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28. 
FINAL BUDGET FOR OVERSTRAND MUNICIPALITY : 2020/2021 MTREF 
 
5/1/1/22-2020/2021 
BA King  Senior Manager: Financial Services 
21 May 2020 (028) 313 8154 

 
1. Executive Summary 

 
This report presents the proposed budget of Overstrand Municipality for the 
2020/2021 to 2022/2023 MTREF (Medium Term Revenue and Expenditure 
Framework) period.  

 
The comprehensive budget report is presented as Annexure C to this 
report. 

 
2. Service Delivery and Budget Implementation Plan - IGNITE 

 
Directorate:  Finance 
Department:  Financial Services 

 
3. Compliance with Strategic Priorities 

 
Provision of democratic, accountable and ethical governance 
Provision and maintenance of municipal services 
Creation and maintenance of a safe and healthy environment 
The encouragement of structured community participation in the matters of the 
municipality 
Promotion of tourism, economic and social development 

 
4. Delegated Authority 

 
None 

 
5. Legal Requirements 

 
Local Government: Municipal Financial Management Act, 2003 (Act 56 of 
2003) (MFMA) 
Local Government: Municipal Systems Act, 2000 (Act 32 of 2000) 

 
6. Background/Discussion/Evaluation/Conclusion 

 
Council noted the draft budget for 2020/2021 as tabled on 25 March 2020.  
The budget was then presented to the community and other spheres of 
government for comments, as required by legislation. The programme of 
Roadshows for community consultation had been cancelled due to restrictions 
imposed in terms of the Declaration of a National State of Disaster relating to 
the coronavirus (COVID-19). 
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Comments received from the community arising from the statutory IDP/Budget 
public consultation process have been taken into consideration for purposes 
of preparing this report. The comments received and the municipality’s 
responses are listed in Annexure B to this report. Letters of comment are 
included in Annexure K of the budget report. 

 
The SIME: LG MTEC engagement with the Provincial Treasury and Provincial 
Department of Local Government was held via a virtual meeting platform on 4 
May 2020. The assessment report and responses thereto are included as 
Annexure L of the budget report. 

 
Proposed amendments to the 2020/2021 draft budget are summarised in 
paragraph 6.3 of this report and details of the amendments are included in 
Annexure A of the budget report. 

 
6.1 2020/2021 Budget 

 
1. Overview 

 
National Treasury issued the following circulars regarding the 
budget for 2020/2021, budget formats and budget content: 

 
 MFMA Circulars No. 98 & 99:  2020/2021 MTREF dated 

6 December 2019 and 9 March 2020 respectively 
 Annexure to MFMA Circular No. 99 dated 8 April 2020 
 mSCOA Version 6.4.1 dated 27 February 2020 
 mSCOA Circular 7 dated 2 March 2020 
 WC Treasury Circular MUN 4/2020 dated 19 March 2020 
 MFMA Circular No. 71:  Uniform Financial Ratios and 

Norms dated 17 January 2014 
 MFMA Budget Guide – Version 1:  March 2011 

 
The guidelines, as set out in these budget circulars, were taken into 
consideration during the compilation process of the budget.  

 
Schedules 1 – 8, attached to this report, are submitted for budget 
approval and schedules 9 & 10 are submitted for noting by Council. 
Other tables, charts and supporting schedules are included in the 
budget report. 

 
The Service Delivery and Budget Implementation Plan (SDBIP) will 
be submitted to the Executive Mayor for approval no later than 28 
days after the approval of the budget. 

 
Accounting Standards 

 
New and revised accounting standards were incorporated in the 
preparation of the budget. 
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mSCOA Implementation 
 

This budget represents the 4th year of the mSCOA regulations 
implementation, for all municipalities, and has been based on 
version 6.4.1 of the mSCOA tables. Further details regarding 
mSCOA implementation are included in Annexure I of the budget 
report. 

 
6.2 Executive Summary of the 2020/2021 Budget Proposals 

 
 Sweeping changes to the proposed draft budget had to be considered 

to mitigate risks resulting from the outbreak of the coronavirus (COVID-
19).  

 
1. 2020/2021 Revenue Budget: The proposed revenue budget for 

2020/2021 is R1 287 492 475. This includes R30 619 000 for capital 
grants. Budgeted financial performance by vote (directorates) is 
reflected in Schedule 1 and the budgeted financial performance in 
terms of revenue by source is reflected in Schedule 2. 

 
2. 2020/2021 Operating Expenditure Budget: The proposed operating 

expenditure budget for 2020/2021 is R1 342 010 309. This includes 
non-cash items such as depreciation, debt impairment and the 
provision for post-retirement benefits amounting to a total of 
R156 911 617, of which a portion for depreciation relates to 
unbundled assets with the implementation of GRAP, partly resulting 
in expenditure exceeding revenue. The budgeted financial 
performance by vote (directorates) is reflected in Schedule 1 and the 
budgeted financial performance relating to expenditure by type is 
reflected in Schedule 2. 

 
3. 2020/2021 Capital Budget: The total proposed final capital budget for 

2020/2021 amounts to R303 738 440, which includes an amount of 
R108 999 854, identified as roll over projects from 2019/2020 and an 
amount of R6 005 831 for additional projects emanating from the 
review and public participation process. Capital budget votes and the 
funding thereof are reflected in Schedule 3 of this report and a list of 
capital projects, ward specific projects and housing projects (opex 
and capex) are included in Annexure E of the budget report. 

 
4. Proposed increases to property rates, tariff and user charges: 

 
The proposed property rates, tariffs and user charges for 2020/2021 
are included as Annexure A of this report. Examples of increases in 
the tariff baskets relating to a variety of consumers are included in 
Annexure D of the budget report. 

 
The proposed increases for the average medium sized household for 
the coming financial year (2020/2021) are as follows: 
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Table 1 : Average tariff increases 2020/21 2019/20 

   

Property rates: Residential 4,50% 5,70% 

Electricity 6,22% 13,07% 

Water 4,50% 5,70% 

Sewerage tariffs 4,50% 5,70% 

Refuse tariffs 4,50% 12,86% 

 
The property rates for business and undeveloped erven are set to 
increase by 4,50%. 

 
Further details of the 2020/2021 budget proposals can be found in 
the Budget Report. 

 
6.3. Proposed amendments to the 2020/2021 draft budget 

 
1. 2020/2021 Revenue & Expenditure Budget: The following changes 

are proposed: 
 

Table 2: Revenue 
 

REVENUE AMENDMENTS AFFECTING THE BOTTOM LINE FOR 
2020/2021  
  
Item 2020/2021 2021/2022 2022/2023 
    
DRAFT BUDGET 1 378 147 526  1 476 069 242  1 557 305 483  
REDUCTION IN 
INTEREST EARNED -7 950 000  -8 666 000  -9 525 000  
REDUCTION IN 
PROPERTY RATES -8 700 300  -11 603 600  -14 993 400  
REDUCTION IN 
SERVICES REVENUE -63 684 031  -80 517 400  -57 233 800  
OTHER REVENUES 
SUCH AS BUILDING 
PLAN FEES, CAMPING 
FEES, LICENCES ETC. -10 320 720 -11 624 716 -12 706 757 

FINAL BUDGET 1 287 492 475  1 363 657 526  1 462 846 526  

 
Table 3: Expenditure 
 

OPERATIONAL EXPENDITURE AMENDMENTS 
AFFECTING THE BOTTOM LINE FOR 2020/2021 
  
Item 2020/2021 2021/2022 2022/2023 
    
DRAFT BUDGET 1 414 394 392  1 497 562 033  1 600 376 462  
REDUCTION IN BULK 
ELEC. PURCHASES -52 751 256  -80 485 038  -114 057 042  
REDUCTION IN 
INTEREST PAYABLE ON 
BORROWINGS -2 185 911  -2 117 238  -2 040 805  
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GENERAL REDUCTION 
IN OPERATIONAL 
EXPENDITURE -13 110 679 -4 720 917 -3 752 505 
SCRAPPING OF 57 
ADDITIONAL POSTS -14 345 266  -15 198 809  -16 147 215  
ADDITIONAL FUNDING 
FOR DISASTER 
MANAGEMENT AND 
PROTECTION SERVICES 10 009 029  7 158 422  7 406 657  

FINAL BUDGET 1 342 010 309  1 402 198 453  1 471 785 552  

 
2.  2019/20 Capital Budget: The following changes are proposed: 

 
Table 4: Capital Expenditure 
 

CAPITAL BUDGET AMENDMENTS 2020/2021  
    
 2020/2021 2021/2022 2022/2023 
    
DRAFT BUDGET 267 095 470  176 136 550  145 378 000  
ROLL OVER PROJECTS:     
FURTHER ROLLOVER 
PROJECTS IDENTIFIED 
SINCE DRAFT BUDGET 60 710 750    
CHANGES AND RE-
ALLOCATIONS    
PROJECTS REDUCED/RE-
ALLOCATED TO OUTER 
YEARS -30 073 611  19 825 671  9 000 000  
ADDITIONAL PROJECTS:    
REPLACEMENT OF 
OVERSTRAND WATER PIPES 4 237 753    
UPGRADING OF KIDBROOKE 
PIPELINE 368 078    
STANFORD (MARKPLEIN, 
LANGMARK, KORTMARK) 1 400 000    
HM TRANSFER STATION: 
NEW BOUNDARY WALL  500 000   

FINAL BUDGET 303 738 440  197 162 221  154 378 000  

 

Further details and comments relating to the proposed changes can be 
found in Annexure A of the budget report. 

 

3. Tariffs 
 

The following tariff amendments are proposed: 
 

1. Overall reduction in property rates and services charges tariffs 
from proposed draft budget 

2. New Tariff: 

 
 

Further details and comments relating to the proposed changes can be 
found in Annexure A of the budget report. 

S15A6 Overstrand Reginal Cemetary: COVID-19 related 0.00
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7. Financial Implications 

This report addresses the final proposals for the 2020/2021 MTREF for the 
operational and capital budgets, financial position and cash flows. The key 
financial implications and challenges of adopting these proposals are the 
ability to generate revenue in the current economic climate and the 
continued delivery of sustainable services. 

 
8. Staff Implications 

No new posts were added to the staff establishment for 2020/2021. 
 

9. Comments from other Departments, Divisions and Administrations 

The Budget Report is included as Annexure C. The report serves as a 
comprehensive overview of the final budget. The compilation of the budget 
for the 2020/2021 MTREF adheres to the focus areas and strategic 
objectives of Council, as set out in the IDP. The final budget was the result 
of a process of numerous Budget Steering Committee meetings, Senior 
Management, Ward Committee and OMAF meetings. The draft budget was 
presented to the community and organs of state for comment. Comments 
received were taken into consideration for the final budget (Schedule of 
comments and the municipality’s responses are included as Annexure B of 
this report and further details are included in Annexure K of the budget 
report). 

 
10. Annexures 

Schedule 1: Budgeted financial performance (revenue and expenditure 
by municipal vote) 

Schedule 2: Budgeted financial performance (revenue by source & 
expenditure by type) 

Schedule 3: Budgeted multi- and single year capital appropriations by 
standard classification (vote) and funding by source 

Schedule 4: Budgeted financial position 
Schedule 5: Budgeted cash flow 
Schedule 6: Cash backed reserves and accumulated surplus 

reconciliation 
Schedule 7: Asset management 
Schedule 8: Basic service delivery measurement 
Schedule 9: Budgeted financial performance (revenue & expenditure by 

standard classification) 
Schedule 10: Budgeted capital appropriations by municipal vote 
 
Annexure A: List of Rates, Tariffs, Tariff Structures and Charges 
Annexure B: Schedule of comments and responses 
Annexure C: Budget Report 2020/2021 (Distributed under separate cover) 
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RECOMMENDATION TO THE COUNCIL: 
  
1. that, in terms of section 24 of the Municipal Finance Management Act, (Act 56 

of 2003), the annual budget of the Municipality for the 2020/2021 to 2022/2023 
MTREF (Medium Term Revenue and Expenditure Framework) period be 
approved as set out in the following schedules: 

   
 Schedule 1: 

 
Schedule 2: 
 
Schedule 3: 
 
Schedule 4: 
Schedule 5: 
Schedule 6: 
Schedule 7: 
Schedule 8: 

Budgeted financial performance (revenue & expenditure by 
municipal vote) 
Budgeted financial performance (revenue by source & 
expenditure by type) 
Budgeted multi- and single year capital appropriations by 
standard classification (vote) and funding by source 
Budgeted financial position 
Budgeted cash flow 
Cash backed reserves and acc. surplus reconciliation 
Asset management 
Basic service delivery measurement 
 

2. that the property rates reflected in Annexure A, be imposed for the budget 
year 2020/2021; 

  
3. that tariffs and charges reflected in Annexure A, be approved for the budget 

year 2020/2021; 
  
4. that the Municipal Manager be authorised to sign all the necessary agreements 

and documents to give effect to the 3rd draw down of the proposed three year 
borrowing programme for external loans amounting to R54 million per year; 

  
5. that the following schedules be noted: 

 
Schedule 9:         Budgeted financial performance (revenue & expenditure by 

standard classification) 
Schedule 10:       Budgeted capital appropriations by municipal vote 

  
6. that cognisance be taken of the letters of comment received from the 

community and the SIME: LG MTEC Assessment Report by Provincial 
Treasury and the Provincial Department of Local Government, included in 
Annexures K and L respectively of the budget report;  and 

  
7. that cognisance be taken of the 2020/2021 Budget Report. 

 
 
RESPONSIBLE OFFICIALS: S REYNEKE-NAUDE 
 BA KING 
 
TARGET DATE FOR IMPLEMENTATION: 1 JULY 2020 
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