PROVINCE OF KWAZULU-NATAL
PROVINCIAL TREASURY

OFFICE OF THE HEAD OF DEPARTMENT
145 Chief Albert Luthuli Street

(Commercial Road) PO Box 3613
Pietermaritzburg Pietermaritzburg
3200 3200

Tel: 033 8974556

Fax: 033 3422486
Email: simiso.magagula@kzntreasury.gov.za
Email: ntokozo.mazeka@kzntreasury.gov.za

Date: 05 March 2010
Enquiries: Mr F. Cassimjee

TO: MUNICIPAL MANAGERS
CHIEF FINANCIAL OFFICERS
KWAZULU NATAL MUNICIPALITES

PROVINCIAL TREASURY CIRCULAR TC/RM3 OF 2009/10

MUNICIPAL BUDGET PROCESS 2010/11

In terms of Section 16 (2) of the Municipal Finance Management Act, “the mayor of the municipality
must table the annual budget at a council meeting at least 90 days before the start of the budget
year”. This circular provides guidance to municipalities for the preparation and submission of their
2010/11 MTREF Budgets and supplements MFMA Circular No. 51 issued by National Treasury. The
following issues are covered in the circular:

Preparation of the 2010/11 Municipal Budget
Provincial Transfers to Municipalities (Annexure A)
Budget Documents Required

Submission Process

o 0wy

A. Preparation of the 2010/11 Municipal Budget

As stated in Government Gazette No. 32141 dated 17 April 2009, all municipalities must prepare

their 2010/11 budgets in accordance with the Municipal Budget and Reporting Regulations. In this

regard, municipalities must comply with both:

e The formats set out in Schedule A (Version 2.2 of 28 November 2009: Annual Budget and
Supporting Documentation of a Municipality)

e The relevant attachments to Schedule A (the Excel Formats).

Since the original format for the annual budget and supporting documentation was amended a
number of times, it is imperative that municipalities ensure that they use Version 2.2 of Schedule A.
This version can be  downloaded from  the  National Treasury  Website:
www.treasury.gov.za/legislation/mfma/regulation.
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Furthermore, all municipalities must undertake a funding compliance assessment of their 2010/11
budgets in accordance with the guidance given in MFMA Circular 42 and the MFMA funding
Compliance Guideline before tabling their budget.

The information listed below must be considered when preparing municipal budgets for the 2010/11
MTREF:

State of the Nation Address 2010/11

State of the Province Address 2010/11

Budget Speech of the Minister for Finance

Budget Speech of the MEC for Finance

Division of Revenue Bill 2010

Indicative Schedules of Provincial Transfers to Municipalities 2010/11 to 2012/13

MFMA Circular No. 51

Most of the above documents are available on the National and Provincial Treasury Websites:
www.treasury.eov.za and www.kzntreasury.gov.za.

B. Provincial Transfers to Municipalities

The indicative schedules of provincial department’s transfers to municipalities which were tabled by
the MEC for Finance on 4 March 2010 are attached as Annexure A. Whilst these allocations have not
yet been gazetted, they have been released in order to enable municipalities to prepare their draft
2010/11 budget for tabling to Council by 31 March 2010. Kindly use the schedules of allocations as
indicative allocations until such time as the provincial transfers to municipalities have been published
in the Provincial Gazette.

All allocations reflected in the budgets of municipalities must correspond to the allocations listed in
the Division of Revenue Bill 2010 and the Indicative Schedules of Provincial Transfers to
municipalities. Municipalities are advised to read the Division of Revenue Bill 2010 carefully as
there are a number of policy changes that impact on the way grants are managed.

C. Budget Documents Required

Section 22(b)(i) of the MFMA requires that immediately after an annual budget is tabled in a
municipal Council, it must be submitted to the National Treasury and the relevant Provincial
Treasury in both printed and electronic formats. Municipalities are requested to submit their draft
budget by no later than Friday, 9 April 2010. In order for Provincial Treasury to comment fairly and
accurately on the draft budget, municipalities are encouraged to submit their draft budgets as soon as
possible after tabling in Council.

In terms of Section 74 of the MFMA, all municipalities must submit the following documents in both
printed and electronic format:
e The budget documentation as set out in Schedule A of the Municipal Budget and Reporting
Regulations, including:
o The main tables (Al - A10);
o The supporting tables (SA1 — SA37);
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The draft Service Delivery and Budget Implementation Plan (SDBIP) for 2010/11;

The Integrated Development Plan (IDP) revised for 2010/11;

The Municipal Tariffs Policy (approved by Council);

The Municipal Virement Policy (approved by Council);

Any other budget related policy amended by Council for 2010/11 and relevant to the 2010/11

budget;

e Funding Compliance Table (SA10), including:

o A narrative assessment of each of the funding compliance variables noted in the MFMA
Funding Compliance Guideline; and

o  Steps taken during the funding compliance assessment to ensure compliance with Section 18
of the MFMA.

Section 24(3) of the MFMA, read together with regulation 20(1), requires that the approved annual
budget and supporting council resolution must be submitted within ten working days after the
Council has approved the annual budget. So if the Council only approves the annual budget on 30
June 2010, the final date for such a submission is Wednesday, 14 July 2010, otherwise an earlier date
applies.

D. Submission Process

In addition to the submitting the budget documents and schedules for 2010/11 to National Treasury,
municipalities are required to courier or hand deliver printed copies of the required documents to:

Physical Address:

The Head of Department

Provincial Treasury

7" Floor Treasury House

145 Chief Albert Luthuli Road

Pietermaritzburg

3201

FOR ATTENTION: PRAVISHA MANGAROO

Electronic copies of the required documents must be e-mailed to mfma(@kzntreasury.gov.za.

Yours sincerely

L.S. MAGAGULA
HEAD OF DEPARTMENT

CC MAYORS
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