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Part 1 0 Annual Budget

1.1 Mayor 6s : Roeewaord iy the Mayor

The Municipal Systems Act (32 of 2000) compels all municipal Councils to develop and adopt a
Five-year Integrated Development Plan (IDP) which has to be reviewed annually. The
Umsobomvu Municipality Integrated Development Plan for the period 2017 7 2022 aim is to create
a platform to inform decision making, create an environment for economic development and
building social cohesion to fulfil our constitutional mandate. This IDP outlines the programmes
and development commitments that will be delivered during the term of this current Council.

The process also had challenges that we need to take cognizance of which was the Local
Government Election in August 2016 that brought a new administration who needed to go through
an induction programme and also the establishment of ward committees that was finalized in
January 2017.

In order to achieve the vision and mission of our Municipality we went out and engaged our local
communities through public participation by means of ward Councillors, ward committees,
community outreach programmes and IDP Representative Forum. Ward community meetings
took place as follows;

Ward 1 on 24 January 2017

Ward 2 on 25 January 2017

Ward 3 on 26 January 2017

Ward 4 on 14 February 2017

Ward 6 on 6 February 2017

IDP Representative Forum on 10 February 2017

Umsobomvu Municipality also run a project in conjunction with the Office of the Premier, the
Department of Planning, Monitoring and Evaluation (DPME) that applies the citizen-based
monitoring model to enhance participation of community members in the IDP process, to improve
cooperation with provincial sector departments an enable ward level monitoring of delivery against
the plan. Ward Councillors, Ward Committee members, Community Works Programme (CWP)
participants and Community Development Workers (CDW) were part of a survey that took place
in wards from 13 i 17 February 2017 where a total number of 6234 community members
participated.

This IDP created a channel for communities to express their desires and for the Municipality to
respond in a manner subject to the available resources and alignment with policies and
programmes across the spheres of government.

Through this process we need to address unemployment, the high levels of poverty and inequality
by ensuring service delivery, local economic development, financial viability, good governance
and public participation.

Let us continue to protect the environment and use land effectively as we better the quality of the
lives of our people and ensure that Umsobomvu Municipality remain economically viable and
sustainable to achieve a better life for all.

ifA Devel opment al Municipality in South Afri
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OVERVIEW OF THE 2017/2018 BUDGET

This council is legally obligated to adopt the final Capital and Operating Budget for 2017/18i
2019/20 in terms of the MFMA. The MFMA states that an annual budget may only be funded from
realistically anticipated revenues to be collected; cash backed accumulated funds from previous
yearso®é6 surpluses not committed for other pu
Honourable Councillors this has been done within the final budget.

Operating Budget

The estimated operating expenditure budget for the 2016/2017 financial year is

R149 291 506,00. The Employee Costs (Salaries and allowances) comprises 33% of the total
operational expenditure.

The estimated revenue budget for the 2015/2016 financial year is R 132 393 813.00

Capital Budget

The final capital budget for 2017/2018 is an amount of R 20 781 400.00. This comprises mainly
of Road projects funded from municipal infrastructure grant, the Integrated National Electrification
programme Grant from Department of Energy, the Water subsidy infrastructure grant from the
Department of Water Affairs and internally generated funds.

The following funded projects were identified from the IDP and are captured in the capital budget:

CAPITAL BUDGET 2017-2018
New ouboks aeterial block paving Municipal Infrastructure Grant R 11031400
Electrification of New ouboks Integrated National Electrification ProgrammeR 2000 000
Raplacement of water pipeling in main road kuyapé/ater Subsidy Infrastructure Grant R 4000000
Municipal Financial System Internally generated funds R 3750000
R 20781400

The following service charges will be increased as from 1 July 2017 to ensure sustainable service
delivery to the community:

Electricity Tariffs

Application was submitted to NERSA for an average increase of 1.88%. The approval by NERSA
is still awaiting.

WATER TARIFFS

A The water tariffs are increased by 6% which are fully cost-reflective

A The tariffs are structured to protect basic levels of service and ensure the provision of free
water to the poorest of the poor (indigent); and

A Water tariffs are designed to encourage efficient and sustainable consumption.
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SANITATION TARIFFS
Tariff increase of 6% is proposed to recover the cost for the running and maintenance cost and
to ensure the sustainable running of the Waste Water Treatment Works.

The application of sound financial management principles for the compilationofthemu ni ci pal i t y 6
financial plan is essential and critical to ensure that the municipality remains financially viable and
that sustainable municipal services are provided economically and equitably to all communities.

| thank you.

Cllr. M.S. Toto

MAYOR
1.2 Council Resolutions

On the 31% May 2017 the Council of Umsobomvu Municipality Local Municipality met in the
Council Chambers of Umsobomvu Municipality to consider the annual budget of the municipality
for the financial year 2017/2018. The Council approved and adopted the following resolutions:

1. The Council of Umsobomvu Municipality Local Municipality, acting in terms of section 24 of
the Municipal Finance Management Act, (Act 56 of 2003) approves and adopts:

1.1. The annual budget of the municipality for the financial year 2017/2018 and the multi-year

and single-year capital appropriations as set out in the following tables:

1.1.1. Budgeted Financial Performance (revenue and expenditure by standard
classification) as contained in Table 18 on page 24;

1.1.2. Budgeted Financial Performance (revenue and expenditure by municipal vote) as
contained in Table 19 on page 26;

1.1.3. Budgeted Financial Performance (revenue by source and expenditure by type) as
contained in Table 21 on page 28; and

1.1.4. Multi-year and single-year capital appropriations by municipal vote and standard
classification and associated funding by source as contained in Table 22 on page
30.

1.2. The financial position, cash flow budget, cash-backed reserve/accumulated surplus,
asset management and basic service delivery targets are approved as set out in the
following tables:

1.2.1. Budgeted Financial Position as contained in Table 23 on page 32;

1.2.2. Budgeted Cash Flows as contained in Table 24 on page 34;

1.2.3. Cash backed reserves and accumulated surplus reconciliation as contained in
Table 25 on page 34;

1.2.4. Asset management as contained in Table 26 on page 36; and

1.2.5. Basic service delivery measurement as contained in Table 27 on page 38.

2. The Council of Umsobomvu Municipality Local Municipality, acting in terms of section 75A of
the Local Government: Municipal Systems Act (Act 32 of 2000) approves and adopts with
effect from 1 July 2017
2.1. the tariffs for property rates i as set out in Annexure B,
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2.2. the tariffs for electricity i as set out in Annexure B

2.3. the tariffs for the supply of water i as set out in Annexure B
2.4. the tariffs for sanitation services i as set out in Annexure B
2.5. the tariffs for solid waste services T as set out in Annexure B

3. The Council of Umsobomvu Municipality Local Municipality, acting in terms of 75A of the Local
Government: Municipal Systems Act (Act 32 of 2000) approves and adopts with effect from
1 July 2017 the tariffs for other services, as set out in Annexure G1 to G21 respectively.

4., To give proper ef fect to the municipalityds ar

Municipality Local Municipality approves:

4.1. That cash backing is implemented through the utilisation of a portion of the revenue
generated from property rates to ensure that all capital reserves and provisions, unspent
long-term loans and unspent conditional grants are cash backed as required in terms of
the municipalitydés funding and reserves
Budget and Reporting Regulations.

5. The Council of Umsobomvu Municipality, approves the service level standards which form

part of the 2017/18 tabled MTREF budget documentation as set out in Annexure F.

6. The Council of Umsobomvu Municipality, approves the schedule of procurement plan in

respect of advertised competitive bids (in excess of R200, 000) as set out in Annexure G.

1.3 Executive Summary

Theapplication of sound financial management
financial plan is essential and critical to ensure that the Municipality remains financially viable and
that municipal services are provided sustainably, economically and equitably to all communities.

The Municipali tyds business and service del
planning and budget process. Where appropriate, funds were transferred from low- to high-
priority programmes so as to maintain sound financial stewardship. A critical review was also

policy
princi
ivery

undertaken of expendituresonnonc or e and O ni c &Keyta®as vtere sadings weeems .

realized were on telephone and internet usage, printing, workshops, travel, accommodation, and
catering.

The Municipality has embarked on implementing a range of revenue collection strategies to
optimize the collection of debt owed by consumers. Furthermore, the Municipality has undertaken
various customer care initiatives to ensure the municipality truly involves all citizens in the process
of ensuring a people lead government.

Nati onal Treasur y 6 85 and-8a AvereCusad ¢cowglide the ddbmpilation of the
2017/2018 MTREF.

The main challenges experienced during the compilation of the 2017/2018 MTREF can be
summarised as follows:

A The ongoing difficulties in the national and local economy;
A Aging and poorly maintained water, roads and electricity infrastructure;
A The need to reprioritise projects and expenditure within the existing resource envelope

given the cash flow realities and declining cash position of the municipality;
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A Affordability of capital projects i original allocations had to be reduced and the operational
expenditure associated with priory ear 6 s capi t al i nvestments nee
the budget as part of the 2017/2018 MTREF process; and

A Availability of affordable capital/borrowing.

A Generating funds to acquire a financial system that is SCOA compliant, this has been an
enormous challenge as this system comes with a hefty price over a period of three years.

The following budget principles and guidelines directly informed the compilation of the 2017/2018
MTREF:

A The 2016/17 Adjustments Budget priorities and targets, as well as the base line allocations
contained in that Adjustments Budget were adopted as the upper limits for the new
baselines for the 2017/2018 annual budget;

A Intermediate service level standards were used to inform the measurable objectives,
targets and backlog eradication goals;
A Tariff and property rate increases should be affordable and should generally not exceed

inflation as measured by the CPI, except where there are price increases in the inputs of
services that are beyond the control of the municipality, for instance the cost of bulk water
and electricity. In addition, tariffs need to remain or move towards being cost reflective,
and should take into account the need to address infrastructure backlogs;

A There will be no budget allocated to national and provincial funded projects unless the
necessary grants to the municipality are reflected in the national and provincial budget and
have been gazetted as required by the annual Division of Revenue Act;

In view of the aforementioned, the following table is a consolidated overview of the proposed
2015/2016 Medium-term Revenue and Expenditure Framework:

Table 1 Consolidated Overview of the 2017/18 MTREF
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Table 1 Consolidated Overview of the 2017/2018 MTREF

R Thousand Adjustment | Budget Budget Budget
Budget Year Year + 1 Year + 2
2016/2017 2017/2018 | 2018/2019 | 2019/2020

Total operating

Revenue R 162,550 R 149,425 | R157,612 | R 163,191

Total Operating

Expenditure R 155,322 R 149,292 | R156,403 | R161,512

(Surplus) Deficit (R 7,228) (R 0,133) (R1,209) (R 1,679)

Total Capital

Expenditure R 29,776 R 20,781 R 19,032 R 15,566

Total operating revenue has decreased by 8.07 per cent for the 2017/2018 financial year when
compared to the 2016/17 Adjustments Budget mainly due the deduction of subsidised services
from the budgeted services. For the two outer years, operational revenue will increase by 5.48
and 3.54 per cent respectively, equating to a total revenue growth of R 641 thousand over the
MTREF when compared to the 2016/17 financial year.

Total operating expenditure for the 2017/2018 financial year has been appropriated at R155,322
million and translates into a budgeted surplus of R 133 thousand. When compared to the 2016/17
Adjustments Budget, operational expenditure has decreased by 3.88 per cent in the 2017/2018
budget and increased by 4.76 and 3.27 per cent for each of the respective outer years of the
MTREF. The operating surplus for the two outer years increases to R1.209m in 2018/19 and R
1,679m in 2019/20.

The capital budget of R 20,7811 million for 2017/2018 is 30.21 per cent less when compared to
the 2016/17 Adjustment Budget. The decrease is a result of a decrease in the allocation received
from DORA. The capital programme decreases to R 19,032 million in the 2018/2019 financial
year and then decreases to R 15,566 million in the 2019/2020 financial year. All capital over the
MTREF will be financed by Grants from National and own revenue.

Note that the Municipality is making good progress in paying for its borrowed capital funding. The
repayment of capital and interest (debt services costs) has remained the same and will come to
an end in the beginning of the 2018/19 financial year. The loan was taken about four years back
as a result of the need to replace specialised vehicles needed to meet the increased demand in
services to be delivered. Consequently, the capital budget remains relatively flat over the
medium-term.
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1.4 Operating Revenue Framework

For Umsobomvu Municipality to continue improving the quality of services provided to its citizens
it needs to generate the required revenue. In these tough economic times strong revenue
management is fundamental to the financial sustainability of every municipality. The reality is that
we are faced with development backlogs and poverty. The expenditure required to address these
challenges will inevitably always exceed available funding; hence difficult choices have to be
made in relation to tariff increases and balancing expenditures against realistically anticipated
revenues.

The following table is a summary of the 2017/2018 MTREF (classified by main revenue source):

Table 2 Summary of revenue classified by main revenue
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NC072 Umsobomvu - Table A4 Consolidated Budgeted Financial Performance (revenue and expenditure)
L 2017/18 Medium Term Revenue §
Description Refi 2013/14 § 2014/15 { 2015/16 Current Year 2016/17 )
Expenditure Framework
R thousand 1 Audited { Audited { Audited | Original | Adjusted | Full Year | Pre-audit |Budget Yea Budget Yea Budget Yea|
Outcome § Outcome { Outcome | Budget Budget { Forecast | outcome [ 2017/18 | +12018/19 +2 2019/20
Revenue By Source
Property rates 2 i i i i i i i 9 266 9822 10 412
Service charges - electricity revenue | 2 i i i i i i i 34 448 36 861 39 444
Service charges - water revenue 2 i i i i i i i 12 846 13 617 14 434
Service charges - sanitation revenue  { 2 i i i i i i i 8 284 8 781 9308
Service charges - refuse revenue 2 i i i i i i i 5749 6 094 6 460
Service charges - other
Rental of facilies and equipment 2711 286 301
Interest earned - external investments 560 560 570
Interest earned - outstanding debtors 2 197, 2299 2 409
Dividends received
Fines, penalties and forfeits 6093 6399 6720
Licences and permits 2 285 2 399 2519
Agency services 218 229 240
Transfers and subsidies 44920 48 582 51 764
Other revenue 2 i i i i i i i 5 256 5262 5278
Gains on disposal of PPE
Total Revenue (excluding capital transfer 0 0 o} 0 0 0 o} 132394 141192 149 86l
and contributions)

In line with the formats prescribed by the Municipal Budget and Reporting Regulations, capital
transfers and contributions are excluded from the operating statement, as inclusion of these
revenue sources would distort the calculation of the operating surplus/deficit.

Revenue generated from rates and services charges forms a significant percentage of the
revenue basket for the Municipality. Rates and service charge revenues comprise more than half
of the total revenue mix. Inthe 2016/17 financial year, revenue from rates and services charges
totalled R 75,303 million or 56.72 per cent. This decreases to R 70,594 million in 2017/18 and
increases to R 75,176 million and R 80,058 million in the respective financial years of the MTREF.
The above table includes revenue foregone arising from discounts and rebates associated with
the tariff policies of the Municipality. Details in this regard are contained in Table 64 MBRR SA1
(see page 100 & 101).

Property rates revenue source from services totalling 7 per cent or R 9,166 million rand in

2017/18. The smallest source is 6other revenued whic
received from building plan fees, connection fees, transport fees and advertisement fees.

Departments have been urged to review the tariffs of these items on an annual basis to ensure

they are cost reflective and market related.

Operating grants and transfers totals R 44,920 million in the 2017/2018 financial year and steadily
increases to R 48,582 million by 2019/20. Note that the year-on-year increase for the 2017/2018
financial year is 9.99 per cent and then increases by 8.15 and 6.55 per cent in the two outer years.
The following table gives a breakdown of the various operating grants and subsidies allocated to
the municipality over the medium term:
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Table 4 Operating Transfers and Grant

NC072 Umsobomvu - Supporting Table SA18 Transfers and grant receipts

o 2017/18 Medium Term Revenue §
Description Refi 2013/14 2014/15 2015/16 Current Year 2016/17 .
Expenditure Framework
R thousand Audited Audited Audited Original Adjusted | Full Year | Budget Yed Budget Yea Budget Yea
Outcome ; Outcome ; Outcome Budget Budget Forecast 2017/18 | +1 2018/18 +2 2019/20
RECEIPTS: 1,2
Operating Transfers and Grants
National Government: d d d ) 0 d 43 241 46 903 50 321
Local Government Equitable Share 39 760 44 147 47 543
Finance Management 1900 2 155 2 155
MIG ADMIN - PMU 581 601 623
EPWP Incentive 1 000,
Other transfers/grants [insert descripfion]
Provincial Government: 8 8 d ) ) 8 1679 1679 1 444
Sport and Recreation 1679 1679 1444
Other transfers/grants [insert descriplion]
District Municipality: d 4 ) 0 0 d 0 0 0
[insert description]
Other grant providers: d d 4 4 0 d d 4 0
[insert description]
Total Operating Transfers and Grants 5 d d ) s} s} d 44 920 48 582 51769
Capital Transfers and Grants
National Government: 8 8 d 4 ) 8 17 031 16 420 13 331
Municipal Infrastructure Grant (MIG) 11 031 11 420 11 831
Integrated National Electrification Progiamre 2 000 5000 1500
Water Services Operating Subsidy 4 000
Other capital transfers/grants [insert desc]
Provincial Government: d d d ) 0 d d d 4
Other capital transfers/grants [insert
description]
District Municipality: d ) ) S} 5} d d S} S}
[insert description]
Other grant providers: d d ) s} 5} d d s} 5}
[insert description]
Total Capital Transfers and Grants 5 d 4 ) 5} d 17 031 16 420 13 331
TOTAL RECEIPTS OF TRANSFERS & GRANTS ) ) ) 5} 5} ) 61 951 65 002 65 094

Tariff-setting is a pivotal and strategic part of the compilation of any budget. When rates, tariffs
and other charges were revised, local economic conditions, input costs and the affordability of
services were taken into account to ensure the financial sustainability of the Municipality.
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National Treasury continues to encourage municipalities to keep increases in rates, tariffs and
other charges as low as possible. Municipalities must justify in their budget documentation all
increasesinexcessofthe6 per cent upper boundary of the
target. Excessive increases are likely to be counterproductive, resulting in higher levels of non-
payment.

The percentage increases of Eskom bulk tariffs are far beyond the mentioned inflation target.
Given that these tariff increases are determined by external agencies, the impact they have on
the municipalitybs electricity and in these
Discounting the impact of these price increases in lower consumer tariffs will erode the

Municipalityds future financi al position and

It must also be appreciated that the consumer price index, as measured by CPI, is not a good
measure of the cost increases of goods and services relevant to municipalities. The basket of
goods and services utilised for the calculation of the CPI consist of items such as food, petrol and
medical services, whereas the cost drivers of a municipality are informed by items such as the
cost of remuneration, bulk purchases of electricity and water, petrol, diesel, chemicals, cement
etc. The current challenge facing the Municipality is managing the gap between cost drivers and
tariffs levied, as any shortfall must be made up by either operational efficiency gains or service
level reductions. Within this framework the Municipality has undertaken the tariff setting process
relating to service charges as follows.

1.4.1 Property Rates

Property rates cover the cost of the provision of general services. Determining the effective

Sout h

tarif

\'

property rate tariff is therefore an integral

Nati onal Treasuryodos MFMA Circul ar No . 51 deal

Municipal Property Rates Act, with the regulations issued by the Department of Co-operative
Governance. These regulations came into effect on 1 July 2009 and prescribe the rate ratio for
the non-residential categories, public service infrastructure and agricultural properties relative to
residential properties to be 0.25:1. The implementation of these regulations was done in the
previous budget process and the Property Rates Policy of the Municipality has been amended
accordingly.

The following stipulations in the Property Rates Policy are highlighted:

A The first R15 000 of the market value of a property used for residential purposes is
excluded from the rate-able value (Section 17(h) of the MPRA);
20 per cent rebate will be granted on all state owned properties
100 per cent rebate will be granted to registered indigents in terms of the Indigent Policy;
For pensioners, physically and mentally disabled persons, a maximum/total rebate of 50
per cent (calculated on a sliding scale) will be granted to owners of rate-able property if
the total gross income of the applicant and/or his/her spouse, if any, does not exceed the
amount equal to twice the annual state pension as approved by the National Government
for a financial year. In this regard the following stipulations are relevant:
- The rate-able property concerned must be occupied only by the applicant and
his/her spouse, if any, and by dependants without income;
- The applicant must submit proof of his/her age and identity and, in the case of a
physically or mentally handicapped person, proof of certification by a Medical
Officer of Health, also proof of the annual income from a social pension;

Too oo o
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- The applicantdéds account must be payithe
debt should be in place; and
- The property must be categorized as residential.

A The Municipality may award a 100 per cent grant-in-aid on the assessment rates of rate-
able properties of certain classes such as registered welfare organizations, institutions or
organizations performing charitable work, sports grounds used for purposes of amateur
sport. The owner of such a property must apply to the Chief Financial Officer in the
prescribed format for such a grant.

The categories of rate-able properties for purposes of levying rates and the proposed rates for
the 2017/2018 financial year based on a 6 per cent increase from 1 July 2017 is contained below:

Table 5 Comparison of Proposed rates to be levied for 2017/201/ financial year

Table 5 Comparison of Proposed Rates

Category Current Tariff Proposed Tariff
(1 July 2016) (From 1 July 2017)
Residential Properties 0.0113 0.0118
State Owned Properties 0.0183 0.019d
Business & Commercial 0.0134 0.0139
Agricultural 0.0028 0.002¢9

1.4.2 Sale of Water and Impact of Tariff Increases

South Africa faces similar challenges with regard to water supply as it did with electricity, since
demand growth outstrips supply. Consequently, National Treasury is encouraging all
municipalities to carefully review the level and structure of their water tariffs to ensure:

A Water tariffs are fully cost-reflective 1 including the cost of maintenance and renewal of
purification plants, water networks and the cost associated with reticulation expansion;

A Water tariffs are structured to protect basic levels of service and ensure the provision of
free water to the poorest of the poor (indigent); and

A Water tariffs are designed to encourage efficient and sustainable consumption.

In addition, National Treasury had urged all municipalities to ensure that water tariff structures are
cost reflective by 2014.

Better maintenance of infrastructure, new dam construction and cost-reflective tariffs will ensure
that the supply challenges are managed in future to ensure sustainability.

A tariff increase of 6 per cent from 1 July 2017 for water is proposed. This is based on input cost
of inputs increasing by 6 per cent and the commissioning of the extended water treatment works.
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In addition, 6  Wwader per 30-day period will again be granted at a subsidized price to all indigent
residents.

A summary of the proposed tariffs for households (residential) and non-residential are as
follows:

Table 6 Proposed Water Tariffs

Table 6 Proposed Water Tariffs

Category Current Proposed Percentage
Tariffs Tariffs | Change
2016/17 2017/18
Rand per: i Rand per
kI | ki

Residential ;
(i) 0 to 6 ki per 30-day period 499 529 6%
(ii) 7 to 20 kI per 30-day period 6.03 | 6.39 6%
(iii) 21- 30kl per 20-day period 774 82 6%
(iv) 30+ 1022 | 1083 6%
Non Residential |
(i) 0-60kl per 30-day period 7.33 | 771 6%
(ii) 61kl per 30-day period 9.84 10.43 6%

MAY 2017 Pagel3




Umsobomvu Municipality 2017/18 Annual Budget and MTREF

The following table shows the impact of the proposed increases in water tariffs on the water
charges for a single dwelling-house:

Table 7 Comparison between current water charges and increases (Domestic)

Table 7 Comparison Between Current Water Charges and Increases (Domestic)

Monthly Current Proposed Difference Percentage
Consumption [Amount PayablgAmount Payabl¢ (Increase) Change
Kl R R R %
20 R 126.73 R 134.33| R 7.60 6%
30 R 211.42 R 224.11(R 12.69 6%
40 R 330.24 R 350.05| R 19.81 6%

The tariff structure of the 2017/2018 financial year has not been changed. The tariff structure is
designed to charge higher levels of consumption a higher rate, steadily increasing to a rate of R
10.83 per kilolitre for consumption in excess of 30k & p aay pedidd.

1.4.3 Sale of Electricity and Impact of Tariff Increases

NERSA has announced the revised bulk electricity pricing structure. A 7.86 per cent increase in
the Eskom bulk electricity tariff to municipalities will be effective from 1 July 2017.

Considering the Eskom increases, the consumer tariff had to be increased by 1.88 per cent to
offset the additional bulk purchase cost from 1 July 2017. Furthermore, it should be noted that
given the magnitude of the tariff increase, it is expected to depress growth in electricity
consumption, whi ch wi | | have a negative impact on the

Registered indigents will again be granted 50 kWh per 30-day period being subsidised through
the equitable share.

The following table shows the impact of the proposed increases in electricity tariffs on the
electricity charges for domestic customers:

Table 8 Comparison between current electricity charges and increases (Domestic)
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Table 8 Comparison Between Current Electricity Charges And Increases ( Don
Monthly Current Proposed Difference Percentage
Consumption] Amount Payablg Amount Payable Increase Change
Kwh R R R %
100 R 113.81| R 115.95| R 2.14 1.88%
250 R 30241 R 308.10| R 5.69 1.88%
500 R 684.89| R 697.77| R 12.88 1.88%
750 R 1164.84] R 1 186.74 R 21.90 1.88%
1000 R 1 669.85[ R 1 701.24| R 31.39 1.88%
2000 R 3 691.09 R 3 760.48| R 69.39 1.88%

It should further be noted that NERSA has advised that a stepped tariff structure needs to be
implemented from 1 July 2011. The effect thereof will be that the higher the consumption, the
higher the cost per kWh. The aim is to subsidise the lower consumption users (mostly the poor).
The Municipality has entered into discussions with NERSA regarding the suitability of the NERSA
proposed stepped tariffs compared to those already being implemented by the Municipality
already. Until the discussions are concluded, the Municipality will maintain the current stepped
structure of its electricity tariffs.

The inadequate electricity bulk capacity and the impact on service delivery and development

remains a challenge for the Municipality. Most of the suburbs and inner Municipality reticulation

network was designed or strengthened intheearly 19806s wi t h -2&peardife-pect ed
expectancy. The wupgrading of the Municipalityos
strategic priority, especially the substations and transmission lines.

Owingtot he high increases in Eskomdés bul k tariffs,
necessary upgrades through increases in the municipal electricity tariff i as the resultant tariff

increases would be unaffordable for the consumers. As part of the 2017/2018 and 2018/2019
medium-term capital programme, funding has been allocated to electricity infrastructure to

decrease expenditure through alternative energy and consumption reducing equipment.

Sanitation and Impact of Tariff Increases

A tariff increase of 6 per cent for sanitation from 1 July 2017 is proposed. This is based on the
input cost assumptions related to water. It should be noted that electricity costs contribute
approximately 20 per cent of waste water treatment input costs, therefore the higher than CPI
increase of 6 per cent for sanitation tariffs. The following factors also contribute to the proposed
tariff increase:

A Sanitation charges are calculated according to the type of consumer and the level of
service provided as indicated in the table below;

A Subsidised sanitation will be applicable to registered indigents; and

A The commissioning of the new sludge activated Waste Water Treatment works compared

to the previous oxidation pond system
The total revenue expected to be generated from rendering this service amounts to R
8,284 million for the 2017/2018 financial year.

The following table compares the current and proposed tariffs:
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Table 9 Comparison between current sanitation charges and increases

Table 9 Comparison Between Current Sanitation Charges And Increases

Current Yeq 2017/18 Medium Term Revenue &
2016/2017 | Expenditure Framework
Description Budget | Budget | Budget
Year | Year+1| Year+2
2017/18 | 2018/19 | 2019/20
Waste Water Tariffs
Basic Charge/Fixed Fee (Rands/Month) 104.13| 110.38f 117.00 124.02
Service Point-Vacant Land (Rand/Month) 60.10 63.71 67.53 71.58
Conservancy Tank Household ( 1 Service per Month) 77.99 82.67| 87.63 92.89
Conservancy Tank Household ( Additional Service per Month) : Payable in Advance 82.67 87.63 92.89 98.46

Conservancy Tank Schools per Load

114.34

121.20| 128.47 136.18

Conservancy Tank Businesses per Load With Minimum of 1 Load per Month 114.34

121.20| 128.47 136.18

Night soil Removal ( Per Bucket per Month) 56.12 59.49( 63.06 66.84
Night Soil Rondawel (Per Bucket per Month) 40.00 4240  44.94 47.64
Meatlands Industrial Effluent per Month

Meatlands Sewerage Same As Business Tariffs - - -
Meatlands Dumping Charges Of Blood And Dung per Month 891.31| 944.79| 1001.48 1061.56
Sewerage Household/Colesberg High School/ per Month 104.13| 110.38| 117.00 124.02
Sewerage Prison per Point per Month 350.16( 371.17| 393.44 417.05
Sewerage Garages and State per Point per Month 210.74| 223.38| 236.79 250.99
Sewerage Hospital per Point per Month 374.69( 397.17| 421.00 446.26
Sewerage Business Normal 134.97| 143.07| 151.65 160.75
Sewerage Business With Minimum of 2 Points per Month 208.27| 220.77| 234.01 248.05
Sewerage Business Additional Connection 50.13 53.14 56.33 59.71
Sewerage Availability per Month 60.10 63.71| 67.53 71.58
Meatlands per Sheep ( Effluent) 0.86 0.91 0.97 1.02

The following table shows the impact of the proposed increases in sanitation tariffs on the
sanitation charges for a single dwelling-house:

Table 10 Comparison between current sanitation charges and increases

Table 10 Comparison Between Current Sanitation Charges and Increases,
Single Dwelling Houses

Monthly Sanitation| Current AmountProposed Amoun}t Difference
Level of Service Payable Payable (11% Increase)

R R %

Domestic -

Conservancy tanks 77.99 82.67 620

Domestic -

Connected 104.13 110.38 6%
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1.4.4 Waste Removal and Impact of Tariff Increases

Currently solid waste removal is operating at a small surplus. The main contributors to
expenditure are repairs and maintenance on vehicles, increases in general expenditure such as
petrol and diesel and the cost of remuneration.

A 6 per cent increase in the waste removal tariff is proposed from 1 July 2017. Higher increases
will not be viable in 2017/2018 owing to the significant increases implemented in previous financial
years as well as the overall impact of higher than inflation increases of other services. Any
increase higher than 6 per cent would be counter-productive and will result in affordability
challenges for individual rates payers raising the risk associated with bad debt.

The following table compares current and proposed amounts payable from 1 July 2017:

Table 11 Comparison between current waste removal fees and increases (Domestic)

Table 11 Comparison Between Current Waste Removal Fees and Increases (Domestic)
Current Proposed Difference %
Tariffs Tariffs (Increase) Increase
2016/2017 2017/2018 R
Waste [Municipal Waste | Municipal
Removal | Cleaning| Removal| Cleaning
Domestic- Monthly 72.92 R 77.30 R 4.38 6%
Additional Bin Per Month 24.84 26.3 R 1.46 6%
Business 105 111.3 R 6.30 6%
Garden Refuse Householgs 7.34 7.78 R 044 6%

1.4.5 Overall impact of tariff increases on households

The following table shows the overall expected impact of the tariff increases on a large and small
household, as well as an indigent household receiving free basic services.
he of

Note that in al/l instances t o v er a bills has begra c t

kept to between 6 and 7 per cent and 7 per cent for indigents.

Table 12 MBRR Table SA14 7 Household bills
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2017/18 Medium Term Revenue & Expenditurl

2013/14 | 2014/15 | 2015/16 Current Year 2016/17
Description Framenork
Ret Audited | Audited | Audited | Original | Adjusted | Full Year |Budget Yeq Budget Yea Budget Yea; Budget Yea|
Outcome | Outcome | Outcome | Budget Budget | Forecast | 2017/18 | 2017/18 | +12018/19 +2 2019/2(
Rand/cent % incr.
Monthly Account for Household - 'Middle} 1
Income Range'
Rates and services charges:
Property rates 6.0% 670.9 7111 753.8
Electricity: Basic levy 8.9% 83.95 89.8 96.1
Electricity: Consumption 19% 151407 162006 17334
Water: Basic levy 6.0% 75.77 80.31 85.1
Water: Consumption 6.0% 203.7 215.9 228.9
Sanitation 6.0% 1103 117.0 124.0.
Refuse removal 6.0% 71.3 81.9 86.8
Other
sub-tota 0 0 0 0 273642 291688 31083
VAT on Services
Total large household bill: ] 0 0 0 273642 291628 31083
% increase/-decrease ] 0 b 0 6.6% 6.6
Monthly Account for Household - 'Affordg 2
Range
Rates and services charges:
Property rates 6.0%  470.6 498.8i 528.8
Electricity: Basic levy 8.9% 83.95 89.8 96.1,
Electricity: Consumption 19% 6347 679.2 726.7
Water: Basic levy 6.0% 7577 80.31 85.1
Water: Consumption 6.0% 162.3 172.1 182.4
Sanitation 6.0%  110.3 117.02 124.0
Refuse removal 6.0% 77.3 81.9 86.8
Other
sub-tota 0 0 0 0 161549 1719829 18301
VAT on Services
Total small household bill: K} K ) 5 161580 171989  1830.1
% increase/-decrease K} K} 5 5 6.4% 6.4
Monthly Account for Household - 'Indiger; 3
Household receiving free basic services
Rates and services charges:
Property rates 6.0% 270.3 286.5 303.7
Electricity: Basic levy 8.9% 83.9 89.83 96.1
Electricity: Consumption 1.9% 405.4 433.8 464.1,
Water: Basic levy 6.0% 75.77 80.31 85.1
Water: Consumption 6.0% 121.2 128.4 136.1
Sanitation 6.0% 110.38 117.0 124.0
Refuse removal 6.0% 71.3 81.91 86.8
Other
sub-total o} ) 0 0 114489 121785 1296.2
VAT on Services
Total small household bill: 0 0 0 ) 114489 121785 1296.2
% increase/-decrease 0 0 0 0 6.4% 6.&‘1
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1.5 Operating Expenditure Framework

The
following:

Mu n i c ipgnditlré ftamewerk fer the 2017/18 budget and MTREF is informed by the

The asset renewal strategy and the repairs and maintenance plan;

Balanced budget constraint (operating expenditure should not exceed operating revenue)
unless there are existing uncommitted cash-backed reserves to fund any deficit;

Funding of the budget over the medium-term as informed by Section 18 and 19 of the
MFMA;

The capital programme is aligned to the asset renewal strategy and backlog eradication
plan;

Operational gains and efficiencies will be directed to funding the capital budget and other
core services; and

Strict adherence to the principle of no project plans no budget. If there is no business plan
no funding allocation can be made.

o To Do Do oo

The following table is a high level summary of the 2017/2018 budget and MTREF (classified per
main type of operating expenditure):

Table 13 Summary of operating expenditure by standard classification

Table 13 Summary of Operating Expenditure by Standard Classification ltem
Current year 2016/17 2017/18 Medium Term Revenue & Expenditure Framework
Expenditure by type Original Adjusted Full year Budget year |% Increase | Budget year +] Budget year +1
Budget Budget Forecast 2017/2018 (Decrease) |2018/2019 2019/2020

Employee Related Costs 47 215 689.00 45978 901.00 45978 901.00 49 356 104.0( 7.35% 52 787 897.0Q 56 459 961.0(
Remuneration of Councillors 3246 332.00 3460789.00 3460789.00 3716 887.0 7.40% 3977 070.00 4 255 464.00
Debt Impaired 6194 054.00 11 388 256.00 11 388 256.0Q 11 387 767.0( 0.00% 11 387 767.00 11 387 766.00Q
Depreciation & Asset Impairment 29 406 915.00 29 442 204.00 29 442 204.0Q 25 827 264.0( -12.28% 25 827 264.0Q 25 827 264.0(
Finance Charges 310 000.00 230 000.00] 230 000.00 260 000.00 13.04% 260 000.00 260 000.00
Bulk Purchases 22 962 421.00 22 962 421.0Q 22 962 421.0Q 23 388 287.0( 1.85% 25 043 767.0Q 26 772 330.0(
Other Materials - -

Contacted Services = - = 1 123 600.04 1191 016.00 1262 477.0¢
Transfers and Grants 9536 950.00 6777352.00 6 777 352.00 - - =
Other Expenditure 34 537 489.0Q 35 062 000.0Q 35 062 000.0Q 34 211 599.0( -2.43% 35 908 584.00 35 266 690.00
Loss on Disposable PPE 20 000.00| 20 000.00 20 000.00| 20 000.00 0.009 20 000.00 20 000.00|
Total Expenditure 153 429 850.00 155 321 923.00 155 321 923.00 149 291 508.0 -3.88% 156 403 365.00 161 511 952.0

The budgeted allocation for employee related costs for the 2017/2018 financial year totals
R49,356 million, which equals 33.06 per cent of the total operating expenditure. In relation to the
collective SALGBC agreement, salary increases have been factored into this budget at a
percentage increase of 7.36 per cent for the 2017/2018 financial year. An annual increase of 7
per cent and 7 per cent has been included in the two outer years of the MTREF. As part of the
Municipalityos cost reprioritization and
significantly rationalized downwards. In addition, expenditure against overtime was significantly
reduced, with provisions against this budget item only being provided for emergency services and
other critical functions.

cash m

The cost associated with the remuneration of councillors is determined by the Minister of Co-
operative Governance and Traditional Affairs in accordance with the Remuneration of Public
Office Bearers Act, 1998 (Act 20 of 1998). The most recent proclamation in this regard has been
taken into account in compiling the Municip

(@}

ality
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The provision of debt impairment was determined based on an annual collection rate of 85 per

cent and the Debt Write-off Policy of the Municipality. For the 2017/2018 financial year this

amount equates to R 11,388 million and remains the same throughout the MTREF financial years.

While this expenditure is considered to be a non-cash flow item, it informed the total cost
associated with rendering the services of the muni
anticipated revenues.

Provision for depreciation and asset impairment h
Management Policy. Depreciation is widely considered a proxy for the measurement of the rate

asset consumption. Note that the implementation of GRAP 17 accounting standard has meant

bringing a range of assets previously not included in the assets register onto the register. This

has resulted in a significant increase in depreciation relative to previous years.

Finance charges consist primarily of the repayment of interest on long-term borrowing (cost of
capital). Finance charges make up 0.17 per cent (R ,260 million) of operating expenditure
excluding annual redemption for 2017/2018. As previously noted, the Municipality has reached
its prudential limits for borrowing i hence the planned borrowing to finance the capital budget
does not result in finance charges as a percentage of operational expenditure increasing i rather
it decreases to 0.17 and 0.16 per cent over the MTREF.

Bulk purchases are directly informed by the purchase of electricity from Eskom and water from
DWAF. The annual price increases have been factored into the budget appropriations and
directly inform the revenue provisions. The expenditures include distribution losses.

Other materials comprise of amongst others the purchase of fuel, diesel, materials for

mai ntenance, cleaning materi al s and chemical s.
maintenance plan this group of expenditure has been prioritised to ensure sustainability of the
Municipalityds infrastructure.

Other expenditure comprises of various line items relating to the daily operations of the
municipality. This group of expenditure has also been identified as an area in which cost savings
and efficiencies can be achieved. In 2017/2018 it has decreased by 2.42 per cent and increases
by 4.96 in 2018/19 and decreases by 1.79 per cent in 2019/20.

The following table gives a breakdown of the main expenditure categories for the 2017/2018
financial year.
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Expenditure by Type - Major - Chart A7
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TIUAUD | ISAUD | ISIBAUD | g ADJ FCST ACT 17118 11819 | +219/20

BEmployee related costs 33695250 | 34412205 | 37333045 | 47215639 | 45978 901 45978 901 45973 901 49356 104 | 52787 897 | 56450 961

OBulk purchases 18410 486 | 18731283 | 21065220 | 22962 421 22962 421 22962 421 22962 421 23388 287 | 25043767 | 26772330

Q0ther expenditure 32688 426 | 40263 054 | 21596022 | 34537 491 35062 001 35062 001 35062 001 34211599 | 35908 584 | 35266 690

BDepreciation & asset impairment | 27893 034 | 28621 656 28119 948 29406 916 29442 205 29442 205 29442 205 25827 264 | 25827 264 | 25827 264

Figure 1 Main operational expenditure categories for the 2015/2016 financial year

1.5.1 Priority given to repairs and maintenance

Aligned to the priority being given to preservi.:

infrastructure, the 2017/2018 budget and MTREF provide for extensive growth in the area of asset
maintenance, as informed by the asset renewal strategy and repairs and maintenance plan of the
Municipality. In terms of the Municipal Budget and Reporting Regulations, operational repairs
and maintenance is not considered a direct expenditure driver but an outcome of certain other
expenditures, such as remuneration, purchases of materials and contracted services.

During the compilation of the 2017/2018 MTREF operational repairs and maintenance was

decreased owing to the f ac infrasthucaute has beereupgoatied and e

some vehicles are still new. To this end, repairs and maintenance was substantially decreased
by 0.4 per cent in the 2017/2018 financial year, from R3.510 million to R3.496 million. The total
allocation for 2017/2018 equates to R3.496 million, a decrease of 0.4 per cent in relation to the
Adjustment Budget and remains the same over the MTREF. In relation to the total operating
expenditure, repairs and maintenance comprises of 2.34, 2.24 and 2.16 per cent for the respective
financial years of the MTREF. This is mainly due to bulk electricity purchases that continually
exceed growth in other expenditure items.

The table below provides a breakdown of the repairs and maintenance in relation to asset class:

Tablel5 Repairsand maintenance per asset class
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NCO072 Umsobomvu - Supporting Table SA34c Consolidated repairs and maintenance by asset class

Description

R thousand

Ref

2013/14

2014/15

2015/16

Current Year 2016/17

2017/18 Medium Term Revenue §
Expenditure Framework

1

Audited
Outcome

Audited
Outcome

Audited
Outcome

Original
Budget

Adjusted
Budget

Full Year
Forecast

Budget Yeai Budget Yea; Budget Yea|

2017/18 | +1 2018/19 +2 2019/2(Q

Repairs and maintenance expenditure by

Infrastructure

Roads Infrastructure
Roads
Road Structures
Road Furniture
Capital Spares

Storm water Infrastructure
Drainage Collection
Storm water Conveyance
Attenuation

Electrical Infrastructure
Power Plants
HV Substations
HV Switching Station
HV Transmission Conductors
MV Substations
MV Switching Stations
MV Networks
LV Networks
Capital Spares

Water Supply Infrastructure
Dams and Weirs
Boreholes
Reservoirs
Pump Stations
Water Treatment Works
Bulk Mains
Distribution
Distribution Points
PRV Stations
Capital Spares

Sanitation Infrastructure
Pump Station
Reticulation
Waste Water Treatment Works
Outfall Sewers
Toilet Facilities
Capital Spares

Solid Waste Infrastructure
Landfill Sites
Waste Transfer Stations
Waste Processing Facilities
Waste Drop-off Points
Waste Separation Facilities
Electricity Generation Facilities
Capital Spares

Rail Infrastructure
Rail Lines
Rail Structures
Rail Furniture
Drainage Collection
Storm water Conveyance
Attenuation
MYV Substations
LV Networks
Capital Spares

Coastal Infrastructure
Sand Pumps
Piers
Revetments
Promenades
Capital Spares

Information and Communication Infrastru:
Data Centres
Core Layers
Distribution Layers

Asset Class/Sub:

3

rclass

1831, 1831 1 831

cture

Capital Spares

390
390

390
390

390
390

891 891 891

671 671 671

220 220 220

500 500 500

500 500 500
50 50 50

50 50 50
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Community Assets
Community Facilities
Halls
Centres
Creches
Clinics/Care Centres
Fire/Ambulance Stations
Testing Stations
Museums
Galleries
Theatres
Libraries
Cemeteries/Crematoria
Police
Purls
Public Open Space
Nature Reserves
Public Ablution Facilities
Markets
Stalls
Abattoirs
Airports
Taxi Ranks/Bus Terminals
Capital Spares
Sport and Recreation Facilities

Indoor Facilities
Outdoor Facilities
Capital Spares

Heritage assets
Monuments
Historic Buildings
Works of Art
Conservation Areas
Other Heritage

Investment properties
Revenue Generating
Improved Property
Unimproved Property
Non-revenue Generating
Improved Property
Unimproved Property

Other assets

Operational Buildings
Municipal Offices
Pay/Enquiry Points
Building Plan Offices
Workshops
Yards
Stores
Laboratories
Training Centres
Manufacturing Plant
Depots
Capital Spares

Housing
Staff Housing
Social Housing
Capital Spares

Biological or Cultivated Assets
Biological or Cultivated Assets

Intangible Assets
Servitudes
Licences and Rights
Water Rights
Effluent Licenses
Solid Waste Licenses
Computer Software and Applications

Unspecified

Computer Equipment
Computer Equipment

Eurniture and Office Equipment
Furniture and Office Equipment

Machinery and Equipment
Machinery and Equipment

Transport Assets
Transport Assets

Libraries
Libraries

Zoo's, Marine and Non-biological Animals

a

a

250

250

250

Load Settlement Software Applications

Zoo's, Marine and Non-biological Animajs

250
247

35

263
263

1 114;
1114

250
247

35
35

263
263

1114
1114

250
247

35
35

263
263

1 114
1 114

Total Repairs and Maintenance Expendityre

3 496;

3 496,

3 496

R&M as % Operating Expenditure

R&M as a % of PPE [ I

0.0%
0.0%

0.0%
0.0%

0.0%
0.0%

0.0%
0.0%

|

0.0%
0.0%

|

0.0%
0.0%

0.0%
0.0%

2.3%

0.6% ]

0.6%
2.2%
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For the 2017/2018 financial year, 52.37 per cent or R1.831 million of total repairs and
maintenance will be spent on infrastructure assets. Electricity infrastructure has received a
significant proportion of this allocation totalling 48.66 per cent (R.891million), followed by water
infrastructure at 27.31 per cent (R.500 million), roads at 21.30 per cent (R.390 million) and
sanitation at 2.73 per cent (R.050 million). Community assets have been allocated 0.14 per cent
of total repairs and maintenance.

1.5.2 Free Basic Services: Basic Social Services Package

The social package assists households that are poor or face other circumstances that limit their
ability to pay for services. To receive these free services, the households are required to register
in terms of the Muni cThetarget is tp degistelf 3b56iogreoretindigeat| i c vy .
households during the 2017/2018 financial year, a process reviewed annually. Detail relating to
free services, cost of free basis services, revenue lost owing to free basic services as well as
basic service delivery measurement is contained in Table 10 MBRR A10 (Basic Service Delivery
Measurement) on page 30.

The cost of the social package of the registered indigent households is largely financed by national
government through the local government equitable share received in terms of the annual Division
of Revenue Act.

1.6 Capital expenditure
The following table provides a breakdown of budgeted capital expenditure by vote:
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Table 16 2017/18 Medium-term capital budget per vote

NC072 Umsobomvu - Table A5 Consolidated Budgeted Capital Expenditure by vote, functional classification and funding

Vote Description

R thousand

Refi

2013/14

2014/15

2015/16

Current Year 2016/17

2017/18 Medium Term Revenue §
Expenditure Framework

Audited
Outcome

Audited
Outcome

Audited
Outcome

Original
Budget

Adjusted
Budget

Full Year
Forecast

Pre-audit
outcome

Budget Yea} Budget Yeal Budget Yed|
2017/18 | +1 2018/18 +2 2019/2(

Capital expenditure - Vote
Multi-year expenditurto be appropriated
Vote 1 - EXECUTIVE & COUNCIL
Vote 2 - FINANCE & ADMIN
Vote 3 - COMMUNITY SERVICES
Vote 4 - TECHNICAL SERVICES
Vote 5 - [NAME OF VOTE 5]
Vote 6 - [NAME OF VOTE 6]
Vote 7 - [NAME OF VOTE 7]
Vote 8 - [INAME OF VOTE 8]
Vote 9 - [NAME OF VOTE 9]
Vote 10 - [NAME OF VOTE 10]
Vote 11 - [NAME OF VOTE 11]
Vote 12 - [NAME OF VOTE 12]
Vote 13 - [NAME OF VOTE 13]
Vote 14 - [NAME OF VOTE 14]
Vote 15 - [NAME OF VOTE 15]
Capital multi-year expenditure sub-total

Single-year expenditute be appropriated
Vote 1 - EXECUTIVE & COUNCIL
Vote 2 - FINANCE & ADMIN
Vote 3 - COMMUNITY SERVICES
Vote 4 - TECHNICAL SERVICES
Vote 5 - [NAME OF VOTE 5]

Vote 6 - [NAME OF VOTE 6]
Vote 7 - [NAME OF VOTE 7]
Vote 8 - [NAME OF VOTE 8]
Vote 9 - [NAME OF VOTE 9]
Vote 10 - [NAME OF VOTE 10]
Vote 11 - [NAME OF VOTE 11]
Vote 12 - [NAME OF VOTE 12]
Vote 13 - [NAME OF VOTE 13]
Vote 14 - [NAME OF VOTE 14]
Vote 15 - [NAME OF VOTE 15]
Capital single-year expenditure sub-total

e R e T T e e T B B

o T R e T T T T B I

e R R e T T T T T T B

e R e e T e e e T B B

e B e T T T T BT R

ol e e T T T R

e B e T T T T R R R

[T R e T T T R
e i e i
o i i i

i i i
3 500 1480
250 133
17 031 17 420

20 781 19 032

Total Capital Expenditure - Vote

rfonf— = = — — o

rfod— = = =

o= = = = - -

o= = = = - - =

o= = =

e e e i e e T e T B

20 781 19 032

Capital Expenditure - Functional

Governance and administration
Executive and council
Finance and administration
Internal audit

Community and public safety
Community and social services
Sport and recreation
Public safety
Housing
Health

Economic and environmental services
Planning and development
Road transport
Environmental protection

Trading services
Energy sources
Water management
Waste water management
Waste management

Other

3 500 1480

3 500 1480

250
250

133
133

11 03% <} ¢}
11 03% i i
6 000

2 000
4 000

17 420
6 000
11 420

13 331
1 500
11 831

Total Capital Expenditure - Functional

20 781 19 032 15 567

Funded by:
National Government
Provincial Government
District Municipality
Other transfers and grants
Transfers recognised - capital
Public contributions & donations
Borrowing
Internally generated funds

17 031 16 420 13 331

17 03% 16 420 13 331

3 750 2613 2 239

Total Capital Funding

20 781 19 032 15 567
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For 2017/2018 an amount of R 20.781 million has been appropriated for the development of
infrastructure which represents 100 per cent of the total capital budget. In the outer years this
amount totals R19.032 million and R15.567 million, 100 per cent respectively for each of the
financial years. Road transport receives the highest allocation of R 11.031 million in 2017/2018
which equates to 53.08 per cent followed by water services at 19.25 per cent, R4 million.

Total new assets represent 100 per cent or R 20.781 million of the total capital budgets. Further
detail relating to asset classes and proposed capital expenditure is contained in Table 15 MBRR
A9 (Asset Management) on page 38. In addition to the MBRR Table A9, MBRR Tables SA34a
and SA34c provides a detailed breakdown of the capital programme relating to new asset
construction as well as operational repairs and maintenance by asset class (refer to pages 89, 90
and 91). Some of the salient projects to be undertaken over the medium-term includes, amongst
others:

Noupoort Electricity Network i R2 million;

Kuyasa Main Road Water Pipe Line i R4 million;

New Ouboks Arterial Road Paving i R11.031 million;

New Financial System i R 3.500 million;

Develop New Cemetery Site in Colesberg i R250 thousand (1% portion of 3 payments);

Too Too oo Too Too

Furthermore, pages 93 to 95 contain a detail breakdown of the capital budget per project over the
medium-term.

The following graph provides a breakdown of the capital budget to be spent on infrastructure
related projects over the MTREF.

Capital expenditure by Municipal Vote (Minor) - Chart A10
250000 000

200000 000

150000 000

Rm

100000 000

50000 000

D_DDDDD ]

13/14 14115 1816 | CYAGHT | CY 4817 | CY18HT | CY. 1617 Budget E':adrgfﬁ Sudget

AUD AUD AUD FesT 17118 1819 19120

a
OTechnical Services 49235435 | 34918209 | 208870 653 | 286090 800 | 29690 500 | 29690800 | 29690 800 | 17031400 | 17419950 | 13331300
oCommunity Services 198 282 4549 903 4383140 - - - - 250 000 132 500 640450
mFinance & Administration | 383 411 192 654 733233 1550 000 | 2057 210 2057210 | 2057210 3500 000 1480 000 1595 000
| Executive & Council 661384 34 387 20488 - - - - - - -
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Figure 2 Capital Infrastructure Programme

1.6.1 Future operational cost of new infrastructure

The future operational costs and revenues associated with the capital programme have been
included in the MTREF expenditure. This concomitant operational expenditure is expected to
escalate to R5 million by 2018/19 and to R1.500 million by 2019/20. It needs to be noted that as
part of the 2017/18 MTREF, this expenditure has been factored into the two outer years of the
operational budget.

1.7 Annual Budget Tables

The following eighteen pages present the ten main budget tables as required in terms of section

8 of the Municipal Budget and Reporting Regul ati
2017/2018 budget and MTREF as approved by the Council. Each table is accompanied by

explanatory notes on the facing page.

Table 17 MBRR Table Al - Budget Summary
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NC072 Umsobomvu - Table Al Consolidated Budget Sur

2017/18 Medium Term Revenue

Description 2013/14 2014/15 2015/16 Current Year 2016/17 )
Expenditure Framework
R thousands Audited Audited Audited Original | Adjusted | Full Year [ Pre-audit [Budget Yea Budget Yea Budget Yed
Outcome | Outcome { Outcome | Budget Budget Forecast | outcome [ 2017/18 | +12018/1¢ +2 2019/2(
Einancial Performance
Property rates ¢} i i i i i i 9 266 9822 10 412
Service charges i i i ] i i i 61 327 65 354 69 644
Investment revenue i i i i i i i 560 560 570
Transfers recognised - operational i i i i i i i 44 920 48 582 51 769
Other own revenue i i i i i i i 16 320 16 874 17 464
Total Revenue (excluding capital transfer i i i i i i i 132 394 141 192 149 86(
and contributions)
Employ ee costs i i i i i i i 49 356 52 788 56 460
Remuneration of councillors i i i i i i i 3717 3977 4 255
Depreciation & asset impairment i i i i i i i 25 827 25 827, 25 821
Finance charges i i i i i i i 260 260 260
Materials and bulk purchases i i i i i i i 23 388 25044 26 772
Transfers and grants i i i i i i i i i i
Other expenditure i i i i i i i 46 743 48 507 47 937
Total Expenditure i i i i i i i 149 292 156 403 161 512
Surplus/(Deficit) i i i i i i i (1689¢8)  (15211) (11657
Transfers and subsidies - capital (mone! i i i i i i i 17 031 16 420 13 331
Contributions recognised - capital & con i i i i i i i i i i
Surplus/(Deficit) after capital transfers & i i i i i i i 134 1209 1679
contributions
Share of surplus/ (deficit) of associate i i i i i i i i i i
Surplus/(Deficit) for the year i i i i i i i 134 1209 1679
Capital expenditure & funds sources
Capital expenditure ) i i i i i i 20 781 19 032 15 567
Transfers recognised - capital s i i i i i i 17 031 16 42 13 331
Public contributions & donations ) i i i i i i i i i
Borrowing ¢} i i i i i i i i i
Internally generated funds ) i i i i i i 3750 2613 2 235
Total sources of capital funds ¢} i i i i i i 20 781 19 032 15 567
Financial position
Total current assets ¢} i i i i i i 151 779 173 907 200 224
Total non current assets ) i i i i i i 572 110 586 33( 599 771
Total current liabilities ¢} i i i i i i 4722, 4927 5 150,
Total non current liabilities s} i i i i i i 25 888 24 985 24 909
Community wealth/Equity ) i i i i i i 693 279 730 326 769 934
Cash flows
Net cash from (used) operating 0 i i i i i i 23380 23 555 23066
Net cash from (used) investing s} i i i i i i (20 781)  (1903Z) (15561
Net cash from (used) financing 0 i i i i i i (809 108 193
Cash/cash equivalents at the year end 5} i i i i i i 29 943 34 574 42 264
Cash backing/surplus reconciliation
Cash and investments available s} i i i i i i 29 943 34 574 42 264
Application of cash and investments 0 i i i i i i (95 645) (109 528) (124 294
Balance - surplus (shortfall) 5} i i i i i i 125 588 144 102 166 564
Asset management
Asset register summary (WDV) s} i i i i i 572 11( 572 11( 586 33( 599 771
Depreciation 0 i i i i i 25 827 25 827 25 827 25 821
Renewal of Existing Assets 5} i i i i i i i i i
Repairs and Maintenance 0 i i i i i 3496 3496 3496 3496
Eree services
Cost of Free Basic Services provided 0 i i i i i 7 455| 7 455 7923 8 422
Revenue cost of free services provided 5} i i i i i 818 818 867 919
Households below minimum service leyel
Water: i i i i i i i i i i
Sanitation/sew erage: i i i i i i 0 0 0 0
Energy: i i i i i i i i i i
Refuse: i i i i i i . i i i
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Explanatory notes to MBRR Table Al - Budget Summary

1. Table A1 is a budget summary and provides a con«
from all of the major financial perspectives (operating, capital expenditure, financial position,
cash flow, and MFMA funding compliance).

2. The table provides an overview of the amounts approved by Council for operating
performance, resources deployed to capital expenditure, financial position, cash and funding
compliance, as wel |l as the municipalityds c¢commi
backlogs.

3. Financial management reforms emphasises the importance of the municipal budget being
funded. This requires the simultaneous assessment of the Financial Performance, Financial
Position and Cash Flow Budgets, along with the Capital Budget. The Budget Summary
provides the key information in this regard:

a. The operating surplus (after Total Expenditure) is positive over the MTREF
b. Capital expenditure is balanced by capital funding sources, of which
i. Transfers recognised is reflected on the Financial Performance Budget;
ii. Borrowing is incorporated in the net cash from financing on the Cash Flow
Budget
iii. Internally generated funds are financed from a combination of the current
operating surplus and accumulated cash-backed surpluses from previous
years. The amount is incorporated in the Net cash from investing on the Cash
FIl ow Budget . The fact that tpbsivepaodni ci pal
is improving indicates that the necessary cash resources are available to fund
the Capital Budget.

4. The Cash backing/surplus reconciliation shows that in previous financial years the
municipality was not paying much attention to managing this aspect of its finances, and
consequently many of its obligations are not cash-backed. This place the municipality in a
very vulnerable financial position, as the recent slow-down in revenue collections highlighted.
Consequently, Council has taken a deliberate decision to ensure adequate cash-backing for
all material obligations in accordance with the recently adopted Funding and Reserves Policy.
This cannot be achieved in one financial year.

5. Even though the Council is placing great emphasis on securing the financial sustainability of
the municipality, this is not being done at the expense of services to the poor. The section of
Free Services shows that the amount spent on Free Basic Services and the revenue cost of
free services provided by the municipality continues to increase. In addition, the municipality
continues to make progress in addressing service delivery backlogs. It is anticipated that by
2017/18 the water backlog will have been eliminated.
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Table 18 MBRR Table A2 - Budgeted Financial Performance (revenue and expenditure by

standard classification)

NC072 Umsobomvu - Table A2 Consolidated Budgeted Financial Performance (revenue and expenditure by functional classification)

) o o 2017/18 Medium Term Revenue §
Functional Classification Description [Reff 2013/14 | 2014/15 i 2015/16 Current Year 2016/17 )
Expenditure Framework
R thousand 1 Audited { Audited i Audited | Original | Adjusted | Full Year |Budget Yea; Budget Yea; Budget Yed
Outcome | Outcome i Outcome | Budget Budget | Forecast | 2017/18 } +12018/19 +2 2019/2(
Revenue - Functional
Governance and administration 0 0 0 0 0 0 56 862 62 074 66 099
Executive and council i i i i i i 39 760 44 147 47 543
Finance and administration i i i i i i 17 102 17 927 18 552
Internal audit i i i i i i i i i
Community and public safety 0 0 0 0 0 0 10 345 10 781 11004
Community and social services i i i i i i 2003 2022 1807
Sport and recreation i i i i i i i i i
Public safety i i i i i i 8342 8759 9197
Housing i i i i i i i i i
Health i i i i i i i i i
Economic and environmental services 0 0 0 d o} 0 12 092 60 60
Planning and development i i i i i i i i i
Road transport i i i i i i 12 092 60 60
Environmental protection i i i i i i i i i
Trading services 0 0 ) 0 0 0 70127 84 697 86 032
Energy sources i i i i i i 37174 42 638 41773
Water management i i i i i i 18 027 26 238 27 484
Waste water management i i i i i i 8 844 9374 9937
Waste management i i i i i i 6082 6 447 6 834
Other 4 0 0 0 0 0 0 0 0 0
Total Revenue - Functional 2 0 b 0 0 i} 0 149425 157612 163 19]
Expenditure - Functional
Governance and administration 0 0 0 0 o} 0 40 362 43 389 44 449
Executive and council i i i i i i 13 645 14 294 14 999
Finance and administration i i i i i i 26718 29 095 29 45(
Internal audit i i i i i i i i i
Community and public safety 0 0 0 0 0 0 20 491 21 569 22 471
Community and social services i i i i i i 8 381 8713 9083
Sport and recreation i i i i i i 3252, 3472 3708
Public safety i i i i i i 8 009 8 476 8713
Housing i i i i i i 850 907 967
Health i i i i i i i i i
Economic and environmental services 0 0 0 o} o} 0 13 422 13 832 14 254
Planning and development i i i i i i i i i
Road transport i i i i i i 13 422 13832 14 254
Environmental protection i i i i i i i i i
Trading services 0 0 0 0 ) 0 75016 77 614 80 335
Energy sources i i i i i i 28 545 30 308 32181
Water management i i i i i i 26 935 27 336 271726
Waste water management i i i i i i 10 936 11 202 11 481
Waste management i i i i i i 8 600 8 768 8948
Other 4 0 0 0 0 0 0 b d 0
Total Expenditure - Functional 3 0 0 0 0 0 0 149292 156403 161517
Surplus/(Deficit) for the year 0 0 d 0 ) 0 134 1209 1679
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Explanatory notes to MBRR Table A2 - Budgeted Financial Performance (revenue and
expenditure by standard classification)

1. Table A2 is a view of the budgeted financial performance in relation to revenue and
expenditure per standard classification. The modified GFS standard classification divides the
municipal services into 4 functional areas. Municipal revenue, operating expenditure and
capital expenditure are then classified in terms if each of these functional areas which enables
the National Treasury to compile O6whole of gover

2. Note the Total Revenue on this table includes capital revenues (Transfers recognised i
capital) and so does not balance to the operating revenue shown on Table A4.

3. Note that as a general principle the revenues for the Trading Services should exceed their
expenditures. The table highlights that this is the case for Electricity, Water, Waste water and
the Waste management function. As already noted above, the municipality will be undertaking
a detailed study of this function to explore ways of improving efficiencies and provide a basis
forreeeval uating the functionb6s tariff structure.

4. Other functions that show a deficit between revenue and expenditure are being financed from
rates revenues and other revenue sources reflected under the Corporate Services.

Table 19 MBRR Table A3 - Budgeted Financial Performance (revenue and expenditure by
municipal vote)

NC072 Umsobomvu - Table A3 Consolidated Budgeted Financial Performance (revenue and expenditure by municipal vote)
2017/18 Medium Term Revenue §
Expenditure Framework

Audited Audited Audited Original Adjusted Full Year | Budget Yea; Budget Yea Budget Yeal

Vote Description Refi 2013/14 2014/15 2015/16 Current Year 2016/17

R thousand
Outcome § Outcome ;{ Outcome Budget Budget Forecast 2017/18 ; +1 2018/19 +2 2019/2Q
Revenue by Vote 1
Vote 1 - EXECUTIVE & COUNCIL 39 760 44 147 47 543
Vote 2 - FINANCE & ADMIN 17 102 17 927 18 552

Vote 3 - COMMUNITY SERVICES
Vote 4 - TECHNICAL SERVICES
Vote 5 - [NAME OF VOTE 5]

Vote 6 - [NAME OF VOTE 6]

Vote 7 - [NAME OF VOTE 7]

Vote 8 - [NAME OF VOTE 8]

Vote 9 - [NAME OF VOTE 9]

Vote 10 - [NAME OF VOTE 10]

i
i
i 10 345 10 781 11 004
i
i
i
i
i
i
i
Vote 11 - [NAME OF VOTE 11] i
i
i
i
i
4

82 219 84 757 86 092
i i .

Vote 12 - [NAME OF VOTE 12]
Vote 13 - [NAME OF VOTE 13]
Vote 14 - [NAME OF VOTE 14]
Vote 15 - [NAME OF VOTE 15]
Total Revenue by Vote 2

i i i i i
i i i i i
i i i i i
i i i i i
i i i i i
i i i i i
i i i i i
i i i T i
i i i i i
i i i i i
i i i T i
i T 1 T i
i T 1 T i
i i i T i
i i i I i
s} <] <] [¢] 3

149 428 157 612 163

Expenditure by Vote be appropriated 1
Vote 1 - EXECUTIVE & COUNCIL
Vote 2 - FINANCE & ADMIN
Vote 3 - COMMUNITY SERVICES
Vote 4 - TECHNICAL SERVICES
Vote 5 - [NAME OF VOTE 5]

Vote 6 - [NAME OF VOTE 6]

Vote 7 - [NAME OF VOTE 7]

Vote 8 - [NAME OF VOTE 8]

Vote 9 - [NAME OF VOTE 9]

Vote 10 - [NAME OF VOTE 10]

Vote 11 - [NAME OF VOTE 11]

Vote 12 - [NAME OF VOTE 12]

Vote 13 - [NAME OF VOTE 13]

Vote 14 - [NAME OF VOTE 14]

Vote 15 - [NAME OF VOTE 15]
Total Expenditure by Vote 2
Surplus/(Deficit) for the year 2

13 645 14 294 14 999
26 718 29 095 29 45(
20 491 21569 22 471
88 438 91 444 94 592

i T T
149 292 156 403 161 513
134 1209 1679

o= = o — — o — — o — — =
Qo= = — o — — o — — = = — = —

R e e e e e e i e i T e i e R
e R T e e e T T T e e T I I

S e e e e e e e e e e e e R

o= = = = = — — — — = = —
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Explanatory notes to MBRR Table A3 - Budgeted Financial Performance (revenue and
expenditure by municipal vote)

1.

Table A3 is a view of the budgeted financial performance in relation to the revenue and
expenditure per municipal vote. This table facilitates the view of the budgeted operating
performance in relation to the organisational structure of the Municipality. This means it is
possible to present the operating surplus or deficit of a vote. The following table is an analysis
of the surplus or deficit for the electricity and water trading services.

Table 20 Surplus/(Deficit) calculations for the trading services

VOTE DESCRIPTION [ 2013/14 | 2014/15 | 2015/16 Current Year 2016/17 Expenditure

R thousand Outcome |Outcome |Outcome |Budget Budget Forecast |2017/18 [+12018/19 |2019/20

20115/16 Medium Term Revenue &

Budget
Audited | Audited | Audited | Original | Adjusted |Full Year |Year Budget Yed Budget Year +

ELECTRICITY - Revenug 29471 07¢ 25024889 33486341 47104504 5041450q4 50414504 37174434 42637533 41773226
ELECTRICITY - Expendijul 588 384 23575811 25542160 27929731 28065049 28065043 28544633 30307954 32180713

% Surplus (Deficit) 9.789 5.79 23.729 40.719 44.33Y 44,339 23.219 28.929 22.96%

WATER - Revenue 57737804 39976741 50384389 15417943 15332943 15332943 18027024 26238213 27488 244
WATER - Expenditure | 26800184 23603979 32990169 27325624 26662594 26662594 26934964 27335991 27725789

% Surplus (Deficit) 53.589 40.969 34.529 -11.23Y -73.899 -73.89%  -49.419 -4.18Y -0.86Y

28826927 1449074 7944181 19174779 22349463 22349463 8629804 12329574 9592 513

30937614 16372769 17394216 (11907 681) (11329 649) (11329 649) (8 907 940) (1097 77§ (237543

The electricity trading surplus is decreasing in 2017/18 from 44.33 per cent to 23.21 per cent
and it is increasing in 2018/19 from 23.21 per cent or R8.630 million in 2017/18 to 28.92 per
cent. This is primarily as a result of the high increases in Eskom bulk purchases and low
increase in municipal tariff as guided by Nersa.

The deficit on the water services decreases from 73.89 per cent in 2016/17 to 49.41 per cent
in 2017/18 and decreases further over the two outer years to 4.18 per cent and 0.86 per cent
respectively.

Note that the surpluses on these trading accounts are utilised as an internal funding source
for the capital programme for asset renewal, refurbishment and the development of new asset
infrastructure, and are not used to cross-subsidise other municipal services.

Table 21 MBRR Table A4 - Budgeted Financial Performance (revenue and expenditure)
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expenditure)

NC072 Umsobomvu - Table A4 Consolidated Budgeted Financial Performance (revenue and expenditure)
- 2017/18 Medium Term Revenue §
Description Refi 2013/14 2014/15 2015/16 Current Year 2016/17 )
Expenditure Framework
R thousand Audited Audited Audited Original | Adjusted { Full Year | Pre-audit [ Budget Yea Budget Yea Budget Yed|
Outcome { Outcome { Outcome [ Budget Budget Forecast | outcome | 2017/18 | +12018/19 +2 2019/2(
Revenue By Source
Property rates 2 i i i i i i i 9 266} 9 822 10 412
Service charges - electricity revenue 2 i i i i i i i 34 448 36 861 39 444
Service charges - water revenue 2 i i i i i i i 12 844 13 617 14 434
Service charges - sanitation revenue 2 i i i i i i i 8284 8781 9308
Service charges - refuse revenue 2 i i i i i i i 5749 6 094 6 460
Service charges - other
Rental of facilities and equipment 271 286 301
Interest earned - external investments 560 560 570
Interest earned - outstanding debtors 2197, 2299 2 409
Dividends received
Fines, penalties and forfeits 6093 6 399 6 720
Licences and permits 2285 2399 2519
Agency services 218 229 240
Transfers and subsidies 44 920 48 582 51 769
Other revenue 2 i i i i i i i 5 256 5 262 5278
Gains on disposal of PPE
Total Revenue (excluding capital transfer ] ] d d 8 8 d 132 394 141 197 149 86
and contributions)
Expenditure By Type
Employee related costs 2 49 356 52 788 56 460
Remuneration of councillors 3717 3977 4 255
Debt impairment 3 11 388 11 388 11 384
Depreciation & asset impairment 2 25 827 25 827 25 821
Finance charges 260 260 260
Bulk purchases 2 23388 25 044 26 772
Other materials 8
Contracted services i i i i i i i 1124 1191 1262
Transfers and subsidies i i i i i i i i i i
Other expenditure 4,8 i i i i i i i 34 212 35909 35 267
Loss on disposal of PPE 20 20 20
Total Expenditure 0 0 d d ) ) d 149 297 156 403 161 511
Surplus/(Deficit) 8 [ ] 0 d 3 0 (16 898) (15211 (11659
Transfers and subsidies - capital (mone!
allocations) (National / Provincial and Di 17 031 16 420 13 331
Transfers and subsidies - capital (mone
allocations) (National / Provincial Depart]
Agencies, Households, Non-profit Institu
Private Enterprises, Public Corporatons,| 6 i i i i i i i i i i
Transfers and subsidies - capital (in-king - al
Surplus/(Deficit) after capital transfers & ) ] 8 d 8 8 d 134 1209 1679
contributions
Taxation
Surplus/(Deficit) after taxation ¢} ¢} ) ) d d ) 134 1209 1679
Attributable to minorities
Surplus/(Deficit) attributable to municipality 5} ¢} d d d d d 134 1209 1679
Share of surplus/ (deficit) of associate | 7
Surplus/(Deficit) for the year s} ¢} ) ) ) ) ) 134 1209 1679
Explanatory notes to Table A4 - Budgeted Financial Performance (revenue and

1. Total revenue is R132.394 million in 2017/18 and escalates to R141.192 million by 2018/19.
This represents a year-on-year increase of just 6.65 per cent for the 2018/2019 financial year

and 6.14 per cent increase for the 2019/20 financial year.
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2. Revenue to be generated from property rates is R 8.742 million in the 2016/17 financial year
and increases to R 9.266 by 2017/18 as the property rates tariff will be increased by 6% in the
2017/18 financial year. This constitute 6.87 per cent of the operating revenue base of the
Municipality and therefore remains a significant funding source for the municipality. It remains
relatively constant over the medium-term and tariff increases have been factored in at 6 per
cent and 6 per cent for each of the respective outer years of the MTREF.

3. Services charges relating to electricity, water, sanitation and refuse removal constitutes the
biggest component of the revenue basket of the Municipality totalling R 61.327 million for the
2017/2018 financial year and increasing to R65.354 million by 2018/19. For the 2018/19
financial year services charges amount to 46.59 per cent of the total revenue base and grows
by 6.57 per cent over the medium-term. This growth can mainly be attributed to the increase
in the bulk prices of electricity and water.

4. Transfers recognised 1 operating includes the local government equitable share and other
operating grants from national and provincial government. It needs to be noted that in real
terms the grants receipts from national government are growing rapidly over the MTREF by
6.46 per cent and 7.89 per cent for the two outer years. The percentage share of this revenue
source declines due to the more rapid relative growth in service charge revenues.

5. The following graph illustrates the major expenditure items per type.

60000 000 Expenditure by Type - Major - Chart A7

50000 000

40000 000

RIm000 000 -

20000000 -

10000 000 1

B Depreciation & asset impairment Other expenditure Bulk purchases Employee related costs

|13/14 AUD 27893034 32688 426 18410 486 33695 250
o14/15 AUD 28621656 40263 054 18731283 34412 205
o15/16 AUD 28119948 21596 022 21065220 37333045
mCY 16117 BUD 20406 916 34537 491 22062 421 47215689
|mCY 1617 ADJ 20442 205 35062 001 22062 421 45978 901
acY 1617 FCST 20442 205 35062 001 22062 421 45978 901
BCY 1617 ACT 20442 205 35062 001 22062 421 45978 901
OBudget Year 17/18 25827 264 34211 599 23388 287 49356 104
mBudget Year +118/19 25827 264 35908 584 25043 767 52787 8697
mBudget Year +219/20 25827 264 35266 690 26772330 56459 961

Figure3 Expenditure by major type

6. Bulk purchases have significantly increased over the 2013/2014 to 2019/20 period escalating
from R18.410 million to R26.772 million. These increases can be attributed to the substantial
increase in the cost of bulk electricity from Eskom and water from DWAF.

7. Employee related costs and bulk purchases are the main cost drivers within the municipality
and alternative operational gains and efficiencies will have to be identified to lessen the impact
of wage and bulk tariff increases in future years.
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Table22 MBRRIable A5 Budgeted Capital Expenditure by vote, standard classification and funding
source

NCO072 Umsobomvu - Table A5 Consolidated Budgeted Capital Expenditure by vote, functional classification and funding
2017/18 Medium Term Revenue §

Expenditure Framework
Audited Audited Audited Original Adjusted Full Year Pre-audit | Budget Yea; Budget Yea Budget Yea|
Outcome { Outcome | Outcome Budget Budget Forecast outcome 2017/18 | +12018/19 +2 2019/2(

Vote Description Refi 2013/14 2014/15 2015/16 Current Year 2016/17

R thousand

[N

Capital expenditure - Vote
Multi-year expenditure be appropriated 2
Vote 1 - EXECUTIVE & COUNCIL
Vote 2 - FINANCE & ADMIN
Vote 3 - COMMUNITY SERVICES
Vote 4 - TECHNICAL SERVICES
Vote 5 - [NAME OF VOTE 5]
Vote 6 - [NAME OF VOTE 6]
Vote 7 - [NAME OF VOTE 7]
Vote 8 - [NAME OF VOTE 8]
Vote 9 - [NAME OF VOTE 9]
Vote 10 - [NAME OF VOTE 10]
Vote 11 - [NAME OF VOTE 11]
Vote 12 - [NAME OF VOTE 12]
Vote 13 - [NAME OF VOTE 13]
Vote 14 - [NAME OF VOTE 14]
Vote 15 - [NAME OF VOTE 15]
Capital multi-year expenditure sub-total 7

Ofm m o m
P
P
P
P
o
P
P
N
S

Single-year expenditute be appropriated §{ 2
Vote 1 - EXECUTIVE & COUNCIL
Vote 2 - FINANCE & ADMIN
Vote 3 - COMMUNITY SERVICES
Vote 4 - TECHNICAL SERVICES
Vote 5 - [NAME OF VOTE 5]

Vote 6 - [NAME OF VOTE 6]
Vote 7 - [NAME OF VOTE 7]
Vote 8 - [NAME OF VOTE 8]
Vote 9 - [NAME OF VOTE 9]
Vote 10 - [NAME OF VOTE 10]
Vote 11 - [NAME OF VOTE 11]
Vote 12 - [NAME OF VOTE 12]
Vote 13 - [NAME OF VOTE 13]
Vote 14 - [NAME OF VOTE 14]
Vote 15 - [NAME OF VOTE 15]
Capital single-year expenditure sub-total
Total Capital Expenditure - Vote

i i i

3 500 1480 1 595
250 133 640

17 031 17 420 13 331
. i i

20 781 19 032 15 567
20 781 19 032 15 567

LT T e e e T
LT T e e e e e e e R
LT T e e e e e e
LT e e e e

Oxf Q= —F —F = ==
Ox Q= —F —F = = o=

Capital Expenditure - Functional

Governance and administration 4] 4] <] <] <] <] <] 3 500 1480, 1 595
Executive and council
Finance and administration 3 500 1480 1595
Internal audit

Community and public safety 3 d o <) [¢) [¢) 4] 250 133 640
Community and social services 250 133 640
Sport and recreation
Public safety
Housing
Health

Economic and environmental services [¢] [¢) ¢} ¢} [¢] [¢] ¢} 11 031 [¢] [¢]
Planning and development
Road transport 11 031 T T
Environmental protection

Trading services 3 s} <] <] <] [¢) [¢] 6 000 17 420 13 331
Energy sources 2 000 6 000 1 500
Water management 4 000 11 42¢ 11 831
Waste water management
Waste management

Other

Total Capital Expenditure - Functional 3 [s) [s) [¢] [¢] [¢] [¢] [¢] 20 781 19 032 15 567

Funded by:
National Government 17 031 16 420 13 331
Provincial Government
District Municipality
Other transfers and grants

Transfers recognised - capital
Public contributions & donations 5
Borrowing 6
Internally generated funds 3 750 2 613 2 235

Total Capital Funding 7 3 3 [¢) 8 8 3 8 20 781 19 032 15 567

IS
ox
ox
[
o
[
o
[

17 031 16 420 13 331
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Explanatory notes to Table A5 - Budgeted Capital Expenditure by vote, standard
classification and funding source

1. Table A5 is a breakdown of the capital programme in relation to capital expenditure by
municipal vote (multi-year and single-year appropriations); capital expenditure by standard
classification; and the funding sources necessary to fund the capital budget, including
information on capital transfers from national and provincial departments.

2. The MFMA provides that a municipality may approve multi-year or single-year capital budget
appropriations.

3. Single-year capital expenditure has been appropriated at R20.781 million for the 2017/2018
financial year and decreases to R19.032 million and R15.567 million in the 2018/2019 and
2019/20 financial years respectively.

4. Unlike multi-year capital appropriations, single-year appropriations relate to expenditure that
will be incurred in the specific budget year such as the procurement of vehicles and
specialized tools and equipment. The budget appropriations for the two outer years are
indicative allocations based on the departmental business plans as informed by the IDP and
will be reviewed on an annual basis to assess the relevance of the expenditure in relation to
the strategic objectives and service delivery imperatives of the Municipality. For the purpose
of funding assessment of the MTREF, these appropriations have been included but no
commitments will be incurred against single-year appropriations for the two outer-years.

5. The capital programme is funded from national, provincial grants and transfers and internally
generated funds. For 2017/2018, capital transfers totals consist of R17.031 million (81.95 per
cent national and 18.05 per cent internally generated) and R19.032 million by 2018/19 (86.28
per cent national and 13.72 per cent internally generated). These funding sources are further
discussed in detail in 2.6 (Overview of Budget Funding).
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Table 23 MBRR Table A6 - Budgeted Financial Position

NC072 Umsobomvu - Tahle A6 Consolidated Budgeted Financial Position

o 2017/18 Medium Term Revenue &
Description Refi 2013/14 | 2014/15 | 2015/16 Current Year 2016/17 .
Expenditure Framework
R thousand Audited { Audited | Audited | Original | Adjusted | Full Year [ Pre-audit | Budget Yea Budget Yea Budget Yeq
QOutcome { Outcome | Outcome | Budget | Budget | Forecast | outcome | 2017/18 | +12018/19 +2 2019/
ASSETS
Current assets
Cash 23803 28151 35541
Call investment deposits 1 i i i i i i i 6138 6424 6725
Consumer debtors 1 i i i i i i i 11735¢ 13485 153 482
Other debtors 4075 4075 4075
Current portion of long-term receivables
Inventory 2 401 401 401
Total current assets 0 0 d d d d d 150779 17390F 200 224
Non current assets
Long-term receivables
Investments
Investment property 2061 2061 2061
Investment in Associate
Property, plant and equipment 3 566549 582969 596 30
Agricultural
Biological
Intangible 3500 1300 1410
Other non-current assets
Total non current assets 0 0 d d d d d 512110 586330 599771
TOTAL ASSETS ] 0 d d d d d 723889 76023F 799994
LIABILITIES
Current liabilities
Bank overdraft 1
Borrowing 4 | i |
Consumer deposits 91 916 926
Trade and other payables 4 2 850) 3050 3263
Provisions 961 961 961
Total current liabilities 0 0 d d d d d 4722 4927 5 150)
Non current liabilities
Borrowing i i i i i i i 979 7 i
Provisions i i i i i i i 24908 24908 24908
Total non current liabilities 0 0 d d d d d 25888 24988 24908
TOTAL LIABILITIES 0 0 d d d d d 30610 2991F 30058
NET ASSETS 5 0 0 d d d d d 693279 730326 769934
COMMUNITY WEALTH/EQUITY
Accumulated Surplus/(Deficit) 693279 730326 769934
Reserves 4 i i i
TOTAL COMMUNITY WEALTH/EQUITY § 5 0 0 d d d d d 693279 730324 769934
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Explanatory notes to Table A6 - Budgeted Financial Position

1.

Table A6 is consistent with international standards of good financial management practice,
and improves understandability for councilors and management of the impact of the budget
on the statement of financial position (balance sheet).

This format of presenting the statement of financial position is aligned to GRAP1, which is
generally aligned to the international version which presents Assets less Liabilities as
Afaccountingo Community Wealth. The order
order of liquidity; i.e. assets readily converted to cash, or liabilities immediately required to be
met from cash, appear first.

Table 47 is supported by an extensive table of notes (SA3 which can be found on page 101)
providing a detailed analysis of the major components of a number of items, including:

Call investments deposits;

Consumer debtors;

Property, plant and equipment;

Trade and other payables;

Provisions non-current;

Changes in net assets; and

Reserves

The municipal equivalent of equity is Community Wealth/Equity. The justification is that
ownership and the net assets of the municipality belong to the community.

Any movement on the Budgeted Financial Performance or the Capital Budget will inevitably
impact on the Budgeted Financial Position. As an example, the collection rate assumption
will impact on the cash position of the municipality and subsequently inform the level of cash
and cash equivalents at year end. Similarly, the collection rate assumption should inform the
budget appropriation for debt impairment which in turn would impact on the provision for bad
debt. These budget and planning assumptions form a critical link in determining the
applicability and relevance of the budget as well as the determination of ratios and financial
indicators. In addition, the funding compliance assessment is informed directly by forecasting
the statement of financial position.

Too oo Too Too To To I

Table24 MBRR Table AYBudgeted Cash Flow Statement
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NC072 Umsobomvu - Tahle A7 Consolidated Budgeted Cash Flows

2017/18 Medium Term Revenue §
Expenditure Framework

Audited | Audited | Audited | Original | Adjusted | Full Year | Pre-audit |Budget Yea; Budget Yea Budget Yea

Description Reff 2013/14 | 2014115 { 2015/16 Current Year 2016/17

R oisand Outcome { Outcome { Outcome | Budget | Budget { Forecast | outcome [ 2017/18 | +12018/19 +22019/20
CASH FLOW FROM OPERATING ACTIVITIES
Receipts
Property rates 9266 9822 10412
Service charges 4685 49944 5323
Other revenue 14123 14575 15059
Government - operating | 490 48582 5176
Government - capital 1 1703 16420 1333
Inferest 2116 2189 2276
Dividends 1 i i i
Payments
Suppliers and employ ees (110673) (L7 718) (1227
Finance charges (260 (260 (260
Transfers and Grants 1 i i i

NET CASH FROMI(USED) OPERATING ACTIVITIES & 0 0 0 0 0 0 283G 2355 2306q

CASH FLOWS FROM INVESTING ACTIVITIES
Receipts
Proceeds on disposal of PPE
Decrease (Increase) in non-current debtqr
Decrease (increase) other non-current receivables
Decrease (increase) in non-current invegiments
Payments
Capital assets 0788 (19038 (15561
NET CASH FROM/(USED) INVESTING ACTIVITIES & 0 0 0 0 0 0| (078 (1903 (15561

CASH FLOWS FROM FINANCING ACTIVITIES
Receipts
Short term loans i i i
Borrowing long term/refinancing i i i

Increase (decrease) in consumer depos 170 185 193
Payments
Repayment of borrowing (979 (1 i
NET CASH FROMI(USED) FINANCING ACTIVITIES 4 d d d d d d (809 108 193

NET INCREASE/ (DECREASE) IN CASHHELD @ 0 0 0 0 9 0 178%  463L 7692
Cashicash equivalents at the year begir; 2 8154  0UF 34574
Cashlcash equivalents at the year end:| 2 d d d d d d d 29943 34514 42269

w3

(3
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Explanatory notes to Table A7 - Budgeted Cash Flow Statement

1.

2.

The budgeted cash flow statement is the first measurement in determining if the budget is
funded.

It shows the expected level of cash in-flow versus cash out-flow that is likely to result from the
implementation of the budget.

It can be seen that the cash levels of the Municipality have been increasing over the 2013/14
to 2019/20 period from R19.947 to 42.266 million.

The approved 2017/2018 MTREF provide for a net increase in cash of R1.789 million for the
2017/18 financial year resulting in an overall projected positive cash position of R29.943
million at year end.

As part of the 2016/17 mid-year review and Adjustments Budget the cash position had to be
addressed various interventions were implemented such as the reduction of expenditure
allocations and rationalization of spending priorities.

In addition, the Municipality undertook an extensive debt collection drive resulting in cash
receipts on arrear debtors. These interventions translated into an expected net cash position
of R 29.943 million for the 2016/17 financial year.

The 2017/2018 MTREF has been informed by the planning principle of ensuring adequate
cash reserves over the medium-term.

Cash and cash equivalents totals R29.943 million as at the end of the 2017/2018 financial
year and increases to R42.266 million by 2019/20.

Table 25 MBRR Table A8 - Cash Backed Reserves/Accumulated Surplus Reconciliation

NC072 Umsobomwu - Table A8 Consolidated Cash backed reserves/accumulated surplus reconcliation

o 2017/18 Medium Term Revenue 4
Description Reff 2013/14 | 2014115 § 2015/16 Current Year 2016/17 .
Expenditure Framework
R thousand Audited | Audited | Audited | Original | Adjusted | Full Year | Pre-audit |Budget Yea Budget Yea Budget Yea
Qutcome | QOutcome | Outcome | Budget { Budget | Forecast | outcome [ 2017/18 | +12018/1% +2 2019/2
Cash and investments available
Cash/cash equivalents at the year end | 1 i i i i i i i 0043 U514 4226
Other current investments > 90 day's i i i i i i i 0 i i
Non current assets - Investments 1 i i i i i i i i i i
Cash and investments available: J ] ] ] ] ] ] 29943 US4 42264
Application of cash and investments
Unspent conditional ransfers i i i i i i i | |
Unspent borrowing i i i i i i i | |
Statutory requirements 2
Other working capital requirements | 3 (9564%) (10952) (12429
Other provisions
Long term investments commitied 4
Reserves 1o be backed by cash/investmehit
Total Application of cash and investmentg; d ] ] ] ] ] ] (95645) (109528) (12429
Surplus(shortfall) J d d d d ] 0| 1255 144107 166 562
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Explanatory notes to Table A8 - Cash Backed Reserves/Accumulated Surplus
Reconciliation

1. The cash backed reserves/accumulated surplus reconciliation is aligned to the requirements
of MFMA Circular 86 i Funding a Municipal Budget.

2. In essence the table evaluates the funding levels of the budget by firstly forecasting the cash
and investments at year end and secondly reconciling the available funding to the
liabilities/commitments that exist.

3. The outcome of this exercise would either be a surplus or deficit. A deficit would indicate that
the applications exceed the cash and investments available and would be indicative of non-
compliance with the MFMA requirements thatthemu ni ci pal i t yés budget must

4. Non-compliance with section 18 of the MFMA is assumed because a shortfall would indirectly
indicate that the annual budget is not appropriately funded.

5. From the table it can be seen that for the period 2013/14 the surplus deteriorated from
R24.392 million to a deficit of R 9.493 million in 2015/16 and increases to R166.562 million in
2019/20.

6. Considering the requirements of section 18 of the MFMA, it can be concluded that the
approved 2017/18 MTREF was funded owing to the significant remaining surplus.

7. As part of the budgeting and planning guidelines that informed the compilation of the
2017/2018 MTREF the end objective of the medium-term framework was to ensure the budget
is funded aligned to section 18 of the MFMA.

8. As can be seen the budget has been modelled to increase from a deficit of R9.493 million in
2015/16 to R166.562 million by 2019/20.
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Table 26 MBRR Table A9 - Asset Management
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NCO72 Umsobomvu - Table A9 Consolidate

As

set Manag

ement

Description

R thousand

Ref

2013/14

2014/15

2015/16

Current Year 2016/17

2017/18 Medium Term Revenue §
Expenditure Framework

Audited
Outcome

Audited
Outcome

Audited
Outcome

Full Year
Forecast

Original
Budget

Adjusted
Budget

Budget Yeal Budget Yeal Budget Yea|
2017/18 | +1 2018/1g +2 2019/2d

CAPITAL EXPENDITURE

Total New Assets
Roads Infrastructure
Storm water Infrastructure
Electrical Infrastructure
Water Supply Infrastructure
Sanitation Infrastructure
Solid Waste Infrastructure
Rail Infrastructure
Coastal Infrastructure

Information and Communication Infrastructui

Infrastructure
Community Facilities
Sport and Recreation Facilities

Community Assets

Heritage Assets
Revenue Generating
Non-revenue Generating

Investment properties
Operational Buildings
Housing

Other Assets

Biological or Cultivated Assets
Servitudes
Licences and Rights

Intangible Assets

Computer Equipment

Furniture and Office Equipment

Machinery and Equipment

Transport Assets

Libraries

Zoo's, Marine and Non-

ological Animals

Total Renewal of Existing Assets
Roads Infrastructure
Storm water Infrastructure
Electrical Infrastructure
Water Supply Infrastructure
Sanitation Infrastructure
Solid Waste Infrastructure
Rail Infrastructure
Coastal Infrastructure

Information and Communication Infrastructui

Infrastructure
Community Facilities
Sport and Recreation Facilities

Community Assets

Heritage Assets
Revenue Generating
Non-revenue Generating

Investment properties
Operational Buildings
Housing

Other Assets

Biological or Cultivated Assets
Servitudes
Licences and Rights

Intangible Assets

Computer Equipment

Furniture and Office Equipment

Machinery and Equipment

Transport Assets

Libraries

Zoo's, Marine and Non-

logical Animals
Total Upgrading of Existing Assets

Roads Infrastructure

Storm water Infrastructure

Electrical Infrastructure

Water Supply Infrastructure

Sanitation Infrastructure

Solid Waste Infrastructure

Rail Infrastructure

Coastal Infrastructure

Information and Communication Infrastructui

Infrastructure
Community Facilities
Sport and Recreation Facilities

Community Assets

Heritage Assets
Revenue Generating
Non-revenue Generating

Investment properties
Operational Buildings
Housing

Other Assets

Biological or Cultivated Assets
Servitudes

ences and Rights
Intangible Assets
Computer Equipment
Furniture and Office Equipment
Machinery and Equipment
Transport Assets
Libraries
Zoo's, Marine and Non-biological Animals

Total Capital Expenditure

Roads Infrastructure

Storm water Infrastructure
Electrical Infrastructure
Water Supply Infrastructure
Sanitation Infrastructure
Solid Waste Infrastructure
Rail Infrastructure

Coastal Infrastructure

Information and Communication Infrastructu

Infrastructure
Community Facilities
Sport and Recreation Facilities
Community Assets
Heritage Assets
Revenue Generating
Non-revenue Generating
Investment properties
Operational Buildings
Housing
Other Assets
Biological or Cultivated Assets
Servitudes
Licences and Rights
Intangible Assets
Computer Equipment
Furniture and Office Equipment
Machinery and Equipment
Transport Assets
Libraries
Zoo's, Marine and Non-biological Animals

3

3
i
4
T
-
Y
i

3 )
p b

N
T

ey

20 781, 19 032 15 567
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ASSET REGISTER SUMMARY - PPE (WDV) 5
Roads Infrastructure 152 954 152 95¢ 152 954
Storm water Infrastructure
Electrical Infrastructure 62 510 67 510 69 014
Water Supply Infrastructure 190 564 201 984 213 814
Sanitation Infrastructure 85 978 85 978 85 974
Solid Waste Infrastructure 41 406 41 406 41 404

Rail Infrastructure
Coastal Infrastructure
Information and Communication Infrastructure

Infrastructure i i i i i i 533 417% 549 837 563 164
Community Faciliies 8 895 8 895 8 895
Sport and Recreation Facilities

Community Assets i i i i i i 8 895 8 895; 8 895

Heritage Assets
Revenue Generating 2 061 2061 2 061
Non-revenue Generating

Investment properties i i i i i i 2 061 2 061 2 061
Operational Buildings 24 238 24 238 24 234
Housing

Other Assets i i i i i i 24 238 24 238 24 238

Biological or Cultivated Assets
Servitudes
Licences and Rights 3500 1 300, 1410

Intangible Assets i i i i i i 3500 1300 1 410

Computer Equipment
Furniture and Office Equipment
Machinery and Equipment
Transport Assets

Libraries
Zoo's, Marine and Non-biological Animals
TOTAL ASSET REGISTER SUMMARY - PPE (WDV)) 5 s} ¢} <} ) <} ) 572 111 586 33( 599 771
EXPENDITURE OTHER ITEMS
Depreciation 7 i i i i i i 25 827 25 827 25 821
Repairs and Maintenance by Asset Class 3 s} ¢} s} d s} d 3 496 3 496 3 496|
Roads Infrastructure i i i i i i 390 390 390
Storm water Infrastructure i i i i i i i i i
Electrical Infrastructure i i i i i i 891 891 891
Water Supply Infrastructure i i i i i i 500 500 500
Sanitation Infrastructure i i i i i i 50 50 50
Solid Waste Infrastructure i i i i i i i i i
Rail Infrastructure i i i i i i i i i
Coastal Infrastructure i i i i i i i i i
Information and Communication Infrastructure i i i i i i i i i
Infrastructure i i i i i i 1831 1831 183
Community Facilities i i i i i i 5 5 5
Sport and Recreation Faciliies i i i i i i i i i
Community Assets i i i i i i 5 5 5
Heritage Assets s} ¢} <} d <} d ¢} 3 ¢}
Revenue Generating i i i i i i i i i
Non-revenue Generating i i i i i i i i i
Investment properties T i i i i i i i i
Operational Buildings i i i i i i 250 250 250
Housing i i i i i i i i i
Other Assets i i i i i i 250 250 250
Biological or Cultivated Assets o] 0 o] S} o] ) <} d <}
Servitudes i i i i i i i i i
Licences and Rights i i i i i i i i i
Intangible Assets i i i i i i i i i
Computer Equipment <} ¢} <} d <} d ¢} 3 ¢}
Furniture and Office Equipment <} ¢} s} d <} d 35 35 35
Machinery and Equipment o] o] o] 0 o] 0 263 263 263
Transport Assets [§) 5] 5] 0 5] 0 1114 1114 1114
Libraries <} ¢} <} d <} ) <} 4 <}
Zoo's, Marine and Non-biological Animals o] o] o] 0 o] 0 o] o] o]
TOTAL EXPENDITURE OTHER ITEMS s} ¢} s} d s} d 29 324 29 324 29 324
Renewal and upgrading of Existing Assets as % of tota 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Renewal and upgrading of Existing Assets as % of depfecn0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
R&M as a % of PPE 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.6% 0.6% 0.6%
Renewal and upgrading and R&M as a % of PPE 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 1.0% 1.0% 1.0%
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Explanatory notes to Table A9 - Asset Management

1. Table A9 provides an overview of municipal capital allocations to building new assets and the
renewal of existing assets, as well as spending on repairs and maintenance by asset class.

2. National Treasury has recommended that municipalities should allocate at least 40 per cent
of their capital budget to the renewal of existing assets, and allocations to repairs and
maintenance should be 8 per cent of PPE. The Municipality does not meet both these
recommendations as the focus of resources is on new Basic service infrastructure and repair
and maintenance amounts to 0.6 per cent as prioritised in the IDP.

Table27 MBRR Table AlOBasic Service Dekry Measurement
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2017/18 Medium Term Revenue &

2013/14 2014/15 2015/16 Current Year 2016/17 .
o Expenditure Framework
Description Re e -
Outcome | Outcome | Outcome Original Adjusted Full Year | Budget Yeat Budget Yea; Budget Yea|
Budget Budget Forecast 2017/18 | +12018/19 +2 2019/2(
Household service targets 1
Water:
Piped water inside dwelling T 1 i i 1 T 8 505 8 505 8 505|
Piped water inside yard (but not in dwelling) i i i i i i 289 289 289
Using public tap (at least min.service level) 2 i i i i 1 i 12 12 12
Other water supply (at least min.service level) 4 i i i i i i i i i
Minimum Service Level and Above sub-total i i i i i i 8 806 8 806: 8 806
Using public tap (< min.service level) 3 i i i i i i i i i
Other water supply (< min.service level) 4 T 1 i i i i i i i
No water supply i i i i i i i i i
Below Minimum Service Level sub-total i i i i i i i i i
Total number of households 5 <} <} <] <} <] 0 8806 8 806; 8 806
Sanitation/sewerage:
Flush toilet (connected to sewerage) T i i T i T 7722 7722 7 722
Flush toilet (with septic tank) i i T i i i 236 236 236
Chemical toilet i i i i i i i i i
Pit toilet (ventilated) T 1 i i 1 T 794 794 794
Other toilet provisions (> min.service level) i i i i i i i i i
Minimum Service Level and Above sub-tota; i i i i i i 8752 8752 8752
Bucket toilet i i i i i i 54 54 54
Other toilet provisions (< min.service level) i i i i i i i i i
No toilet provisions i i i i 1 i i 1 i
Below Minimum Service Level sub-tptal i i i i i i 54 54 54
Total number of households 5 4 <} <] <} <] 4 8806 8 806: 8 806
Eneragy:
Electricity (at least min.service level) i i T i i i 2 822, 2 822 2 822
Electricity - prepaid (min.service level) i i i i 1 i 5 984, 5 984; 5 984
Minimum Service Level and Above sub-tota i i i i i i 8 806, 8 806; 8 806|
Electricity (< min.service level) i i T i i i i i i
Electricity - prepaid (< min. service level) i i i i i i i i i
Other energy sources i i i i i i i i i
Below Minimum Service Level sub-tptal i i i i i i i i i
Total number of households 5 <} <} <] <} <] <] 8806 8 806; 8 80§
Refuse:
Removed at least once a week i i i i i i 7769 7769 7769
Minimum Service Level and Above sub-tota i i i i i i 7769 7 769; 7 769
Removed less frequently than once a week i i T i i i i i i
Using communal refuse dump i i i i 1 i i 1 i
Using own refuse dump i i i i i i i i i
Other rubbish disposal i i T i i i i i i
No rubbish disposal i i i i 1 i i 1 i
Below Minimum Service Level sub-total i i i i i i i i i
Total number of households 5 4 <} <] <} <] <] 7769 7769 7769
Households receiving Free Basic Service 7
Water (6 kilolitres per household per month) i i i i i i 3 556! 3 556 3 556|
Sanitation (free minimum level service) i i T i i i 3 556 3 556; 3 556
Electricity /other energy (50kwh per household per month) i i i i 1 i 3 556! 3 556; 3 556|
Refuse (removed at least once a week) i i i i i i 3 556! 3 556; 3 556|
Cost of Free Basic Services provided - Formal Settlements (R'000) 8
Water (6 kilolitres pedigenthousehold per month) i i i i i i 1935 2 051 2174
Sanitation (free sanitation servindigeent households i i i i 1 i 1987 2 106; 2 232
Electricity /other energy (50kwimgigrenthousehold per month) i i i i i i 2 141 2291 2 452
Refuse (removed once a vieelndigent householjls i i i i i i 1391 1475 1563
Cost of Free Basic Services provided - Informal Formal Settlements (R'000) i i T i i i i i i
Total cost of FBS provided <] 3 0 0 3 0 7 455 7 923; 8 422
Highest level of free service provided per household
Property rates (R value threshold)
Water (kilolitres per household per month)
Sanitation (kilolitres per household per month)
Sanitation (Rand per household per month)
Electricity (kwh per household per month)
Refuse (average litres per week)
Revenue cost of subsidised services provided (R'000) 9
Property ratggariff adjustmen{)impermissable values per section 17 of JPRA 545 577 612
Property ratesxemptions, reductions and redvateEmpermissable values in
excess of section 17 of MPRA) i i i i i i 273 289 307
Watef(in excess of 6 kilolitres per indigent household per month) i i i i 1 i i 1 i
Sanitatio(in excess of free sanitation service to indigent households) i 1 i i 1 T i 1 i
Electricity/other enefigy excess of 50 kwh per indigent household per morith) i i i i i i i i i
Refusdin excess of one removal a week for indigent households) i i T i i i i i i
Municipal Housing - rental rebates
Housing - top structure subsidies 6
Other
Total revenue cost of subsidised services provided 5] <] <] <] <] ] 818 867 919
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Explanatory notes to Table A10 - Basic Service Delivery Measurement

1. Table A10 provides an overview of service delivery levels, including backlogs (below minimum
service level), for each of the main services.
2. The Municipality continues to make good progress with the eradication of backlogs:

a. Water services T backlog is very small and will be eradicated as soon as a provincial
Housing project is completed inthreey e a r s .Gr'hese hauseholds are largely found
in O6recept i dimeecto e angvéd tasfarndal aveas so that they can receive
services.

b. Sanitation services 1 backlog is very small and will be eradicated as soon as a
provincial Housing project is completed inthreey ear s6 t i me

c. Electricity services i backlog will be eradicated over the MTREF. As indicated
elsewhere, the emphasis in the electricity sector is on addressing urgent network
upgrades.

d. Refuse services i backlog does not exist at this stage.

3. The budget provides for 3 556 households to be registered as indigent in 2017/2018, and
therefore entitled to receiving Free Basic Services. The number is set to remain the same
over the MTREF.
4. 1t is anticipated that these Free Basic Services will cost the municipality R0.621 million per
month or R 7.455 million in 2017/2018 increasing to R8.422 million in 2019/20. This is covered
by the municipalityds equitable share allocatior
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Part 2 0 Supporting Documentation

2.1 Overview of the annual budget process

Section 53 of the MFMA requires the Mayor of the municipality to provide general political
guidance in the budget process and the setting of priorities that must guide the preparation of the
budget. In addition, Chapter 2 of the Municipal Budget and Reporting Regulations states that the
Mayor of the municipality must establish a Budget Steering Committee to provide technical
assistance to the Mayor in discharging the responsibilities set out in section 53 of the Act.

The Budget Steering Committee consists of the Municipal Manager and senior officials of the
municipality meeting under the chairpersonship of the MMC for Finance.

The primary aims of the Budget Steering Committee is to ensure:

9 that the process followed to compile the budget complies with legislation and good budget
practices;

9 that there is proper alignment between the policy and service delivery priorities set out in
the Municipalityés | DP and the budget,ciat
sustainability of municipality;

T that the municipalitydéds revenue and tar.i
needed to deliver services are available; and

1 that the various spending priorities of the different municipal departments are properly
evaluated and prioritised in the allocation of resources.

2.1.1 Budget Process Overview

In terms of section 21 of the MFMA the Mayor is required to table in Council ten months before
the start of the new financial year (i.e. in August 2016) a time schedule that sets out the process
to revise the IDP and prepare the budget.

The Mayor tabled in Council the required the IDP and budget time schedule on 31 August 2016.
Key dates applicable to the process were:

A August 2016 i Joint strategic planning session of the Mayoral Committee and Executive
Management. Aim: to review past performance trends of the capital and operating
budgets, the economic realities and to set the prioritisation criteria for the compilation of
the 2017/2018 MTREF;

A November 2016 i Detail departmental budget proposals (capital and operating) submitted
to the Budget and Treasury Office for consolidation and assessment against the financial
planning guidelines;

A 12 to 26 January 2017 - Review of the financial strategy and key economic and financial
planning assumptions by the Budget Steering Committee. This included financial
forecasting and scenario considerations;

A January 2017 i Multi-year budget proposals are submitted to the Mayoral Committee for
endorsement;

A 24 February 2017 - Council considers the 2016/17 Mid-year Review and Adjustments
Budget;
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A February 2017 - Recommendations of the Mayoral Committee are communicated to the
Budget Steering Committee, and on to the respective departments. The draft 2017/18
MTREF is revised accordingly;

A 31 March 2015 - Tabling in Council of the draft 2017/2018 IDP and 2017/2018 MTREF for
public consultation;

A April 20157 The draft 2017/2018 MTREF as tabled before Council on 31 March 2017 for

community consultation was published on
have been made available at customer care offices, municipal notice boards and various
libraries;

A 8 May 2017 - Closing date for written comments;

A 8 to 22 May 20157 finalisation of the 2017/2018 IDP and 2017/2018 MTREF, taking into
consideration comments received from the public, comments from National Treasury, and
updated information from the most recent Division of Revenue Bill and financial
framework; and

A 31 May 2017 - Tabling of the 2017/2018 MTREF before Council for consideration and
approval.

There were no deviations from the key dates set out in the Budget Time Schedule tabled in
Council.

2.1.2 IDP and Service Delivery and Budget Implementation Plan

This is a new IDP for the 2017 i 2022 financial period which will be adopted by Council in May
2017. It started in August 2016 after the tabling of the IDP Process Plan and the Budget Time
Schedule for the 2017/2018 MTREF-.

The Municipality®©6s tégldPBlannirg instrunsent, pvhich micectly guides and
informs its planning, budget, management and development actions. This framework is rolled out
into objectives, key performance indicators and targets for implementation which directly inform
the Service Delivery and Budget Implementation Plan. The Process Plan applicable to the fourth
revision cycle included the following key IDP processes and deliverables:

Registration of community needs;

Compilation of departmental business plans including key performance indicators and
targets;

Financial planning and budgeting process;

Public participation process;

Compilation of the SDBIP, and

The review of the performance management and monitoring processes.

To To To o T I

The IDP has been taken into a business and financial planning process leading up to the
2017/2018 MTREF, based on the approved 2016/17 MTREF, Mid-year Review and adjustments
budget. The business planning process has subsequently been refined in the light of current
economic circumstances and the resulting revenue projections.

With the compilation of the 2017/2018 MTREF, each department/function had to review the
business planning process, including the setting of priorities and targets after reviewing the mid-
year and third quarter performance against the 2016/17 Departmental Service Delivery and
Budget Implementation Plan. Business planning links back to priority needs and master planning,
and essentially informed the detail operating budget appropriations and three-year capital
programme.
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2.1.3 Financial Modelling and Key Planning Drivers

As part of the compilation of the 2017/18 MTREF, extensive financial modelling was undertaken
to ensure affordability and long-term financial sustainability. The following key factors and
planning strategies have informed the compilation of the 2017/2018 MTREF:

A Municipality growth
A Policy priorities and strategic objectives
A Asset maintenance
o Economic climate and trends (i.e. inflation, Eskom increases, household debt,
migration patterns)
Performance trends
The approved 2016/17 adjustments budget and performance against the SDBIP
Cash Flow Management Strategy
Debtor payment levels
Loan and investment possibilities
0 The need for tariff increases versus the ability of the community to pay for services;
A Improved and sustainable service delivery

Too oo oo Too Too

In addition to the above, the strategic guidance given in Nation a | Treasuryodos 8MFMA Ci
and 86 has been taken into consideration in the planning and prioritisation process.

2.1.4 Community Consultation

The draft 2017/2018 MTREF as tabled before Council on 31 March 2017 for community

consultation was published on the municipali t y 6 s we b s i dogies hasenbden made d

available at customer care offices, municipal notice boards and various libraries. E-mail
notifications were sent to all organisations on
associations, community-based organisations and organised business.

All documents in the appropriate format (electronic and printed) have been provided to National
Treasury, and other national and provincial departments in accordance with section 23 of the
MFMA, to provide an opportunity for them to make inputs.

The draft 2017/2018 MTREF as tabled before Council on 31 March 2017 for community
consultation was published on the municipalityods
available at customer care offices, municipal notice boards and various libraries;

2.2 Overview of alignment of annual budget with IDP

The Constitution mandates local government with the responsibility to exercise local
developmental and cooperative governance. The eradication of imbalances in South African
society can only be realized through a credible integrated developmental planning process.

Municipalities in South Africa need to utilise integrated development planning as a method to plan
future development in their areas and so find the best solutions to achieve sound long-term
development goals. A municipal IDP provides a five-year strategic programme of action aimed
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at setting short, medium and long term strategic and budget priorities to create a development
platform, which correlates with the term of office of the political incumbents. The plan aligns the
resources and the capacity of a municipality to its overall development aims and guides the
municipal budget. An IDP is therefore a key instrument which municipalities use to provide vision,
leadership and direction to all those that have a role to play in the development of a municipal
area. The IDP enables municipalities to make the best use of scarce resources and speed up
service delivery.

Integrated developmental planning in the South African context is amongst others, an approach
to planning aimed at involving the municipality and the community to jointly find the best solutions
towards sustainable development. Furthermore, integrated development planning provides a
strategic environment for managing and guiding all planning, development and decision making
in the municipality.

It is important that the IDP developed by municipalities correlate with National and Provincial
intent. It must aim to co-ordinate the work of local and other spheres of government in a coherent
plan to improve the quality of life for all the people living in that area. Applied to the Municipality,
issues of national and provincial importance should be reflected in the IDP of the municipality. A
clear understanding of such intent is therefore imperative to ensure that the Municipality
strategically complies with the key national and provincial priorities.

The aim of this revision cycle was to develop and coordinate a coherent plan to improve the quality
of life for all the people living in the area, also reflecting issues of national and provincial
importance. One of the key objectives is therefore to ensure that there exists alignment between
nati onal and provincial priorities, p osk io thése
requirements.

The national and provincial priorities, policies and strategies of importance include amongst
others:

Green Paper on National Strategic Planning of 2009;

Government Programme of Action;

Development Facilitation Act of 1995;

Provincial Growth and Development Strategy (GGDS);

National and Provincial spatial development perspectives;
Relevant sector plans such as transportation, legislation and policy;
National Key Performance Indicators (NKPIs);

Accelerated and Shared Growth Initiative (ASGISA);

National 2014 Vision;

National Spatial Development Perspective (NSDP) and

The National Priority Outcomes.

Too oo Too Too Too To To T T To I

The Constitution requires local government to relate its management, budgeting and planning
functions to its objectives. This gives a clear indication of the intended purposes of municipal
integrated development planning. Legislation stipulates clearly that a municipality must not only
give effect to its IDP, but must also conduct its affairs in a manner which is consistent with its IDP.

The following table highlights t20B/201DW&EF ahdi v e

further planning refinements that have directly informed the compilation of the budget:
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Table 28 IDP Strateqgic Objectives

2016/17 Financial Year

2017/2018 MTREF

1. The provision of quality basic services and | 1. Provision of quality basic services and
infrastructure infrastructure
2. Acceleration of higher and shared | 2. Economic growth and development that leads to
economic growth and development sustainable job creation
3. Fighting of poverty, building clean, | 3.1 Fight poverty and build clean, healthy, safe and
healthy, safe and sustainable communities sustainable communities
3.2 Integrated Social Services for empowered and
sustainable communities
4. Fostering participatory democracy and | 4. Foster participatory democracy and Umsobomvu
adherence to Umsobomvu principles principles through a caring, accessible and
through a caring, accessible and accountable service
accountable service
5. Good governance, Financial viability and | 5.1 Promote sound governance
institutional governance 5.2 Ensure financial sustainability
5.3 Optimal institutional transformation to ensure

capacity to achieve set objectives

In order to ensure integrated and focused service delivery between all spheres of government it
was important for the Municipality to align its budget priorities with that of national and provincial

government.

All spheres of government place a high priority on infrastructure development,

economic development and job creation, efficient service delivery, poverty alleviation and building

sound institutional arrangements.

Local priorities were identified as part of the IDP review process which is directly aligned to that
of the national and provincial priorities. The key performance areas can be summarised as follows

against the five strategic objectives:

1. Provision of quality basic services and infrastructure which includes, amongst others:

o Provide electricity;
Provide water;

Provide sanitation;
Provide waste removal;
Provide housing;

O O0OO0OO0OO0OO0OO0o

Provide roads and storm water;
Provide Municipality planning services; and
Maintaining the infrastructure of the Municipality.

2. Economic growth and development that leads to sustainable job creation by:
0 Ensuring the is a clear structural plan for the Municipality;
0 Ensuring planning processes function in accordance with set timeframes;
o Facilitating the use of labour intensive approaches in the delivery of services and

the building of infrastructure.

3.1 Fight poverty and build clean, healthy, safe and sustainable communities:
o Effective implementation of the Indigent Policy;
o Working with the provincial department of health to provide primary health care

services;
o Extending waste removal services and ensuring effective Municipality cleansing;
o0 Ensuring all waste water treatment works are operating optimally;
o Working with strategic partners such as SAPS to address crime;
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o Ensuring save working environments by effective enforcement of building and
health regulations;

o0 Promote viable, sustainable communities through proper zoning; and

o0 Promote environmental sustainability by protecting wetlands and key open spaces.

3.2 Integrated Social Services for empowered and sustainable communities
o Work with provincial departments to ensure the development of community
infrastructure such as schools and clinics is properly co-ordinated with the informal
settlements upgrade programme

4. Foster participatory democracy and Umsobomvu principles through a caring, accessible
and accountable service by:
o0 Optimising effective community participation in the ward committee system; and
o Implementing Umsobomvu in the revenue management strategy.

5.1 Promote sound governance through:
0 Publishing the outcomes of all tender processes on the municipal website

5.2 Ensure financial sustainability through:
0 Reviewing the use of contracted services
o Continuing to implement the infrastructure renewal strategy and the repairs and
maintenance plan

5.3 Optimal institutional transformation to ensure capacity to achieve set objectives
0 Review of the organizational structure to optimize the use of personnel;

In line with the MSA, the IDP constitutes a single, inclusive strategic plan for the Municipality. The
five-year programme responds to the development challenges and opportunities faced by the
Municipality by identifying the key performance areas to achieve the five the strategic objectives
mentioned above.

In addition to the five-year IDP, the Municipality undertakes an extensive planning and
developmental strategy which primarily focuses on a longer-term horizon; 15 to 20 years. This
process is aimed at influencing the development path by proposing a substantial programme of
public-led investment to restructure current patterns of settlement, activity and access to
resources in the Municipality so as to promote greater equity and enhanced opportunity. The
strategy specifically targets future developmental opportunities in traditional dormitory
settl ement s. It provides direction to the Muni
strategies, and the allocation of resources of the Municipality and other service delivery partners.

This development strategy introduces important policy shifts which have further been translated
into seven strategic focus areas/objectives as outlined below:

Developing dormant areas;

Enforcing hard development lines i so as to direct private investment;

Maintaining existing urban areas;

Strengthening key economic clusters;

Building social cohesion;

Strong developmental initiatives in relation to the municipal institution as a whole; and
Sound financial fundamentals.

Too Too T Jo Too To To
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Lessons learned with previous IDP revision and planning cycles as well as changing
environments were taken into consideration in the compilation of the fourth revised IDP, including:

A Strengthening the analysis and strategic planning processes of the Municipality;

A Initiating zonal planning processes that involve the communities in the analysis and
planning processes. More emphasis was placed on area based interventions, within the
overall holistic framework;

A Ensuring better coordination through a programmatic approach and attempting to focus
the budgeting process through planning interventions; and
Strengthening performance management and monitoring systems in ensuring the
objectives and deliverables are achieved.

The 2017/2018 MTREF has therefore been directly informed by the IDP revision process and the
following tables provide a reconciliation between the IDP strategic objectives and operating
revenue, operating expenditure and capital expenditure.
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Table 29 MBRR Table SA4 - Reconciliation between the IDP strateqic objectives and

budgeted revenue
NC072 Umsobomvu - Supporting Table SA4 Reconciliation of IDP strategic objectives and budget (revenue)

P Goal 2017/18 Medium Term Revenue §
Strategic Objective Goal 2013/14 | 2014/15 | 2015/16 Current Year 2016/17 )
Code| Re Expenditure Framework
Audited Audited Audited | Original | Adjusted | Full Year |Budget Yea Budget Yea; Budget Yea
R thousand Outcome | Outcome | Outcome | Budget Budget Forecast | 2017/18 | +12018/1% +2 2019/2(
Basic Services Provision & maintenance; 1
of infrastructure & basic
services
PUBLIC WORKS 1 1060 60 6
WORKSHOP 5
HOUSING SERVICES 5
WATER TREATMENT 6
WORKS
WATER 1 14 02 14 81, 15 65
SEWERAGE 1 8 844 9374 993
WASTE WATER 3
TREATMENT WORKS
SOLID WASTE 3 6 082 6 447 683
ELECTRICITY 4 35 17. 37638 40 27

REFUSE DUPM

Municipal Institutional  {Social Services
Development and

Transformation
PARKS & RECREATION 2
TRAFFIC SERVICES 13 8 342 875 919
MUSEUM 12
LIBRARIES 8 168, 168 144
CEMETERIES 9 2 2 3
PROPERTY SERVICES 15 290 307 32
ASSESSMENT RATES 8 9495 10 06 10 66!
Local Economic Tourism
Development
LED AND IDP 3
Municipal Financial To effectively manage th¢

Viability and Managemerirevenue and expenditure;
functions of the
municipality

FINANCE 17 7594 784 786

Good Governance and {Council
Public Participation

MAYOR

COUNCIL EXPENSES 17 39 76! 4414 47 54

MUNICIPAL MANAGER 17

CORPORATE SERVICE 17 i 1 14
Allocations to other priorities 2

|Tota| Revenue (excluding capital transfers and contributiand) 4 4 4 ) ] d 132 394 141 192 149 86(

MAY 2017 Page55




Umsobomvu Municipality 2017/18 Annual Budget and MTREF

Table 30 MBRR Table SA5 - Reconciliation between the IDP strateqic objectives and
budgeted operating expenditure
NC072 Umsobomvu - Supporting Table SA5 Reconciliation of IDP strategic objectives and budget (operating

Strategic Objective Goal Goall | ooua1a | 20145 | 20156 Current Year 2016/17 2017118 Medium Term Revenue §
Code Re Expenditure Framework
Audited | Audited | Audited | Original | Adjusted | Full Year [Budget Yeaj Budget Yea Budget Yea
R thousand Outcome | Outcome | Outcome | Budget Budget | Forecast | 2017/18 i +12018/19 +2 2019/2(
Basic Services Provision & maintenance 1
of infrastructure & basic
services
PUBLIC WORKS 1 12 938 13 31 13 70!
WORKSHOP 5 484 518 55
HOUSING SERVICES 5 850 907 96
WATER TREATMENT 6:
WORKS
WATER 1 26 93 2733 2172
SEWERAGE 1 10 936 1120 1148
WASTE WATER 3
TREATMENT WORKS
SOLID WASTE 3 8 60 8768 894
ELECTRICITY 4 28 54 30 308 3218
REFUSE DUPM 2
Municipal Institutional  {Social Services
Development and
Transformation
PARKS & RECREATION 2 3252 347p 370
TRAFFIC SERVICES 13 8009 8 47p 871
MUSEUM 12 613 654 68
LIBRARIES 8 176 1838 193
CEMETERIES 9 1 93i 198 205
PROPERTY SERVICES 15 407 4231 440
ASSESSMENT RATES 8 1925 2975 193
Local Economic Tourism
Development
LED AND IDP 3
Municipal Financial To effectively manage thé
Viability and Managemerirevenue and expenditure
functions of the
municipality
FINANCE 17 18 20. 19 130 20 11
Good Governance and §Council
Public Participation
MAYOR 3841 407 433
COUNCIL EXPENSES 17 7109 7375 767
MUNICIPAL MANAGER 17 2695 283 299
CORPORATE SERVICE 17 6 589 6991 739
Allocations to other priorities
Total Expenditure 1 [ [ [} [} [} 0 149297 156 40 161 517
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Table 31 MBRR Table SA6 - Reconciliation between the IDP strateqic objectives and
budgeted capital expenditure

NC072 Umsobomvu - Supporting Table SA6 Reconciliation of IDP strategic objectives and budget (capital expenditure)

Strategic Objective Goal Goal 2013/14 | 2014/15 | 2015/16 Current Year 2016/17 2017118 Mefilum Term Revenue §
Code Re Expenditure Framework
Audited | Audited | Audited | Original | Adjusted | Full Year |Budget Yeaj Budget Yea; Budget Yed|
R thousand Outcome { Outcome { Outcome | Budget Budget | Forecast | 2017/18 | +12018/1G +2 2019/20
Basic Services Provision & maintenance 1
of infrastructure & basic
services
PUBLIC WORKS 1 1103
WORKSHOP 5
HOUSING SERVICES 5
WATER TREATMENT | 6
WORKS
WATER 1 400 11 42 1183
SEWERAGE 1
WASTE WATER 3
TREATMENT WORKS
SOLID WASTE 3
ELECTRICITY 4 200 600 1 50|
REFUSE DUPM 2
4
Municipal Institutional  Social Services
Development and
Transformation
PARKS & RECREATION{ 2
TRAFFIC SERVICES 13
MUSEUM 12
LIBRARIES 8
CEMETERIES 9 250 133 64
PROPERTY SERVICES | 15
ASSESSMENT RATES | 8
17
Local Economic Tourism
Development
LED AND IDP 3
7
Municipal Financial To effectively manage the
Viability and Managemerirevenue and expenditure;
functions of the
municipality
FINANCE 17 3501 130 141

Good Governance and {Council
Public Participation
MAYOR
COUNCIL EXPENSES | 17
MUNICIPAL MANAGER | 17
CORPORATE SERVICE | 17 18D 18
16
Allocations to other priorities 3
Total Capital Expenditure 1 0 [ [ ] 0 i} 20 781 19 032 15 567
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2.3 Measurable performance objectives and indicators

Performance Management is a system intended to manage and monitor service delivery progress
against the identified strategic objectives and priorities. In accordance with legislative
requirements and good business practices as informed by the National Framework for Managing
Programme Performance Information, the Municipality has developed and implemented a
performance management system of which system is constantly refined as the integrated
planning process unfolds. The Municipality targets, monitors, assesses and reviews
organi sational performance which in turn ctes

At any given time within government, information from multiple years is being considered; plans
and budgets for next year; implementation for the current year; and reporting on last year's
performance. Although performance information is reported publicly during the last stage, the
performance information process begins when policies are being developed, and continues
through each of the planning, budgeting, implementation and reporting stages. The planning,
budgeting and reporting cycle can be graphically illustrated as follows:

v

Identify desired impacts

Strategic

Assess and adjust
planning

Specify performance
indicators

End-year reporting

Set targets and
allocate resources

Monitor and take
corrective action

Figure 4 Planning, budgeting and reporting cycle

The performance of the Municipality relates directly to the extent to which it has achieved success
in realising its goals and objectives, complied with legislative requirements and meeting
stakeholder expectations. The Municipality therefore has adopted one integrated performance
management system which encompasses:

A Planning (setting goals, objectives, targets and benchmarks);
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Monitoring (regular monitoring and checking on the progress against plan);
Measurement (indicators of success);

Review (identifying areas requiring change and improvement);

Reporting (what information, to whom, from whom, how often and for what purpose); and
Improvement (making changes where necessary).

T I To o To

The performance information concepts used by the Municipality in its integrated performance
management system are aligned to the Framework of Managing Programme Performance
Information issued by the National Treasury:

What we
The developmental results wish to
of achieving specific achieve?

outcomes

The medium-term results
for specific beneficiaries
that are the consequence
of achieving specific

The final products, or What we
goods and services prolduce or
produced for delivery deliver?
OUTPUTS

The processes or actions
that use a range of inputs
to produce the desired
outputs and ultimately

CTI VI T

The resources that
contribute to the
production and
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Figure 5 Definition of performance information concepts

The following table provides the main measurable performance objectives the municipality

undertakes to achieve this financial year.

Table 32 MBRR Table SA7 - Measurable performance objectives

NCO72 Umsobomvu - Supporting

Table SA7 Measureable performance objectives

2017/18 Medium Term Revenue §

2013/14 2014/15 2015/16 Current Year 2016/17 |
. . Expenditure Framework
Description Unit of measuremer|
Audited Audited Audited Original Adjusted Full Year | Budget Yea Budget Yeal Budget Yeal
Outcome | Outcome | Outcome Budget Budget Forecast 2017/18 | +1 2018/19 +2 2019/2q
Council
Council and Municipal Manager
Council
Annual performance reporting Annual report and 100.0% 100.0% 100.0%
Approval of adjustments budget Approv al of adjustme 100.0% 100.0% 100.0%
Effective functioning of committee systgMo of section 79 4.00 4.00 4.00
Effective functioning of MPAC No of MPAC meeting: 4.00 4.00 4.00
Effective functioning of ward committee$No of ward committed 12.00 12.00 12.00
Approval of final budget Approv al of final budi 100.0% 100.0% 100.0%
Mayor
Approval of SDBIP Approv al of SDBIP be 100.0% 100.0% 100.0%
Municipal Manager
Functional Internal Audit unit Reviewed and appro 100.0% 100.0% 100.0%
Functional performance audit committeg No of meetings of the| 4.00 4.00 4.00
Improved good governance %implementation of a|
Institutional performance management s|No of performance 4.00 4.00 4.00
Municipality comply with all relevant No of compliance 0.0% 0.0% 0.0%
Finance
Finance
Clean Audit % of Root sauses of 100.0% 100.0% 100.0%
Improvement in conditional grant spendi|os of total conditional 100.0% 100.0% 100.0%
Preparation of financial statements Financial statements 100.0% 100.0% 100.0%
Updated indigent register for the provisid Updated indigent regi 100.0% 100.0% 100.0%
Improvement in conditional grant spendi|os of conditional cpital 100.0% 100.0% 100.0%
New financial system % procurement of ne 100.0% 100.0% 100.0%
Improved revenue collection % debt recovery rate 90.0% 90.0% 90.0%
Effective Supply Chain Management Sybkastof tenders 100.0% 100.0% 100.0%
Reduce section 32 expenditure Value less < than R5 100.0% 100.0% 100.0%
Asset Management Compliance with GR. 100.0% 100.0% 100.0%
Sub-function 2 - (name)
Insert measure/s description
Sub-function 3 - (name)
Insert measure/s description
Corporate Services
Corporate Services
Sub-function 1 - (name)
Reaching of employment equity targets |96 Target reached as 100.0% 100.0% 100.0%
Targeted skills development The % of budget spe 100.0% 100.0% 100.0%
Effective labour relations No of LLF meetings 4.00 4.00 4.00
Effective and update HR policies Revision of all HR 100.0% 100.0% 100.0%
Local Economic Development
Reviewed IDP IDP reviewed annuall 100.0% 100.0% 100.0%
Enhancement of economic _development|value of contracts sig|
Employment through job creation initiatv@§o of temporary jobs 10.00 10.00 10.00
Community Services 100.0% 100.0% 100.0%
Maintenance of halls and facilities % of maintenance bu
Function 2 - (name)
Sub-function 1 - (name)
Insert measure/s description
Sub-function 2 - (name)
Insert measure/s description
Sub-function 3 - (name)
Insert measure/s description
Technical Services
Roads and Stormwater
Sub-function 1 - (name)
Improvement in conditional grant spendilos of conditional cpitall 100.0% 100.0% 100.0%
Maintenance of municipal roads % of maintenance bu 100.0% 100.0% 100.0%
Maintenance of municipal roads (Reseal)kilometres of roads 2.00 2.00 2.00
Maintenance of refuse removal services|o of maintenance bu 100.0% 100.0% 100.0%
Maintenace of sanitation services % of maintenance bu 100.0% 100.0% 100.0%
Maintenance of water assets % of maintenance bu 100.0% 100.0% 100.0%
New water connections No of new water 100.00 100.00 100.00
Replacement of existing water meters__|No of meters replacedi
Maintenace of electricity network % of maintenance bu 100.0% 100.0% 100.0%
New electricity connections No of new electricity 100.00 100.00 100.00
Replacement of existing electricity metefNo of electricity metel 10.00 10.00 10.00
Maintenance of stormwater services % of maintenance bu 100.0% 100.0% 100.0%
Insert measure/s description
Sub-function 3 - (name)
Insert measure/s description
And so on for the rest of the Votes
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Table 33 MBRR Table SA8 - Performance indicators and benchmarks

NCO072 Umsobomvu - Supporting Table SA8 Performance indicators and benchmarks

2017/18 Medium Term Revenue
2013/14 | 2014/15 | 2015/16 Current Year 2016/17 .
Expenditure Framework
Description of financial indicator Basis of calculation
Audited Audited | Audited | Original | Adjusted { Full Year | Pre-audit [Budget YegBudget YegBudget Yeq
Outcome | Outcome | Outcome| Budget Budget | Forecast [ outcome | 2017/18 | +1 2018/1§ +2 2019/2
Borrowing Management
Credit Rating
Capital Charges to Operating Ex pendifunéerest & Principal Paid /Operating| ~ 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.8% 0.2% 0.2%
Expenditure
Capital Charges to Own Revenue Finance charges & Repay ment of 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 1.4% 0.4% 0.3%
borrowing /Own Revenue
Borrowed funding of ‘own’ capital ex péBdittow ing/Capital expenditure exc|  0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
transfers and grants and contributiq
Safety of Capital
Gearing Long Term Borrowing/ Funds & 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Reserves
Liquidity
Current Ratio Current assets/current liabiliies i i i i i 3% 350 38.
Current Ratio adjusted for aged debtorsCurrent assets less debtors > 90 i i i i i 32 350 38.
day s/current liabilities
Liquidity Ratio Monetary Assets/Current Liabilities] i i i i i 6 7 8.
Revenue Management
Annual Debtors Collection Rate (PayniLast 12 Mths Receipts/Last 12 Mth 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 79.5% 79.5%
Level %) Billing
Current Debtors Collection Rate (Cas 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 79.5% 79.5% 79.5%
receipts % of Ratepay er & Other reve
Outstanding Debtors to Revenue Total Outstanding Debtors to Annu 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 91.7% 98.4% 105.1%
Revenue
Longstanding Debtors Recovered Debtors > 12 Mths Recov ered/Tot
Debtors > 12 Months Old
Creditors Management
Creditors System Efficiency % of Creditors Paid Within Terms
(within"MFMA' s 65(€))
Creditors to Cash and Investments 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 8.3% 7.7% 6.8%
Other Indicators
Total Volume Losses )(kW
Total Cost of Losses (Rand '000)
Electricity Distribution Losses (2)
% Volume (units purchased and
generated less units sold)/units
purchased and generated
Total Volume Losses (ka)
Total Cost of Losses (Rand '000)
Water Distribution Losses (2)
% Volume (units purchased and
generated less units sold)/units
purchased and generated
Employee costs Employee costs/(Total Revenue - 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 37.3% 37.4% 37.7%
revenue)
Remuneration Total remuneration/(Total Revenug  0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 40.1% 40.2% 40.5%
capital revenue)
Repairs & Maintenance R&M/(Total Revenue excluding cag  0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 2.6% 2.5% 2.3%
revenue)
Finance charges & Depreciation FC&DI(Total Revenue - capital revienué)0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 19.7% 18.5% 17.4%
IDP requlation financial viability indicatgrs
i. Debt coverage (Total Operating Revenue - Operat i i i i i 380 401 43.
Grants)/Debt service payments du
within financial y ear)
ii.O/S Service Debtors to Revenue  (Total outstanding service debtors/d  0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 171.4% 184.1% 196.1%
revenue received for services
iii. Cost coverage (Available cash + Investments)/md i i i i i 3 3 4
fixed operational ex penditure
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2.3.1 Performance indicators and benchmarks

2.3.1.1 Borrowing Management

Capital expenditure in local government can be funded by capital grants, own-source revenue
and long term borrowing. The ability of a municipality to raise long term borrowing is largely
dependent on its creditworthiness and financial position. As with all other municipalities,
Umsobomvu Municipalityds borrowing strategy is pr
repayments. The structure of the Municipality 6 s debt portfolio is dominate
following financial performance indicators have formed part of the compilation of the 2017/18
MTREF:
A Capital charges to operating expenditure are a measure of the cost of borrowing in relation

to the operating expenditure. It can be seen that the cost of borrowing is 0.8 per cent in

2017/2018 and decreases to 0.2 per cent in 2018/19. While borrowing is considered a

prudent financial instrument in financing capital infrastructure development, this indicator

will have to be carefully monitored going forward as the Municipality has reached its

prudential borrowing limits.

A Borrowing funding of own capital expenditure measures the degree to which own capital
expenditure (excluding grants and contributions) has been funded by way of borrowing.
The average over MTREF is zero per cent which substantiates the above mentioned
statement that the Municipality has reached its prudential borrowing limits.

The Municipalityds debt profile provides some in
borrowing capacity. Firstly, the use of amortising loans leads to high debt service costs at the
beginning of the loan, whichdecl i nes steadily towards the end of t

The Municipality has raised mainly amortising loans over the past five years, hence effectively
6f rloonatdi ngé its debt service costs. Debt service ¢
redemption of the last few term loans held by the Municipality.

In summary, various financial risks could have a negative impact on the future borrowing capacity
of the municipality. In particular, the continued ability of the Municipality to meet its revenue
targets and ensure its forecasted cash flow targets are achieved will be critical in meeting the
repayments of the debt service costs. As part of the compilation of the 2017/2018 MTREF the
potential of smoothing out the debt profile over the longer term will be investigated.

2.3.1.2 Safety of Capital

A The debt-to-equity ratio is a financial ratio indicating the relative proportion of equity and
debt used i n financisetsg The in@icatonisrbasediop thd total gf6 s a s
loans, creditors, overdraft and tax provisions as a percentage of funds and reserves.

A The gearing ratio is a measure of the total long term borrowings over funds and reserves.

2.3.1.3 Liquidity

A Current ratio is a measure of the current assets divided by the current liabilities and as a
benchmark the Municipality has set a limit of 1, hence at no point in time should this ratio
be less than 1. For the 2017/2018 MTREF the current ratio is 32.1 in the 2017/2018
financial year and 35.3 and 38.9 for the two outer years of the MTREF. The municipality
needs to seriously implement it credit control as this shows that the outstanding debtors
of the municipality are extremely.
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A The liquidity ratio is a measure of the ability of the municipality to utilize cash and cash
equivalents to extinguish or retire its current liabilities immediately. Ideally the municipality
should have the equivalent cash and cash equivalents on hand to meet at least the current
liabilities, which should translate into a liquidity ratio of 1. Anything below 1 indicates a
shortage in cash to meet creditor obligations. For the 2016/17 financial year the ratio was
1 and as part of the financial planning strategy it has been stabilized at 6.3 in the 2017/18
financial year. This needs to be considered a pertinent risk for the municipality as any
under collection of revenue will translate into serious financial challenges for the
Municipality.

2.3.1.4 Revenue Management

A As part of the financial sustainability strategy, an aggressive revenue management
framework has been implemented to increase cash inflow, not only from current billings
but also from debtors that are in arrears in excess of 90 days. The intention of the strategy
is to streamline the revenue value chain by ensuring accurate billing, customer service,
credit control and debt collection.

2.3.1.5 Creditors Management

A The Municipality has managed to ensure that creditors are settled within the legislated 30
days of invoice. While the liquidity ratio is of concern, by applying daily cash flow
management the municipality has managed to ensure a 100 per cent compliance rate to
this | egislative obligation. This has had a f
risk of doing business with the Municipality, which is expected to benefit the Municipality
in the form of more competitive pricing of tenders, as suppliers compete for the
Municipalityds business.

2.3.1.6 Other Indicators

A Employee costs as a percentage of operating revenue continues to decrease over the
MTREF. This is primarily owing to the high increase in bulk purchases which directly
increase revenue levels, as well as increased allocation relating to operating grants and
transfers.

A Similar to that of employee costs, repairs and maintenance as percentage of operating
revenue is also decreasing owing directly to cost drivers such as bulk purchases
increasing far above inflation. In real terms, repairs and maintenance has increased as
part of the Muni ci p ahemanggénsentsfitsassetbagey t 0 ensur e

2.3.2 Free Basic Services: basic social services package for indigent households

The social package assists residents that have difficulty paying for services and are registered as
indigent households in terms of the Indigent Policy of the Municipality. With the exception of
water, only registered indigents qualify for the free basic services.

For the 2017/2018 financial year 3556 registered indigents have been provided for in the budget
with this figured remaining the same throughout the MTREF. I n terms of the M
indigent policy registered households are entittedto6ka f e e wat edlectricibyOsankatidm o f
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and free waste removal equivalent to removal once a week, as well as a discount on their property
rates.

Further detail relating to the number of households receiving free basic services, the cost of free
basic services, highest level of free basic services as well as the revenue cost associated with
the free basic services is contained in Table 27 MBRR A10 (Basic Service Delivery Measurement)
on page 44.

Note that the number of households in informal areas that receive free services and the cost of
these services (e.g. the provision of water through stand pipes, water tankers, etc) are not taken
into account in the table noted above.

2.3.3 Providing clean water and managing waste water

The Municipality is the Water Services Authority for the entire municipality in terms of the Water
Services Act, 1997 and acts as water services provider. The total water supply of is extracted
and treated by the municipality, from rivers and boreholes.

The Department of Water Affairs conducts an annual performance rating of water treatment

works, presenting a Blue Drop or Green Drop award respectively to potable water treatment works

and waste water treatment works that meet certain criteria of excellence.

A The infrastructure at most of the waste water treatment works is old and insufficient to
treat the increased volumes of waste water to the necessary compliance standard;

A Shortage of skilled personnel makes proper operations and maintenance difficult;

A Electrical power supply to some of the plants is often interrupted which hampers the
purification processes; and

A There is a lack of proper regional catchment management, resulting in storm water
entering the sewerage system.

The following are some of the steps that have been taken to address these challenges:

A Infrastructure shortcomings are being addressed through the capital budget in terms of a
5-year upgrade plan;

A The filling of vacancies has commenced and the Waste Water Division will embark on an
in-house training programme, especially for operational personnel;

A The Electricity Division is to install dedicated power supply lines to the plants; and

A The Division is working in consultation with the Department of Water Affairs to address
catchment management.

2.4 Overview of budget related-policies

The Municipalitydés budgeting process is guided anct
strategies and related policies.

2.4.1 Review of credit control and debt collection procedures/policies

The Collection Policy as approved by Council in May 2017 is currently under review. While the
adopted policy is credible, sustainable, manageable and informed by affordability and value for
money there has been a need to review certain components to achieve a higher collection rate.
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Some of the possible revisions will include the lowering of the credit periods for the down payment
of debt. In addition, emphasis will be placed on speeding up the indigent registration process to
ensure that credit control and debt collection efforts are not fruitlessly wasted on these debtors.

The 2017/2018 MTREF has been prepared on the basis of achieving an average debt or s o
collection rate of 80 per cent on current billings. In addition, the collection of debt in excess of 90

days has been prioritised as a pertinent strategy
addition, a payment incentive scheme has been implemented and has delivered significant results

in the recovery of older debt.

2.4.2 Asset Management, Infrastructure Investment and Funding Policy

A proxy for asset consumption can be considered the level of depreciation each asset incurs on

an annual basis. Preserving the investment in existing infrastructure needs to be considered a
significant strategy in ensuring the future sust
revenue base. Within the framework, the need for asset renewal was considered a priority and

hence the capital programme was determined based on renewal of current assets versus new

asset construction.

Further, continued improvements in technology generally allows many assets to be renewed at a

|l esser Oreal & cost than tehefredistcogsideredipruderdto allow uct i on
for a slightly lesser continual level of annual renewal than the average annual depreciation. The

Asset Management Policy is therefore considered a strategic guide in ensuring a sustainable

approach to asset renewal, repairs and maintenance and is utilised as a guide to the selection

and prioritisation of individual capital projects. In addition, the policy prescribes the accounting

and administrative policies and procedures relating to property, plant and equipment (fixed

assets).

2.4.3 Budget Adjustment Policy

The adjustments budget process is governed by various provisions in the MFMA and is aimed at
instilling and establishing an increased level of discipline, responsibility and accountability in the
financial management practices of municipalities. To ensure that the Municipality continues to
deliver on its core mandate and achieves its developmental goals, the mid-year review and
adjustment budget process will be utilised to ensure that underperforming functions are identified
and funds redirected to performing functions.

2.4.4 Supply Chain Management Policy

The Supply Chain Management Policy was approved by Council in May 2017. An amended policy
will be considered by Council in due course of which the amendments will be extensively
consulted on.

2.4.5 Budget Policy

The Budget Policy aims to empower senior managers with an efficient financial and budgetary
amendment and control system to ensure optimum service delivery within the legislative
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framework of the MFMA andthe Muni ci pal i tyod6s systenPolwieswdsel egat i
approved by Council in May 2017.

2.4.6 Cash Management and Investment Policy

The Municipalityds Cash Man awgscappeoned byaCouwhcil inMaye st me n't
2017. The aim of the policyist o ensur e that the Municipalityods su
adequately managed, especially the funds set aside for the cash backing of certain reserves. The

policy details the minimum cash and cash equivalents required at any point in time and introduce

time frames to achieve certain benchmarks.

2.4.7 Tariff Policies

The Municipalityodos tariff policies provide a br.
determine fair, transparent and affordable charges that also promote sustainable service delivery.

The policies have been approved on various dates and a consolidated tariff policy was approved

in May 2017.

2.4.8 Financial Modelling and Scenario Planning Policy

The Financial Modelling and Scenario Planning Policy has directly informed the compilation of
the 2017/2018 MTREF with the emphasis on affordability and long-term sustainability. The policy
dictates the approach to longer term financial modelling. The outcomes are then filtered into the
budget process. The model and scenario planning outcomes are taken to Council every
November and then translate into recommendations for the budget guidelines that inform the
compilation of the next MTREF. One of the salient features of the policy is the emphasis on
financial sustainability. Amongst others, the following has been modelled as part of the financial
modelling and scenario planning process:

A Approved 2016/17 Adjustments Budget;

A Cash Flow Management Interventions, Initiatives and Strategies (including the cash
backing of reserves);

A Economic climate and trends (i.e. Inflation, household debt levels, indigent factors, growth,
recessionary implications);

A Loan and investment possibilities;

A Performance trends;

A Tariff Increases;

A The ability of the community to pay for services (affordability);

A Policy priorities;

A Improved and sustainable service delivery; and

A Debtor payment levels.

All the above policies are available on the Munic

related policies:

Property Rates Palicy;

Funding and Reserves Policy;

Borrowing Policy;

Budget Policy; and

Basic Social Services Package (Indigent Policy).

Too Too T T o
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2.5 Overview of budget assumptions

2.5.1 External factors

Domestically, after five years of strong growth, during which about 400 jobs were created, our
economy shrank by an estimated 1.8 per cent last. It is expected that recovery from this
deterioration will be slow and uneven, and that growth for 2017 will be .7 per cent rising to .8 per
cent by 2020.

Owing to the economic slowdown, financial resources are limited due to reduced payment levels
by consumers. This has resulted in declining cash inflows, which has necessitated restrained
expenditure to ensure that cash outflows remain within the affordability parameters of the
Muni ci palitydéds finances.

2.5.2 General inflation outlook and its impact on the municipal activities

There are five key factors that have been taken into consideration in the compilation of the
2017/2018 MTREF:

National Government macro-economic targets;
The gener al inflationary outl ook and t he
businesses;

The impact of municipal cost drivers;

The increase in prices for bulk electricity and water; and

The increase in the cost of remuneration. Employee related costs comprise 33 per cent of
total operating expenditure in the 2017/2018 MTREF and therefore this increase above
inflation places a disproportionate upward pressure on the expenditure budget.

To oo o To

2.5.3 Credit rating outlook

Table 34 Credit rating outlook

No credit rating has been done by the Municipality

2.5.4 Interest rates for borrowing and investment of funds

The MFMA specifies that borrowing can only be utilised to fund capital or refinancing of borrowing
in certain conditions. The Municipality engages in a number of financing arrangements to
minimise its interest rate costs and risk. However, for Umsobomvu Municipality the 2015/2016
MTREF is based on the assumption that all borrowings are undertaken using fixed interest rates
for amortisation-style loans requiring both regular principal and interest payments. As part of the
compilation of the 2017/2018 MTREF the potential of smoothing out the debt profile over the long
term will be investigated.

2.5.5 Collection rate for revenue services

The base assumption is that tariff and rating increases will increase at a rate slightly higher that
CPI over the long term. It is also assumed that current economic conditions, and relatively
controlled inflationary conditions, will continue for the forecasted term.
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The rate of revenue collection is currently expressed as a percentage (80 per cent) of annual
billings. Cash flow is assumed to be 80 per cent of billings, plus an increased collection of arrear
debt from the revised collection and credit control policy. The performance of arrear collections
will however only be considered a source of additional cash in-flow once the performance has
been carefully monitored.

2.5.6 Growth or decline in tax base of the municipality

De bt cevesu@ is assumed to increase at a rate that is influenced by the consumerde bt or s 0
collection rate, tariff/rate pricing, real growth rate of the Municipality, household formation growth
rate and the poor household change rate.

Household formation is the key factor in measuring municipal revenue and expenditure growth,

as servawdeatgol ds 6 i s a greater munici pal Sservi ce
Household formation rates are assumed to convert to household dwellings. In addition, the

change in the number of poor households influences the net revenue benefit derived from

household formation growth, as it assumes that the same costs incurred for servicing the
househol d exi st, but t hat no consumer revenue i
consumption to the level of free basic services.

2.5.7 Salary increases

According to the collective agreement regarding salaries/wages, a provision of 7.36 per cent has
been made for the 2017/18 financial year.

2.5.8 Impact of national, provincial and local policies

Integration of service delivery between national, provincial and local government is critical to
ensure focussed service delivery and in this regard various measures were implemented to align
IDPs, provincial and national strategies around priority spatial interventions. In this regard, the
following national priorities form the basis of all integration initiatives:

Creating jobs;

Enhancing education and skill development;
Improving Health services;

Rural development and agriculture; and
Fighting crime and corruption.

Too oo oo Too Too

To achieve these priorities integration mechanisms are in place to ensure integrated planning and
execution of various development programs. The focus will be to strengthen the link between
policy priorities and expenditure thereby ensuring the achievement of the national, provincial and
local objectives.

2.5.9 Ability of the municipality to spend and deliver on the programmes
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It is estimated that a spending rate of at least 97 per cent is achieved on operating expenditure
and 100 per cent on the capital programme for the 2018/2018 MTREF of which performance has
been factored into the cash flow budget.

2.6 Overview of budget funding

2.6.1 Medium-term outlook: operating revenue
The following table is a breakdown of the operating revenue over the medium-term:

Table 12 Summary of Operating Expenditure by Standard Classification Item

Current year 2016/17 2017/18 Medium Term Revenue & Expenditure Framework
Expenditure by type Original Adjusted Full year Budget year |% Increase | Budget year +] Budget year +1
Budget Budget Forecast 2017/2018 (Decrease) |2018/2019 2019/2020

Employee Related Costs 47 215 689.00 45 978 901.00 45 978 901.0Q 49 356 104.00 7.35% 52 787 897.00 56 459 961.00
Remuneration of Councillors 3 246 332.07 3460 789.0¢ 3460 789.07 3716 887.0¢ 7.409 3977 070.00 4 255 464.00
Debt Impaired 6194 054.00 11 388 256.0Q 11 388 256.00 11 387 767.00 0.00% 11 387 767.0Q 11 387 766.00
Depreciation & Asset Impairmenft 29 406 915.00 29 442 204.00 29 442 204.00 25 827 264.0( -12.28% 25 827 264.00 25 827 264.0(
Finance Charges 310 000.00 230 000.00 230 000.00 260 000.00 13.049 260 000.00 260 000.00
Bulk Purchases 22 962 421.00 22 962 421.00 22 962 421.00 23 388 287.0( 1.85% 25 043 767.00 26 772 330.00
Other Materials - -

Contacted Services - - - 1 123 600.04 1191 016.00 1262 477.00
Transfers and Grants 9536 950.00 6777 352.00 6777 352.0Q - - =
Other Expenditure 34 537 489.0Q 35 062 000.00 35 062 000.00 34 211 599.0( -2.43% 35 908 584.00 35 266 690.00
Loss on Disposable PPE 20 000.00 20 000.00] 20 000.00 20 000.00] 0.00% 20 000.00] 20 000.00
Total Expenditure 153 429 850.00 155 321 923.00 155 321 923.00 149 291 508.0:! -3.88% 156 403 365.00 161 511 952.0!

The following graph is a breakdown of the operational revenue per main category for the 2017/18

financial year.
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