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Part 1 — Annual Budget

1.1 Mayor’s Report

Mayor’s Report

The local government elections of 2011 have afforded all municipalities in our country an
opportunity to develop new Integrated Development Plans for a period of five years. This is to
enable the new councils to mould and present their own perspective of the development trajectory
they want to nurture. The development of the Integrated Development Plan empowers the councils to
build on the strengths of the municipality and develop strategies to mitigate against the weaknesses
and risks exposed through the process.

The road we have traversed has thus far encouraged us that the path we have chosen through our
strategic planning session and the various resolutions taken by both the Mayoral Committee and the
council will lead us to realize the objectives of our Constitution in particular those geared towards a
better quality of life for all. These include the firm determination to develop our economy , the critical
role that ASPIRE, our development Agency plays in the development of our towns and communities
,our tabling of annual report to account and entrench a culture of good governance.

The role played by the cluster heads at both political and administrative levels towards achieving this
strategic document is greatly appreciated. Two important events have had a major impact in our
plans and those being the COP 17 on Climate change , the fact that Buffalo City is now a
Metropolitan Municipality and the scarcity of resources to implement our plans(the recession) . Be that
as it may this Integrated Development Plan We have ensured right through the process plan that there
is always live consultations between the Amathole District Municipality and its constituent local
municipality. We have to yet master the ability to plan with our neighbour the Metro seeing that
economy knows no juridical boundaries but works on geographical boundaries.

Above all what will make the Amathole District Municipality deliver on its mandate is conscious
inculcating of mutual respect , good governance and culture of performance amongst all of us. This
Integrated Development Plan will only be of value if it assists us to achieve all of the above.

The last financial year has given us a challenge that we shall have to learn to live by. That is to
maintain the great heights attained by this district with regards to financial management and other
record of good governance .

| would like to take this opportunity to make a callto all of usto ensure that good planning should
be supplemented by a good culture of performance .

1.2 Council Resolutions
On 22 March 2013 the Council of Amathole district Municipality met in the Council Chambers of Amathole
district Municipality to consider the annual budget of the municipality for the financial year 2013/14. The
Council approved and adopted the following resolutions:

. That the Council approves the draft IDP for 2012 — 17 and the Revised Performance
Management Framework Annexure “O”;

[b] That the reviewed IDP Sector Plans and the listed new Sector Plans be approved Annexure
“P”:

— Supply Chain Management Strategy



— Asset Management Strategy

— Industrial Development Plan

— Geographic Information Systems (GIS) Strategy
— Cooperatives Strategy;

[c] That the Annual Budget of the Amathole District Municipality for the financial year
2013/14 be approved as set out in the following schedules:

Detailed Income budget per source for 2013/14, 2013/14 and 2013/2015 Annexure “A”

— Detailed Expenditure Budget per vote for 2013/14, 2013/14 and 2014/2015 Annexure
“B”

Income and Expenditure per GFS classification Annexure “C”

Capital Expenditure 2013/14 per Annexure “D”

[e] That the MIG three year capital plans be approved as reflected in Annexure “E”

[fl That the tariffs as set out in Annexure “F” for 2012/2013 be approved, including Water and
Sanitation Tariffs, Sundry Water & Sanitation Charges, Fire Services Tariffs, Eastern Region
Solid Waste Site Tariffs, Building Plan Fees, Calgary Museum Fees and Municipal Health
Violation Fees, for the 2013/14 financial year;

[a] That the budget related policies listed below be approved Annexure “Q” :

- Budget policy

- Indigent policy

- Tariff policy

- Credit Control and Debt Collection policy

1.3 Executive Summary

The development of the budget is informed by the key service delivery priorities as reflected in the
IDP to ensure that services provided are sustainably, economically and equitably to all communities and the
need to maintain the Municipality’s financial sustainability.

The Municipality is implementing specific range of revenue collection strategies, such as appointiment of a
debt collector to assist in collecting outstanding debts from businesses and domestic consumers. The intention
of the strategy is to streamline the revenue value chain by ensuring accurate billing, customer service, and
credit control and debt collection in order to improve the collection of outstanding consumer debt.

National Treasury’s MFMA Circulars No. 51, 54 and 55 were used to guide the compilation of the
2013/14 MTREF.

The Municipality faced the following significant challenges during the compilation of the 2013/14
MTREF:

* ADM continues to be a grant dependant institution

e Internal revenue collection remains at low levels

e The increased costs associated with bulk water and electricity, placing upward pressure on tariff
increases to consumers. High costs associated with providing of services to the community had
resulted in tariff increases that may soon render municipal services financially unaffordable to the
consumer and unsustainable by the Municipality

e Salary increases for municipal staff exceeding consumer inflation, and the requirement to fill vacant,
critical and essential positions in accordance with the Salary and Wage Collective Agreement
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* No specific funding allocated for non-core mandates such as building & services planning land &
housing

e Refurbishment budget funded from prior year surpluses

e MIG currently focused on new infrastructure — 90% of allocation to new

e Depleted Capital Replacement Reserve, impacting on the Municipality’s ability to fund capital
expenditure from internal sources

Total operating revenue has grown by 13 per cent per cent or R 236 331 for the 2013/14 financial year when
compared to the 2012/13 Budget. For the two outer years, operational revenue will increase by 4.30 per cent
and 8.03per cent respectively.

Total operating expenditure for the 2013/14 financial year amounts to R1 217 851 with a break even budget.
Operational expenditure for 2014/15 is R1 270 202, a growth of 4.30 per cent on prior year, and 2015/16
operating expenditure if R1 372 187, representing a 5.37per cent growth on prior year. All year's present
balanced budgets, with no surpluses being anticipated to replenish the ever depleting reserves.

The capital budget of R534 222 for 2013/14 represents a 6.13 per cent growth on the 2012/12 capital budget,
due to an increased allocation in terms of DoRA. The capital budget increases to 710 831 in the 2014/15
financial year and then increases to 999 105 in 2015/16 financial year, directly linked to the amount of capital
grants gazetted in DoRA. ADM has not yet entered into any loan agreements to fund capital programmes, as
the municipality currently has just sufficient capacity to fully spend the annual DoRA allocations.

In view of the aforementioned, the following table is a consolidated overview of the proposed 2013/14 Medium-
term Revenue and Expenditure Framework:

Table 1 Consolidated Overview of the 2013/14 MTREF

e | s | e
Total Revenue (excluding capital

transfers and contributions) -1 217 851 -1270 202 -1 372 187
Total Expenditure 1217 851 1270 202 1372187
Surplus/(Deficit) 0 0 0
Total Capital Expenditure 543 222 710 831 999 105




1.4 Operating Revenue Framework

The district faces a huge challenge in terms of generating own revenue. A large percentage of consumers are
either indigent, (also a reluctance amongst the consumers to officially register as indigents, which equates in
the inability to properly quantify the number of indigent consumers) or receive water from standpipes. There is
no financial recovery for ADM from these consumers. Consumer base information is very inaccurate and
constantly changing. Water losses also pose a problem. Of the billed amounts in the 2012/2013 financial
year, for the first 8 months of the year, only 31.3per cent of billing is recovered. For Amathole District
Municipality to improve the quality of services provided to its citizens, it needs to generate the required
revenue. ADM is faced with development backlogs and extreme poverty. The expenditure required to
address these challenges continues to exceed available funding, with equitable share being utilised to
subsidize the service.

The following table is a summary of the 2013/14 MTREF (classified by main revenue source):

Table 2 A4 Summary of revenue classified by main revenue source

Descripion Ref| 200910 | 2001 | 2012 Curtent Year 201213 201314 edum T;r;r?nsmue&EXpend”“re
R thousand 1 Audited Audited Audited Original Adjusted Full Year Pre-audit | Budget Year |Budget Year +1| Budget Year +2
QOutcome | Outcome | Outcome Budaet Budaet Forecast { outcome 201314 2014115 2015/16
Revenue By Source
Property rates 2 - - - - - - - - - -
Property rates - penalfies & collection charges
Service charges - electricity revenue 2 - - - - - - - - - -
Senvice charges - waler revenue 2 51997 70496 99732 89551 89551 89 551 97794 162 281 170737 178663
Senvice charges - sanftation revenue 2 33018 43402 69772 68772 68772 68772 47026 14984 7865 82621
Senvice charges - refuse revenue 2 - - - - - - - - - -
Service charges - ofher 1812 1851 3142 3280 3280 3200 2175 3259 349 3576
Rental of facilies and equipment 233 269 M i s M 207 27 290 290
Interest eamed - external investments 35388 2407 28480 17716 17716 17716 4645 2519 24536 26000
Interest eamed - outstanding debors - 22838 27187 26978 26978 26978 15658 29318 30802 231
Dividends received
Fines - - - 10 10 10 - 10 10 10
Licences and permits
Agency services - 3035 - - - - - - - -
Transfers recognised - operational 716536 795609 562193 617617 617617 617617 421880 641196 678503 711992
Other revenue 2 63 366 54 584 57950 240985 359039 359039 30672 34359 327050 sirem
Gains on disposal of PPE
Total Revenue (excluding capital transfers and 902350 | 1020490 848768 1065181| 118323 |  118323% 619957 [ 1280074  1314004| 1413340
contributions)

Table 3 Percentage growth in revenue by main revenue source



Details 2013/14 2012/13 % change

Service Charges: Water & Sewerage -240523 621 -161 603 024 48.84%
Interest Earned - Outstanding Debtors -29 318 216 -26 978 020 8.67%
Rent of Facilities and Equipment -276 504 -271 807 1.73%
Interest Earned - External Investments -36 104 772 -27 416 422 31.69%
Other Income -332 655 156 -231294 831 43.82%
Grants and Subsidies

Equitable Share -373 527 000 -355922 000 4.95%
Levy Replacement Grant -248 104 000 -227 618 000 9.00%
FMG Funding -1 250 000 -1 096 491 14.00%
PMU Subsidy -6 500 000 -3 500 000 85.71%
Water Services Operating Subsidy -6 000 000 -18 281 000 -67.18%
Neighbourhood Development Partnership Grant -10 000 000 -64 156 000 -84.41%
EPWP Incentive Grant -3125 000 -6 022 000 -48.11%
Municipal Systems Improvement Grant -890 000 -877 193 1.46%
Rural Roads Assets Management Grant -2 347 000 -1557 895 50.65%
Neighbourhood Development Partnership Grant in -1 500 000 -4 000 000 -62.50%
Regional Bulk Infrastructure Grant in kind -56 504 000 -51 929 000 8.81%
Water Services Operating Subsidy -300 000 -300 000 0.00%
Municipal Infrastructure Grant -412 147 000 -341 917 544 20.54%

TOTAL INCOME

-1761072 269

-1524741 227

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 overall picture.

Revenue generated from service charges in 2012/13 amounts to R240 523621, representing only 13.66 per
cent of operating revenue. In the 2012/13 financial year, revenue from services charges totalled R127 751
517, representing 9.79 per cent of overall revenue. District is faced with a major challenge of implementing
cost reflective tariffs to ensure financial sustainability of the district versus tariffs which are affordable to it's

consumers.

Operating grants and transfers totals R543 222 in the 2011/12 financial year and steadily increases 3to R999
105 by 2015/16. The following table gives a breakdown of the various operating grants and subsidies allocated

to the municipality over the medium term:



Table 4 Operating Transfers and Grant Receipts

Description

R thousand

Ref

2009110

201011

01112

Current Year 2012/13

201314 Medium Term Revenue & Expenditure
Framework

Audited
Outcome

Audited
Qutcome

Audited
Qutcome

Original
Budget

Adjusted
Budagt

Full Year
Forecast

Budget Year
201314

Budget Year +1|Budget Year +2
2014/15 2015/16

Qperating transfers and grants:
National Government;
Balance unspent at beginning of the year
Current year receipts
Conditions met - transferred to revenue
Conditions stil to be met - ransferred to liabites
Provincial Government;
Balance unspent at beginning of the year
Current year receipts
Conditions met - transferred to revenue
Condtions stil to be met - transferred to liabilfies
District Municipality:
Balance unspent at beginning of the year
Current year receipts
Conditions met - transferred to revenue
Condtions stil to be met - transferred to liabilfies
Other grant providers:
Balance unspent at beginning of the year
Current year receipts
Conditions met - transferred to revenue
Condtions stil to be met - transferred to liabilfies

195108
237998

1212
534549

556 358

1168
566 358

634 696 672003 705492

305622

535761

556 358

557526

63469 672003 105492

127484

Total operating transfers and grants revenue

305622

535761

556 358

1168

557526

634.6% 672003 105492

Total operating transfers and grants - CTBM

127 484

Capital transfers and grants:
National Government;

Balance unspent at beginning of the year

Curent year receipts

Conditions met - transferred to revenue

Condtions stil to be met - transferred to liabilies
Provincial Government;

Balance unspent at beginning of the year

Current year receipts

Conditions met - transferred to revenue

Condtions stil to be met - transferred to liabilies
District Municipality:

Balance unspent at beginning of the year

Current year receipts

Conditions met - transferred to revenue

Condtions stil to be met - transferred to liabilfies
Other grant providers:

Balance unspent at beginning of the year

Current year receipts

Conditions met - transferred to revenue

Conditions stil to be met - ransferred to liabiltes

241998

62090
435214

4211

134190

134190
#2711

480998 667 029 %7982

241998

497 304

2

134190

546 901

480998 667029 957952

11670

11670

Total capital transfers and grants revenue

241998

508974

2

134190

546 901

480998 667029 957952

Total capital transfers and grants - CTBM

TOTAL TRANSFERS AND GRANTS REVENUE

547620

1044 736

969 069

135358

1104427

1115694 | 1339032 | 1663444

TOTAL TRANSFERS AND GRANTS - CTBM

127 484




Tariff-setting is a pivotal and strategic part of the compilation of any budget. When tariffs and other charges
were revised, affordability of services was paramount in determining increases, as well as local economic
conditions and existing payment trends. This resulted in the introduction of a flat rate for non metered
consumers, to try to get these consumers to at least pay towards their deemed consumption of 6kl. The fixed
monthly fee for honey sucking regardless of the number of times that tanks were emptied caused a major
outcry from consumers in the 2010/11 financial year. This has now been revised to a tariff of R211 per
clearance. Instead of one tariff structure applying to all water consumers, categories of consumers have been
introduced into the 2012/13 tariff structure.

The percentage increases of Eskom of 20.38per cent and 8per cent for DWA are far beyond the inflation
target, and were major cost drivers in the overall cost of water production

1.4.1 Property Rates

Table 5 Comparison of proposed rates to levied for the 2013/14 financial year

Property rates are the competency of the Local Municipality’s within ADM, and therefore are not applicable to
the District Municipality.



1.4.2 Sale of Water and Impact of Tariff Increases

. Water tariffs within the district are currently cost-reflective.

. 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

. Water tariffs are designed to encourage efficient and sustainable consumption via stepped tariff
approach

The district will be in a position to ensure that the water tariff structures are cost reflective by 2014, as this will
ensure financial sustainability for the provision of water and sanitation services to ADM communities.

The tariff model that is applied in calculating the 2012/13 tariffs has been improved from the previous year’s
model; it is now largely based on the tariff guidelines set out in the Department of Water Affairs Tariff Guideline
document. The guideline template takes into consideration the number of consumer, consumption and water
services budget. In setting tariffs, the template takes into account the different consumer groups in order to set
different tariffs for each group in terms of Regulation 4 of section 10 of Water Services Act.

The model calculates the cost of production per ki using the total projected cost on projected water production.
Other additional sources of funding such as the equitable share allocation are deducted from the cost of
production to determine the funding (tariff to be charged) that is required from users in order to be able cover
the cost of production.

The cost of providing water is based on the following cost drivers:

Bulk water purchase
Employee related costs
Repairs and maintenance
Collection costs

Bad & doubtful debts
Contracted Services
General Expenses
Institutional Costs
Depreciation

Finance charges

Tariff increases are reflected in the tables below. 6kl free water is given to all domestic consumers, an
additional 4kl free is provided to Indigent consumers which takes their free basic water to 10kl per month .
Major change this year being that the model aims at getting to a break-even point.

Table 6 Proposed Water Tariffs



Residential Domestic Users

Tariffs Tariffs

KL 2012/13 2013/14

0-10 R11.96 Free
10-15 R 15.94 R 16.90
15-25 R19.93 R21.13
25-40 R23.92 R 25.36
40-500 R25.91 R 27.46
500+ R 27.90 R 29.57




DOMESTIC STEP TARIFF

Tariffs Tariffs
KL 2012/13 2013/14
0-6 R 11.96 Free
6-15 R 15.94 R 16.90
15-25 R 19.93 R21.13
25-40 R 23.92 R 25.36
40-500 R 25.91 R 27.46
500+ R 27.90 R 29.57
CHURCHES STEP TARIFF

Tariffs Tariffs
KL 2012/13 2013/14
0-6 R 11.96 R 12.68
7-15 R 15.94 R 16.90
16-25 R 19.93 R21.13
26-40 R 23.92 R 25.36
41-500 R 25.91 R 27.46
500+ R 27.90 R 29.57
SPORTS CLUBS STEP TARIFF

Tariffs Tariffs
KL 2012/13 2013/14
0-6 R 11.96 R12.68
7-15 R 15.94 R 16.90
16-25 R 19.93 R21.13
26-40 R 23.92 R 25.36
41-500 R 25.91 R 27.46
500+ R 27.90 R 29.57
NON-GOVERNMENTAL ORGANIZATIONS STEP TARIFF

Tariffs Tariffs
KL 2012/13 2013/14
0-6 R 11.96 R12.68
7-15 R 15.94 R 16.90
16-25 R 19.93 R21.13
26-40 R 23.92 R 25.36
41-500 R 25.91 R 27.46
500+ R 27.90 R 29.57
COMMERCIAL AND

BUSINESS - FLAT RATE
PER KILOLITRE
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***(Mixed Use include Domestic and Non Domestic users, excluding Industrial and Agriculture)
No Basic Service Charge on Indigent and Pre Paid Metered Customers
For single bulk meters: owner liable for basic charges per individual tenant

WATER AVAILABILITY FEE VACANT PLOT 2013/14

Service Type

Charge

2012/13 Monthly

Charge

2013/14 Monthly

Water Availability Fee

72.57

76.92

WATER FLAT RATE ( This relates to unmetered households,Businesses and

Instituitions)

2012/13 monthly | 2013/14 Monthly
Category Charge Charge
Residential/Domestic, Churches, Sports Club, Old Age & NGO's R 26.75 R 76.08
Commercial and Business R 232.98 R 246.96
Industrial and Agriculture R 976.90 R 1035.51
Instituitional R 334.97 R 355.07
Mixed Use R 334.97 R 355.07
Sundry Water Charges
Annexure F3
Commercial, Commercial,
Industrial, Industrial,
Agricultural, Agricultural,
Instituition & Instituition &
Domestic Domestic Indigent Indigent Mixed Use Mixed Use
Service 2012/13 2013/14 2012/13 2013/14 2012/13 2013/14
Water Deposit R 516.39 547.37 R 156.12 R 165.49 R1110.84 R1177.49
New Connection R1236.93 1311.15 R 0.00 R 0.00 R 2545.92 R 2 698.68
Re-Connection R 420.32 445.54 R 420.32 N/A R 413.96 R 438.80
Conversion to
Pre-paid system R 2 756.08 2921.44 R 2 756.08 R 2921.44 R 2 756.08 R 2921.44
Fine:
Unauthorised
connection R 3602.74 3818.90 R 3 602.72 R 3818.88 R 3602.72 R 3 818.88
Disconnection:
non payment R 420.32 445.54 R 420.32 N/A R 420.32 R 445.54
Emergency
tanked water R 20.42 21.65 R 20.42 R 21.65 R 20.42 R 21.65
Property
Clearence
Application R 144.11 152.76 R 144.11 N/A R 144.11 R 152.76
Retrofit tariff (
Plumbing
repairs and
maintanance
inside the
household
conducted by
ADM) R 120.00 127.20 N/A R 127.20 N/A N/A

11



SUNDRY WATER CHARGES ANNEXURE F3

DOMESTIC  [DOMESTIC INDIGENT INDIGENT [COMMERCIAL [COMMERCIAL {5.9% Increase |5.9% Increase  [5.9% Increase
DESCRIPTION 2011/2012  |2012/2013 2011/2012  |2012/2013 |2011/2012  (2012/2013  |Domestic Indigent Commercial
Water Deposit 487.62 51639 el 1561 1048.95 111084 8.7 8.70 6189
New Connection * 1168.02 123693 - - 2404.08 254592 6891 - 141.84
Re-Connection 396.90 42032 39690 42032 396.90 42032 JRYY) B8 JRYY)
Conversion to Prepaid System 2602.53 2756.08 260253 2756.08 2602.53 2756.08 153.55 153.55 153.55
Replacement of prepaid token 7144 75.65 7144 75.65 7144 75.65 an an an
Fine: Unauthorised connection 3402.00 3602.72 340200( 3602.72 3402.00 360272 200.72 200.72 200.72
Disconnection: Non Payment 396.90 42032 3%.90| 42032 396.90 42032 B4 B4 B4
Emergency tanked Water 19.28 2042 1928 042 19.28 2042 114 114 114
Property Clearance Application 136.08 14411 13608 14411 136.08 14411 803 803 803
Retrofit tariff 120.00

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)

[l Current amaumnt Preposad amaurt Differencs ((nereszs) Paeantageefhangs
comEumpiom pEyaEkls pEyaEkls
] R R R
8 21 M. 184%]
12 1™ 121%
o 1
i r. 1
Lol 4 10 61 1
oo a1 13 a1 1
Monthly Current amount Proposed amount Difference (Increase) Percentage change
consumption payable payable
ke R R R
5 21.05 59.80 38.75 184%
12 86.59 191.28 104.69 121%
20 168.38 398.60 230.22 137%
30 288.65 717.60 428.95 149%
400 4 233.50 10 364.00 6 130.50 145%
500 5821.07 13 950.00 8 128.93 140%
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The stepped tariff approach penalises the high volume water uses. Increase of 5per cent applicable to users in
the 5, 12 and 20 kl category, with large increases of 30per cent for domestics that use an excessive amount of

400 Kkl

1.4.3 Sale of Electricity and Impact of Tariff Increases

Electricity is the competency of the LM’s with ADM’s district and therefore not applicable to ADM.

1.4.4 Sanitation and Impact of Tariff Increases

The sanitation tariffs are once again not volumetric based, but based on a fixed monthly fee according to the
category of consumer, as reflected below, with an 8per cent increase across the board:

Table 8 Comparison between current electricity charges and increases (Domestic)

Monthly
consumption
kWh

Current amount
payable
R

Proposed amount
payable
R

Difference
(Increase)
R

Percentage
change
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Table 9 Comparison between current sanitation charges and increases

New Tariff New Tariff

Service Type 2012/13 2013/14
Availability Fee Vacant Erven R 68.95 R 73.09
Residential Domestic User R 137.24 R 145.47
Indigent R 114.37 R 121.23
Commercial and Business R 388.86 R 412.19
Industrial and Agriculture R 1930.60 R 2 046.44
Instituitions R1612.64 R 1709.40
Instituitional Sub Categories R 0.00
Clinics R 194.43 R 206.10
Churches R97.22 R 103.05
Old Age Home & Non- Governmental Organizations R97.22 R 103.05
Sport Fields R 114.37 R 121.23
Mixed Use (Domestic and Non Domestic, excluding industrial

and Agriculture) R 388.86 R 412.19
Effluent Removal / Conservancy Tanks Per Load R 223.45 R 236.86
Special Effluent tariff - Instituitions Clearing their own tanks N/A R 100.00

Table 10 Comparison between current sanitation charges and increases, single dwelling- houses

201272013
2012/ 2013 | Proposed
Monthly Proposed Annual 5.9%
Services 2011/2012 | Monthly Tariff Tariff increase
Availability Fee / Vacant Erven 65.11 68.95 827.36 3.84 3.84
Residential Domestic Users 129.60 137.25 1 646.96 7.65 7.65
Indigent 108.00 114.37 1372.46 6.37 6.37
Comercial and Business 367.20 388.86 4 666.38 21.66 21.66
Industrial and Agriculture 1823.04 1930.60 ] 23167.19 107.56 107.56
Institutions 1522.80 1612.65] 19 351.74 89.85 89.85
- Clinics 183.60 194.43 2 333.19 10.83 10.83
- Churches 91.80 97.22 1166.59 5.42 5.42
- Old age Homes 91.80 97.22 1166.59 5.42 5.42
- Sport Fields 108.00 114.37 1372.46 6.37 6.37
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Monthly sanitation Current amount Proposed amount Difference
consumption payable payable (11% increase)

ke R R R

5 15,19 16,86 1,67
10 33,35 37,02 3,67
20 71,80 79,79 7,90
30 101,72 112,91 11,19
40 107,14 118,93 11,79
50 108,66 120,61 11,95
80 110,28 122,42 12,14
100 111,37 123,62 12,25

1.4.5 Solid Waste

The proposed tariffs remain constant for 2013/14, being a service charge of R53 000 for Mnquma for a

maximum of 3194 tons and R14 454.16 for Mbhashe for a maximum of 224 tons. Should their tonnage exceed
these levels, a rate of R365.70 per ton will be charged.

Table 11 Comparison between current sanitation charges and increases, single dwelling- houses

SERVICE OUTSIDE MUNICIPAL
JURISDICTION

CURRENT TARIFFS
IMPLEMENTED
DURING 2012/13

PRPOSED TARIFFS
FROM 01JULY 2013/14

1. Maor Pumper/hour

R741.30 plus R4.00/km

R742.00 plus R4.24/km

2. Medium Pumper

R635.40 plus R4.00/km

R636.00 plus R4.24/km

3. Auxiliary appliance (Skid
unit)/Hazmat-Rescue vehicle/hour

R423.60 plus R4.00/km

R449.02 plus R4.24/km

4. Service vehicle (e.g. VW Golf)/hour

R211.80 plus R4.00/km

R224.51 plus R4.24/km

5. Rescue involving public safety of
humanitarian nature

No Charge

No Charge

6. Specialized extinguishing materials

Cost plus 35%

Cost plus 35%

7. Fireinvolving informal, domestic
structure as per indigenous policy

No Charge

No Charge

8. Water deliveries (Emergency internal)

R10.03/km plus water
charges

R10.63/km plus water
charges

1.4.6 Building Plan Fees

Building plan fees set to increase by 6%. Fees will be based on 0.5% of project value, with the minimum

charge being R502.90, except for the R123.48 fee applicable to low cost, RDP housing, with the owner being

liable for this fee. The rates are per m2. To illustrate, if you submit plans for a dwelling of 100m2, you will pay:

(100m2 x R1 818.51) x 0.5% = R909.26.

1.4.7 Calgary Museum & Conference Centre
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These tariffs for 2013/14, also represent a 6% increase, are as follows:
Internal Rate: R305.28 for 1st 15 people then R30.74 a head
External Rate: R373.12 for 1st 15 people then R43.46 a head with a R475.94 refundable deposit.

Museum entrance fee of R8.48 an adult and R4.24 a child.

1.4.8 Fire Service Tariffs

Tariffs for fire services have increased with 6%, with varying rates for different class of vehicles ranging from
the most expensive of R785.78 per hour for a major pumper to R2124.51 per hour for a service vehicle. For
incidents outside ADM’s municipal jurisdiction, an additional rate per km is to be levied equivalent to the ruling
AA rate.

The Fire levy of R16.83 for domestics and R22.45 for non domestics, in Dutywa, Butterworth, Komga, Cintsa
and Peddie, where the fire service is readily available.

In Centane, Nggamakwe, Elliotdale, Willowvale, Kei Mouth, Morgans Bay, Haga Haga, Mooiplaas, Bluewaters,
Kwelera, Hamburg and Wesley where the service is not readily available due to the vast distance, a fire
availability levy of R11.23 for domestic and R16.83 for non domestic will be charged. The abovementioned
levies will be amended as and when fire satellite stations are established. This will also be proposed if the Fire
Services function of Amahlathi, Nxuba and Nkonkobe is moved to ADM.
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AREA FIRE LEVY FIRE AVAILABILITY FEE
R16.83 Per household
Dutywa R22.45 per business NA
R16.83 Per household
Butterworth R22.45 per business NA
R16.83 Per household
Komga R22.45 per business NA
R16.83 Per household
Peddie R22.45 per business NA
R11.23 per household
Centane NA R16.83per business
R11.23 per household
Nggamakwe NA R16.83per business
R11.23 per household
Elliotdale NA R16.83per business
R11.23 per household
Willowvale NA R16.83per business
R16.83 Per household
Chintsa East R22.45 per business NA
R16.83 Per household
Chintsa West R22.45 per business NA
R11.23 per household
Kei Mouth NA R16.83per business
R11.23 per household
Morgans Bay NA R16.83per business
R11.23 per household
Haga Haga NA R16.83per business|
R11.23 per household
Mooiplaas NA R16.83per business
R11.23 per household
Bluewaters NA R16.83per business
R11.23 per household
Kwelera NA R16.83per business
R11.23 per household
Hamburg NA R16.83per business
R11.23 per household
Wesley NA R16.83per business

1.4.9 Air Pollution Control Offences and Fines

By-law published in extraordinary Provincial Gazette number 2378 dated 9 June 2010 details fines applicable
ranging from R500 for failure to produce records for inspection to R2 000 for installing, altering any fuel
burning equipment without written approval.
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1.4.10 Waste Management Offences & fines

By-law published in extraordinary Provincial Gazette number 2378 dated 9 June 2010 details fines ranging
from R500 for failing to provide receptacles for the reception of waste that accumulate on the property during a
period of seven days, to R1 500 for failing to ensure that receptacle, vehicle or conveyance has a body of
adequate size and construction for the type of waste being transported

1.4.11 Violation of Municipal Health By Laws

By-law published in extraordinary Provincial Gazette number 2378 dated 9 June 2010 ranging from R500 for
allowing an erf to be overgrown with bush, weeds, grass or other vegetation, to R2000 for failing to prevent the
occurrence of a health nuisance by failing to observe standard health practices/regulations

1.4.12 Overall impact of tariff increases on households

The following table shows the overall expected impact of the tariff increases on large and small households, as
well as an indigent household receiving free basic services. Assuming that the large household consumes 30
kl of water, small household consumes 25 kl and free basic service refers to indigents receiving 6 ki free.
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Table 12 MBRR Table SA14 — Household bills

Description

Rand/cent

Ref

2009/10

2010/11

2011/12

Current Year 2012/13

2013/14 Medium Term Revenue & Expenditure Framework

Audited
Outcome

Audited
Outcome

Audited
Outcome

Original Adjusted
Budaet Budaet

Full Year
Forecast

Budget Year
2013/14
% incr.

Budget Year
2013/14

Budget Year +1
2014/15

Budget Year +2
2015/16

Monthly Account for Household - ‘Middle Income
Range’
Rates and services charges:
Property rates
Electricity: Basic levy
Electricity: Consumption
Water: Basic levy
Water: Consumption
Sanitation
Refuse removal
Other
sub-total
VAT on Services
Total large household bill:
% increase/-decrease

36.15
222.50
129.60

= 38.28
= 534.12
- 137.24

38.28
534.12
137.24

6.0%

40.58
490.10
14547

43.01
519.51
154.20

45.60
550.68
163.45

388.25

- 709.64

709.64

676.15

716.72

759.73

(100.0%)

388.25

- 709.64
(100.0%) -

709.64

676.15
(4.7%)

716.72
6.0%

759.73
6.0%

Monthly Account for Household - 'Affordable Range’
Rates and services charges:

Property rates

Electricity: Basic levy

Electricity: Consumption

Water: Basic levy

Water: Consumption

Sanitation

Refuse removal

Other

sub-total

VAT on Services
Total small household bill:

% increasel-decrease

36.15
174.39
129.60

= 38.28
= 414.52
= 137.24

38.28
414.52
137.24

40.58
363.33
14547

43.01
385.13
154.20

45.60
408.24
163.45

340.14

- 590.04

590.04

549.38

582.34

617.29

340.14

- 590.04
(100.0%) -

590.04

549.38
(6.9%)

582.34
6.0%

617.29
6.0%

Monthly Account for Household - ‘Indigent’
Household receiving free basic services
Rates and services charges:

Property rates

Electricity: Basic levy

Electricity: Consumption

Water: Basic levy

Water: Consumption

Sanitation

Refuse removal

Other

sub-total
VAT on Services
Total small household bill:
% increase/-decrease

51.24
48.66

36.16
25.26
108.00

= 38.28
= 71.76
= 114.37

38.28
71.76
114.37

40.58

14547

43.01

154.20

45.60

163.45

99.90

169.42

- 224.41

224.41

186.05

197.21

209.05

99.90

(100.0%)

169.42

- 224.41
(100.0%) -

224.41

186.05
(17.1%)

197.21
6.0%

209.05
6.0%
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1.5 Operating Expenditure Framework

The municipality’s expenditure framework for the 2013/14 budget and MTREF is informed by the following:

e Balanced budget constraint (committed cash-backed reserves to the tune of R6 million were
used to balance the budget);

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

e The capital programme is aligned to the level of MIG funding and the backlog eradication plan;

e Internally funded projects to the tune of R58 493 525 were prioritised

The following table is a high level summary of the 2013/14 budget and MTREF (classified per main type of
operating expenditure):

Table 13 Summary of operating expenditure by standard classification item

Descripton Ref| 200910 | 2001 | 2002 Current Year 2012113 s MedmmTFe miieredEende
famework
Expendire By Type | | | | |
Employee reated osts VAR 14T 111 BT 4 N/ A O [ VAT S 1
Remunerafon of counclors 018 Mr 0% 1 a1 762 M0 06 19788
Debtimpairment J o (A S ¥/ S /7 S/ SO A 1/ B[
Depreciaton & asset impaiment ! B0 6608 T3 W6 006 K056 - o 13
Finance charges ) 1% 15 3 i 3 o 106 ) 14
Bulk purchases ! RO TR 46 64 B 643 DN WeE eI 5N
Other materil i
Contacted snices - B1% BT 610 o130 610 AT eS8 6N 685N
Transfers and grants LG 1 " S I I [ R - 5819 2704 127
Otherexpenre b5 Wl T T NM0%% BB B6R  19TMO 4095W  AoNB 5HM602
Loss on disposalof PPE
Total Expenditre T T ] S

he budgeted allocation for employee related costs for the 2013/14 financial year totals R410 850 691.15 which
equals 26.95 per cent of the total expenditure.From the initial stages of the budgeting process, an overall 7.5%
increase was applied to salaries, to accommodate the possible proposed wage increase, with CPIl average
from February 2011 to January 2012 being 5.2%. Current organograms were assessed, vacant posts
identified as well as requirements for new posts, which totaled 98 new posts. However, the filling of these new
posts will slowly be phased in.

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 District's budget. The 7.5 per
cent has been budgeted for the councillors and section 57 employees.
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The value of the debtor’s books was forecast for the 2012/ 2013 financial year and a value of 70% of the book
was estimated to constitute the irrecoverable portion. This lead to an addition to the existing provision of
R64 223 965.

Provision for depreciation of R90586148.15 has been informed by the Municipality’s Asset Management
Policy. Depreciation is widely considered a proxy for the measurement of the rate asset consumption. This
equates to 5.94 per cent of the total expenditure. As this is a non cash item, this has no overall budget, as it is
financed by prior year surpluses

Bulk purchases of R 64 363 382 are directly informed by the purchase of water from DWAF. The annual price
increases of 10 per cent have been factored into the budget appropriations and directly inform the revenue
provisions.

Included in the general expenses are R63 47 530 worth of internally funded projects identified during the
budgeting process, linked to the Strategies & objectives formulated at the Strategic Session, as well as a
R15 000 000 allocation to ASPIRE.

Other significant amounts included under General Expenses:

Audit fees of R 4 500 000 Amount based on actual costs incurred for the 2012/13 audit, as well as providing
for performance audit for 2013/14.

Electricity costs of R23 893 622, which reflect Eskom’s approved increases of 20.38 per cent Indigent Support
Rebates of an anticipated R 3 995 248 with new campaigning initiatives

Pit latrine clearances of R3 800 000 based on 3800 latrines on the database at R1000 per clearance
Insurance premium costs of R5 112 075 to insure the assets of Council.

Printing & Stationery costs for the whole institution amounting to R 3 686 128

Rentals of office accommodation of R12 437 645

Vehicle rentals of R12 454 000,which are used for hiring tankers to cart water and for hiring vehicles for
schemes which do not have dedicated vehicles.

Security Costs of R15 480 000 in total, include a contract for security already awarded for R10.5 million.
Subsistence and travel costs for all officials and Councillors of R 6 646 738 .
Telephone expenses of R 3 637 651 for whole institution

The amount of R 61 379 706 for contracted services relates to the budget for Amatola Water, who is
performing the bulk water and sanitation services on our behalf.

Collection and Legal costs totalling R4 200 000, constitute R2 200 000 for anticipated legal costs and R2 000
000 collection costs incurred by the institution as a whole.

Repairs and maintenance costs totalling R27 375 384 have been provided.This excludes the repairs on the
schemes under contracted services of R13 000 000. This equates to a total of R40 375 384 which is 2.65 per
cent of the total budget.

21



A refurbishment allocation of 28 million was made in 2010/2011 financial year. At the end of February 2011
only 6.32 per cent of this amount was spent. Therefore no further allocation has been made in 2011/2012
financial year.

The following graph gives a breakdown of the main expenditure categories for the 2013/14 financial year.

Figure 1 Main operational expenditure categories for the 2013/14 financial year

EXPENDITURE 2013/14

Salaries AndWages  Social Contributions
9.03%

Total Capital 20.37%
Replacement
0.68%

Prov For Bad Debts

Total New Capital 2.63%
30.16% .
Remuneration of
Councillors
0.80%

Legal & Collection
Costs 0.18%

Contracted Services
3.55%

Interest Expenses
Bulk Purchases 0.01%

3.97% Repairs And

General Expenses Maintenance
21.48% 1.93%

1.5.1 Priority given to repairs and maintenance

ADM is facing a major challenge in maintaining its infrastructure assets. Currently the MIG allocation is being
used to eradicate water and sanitation backlogs in the district, with none of this funding allocated to repairs
and maintenance. As mentioned previously, R26.6 million has been allocated directly for repairs &

maintenance, and R26 million of the remaining allocation from the 2010/11 refurbishment grant will be used to
maintain and refurbish the assets in 2013/14.

The table below provides a breakdown of the repairs and maintenance in relation to asset class:
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Table 14 Operational repairs and maintenance

200809 00010 | 201001 Current Year 2011/12 2012118 edium Term Revenue & Expenditure
Description Ref Framework
Audited Audited Audited Original Budget Adjusted Full Year Pre-audit | Budget Year |Budget Year +1|Budget Year +2
Outcome Outcome Outcome Budget Forecast outcome 2012/13 2013/14 2014/15
R thousand
by Expenditure ltem 8
Employee related costs
Other materials
Contracted Services
Other Expenditure 17412 13023 7876 26622 (613) 26009 21375 28826 30135
Total Repairs and Maintenance Expenditure 9 17412 13023 7876 26622 (613) 26009 - 21375 28826 30135

During the compilation of the 2013/14 MTREF operational repairs and maintenance was identified as a
strategic imperative owing to the aging of the City’s infrastructure and historic deferred maintenance. To this
end, repairs and maintenance was substantially increased by 42.9 per cent in the 2010/11 financial year, from

R1.1 billion to R1.6 billion.

During the 2010 Adjustment Budget this allocation was adjusted slightly

downwards to R1.5 billion owing to the cash flow challenges faced by the City. Notwithstanding this reduction,
as part of the 2013/14 MTREF this strategic imperative remains a
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Table 15 Repairs and maintenance per asset class

2013/14 Medium Term Revenue & Expenditure
Framework

=

Description Re! 2009/10 2010/11 2011/12 Current Year 2012/13

Audited Audited Audited Original Adjusted Full Year Budget Year |Budget Year +1|Budget Year +2
Outcome Outcome Qutcome Budget Budaget Forecast 2013/14 2014/15 2015/16
Repairs and maintenance expenditure by Asset Class/Sub-class

Infrastructure 5682 4630 8 409 15309 16 879 16 879 14617 343 15 333 465 15742578

R thousand 1

Infrastructure - Road transport - - 162 960 2660 2660 19 660 20623 21572
Roads, Pavements & Bridges - - 162 960 2660 2660 19 660 20623 21572
Storm water

Infrastructure - Electricity - - - - - - - - -
Generation
Transmission & Reticulation
Street Lighting

Infrastructure - Water 5682 4630 8 247 12322 12163 12163 9783 10 292 11091
Dams & Reservoirs - - 3623 3195 2795 2795 380 399 434
Water purification
Reticulation 5682 4630 4624 9127 9368 9368 9403 9893 10 656

Infrastructure - Sanitation - - - 2028 2056 2056 14 587 900 15302 550 15709 916
Reticulation - - - - - - 14 583 600 15298 243 15705 136
Sewerage purification - - - 2028 2056 2056 4300 4308 4779

Infrastructure - Other - - - - - - - - -
Waste Management
Transportation 2
Gas
Other 3

Community - - - - - - 40 42 -

Parks & gardens
Sportsfields & stadia
Swimming pools
Community halls
Libraries
Recreational facilities - - - - - - 40 42 -
Fire, safety & emergency
Security and policing
Buses 7
Clinics

Museums & Art Galleries
Cemeteries

Social rental housing 8
Other

Heritage assets - - - - - - - - _

Buildings
Other 9 - - - - - - - - -

Investment properties — — - - - - - - -

Housing development
Other

Other assets 5553 3188 3262 12 006 12 586 12 586 18781 19 892 20544
General vehicles - - - 5139 6102 6102 8012 8459 9257
Specialised vehicles 10 - - - - - - - - -
Plant & equipment 3470 1845 1607 2146 1874 1874 1835 2167 3047
Computers - hardware/equipment 339 65 93 250 250 250 100 105 120
Furniture and other office equipment 26 5 41 57 90 90 897 941 907
Abattoirs
Markets
Civic Land and Buildings
Other Buildings 1719 1273 1521 4414 4271 4271 7938 8220 7214
Other Land
Surplus Assets - (Investment or Inventory)
Other - - - - - - - - -

Agricultural assets - - - - - - - _ -

Biological assets - - - - - - - - _

Intangibles 1787 58 1 60 60 60 - - -

Computers - software & programming 1787 58 1 60 60 60 - - -

Total Repairs and Maintenance Expenditure 1 13023 7876 11683 27375 29 525 29525 14 636 165 15 353 399 15763123
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2012/13 Medium Term Revenue & Expenditure

Description Ref 2008/9 2009/10 201011 Current Year 2011/12 Framework

Audited Audited Audited Original Budget Adjusted Full Year Budget Year |Budget Year +1|Budget Year +2
Qutcome Qutcome Qutcome 9 g Budget Forecast 2012/13 2013/14 2014/15

-class

R thousand

Repairs and maintenance expenditure by Asset Class/
Infrastructure 9563 5682 4630 20218 (943) 19274 15499 16 321 17 058
Infrastructure - Road transport - - - - - - - - -

%]
=
| ~

Roads, Pavements & Bridges
Storm water
Infrastructure - Electricity - - - - - - - - -
Generation
Transmission & Reticulation
Street Lighting
Infrastructure - Water 9563 5682 4630 20218 (943) 19274 13282 13 986 14638
Dams & Reservoirs - - - 6005 (200) 5805 3195 3364 3529
Water purification
Reticulation 9563 5682 4630 14213 (743) 13 469 10 087 10 621 11109
Infrastructure - Sanitation - - - - - - 2218 2335 2420
Reticulation
Sewerage purification 2218 2335 2420
Infrastructure - Other - - - - - - - - -
Waste Management
Transportation 2
Gas
Other 3

Community 94 - - _ _ _ _ _ _
Heritage assets - - - - - - - - -

Investment properties 4 - - - - - - - -

Other assets 5047 5553 3188 6404 316 6720 11816 12442 13011

Adricultural assets - - - - - - - - -
Biological assets - - - - - - - - -

Intangibles 2704 1787 58 - 15 15 60 63 66
Total Repairs and Maintenance Expenditure 1 17 412 13023 7876 26 622 (613) 26 009 27375 28 826 30135

For the 2013/14 financial year, 66 per cent or R17 605 293 of total repairs and maintenance will be spent on
water & sanitation infrastructure assets, this excludes the R13 350 270 of repairs under contracted services.

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 District’s
Indigent Policy. Three months prior the expiry of the subsidy, the consumers are advised about their subsidies
that are about to expire. Municipality is aiming at increasing its indigent registration, by campaigning and doing
door to door registration. In terms of the Municipality’s indigent policy, registered indigents are entitled to 6 kl
free water, any excess is billed against the consumer, no basic water charge, no flat rate charge for water,
they pay no water and sanitation connection fees, they pay a reduced water deposit, no VIP and bucket
clearance fee, and no charge for fire services.The target is to register more indigent households during the
2013/14 financial year, a process reviewed annually. During the latter part of 2010/11, 16 field verification
officers have been appointed to do door to door campaigning to register all qualifying indigent households.
The threshold income level has also been adjusted upwards to equate to two times the government pension
level, currently at R2 200.00 per month. The set target for 2012/13 was 850 for the 1st six months and we
managed to register 1,850. Field Verification officers are still doing door to door campaign throughout the
district
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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:

Table 16 2013/14 Medium-term capital budget per vote

Vote Description Ref| 20089 2009110 2000011 Curtent Year 2014/12 201213 Nedium Term Revenue & Expenciture
Framework
R thousand 1| Audited Outcome | Audited Outcome Audited Original Budget Adjusted Full Year Pre-audit | Budget Year |Budget Year +1 | Budget Year +2
Qutcome Budaet Forecast outcome 2012113 2013114 2014/15
Capital expenditure - Vote
Multi-year expenditure to be appropriated 2
Vote 8 - Engineering Department - - - 332203 - 332203 - 395 404 413822 462 165
Vote 11 - Land Human Setflements & Eco Development - - - 29825 - 29825 - 64 156 35000 30897
Capital multi-year expenditure sub-total 7 - - - 362027 - 362 027 - 459 560 448822 493 062
Single-year expenditure to be appropriated 2
Vote 1 - Summary: Amathole District Municipality - - - - - - - - - -
Vote 2 - Executive & Council 612 62 7% 41 - a7 60 889 936 982
Vote 3 - Altemative To Levy Income Grant - - - - - - - - - -
Vote 4 - Strategic Management 806 1210 1336 2219 - 2219 766 944 994 1045
Vote 5 - Corporate Services 153 308 1557 1m - 1m 49 1515 1595 1673
Vote 6 - Budget & Treasury 424 233 923 1265 - 1265 376 1380 1453 1524
Vote 7 - Director. Human Resources (old) 248 - - - - - - - - -
Vote 8 - Engineering Department 255 151 1291 1439 - 1439 T 149% 1575 1652
Vote 9 - Health & Protection Department 2532 1334 1206 8819 0 8819 2151 8105 8534 8914
Vote 10 - O&m Water And Sanitation 1090 76 350 29706 36349 - 36349 8780 35896 13018 15802
Vote 11 - Land Human Setflements & Eco Development - - 443 113 ) 1112 10 1628 1714 179
Vote 12 - Municipal Management - - 133 687 - 687 % 428 451 413
Capital single-year expenditure sub-total 6119 79648 37388 54108 - 54108 12902 52281 30271 33864
Total Capital Expenditure - Vote 6119 79648 37388 416 135 - 416135 12902 511841 479093 526 926

This amount of R511 841 061 represents the institutions expenditure on desk, chairs, computers, vehicles and
other such capital item, as well as the MIG infrastructure expenditure, NDPG capital grant, Regional Bulk
Infrastructure grant and the Rural Roads Assets Management Grant

For 2013/14 an amount of R416 135 488 has been budgeted for capital.Of this amount, R52 280 623
represents the institutions intended expenditure on vehicles, computers and other non infrastructure assets. R
64 156 000 being the NDPG capital grant, R 1 776 000 for the Rural Transport Infrastructure Grant, R51
929 000 for Regional Bulk Infrastructure and R389 786 000 for MIG. In the outer years this amount to
R462 038 893 and R457 454 660. Water & Sanitation receive the highest allocation of R369 233 347 in
2013/14, which is 88.72 per cent of the total capital budget. Total new assets represent 94 per cent or
R391 490 503 of the total capital budget. Further detail relating to asset classes and proposed capital
expenditure is contained in Table 20 MBRR A9 (Asset Management).

Some of the salient projects to be undertaken from the MIG funding includes:
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Project Name

2013/14 MIG

2014/15 MIG

2015/16 MIG

PROJECT SCHEDULE :WATER, SANITATION AND
HOUSING

PMU Operating Budget 6 500 000 6 500 000 6 500 000
Sub Total for All 6 500 000 6 500 000 6 500 000
Bedford & Adelaide BEP- Phase 3 (Adelaide WWTW) 3 000 000 1 500 000 -
Bedford & Adelaide BEP - Phase 4 (Bedford WWTW) 5 000 000 500 000 -
Nxuba Towns WTW and BS Upgrade (New WTW/ for Lingelethu and
Adelaide Reservoir) 5 000 o000 5 000 000 500 000
Bedford & Adelaide BEP - Phase 6 5 000 000 6 500 000 5 500 000
Wortel Drift Farm Settlement 500 000 1 000 000 1 500 000
NEW PROJECTS STILL TO BE REGISTERED TO MIG
Area wide Sanitation Projects (Nxuba Villages Phase 1) 600 000 - -
Sub Total for Nxuba 19 100 000 14 500 000 7 500 000
West Victoria East (Roxeni) Water Supply (Phase 3) 5 500 000 500 000 -
Ekuphumleni & 9 Villages Water Supply (Phase 4) 1 000 000 500 000 -
Bhofolo & Newtown BEP - Phase 5 2 000 000 500 000 -
| Nkonkobe: Area Wide Sanitation Programme (Region 1) 9 000 000 5 000 000 2 500 000
| NEW PROJECTS STILL TO BE REGISTERED TO MIG
konkobe Area Wide Sanitation Region 2 600 000 7 500 000 15 000 000
konkobe Area Wide Sanitation Region 3 500 000 5 442 000 15 000 000
Gaga -Tyume Valley Region Water Supply (Phase 6) 00 000 2 000 000 5 000 000
Kolomane Bulk Water Supply : Phase 3 00 000 779 000 500 000
Upgrade Alice Waste Water Treatment Works 00 000 2 000 000 5 000 000
Hogsback Water Treatment Works and New Reservoir 100 000 1 000 000 000 000
Fort Beaufort Bulk Water Services Upgrading 2 500 000 2 000 000 000 000
Hogsback Settlement 100 000 500 000 000 000
Victoria Post Settlement - 500 000 000 000
Hertzog Settlement - 500 000 000 000
Upgrade Fort Beafort Waste WTW 100 000 1 000 000 2 000 000
Fort Beafort pipe replacement 100 000 500 000 1 OO0 00O
Sub Total for Nkonkobe 21 800 000 31 221 000 51 000 000
Nggushwa Ward 12 Sanitation Project (New:Ward 14) 100 000 - -
Peddie Waste Water Treatment Works Upgrade 2 500 000 5 000 000 3 000 000
| Ngqushwa: Area Wide Sanitation Programme(Phase 1A) 15 000 000 20 000 000 10 000 000
EW PROJECTS STILL TO BE REGISTERED TO MIG
gqushwa: Area Wide Sanitation Programme (Region 2) 400 000 5 000 000 15 000 000
gqushwa: Area Wide Sanitation Programme (Region 3) 500 000 10 000 000 20 500 000
| Hamburg Sewerage Treatment Plant 100 000 3 000 000 4 000 000
gqushwa Villages - Water Reticulation 1 000 00O 2 500 000 1 000 000
Lewis Settlement B 500 000 1 000 000
Prudhoe Housing (Bulk Water) 1 000 000 2 500 000 1 OO0 000
Sub Total for Ngqushwa 20 600 000 48 500 000 55 500 000
Dontsa Phase 2 Water Supply 100 000 - -
Stutterheim Sewerage Treatment Work 100 000 - -
Tsomo Villages Regional Water Supply 15 000 000 18 000 000 20 000 000
Zingcuka Water Supply 5 000 ooo 1 500 000 500 000
Mgwali Church Tenants (Village 6) Provision of Water & Sanitation 3 000 000 1 600 000 -
NEW PROJECTS STILL TO BE REGISTERED TO MIG
Area wide Sanitation Projects (Amahlathi Phase 1A) 15 000 000 5 000 000 5 000 000
Amahlathi Area wide Sanitation Projects (Region 2) 800 000 10 000 000 5 000 000
Amahlathi Area wide Sanitation Projects (Region 3) 800 000 10 000 000 6 000 000
Rabula Phase 2 Water Supply 00 000 500 000 000 000
Kei Road Settlement [e]e)e]e]e) 000 000 000 o000
Ndlovini Settlement 00 000 000 000 000 o000
Stutterheim Pipe replacement 100 000 1 000 000 000 000
Cathcart Infrastructure Refurbishment (Water Treatment Works Upgrade, 100 000
Bulk Upgrade & Pipeline Replacement) 1 000 000 5 000 000
Cathcart Sewage Reticulation 100 000 1 000 000 5 000 000
Sub Total for Amahlathi 40 400 000 52 600 000 50 500 000
Komga Commonage Settlement Services 8 578 000 5 000 000 5 000 000
New Waste Water Treatment Works - Morgan's Bay 700 000 5 000 000 10 000 000
NEW PROJECTS STILL TO BE REGISTERED TO MIG
Area Wide Sanitation Projects (Great Kei Phase 1A) (All Regions) 10 300 000 7 500 000 3 000 000
Morgan's Bay WTW upgrade 100 000 - -
Kei Mouth Reticulation 500 000 2 000 000 500 000
Upgrade Komga WTW 100 000 1 000 000 10 OO0 000
Sub Total for Great Kei 20 278 000 20 500 000 28 500 000
Ehlobo Phase 3 Water Supply 100 000 - -
Crouch's Bush Water Supply Project 500 000 100 000 -
bika - Centane Regional Water Supply 19 000 000 15 000 000 10 000 000
Myoyo Water Supply Project 500 000 - -
Ngcizele Water Supply Project 4 000 000 2 500 000 500 000
Ngqusi Phase 2 Water Supply Project 1 000 000 1 500 000 -
Kotana Sanitation - Phase 2 5 000 000 500 000 -
Centane Bucket Eradication 1 000 000 1 500 000 500 000
Centane Sanitation Project 55 000 000 5 000 000 500 000
Eastern Regional Solid Waste Landfill site Phase 1b 100 000 - -
Gcuwa West Regional Water Supply 15 000 000 10 000 000 25 000 000
Nxaxo and Cebe Water Supply 5 000 000 10 000 000 25 000 000
Nggamakwe Regional Water Supply 4 800 000 15 000 000 30 000 000
Qora Sanitation Phase 2 3 000 000 500 000 -
Mazeppa Sanitation Phase 2 5 000 000 5 500 000 500 000

NEW PROJECTS STILL TO BE REGISTERED TO MIG

Area Wide Sanitation Projects (Mnguma Phase 1A) (Region 1)

25 000 000

32 000 000

20 000 000

Mnguma Area Wide Sanitation (Region 2)

10 000 000

25 086 000

Mngquma Area Wide Sanitation (Region 3)

15 000 000

30 000 000

000

Zizamele Sewer 1 000 5 000 000 500 000
Centane Phase 4 Water Supply 500 000 5 000 000 1 000 000
Bawa Falls Water Supply Project 00 000 5 000 000 1 000 000
Toleni Regional Water Supply Upgrade 00 000 3 000 000 3 000 000
Upgrade Nggamakhwe WTW 00 000 2 500 000 500 000
Butterworth pipe replacement 00 000 500 000 500 o000
Willowvalle Rural Settlement - 500 000 1 000 000
Mboya (Willowvalle) Settlement - 500 000 1 000 000
Upgrade Nggamakhwe Waste WTW 100 000 1 000 000 500 000
Sub Total for Mnquma 146 000 000 147 100 000 176 086 000
Mbhashe North Regional Water Scheme 3 000 000 - -
Ngadu Water Supply 100 000 - -
Qwaninga Water Supply (Phases 4&5) 200 000 - -
Kumbanga & Cwebe Sanitation 5 000 o000 10 000 000 500 000
Sundwane Water Supply Scheme 10 OO0 000 15 000 000 20 000 000
Xora Water Supply Project 23 869 000 25 000 000 20 000 000
Mncwansa Water Supply Scheme 15 000 000 10 000 000 5 000 000
Mgwali North Water Supply Project 5 000 000 10 000 000 10 000 000
Mgwali South Water Supply Project 10 000 000 5 000 000 20 000 000
dutywa East Water Supply Project 20 000 000 O 000 000 5 000 000
Mhiohlozi Sanitation - Phase 2 15 000 000 500 000 -
Gatyane Sanitation - Phase 2 8 000 000 500 000 -
NEW PROJECTS STILL TO BE REGISTERED TO MIG
Area Wide Sanitation Projects(ASAP)(Mbhashe Phase 1A) (Region 1) 20 000 000 10 OO0 000 16 000 000
Mbhashe Area Wide Sanitation (Region 2) 600 000 15 000 000 29 788 000
Mbhashe Area Wide Sanitation (Region 3) 100 000 5 000 000 25 000 000
Dwesa Cwebe Sanitation Project 100 000 000 000 5 000 000
Mbhashe Ward 31 Water Supply 500 000 000 000 5 000 000
bhashe Ward 31 Sanitation 500 000 000 000 5 000 000
| Mangeyela Water Supply Scheme 00 000 000 000 700 000
Cafutweni Water Supply Scheme 100 000 1 000 000 700 000
Bende Water Supply Scheme 100 000 1 000 000 700 000
Shixini Water Supply Scheme 00 000 1 000 000 700 000
Elliotdale Waste Water Treatment Plant 00 000 1 000 000 500 000
Sub Total for Mbhashe 137 469 000 134 000 000 169 588 000

TOTALS

412 147 000

454 921 000

545 174 000
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The following graph provides a breakdown of the capital budget to be spent on infrastructure related projects
over the MTREF.

Figure 2 Capital Infrastructure Programme

3,000,000

2,500,000

2,000,000

Rm
1,500,000
1,000,000
500,000 -

- 2007/8 2008/9 2009/10 2010/11 2011/12 2012/13 2013/14
Infrastructure - Other 78,411 59,545 270,989 417,588 378,069 594,300 355,792
Infrastructure - Water 151,356 304,860 408,899 295,139 211,473 338,822 347,458
= Infrastructure - Sanitation 158,542 165,424 291,975 349,705 481,695 471,600 513,239
= |nfrastructure - Road transport 237,973 446,024 548,911 539,611 485,065 598,199 521,401
m Infrastructure - Electricity 317,418 398,567 469,907 565,562 595,236 572,270 580,544

1.6.1 Future operational cost of new infrastructure

The future operational costs and revenues associated with the capital programme have been included in Table
61 MBRR SA35 on page 91. This table shows that future operational costs associated with the capital
programme totals R141 million in 2012/12 and escalates to R160 million by 2013/14. This concomitant
operational expenditure is expected to escalate to R195 million by 2016/17. It needs to be noted that as part of
the 2013/14 MTREF, this expenditure has been factored into the two outer years of the operational budget.
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1.7

Annual Budget Tables

Table 177 MBRR Table A1 - Budget Summary

Explanatory notes to MBRR Table A1 - Budget Summary

1.

Table A1 is a budget summary and provides a concise overview of the ADM’s budget from all of the major
financial perspectives (operating, capital expenditure, financial position, cash flow, and MFMA funding
compliance).

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 well as the
municipality’s commitment to eliminating basic service delivery backlogs.
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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/deficit (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. 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 Flow Budget.

4. The Cash backing/surplus reconciliation shows that the municipality is slowly depleting its reserves, with
no surpluses being foreseen in the MTREF to replenish the reserves. This places the municipality in a very
vulnerable financial position, as revenue collections are not showing any marked improvement with a
collection rate average of 32 per cent as at February 2013.
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Table 18 Table A2 - Budgeted Financial Performance (revenue and expenditure by standard
classification)

Standard Classification Description Ref | 2009710 2010111 2011112 Current Year 2012/13 2013/14 Medium Term Revenue & Expenditure
Framework
R thousand 1 Audited Audited Audited Original Adjusted Full Year Budget Year |Budget Year +1|Budget Year +2
Qutcome Qutcome Qutcome Budaet Budget Forecast 2013/14 2014/15 2015/16
Revenue - Standard
Governance and administration 296 320 753225 865 495 1032876 1046 165 1046 165 1211491 1428088 1789 760
Executive and council 262516 625 985 707 455 862127 874072 874072 1012474 1219348 1568 210
Budget and treasury office 13528 72532 91284 91684 93028 93028 107 962 111814 121184
Corporate services 20276 54709 66 756 79064 79064 79 064 91056 96 926 100 366
Community and public safety 61788 121045 87 856 72164 72164 72164 79927 80 298 87322
Community and social services - - - - - - - - -
Sport and recreation - - - - - - - - -
Public safety 20 255 8244 4990 4500 4500 4500 5035 3808 3576
Housing 4053 54 816 4843 1509 1509 1509 1743 - -
Health 37480 57 985 78022 66 156 66 156 66 156 73150 76 489 83746
Economic and environmental services 61297 657 4 75 865 180 631 180 631 46 853 28783 27956
Planning and development 61297 657 4 75 865 180631 180 631 46 853 28783 27956
Road transport - - - - - - - - -
Environmental protection - - - - - - - - -
Trading services 482 945 145 562 207974 343836 343836 343836 422801 443 864 466 254
Electricity - - - - - - - - -
Water 442572 101 951 137 116 262 335 262 335 262 335 325189 341476 358 595
Waste water management 37863 43612 70858 80738 80738 80738 96 848 101 588 106 849
Waste management 2511 - - 764 764 764 764 800 810
Other 4 - - - - - - - - -
Total Revenue - Standard 2 902 350 1020 490 1161328 1524741 1642795 1642795 1761072 1981033 2371292
Expenditure - Standard
Governance and administration 315091 224288 274528 324213 308 864 308 864 467 151 481129 535 490
Executive and council 232614 97 980 148 437 133 600 130 334 130 334 251669 252776 296 453
Budget and treasury office 35521 44 470 55280 90 305 85322 85322 103 849 110 072 118 192
Corporate services 46 956 81838 70812 100 308 93207 93207 111632 118 281 120 845
Community and public safety 65721 83554 58 347 77526 67 390 67 390 76 306 82 888 89 550
Community and social services - - - - - - - - -
Sport and recreation - - - - - - - - -
Public safety 15915 25076 24917 35853 30874 30874 39 267 42035 44 848
Housing 12835 24 345 11710 14975 12056 12 056 10 303 11031 12581
Health 36971 34134 21721 26697 24 459 24 459 26736 29822 32121
Economic and environmental services 16 109 25759 30901 62853 51939 51939 93803 86 932 93801
Planning and development 16 109 25759 30901 62 853 51939 51939 93803 86932 93 801
Road transport - - - - - - - - -
Environmental protection - - - - - - - - -
Trading services 316 589 406 913 529 395 548 308 527 924 527 924 580 591 619 252 653 346
Electricity - - - - - - - - -
Water 271530 327633 413 405 478 425 447 591 447 591 498 955 532 590 560 156
Waste water management 44 698 79078 114 345 65583 76 032 76032 77336 82162 88483
Waste management 361 203 1645 4300 4300 4300 4300 4500 4707
Other 4 - - - - - - - - -
Total Expenditure - Standard 3 713510 740514 893171 1012 900 956 117 956 117 1217851 1270202 1372187
Surplus/(Deficit) for the year 188 840 279 976 268157 511 841 686 679 686 679 543 222 710831 999 105

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 15
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 ‘whole of
government’ reports.

2. Note the Total Revenue on this table includes capital revenues (Transfers recognised — 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.
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Table 19 MBRR Table A3 - Budgeted Financial Performance (revenue and expenditure by municipal
vote)

Vote Description Ref |  2009/10 201011 201112 Current Year 2012/13 2013/14 Medium TFe"“ Revenue & Expenditure
ramework
R thousand Audited Audited Audited Original Adjusted Full Year Budget Year |Budget Year +1|Budget Year +2
Qutcome Qutcome Qutcome Budaet Budaget Forecast 2013/14 2014/15 2015/16
Revenue by Vote 1
Vote 01 - Legislative & Executive Support Services 10 987 22823 21782 48393 53747 53747 116 842 89 380 93 371
Vote 02 - Strategic Management 10 286 88765 58 052 71525 76 016 76 016 68 926 75234 78 363
Vote 03 - Internally Funded Projects 43934 - - - 81766 81766 30000 26 931 26 080
Vote 04 - Corporate Services 16 285 23 806 66 689 77 529 77 529 77529 89284 95 068 100 366
Vote 05 - Budget & Treasury 13516 72532 91284 91684 93028 93028 107 962 111814 121184
Vote 06 - Engineering Department 175477 497 845 558 409 672929 675029 675029 753 121 976 291 1311171
Vote 07 - Health & Protection Department 48 529 61804 83013 70655 70655 70655 78 185 80298 87322
Vote 08 - Water & Sanitation Management 328 402 19 28 32592 32592 32592 92 461 96 992 101470
Vote 09 - Water Services 107 915 101931 137 087 229620 229 620 229620 232583 244 332 256 960
Vote 10 - Sanitation Services 37863 43612 70858 80738 80738 80738 96 848 101 588 106 849
Vote 11 - Land Human Settlement & Economic Developmen| 21413 55472 51515 129 500 152 500 152 500 69 081 57075 62 166
Vote 12 - Municipal Management 78525 47 457 22611 19577 19577 19577 25780 26032 25991
Vote 15 - Other 9219 4425 - - - - - - -
Total Revenue by Vote 2 902 350 1020490 1161328 1524741 1642795 1642795 1761072 1981033 2371292
Expenditure by Vote to be appropriated 1
Vote 01 - Legislative & Executive Support Services 47410 24 286 45874 72 487 76 998 76 998 115829 89 090 93 164
Vote 02 - Strategic Management 19430 67 398 51526 45598 38008 38008 57 485 60 813 63 148
Vote 03 - Internally Funded Projects - - - - - - 40 000 40000 40000
Vote 04 - Corporate Services 37597 39655 55 381 76014 72063 72063 86711 92374 94932
Vote 05 - Budget & Treasury 35521 44470 55280 90 305 85322 85322 103 849 110072 118192
Vote 06 - Engineering Department 174 829 31431 61278 49 296 37769 37769 93434 118 343 155913
Vote 07 - Health & Protection Department 43 679 54 862 46 641 62551 55333 55333 66 003 71857 76 969
Vote 08 - Water & Sanitation Management 62909 112376 116 303 143 466 98210 98210 194 409 204 624 217192
Vote 09 - Water Services 205879 211642 293023 324737 342 361 342 361 300 443 323 569 338232
Vote 10 - Sanitation Services 44698 79078 114 345 65583 76 032 76 032 77 336 82 162 88 483
Vote 11 - Land Human Settiement & Economic Developmen| 23509 42885 36 643 63715 55373 55373 57 459 51654 60 131
Vote 12 - Municipal Management 8 466 28084 16 881 19148 18 647 18 647 24 893 25643 25831
Vote 15 - Other 9582 4347 4) - - - - - -
Total Expenditure by Vote 2 713510 740514 893171 1012 900 956 117 956 117 1217851 1270202 1372187
Surplus/(Deficit) for the year 2 188 840 279976 268 157 511841 686 679 686 679 543222 710 831 999 105

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

Description 2007/8 2008/9 2009/10 Current Year 2010/11 2011/12 Medium Term Revenue &
R thousand Audited Audited Audited Original Adjusted Full Year |Budget Year | Budget Year | Budget Year
Outcome Outcome Outcome Budget Budget Forecast 2011/12 +12012/13 | +2 2013/14
Electricity
Total Revenue (incl capital grants and transfers) 2,972,994 3,571,748 4,256,897 5,675,556 5,696,201 5,696,201 6,325,456 7,298,982 8,590,500
Operating Ex penditure 2,448,438 2,729,799 3,701,651 4,118,600 4,307,348 4,307,348 5,406,037 6,507,439 7,961,178
Surplus/(Deficit) for the year 524,556 841,949 555,246 1,556,956 1,388,852 1,388,852 919,419 791,543 629,322
Percentage Surplus 18% 24% 13% 27% 24% 24% 15% 11% %
Water
Total Revenue (incl capital grants and transfers) 1,171,991 1,382,402 1,592,818 1,599,662 1,609,662 1,609,662 1,984,563 2,333,215 2,293,850
Operating Ex penditure 1,040,921 1,072,760 1,142,850 1,315,032 1,351,020 1,351,020 1,493,920 1,679,871 1,780,354
Surplus/(Deficit) for the year 176,650 221,747 382,858 621,889 464,931 464,931 336,207 343,450 367,396
Percentage Surplus 15% 16% 24% 39% 29% 29% 17% 15% 16%

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

Description Ref | 200010 2010111 201112 Current Year 2012/13 2013/14 Medium T:”“ Revenue & Expenditure
ramework
R thousand 1 Audited Audited Audited Original Adjusted Full Year Pre-audit Budget Year |Budget Year +1|Budget Year +2
Outcome | Outcome Outcome Budget Budget Forecast outcome 2013/14 2014/15 2015/16

Revenue By Source
Property rates 2 - - - - - - - - - -
Property rates - penalties & collection charges
Service charges - electricity revenue 2 - - - - - - - - - -
Service charges - water revenue 2 51997 70 496 99732 89551 89551 89551 97 794 162 281 170737 178 663
Service charges - sanitation revenue 2 33018 43 402 69772 68772 68772 68772 47 026 74 984 78 658 82621
Service charges - refuse revenue 2 - - - - - - - - - -
Service charges - other 1812 1851 3142 3280 3280 3280 2175 3259 3419 3576
Rental of facilities and equipment 233 269 3N 272 272 272 207 277 290 290
Interest earned - external investments 35388 28 407 28480 17716 17716 17716 4645 25155 24 536 26 000
Interest earned - outstanding debtors - 22838 27187 26978 26978 26978 15 658 29318 30802 32311
Dividends received
Fines - - - 10 10 10 - 10 10 10
Licences and permits
Agency services - 3035 - - - - - - - -
Transfers recognised - operational 716 536 795609 562 193 617 617 617617 617 617 421880 641196 678 503 711992
Other revenue 2 63 366 54 584 57 950 240 985 359 039 359 039 30572 343 595 327 050 377 877
Gains on disposal of PPE

Total Revenue (excluding capital transfers and 902 350 1020 490 848768 1065181 1183235 1183235 619 957 1280074 1314004 1413340

contributions)

Expenditure By Type
Employee related costs 2 215935 248 389 314 335 399 347 403278 403278 232918 517710 521874 553 990
Remuneration of councillors 10185 11307 10538 11504 12421 12421 7662 14015 15066 15788
Debt impairment 3 53285 91901 157 094 64 224 64 224 64 224 42816 46 309 47029 51190
Depreciation & asset impairment 2 75080 76 608 89773 90 586 90 586 90 586 - 104174 111010 114133
Finance charges 92 194 115 32 32 32 51 106 110 114
Bulk purchases 2 33320 37 980 48673 64 363 64 363 64 363 29501 57 606 61239 55 505
Other materials 8
Contracted services - 48 136 53784 61380 61380 61380 21753 62518 65 581 68 598
Transfers and grants 176 007 80 251 47 643 11199 11199 11199 - 5819 2784 1267
Other expenditure 4,5 149 232 145748 171217 310 265 248 633 248 633 137 549 409 594 445 508 511602
Loss on disposal of PPE

Total Expenditure 713135 740514 893171 1012900 956 117 956 117 472 250 1217851 1270202 1372187

Surplus/(Deficit) 189 216 279 976 (44 403) 52281 227119 227119 147707 62224 43802 41153
Transfers recognised - capital - - 312560 459 560 459 560 459 560 - 480 998 667 029 957 952
Contributions recognised - capital 6 - - - - - - - - - -
Contributed assets

Surplus/(Deficit) after capital transfers & 189 216 279 976 268 157 511841 686 679 686 679 147 707 543 222 710 831 999 105

contributions
Taxation - - - - - - - - - -

Surplus/(Deficit) after taxation 189 216 279976 268 157 511841 686 679 686 679 147707 543 222 710 831 999 105
Attributable to minorities

Surplus/(Deficit) attributable to municipality 189 216 279 976 268 157 511841 686 679 686 679 147707 543 222 710 831 999 105
Share of surplus/ (deficit) of associate 7

Surplus/(Deficit) for the year 189 216 279976 268 157 511841 686 679 686 679 147707 543 222 710 831 999 105




Explanatory notes to Table A4 - Budgeted Financial Performance (revenue and expenditure)

1. Total revenue is R1 304 842 614 in 2013/14 and escalates to R1 479 223 016 this represents a year-on-
year increase of 8.56 per cent for the 2013/14 financial year and 4.42 per cent for the 2013/14 financial
year.

2. Services charges relating to water, sanitation and fire constitutes R127 751 517 of the revenue basket of
ADM for the 2013/14 financial year and increasing to R140 635 985 by 2013/14. For the 2013/14 financial
year services charges amount to 9.79 per cent of the total revenue base and declines by 0.28 per over the
medium-term.

3. Transfers recognised — 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 8.01 per cent and 6.10 per cent for the two
outer years.

4. The following graph illustrates the major expenditure items per type. CHANGE
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Expenditure by Type - Major - Chart A7

(100 000) 2007i8 2008i9 200810 cY cY cY cY Budget Budget Budget

AUD AUD AUD 201011 | 201011 | 20010471 | 201001 Year Year +1 Year +2

BUD ADJ FCST ACT 201112 | 201213 | 201314

BEmployes related costs 139146 | 198322 | 215935 | 338294 {1006} 337288 | 158938 | 328087 | 386237 | 391010
OBulkpurchases 27 467 29 368 35300 49934 684 50618 26075 60 481 63451 67 227
B0ther expenditure 147610 | 219192 | 215108 | 309844 | 114487 | 42433 140827 | 284738 | 320680 | 332096
BDepreciation &assetimpairment | 41 552 64 057 75080 78771 78771 84285 88 487 93704
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Figure 3 Expenditure by major type

Rm

1000 000
Q00 000
800 000
700 000
500 000
500 000
400 000
300 000
200 000
100000

{100 000)

Expenditure by Type - Major - Chart A7

BTl Bl B 20t | 20101 | 20t | 20101 | vear | vearet | Yearsz

BUD | ADJ | FoeT | ACT | 2011412 | 201213 | 201313

mEmployee related costs 139145 | 198322 | 215835 | 338284 | (1006) | 337288 | 158938 | 328057 | 356237 | 391010
BBulkpurchases 27467 | 29388 | 35300 | 49934 | 684 | 50618 | 26075 | 60481 | 63451 | 67227
BOther expenditure 147610 | 212192 | 215108 | 208844 | 114487 | 424331 | 140827 | 284738 | 320680 | 332026
BDepraciation & assstimpairment | 41552 | 64057 | 75080 | 78771 78771 84205 | 8487 | 93704

5. Employee related costs and general expenses 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

increases and general expense increases in future years.
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Table 22 MBRR Table A5 - Budgeted Capital Expenditure by vote, standard classification and funding

source
Vote Description Ref | 2000/10 2010/11 201112 Current Year 2012/13 201314 Medium Term Revenue & Expenditure
Framework
R thousand 1 Audited Audited Audited Original Adjusted Full Year Pre-audit Budget Year |Budget Year +1{Budget Year +2
Qutcome Qutcome Qutcome Budaet Budget Forecast outcome 2013/14 2014/15 2015/16
Capital expenditure - Vote
Multi-year expenditure to be appropriated 2
Vote 01 - Legislative & Executive Support Services - - - - - - - - - -
Vote 02 - Strategic Management - - - - - - - - - -
Vote 03 - Internally Funded Projects - - - - - - - - - -
Vote 04 - Corporate Services - - - - - - - - - -
Vote 05 - Budget & Treasury - - - - - - - - - -
Vote 06 - Engineering Department - - - 395404 395 404 395404 - 470998 667 029 957 952
Vote 07 - Health & Protection Department - - - - - - - - - -
Vote 08 - Water & Sanitation Management - - - - - - - - - -
Vote 09 - Water Services - - - - - - - - - -
Vote 10 - Sanitation Services - - - - - - - - - -
Vote 11 - Land Human Settlement & Economic Developmer,| - - - 64 156 64 156 64 156 - 10 000 - -
Vote 12 - Municipal Management - - - - - - - - - -
Vote 15 - Other - - - - - - - - - -
Capital multi-year expenditure sub-total 7 - - - 459 560 459 560 459 560 - 480998 667 029 957 952
Single-year expenditure to be appropriated 2
Vote 01 - Legislative & Executive Support Services 62 795 99 979 1312 1312 7 1013 290 207
Vote 02 - Strategic Management 998 1336 1963 854 854 854 230 1441 1351 1295
Vote 03 - Internally Funded Projects - - - - - - - - - -
Vote 04 - Corporate Services 308 1557 1552 1515 1515 1515 569 2573 2694 5434
Vote 05 - Budget & Treasury 233 923 1051 1380 1380 1380 379 4112 1742 2992
Vote 06 - Engineering Department 198 1291 1132 1496 1496 1496 151 2319 1377 17
Vote 07 - Health & Protection Department 1334 1206 6167 8105 8105 8105 1957 12182 8440 10 354
Vote 08 - Water & Sanitation Management 76 361 16 980 11447 11314 9638 9638 449 4562 4530 345
Vote 09 - Water Services 13 10721 10754 22022 22593 22593 470 24 369 10440 11445
Vote 10 - Sanitation Services 20 2005 137 2560 3665 3665 116 7143 7129 6717
Vote 11 - Land Human Settlement & Economic Developmer| 113 443 928 1628 1628 1628 130 1622 5421 2035
Vote 12 - Municipal Management 173 133 434 428 428 428 219 888 389 160
Vote 15 - Other - - - - - - - - - -
Capital single-year expenditure sub-total 79813 37388 35665 52 281 52 614 52 614 4740 62224 43 802 41153
Total Capital Expenditure - Vote 79 813 37388 35 665 511 841 512174 512174 4740 543 222 710 831 999 105
Capital Expenditure - Standard
Governance and administration 1811 5151 5205 401083 401 416 401 416 1528 482707 674761 968 215
Executive and council 312 2024 1736 397 488 397 821 397 821 359 475162 669 466 958 689
Budget and treasury office 233 923 1051 1380 1380 1380 379 4112 1742 2992
Corporate services 1267 2204 2419 2215 2215 2215 789 3433 3553 6534
Community and public safety 1408 1240 6257 9040 9040 9040 1981 12791 9961 11354
Community and social services
Sport and recreation
Public safety 255 1M 4148 7012 7378 7378 1944 11469 7690 9630
Housing 74 35 89 935 935 935 24 609 1521 1000
Health 1079 1095 2019 1092 721 721 13 713 750 724
Economic and environmental services 49 846 1188 65787 65787 65787 163 11539 3900 955
Planning and development 49 846 1188 65787 65787 65787 163 11539 3900 955
Road transport
Environmental protection
Trading services 76 380 30 150 23014 35931 35931 35931 1069 36 184 22 209 18582
Electricity
Water 76 360 28 145 22877 33371 32266 32266 953 29 042 15081 11865
Waste water management 20 2005 137 2560 3665 3665 116 7143 7129 6717
Waste management
Other
Total Capital Expenditure - Standard 3 79 648 37388 35 665 511 841 512174 512174 4740 543 222 710 831 999 105
Funded by:
National Government 76 167 - - 459 560 459 560 459 560 - 480 998 667 029 957 952
Provincial Government
District Municipality
Other transfers and grants
Transfers recognised - capital 4 76 167 - - 459 560 459 560 459 560 - 480 998 667 029 957 952
Public contributions & donations 5
Borrowing 6
Internally generated funds 3646 37388 35665 52 281 52614 52614 4740 62224 43 802 41153
Total Capital Funding 7 79813 37388 35 665 511 841 512174 512174 4740 543 222 710 831 999 105
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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.

The MFMA provides that a municipality may approve multi-year or single-year capital budget
appropriations. In relation to multi-year appropriations, for 2013/14 R362 027 193 have been allocated of
the total R 511 841 capital budgets, which total 87 per cent. This allocation escalates to R408 490 351 in
2013/14 and then increases to R415 838 599 in 2013/14.

Single-year capital expenditure has been appropriated at R54 108 295 for the 2013/14 financial year and
remains relatively constant over the MTREF at levels of R53 548 542 and R41 616 064 respectively for the
two outer years.

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.
The capital programme is funded from national grants and transfers and internally generated funds from
current year surpluses. For 2013/14, capital transfers totals R362 027 193 and escalates to R415 839 000
by 2013/14.
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Table 23 MBRR Table A6 - Budgeted Financial Position

Description Ref| 200910 | 200011 | 201112 Current Year 201213 2013714 edium T;”“ Revenue & Expenditure
ramework
R thousand Audited Audited Audited Original Adjusted Full Year Pre-audit | Budget Year |Budget Year +1|Budget Year +2
Qutcome Qutcome Qutcome Budaet Budaet Eorecast outcome 201314 2014/15 2015/16
ASSETS
Current assets
Cash 219773 292 346 293 345987 345987 345987 - 363286 381450 -
Callinvestment deposits 1 469 467 - 460 000 460 000 460 000 460 000 - 460 000 460 000 -
Consumer debtors 1 148783 - 40147 352526 352526 352526 - 90775 93499 -
Other debtors 27909 - 26288 40365 40 365 40 365 - 43998 479575 -
Current portion of long-term receivables 7 - 7 - - - - - - -
Inventory 2 6343 - 3675 10962 10 962 10 962 - 11510 12085 -
Total current assets 932281 292 876 410 1209 839 1209 839 1209 839 - 969 569 1426 610 -
Non current assets
Long-term receivables 547 - 701 706 706 706 - 706 706 -
Investments - - - 1 1 1 - 1 1 -
Investment property 22541 - 62 640 64 804 64 804 64 804 - 64 804 64 804 -
Investment in Associate - - - - - - - - - -
Property, plant and equipment 3 1126726 - 2791005 2224 487 2224 487 2204 487 - 2303155 2382510 -
Agricultural
Biological
Intangible 263 - 0 - - - - - - -
Other non-current assets
Total non current assets 1150077 - 2854 346 2289998 2289998 2289998 - 2368 666 2448022 -
TOTAL ASSETS 2082 358 292 3730756 3499838 3499838 3499838 - 3338235 3874632 -
LIABILITIES
Current liabilities
Bank overdraft 1
Borrowing 4 350 - 472 538 538 538 - 269 - -
Consumer deposits 1399 - 1773 1764 1764 1764 - 1852 1945 -
Trade and other payables 4 233996 - 324097 359611 359611 359611 - 325092 341346 -
Provisions 1957 - 1045 3449 3449 3449 - 3691 3949 -
Total current liabilities 231703 - 327 386 365362 365 362 365 362 - 330904 347 240 -
Non current liabilities
Borrowing - - 299 237 237 237 - 208 180 -
Provisions 99 686 - 151012 117 007 117 007 117 007 - 125197 133 961 -
Total non current liabilities 99 686 - 151311 117 244 117 244 117 244 - 125 405 134141 -
TOTAL LIABILITIES 337389 - 478 697 482 606 482 606 482 606 - 456 309 481381 -
NET ASSETS 5 1744 969 292 3252059 3017232 3017232 3017232 - 2881927 3393251 -
COMMUNITY WEALTH/EQUITY
Accumulated Surplus/(Deficit) 1697 493 279976 268 157 3245728 3420 566 3420 566 147707 3406193 4085122 999 105
Reserves 4 15126 - - 18665 18 665 18 665 - 18665 18665 -
Minorities' interests
TOTAL COMMUNITY WEALTH/EQUITY 5 1712619 279976 268 157 3264393 3439231 3439231 147707 3424 858 4103 787 999 105

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).

2. 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 “accounting” Community
Wealth. The order of items within each group illustrates items in order of liquidity; i.e. assets readily
converted to cash, or liabilities immediately required to be met from cash, appear first.

3. Table 54 is supported by an extensive table of notes (SA3 which can be found on page 104) 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 noncurrent;
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e Changes in net assets; and
* Reserves

4. 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.

5. 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.

Table 24 MBRR Table A7 - Budgeted Cash Flow Statement

Description Ref| 20090 | 20101 | 201U Current Year 2012/13 2013114 edum TFE”“ Revenue & Expenditure
ramework
R thousand Audited Audited Audited Original Adjusted Full Year Pre-audit | Budget Year |Budget Year +1/Budget Year +2)
Qutcome Qutcome Qutcome Budaget Budget Forecast outcome 2013114 2014115 2015116
CASH FLOW FROM OPERATING ACTIVITIES
Receipts
Ratepayers and other - - - 393170 393170 393170 - 393785 410162 -
Government - operating 1 - - - 613 317 613317 613 317 - 634 584 684 757 -
Government - capital 1 - - - 459 560 459 560 459 560 - 448 822 497 062 -
Interest - - - 54 394 54 394 54 394 - 51217 58726 -
Dividends
Payments
Suppliers and employees - - - (853 776) (853776) (853 776) - (892 325) 953 842 -
Finance charges - - - (32) (32) (32) - 34 (52) -
Transfers and Grants 1
NET CASH FROM/(USED) OPERATING ACTIVITIES - - - 666 634 666 634 666 634 - 642177 2604 496 -
CASH FLOWS FROM INVESTING ACTIVITIES
Receipts
Proceeds on disposal of PPE - - = = = = - - - _
Decrease (Increase) in non-current debtors - - - - - - - - - -
Decrease (increase) other non-current receivables - - - - - - - - - -
Decrease (increase) in non-current investments - - - - - - - - - -
Payments
Capital assets - - - (511841) (511841) (511841) - (479093) (526 926) -
NET CASH FROM/(USED) INVESTING ACTIVITIES - - - (511841) (511 841) (511 841) - (479.093) (526 926) -
CASH FLOWS FROM FINANCING ACTIVITIES
Receipts
Short term loans
Borrowing long term/refinancing
Increase (decrease) in consumer deposits - - - - - - - - - -
Payments
Repayment of borrowing - - - - - - - - - -
NET CASH FROM/(USED) FINANCING ACTIVITIES - - - - - - - - - -
NET INCREASE/ (DECREASE) IN CASH HELD - - - 154792 154792 154792 - 163084 2077570 -
Cashicash equivalents at the year begin: 2 - - - 154792 154792 154792 154792 163 016 326100 2403670
Cash/cash equivalents at the year end: 2 - - - 309 585 309 585 309 585 154792 326 100 2403670 2403 670

39



Explanatory notes to Table A7 - Budgeted Cash Flow Statement

1. The above table shows that cash and cash equivalents of the municipality were marginally depleted
between the 2007/08 and 2008/09 financial year. From 2009/10 financial year, the cash and cash
equivalents continue reflecting a positive cash balance of R279.7 million to R597.2 million with the
approved 2013/14 MTREF. Various cost efficiencies and savings had to be realised to ensure the
municipality meets its operational expenditure commitments. These initiatives and interventions have
translated into a positive cash growth for the municipality and it is projected that cash and cash equivalents
on hand will increase to R759.9 million by the financial year end. For the 2013/14 MTREF the budget has
been prepared to ensure high levels of cash and cash equivalents over the medium-term with cash levels
anticipated to exceed R843 million by 2013/14 and steadily increasing to R1.1 billion by 2013/14.

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

2013/14 Medium Term Revenue & Expenditure

Description Ref | 2009/10 201011 201112 Current Year 2012/13
Framework

Audited Audited Audited Qriginal Adjusted Full Year Pre-audit | Budget Year |Budget Year +1|Budget Year +2

Rth
thousand Qutcome Qutcome Qutcome Budaet Budaet Forecast outcome 2013114 2014115 2015116

Cash and investments available

Cashicash equivalents at the year end 1 - - - 309585 309585 309 585 154792 326100 2403670 2403670

Other current investments > 90 days T49240 29 806293 496402 496 402 496402 (154 792) 497186  (1562220)  (2403670)

Non current assets - Investments 1 - - - 1 1 1 - 1 1 -
Cash and investments available: 749240 29 806 293 805988 805 988 805 988 - 823 287 841451 -
Application of cash and investments

Unspent conditional transfers 127 484 - 169 834 179485 179485 179 485 - 188 460 197 883 -

Unspent borrowing - - - - - - - - -

Statutory requirements 2 - -

Other working capital requirements 3 106 513 - 154 262 (179 886) (102 316) (102 316) - 49704 (241734) -

QOther provisions - -

Long term investments committed 4 - - - - - - - - - -

Reserves to be backed by cashiinvestments 5 - - - - - - - - - -
Total Application of cash and investments: 233996 - 324097 (401) 77169 77169 - 233 164 (43852) -
Surplus(shortfall) 515243 29 482196 806 389 728819 7128819 - 585123 885303 -

Explanatory notes to Table A8 - Cash Backed Reserves/Accumulated Surplus Reconciliation

This following table meets the requirements of MFMA Circular 42 which deals with the funding of a municipal
budget in accordance with sections 18 and 19 of the MFMA. The table seeks to answer three key questions
regarding the use and availability of cash:

. What are the predicted cash and investments that are available at the end of the budget year?
. How are those funds used?
. What is the net funds available or funding shortfall?
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Cash backed accumulated revenue surpluses are used to provide working capital. Operational cash flow
deficits and surpluses are forecasted and managed on a daily basis within available cash resources and
banking facilities.

All statutory funds and reserves, including unspent grants, are fully cash backed.
Long-term provisions are cash backed and actual expenditure is projected for the budget year.

A surplus would indicate that sufficient cash is available for application.
The budget year indicates a balanced budget, which is an appropriate outcome.

From the above table it can be seen that the cash and investments available total R806 million in the 2013/14
financial year and progressively increase to R823 million by 2013/14, including the projected cash and cash
equivalents as determined in the cash flow forecast. The following is a breakdown of the application of this
funding:

. Unspent conditional transfers (grants) are automatically assumed to be an obligation, as the
municipality has received government transfers in advance of meeting the conditions. Ordinarily,
unless there are special circumstances, the municipality is obligated to return unspent conditional grant
funds to the national revenue fund at the end of the financial year. In the past these have been allowed
to ‘roll-over’ and be spent in the ordinary course of business, but this practice has been discontinued.
During the 2010/11 financial year the municipality was required to supply National Treasury with a
detailed analysis of the unspent grants as well as an action plan of spending the grants. For the
2012/13 financial this liability has been provided for, as it is assumed that any unspent funds will be
approved for roll over by National Treasury.

. Unspent portion of internally funded projects are an obligation as the total amount will be rolled
over if unspent, and possibly re-allocated to alternative projects

. Trade and other payables are also provided for as these represent obligations of the municipality
which are to be settled within 12