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Part 1 — Annual Budget

1.1 Mayor’s Report

It gives me great pleasure to submit the 2014/2015 Medium Term Revenue and Expenditure
Framework (The MTREF or Budget) to the Council for consideration. This occasion takes place
immediately after the successful and peaceful 2014 National Election. It also takes place after
the inauguration of the 5th administration of the Republic of South Africa headed by President
Jacob Zuma. This presentation also takes place after the appointment of the new cabinet in
both the national parliament and provincial legislatures. Mr. Pravin Gordhan is the new Minister
for Cooperative Governance and Traditional Affairs. Eastern Cape has a new MEC for Local
Government Ms. Weziwe Tikana. The appointments reaffirm governments’ commitment to
speed up service delivery to our communities. This means that going forward; we all have to roll
up the sleeves and put our hands on the deck. We also meet at the time when over 270 school
girls in Nigeria have been abducted by the extremist Islamic group, the Bokoharam. The
scourge of the violence women must come to an end. The girls must be returned to their
families.

In spite of the challenges that the Municipality has experienced, Senqu has performed
tremendously well to improve the livelihoods of its people especially the rural communities by
delivering better services. The municipality has been proven to be the best performing
municipalities in South Africa. For the past three (3) years, Senqu has come out top at the Vuna
Awards, an annual event organized by the Department of Local Government and Traditional
Affairs; the ceremony which recognizes good governance and excellent performance by
municipalities. In this year's event, Senqu municipality was the biggest winner and won five (5)
awards. The five categories which the municipality won are service delivery, financial
management and viability, good governance and public participation. Senqu also received an
award for continuous unqualified audit opinion for five years in succession. Senqu municipality
also received an award for overall performance on Key Performance Indicators (KPI). This is
attributed to unity in action amongst all the people involved. We need to keep up the good work
to attain clean audit opinion. Notwithstanding these successes, it was not a walk in the park.
The challenges in Sterkpruit overshadowed the above-listed successes.

We do not live in isolation but exist in the world economy that has gone through its deepest
recession in over 70 years, but recovered slightly in the past year with the market on the JSE
reaching new record levels. It is an indication that South Africa’s economy has continued to
grow. Real growth in Gross Domestic Product (GDP) moderated to an annualized rate of 0,7
percent quarter-on-quarter in Q3 2013 from 3.2 percent in the second quarter and is expected to
recover somewhat to 2,7 percent and to 3,2 percent in 2014 and 2015 respectively. The South
African annual inflation rate accelerated to 5,9 percent in February 2014 from 5,8 percent in the
previous month, on higher health, fuel and petrol cost.

Senqu Municipality was in no way immune to the harsh economic realities associated with the
recession. Among the impacts is the high unemployment rate, which directly affects payment
levels to the municipality as well as increased financial assistance in the form of subsidized
services. For the budget year we are providing for free services to the indigent an amount of
R14,8 million and over the MTREF an amount of R48,2 million. This amount excludes the
revenue foregone in the respect of water and sanitation services.

Management within local government has a significant role to play in strengthening the link
between the citizen and government’s overall priorities and spending plans. The new National
Development Plan (NDP) sets out an integrated strategy for accelerating growth, eliminating
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poverty and reducing inequality by 2030. Local Government is required to incorporate the
objectives of the NDP and the National Growth Path in its budgets. | am certain that our future
budgets will focus more on these new strategic objectives of National Government.

The goal should be to enhance service delivery aimed at improving the quality of life for all
people within the Senqu Municipality. Budgeting is primarily about the choices that the
municipality has to make between competing priorities and fiscal realities. The challenge is to
do more with the available resources. We need to remain focused on the effective delivery of
the core municipal services through the application of efficient and effective service delivery
mechanisms.

The application of sound financial management principles for the compilation of the
Municipality’s financial plan is essential and critical to ensure that the Municipality remains
financially viable and that sustainable municipal services are provided economically and
equitably to all communities. During February 2014 the Council and Management did an
extensive review of its past performance in order to put strategies in place for the future. During
this process critical issues were identified to be addressed in this- and future budgets and | will
discuss them later in this report.

When compiling a MTREF one needs to consider all factors which might influence the forecasts
and plan accordingly. Our approach this year was to budget conservatively on especially
collection rates for rates and services, thereby ensuring what is contained in expenditure will be
achieved through revenue. We never, and still, believed in expenditure wish lists and unrealistic
revenue budgets which are in any case not allowed but being practiced, and it is exactly for that
reason that | believe we are in a financially sound position and our aim is to keep it as such.

It is important that a municipality have sufficient financial resources so that the funding of a new
budget is credible. Our focus must be on spending the entire budget in a financial year. Projects
must be finished within a financial year and creditors paid within 30 days.

Although we are in a financially sound position, we always consider the need for quality- and
extended service delivery as well as affordability of the services to our communities, and we
benchmark our tariffs to ensure it is on par with that of our piers. In general, we propose tariff
increases of 7.39 percent in line with National Treasury’s directives and we are still awaiting
direction on the allowed increases for electricity due to ESCOM's tariff increases and which is
beyond the municipality’s control. The Community Members are also encouraged to convert
from conventional meters to prepaid meters

It is the function of the municipality to see what is going on at ground level. There is poverty,
under development and disgruntled communities. It is our duty to look at all services, regardless
of whose core function it is as people come to the municipality looking for answers and
especially from politicians. It is important to look at co-operative governance and co-ordinate all
activities around service delivery; guided by the community needs gathered during the outreach.

A lot of work has been done in the rural areas in terms of service delivery, especially regarding
electricity provision. The electricity network has improved though there is still room for
improvement against the draw backs of the losses of electricity in Sterkspruit due to recent
unrests.
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In spite of what has been done, there are poverty stricken areas which have resulted in a high
crime rate which can directly be linked to the high unemployment rate, and a key challenge is to
assist in creating an environment for job creation, which is also a national government priority.

In local government we have crafted LED days involving government departments and
stakeholders so that at the end of the day as the municipality we should be able to link our
programs to those of other spheres of government for a better service delivery. | also want us as
a municipality to look at our weak and strong points and commit ourselves at delivering better
services so that even when we fall short on funds we make it a point that we go an extra mile to
source out funds. | acknowledge the fact that as a municipality we have to look at our financial
viability, but we also have to work hard collectively to ensure the delivery of services without
compromise.

The importance of communication cannot be over emphasized. We are sitting with the recent
unrests in Sterkspruit which could probably to a large degree have been averted if
communication channels were better. Public participation in our municipality should be effective,
we should go to communities for follow ups, have slots on the radio stations to improve the
communication to the public. As an example if a community member has won an award of any
kind, especially those that have a provincial and national recognition, then it should be printed
on our newsletter.

In an attempt to improve communication within our wards, Council resolved that all new
community halls should provide office space for the ward councilor where such councilor can
meet with the people in that ward. It will take time to implement due to financial constraints but
at least we are starting the process.

We must all work together to achieve a clean audit in the coming year. The support of both
politicians and staff are needed to insure that unauthorised, irregular and wasteful expenditure
is eliminated so that our deeds match our words for a clean audit.

The National Treasury is rolling out a new Standard Chart of Accounts (SCOA) for
municipalities. This will standardise all expenditure votes across all municipalities as well as
create a link to the Provincial-and National expenditure votes. It is envisaged that spending up
to a ward level will be reported on and is a further measure to ensure an equitable division of
funds to our communities. The pilot programme with identified municipalities is currently being
implemented for this budget and we are required to start with preparing for the implementation
in the next budget cycle.

| am not convinced that our performance measurement is as effective, or informative, as it
should be. During the past year roads were priority number one and we also planned to buy
more machinery and are going to sign a SLA with Public Works. | am not sure if this were done,
something which the performance system should have pointed out. We also talked about a LED
day and we committed ourselves to an outreach and we promised that we are going to do door
to door visits to all the poverty stricken areas — | am wondering how many directors have done
that? We had 16 million budgeted for free services — are we sure that the poorest of the poor
have benefited? We must ensure that we measure whether our strategies were implemented
and the results thereof.
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Staff must be held accountable as there is a correlation between staff discipline and poor
service delivery and staff discipline. All Directors are challenged to turn the issue around.
Discipline should not be regarded as a punitive measure but rather a corrective measure that
enables the organisation to become more productive.

Proper service delivery requires a skilled labour force and we must ensure that we train and
retain skills. We should furthermore develop a retention strategy for scares skills. We should
also assist our staff within our legal means, especially in the area of HIV and AIDS.

The importance of the oversight role of Council can’t be over emphasised. The Oversight
Committee is there to deal with the issue of over and under spending. They must be harsh with
the administration if they don’t spend. Community, public participation and customer care must
also be prioritised.

Some of the key issues identified during our IDP consultation processes and following our
strategic planning are listed below:

1. Roads — As one of the main economic drivers within a region and as a tool to bring services
to community members the Senqu Municipal Council puts great emphasis on this aspect.
Climate change is leading to roads and bridges becoming rapidly eroded. When it rains children
can’t access schools. Priority areas are places with no approach roads. On the capital budget
an amount of R14,4 million has been provided for road - and bridge projects for the budget year
and R59,7 million over the MTREF period.

2. Multi-Purpose Recreational Facilities — As a means to ensure that proper communication can
take place and to ensure that community members and Councillors have a communal area to
conduct their activities in a noble manner the building of Multi-Purpose Recreational Facilities
has been prioritised with R3,1 million placed on the capital budget for new Multi-Purpose
Recreational Facilities and R10 million over the MTREF period.

3. Cemeteries — The dignity of Community members including those who have passed is and
will remain an important consideration for the Senqu Municipal Council. For the budget year an
amount of R5 million for cemeteries have been budgeted for and a total of R11.6 million has
been allocated over the MTREF period.

4. Solid Waste Sites — In an effort to create a healthy environment in which the residents of
Senqu can prosper, solid waste sites to the amount of R4,55 million for the budget year and
R9,23 the MTREF period has been prioritised to improve the overall surroundings of Senqu
Municipality.

5. Special Programmes and Sports Facilities - A lack of recreational facilities are mentioned in
every ward and the youth don’t feel that Senqu Municipality are doing enough for them. An
amount of R600 000 has been budgeted for the Special Programmes Unit which will focus on
the youth, disability, women, sport en HIV/AIDS. An additional amount of R130 000 has also
been budget for to focus specifically on HIV/AIDS programmes. An amount of R17 million is
also budgeted on the capital budget for sports facilities over the MTREF period.
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6. Tourism and LED Initiatives — It is Important to create an environment where the residents of
Senqu Municipality can prosper and to attract external investments within our municipality, thus
an amount of R530 000 for LED and R530 000 for tourism have been budgeted for in the
budget year and a total of R3,39 million over the MTREF period for both LED and Tourism
activities.

As mentioned above, this budget is very much based on submissions by our communities
during the IDP process, Our capital budget totals R56 million for the budget year and R178
million for the MTREF. A total of 37 percent, or R65.6 million, of the capital budget over the
MTREF, and 36.2 percent for the budget year, is funded from our own cash-backed Capital
Replacement Reserve (or CRR), and despite this the CRR remains in a healthy cash-backed
position. The other capital is funded from National grants through the Municipal Infrastructure
Grant (or MIG as it is generally known).

Finally, |1 would like to thank the Community, the Councillors and all officials for their input into
this budget. | believe it is really a community driven budget and although much more is needed
we can only do what our finances allow us to do. | hope this budget will make a significant
difference in our people’s lives.

Thank you.
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1.2 Draft Council Resolutions
(The following resolutions must be taken at the final budget approval. It is listed here as required by

the Reqgulations)

It is recommended that the Council approves and adopts the following resolutions for the annual
budget:

The Council of Senqu Municipality, acting in terms of section 16 and section 17 of the Municipal
Finance Management Act, (Act 56 of 2003) tables and approves:

1.1. The draft annual budget of the municipality for the financial year 2014/15 and the multi-

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

1.1.1. Budgeted Financial Performance (revenue and expenditure by standard
classification);

1.1.2. Budgeted Financial Performance (revenue and expenditure by municipal vote);

1.1.3. Budgeted Financial Performance (revenue by source and expenditure by type);
and

1.1.4. Multi-year and single-year capital appropriations by municipal vote and standard
classification and associated funding by source.

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

1.2.1. Budgeted Financial Position;

1.2.2. Budgeted Cash Flows;

1.2.3. Cash backed reserves and accumulated surplus reconciliation;
1.2.4. Asset management; and

1.2.5. Basic service delivery measurement.

2. The Council of Senqu Municipality, acting in terms of section 75A of the Local Government:
Municipal Systems Act (Act 32 of 2000) adopts the following tariffs and related policy
changes as attached in the budget documentation, with effect from 1 July 2014:

2.1. the tariffs for property rates and any related policy changes;

2.2. the tariffs for electricity and any related policy changes;

2.3. the tariffs for solid waste services and any related policy changes; and
2.4. the summary of policy changes.

3. The Council of Senqu Municipality, acting in terms of section 75A of the Local Government:
Municipal Systems Act (Act 32 of 2000) adopts with effect from 1 July 2014 the tariffs for
other services, as set out in the attached budget documentation.

4. To give proper effect to the municipality’s annual budget, the Council of Senqu Municipality
approves:

4.1. That cash backing is implemented through the utilisation of a portion of the revenue
generated from property rates to ensure that all capital reserves and provisions,
unspent long-term loans and unspent conditional grants are cash backed as required in
terms of the municipality’s funding and reserves policy as prescribed by section 8 of the
Municipal Budget and Reporting Regulations.
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4.2. That the Draft budget be advertised for public comments in accordance with chapter 4
of the Municipal Systems Act (Act 32 of 2000) and sections 22 & 23 of Municipal
Finance Management Act, (Act 56 of 2003).

1.3 Executive Summary

The main objective of a municipal budget is to allocate realistically expected resources to the
service delivery goals or performance objectives identified as priorities in the Integrated
Development Plan.

National Treasury’s MFMA Circulars No. 70 and 72 were mainly used to guide the compilation
of the 2014/15 MTREF. The Medium Term Budget Policy Statement (MTBPS) 2013 notes that
over the past four and a half years government has steered the country through the worst global
recession in 70 years and that the South African economy is projected to grow by 2.1 per cent in
2013 while the GDP growth is expected to reach 3.5 per cent by 2016.

The key directions provided by the National Treasury are that municipal revenues and cash
flows are expected to remain under pressure in 2014/2015 and therefore municipalities must
adopt a conservative approach when projecting their expected revenues and cash receipts.
Municipalities will further have to carefully consider the affordability of tariff increases, especially
as it relates to domestic consumers while considering the level of services versus the
associated cost. Municipalities should also pay particular attention to managing revenue
effectively and carefully evaluate all spending decisions. In generating capacity for spending on
key municipal infrastructure, municipalities will have to identify inefficiencies and eliminate non-
priority spending.

Specific strategies and interventions required by local government in achieving economic
stability and higher levels of growth as outlined in the MTBPS include, among others:

1) Expanding public sector investment in infrastructure;

2) Sustainable job creation;

3) Municipalities must act as catalysts for economic growth;
4) Securing inclusive growth;

5) Implementing the National Development Plan; and

6) Building an efficient developmental state.

In addressing the key considerations contained in National Treasury’s MFMA Circular No. 70
the following are highlighted in the budget:

- The municipality, through its budget, acknowledges that the capital programme needs a
balanced funding structure addressing not only backlogs in services, but also invests in
new infrastructure as well as renewing current infrastructure.

- Tariff increases were kept as low as possible to ensure affordability thereof, whilst
keeping in mind the cost of delivering services of a high quality.

- The municipality recognizes the importance of cash reserves and therefor strives to
maintain a cost coverage ratio of 4 at all times.

- The municipality contributes to job creation by participating fully in the Expanded Public
Works Programme (EPWP) as well as internship programmes.

- The municipality gives priority to a lean, integrated, stable and corruption free
organisation.
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The municipality is in a healthy financial position, however, it needs to at least stabilise and
further strife to continuously better its financial position, coupled with acceptable levels of
service delivery at affordable tariffs. The retention of sufficient cash-backed reserves is critical
for the long-term sustainability of the municipality, and to this end the municipality is achieving
this objective while also maintaining a balance on the Capital Replacement Reserve to a level
where future external funding, excluding grants, be minimised.

In view of the aforementioned, the following table is a consolidated overview of the proposed
2014/15 Medium-term Revenue and Expenditure Framework:

Table 1 Consolidated Overview of the 2014/15 MTREF (R’000)

R thousand Adjustments Budget Year Budget Year +1 Budget Year +2
Budget
201314 2014/15 2015/16 2016/17
Total Operating Revenue 189 133 203 366 229 465 234 379
Total Operating Ex penditure 156 024 189 580 196 232 205 435
Surplus/(Deficit) for the year 33108 13 786 33233 28 945
Total Capital Ex penditure 70 490 56 206 70739 51 281

Total operating revenue has grown by 7,53 per cent or 14,233 million for the 2014/15 financial
year when compared to the 2013/14 Adjustments Budget. For the two outer years, operational
revenue will increase by 12,83 and 2,14 per cent respectively, equating to a total revenue
growth of R45,247 million over the MTREF when compared to the 2013/14 financial year. The
main reason for the significant annual movement in revenue, as indicated above, is the changes
in operating and capital grants from National- and Provincial Departments.

Total operating expenditure for the 2014/15 financial year has been appropriated at R189,580
million and translates into a budgeted deficit of R30,829 million before capital transfers. When
compared to the 2013/14 Adjustments Budget, operational expenditure has grown by 21,51 per
cent in the 2014/15 budget and by 3,51 and 4,96 per cent for each of the respective outer years
of the MTREF. The operating deficit, before capital grant transfers, for the two outer years
decreases to R14,058 million for the 2015/2016 financial year and then increases to a deficit of
R21,184 in 2016/2017. Again, the main reasons for the significant annual movement in
expenditure, as indicated above, are the changes in operating and capital grants from National-
and Provincial Departments, salary increases and higher general expenditure.

The municipality remains committed to a large capital programme with a significant portion
funded by grants from National Government.
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Table 2 Total Capital Funding of the 2014/15 MTREF (R’000)

2014/15 Medium Term Revenue &

Vote Description 2010/11 201112 2012113 | Current Year 2013/14 .
Expenditure Framework
B B B
Audited | Audited | Audited | Original | Adjusted | Cud9€t | Budget | Budget
R thousand Year Year +1 Year +2
Outcome | Outcome | Outcome | Budget Budget
2014/15 2015/16 2016/17
Funded by:
National Gov erment 15 474 22904 20 143 30 355 41259 44 614 47 291 50 129
Transfers recognised - capital 15474 22 904 20 143 30 355 41259 44 614 47 291 50 129
Public contributions & donations 11382 - - - - - - -
Borrowing 92 - - - - - - -
Internally generated funds 4730 16 056 17 522 26125 29 231 11592 23 448 1152
Total Capital Funding 31677 38 960 37 665 56 480 70 490 56 206 70 739 51281

The capital budget of R56,2 million for 2014/15 is 20,26 per cent less when compared to the
2013/14 Adjustment Budget. The capital programme increases to R70,7 million in the 2015/16
financial year which is mainly the result of new infrastructure for roads and electricity. In
2016/17 the capital expenditure decrease to R51,2 million.

A portion of the capital budget will be funded from own revenue (R36,19 million or 20,3%) over
the MTREF with no anticipated borrowings and the main funding source being Grants to the
value of R142 million (79,7%).

Internally generated funds
20.3%

As indicated above no borrowing for capital projects is planned. The municipality is still well
within the limits of its borrowing capacity but will raise very limited loans in the near future in
order to curtail possible rising debt servicing costs.
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The municipality should be mindful of the fact that the large capital program, especially from
internally generated funds, places enormous pressure on the accumulated cash reserves of the
Senqu Municipality. This could significantly impact on the long term sustainability of the entity.

A projected decline in cash resources is evident through the implementation of the current
proposed budget.

Senqu---Cash and Cash Equivalents

160 000 000

140 000 000

120 000 000

100 000 000

Actual - Actual - Actual - Actual - Approved Adjust Budget Budget Budget
2010 2011 2012 2013 Budget- Budget-  Year - Year - Year -
2014 2014 2015 2016 2017

This decline in cash will further result in a decline in the cost coverage ratio of the municipality
although it is still above the benchmark of 4 over the entire MTREF.

Cost coverage (Excluding Unspent Grants)
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As a rule of thumb, capital expenditure should not exceed the cash generated by operations
(including capital transfers) in order to maintain cash reserves. It is clear that the municipality’s
capital program is above the 100% mark as well as the 120% benchmark for municipalities in
the Western Cape (Unfortunately the Eastern Cape does not have similar benchmarks as yet
and for that reason it is being compared to the Western Cape Provincial Treasury’s model). The
benchmark for the municipalities is set at 120%. This figure is higher than 100% due to the fact
that municipalities are encouraged to finance long term infrastructure projects through external
funding to ensure that the user of the respective infrastructure projects pays for the use thereof.

% Ratio---Purchase of PPE as % of Cash generated by
operations

400.0%

300.0%

200.0%

100.0%

0.0% -

The municipality reviews its viability ratios on a continuous basis to ensure that all approved
budgets support the long term financial viability of Senqu Municipality. These viability
measurement indicators are purely of a financial nature as derived from the annual financial
statements and various budgets and were developed in order to determine key areas which will
assist the municipality in financial viability.

The ratios include the following:

1) Acid Test Ratio

2) Payment Level (Excluding write-off of bad debts)

3) Cash Generated from Operations as % of Revenue

4) Purchase of PPE as % of Cash Generated

5) Cost Coverage (Excluding Unspent Grants)

6) Debtors Turnover (days) (Before impairment)

7) Long-term debt as % of Revenue

8) Debt servicing cost to Revenue

9) Short-term debt as % of Cash

10) Cash Funded Budget over MTREF
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As depicted below, the viability scoring of Senqu municipality is sound and compares with the
best of the municipalities in the Western Cape. The only problem area is debtors which have a
negative impact on the scoring for “Debtors turnover days” as well as “Payment level scoring”.
The ability of the municipality not to collect outstanding debt will have a direct effect on the cash
flow of the Municipality and its ability to fully meet its future financial obligations as well as to
fund its own capital infrastructure program.

Total Viability Scoring

98, 98,
100.00 -

90.00 - =
AT 75. 75, 75, 75.

70.00 -
60.00 -
50.00 -
40.00 -
30.00 -
20.00 -
10.00 -

0.00

1.4 Operating Revenue Framework

Section 18 of the Municipal Finance Management Act, 2003, which deals with the funding of
expenditure, states as follows:

(1) “An annual budget may only be funded from —
(a) Realistically anticipated revenue to be collected from the approved sources of
revenue;
(b) Cash-backed accumulated funds from previous financial years’ surpluses not
committed for other purposes; and
(c) Borrowed funds, but only for the capital budget referred to in section 17(2).

(2) Revenue projections in the budget must be realistic, taking into account —
(a) projected revenue for the current year based on collection levels to date; and
(b) actual revenue collected in previous years.”
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In these tough economic times strong revenue management is fundamental to the financial
sustainability of every municipality. The reality is that we are faced with development backlogs
and poverty. The expenditure required to address these challenges will inevitably always
exceed available funding; hence difficult choices have to be made in relation to tariff increases
and balancing expenditures against realistically anticipated revenues.

The following table is a summary of the 2014/15 MTREF (classified by main revenue source):

Table 3 Summary of revenue classified by main revenue source

Description 2010/11 201012 2012/13 | Current vear 2013/14 | 204/15 Medium Term Revenue &
Expenditure Framework
Audited | Audited | Audited | Original | Adjusted | Sudget | Budget | Budget
R thousand Year Year Year
Outcome | Outcome | Outcome Budget Budget 2014/15 +1 2015/16 {+2 2016/17
Revenue By Source
Propertyrates 4197 4001 4312 4612 4298 4521 4755 5000
Service charges - electricity revenue 2 56 18003 22763 9499 19658 20892 22385 23984
Service charges - refuse revenue 1749 1948 2504 2223 2223 2271 235 2354
Rental of facilities and equipment 375 570 424 278 278 295 3P 331
Interest earned - external investments 495 6790 7476 7000 7000 6000 5000 4500
Interest earned - outstanding debtors 885 882 1092 843 843 898 957 1020
Fines 69 50 65 60 60 64 67 71
Licences and permits 951 1680 1750 1140 1140 1208 1281 1358
Agency services 463 580 1619 1802 2102 2228 2362 2504
Transfers recognised - operational 76 494 107 758 103398 106 932 109077 119 988 142330 142 694
Other revenue 2 356 747 5844 371 365 387 410 434
Total Revenue (excluding capital 104 610 143 010 151248 144 760 147 043 158 751 182 174 184 250
transfers and contributions)

The percentage revenue from own sources increases during the budget year, mainly as a result
of higher operational grants and especially the Equitable Share which is now being calculated
based on the 2011 census. In the two outer years of the MTREF the increases in revenue is
14,8% and 1,14% respectively. Total revenue foregone through indigent subsidies and rebates
is estimated at R14,85 million for the 2014/2015 financial year. In line with the formats
prescribed by the Municipal Budget and Reporting Regulations, capital transfers and
contributions are excluded from the operating statement, as inclusion of these revenue sources
would distort the calculation of the operating surplus/deficit.
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Table 4 Summary of revenue classified by municipal vote (including capital transfers)

2014/15 Medium Term Revenue &
Vote Description 2010/11 2011/12 2012/13 Current Year 2013/14 .
Expenditure Framework
Audited | Audited | Audited | Original | Adjusted | Cudget | Budget . Budget
R thousand Year Year +1 Year +2
Outcome | Outcome | Outcome | Budget Budget
2014/15 2015/16 2016/17
Revenue by Vote

Vote 1 - Executive & Council 2675 2526 4 836 5571 5571 6 907 7208 7 559
Vote 2 - Planning & Dev elopment 5079 2212 10 554 1287 3032 893 345 242
Vote 3 - Corporate Services 2698 3631 2 285 4091 56 60 63 67
Vote 4 - Budget & Treasury 70 317 83133 93178 96 102 95 788 105 511 126 088 125 870
Vote 5 - Road Transport 32 302 25815 15 387 21454 37 986 39 952 40 254 42 669

Vote 6 - Waste Water Management 1340 7150 - - - - - -
Vote 7 - Housing 10 118 7 944 579 21 415 440 466 494
Vote 9 - Community & Social Services 714 1311 4151 5106 4797 4 891 5113 5412
Vote 10 - Sport & Recreation - 3306 3095 4793 5 366 5688 6 029 6391
Vote 11 - Public Safety 25 68 20 25 25 26 28 29
Vote 12 - Electricity 15 830 22 563 30 116 28 761 28 612 30 880 34 513 36 187
Vote 13 - Waste Management 4 854 5458 7190 7904 7484 8118 9358 9458

Vote 14 - Water 135 - - - - - - -
Total Revenue by Vote 146 088 165 116 171 391 175 115 189 133 203 366 229 465 234 379

Table 5 Percentage growth in revenue base by main revenue source

Description Current Year 2013/14 2014/15 M edium Term Revenue & Expenditure Framework
Adjusted B$dget B$dget B$dget
R thousand % ear % ear % ear %
Budget 2014/15 1 2
2015/16 2016/17
Revenue By Source
Property rates 4298 2.9% 4521 2.8% 4755 2.6% 5000 2.7%
Service charges - electricity revenue V658 | 134% 20892 | B2% 22385 | 13% 23984 | BO%
Service charges - refuse revenue 2223| 15% 2271)  14% 235 13% 23541 13%
Rental of facilities and equipment 278 0.2% 205 0.2% 3L 0.2% 331 02%
Interest earned - external investments 7000 48% 6000 | 3.8% 5000 i 2.7% 4500 i 24%
Interest earned - outstanding debtors 843 0.6% 898 0.6% 957 0.5% 1020 0.6%
Fines 60 0.0% 64 0.0% 67 0.0% 71 0.0%
Licences and permits 1140 0.8% 1208 0.8% 1281 0.7% 1358 0.7%
Agencyservices 2102 14% 2228 14% 2362 13% 2504 14%
Transfers recognised - operational 109 077 74.2% 119 988 75.6% 142 330 78.1% 142 694 774%
Other revenue 365 0.2% 387 0.2% 410 0.2% 434 0.2%
Total Revenue (excluding capital transfers 147 043 100% | 158 751 100% | 182 174 100%| 184 250 100%
and contributions)
Total Revenue from Rates and Service 26 178 17.8% 27 684 17.4% 29 455 16.2% 31338 17.0%
Charges
March 2014 14
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Revenue generated from rates and services charges forms a significant percentage of the
revenue basket for the Municipality, but measured against other municipalities e.g. the Western
Cape, the percentage is relatively low and is a clear indication of the level of unemployment in
the municipal area. Rates and service charge revenues comprise between 16 and 18 per cent
of the total revenue mix over the MTREF period. In the 2013/14 financial year, revenue from
rates and services charges amounts to R26,178 million or 17,8 per cent of total revenue mix.
This increases to an estimated R 27,7 million (17,4%), R29,455 million (16,2%) and R31,338
million (17%) in the respective financial years of the MTREF.

The above table excludes revenue foregone arising from discounts and rebates associated with
the tariff policies of the Municipality. Revenue foregone, (mainly to the indigent) is estimated to
equal about 34,8 per cent of billable revenue, placing a strain on revenue sources.

Tariffs for indigent households are set out below:

Rates free of charge to the value based on the market value of the property to the maximum
1] of R60 000

2| 50 kWh free electricity per month

3 | Free refuse x 4 removals per month

Interest on investments, despite the relative low interest rates, is the 2™ largest revenue source,
(excluding grants) which is a clear indication of the municipality’s cash flow management. It is
expected that interest rates will rise over the next year in order to assist in curbing inflation.
Property rates is the 3" largest revenue source totaling 2,8 per cent or R4,5 million rand and
increases to R5 million (2,7 per cent) by 2016/17.

As can be seen from the graph below the municipality is to a very large degree dependent on
grants (Equitable share) to sustain the budget. This is mainly as a result of the high
unemployment rate in the area and the focus on job creation should be a priority.

% Ratios --Grants as a % of revenue
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Operating grants and transfers totals R109 million in the 2013/14 financial year and increases to
R143 million by 2016/17. Operating grants usually fluctuates upwards or downwards from year-
to-year, as the revenue recognition for such grants depends only on compliance with any
conditions attached to such grants and it is also dependent on the funding available from the
other spheres of Government. The unconditional Equitable Share Grant, however, is a grant
growing annually according to a formula determined nationally and such formula is applicable to
all local authorities on an equal basis.

Senqu---Government Grants and Subsidies (Equitable Share)

140 000 000

120 000 000

100 000 000

Actual -  Actual -  Actual - Actual - Approved  Adjust Budget Budget Budget
2010 2011 2012 2013 Budget-  Budget- Year - 2015 Year - 2016 Year - 2017
2014 2014

The National Treasury revised the equitable share formula and also updated the data with that
of the census of 2011. Note that the year-on-year growth for the 2014/15 financial year is 13
per cent (R110,94 million) and then quickens significantly to 22,5 per cent (R135,92 million) in
the 2015/16 financial year with only a slight increase for 2016/17 (R136,09 million).

Equitable Share (percentage growth)
25.00%
20.00%
15.00%
10.00%
5.00%
. AN
2014/15 2015/16 2016/17
Budget Budget Budget
B Equitable Share (percentage growth) 13.05% 22.52% 0.12%
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The following table gives a breakdown of the various operating grants and subsidies allocated to
the municipality over the medium term (Please note that a portion of the Equitable share grant
as per Dora is allocated to “Nat Gov: Councillor Remuneration” grant):

Table 6 Operating Transfers and Grant Receipts

L 2014/15 Medium Term Revenue &
Description Current Year 2013/14 .
Expenditure Framework
R thousand Original Adjusted | Budget Year ; Budget Year ; Budget Year
Budget Budget 2014/15 +12015/16 | +22016/17
EXPENDITURE:
Operating expenditure of Transfers and Grants
National Government: 105 618 105 831 118 039 140 680 140 954
Equitable share 93 052 93 052 104 535 129 232 129 100
Finance Management " 1550 1550 [ 1600 1650 1700
Nat Gov: Neighbourhood Dev Partners " 1287 7 1500 [ 893 345 7 242
Nat Gov: Councillor Remuneration " 5081 5081 [ 6407 I 6691 6 991
Municipal Sy stems Improvement r 890 I 890 I 934 I 967 ¥ 1018
Municipal Infrastructure (MIG) r 1598 I 1598 [ 1694 1795 F 1903
I Nat Gov: EPWP Incentive Grant " 2160 2160 [ 1076 ¥ -r -
Provincial Government: 1315 3 247 1949 1649 1740
Prov Gov: Housing - Hillside 1 000 - 400 424 449 476
Clean Audit i - T -r 325§ -r -
Libraries i 1315 1315 [ 1200 1200 ¥ 1264
DEDEAT - Alien Vegetation r - T 1532 [ - T - F -
Total operating expenditure of Transfers and Grants: 106 932 109 077 119 988 142 330 142 694

Tariff-setting is a pivotal and strategic part of the compilation of any budget. When rates, tariffs
and other charges were revised, local economic conditions, input costs and the affordability of
services were taken into account to ensure the financial sustainability of the Municipality.

National Treasury continues to encourage municipalities to keep increases in rates, tariffs and
other charges as low as possible. Municipalities must justify in their budget documentation all
increases in excess of the 6 per cent upper limit of the South African Reserve Bank’s inflation
target. Excessive increases are likely to be counterproductive, resulting in higher levels of non-
payment.

The percentage increases of Eskom bulk tariffs are beyond the mentioned inflation target but at
least less than applied for. Given that these tariff increases are determined by an external
agency, the impact it has on the municipality’s electricity tariffs are largely outside the control of
the Municipality. Discounting the impact of these price increases in lower consumer tariffs will
erode the Municipality’s future financial position and viability.

The municipality budgets for the non-payment of accounts based on past experience of
recovery rates. The municipality applies it Credit Control Policy stringently, but there are always
situations where there are defaults on payment. The contribution for bad debt is about 15 per
cent of the revenue for rates, service charges, interest on debtors and rent of facilities on credit,
and equates to R4,3 million in 2013/2014 increasing to R5,4 million in 2016/2017. Past
experience indicates that this percentage should not be more than 10 per cent, however, a
cautionary approach is taken in this budget due to the signs of economic stress being
experienced by the community.
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It must also be appreciated that the consumer price index, as measured by CPI, is not a good
measure of the cost increases of goods and services relevant to municipalities. The basket of
goods and services utilised for the calculation of the CPI consist of items such as food, petrol
and medical services, whereas the cost drivers of a municipality are informed by items such as
the cost of remuneration, bulk purchases of electricity and water, petrol, diesel, chemicals,
cement etc. The current challenge facing the Municipality is managing the gap between cost
drivers and tariffs levied, as any shortfall must be made up by either operational efficiency gains
or service level reductions. Within this framework the Municipality has undertaken the tariff
setting process relating to service charges as follows.

1.41 Property Rates

Property rates cover the cost of the provision of general services. Determining the effective
property rate tariff is therefore an integral part of the municipality’s budgeting process.

The following stipulations in the Property Rates Policy are highlighted:

. The first R15 000 of the market value of a property used for residential purposes is
excluded from the rate-able value (Section 17(h) of the MPRA);

. 100 per cent rebate will be granted to registered indigents in terms of the Indigent Policy
to a maximum valuation of R60 000;

. The limit for indigent households is twice the amount of government pension grant.

The categories of rate-able properties for purposes of levying rates and the proposed rates for
the 2014/15 financial year based are as follows:

Table 7 Comparison of proposed rates to be levied for the 2014/15 financial year

2013/2014 | 2014/2015

% %

On total value of property
Vacant Land as defined in Rates Policy
Residential Properties 0.5100 0.5406
Commercial/ Business Properties 0.6100 0.6466
Industrial Properties 0.6100 0.6466
Public Service Infrastructure Properties 0.5100 0.5406
Public Benefits Organisation Properties 0.0000 0.0000
Agricultural Properties used for Agricultural Purpose 0.1300 0.1378
Agricultural Properties used for Commercial / Industrial Purposes 0.2600 0.2756
Agricultural Properties used for Eco- Tourism, Conversation,

. . 0.2600 0.2756
Trading In or Hunting of Game
Agricultural Properties not used for Any Purpose/ Purpose 0.5100 0.5106

Unknown to Municipality
State- Owned Properties that Provide Local Services 0.5100 0.5406
State/ Owned Properties that Provide Regional/ Municipal District

. . 0.5100 0.5406
Wide Services
State/ Owned Properties that Provide Provincial/ National
] 0.5100 0.5406
Services
Municipal Properties 0.0000 0.0000
Vacant Properties 0.8000 0.8480

March 2014 18



L]
~N

* Sengu Municipality 2014/15 Annual Budget and MTREF

‘o

All rates were increased by 6% over the MTREF. These increases are within the 6.0 per cent
upper limit of the South African Reserve Bank’s inflation target.

1.4.2 Sale of Water and Sanitation and Impact of Tariff Increases

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

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

. 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.

The JGDM held a Water-and Sanitation Indaba from 27 March 2012 to 29 March 2012 and
determined that the best model for the provision of the Water-and Sanitation functions is that the
District Municipality provides the service itself, but that the local municipalities only assist with
the provision of financial functions on an agency basis. This was implemented on 1 July 2012
and for that reason Senqu Municipality does not advertise or consult on the tariffs for these
services.

1.4.3 Sale of Electricity and Impact of Tariff Increases

NERSA has announced the revised bulk electricity pricing structure. A nominal rate increase of
8.06 per cent was proposed to municipalities and will be effective from 1 July 2014.

Electricity is regarded as a trading account which should make a profit, although NERSA
monitors and limits this profit to about 10% if possible. The municipality does not make a profit
on electricity and must implement ways of achieving a profit, without overburdening the
consumers with exorbitant tariffs.

The gross profit (GP) on electricity is negative, whereas a good benchmark is a profit of 35%.
The main reason for this negative GP is the high electricity losses, which, as can be seen from
the graph below, came down significantly to result in a gross profit of 16% in 2012, but due to
the situation in Sterkspruit the percentage decreases again.
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% Ratios --Gross Profit - Electricity

2010111 | 2011112 { 2012/13 | Current Year 2013/14

2014/15 Medium Term Revenue &
Budget | Budget : Budget
® thossand Audited | Audited | Audited | Original | Adjusted :; ge Y" g; Y" gfz
n ar ar r
ousa Outcome ;| Outcome | Outcome | Budget ;| Budget ¢ e ea
2014/15 § 2015/16 ; 2016/17
Revenue - Standard
Electricity 12 156 18 003 22763 19 499 19 658 20 892 22 385 23 984
Expenditure - Standard
Electricity 12 495 15130 19 167 26 677 26 677 28 545 31116 33 606
Surplus/(Deficit) for the year (338)

2872 3506 | (7179 (70200 (7652 (8731)) (9620)

Nett Profit Margin

-2.78%;  15.96%;  15.80%| -36.82%; -35.71%| -36.63%

-39.00%:  -40.12%

The following table shows the impact of the proposed

increases in electricity tariffs on the
electricity charges for customers over the MTREF period:
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Table 8 Comparison between current electricity charges and increases

2013/14 | 2014/15
R R

Domestic (Pre-paid metering)
Basic / Availability Charge —per month 0 0
Energy Charge —per Unit (kWh) (1 —50kWh) 0.73 0.79
Energy Charge — per Unit (kWh) (51 —350kWh) 0.89 0.96
Energy Charge —per Unit (kWh) (351 - 600kWh) 1.3888 1.5027
Energy Charge — per Unit (kWh) ( > 600kWh) 1.5182 1.6427
Domestic : Demand 0-60 Amp (Credit Metering)
Basic / Availability Charge -per month 106.25 114.96
Energy Charge —per Unit (kWh) (1 —50kWh) 0.7 0.8
Energy Charge — per Unit (kWh) (51 — 350kWh) 0.8474 0.9169
Energy Charge —per Unit (kWh) (351 - 600kWh) 1.1416 1.2352
Energy Charge — per Unit (kWh) ( > 600kWh) 1.311 1.419
Domestic : Demand 60 Amp + (Credit Metering)
Basic / Availability Charge -per month 265.29 287.04
Energy Charge —per Unit (kWh) (1 —50kWh) 0.7 0.76
Energy Charge — per Unit (kWh) (51 — 350kWh) 0.8474 0.9169
Energy Charge —per Unit (kWh) (351 - 600kWh) 1.1416 1.2352
Energy Charge — per Unit (kWh) ( > 600kWh) 1.3111 1.4186
Commercial (Pre -paid metering)
Energy Charge -per Unit (KWh) consumed 1.5182 1.6427
Commercial: Small / Medium - (Credit Metering)
Basic / Availability Charge - per month 305.8 330.9
Energy Charge - per unit (KWh) consumed 1.1901 1.2877
Commercial: Large - (Credit Metering)
Basic / Availability Charge - per month 901.64 975.57
Energy Charge - per unit (KWh) consumed 1.2122 1.3116
Network Charge - per unit (KVA) consumed 48.66 52.65
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2013 /14 2014/ 15
R R

Farms
Basic / Availability Charge per month 305.8 330.9
Energy Charge -per Unit (KWh) consumed 1.1901 1.2877
Network Charge - per Unit 48.66 52.65
Consumer Deposits (to be paid prior to connection)
Domestic / Residential 1200 1298
Business / Commercial (Small / Medium): 0- 60 Amp 3000 3246
Business / Commercial / Industrial: 60-150 Amp 8200 8872
Businesses / Commercial / Industrial: 150 Amp + 15000 16230
Other

Labour & (Labour &
New Connection (to be paid in advance) Material [Material Cost

Cost +30% |+ 30%
Re - connecting existing connection 300 325
Re - connecting (after defualt / dis-connection ) 330 357
Test Meter (Not Refundable) 300 325

A proposed increase of 8,2 per cent on all tariffs is factored into the MTREF. This increase is
above the 6 per cent upper limit of the South African Reserve Bank’s inflation target. However,
this increase is beyond the control of the municipality as it is prescribed by NERSA.

1.4.4 Waste Removal and Impact of Tariff Increases

Solid waste removal is operating at a loss which indicates that the tariffs are not yet cost
reflective. The projected losses on the service are R5,5 million, R5,44 million and R6,5 million
over the MTREF period. It is widely accepted that the rendering of this service should at least
break even, which is currently not the case. The Municipality will have to implement a solid
waste strategy to ensure that this service can be rendered in a sustainable manner over the
medium to long-term. The main contributors to this deficit are repairs and maintenance on
vehicles, increases in general expenditure such as petrol and diesel and the cost of
remuneration. In addition, the cost of new landfill sites, the effect of depreciation and
rehabilitation on these landfill sites all plays an important role in the projected losses.
Considering the deficit, it is recommended that a comprehensive investigation into the cost
structure of solid waste function be undertaken, and that this include investigating alternative
service delivery models. The outcomes of this investigation should be incorporated into the next
planning cycle.
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Despite the losses as indicated above, a general 6 percent increase in the waste removal tariff
is proposed from 1 July 2014. Higher increases will not be viable in 2014/15 owing to the
significant increases implemented in previous financial years as well as the overall impact of
higher than inflation increases of other services. Any increase higher than 6 per cent would not
only be counter-productive and will result in affordability challenges for individual rates payers
raising the risk associated with bad debt, but also, although on a small scale, not assisting the
national government in reaching the CPIX target of between 3 and 6 percent.

The following table compares current and proposed amounts payable from 1 July 2014:

Table 9 Comparison between current waste removal fees and increases

2013/2014 | 2014/2015
R R

Domestic Consumers (per month for one removal per
week) 100 106
Additional removal (per load or part thereof) 100 106
Commercial Consumers (per month for two removals
per week) 214 227
Additional removal (per load or part thereof) 214 227
Government Departments (Schools, hotels, SAPS,
prison, hospitals, etc) ( per month for two removals
per week) 1269 1345
Additional removal (per load or part thereof) 214 227
Garden Refuse (perload) (to be paid in advance ) 214 227
Building Rubble (perload) (to be paidin advance ) 371 393
Cleaning of erven 214 227
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Overall impact of tariff increases on households

The following table shows the overall expected impact of the tariff increases on various
households.

Table 10 Impact of tariff increases on households

c t
l;rren 2014/15 Medium Term Revenue & Expenditure
ear
2013114 Framework
Description Budget Budget Budget Budget
Adjusted udge udge udge udge
Year Year Year +1 Year +2
Budget
2014/15 2014/15 2015/16 2016/17
Rand/cent % incr.
Monthly Account for Household - 'Middle Income Range'
Rates and services charges:
4 r a * -
Property rates 618.72 - 652.75 688.65 729.97
Electricity : Basic levy [ 100.23 [ - 15247 121587 128.87
Electricity : Consumption [ 174672 [ - [ 184279 7 194414 7 2060.79
Refuse removal [ 107.85 - 113787 12004 12724
sub-total| 2 582.52 5.5% 2 724.56 2 874.41 3046.87
VAT on Services i -r -r -7 -7 -
Total large household bill: 2 582.52 5.5% 2724.56 2874.41 3 046.87
% increase/-decrease - 5.5% 5.5% 6.0%
Monthly Account for Household - 'Affordable Range'
Rates and services charges:
Property rates [ 14895 [ - 157147 16578 17573
Electricity : Basic levy [ 100.85 [ - 115897 12226 7 12960
Electricity : Consumption [ o1 [ - 819757 86483 91672
Refuse removal [ 10764 [ - 1135 11981  127.00
sub-total| 1143.45 5.5% 1206.34 1272.69 1 349.05
VAT on Services i -r -r -7 -7 -
Total small household bill: 1143.45 5.5% 1206.34 1272.69 1 349.05
% increase/-decrease - 5.5% 5.5% 6.0%
Monthly Account for Household - 'Indigent' Household receiving free basic services
Rates and services charges:
Property rates [ 9590 [ - 101477 106747 113.14
Electricity: Consumption [ 20080 [ - [ 316207 333687 353.71
sub-total 395.70 5.5% 417.46 440.42 466.85
VAT on Services i -r i -7 -7 -
Total small household bill: 395.70 5.5% 417.46 440.42 466.85
% increase/-decrease - 5.5% 5.5% 6.0%
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1.5 Operating Expenditure Framework

Municipalities were once again reminded by the National Treasury that given on-going
economic pressures, the revenue side of municipal budgets will continue to be constrained, so
they will need to make some very tough decisions on the expenditure side of the budget. Priority

still needs to be given:

Ensuring that drinking water and waste water management meets the required quality
standards at all times;

Protecting the poor;

Ensure that public investments, services, regulations and incentives are focused in
defined spatial areas (spatial targeting) to optimise overall connectivity and access to
opportunities;

Provide clear signals to private sector;

Transport, human settlements, bulk infrastructure, economic infrastructure, land use
management (e.g. zoning), tax and subsidy incentives;

Supporting meaningful local economic development (LED) initiatives that foster micro
and small business opportunities and job creation;

Securing the health of their asset base (especially the municipality’s revenue generating
assets) by increasing spending on repairs and maintenance;

Expediting spending on capital projects that are funded by conditional grants;

Ensuring that borrowed funds are invested in revenue generating assets as part of the
capital programme; and

To implement cost containment measures

The following table is a high level summary of the 2014/15 budget and MTREF (classified per
main type of operating expenditure):

Table 11 Summary of operating expenditure by standard classification item

2014/15 Medium Term Revenue

Description 2010/11 { 2011/12 | 2012/13 | Current Year 2013/14 .
& Expenditure Framework

Audited | Audited | Audited | Original | Adjusted | — od¢t | Budget | Budget
R thousand o ut e 0 ut e o ut e Bn?:lmat Bl:5 et Year Year +1 Year +2
uicome  Luicome | Lulcome | Buaget 1 BUAGEt 1 2014115 | 2015116 | 2016117

Expenditure By Type
Employ ee related costs 262617 30793 40018 | 573131 49405( 55967 60439 65270
Remuneration of councillors " 7159 8387 8858 9635] 9843 [ 10630 | 114817 12399
Debt impairment " 8207 2694! 5003 42707 4270[ 45697 4980F 5379
Depreciation & assetimpairment | 10480 | 11579 | 13437 [ 152241 15550 [ 17105{ 18815 20695
Finance charges " 1566 12597 1147 1630] 1630 1639] 1628 1614
Bulk purchases " 12495 15130 19167 | 266771 26677 28545| 31116 33606
Transfers and grants " o799f 732 333 s34 34 150 1507 150
Other ex penditure " 496647 471721 239739 423731 48306| 709757 676237 66323

. r i F r ; 4

Loss on disposal of PPE 447 85 993 - - - - -
Total Expenditure 109700 | 117831 | 128785 | 157465 156024 | 189580 | 196232 : 205435
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The budgeted allocation for employee related costs for the 2014/15 financial year totals
R55,97 million, which equals 29,5 per cent of the total operating expenditure. This percentage
increases to 30,8 in 2015/2016 and 31,8 in 2016/2017 due to vacant posts which have
subsequently been filled. Should electricity bulk purchases and depreciation be excluded, in
order to compare it with other municipalities on a more equal basis the situation is as follows:

% Ratios --Employee Related Costs as part of Operating
Expense excluding Depreciation & Bulk Purchases

This ratio is below the benchmarking figure set between the municipalities in the Western Cape.
When compared to revenue, the employee related figure remains above the set benchmark
during the MTREF as illustrated below:

% Ratios --Employee Related Costs as a % of Revenue
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The cost associated with the remuneration of councilors 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 Municipality’s budget.

The provision of debt impairment was determined based on an annual collection rate of 85 per
cent and the Debt Write-off Policy of the Municipality. For the 2014/15 financial year this
amount equates to R4,57 million and escalates to R5,38 million by 2016/17. While this
expenditure is considered to be a non-cash flow item, it informed the total cost associated with
rendering the services of the municipality, as well as the municipality’s realistically anticipated
revenues.

Provision for depreciation and asset impairment has been informed by the Municipality’s Asset
Management Policy. Depreciation is widely considered a proxy for the measurement of the rate
of asset consumption. Budget appropriations in this regard total R17,1 million for the 2014/15
financial and equates to 9 per cent of the total operating expenditure. The appropriation
increases to R18,8 million in 2015/16 and R20,7 million in 2016/2017. In order to measure it
against other municipalities, if electricity bulk purchases are eliminated, it represents 10,6 per
cent of the expenditure. The average for local municipalities in recent research is 11,76 per
cent, and this small difference indicating that expected useful lives and depreciation rates are
realistic.

Finance charges consist primarily of the repayment of interest on long-term borrowing (cost of
capital). Finance charges make up 0,9 per cent (R1,64 million) of operating expenditure
excluding annual redemption for 2014/15 and decreases to R1,61 million by 2016/17. If
depreciation and bulk purchases are excluded in order to compare the municipality to the set
benchmark, the results are as below and are well below the average

% Ratios --Interest Paid as part of Operating Expense excluding
Depreciation and Bulk Purchases
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The Municipality is limiting its borrowing in order to keep finance charges to the absolute
minimum. This is also illustrated in the graph below by the ratio between external borrowing
and revenue that indicates that the ratio also falls well beneath the set benchmark of 40% over
the MTREF period.

% Ratio---Total long-term loans as % of revenue

40.0%

30.0%

20.0%

10.0%

0.0% -

Bulk purchases are directly informed by the purchase of electricity from Eskom. The annual
price increases have been factored into the budget appropriations and directly inform the
revenue provisions. The expenditures include distribution losses. Electricity bulk purchases
represents 15,1 per cent of expenditure. This percentage increase slightly over the MTREF at
15,9 per cent during 2015/16 and 16,4 per cent during 2016/17. If depreciation is excluded, the
percentage is 16,6 per cent for the budget year and increasing to 17,5 per cent and 18,2 per
cent in the outer years. This falls beneath the benchmark of 30 per cent for municipalities in a
recent benchmarking research.

National Treasury is introducing a new Chart of Accounts and additional expenditure line-items
in the budget. One of these line-items is “Other materials”. Other materials comprise of amongst
others the purchase of fuel, diesel, materials for maintenance, cleaning materials and
chemicals. This group of expenditure has been identified in order to measure sustainability of
the Municipality’s infrastructure. The municipality’s financial systems are, however, not yet
ready to implement this change and will be addressed in future budgets.

Other expenditure comprises of various line items relating to the daily operations of the
municipality (including repairs and maintenance as well as operating grant expenditure). This
group of expenditure has also been identified as an area in which cost savings and efficiencies
can be achieved.
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Main operational expenditure categories for the 2014/15 financial year (R’000)

Other expenditure
37.4%

Remuneration of councillors
Bulk purchases 5.6%

15.1%

Transfers and grants

0.1%
Debt impairment

2.4%

Finance charges
0.9%

1.5.1 Priority given to repairs and maintenance

National Treasury observed that budget appropriations for asset renewal as part of the capital
programme and operational repairs and maintenance of existing asset infrastructure is still not
receiving adequate priority by municipalities, regardless of guidance supplied in previous
Budget Circulars. Asset management is a strategic imperative for any municipality and needs to
be prioritised as a spending objective in the budget of municipalities.

For the 2014/15 budgets and MTREF’s, municipalities must ensure they prioritise asset
management and take into consideration the following:

1) 40 per cent of its 2014/15 Capital Budget should be allocated to the renewal of existing
assets.

2) Operational repairs and maintenance should not be less than 8 per cent of the asset
value (write down value) of the municipality’s Property Plant and Equipment (PPE)

Aligned to the priority being given to preserving and maintaining the Municipality’s current
infrastructure, the 2014/15 budget and MTREF provide for extensive growth in the area of asset
maintenance, as informed by the asset management policy and repairs and maintenance plan
of the Municipality. In terms of the Municipal Budget and Reporting Regulations, operational
repairs and maintenance is not considered a direct expenditure driver but an outcome of certain
other expenditures, such as remuneration, purchases of materials and contracted services.
Considering these cost drivers, National Treasury requires municipalities to adapt their costing
systems to reflect these costs as Repairs and Maintenance. The municipality financial systems,
as yet, cannot provide for this request and it will be implemented in future budgets.
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Table 12 Repairs and maintenance per asset class

Description 2010111 2011/12 | 2012/13 | Current Year 2013/14 2014013 Med!um Term Revenue &
Expenditure Framework

Audited | Audited ; Audited | Original | Adjusted Budget | Budget | Budget

R thousand Year Year #+1 Year +2

Outcome | Outcome | Outcome | Budget | Budget 2014115 | 201516 | 2016117
Depreciation & asset impairment 10 480 11579 13 437 15 224 15 550 17105 18 815 20 695
Repairs and Maintenance by Asset Class 2703 3405 2 554 3178 3 527 8478 13732 13 406
Infrastructure - Road transport - 1549 577 610 442 2257 8 740 9635
Infrastructure - Electricity - 110 48 495 705 745 805 869
Infrastructure - Water - - - 4 4 4 5 5
Infrastructure - Other 2703 913 70 40 58 43 47 50
Infrastructure 2703 2571 695 1149 1209 3049 9596 10 560
Community - 310 863 73 73 2652 1 664 177
Other assets - 524 997 1 956 2245 2717 2472 2669
TOTAL EXPENDITURE OTHER ITEMS 13183 14 984 15 991 18 402 19 077 25583 32 546 34100

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 Municipality’s Indigent Policy. The target is to register all indigent
households during the 2014/15 financial year, a process reviewed annually. Detail relating to
free services, cost of free basis services, revenue lost owing to free basic services as well as
basic service delivery measurement is contained in Table A10 (Basic Service Delivery
Measurement).

The cost of the social package of the registered indigent households is financed by the
municipality self and largely by utilising the municipality’s unconditional equitable share grant,
allocated in terms of the Constitution to local government, and received in terms of the annual
Division of Revenue Act. The income foregone as a result of free basic services totals R14,85
million in the budget year and increasing to R16,04 million and R17,33 million in the outer years
of the MTREF.
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1.6 Capital expenditure

The following table provides a breakdown of budgeted capital expenditure by vote:

Table 13 2014/15 Medium-term capital budget per vote

2014/15 Medium Term Revenue &

Vote Description 2010111 | 201112 | 201213 | Current Year 2013/14 Expenditure Framework
® thousand Audited | Audited | Audited | Original | Adjusted B:’(::’ret 3::{?: 3:;93
Outcome | Outcome | Outcome | Budget Budget
2014/15 2015/16 2016/17

Capital expenditure - Vote
Multi-year expenditure to be appropriated

Vote 3 - Corporate Services - - - 4000 - - - -

Vote 5 - Road Transport - - - 18 554 9720 13 163 19 362 20975

Vote 9 - Community & Social Services - - - - - 5200 9210 1240

Vote 10 - Sport & Recreation - - - 4793 4 366 - - -

Vote 12 - Electricity - - - 1508 - - - -

Vote 13 - Waste Management - - - - - 4552 4682 -
Capital multi-year expenditure sub-total - - - 28 855 14 086 22915 33 254 22215
Single-year expenditure to be appropriated
Vote 1 - Executive & Council 9 400 137 714 1625 825 1770 70 -
Vote 2 - Planning & Dev elopment - 851 7319 100 270 1190 - -
Vote 3 - Corporate Services 82 570 2191 400 9700 6 950 1500 -
Vote 4 - Budget & Treasury 4730 371 330 500 500 800 750 400
Vote 5 - Road Transport 2287 18 592 18 947 7160 28 074 3653 12 617 11020
Vote 6 - Waste Water Management 14 030 12 488 - - - - - -
Vote 7 - Housing - - - - - 490 1095 1160
Vote 9 - Community & Social Services - 714 2 868 7850 6 255 3070 3260 3621
Vote 10 - Sport & Recreation - 2838 2781 - 1000 8818 2325 5875
Vote 11 - Public Safety - - - 1100 1600 100 250 250
Vote 12 - Electricity 1149 1279 775 3920 3750 5130 14 938 3880
Vote 13 - Waste Management - 1120 1741 4970 4430 1320 680 2860
Capital single-year expenditure sub-total 31677 38 960 37 665 27 625 56 404 33291 37 485 29 066
Total Capital Expenditure - Vote 31677 38 960 37 665 56 480 70 490 56 206 70 739 51 281
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The following table provides more information on the breakdown of the capital budget.

Table 14 Asset Management

2014/15 Medium Term Revenue & Expenditure

Description 2010/11 2011112 201213 Current Year 2013/14
Framework
R thousand Audited Audited Audited Original Adjusted Budget Year |Budget Year +1 ; Budget Year +2
Outcome Outcome Outcome Budget Budget 2014/15 2015/16 2016/17
CAPITAL EXPENDITURE
Total New Assets 31677 38 960 37 665 52 980 67 490 54 406 69 239 49781
Infrastructure - Road transport 15934 17383 8512 19 554 30 765 14 406 21053 25975
Infrastructure - Electricity 1149 1237 m 4908 3710 3450 13238 3500
Infrastructure - Sanitation 12 - - - - - - -
Infrastructure - Other 270 10 245 1027 1750 2 549 4552 4682 -
Infrastructure 17 466 28 865 10 250 26 212 37024 22 408 38973 29 475
Community - 3478 12721 10 443 9931 15788 13035 9236
Other assets 14130 6618 14 670 16 325 20 535 16 210 17 231 11070
Intangibles 82 - 24 - - - - -
Total Renewal of Existing Assets - - - 3500 3000 1800 1500 1500
Community - - - 2100 1600 1200 1500 1500
Other assets - - - 1400 1400 600 - -
Total Capital Expenditure
Infrastructure - Road transport 15934 17 383 8512 19 554 30 765 14 406 21053 25975
Infrastructure - Electricity 1149 1237 M 4908 3710 3450 13238 3500
Infrastructure - Sanitation 12 - - - - - - -
Infrastructure - Other 270 10 245 1027 1750 2549 4552 4682 -
Infrastructure 17 466 28 865 10 250 26 212 37 024 22 408 38978 29 475
Community - 3478 12721 12 543 11531 16 988 14 535 10736
Other assets 14130 6618 14 670 17725 21935 16 810 17 231 11070
Intangibles 82 - 24 - - - - -
TOTAL CAPITAL EXPENDITURE - Asset class 31677 38 960 37 665 56 480 70 490 56 206 70739 51281

Much emphasis was placed on roads as one of the main economic drivers within the region. An
amount of R14.4 million for road - and bridge projects were budgeted for and R 61,4 million over

the MTREF period.

The allocation to Multi-Purpose Recreational Facilities amounts to R10 million over the MTREF,
of which R3,1 million is allocated to the 2014/2015 financial year. R9,4 million is allocated
towards cemeteries over the MTREF and R17 million to sports facilities. A further R9,23 million
is allocated to Solid waste sites and a total of R3,39 million of the MTRTEF period for both LED

and Tourism activities. .
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1.7 Annual Budget Tables

The following pages present the ten main budget tables as required in terms of section 8 of the
Municipal Budget and Reporting Regulations. These tables set out the municipality’s 2014/15
budget and MTREF to be approved by the Council. Each table is accompanied by explanatory

notes on the facing page.

Table 15 MBRR Table Al - Budget Summary

2014/15 Medium Term Revenue &

Description 201011 | 2011112 | 201213 | Current Year 2013/14 .
Expenditure Framework
Audited | Audited { Audited | Original | Adjusted Budget | Budget | Budget
R thousands Year Year 1 | Year +2
Outcome | Outcome { Outcome | Budget | Budget 01415 | 201516 | 201617
Financial Performance
Property rates 4197 4001 4312 4612 4298 4521 4755 5000
Service charges 13 905 19 951 25267 21721 21880 23163 24,700 26 339
Investment rev enue 4915 6790 7476 7000 7000 6000 5000 4500
Transfers recognised - operational 76494 ¢ 1077581 103398 106932} 109077 | 119988 142330 14269
Other own revenue 5099 4510 10 794 4 494 4788 5080 5389 5718
Total Revenue (excluding capital transfers and contributions) 104610 § 143010{ 151248 144760 i 147043 | 158751} 182174 184250
Employ ee costs 26 261 30793 40018 57313 49 405 55 967 60 439 65 270
Remuneration of councillors 7159 8 387 8 858 9635 9843 10630 11481 12 399
Depreciation & asset impairment 10 480 11579 13437 15224 15550 17 105 18 815 20 695
Finance charges 1 566 1259 1147 1639 1639 1639 1628 1614
Materials and bulk purchases 12 495 15130 19167 26677 26 677 28 545 31116 33 606
Transfers and grants 799 732 333 334 334 150 150 150
Other ex penditure 50 940 49 951 45 825 46 643 52 576 75 544 72603 71702
Total Expenditure 109700 ;| 117831 128785( 157465; 156024 | 189580} 196232 205435
Surplus/(Deficit) (5090)¢ 25179 22 463 (12 705) (8981)] (30829); (14 058); (21184)
Transfers recognised - capital 41478 22106 20 143 30 355 42 089 44614 47 291 50 129
Surplus/(Deficit) for the year 36 388 47 285 42 606 17 650 33108 13786 33233 28 945
Capital expenditure & funds sources
Capital expenditure 31677 38 960 37 665 56 480 70 490 56 206 70739 51281
Transfers recognised - capital 15474 22 904 20 143 30 355 41259 44 614 47 291 50 129
Internally generated funds 4730 16 056 17 522 26125 29231 11592 23448 1152
Total sources of capital funds 20 204 38 960 37 665 56 480 70 490 56 206 70739 51281
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2014/15 Medium Term Revenue &

Description 2010111 201112 2012/13 | Current Year 2013/14 .
Expenditure Framework
Budget Budget Budget
Audited | Audited | Audited | Original | Adjusted | — 9o | Sudget | Budge
R thousands Year Year +1 Year +2
Outcome | Outcome | Outcome | Budget Budget
2014/15 2015/16 2016/17
Financial position
Total current assets 129 288 147 080 173 044 103 083 125 844 100 839 82 483 81204
Total non current assets 160 610 187 765 211703 273 561 266 642 305 743 357 667 388 254
Total current liabiliies 37 836 29 027 36 689 17 536 9 166 9954 10 810 11740
Total non current liabiliies 28 226 30 567 29 786 31884 31940 31461 30 940 30373
Community wealth/Equity 223 836 275 251 318 272 327 224 351380 365 166 398 399 427 344
Cash flows
Net cash from (used) operating 72 647 48 808 66 173 34 559 22 401 30 454 51528 49 046
Net cash from (used) investing (30896); (38802); (37429)[ (56480); (70490)| (56206); (70739); (51 281)
Net cash from (used) financing 8123 (255) (388) (856) (716) (745) (805) (869)
Cash/cash equivalents at the year end 116 147 125 897 154 253 78 846 105 448 78 950 58 934 55 830
Cash backing/surplus reconciliation
Cash and investments available 116 147 125 897 154 253 78 846 105 448 78 950 58 934 55 830
Application of cash and investments 72083 92 146 16 481 65 608 (12 000) 77 416 57 099 53 851
Balance - surplus (shortfall) 44 064 33751 137 772 13238 117 448 1535 1835 1979
Asset management
Asset register summary (WDV) 204 457 163 390 208 190 271 832 285 841 305 743 357 667 388 254
Depreciation & asset impaiment 10 480 11579 13437 15224 15 550 17 105 18 815 20 695
Renewal of Existing Assets - - - 3500 3000 1800 1500 1500
Repairs and Maintenance 2703 3405 2554 3178 3527 8478 13732 13 406
Free services
Cost of Free Basic Services provided 8 337 11044 - 12 021 12 021 12983 14 022 15143
Revenue cost of free services provided 9189 12 968 - 13 439 13439 14 246 15101 16 007
Households below minimum service level
Energy: - - - 7 7 7 7 7
Refuse: 3 3 - 33 33 33 33 33
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Explanatory notes to MBRR Table Al - Budget Summary

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

2. The table provides an overview of the amounts approved by Council for operating
performance, resources deployed to capital expenditure, financial position, cash and funding
compliance, as well as the municipality’s commitment to eliminating basic service delivery
backlogs.

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

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

4. The Cash backing/surplus reconciliation shows a sharp decline over the MTREF. This will in

turn result in a sharp decline in the CRR.
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Table 16 MBRR Table A2 - Budgeted Financial Performance (revenue and expenditure by

standard classification)

2014/15 Medium Term Revenue &

Standard Classification Description 2010/11 2011/12 ; 2012/13 | Current Year 2013/14 .
Expenditure Framework
Audited | Audited | Audited | Original | Adjusted Budget Budget Budget
R thousand Year Year +1 Year +2
Outcome ; Outcome i Outcome | Budget Budget 2014115 2015116 2016/17
Revenue - Standard
Governance and administration 75690 89 290 100 299 105 764 101 416 112 477 133 359 133 496
Executive and council 2675 2526 4 836 5571 5571 6 907 7208 7559
Budget and treasury office 70 317 83133 93178 96 102 95788 105 511 126 088 125 870
Corporate services 2698 3631 2285 4091 56 60 63 67
Community and public safety 10 858 12 629 7844 10 953 11 303 11787 12 423 13 160
Community and social services 714 1311 4151 5106 4797 4 891 5113 5412
Sport and recreation - 3 306 3095 4793 5 366 5 688 6 029 6 391
Public safety 25 68 20 1033 725 768 814 863
Housing 10 118 7 944 579 21 415 440 466 494
Economic and environmental services 37 381 28 027 25 941 22741 41018 40 845 40 599 42 911
Planning and dev elopment 5079 2212 10 554 1287 3032 893 345 242
Road transport 32302 25815 15 387 21454 37 986 39 952 40 254 42 669
Trading services 22159 35171 37 306 35657 35 396 38 256 43 084 44 812
Electricity 15 830 22 563 30 116 27753 27912 30 138 33726 35 354
Water 135 - - - - - - -
Waste water management 1340 7150 - - - - - -
Waste management 4 854 5458 7190 7904 7484 8118 9 358 9458
Total Revenue - Standard 146 088 165 116 171 391 175115 189133 [ 203 366 229465 234379
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2014/15 Medium Term Revenue &

Standard Classification Description 2010/11 2011/12 | 2012/13 | Current Year 2013/14 .
Expenditure Framework

Budget Budget Budget
Audited | Audited | Audited | Original | Adjusted g g g
R thousand Year Year +1 Year +2
Outcome | Outcome ;| Outcome | Budget Budget

2014/15 2015/16 2016/17

Expenditure - Standard

Governance and administration 17 639 38 492 43 088 58 248 52 726 63 693 65 879 69 131
Executive and council 14 736 20 223 19370 20 442 22 759 26 675 27 344 27 742
Budget and treasury office (4 526) 7318 12 887 15 707 16 325 20 650 21892 23536
Corporate services 7428 10 952 10 831 22100 13 642 16 369 16 644 17 852

Community and public safety 14 906 10 836 7418 8419 11214 23978 14 978 13 244

. ) . 3557 3486 5 864 5 475 8133 11192 10 814 10 035
Community and social services

Sport and recreation 193 47 122 348 528 430 471 516
Public safety 355 328 18 637 717 766 804 870
Housing 10 733 6975 1414 1958 1835 11 590 2888 1823
Health 68 - - - - - - -
Economic and environmental services 39 740 37 249 38 529 39 700 42 278 51734 59 286 64 097
Planning and dev elopment 8 577 6 841 9732 12 479 12712 13 555 11 555 12171
Road transport 31163 30 408 28797 27 221 29 566 38178 47 731 51926
Trading services 37 415 31254 39751 51098 49 805 50 175 56 088 58 963
Electricity 18 264 22 495 29 428 35883 36 344 35663 40 298 41 878
Water 5173 200 - - - - - -
Waste water management 6 349 307 - 827 827 903 991 1084
Waste management 7628 8 251 10 323 14 387 12 634 13 609 14 799 16 000
Total Expenditure - Standard 109 700 117 831 128 785 157 465 156 024 189 580 196 232 205 435
Surplus/(Deficit) for the year (2 434) 67 688 (8 130) (8 432) (5 525) (6 572) (6 525)

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 that as a general principle the revenues for the Trading Services should exceed their
expenditures.
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2014/15 Medium Term Revenue &

Standard Classification Description 201011 § 201112 | 2012/13 | Current Year 2013/14 )
Expenditure Framework
Budget | Budget ; Budget
Audited | Audited | Audited | Original | Adjusted | - 9o | Sudget  Budge
R thousand Year Year +1 Year +2
Outcome | Outcome | Outcome | Budget | Budget
2014/15 | 2015/16 ; 2016/17
Electricity (2 434) 67 688 (8 096) (8422) (5525) (6572) (6 525)
Water (5038) (200) - - - - - _
Waste water management (5009) 6 843 - (827) (827) (903) (991) (1084)
Waste management (2775) (2 794) (3133) (6 483) (5 150) (5491) (5441) (6 542)

The table highlights that this is not the case for Electricity, Water, Waste Management
(Refuse) and Waste Water Management (Storm water) functions over the MTREF. As
already noted above, the municipality is undertaking a detailed study of this function to
explore ways of improving efficiencies and provide a basis for re-evaluating the function’s

tariff structure.

3. Other functions that show a deficit between revenue and expenditure are being financed
from rates revenues and other revenue sources.
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Table 17 MBRR Table A3 - Budgeted Financial Performance (revenue and expenditure by

municipal vote)

2014/15 Medium Term Revenue &

Vote Description 2010/11 2011/12 2012/13 | Current Year 2013/14 .
Expenditure Framework
Audited Audited Audited | Original | Adjusted Budget Budget Budget
R thousand Year Year +1 Year +2
Outcome | Outcome | Outcome | Budget Budget 201415 2015116 2016117
Revenue by Vote
Vote 1 - Executive & Council 2675 2526 4 836 5571 5571 6 907 7208 7559
Vote 2 - Planning & Dev elopment 5079 2212 10 554 1287 3032 893 345 242
Vote 3 - Corporate Services 2698 3631 2 285 4091 56 60 63 67
Vote 4 - Budget & Treasury 70 317 83133 93178 96 102 95788 105 511 126 088 125 870
Vote 5 - Road Transport 32 302 25815 15 387 21454 37 986 39 952 40 254 42 669
Vote 6 - Waste Water Management 1340 7150 - - - - - -
Vote 7 - Housing 10 118 7 944 579 21 415 440 466 494
Vote 9 - Community & Social Services 714 1311 4151 5106 4797 4 891 5113 5412
Vote 10 - Sport & Recreation - 3306 3095 4793 5 366 5688 6029 6 391
Vote 11 - Public Safety 25 68 20 25 25 26 28 29
Vote 12 - Electricity 15 830 22 563 30 116 28 761 28 612 30 880 34513 36 187
Vote 13 - Waste Management 4 854 5458 7190 7904 7484 8118 9358 9458
Vote 14 - Water 135 - - - - - - -
Total Revenue by Vote 146 088 165 116 171 391 175115 189 133 203 366 229 465 234 379
Expenditure by Vote to be appropriated
Vote 1 - Executive & Council 14 736 20 223 19 370 20 442 22 759 26 675 27 344 27742
Vote 2 - Planning & Dev elopment 8 577 6 841 9732 12 479 12712 13 555 11 555 12171
Vote 3 - Corporate Services 7428 10 952 10 831 22 100 13 642 16 369 16 644 17 852
Vote 4 - Budget & Treasury (4 526) 7318 12 887 15 707 16 325 20 650 21892 23 536
Vote 5 - Road Transport 31163 30 408 28 797 27 221 29 566 38178 47731 51926
Vote 6 - Waste Water Management 6 349 307 - 827 827 903 991 1084
Vote 7 - Housing 10 733 6 975 1414 1958 1835 11 590 2888 1823
Vote 8 - Health 68 - - - - - - -
Vote 9 - Community & Social Services 3557 3486 5 864 5475 8133 11192 10 814 10 035
Vote 10 - Sport & Recreation 193 47 122 348 528 430 471 516
Vote 11 - Public Safety 5 3 18 101 77 73 52 57
Vote 12 - Electricity 18 614 22 820 29 428 36 420 36 984 36 356 41 051 42 691
Vote 13 - Waste Management 7628 8 251 10 323 14 387 12 634 13 609 14 799 16 000
Vote 14 - Water 5173 200 - - - - - -
Total Expenditure by Vote 109 700 117 831 128 785 157 465 156 024 189 580 196 232 205 435
Surplus/(Deficit) for the year 36 388 47 285 42 606 17 650 33108 13 786 33233 28 945
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Explanatory notes to MBRR Table A3 - Budgeted Financial Performance (revenue and
expenditure by municipal vote)

1. Table A3 is a view of the budgeted financial performance in relation to the revenue and
expenditure per municipal vote. This table facilitates the view of the budgeted operating
performance in relation to the organisational structure of the Municipality. This means it is
possible to present the operating surplus or deficit of a vote.
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Table 18 MBRR Table A4 - Budgeted Financial Performance (revenue and expenditure)

2014/15 Medium Term Revenue &

Description 2010/11 2011/12 2012/13 Current Year 2013/14 .
Expenditure Framework

Budget Budget Budget
Year Year +1 Year +2
2014/15 2015/16 2016/17

Audited Audited Audited Original | Adjusted
Outcome | Outcome | Outcome | Budget Budget

R thousand

Revenue By Source

: - r 4 :
Property rates 4197 4001 4312 4612 4298 4521 4755 5000
Service charges - electricity revenue " 12156 18003 22763[ 19499 19658 [ 208927 22385 23984
Service charges - sanitation revenue i -7 -7 - -7 - -7 -7 -
Service charges - refuse revenue T q7a9| 18] 2504 2237 223 22117 23157 2354
r
Rental of faciliies and equipment i 375 | 570 | 424 278 | 278 [ 205 | 312 331
Interest earned - external inv estments " 49157 6790 7476 70007 7000 60007 50007 4500
Interest earned - outstanding debtors 4 885 | 82 1002 [ 843 | a3 [ 898 | 9577 1020
Fines i 69 | 50 [ 65 60 60 [ 64 67 71
Licences and permits " 951 1680 1750 11407  1140f 12087 12817 1358
Agency services i 463 | 580 1619 18027 2102 22287 23627 2504
Transfers recognised - operational " 764941 107758 [ 103398 [ 106932 [ 109077 [ 119988 | 142330 7 142694
Other revenue " 23560 470 s8mf g 365 [ 387 | 407 434
Total Revenue (excluding capital transfers 104 610 143 010 151 248 144 760 147 043 158 751 182 174 184 250
Expenditure By Type
Employ ee related costs " 26261 30793 40018[ 57313 49405[ 55967 [ 604397 65270
Remuneration of councillors " 7159 8387 8858 | 9635 9843[ 106307 114817 12399
Debt impairment " 820" 20604 5003[ 42707 4270 45607 49807 5379
: - - r r r

Depreciation & asset impairment 10480 7 11579 13437 15224 15550 [ 17105] 188157 20695

Finance charges 1566 1259 1147 1639 1639 1639 1628 1614
Bulk purchases " 124957 15130 19167 | 26677 26677 | 28545 311167 33606
Transfers and grants i 799 7321 333 [ 3347 334 [ 150 | 150 150
Other ex penditure " 49664 47172 39739 423737 48306 [ 709757 67623 66323
Loss on disposal of PPE T owr 85 993 -7 -r -7 _7 -
Total Expenditure 109700 | 117831 | 128785| 157465 156024 | 189580 : 196232 205435
Surplus/(Deficit) (5000)) 25179 22463 | (12705)  (8981)| (30829)] (14058) (21184)
Transfers recognised - capital " 4147187 22106 20143 [ 303557 42089 [ 44614 472917 50129
Surplus/(Deficit) for the year 36 388 47 285 42 606 17 650 33108 13 786 33233 28 945

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

1. Table A4 represents the revenue per source as well as the expenditure per type. This
classification is aligned to the GRAP disclosures in the annual financial statements of the
municipality.

March 2014 41



2v  Senqu Municipality

2014/15 Annual Budget and MTREF

Table 19 MBRR Table A5 - Budgeted Capital Expenditure by vote, standard classification

and funding source

Vote Description 2010/11 201112 2012/13 | Current Year 2013/14 204713 Med!um Term Revenue &
Expenditure Framework
Audited | Audited | Audited | Original | Adjusted | —0¢t | Budget | Budget
R thousand Outcome | Outcome | Outcome | Budget Budget Year Year 1 Year 2
2014/15 ; 2015/16 2016/17
Capital expenditure - Vote
Multi-year expenditure to be appropriated
Vote 3 - Corporate Services - - - 4000 - - - -
Vote 5 - Road Transport - - - 18 554 9720 13163 19 362 20 975
Vote 9 - Community & Social Services - - - - - 5200 9210 1240
Vote 10 - Sport & Recreation - - - 4793 4 366 - - -
Vote 12 - Electricity - - - 1508 - - - -
Vote 13 - Waste Management - - - - - 4552 4682 -
Capital multi-year expenditure sub-total - - - 28 855 14 086 22915 33 254 22 215
Single-year expenditure to be appropriated
Vote 1 - Executive & Council 9400 137 714 1625 825 1770 70 -
Vote 2 - Planning & Development - 851 7319 100 270 1190 - -
Vote 3 - Corporate Services 82 570 2191 400 9700 6950 1500 -
Vote 4 - Budget & Treasury 4730 371 330 500 500 800 750 400
Vote 5 - Road Transport 2287 18 592 18 947 7160 28 074 3653 12 617 11020
Vote 6 - Waste Water Management 14 030 12 488 - - - - - -
Vote 7 - Housing - - - - - 490 1095 1160
Vote 9 - Community & Social Services - 714 2 868 7850 6 255 3070 3260 3621
Vote 10 - Sport & Recreation - 2838 2781 - 1000 8818 2325 5875
Vote 11 - Public Safety - - - 1100 1600 100 250 250
Vote 12 - Electricity 1149 1279 775 3920 3750 5130 14 938 3880
Vote 13 - Waste Management - 1120 1741 4970 4430 1320 680 2 860
Capital single-year expenditure sub-total 31677 38 960 37 665 27 625 56 404 33291 37485 29 066
Total Capital Expenditure - Vote 31677 38 960 37 665 56 480 70 490 56 206 70 739 51 281
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Vote Description 201011 | 20112 | 201213 | Current Year 2013/14 | 2014/15 Medium Term Revenue &
Expenditure Framework
Audited | Audited | Audited | Original | Adjusted | Cud9et | Budget | Budget
R thousand Year Year +1 Year +2
Outcome | Outcome i Outcome | Budget Budget
2014/15 2015/16 2016/17
Capital Expenditure - Standard
Governance and administration 14 212 1079 3235 6 525 11 025 9 520 2320 400
Executive and council 9400 137 714 1625 825 1770 70 -
Budget and treasury office 4730 37 330 500 500 800 750 400
Corporate services 82 570 2191 4 400 9700 6 950 1500 -
Community and public safety - 3551 5649 13 743 13 221 17 188 15 045 10 986
Community and social services - 714 2 868 7 850 6 255 8270 12 470 4 860
Sport and recreation - 2838 2781 4793 5 366 8818 2325 5875
Public safety - - - 1100 1600 100 250 250
Economic and environmental services 2287 19 443 26 265 25814 38 064 18 006 31979 31995
Planning and dev elopment - 851 7319 100 270 1190 - -
Road transport 2287 18 592 18 947 25714 37 7% 16 816 31979 31995
Trading services 15179 14 887 2517 10 398 8180 11 002 20 300 6740
Electricity 1149 1279 775 5428 3750 5130 14 938 3880
Waste water management 14 030 12 488 - - B - - -
Waste management - 1120 1741 4970 4430 5872 5362 2860
Total Capital Expenditure - Standard 31677 38 960 37 665 56 480 70 490 55716 69 644 50 121
Funded by:
National Government 15 474 22 904 20 143 30 355 41259 44 614 47 291 50 129
Transfers recognised - capital 15 474 22 904 20 143 30 355 41259 44 614 47 291 50 129
Public contributions & donations 11382 - - - - - - -
Borrowing 92 - - - - - - -
Internally generated funds 4730 16 056 17 522 26 125 29 231 11592 23448 1152
Total Capital Funding 31677 38 960 37 665 56 480 70 490 56 206 70 739 51281

Explanatory notes to Table A5 - Budgeted Capital Expenditure by vote, standard
classification and funding source

1.

Table A5 is a breakdown of the capital program 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.

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 program is funded from National, Provincial and Other grants and transfers,
Public Donations and internally generated funds from current and prior year surpluses.
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Table 20 MBRR Table A6 - Budgeted Financial Position

L 2014/15 Medium Term Revenue &
Description 2010/11 2011/12 2012/13 Current Year 2013/14 .
Expenditure Framework
Audited | Audited | Audited | Original | Adjusted | CUc9¢t | Budget | Budget
R thousand o I': e 0 ut e 0 ut e Bn:mat le;s et Year Year +1 Year +2
uicome | Dutcome ; Uutcome | Budge UGGt | o014115 | 2015116 | 2016117
ASSETS
Current assets
Cash Y 904 | 154253 [ s00 1177 1200 1200 1200
Call investment deposits " 113870 | 124993 [ - 78346 1042m1 [ 77750 577347 54630
Consumer debtors " 4626 15537 13446 11867 14084 | 14923 [ 15886 16945
Other debtors " 3348 21250 1510 7330F 2323 2557 28117 3002
Current portion of long-term receiv ables i 14 i - 83 i -7 -r -7 - T -
Inv entory " 5154 3521 3752 5041] 4010 4411{  482] 5337
Total current assets 129288 | 147080 | 173044 | 103083 | 125844 | 100 839 82 483 81204
Non current assets
Long-term receiv ables r -7 -7 -r -7 -r -7 - f -
Inv estment property " 125490 102627 10262 125407 10262 102827 102627 10262
Property, plant and equipment " 146000 [ 177155 201258 [ 250362 256199 [ 295348 | 3473257 377 969
Intangible i 300 | 263 | 181 215 [ 181 [ 1337 80 | 22
Other non-current assets r 1671 i 85 i 2 r 1436 d -r -7 -7 -
Total non current assets 160 610 187 765 211703 273 561 266 642 305 743 357 667 388 254
TOTAL ASSETS 280898 | 334846, 384746| 376644 | 302486 | 406582 440150 | 469 457
LIABILITIES
Current liabilities
Borrowing i 778 | 798 791 [ a1 | g7 [ 893 | 965 7 1042
Consumer deposits " 342 [ 533 | 049 [ 5750 1024 1106 119§ 1200
Trade and other pay ables " 25430 22797 29470 3565 1837 1984] 21427 2314
Provisions " 11286 4899 5478 124257  5478[ 59717 65087 7094
Total current liabilities 37 836 29 027 36 689 17 536 9166 9 954 10 810 11740
Non current liabilities
Borrowing 15703 15 237 14 439 13 367 13 612 12719 11 754 10 712
Provisions 12523 15 330 15 346 18 517 18 328 18 743 19 186 19 661
Total non current liabilities 28 226 30 567 29 786 31 884 31 940 31 461 30 940 30 373
TOTAL LIABILITIES 66 062 59 504 66 474 49 421 41106 41 416 41751 42113
NET ASSETS 223836 | 275251| 318272 | 327224 | 351380 | 365166 398399 | 427 344
COMMUNITY WEALTH/EQUITY
Accumulated Surplus/(Deficit) 160193 1 274024 | 316630 | 246194 | 235173 | 271175! 3237721 354 904
Reserves 63 643 1227 1642 81030 | 116 208 93 991 74 628 72 440
TOTAL COMMUNITY WEALTH/EQUITY 223836 | 275251 | 318272 | 327224 | 351380 | 365166 398399 | 427 344
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Explanatory notes to Table A6 - Budgeted Financial Position

1.

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

This format of presenting the statement of financial position is aligned to GRAP1, which is
generally aligned to the international version which presents Assets less Liabilities as
“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.

Table A6 is supported by an extensive table of notes (SA3) providing a detailed analysis of
the major components of a number of items, including:

» Call investments deposits;

« Consumer debtors;

» Property, plant and equipment;

» Trade and other payables;

» Provisions non-current;

» Changes in net assets; and

*+ Reserves

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

Any movement on the Budgeted Financial Performance or the Capital Budget will inevitably
impact on the Budgeted Financial Position. As an example, the collection rate assumption
will impact on the cash position of the municipality and subsequently inform the level of cash
and cash equivalents at year end. Similarly, the collection rate assumption should inform
the budget appropriation for debt impairment which in turn would impact on the provision for
bad debt. These budget and planning assumptions form a critical link in determining the
applicability and relevance of the budget as well as the determination of ratios and financial
indicators. In addition the funding compliance assessment is informed directly by
forecasting the statement of financial position.
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Table 21 MBRR Table A7 - Budgeted Cash Flow Statement

L 2014/15 Medium Term Revenue &
Description 2010111 | 201112 | 2012113 | Current Year 2013/14 :
Expenditure Framework
Audited Audited Audited | Original | Adjusted Budget Budget Budget
R thousand Outcome | Outcome | Outcome | Budget Budget Year Year +1 Year 2
2014/15 | 2015/16 | 2016/17
CASH FLOW FROM OPERATING ACTIVITIES
Receipts
Ratepayers and other 469761 29570 35066 | 28531 26148 | 30775 32668 | 34696
Govemment - operating 129267 | 101456 ] 102171 [ 106932 109077 [ 119988 | 142330 ] 142694
Govemment - capital 4 - 22106 | 32219 30355 42089 | 44614 47201 50129
Interest " 49157 6790 7476 7843  7548| 6898 5957 5520
Payments
Suppliers and employ ees " (106 146) (100123)] (109280)[ (137 130){ (160489)[ (170032) (174941)] (182 229)
Finance charges T oasee) (1259  @unf (e (1639 (1639)] (1628  (1614)
Transfers and Grants a9 @2 e e e gsol 150 (150)
NET CASH FROM/(USED) OPERATING ACTIVITIES 72647 48808 | 66173 | 34559 | 22401 30454 51528 49046
CASH FLOWS FROM INVESTING ACTIVITIES
Receipts
Proceeds on disposal of PPE " 764 [ 213 236 [ -7 -r -7 -7 -
Decrease (Increase) in non-current debtors " - T 147 -r -7 -r - T - T -
Payments
Capital assets T 31677)]  (39020)] (37665) (56480) (70490)[ (56 206)] (70739)] (51281)
NET CASH FROM/(USED) INVESTING ACTIVITIES (30913)] (38802)] (37429) (56480)] (70490)| (56208) (70739)i  (51281)
CASH FLOWS FROM FINANCING ACTIVITIES
Receipts
Borrowing long term/refinancing i 8473 | -7 -r -7 -r -7 -7 -
Increase (decrease) in consumer deposits 4 (21)' 191 ar 437 75 [ 827 88 | 96
Payments
Repay ment of borrowing T e @os[ g9  gonl @2 93] (965)
NET CASH FROM/(USED) FINANCING ACTIVITIES 8123 (537) (388) (856) (716) (745) (805) (869)
NET INCREASE/ (DECREASE) IN CASH HELD 49 858 9469 | 28356 | (22777) (48805 (26498)) (20016)] (3 104)
Cash/cash equivalents at the year begin: " 66272 116147 125897 [ 101623 154253 105448 78950 | 58934
Cashlcash equivalents at the year end: " 116147 | 125807 ] 154253 [ 78846 105448 [ 78950 ] 58934 | 55830

Explanatory notes to Table A7 - Budgeted Cash Flow Statement

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

funded.

2. It shows the expected level of cash in-flow versus cash out-flow that is likely to result from
the implementation of the budget.
3. The investment in capital infrastructure, which is much higher than the cash generated by
operations, is the main reason for the annual decline in cash resources.
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Table 22 MBRR Table A8 - Cash Backed Reserves/Accumulated Surplus Reconciliation

2014/15 Medium Term Revenue &
Expenditure Framework

Description 2010/11 2011/12 2012113 Current Year 2013/14

. . . . . Budget Budget Budget
Audited | Audited | Audited | Original | Adjusted

R thousand Year Year +1 Year +2

Outcome | Outcome { Outcome | Budget Budget 2014115 201516 2016/17

Cash and investments available

Cash/cash equivalents at the year end 116 147 125 897 154 253 78 846 105 448 78 950 58 934 55 830

Cash and investments available: 116 147 125 897 154 253 78 846 105 448 78 950 58 934 55 830

Application of cash and investments

Unspent conditional transfers 23490 17 318 27 825 - - - - -

Other working capital requirements (14205)f (12871)i (11345)| (14202); (12000)| (14433); (15387); (16 447)

Reserves to be backed by cash/investments 62 798 87 699 - 79 809 - 91 849 72 486 70 298
Total Application of cash and investments: 72 083 92 146 16 480 65 608 (12 000) 77 416 57 099 53 851
Surplus(shortfall) 44 064 33751 137773 13238 | 117448 1535 1835 1979
Explanatory notes to Table A8 - Cash Backed Reserves/Accumulated Surplus

Reconciliation

1.

2.

4.

The cash backed reserves/accumulated surplus reconciliation is aligned to the requirements
of MFMA Circular 42 — Funding a Municipal Budget.

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

The outcome of this exercise would either be a surplus or deficit. A deficit would indicate
that the applications exceed the cash and investments available and would be indicative of
non-compliance with the MFMA requirements that the municipality’s budget must be
“funded”. The municipality’s budget is cash-funded and thus in compliance with the
requirements of the MFMA.

As part of the budgeting and planning guidelines that informed the compilation of the
2014/15 MTREF the end objective of the medium-term framework was to ensure the budget
is funded aligned to section 18 of the MFMA.
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Table 23 MBRR Table A9 - Asset Management

2014/15 Medium Term Revenue &

Description 2010/11 201112 2012113 | Current Year 2013/14 .
Expenditure Framework
Audited Audited Audited Original | Adjusted Budget Budget Budget
R thousand Year Year +1 Year +2
Outcome | Outcome { Outcome | Budget Budget 201415 201516 2016117
CAPITAL EXPENDITURE
Total New Assets 31 565 38 960 37 665 52 980 67 490 54 406 69 239 49 781
Infrastructure - Road transport 15934 17 383 8512 19 554 30 765 14 406 21053 25975
Infrastructure - Electricity 1149 1237 7M1 4908 3710 3450 13238 3500
Infrastructure - Other 270 10 245 1027 1750 2549 4 552 4682 -
Infrastructure 17 353 28 865 10 250 26 212 37 024 22 408 38973 29 475
Community - 3478 12721 10 443 9931 15788 13 035 9236
Other assets 14 130 6618 14 670 16 325 20 535 16 210 17 231 11 070
Intangibles 82 - 24 - - - - -
Total Renewal of Existing Assets - - - 3500 3000 1800 1500 1500
Community - - - 2100 1600 1200 1500 1 500
Other assets - - - 1400 1400 600 - -
Total Capital Expenditure
Infrastructure - Road transport 15934 17 383 8512 19 554 30 765 14 406 21053 25975
Infrastructure - Electricity 1149 1237 71 4908 3710 3450 13238 3500
Infrastructure - Other 270 10 245 1027 1750 2549 4 552 4682 -
nfrastucture 17 353 28 865 10 250 26212 37 024 22 408 38973 29 475
Community - 3478 12721 12 543 11 531 16 988 14 535 10 736
Other assets 14130 6618 14 670 17725 21935 16 810 17 231 11 070
Intangibles 82 - 24 - - - - -
TOTAL CAPITAL EXPENDITURE - Asset class 31565 38 960 37 665 56 480 70 490 56 206 70 739 51 281
ASSET REGISTER SUMMARY - PPE (WDV)
Infrastructure - Road transport 112 848 62 470 95 791 107 126 118 337 109 853 17175 128 048
Infrastructure - Electricity 7238 4232 6 067 16 148 14 950 14 945 27 988 31274
Infrastructure - Other 6777 12717 3897 11 400 12199 20 627 24 751 24 137
Infrastructure 126 863 79 419 105 755 134 673 145 485 145 425 169 915 183 460
Community 14 618 3478 15 360 42 575 41 563 39 820 54 354 65 090
Investment properties - - 14 012 12 549 12 549 10 262 10 262 10 262
Other assets 62 781 80 493 72 618 81820 86 030 110 103 123 056 129 420
Intangibles 82 - 445 215 215 133 80 22
TOTAL ASSET REGISTER SUMMARY - PPE (WDV) 204 344 163 390 208 190 271832 285 841 305 743 357 667 388 254
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Description 2010/11 2011/12 2012/13 Current Year 2013/14 201415 Med!um Term Revenue &
Expenditure Framework
Audited | Audited | Audited | Original | Adjusted | Cud9€t | Budget | Budget
R thousand Year Year +1 Year +2
Outcome ;| Outcome ; Outcome | Budget Budget
2014/15 2015/16 2016/17
EXPENDITURE OTHER ITEMS
Depreciation & asset impairment 10 480 11579 13 437 15224 15 550 17 105 18 815 20 695
Repairs and Maintenance by Asset Class 2703 3405 2554 3178 3527 8478 13732 13 406
Infrastructure - Road transport - 1549 577 610 442 2 257 8740 9635
Infrastructure - Electricity - 110 48 495 705 745 805 869
Infrastructure - Water - - - 4 4 4 5 5
Infrastructure - Other 2703 913 70 40 58 43 47 50
Infrastructure 2703 2571 695 1149 1209 3049 9 596 10 560
Community - 310 863 73 73 2652 1664 177
Other assets - 524 997 1956 2245 2777 2472 2669
TOTAL EXPENDITURE OTHER ITEMS 13183 14 984 15 991 18 402 19 077 25583 32 546 34100
Renewal of Existing Assets as % of total capex 0.0% 0.0% 0.0% 6.2% 4.3% 3.2% 2.1% 2.9%
Renewal of Existing Assets as % of deprecn” 0.0% 0.0% 0.0% 23.0% 19.3% 10.5% 8.0% 7.2%
R&M as a % of PPE 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Renewal and R&M as a % of PPE 2.0% 2.0% 1.0% 2.0% 2.0% 3.0% 4.0% 4.0%

Explanatory notes to Table A9 - Asset Management

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

2. National Treasury has recommended that municipalities should allocate at least 40
per cent of their capital budget to the renewal of existing assets, and allocations to
repairs and maintenance should be 8 per cent of PPE. The Municipality does not
meet both these recommendations.
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Table 24 MBRR Table A10 - Basic Service Delivery Measurement

20101 | 201112 | 2012113 Current Year 2013/14 2014115 Medium Term Revenue &
Expenditure Framework
Description
Original | Adjusted | Full Year Budget Budget Budget
Outcome { Outcome { Outcome Budget Budget | Forecast Year Year +1 Year +2
201415 | 2015116 | 201617
Household service targets
Energy:
Electricity (at least min.service level) T oaa802] 34802 - [ 20869 20869 29869 208697 29869 29869
Electricity - prepaid (min.service level) SRRV R R 4 - sl 98] 96 9867 986! 986
Other water supply (at least min.service level) 35 951 35951 - 30 855 30 855 30 855 30 855 30 855 30 855
Other energy sources r -7 -7 -0 1l r 79[ 7w 7191 7191
No water supply - - - 7191 7191 7191 7191 7191 7191
Below Minimum Service Level sub-total 35951 | 35051 - 38046 | 38046 38046 38046 38046 | 38046
Refuse:
Removed at least once a week T oams ansT -0 amel  ame{ ame|  47m6i 4780 4803
Other water supply (at least min.service level) 4715 4715 - 4756 4756 4756 4756 4780 4803
Using communal refuse dump Toy2e] 32T - [ 332000 33200{ 33200 332007 332667 33243
Nowater supplyi 312361 31236 - 33200 | 33290 33290 | 33290% 33266 | 33243
Below Minimum Service Level sub-total 35951 | 35051 - 38046, 38046, 38046 38046 38046 | 38046
Households receiving Free Basic Service
Electricity /other energy (50kwh per household per month) | 6968 | 59141 - -7 -7 - 6557 670 6901
Refuse (removed at least once a week) " o2us!  o2ssT - -7 -7 - 21997 28830 2970
Cost of Free Basic Services provided (R'000)
Water (6 kilolites per household per month) "o1003] 14917 - -7 -7 -r -7 -7 -
Sanitation (free sanitation service) T o174l 2357 - -7 -7 - -7 -7 -
Electricity /other energy (50kwh per household per month) {31211 4014 | - 7m0 7150 7755 83T omei 9770
Refuse (removed once a week) " 23097 31837 -0 4267 426 4286[ 4607] 49767 5374
Total cost of FBS provided (minimum social 83371 11044 - 12021 12021 12021 12983} 14022| 15143
package)
Highest level of free service provided
Property rates (R value threshold) " 65000 650007 - 600007 60000] 60000 60000 60000 60000
Electricity (kwh per household per month) i 501 507 - 507 50§ 5[ 57 50 50
Refuse (average litres per week) ST 4 140 7 - w7 ol 1ol 107 1407 140
Revenue cost of free services provided (R'000)
Property rates (R15 000 threshold rebate) " el tou] -0 tos4]  tos4{  q0s4| 117 1184] 125
Property rates (other exemptions, reductions and 4 1 1 i 1 i i 1 4
rebates) - - - 364 364 364 386 409 434
Water "oq0m3) 149t -r -7 -7 - -7 -7 -
Sanitation " o174] 2357 - -7 -7 - -7 -7 -
Electicity fother energy o3 4014 -0 rmsl rms{ 75 s 874 9237
Refuse " 239 318 I P 4266 4266 4522 4793 5081
Total revenue cost of free services provided (total
social package) 91891 12968 - 13439 | 13439 13439 | 142461 15101| 16007
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Part 2 — Supporting Documentation

2.1 Overview of the annual budget process

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

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

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

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

» that there is proper alignment between the policy and service delivery priorities set out in
the Municipality’s IDP and the budget, taking into account the need to protect the
financial sustainability of municipality;

+ that the municipality’s revenue and tariff setting strategies ensure that the cash
resources needed to deliver services are available; and

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

2.1.1 IDP and Service Delivery and Budget Implementation Plan

In terms of section 21 of the MFMA the Mayor is required to table in Council ten months before
the start of the new financial year (i.e. in August 2013) a time schedule that sets out the process
to revise the IDP and prepare the budget.

The Mayor tabled in Council the required the IDP and budget time schedule on 31 August 2013.
Key dates applicable to the process were:
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Time Frames

Mayor and Council

Administration -
Municipality and Entity

July — August 2013

Mayor begins planning for next three-year
budget in accordance with co-ordination
role of budget process

MFMA s 53

IDP & Budget Steering Committee Meeting
to discuss draft IDP & Budget process plan
20 August 2013

Mayor tables in Council a time schedule
outlining key deadlines for: preparing,
tabling and approving the budget; reviewing
the IDP (as per s 34 of MSA) and budget
related policies and consultation processes
at least 10 months before the start of the
budget year 31 August 2013.

MFMA s 21,22, 23;

MSA s 34, Ch 4 as amended

Accounting officers and
senior officials of
municipality begin
planning for next three-
year budget

MFMA s 68, 77

September -
November

Advertise IDP & Budget review deadlines 6
September 2013

IDP Representative Forum to discuss
process plan and review analysis 18
September 2013

Council through the IDP review process
determines strategic objectives for service
delivery and development for next three-
year budgets including review of provincial
and national government sector and
strategic plans September — October 2012

Budget offices of
municipality determine
revenue projections and

proposed rate and service

charges and drafts initial
allocations to functions
and departments for the
next financial year after
taking into account
strategic objectives

Engages with Provincial
and National sector
departments on sector
specific programmes for
alignment with
municipalities plans

(schools, libraries, clinics,
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Administration -

Time Frames Mayor and Council Municipality and Entity
ExCo outreach 1 September to 30 water, electricity, roads,
October 2013 etc)
IDP Representative Forum to discuss and Accounting officer does

finalise outreach issues 26 November 2013| initial review of national
policies and budget plans
and potential price
increases of bulk
resources with function
and department officials

MFMA s 35, 36, 42;
MTBPS

Accounting officer reviews
and drafts initial changes

to IDP
MSA s 34
December Council finalises tariff (rates and service Accounting officer and
charges) policies for next financial year senior officials consolidate

and prepare proposed
budget and plans for next
financial year taking into
account previous year’'s

MSA s 74, 75
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Time Frames

Mayor and Council

Departmental sessions to discuss issues
raised in outreach and draft objectives,
strategies and project proposals 2-5
December 2013

IDP & Budget Steering Committee to
discuss departmental issues and develop
draft objectives, strategies and project
proposals 11 December 2013

IDP & Budget Steering Committee to
discuss issues and revise and develop draft
objectives, strategies and formulate draft
project proposals with sector departments
12- 13 December 2013

Administration -

Municipality and Entity

performance as per
audited financial
statements by 21
December 2012

January

Municipal strategic session 14-17 January
2014

Accounting officer reviews
proposed national and
provincial allocations to
municipality for
incorporation into the draft
budget for tabling.
(Proposed national and
provincial allocations for
three years must be
available by 20 January)

MFMA s 36

February

IGR Meeting to discuss project proposals
and budgets with sector departments 13
February 2014

IDP and Budget Steering Committee 19
February 2014

Accounting officer finalises
and submits to Mayor
proposed budgets and
plans for next three-year
budgets taking into
account the recent mid-
year review and any
corrective measures
proposed as part of the
oversight report for the
previous years audited
financial statements and
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Administration -

Time Fram M ran ncil .
ime Frames ayor and Counci Municipality and Entity

annual report

Accounting officer to notify
relevant municipalities of
projected allocations for
next three budget years
120 days prior to start of
budget year

MFMA s 37(2)

March

IDP Rep Forum to discuss draft IDP 5  Accounting officer reviews
March 2014 any changes in prices for
bulk resources as
communicated by 15

March
IDP & Budget Steering Committee meeting

to develop draft high level SDBIP 13 March| MEMA s 42
2014

Mayor  tables  municipality budget,
resolutions, plans, and proposed revisions
to IDP at least 90 days before start of
budget year

MFMA s 16, 22, 23, 87; MSA s 34

31 March 2014

April - May Directors to meet with departments and Accounting officer
draft  departmental SDBIP’s 5-23 April publishes tabled budget,
2014 plans, and proposed

revisions to IDP, invites
local community comment
and submits to NT, PT and
others as prescribed 1

Public hearings on the budget 17 April to | APril 2013
5 May 2014, and council debate. Council
considers views of the local community,
NT, PT, other provincial and national
organs of state and municipalities. Mayor

MFMA s 22 & 37; MSA
Ch 4 as amended
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Time Frames

Mayor and Council

Administration -

Municipality and Entity

to be provided with an opportunity to
respond to submissions during
consultation and table amendments for
council consideration MFMA s 23, 24;
MSA Ch 4 as amended

IDP & Budget Steering committee
meetings to discuss SDBIP and budget
submissions 6 May 2014

IDP Representative Forum to discuss
draft PMS targets 8 May 2014

Consultation with national and provincial
treasuries and finalise sector plans for
water, sanitation, electricity etc

MFMA s 21

Council to consider approval of budget
and plans at least 30 days before start of
budget year, 31 May 2014.

MFMA s 23, 24; MSA Ch 4 as amended

Council must approve annual budget by
resolution, setting taxes and tariffs,
approving changes to IDP and budget
related policies, approving measurable
performance objectives for revenue by
source and expenditure by vote before
start of budget year 31 May 2014

MFMA s 16, 24, 26, 53

Accounting officer assists
the Mayor in revising
budget documentation in
accordance with
consultative processes
and taking into account the
results from the third
quarterly review of the
current year

Accounting officer assists
the Mayor in preparing the
final budget
documentation for
consideration for approval
at least 30 days before the
start of the budget year
taking into account
consultative processes
and any other new
information of a material
nature
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Time Frames

Mayor and Council

Administration -

Municipality and Entity

June

Mayor must approve SDBIP within 28
days after approval of the budget and
ensure that annual performance contracts
are concluded in accordance with s 57(2)
of the MSA 26 June 2014.

Mayor to ensure that the annual
performance agreements are linked to the
measurable performance objectives
approved with the budget and SDBIP.
The mayor submits the approved SDBIP
and performance agreements to Council
30 June 2014, MEC for local government
and makes public within 14 days after
approval 14 July 2014.

MFMA s 53; MSA s 38-45, 57(2)

Council must finalise a system of
delegations.

MFMA s 59, 79, 82; MSA s 59-65

Accounting officer submits
to the mayor no later than
14 days after approval of
the budget a draft of the
SDBIP and annual
performance agreements
required by s 57(1)(b) of
the MSA (14 June 2014).

MFMA s 69; MSA s 57

Accounting officers of
municipality publishes
adopted budget and plans
14 July 2014

MFMA s 75, 87

Abbreviations: IDP - Integrated Development Plan; MFMA - Local Government: Municipal Finance
Management Act, No. 56 of 2003; MSA - Local Government: Municipal Systems Act, No. 32 of
2000, as amended; MTBPS - National Treasury annual publication, Medium Term Budget and
Policy Statement; NT - National Treasury; PT - Provincial Treasuries; SDBIP - Service Delivery
and Budget Implementation Plan

This is the fourth review of the 2011 — 2016 IDP as adopted by Council in May 2011. It started
in September 2013 after the tabling of the IDP Process Plan and the Budget Time Schedule for
the 2014/15 MTREF in August.
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The Municipality’s IDP is its principal strategic planning instrument, which directly guides and
informs its planning, budget, management and development actions. This framework is rolled
out into objectives, key performance indicators and targets for implementation which directly
inform the Service Delivery and Budget Implementation Plan. The Process Plan applicable to
the fourth revision cycle included the following key IDP processes and deliverables:

. Registration of community needs;

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

. Financial planning and budgeting process;

. Public participation process;

. Compilation of the SDBIP, and

. The review of the performance management and monitoring processes.

The IDP has been taken into a business and financial planning process leading up to the
2014/15 MTREF, based on the approved 2013/14 MTREF, Mid-year Review and adjustments
budget. The business planning process has subsequently been refined in the light of current
economic circumstances and the resulting revenue projections.

With the compilation of the 2014/15 MTREF, each department/function had to review the
business planning process, including the setting of priorities and targets after reviewing the mid-
year and third quarter performance against the 2012/13 Departmental Service Delivery and
Budget Implementation Plan. Business planning links back to priority needs and master
planning, and essentially informed the detail operating budget appropriations and three-year
capital programme.

2.1.2 Community Consultation

A full consultation process will be carried out during April 2014. During this process members of
the community will be afforded the opportunity to provide inputs and comments on the draft
budget presented to them. The comments and inputs will be reviewed and where viable the
proposed changes will be incorporated into the final budget to be approved by Council at the
end of May 2014.
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2.2 Overview of alignment of annual budget with IDP

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

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

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

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

The 2014/15 MTREF has therefore been directly informed by the IDP process and the following
tables provide the reconciliation between the IDP strategic objectives and operating revenue,
operating expenditure and capital expenditure.
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Table 25 MBRR Table SA4 - Reconciliation between the IDP strategic objectives and

budgeted revenue

Strategic Objective Goal Godl WM | 2 | 201213 | CurentYearaotyng | 2719 Medium Term Revenue &
Code Expenditure Framework

Audited Audited Audited Original Adjusted [ Budget Year | Budget Year { Budget Year

R thousand Outcome Outcome | Outcome Budget Budget 201415 +1 2015116 | +22016/17

Promote Good Governance within the Senqu Municipality OVERSIGHT GGPP03 - - - - - 6907 7208 7559

Making the municipal area more atiractive to investors, tourists and TOURISM / PERFORMANCE MANAGEMENT {LEDO1 / MTID11/ 2675 2526 4836 5571 5571 893 345 242

individuals / To increase the number and length of stay of foreign and AND REPORTING / INTEGRATED MTID13/

domestic tourists in Senqu municipal area by 2017 / To have an effective and {DEVELOPMENT PLANNING / RISK / GGPPO1,

Transparent performance driven organisation capable of effective service COMPLIANCE / COMMUNICATIONS, GGPP02/

delivery and sound administration / To undertake holistic integrated MARKETING, CUSTOMER CARE & PUBLIC {GGPP04 / LED02

development and spatial planning / To promote and instl good governance  {PARTICIPATION / LED / OVERSIGHT / GGPP03

practices within Senqu municipality / Promote compliance with legislation / To

promote interactive communication with customers around service delivery

issues / Create an conducive environment for existing, new and startup

business / Supportincome generating activites for the poor / Create an

conducive environment for existing, new and start-up business / Promote

Good Governance within the Senqu Municipality

To have an eflective and T driven SKILLS DEVELOPMENT (MTIDO1) / MTIDO1, MTIDO2, 81 115 2285 56 56 60 63 67

capable of effective service delivery and sound administration / To promote  |EMPLOYMENT EQUITY (MTIDO02)/ MTID03, MTIDO4,

effective and inspiring governance / To have an effective and Transparent RERUITMENT,SELECTION AND EMPLOYEE {MTID05, MTIDO6,

performance driven organisation capable of effective service delivery and MANAGEMENT (MTID03)/ EMPLOYEE MTIDO7, MTIDOS,

sound administration / To build a healthy, competent and effective workforce / | WELLNESS PROGRAMME (MTID04)/ MTID09, MTID10

To provide a healthy and safe working environment/ To promote fair Labour |OCCUPATIONAL HEALTH AND SAFETY

Practices / To eliminate the number of liigations against the municipality / To |(MTID05)/ LOCAL LABOUR FORUM(MTIDOS) /

provide manage municipal matters within prescribed legislations and policies / {LEGAL SERVICES(MTIDO7) / POLICIES AND

To provide for suitable and secure working conditions for municipal staffand |BY-LAWS (MTID08)/ BUILDINGS (MTID09)/

councillors / To safe guard municipal information in an effective manner RECORDS MANAGEMENT (MTID10)/

To provide adequate ofice space for staff OFFICE SPACE BDS13 - - - - - - - -

To ensure the efiicient and effctive procurement of goods and services / To | SUPPLY CHAIN MANAGEMENT, MFMVO1 / 70 569 83133 93178 96 102 95788 105511 126 088 125 870

manage, control and maintain all municipal assets according to MFMA ADMINISTRATION AND REPORTING / ASSET {MFMV02 /

regulations and good assets management practices / To become a financial  {MANAGEMENT / FINANCIAL MANAGEMENT {MFMV03 /

viable municipality that is able to account and report on all monies spentfor |/ PAYROLL / BUDGET COMPILATION / MFMV04 /

service delivery purposes / To ensure good pay roll management and REPORTING / IT') MFMV05 /

implementation / To provide a credible budget / To ensure that reporting is MFMV08 /

consistent with what s actually happening in the municipality and enhance MFMVO7

financial monitoring / To provide a reliable and effective ICT system /

To effectively manage the adherence of raffic rules within the municipality TRAFFIC BSDO1 - - - - - 2332 2472 2620

To maintain and upgrade existing access roads and stormwater / To maintain {ROADS BRIDGES AND TRANSPORT BSD02 / BSD12 - - - - - 3670 1795 1903

and improve the current network and public street lighting INFRASTUCTURE / ELECTRICITY

To undertake holistic integrated dev elopment and spatial planning SPATIAL PLANNING MTID12 10118 7944 579 21 415 440 466 494

To maintain and upgrade existing access roads and stormw ater ROADS BRIDGES AND TRANSPORT BSD02 34 350 28763 15387 25212 37 986 33950 35987 38 146

INFRASTUCTURE

Create an conducive environment for existing, new and start-up business /  {LED LED02 5079 2212 10 554 1287 3032 - - -

Support income generating activities for the poor / Create an conducive

environment for existing, new and start-up business

To maintain and improve the current netw ork and public street lighting ELECTRICITY BSD12 15830 29713 30 116 21753 27912 39 256 43559 45957

To provide economical and appropriate services for the poor FREE BASIC SERVICES BSD11 - - - - - (12 983) (14 022) (15 143)

To provide reading and study material / To provide and maintain parks and {LIBRARIES / PARKS AND PUBLIC OPEN BSD06 / BSDO7 / - - - - - 293 311 330

open spaces creating a pleasant environment for communities / To manage | SPACES / COMMONAGES AND ANIMAL BSD08 / BSD09

commonages and control stray animals within Senqu Municipality / To CONTROL / WASTE MANAGEMENT

provide efficient and economical refuse collection and recy cling services

To provide reading and study material LIBRARIES BSD06 1201 1201 1265

To provide and maintain community faciliies INDOOR RECREATIONAL COMMUNITY BSDO03 1283 1879 4151 5382 4797 1929 2045 2168

FACILITIES

To Maintain and effectively monitor Cemeteries Cemeteries BSD04 - - - - - 1468 1556 1649

To manage commonages and control stray animals within Senqu Municipality { COMMONAGES AND ANIMAL CONTROL BSD08 25 68 20 1033 725 26 28 29

To maintain and develop sports faciliies SPORTS BSD05 - 3306 3095 4793 5366 5688 6029 6391

To provide eficient and economical refuse collection and recy cling services | WASTE MANAGEMENT BSD09 4854 5458 7190 7904 7484 12725 14334 14832

Allocations to other priorities

Total Revenue (excluding capital transfers and contributions) 146 088 165 116 171 391 175115 189 133 203 366 229 465 234 3719
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Table 26 MBRR Table SA5 - Reconciliation between the IDP strategic objectives and

budgeted operating expendi

ture

Strategic Objective Goal Godl MOAT | M2 | 20243 | CurrentYearzogeg | 201415 Medium Term Revenue &
Code Expenditure Framework

Audited Audited Audited Original Adjusted | Budget Year | Budget Year | Budget Year

R thousand Outcome § Outcome Outcome Budget Budget 2014/15 +12015116 | +2 2016/17

Promote Good Governance within the Senqu Municipality OVERSIGHT GGPP03 - - - - - 26 675 27 344 21742

Making the municipal area more attractive to investors, tourists and individuals / i TOURISM / PERFORMANCE MANAGEMENT {LEDO1 / MTID11/ 14736 20223 19370 20 442 22759 13555 11555 12171

To increase the number and length of stay of foreign and domestic tourists in AND REPORTING / INTEGRATED MTID13/

Senqu municipal area by 2017 / To have an effective and Transparent DEVELOPMENT PLANNING / RISK / GGPPO1,

performance driven organisation capable of effective service delivery and sound { COMPLIANCE / COMMUNICATIONS, GGPP02 /

administration / To undertake holistic integrated development and spatial planning {MARKETING, CUSTOMER CARE & PUBLIC {GGPP04 / LED02

| To promote and instil good govemance practices within Senqu municipality /  {PARTICIPATION / LED / OVERSIGHT / GGPP03

Promote compliance with legislation / To promote interactive communication with

customers around service delivery issues / Create an conducive environment

for existing, new and startup business / Supportincome generating activities for

the poor / Create an conducive environment for existing, new and start-up

business / Promote Good Gov ernance within the Senqu Municipality

To have an eflective and T driven capable of { SKILLS DEVELOPMENT (MTIDO1) / MTIDO1, MTIDO2, 2478 6618 10 831 11639 13642 16 369 16 644 17852

effective service delivery and sound administration / To promote eflecive and ~ {EMPLOYMENT EQUITY (MTIDO02)/ MTIDO3, MTID04,

inspiring governance / To have an effective and Transparent performance driven {RERUITMENT,SELECTION AND EMPLOYEE {MTID05, MTIDOS,

organisation capable of effective service delivery and sound administration / To  {MANAGEMENT (MTID03)/ EMPLOYEE MTIDO7, MTIDO8,

build a healthy, competent and effective workforce / To provide a healthy and ~ { WELLNESS PROGRAMME (MTID04)/ MTID09, MTID10

safe working environment / To promote fair Labour Practices / To eliminate the {OCCUPATIONAL HEALTH AND SAFETY

number of litigations against the municipality / To provide manage municipal (MTIDOS)/ LOCAL LABOUR FORUM(MTIDOG) /

matiers within prescribed legislations and policies / To provide for suitable and ~ {LEGAL SERVICES(MTIDO7) / POLICIES AND

secure working conditions for municipal staff and councillors / To safe guard BY-LAWS (MTID08)/ BUILDINGS (MTID09)/

municipal information in an effective manner RECORDS MANAGEMENT (MTID10)/

To provide adequate office space for staff OFFICE SPACE BDS13 - - - - - - - -

To ensure the eficient and efictive procurement of goods and services / To SUPPLY CHAIN MANAGEMENT, MFMVO1 / 6748 7318 12887 15707 16 325 20 650 21892 23536

manage, control and maintain all municipal assets according to MFMA regulations {ADMINISTRATION AND REPORTING / ASSET {MFMV02 /

and good assets management practices / To become a financial viable MANAGEMENT / FINANCIAL MANAGEMENT {MFMV03 /

municipality that is able to account and report on all monies spent for service / PAYROLL / BUDGET COMPILATION / MFMVO4 /

delivery purposes / To ensure good pay roll management and implementation /  {REPORTING / IT ) MFMVO05 /

To provide a credible budget/ To ensure that reporting is consistent with what is MFMV06 /

actually happening in the municipality and enhance financial monitoring / To MFMVO7

provide a reliable and effective ICT system /

To effectively manage the adherence of traffic rules within the municipality TRAFFIC BSDO1 - - - - - 4844 5251 5679

To maintain and upgrade existing access roads and stormwater / To maintain ~ {ROADS BRIDGES AND TRANSPORT BSD02 / BSD12 - - - - - 6824 732 7837

and improve the current network and public street lighting INFRASTUCTURE / ELECTRICITY

To undertake holistic integrated dev elopment and spatial planning SPATIAL PLANNING MTID12 10733 6975 1414 1958 1836 11590 2888 1823

To maintain and upgrade existing access roads and stormwater ROADS BRIDGES AND TRANSPORT BSD02 33467 33462 28797 33802 30393 20 934 29152 31936

INFRASTUCTURE

Create an conducive environment for existing, new and start-up business / LED LED02 8577 6841 9732 12479 12712 6480 6998 7558

Support income generating activities for the poor / Create an conducive

environment for existing, new and start-up business

To maintain and improv e the current network and public street lighting ELECTRICITY BSD12 18 351 22695 29 203 35883 36 344 36 356 41051 42691

To provide economical and appropriate services for the poor FREE BASIC SERVICES BSD11 - - - - - - - -

To provide reading and study material / To provide and maintain parks and open iLIBRARIES / PARKS AND PUBLIC OPEN BSD06 / BSDO7 / - - - - - 3671 3974 4293

spaces creating a pleasant environment for communities / To manage SPACES / COMMONAGES AND ANIMAL BSD08 / BSD09

commonages and control stray animals within Senqu Municipality / To provide {CONTROL / WASTE MANAGEMENT

efficient and economical refuse collection and recycling services

To provide reading and study material LIBRARIES BSD06 - - - - - 1200 1201 1264

To provide and maintain community facilities INDOOR RECREATIONAL COMMUNITY BSD03 5122 5073 5864 10 182 8133 6140 5440 4260

FACILITES

To Maintain and effectively monitor Cemeteries Cemeteries BSD04 - - - - - 181 199 218

To manage commonages and control stray animals within Senqu Municipaliy ~— {COMMONAGES AND ANIMAL CONTROL BSD08 355 328 242 637 i 73 52 57

To maintain and develop sports facilities SPORTS BSD05 193 47 122 348 528 430 47 516

To provide efficient and economical refuse collection and recy cling services WASTE MANAGEMENT BSD09 7716 8251 10323 14 387 12634 13609 14799 16 000

Allocations to other priorities

Total Expenditure 109 700 117 831 128 785 157 465 156 024 189 580 196 232 205 435
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Table 27 MBRR Table SA6 - Reconciliation between the IDP strategic objectives and

budgeted capital expenditure

Strategic Objective Goal Goal Code 2010111 2011112 2012113 Current Year 2013/14 2014/15 Medium Term Revenue &
Audited Audited Audited Original Adjusted | Budget Year { Budget Year | Budget Year

R thousand Outcome | Outcome | Outcome Budget Budget 201415 +12015116 | +22016/17
Promote Good Gov emance within the Senqu Municipality OVERSIGHT GGPPO3 - - - - - 1770 70 -
Making the municipal area more affractive to investors, tourists and individuals / i TOURISM / PERFORMANCE MANAGEMENT {LEDO1 / MTID11 1289 102 714 1625 825 1190 - -
To increase the number and length of stay of foreign and domestic tourists in AND REPORTING / INTEGRATED /MTID13/
Senqu municipal area by 2017 / To have an eflective and Transparent DEVELOPMENT PLANNING / RISK / GGPPO1,
performance driven organisation capable of effective service delivery and sound {COMPLIANCE / COMMUNICATIONS, GGPP02/
administration / To undertake holistic integrated dev elopment and spatial planning {MARKETING, CUSTOMER CARE & PUBLIC {GGPPO4/
| To promote and insil good governance practices within Senqu municipality /  :PARTICIPATION / LED / OVERSIGHT LEDO2 /
Promote compliance with legislation / To promote interactive communication with GGPPO3
customers around service delivery issues / Create an conducive environment
for existing, new and start-up business / Support income generating actvities for
the poor / Create an conducive environment for existing, new and start-up
business / Promote Good Governance within the Senqu Municipality
To have an effective and Transparent p driven capable of ; SKILLS DEVELOPMENT (MTIDO1) / MTIDO1, 9546 6011 2191 4400 9700 650 - -
effective service delivery and sound administration / To promote eflecive and ~ {EMPLOYMENT EQUITY (MTIDO02)/ MTID02,
inspiring governance / To have an eflective and Transparent performance driven {RERUITMENT, SELECTION AND EMPLOYEE {MTIDO3,
organisation capable of effective service delivery and sound administration / To  {MANAGEMENT (MTID03)/ EMPLOYEE MTID04,
build a healthy, competent and eflective workforce / To provide a healthy and ~ {WELLNESS PROGRAMME (MTIDO04)/ MTIDOS,
safe working environment / To promote fair Labour Practices / To eliminate the {OCCUPATIONAL HEALTH AND SAFETY MTIDOS,
number of litigations against the municipality / To provide manage municipal (MTIDO5)/ LOCAL LABOUR FORUM(MTIDO6) / {MTIDO7,
maters within prescribed legislaions and policies / To provide for suitable and ~ {LEGAL SERVICES(MTIDO7) / POLICIES AND  {MTIDOS,
secure working conditions for municipal staff and councillors / To safe guard BY-LAWS (MTID08)/ BUILDINGS (MTID09)/  {MTID09, MTID10
municipal information in an eflective manner RECORDS MANAGEMENT (MTID10)/
To provide adequate office space for staff OFFICE SPACE BDS13 - - - - - 6300 1500 -
To ensure the efficient and efictive procurement of goods and services / To SUPPLY CHAIN MANAGEMENT, MFMVO1/ 615 467 330 500 500 800 750 400
manage, control and maintain all municipal assets according to MFMA regulations {ADMINISTRATION AND REPORTING / ASSET {MFMV02 /
and good assets management practices / To become a financial viable MANAGEMENT / FINANCIAL MANAGEMENT {MFMV03 /

ipality that is able to account and report on all monies spent for service |/ PAYROLL / BUDGET COMPILATION / MFMVO4 /
delivery purposes / To ensure good payroll management and implementation /  {REPORTING / IT ) MFMVO5 /
To provide a credible budget / To ensure that reporting is consistent with what is MFMVO6 /
actually happening in the municipality and enhance financial monitoring / To MFMVO7
provide a reliable and eflective ICT system /
To effectively manage the adherence of traffic rules within the municipality TRAFFIC BSDO1 - - - - - 600 200 -
To maintain and upgrade existing access roads and stormwater / To maintain ~ {ROADS BRIDGES AND TRANSPORT BSD02 / BSD12 16705 21716 18 947 25714 37 7% 810 2416 290
and improve the current netw ork and public street lighting INFRASTUCTURE / ELECTRICITY
To undertake holistic integrated dev elopment and spatial planning SPATIAL PLANNING MTID12 - - - - - 490 1095 1160
To maintain and upgrade existing access roads and stormw ater ROADS BRIDGES AND TRANSPORT BSD02 - - - - - 15406 29 363 31705

INFRASTUCTURE
Create an conducive environment for existing, new and start-up business / LED LED02 1071 837 7319 100 210 - - -
Support income generating activities for the poor / Create an conducive
environment for existing, new and start-up business
To maintain and improve the current network and public street lighting ELECTRICITY BSD12 229 1317 775 3920 3750 5130 14938 3880
To provide economical and appropriate services for the poor FREE BASIC SERVICES BSD11 - - - - - - - -
To provide reading and study material / To provide and maintain parks and openiLIBRARIES / PARKS AND PUBLIC OPEN BSD06 / BSDO7 - - - - - 100 700 -
spaces creafing a pleasant environment for communities / To manage SPACES / COMMONAGES AND ANIMAL / BSDO8 /
commonages and control stray animals within Senqu Municipality / To provide  §CONTROL / WASTE MANAGEMENT BSD09
efficient and economical refuse collection and recy cling services
To provide reading and study material LIBRARIES BSD06 - - - - - - - -
To provide and maintain community facilifies INDOOR RECREATIONAL COMMUNITY BSD03 11 89 2868 7850 6255 3170 8 460 1500
FACILITIES

To Maintain and eflectively monitor Cemeteries Cemeteries BSD04 - - - - - 5000 3310 3360
To manage commonages and control stray animals within Senqu Municipality i COMMONAGES AND ANIMAL CONTROL BSD08 - - - 2608 1600 100 250 250
To maintain and develop sports facilities SPORTS BSD05 - 2314 2781 4793 5366 8818 2325 5875
To provide eficient and economical refuse collection and recycling services WASTE MANAGEMENT BSD09 12 17 1741 4970 4430 5872 5362 2860
Allocations to other priorities
Total Capital Expenditure 31677 38 960 37 665 56 480 70490 56 206 70739 51281
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Measurable performance objectives and indicators

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

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

The following table provides the main measurable performance objectives the municipality
undertakes to achieve this financial year.
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Table 28 MBRR Table SA7 - Measurable performance objectives

2014/15 Medium Term Revenue &

2010/11 2011112 2012/13 Current Year 2013/14 .
s . Expenditure Framework
Description Unit of measurement
Audited Audited Audited Original Adjusted | Budget Year | Budget Year : Budget Year
Outcome Outcome Outcome Budget Budget 2014/15 +12015/16 : +22016/17
Vote 3 - Corporate Services
Function 1 - Buildings
Sub-function 1 - Other Buildings
Building Completion of project 563 - - 4000 9000 - - -
Extention Offices Completion of project - - - - - 4500 - -
Office Renovations Completion of project - - - - - 1500 1500 -
Vote5 - Road Transport
Function 1 - Roads
Sub-function 1 - Acces Roads
Completion of project to
the specification of the
Construction Access Roads: Wards 1, 2& 3 |engineers - 482 349 - - - - -
Completion of project to
the specification of the
Access Roads engineers - 1022 1811 18 554 9720 1159 2317 9935
Completion of project to
the specification of the
Constr Access Roads Wards 7,8,9&12 (Ph 4)  |engineers - - 2340 - 6195 - - -
Completion of project to
the specification of the
Access Roads Ward 15 engineers - - - - 3790 - - -
Completion of project to
the specification of the
Roads Ward 19 engineers - - - - 3500 - - -
Completion of project to
the specification of the
Roads & Street Paving Ward 1 engineers - - - - 2000 752 739 -
Completion of project to
the specification of the
Access Roads (Maqolweni) engineers - - - - - 821 1680 860
Completion of project to
the specification of the
Access Roads (Mbobo) engineers - - - - - 605 1255 650
Completion of project to
the specification of the
Access Roads 7, 8, 9 & 12 (Ph 4c) engineers - - - - - 2731 3058 6 300
Sub-function 2 - Surfaced Roads
Completion of project to
the specification of the
Surfaced Roads engineers - 2914 - - 3685 - - -
Completion of project to
the specification of the
Roads & Streets (Ph 1) engineers - - - - - 2140 2102 -
Completion of project to
the specification of the
Roads & Streets (Ph 2) engineers - - - - - 1820 3607 1789
Completion of project to
the specification of the
Roads & Streets (Ph 1) (MUN FUND) engineers - - - - - - 1691 -
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2014/15 Medium Term Revenue &

2010/11 2011112 2012/13 Current Year 2013/14 i
_n . Expenditure Framework
Description Unit of measurement
Audited Audited Audited Original Adjusted | Budget Year ; Budget Year ; Budget Year
Outcome Outcome Outcome Budget Budget 2014/15 +12015/16 | +22016/17
Function 2 - Taxi Ranks
Sub-function 1 - Taxi Ranks
Sterkspruit Taxi Rank Fully functional taxi rank 270 10127 1027 - 1219 - - -
Function 3 - Bridges
Sub-function 1 - Bridges
Completion of project to
the specification of the
Bridges engineers - - 1572 1000 712 - - -
Completion of project to
the specification of the
Box Culvert River Crossing engineers - - - - - 1668 1639 -
Completion of project to
the specification of the
Pedestrian Bridge engineers - - - - - 1466 2906 1441
Completion of project to
the specification of the
Bridge (Maggadanyana to Danger's Hook JSS) |engineers - - - - - - - 2500
Completion of project to
the specification of the
Bridge (Majuba to Bultfontein) engineers - - - - - - - 2500
Function 4 - Buildings
Sub-function 1 - Other Buildings
Renov ation of Traffic
Renovation BE Traffic Station Station to specifications - - - 1400 1400 - - -
Vote6 - Waste Water Management
Function 1 - Storm Water
Sub-function 1 - Infrastructure
Acceptable stormw ater
Khwezi Storm Water (Phase I1) drainage system 13 648 12 488 - - - - - -
Vote9 - Community & Social Services
Function 1 - Community Halls
Sub-function 1 - Buildings
Completion of the hall to
Community Halls specifications - - 1942 2850 1797 - - -
Renovation of the hall to
Renovations: Community Halls specifications - - 439 2100 1600 - 1500 1500
Renov ation of the hall to
Community Hall - Ward 3 specifications - - - - - 170 - -
Renovation of the hall to
Community Hall - Ward 9 specifications - - - - - 1000 2300 -
Renovation of the hall to
Community Hall - Ward 12 specifications - - - - - 1000 2300 -
Renovation of the hall to
Community Hall - Ward 18 specifications - - - - - 1000 2300 -
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2014/15 Medium Term Revenue &

2010/11 2011/12 2012/13 Current Year 2013/14 )
L R Expenditure Framework
Description Unit of measurement
Audited Audited Audited Original Adjusted Budget Year ;| Budget Year ;| Budget Year
Outcome Outcome Outcome Budget Budget 2014/15 +1 2015/16 +2 2016/17
Function 2 - Cemetries
Sub-function 1 - Cemetries
Completion of the
cemeteries to
Cemeteries specifications - - 286 900 1368 - - 2121
Fencing of the
cemeteries to
Fencing: Cemeteries specifications - - - 1400 1 000 1200 1 000 -
Completion of the
cemeteries to
Cemeteries - Ward 3 (Musong) specifications - - - - - 400 350 -
Completion of the
cemeteries to
Cemeteries - Ward 3 (Qhoboshane) specifications - - - - - 400 350 -
Completion of the
cemeteries to
Cemeteries - Ward 6 specifications - - - - - 400 350 -
Completion of the
cemeteries to
Cemeteries - Ward 10 specifications - - - - - 200 - -
Completion of the
cemeteries to
Cemeteries - Ward 11 specifications - - - - - 200 - -
Completion of the
cemeteries to
Cemeteries Ward All specifications - - - - - 1000 1260 1240
Completion of the
cemeteries to
Extention Cemetery Barkly East specifications - - - - - 1200 - -
Vote10 - Sport & Recreation
Function 1 - Sport Facilities
Sub-function 1 - Sport Facilities
Fully functional sport
Sport Facilities faciliies - 2374 2781 4793 4 366 - - -
Upgrading of sport
Upgrading Sport Facility-Barkly East faciliies - - - 1000 - - -
Fully functional sport
Sport Field Lighting - Ward 10 faciliies - - - - - 709 - -
Fully functional sport
Sport Field Ward 2 faciliies - - - - - - - 2700
Fully functional sport
Sport Field Ward 13 faciliies - - - - - - 2325 3175
Fully functional sport
Sport Field - Ward 19 faciliies - - - - - 8 109 - -
Vote12 - Electricity
Function 1 - Electricity distribution
Sub-function 1 - Infrastructure
Completion of project to
satisfy specifications of
Transmission & Reticulation the engineers 1149 1232 71 3400 3010 2350 11700 -
Vote13 - Waste Management
Function 1 - Refuse
Sub-function 1 - Waste sites
Infrastructure
Completion of project to
satisfy specifications of
Solid Waste Sites the engineers 112 117 - 1250 830 - - -
Completion of project to
satisfy specifications of
Solid Waste site - Ward 10 the engineers - - - - - 1808 1926 -
Completion of project to
satisfy specifications of
Solid Waste site - Ward 11 the engineers - - - - - 1563 1570 -
Completion of project to
satisfy specifications of
Solid Waste site - Ward 15 the engineers - - - - - 592 594 -
Completion of project to
satisfy specifications of
Solid Waste site - Ward 16 the engineers - - - - - 589 592 -
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The following table sets out the municipalities main performance objectives and benchmarks for
the 2014/15 MTREF. (Derived from the National Treasury formats which is different from the
Western Cape Provincial Treasury’s formats).

Table 29 MBRR Table SA8 - Performance indicators and benchmarks

201011 | 2011712 | 201213 | Current Year 201314 | 214/15 Medium Term Revenue &
Expenditure Framework
Description of financial indicator Basis of calculation ) ) ) . ) Budget Budget Budget
Audited Audited Audited Original | Adjusted
Year Year +1 Year +2
Outcome | Outcome | Outcome Budget Budget 201415 2015116 2016117
Borrowing Management
Credit Rating r -7 -7 -r - -r -r -7 -
Capital Charges to Operating Ex penditure Interest & Principal Paid 1.7% 1.7% 1.5% 1.6% 1.6% 1.3% 1.3% 1.3%
/Operating Ex penditure
Capital Charges to Own Revenue Finance charges & Repay ment of 6.7% 5.6% 4.1% 6.7% 6.4% 6.4% 6.3% 6.2%
borrowing /Own Revenue
Borrow ed funding of ‘own' capital expenditure  jBorrowing/Capital ex penditure 49.7% 1.8% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
excl. transfers and grants and
contributions
Safety of Capital
Gearing Long Term Borrowing/ Funds & 24.7% 17.1% 12.5% 16.5% 1.7% 13.5% 15.8% 14.8%
Reserves
Liquidity
Current Ratio Current assets/current liabilities 3.4 5.1 47 5.9 13.7 10.1 7.6 6.9
Current Ratio adjusted for aged debtors Current assets less debtors > 90 3.4 5.1 4.7 5.9 13.7 10.1 7.6 6.9
Liquidity Ratio Monetary Assets/Current 3.1 4.3 4.2 4.5 11.5 7.9 55 4.8
Liabilities
Revenue Management
Annual Debtors Collection Rate (Payment Level {Last 12 Mths Receipts/Last 12 0.0% 202.5% 103.9% 86.9% 92.6% 385.3% 93.9% 93.8%
%) Mths Billing
Current Debtors Collection Rate (Cash receipts 202.5% 103.9% 86.9% 92.6% 84.4% 93.9% 93.8% 93.6%
Outstanding Debtors to Revenue Total Outstanding Debtors to 6.1% 12.5% 9.6% 13.3% 11.1% 11.0% 10.3% 10.9%
Annual Revenue
Creditors Management
Creditors System Effciency % of Creditors Paid Within Terms [ 0.0% | 0.0% | 00% [ 00% 00% [ 00% { 00% | 00%
(within' MFMA' s 65(e))
Creditors to Cash and Investments 1.7% 4.4% 1.1% 4.5% 1.7% 2.5% 3.6% 4.1%
Other Indicators
Electicity Distibuton Losses (2) Total Volume Losses (kW) 5561808 3674 5276 0 0 0 0 0
Total Cost of Losses (Rand '000) 2 986 2 255 3947 - - - — _
% Volume (units purchased and
generated less units sold)/units
purchased and generated 23.9% 14.9% 20.6% 0 0 0 0 0
Employ ee costs Employ ee costs/(Total Revenue -[  20.0% 21.8% 25.5% 39.6% 33.6% 33.6% 33.6% 35.3%
capital revenue)
Remuneration Total remuneration/(Total 25.4% 27.7% 31.2% 46.2% 40.3% 40.3% 0.0% 42.0%
Revenue - capital revenue)
Repairs & Maintenance R&M/(Total Revenue excluding 21% 2.4% 1.6% 2.2% 2.4% 2.4% 0.0% 5.3%
capital revenue)
Finance charges & Depreciation FC&D/(Total Revenue - capital 9.2% 9.3% 9.3% 11.6% 1.7% 1.7% 1.7% 11.8%
revenue)
IDP regulation financial viability indicators
i. Debt coverage (Total Operating Revenue - 3.7 4.3 5.5 45 4.5 4.5 49 5.7
Operating Grants)/Debt service
ii.O/S Service Debtors to Revenue Total outstanding service 43.2% 72.0% 50.1% 72.1% 61.9% 61.9% 61.9% 62.5%
debtors/annual revenue received
for services
iii. Cost coverage (Available cash + 20.3 19.6 20.6 8.2 11.4 11.4 16.0 7.3
Investments)/monthly fixed
operational ex penditure
March 2014 67




¥ Sengu Municipality 2014/15 Annual Budget and MTREF

Performance indicators and benchmarks

2.2.1.1 Borrowing Management

Capital expenditure in local government can be funded by capital grants, own-source revenue
and long term borrowing. The ability of a municipality to raise long term borrowing is largely
dependent on its creditworthiness and financial position. As with all other municipalities, Senqu
Municipality’s borrowing strategy is primarily informed by the affordability of debt repayments.

The structure of the Municipality’s debt portfolio is dominated by annuity loans. The following
financial performance indicators have formed part of the compilation of the 2013/14 MTREF:

. Capital charges to operating expenditure are a measure of the cost of borrowing in
relation to the operating expenditure. It can be seen that the cost of borrowing has
steadily decreased from 1,6 per cent in 2013/14 to 1,3 per cent in 2016/17. This
decrease can mainly be attributed to an increase in operating expenditure over the
MTREF resulting in the ratio declining over the period.

. Borrowing funding of own capital expenditure measures the degree to which own capital
expenditure (excluding grants and contributions) has been funded by way of borrowing.
The municipality does not intend borrowing any money during the MTREF period.

2.2.1.2 Safety of Capital

. The gearing ratio is a measure of the total long term borrowings over funds and
reserves. A ratio in the region of 50% is a general benchmark and the municipality is
currently on 11,7 per cent and increasing to 14,8 per cent by 2016/2017. This is again a
clear indication of the municipality’s financial strength.

2.2.1.3 Liquidity

. Current ratio is a measure of the current assets divided by the current liabilities and as a
benchmark the Municipality has set a limit of 2, hence at no point in time should this ratio
be less than 2. This ratio is above this norm set for the entire MTREF as depicted below.
There are however a rapid decline as a result of the declining cash resources at the
Senqu Municipality.
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Current Ratio
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. The liquidity ratio is a measure of the ability of the municipality to utilize cash and cash
equivalents to extinguish or retire its current liabilities immediately. Ideally the
municipality should have the equivalent cash and cash equivalents on hand to meet at
least the current liabilities, which should translate into a liquidity ratio of 1. Anything
below 1 indicates a shortage in cash to meet creditor obligations. For the 2013/14
financial year the ratio was 11,5 and this ratio is projected to decline to 4,8 in 2016/17.
Although these ratios are still considered to be healthy, the municipality should put in
place measures to stem the downward trend in the liquidity ratio.

2.2.1.4 Revenue Management

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

2.2.1.5 Creditors Management

. The Municipality has managed to ensure that creditors are settled within the legislated
30 days of invoice. While the liquidity ratio is of concern, by applying daily cash flow
management the municipality has managed to ensure a 100 per cent compliance rate to
this legislative obligation. This has had a favourable impact on suppliers’ perceptions of
risk of doing business with the Municipality, which is expected to benefit the Municipality
in the form of more competitive pricing of tenders, as suppliers compete for the
Municipality’s business.
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2.2.1.6 Other Indicators

The electricity distribution losses have been managed downwards from 23,9 per cent in
the 2010/11 financial year to 14,9 per cent in 2011/12. The municipality invested in
infrastructure to reduce this high level, and the fruits of such investment were already
obvious in the year of implementation i.e. 2010/2011. In 2012/13 electricity distribution
losses however increased to 20,6 per cent. Reductions are expected for the current
year and the MTREF period and the target is to bring this down to a more acceptable
level of 10%. The initiatives to ensure these targets are achieved include managing
illegal connections and theft of electricity by rolling out smart metering systems, including
prepaid meters.

Employee costs as a percentage of operating revenue remains relatively constant over
the MTREF at approximately 34 per cent. As discussed previously in this report, the
employee related costs at the municipality is in line with the benchmarks set in the
Western Cape.

Repairs and maintenance as percentage of operating revenue is increasing owing
directly to cost drivers such as bulk purchases and employee costs. The expenditure on
repairs and maintenance is well below acceptable levels, but the actual cost will only be

determined when a costing system is implemented.

2.3 Overview of budget related-policies

The Municipality’s budgeting process is guided and governed by relevant legislation,
frameworks, strategies and related policies. As per section 21 of the MFMA All Budget related
Policies where reviewed and in certain cases amended. A List of All Budget Related Policies

can be seen below.

Policy Name Date Reviewed Amendments Made
Asset Management and Insurance Policy March 2014 No
Borrowing & Funding & Reserves Policy March 2014 No
Cash Management Banking Investment March 2014 Yes
Policy

Credit Control & Debt Collection Policy March 2014 Yes
Free Basic Services & Indigent Subsidy March 2014 Yes
Support POLICY

Property Rates & Valuation Policy March 2014 No
Supply Chain Management POLICY March 2014 Yes
Tariff & Services Policy March 2014 No

The Following Amendments were made to the Policies as listed above
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2.3.1 Cash and Investments Management Policy
e Under the definitions of accounting officer, annual report, approved budget and chief
financial officer - the words Public Financial Management Act is replaced by Municipal
Finance Management Act.
2.3.2 Credit Control and Debt Collection Policy

Under the definitions of arrears - the words “and for which no arrangement has been
made” is removed.

credit control (d) - the wording “to all consumers” is to read “to consumers”.

municipal services - the word “traffic” is added.

tampering - the words “piping, wiring and connections” are added.

Under item (1) - Principles paragraph (h) - the words “damage and” is added.
Under paragraph (m) — “the National Credit Rating List” is replaced by “a credit bureau”.
Under the item (2.1) — duties of council — paragraph (c) the word sufficient is removed.-

Under the item (2.3) — Duties and Functions of Communities, Ratepayers and Residents
paragraph (f) — the word “infrastructure” is added.

Under the item (5)(a) - Customer Service Agreements — the words “this policy as well as”
is removed and under paragraph (iii) to be replaced to read as “ To consent / agree that
council may conduct a credit bureau verification, of his credit records for purposes of
data updating, tracing, listing and other collections activities. Item number (v) is to be
removed.

Under item (6) — Deposits and Guarantees at item (ix) - the words “are to” is replaced by

may”.

Under item (7) - Accounts and Billing paragraph (h)(ii) insert the words "direct deposits.”
Also insert the word regarding interest “with exception of organs of state”

Under item (8) — Metering of Consumable Services paragraph (b) Insert the words
“preferred by the municipality”.

Under item (9) - Valuation of Properties — insert the words “noting the allowable
exemptions”

Under item (10.2) — Arrangements for Settlements — Paragraph (d) Insert the words “the
CFO or his representative” and remove the words Accounting Officer (Municipal
Manager). Under paragraph (e) & (j) insert the words “or his designate”

Under item (12) Payment Facilities and Methods — paragraph (h) insert the words “for
more than 90 days”. Under paragraph (j) rephrase the paragraph to read “The
Municipality may enter into agreement with businesses, other government institutions
and their employees for the business to periodically deduct from and pay over to the
Municipality an amount against the municipal service account due and owing by the
employee”.

Under item (13) - Enquiries and Appeals — paragraph (a) “pay point operated by the
municipality”
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e Under item (16) — Debt collection — first paragraph remove the words “without exception
and” under paragraph ( ¢) insert the words “as determined by the Municipal Manager or
his representative” Under item (i) first paragraph the words “letter of” will replace the
word “final’. The second paragraph is to be rephrased to read “Should no response be
received on the letter of demand the responsible financial officials should investigate and
perform collection activities that include tracing and listing of defaulting payers with the
credit bureau. Tracing activities should also be performed on all returned mail and debtor
information should be updated through accessing other databases”.

e Under item (17) — the second paragraph — insert the words “debt collection unit” in the
first sentence and insert the words “and or councils in-house debt collection unit if
provided by the municipality as well as the words “and further legal action”, the word
“available” must be removed. The third paragraph must be rephrased to read “Councils
appointed attorneys for the purpose of arrear collections and legal action should be used
and monitored by the CFO or his designate. The CFO or his designate must compare
the success of attorneys and their cost”

e Under the paragraph called “Legal steps are taken to collect arrears in the following
cases: ltem (a) the words “and other restrictive” must be inserted and on item (b) the
words “or where a special circumstance is prevalent” must be inserted. Insert also
paragraph (c) “The account administration on accounts handed over will be guided by
the superseding legislation”

e Under the heading of “The council or an appointed attorney may take the following
actions:” item (b) should read “referred to the suitably qualified legal appointed panel of
representatives.” Under item (f) the word “major’ must be removed. The words “obtained
and’ must be inserted on the last sentence.

e Under item (22) - Estate Accounts — the first sentence is to be rephrased to read “In the
event of a deceased client the Municipality must notify and request the legal occupants
of the household to sign a new service agreement within a certain time period
determined by the municipal manager or his representative.”

e Under item (24) - Theft and Fraud — at paragraph (c) insert the word “at least 90 days or
other”

e Under item (27) — Application of the policy — Remove the last sentence.

¢ Inclusion of the following clause “Council reserves the right to write off debt deemed as
irrecoverable prior to handing debt over to attorneys and other processes” This clause to
be implemented with immediate effect.
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234

Free Basic Services and Indigent Subsidy Support Policy

Under item (5.1) Insert the following at the end “which stands at R2540.00”

Under item (6.3.7) Remove the words “willingness to give consent for”

Under item (6.4) Insert the words Municipality, through a verification committee” and
remove Accountant: Revenue.

Under item (6.4.1) Insert the words “for the financial year” at the end of the sentence and
remove the words “as well as to determine dates when these existing applicants should
be reviewed;”

Under item (6.4.3) on the last sentence insert the words “municipality’s verification
committee” and remove Accountant Revenue.

Under item (7.4.1) — Property Rates- rephrase to read “The rates policy of council
exempt the first R60 000 value of rateable property for all owners. Other related matters
will be as per the property rates policy”. Remove the last sentence

The application Form is also amended to make room for all occupants of a particular
stand for which the application relates to.

7.4.6 — (a) the arrears be subsidised as a once off , the subsidy will be once off subsidy
ito this subsidy and (b) add the words in relation to the arrears that is subsidised once
off.

SCM Policy

Under section 19 Competitive bidding process the Inclusion of [5] [1] the Phrase to be included “
That All Variation Orders as described in Number [5] above, with a total Contract Value Under
10 Million be approved by the Adjudication Committee and with a total Contract Value over 10
Million be approved by the Accounting Officer

2.35

Challenges

Potential Service Delivery inefficiencies may result if proposed amendments are not adopted.

2.3.6

Financial Implications

Potential Financial losses may occur if policies are not amended due to inefficiencies left
unaddressed.

2.3.7

Legal Implications

To comply with Section 21 (1) (b) (ii) of the Municipal Finance Management Act 56 of 2003

2.3.8

Recommendations

That the Committee Members take note of the Reviewal of all the Budget Related Policies and
the recommend that the amendments as listed above be adopted with the approval of the
2014 _15 MTREF
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2.4 Overview of budget assumptions

2.4.1 External factors

Domestically, after five years of strong growth, during which about two million jobs were
created, the economy shrank fast and millions of people lost their jobs. It is expected that
recovery from this deterioration will be slow and uneven and that growth for 2014 will minimal
with a slightly better growth in the outer years.

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

2.4.2 General inflation outlook and its impact on the municipal activities

The inflation outlook for South Africa is indicated below and has been taken into consideration in
the compilation of the 2014/15 MTREF.

Fiscal year 7012 2013 2014 3015 2015
Actual Estimate Forecast
CPlInflation 5 7% 5.9% 5 6% 5.49% 5.4%

Source: Medium Term Budget Policy Statement 2013

A weak currency resulting in significant increases in the Rand price of imports (i.e. oil) is placing
pressure on the CPI inflation rate.

2.4.3 Credit rating outlook

The credit outlook of South Africa remained under pressure. This could be attributed to the
numerous violent protest actions in the various sectors of the South African economy. Most
recently, the mining and agricultural sectors were negatively affected by these actions. This
made South Africa less attractive to foreign investors and now, unlike in the past, South Africa is
not seen as the most attractive investment country on the Africa continent.

Interest rates for borrowing and investment of funds

On 30 January 2014 the South African Reserve Bank increased its lending rate by 50 basis
points. It is expected that interest rates will be increased further in the near future to ensure that
inflation targets remain within the upper limits of 6 per cent.
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2.4.4 Collection rate for revenue services

The base assumption is that tariff and rating increases will increase at a rate slightly higher that
CPI over the long term. It is also assumed that current economic conditions, and relatively
controlled inflationary conditions, will continue for the forecasted term.

The rate of revenue collection is currently expressed as a percentage (85 per cent) of annual
billings. Cash flow is assumed to be 95 per cent of billings. The performance of any increased
collections or arrear collections will however only be considered a source of additional cash in-
flow once the performance has been carefully monitored.

2.4.5 Growth or decline in tax base of the municipality

Debtor’'s revenue is assumed to increase at a rate that is influenced by the consumer debtor’'s
collection rate, tariff/rate pricing, real growth rate of the Municipality, household formation
growth rate and the poor household change rate.

Household formation is the key factor in measuring municipal revenue and expenditure growth,
as servicing ‘households’ is a greater municipal service factor than servicing individuals.
Household formation rates are assumed to convert to household dwellings. In addition the
change in the number of poor households influences the net revenue benefit derived from
household formation growth, as it assumes that the same costs incurred for servicing the
household exist, but that no consumer revenue is derived as the ‘poor household’ limits
consumption to the level of free basic services.

2.4.6 Salary increases

Municipalities must take into account the multi-year Salary and Wage Collective Agreement for
the period 1 July 2012 to 30 June 2015. The agreement provides for a wage increase based on
the average CPI for the period 1 February 2013 until 31 January 2014, plus 1 per cent for
2014/15 financial year (with effect of 1 July 2014).

Considering that municipalities will be preparing and finalising their respective 2014/15 MTREF
for tabling as per the MFMA prior to the announcement of the final CPI for the relevant period,
municipalities must provide for assumed budget growth as it relates to employee related costs.

In this regard municipalities were advised that the average CPI for the period November 2012 to
October 2013 is 5.8 per cent which compares well to the estimate of 5.9 per cent for 2013 as
provided for in the 2013 Medium Term Budget Policy Statement.

Municipalities were therefore advised by the National Treasury to provide for increases related
to salaries and wages as follows:

2014/15 Financial Year — 6.8 per cent (5.8 per cent plus 1 per cent)
2015/16 Financial Year — 6.4 per cent (5.4 per cent plus 1 per cent)
2016/17 Financial Year — 6.4 per cent (5.4 per cent plus 1 per cent)
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2.4.7 Impact of national, provincial and local policies

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

. Creating jobs;

. Enhancing education and skill development;
. Improving Health services;

. Rural development and agriculture; and

. Fighting crime and corruption.

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

2.4.8 Ability of the municipality to spend and deliver on the programmes
It is estimated that a spending rate of at least 97 per cent is achieved on operating expenditure

and 98 per cent on the capital programme for the 2014/15 MTREF of which performance has
been factored into the cash flow budget.

2.5 Overview of budget funding
2.5.1 Medium-term outlook: operating revenue

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

Table 30 Operating revenue over medium-term

Description 2014/15 Medium Term Revenue & Expenditure Framework
R thousand Budget Year % Budget Year % Budget Year %
2014/15 +1 2015/16 +2 2016/17
Property rates 4 521 2.8% 4755 2.6% 5000 2.7%
Service charges 23163 14.6% 24700 13.6% 26 339 14.3%
Investment revenue 6 000 3.8% 5000 2.7% 4500 2.4%
Transfers recognised - operational 119988 | 75.6% 142330 78.1% 142694 ¢ 77.4%
Other own revenue 5080 3.2% 5389 3.0% 5718 3.1%
Total Revenue (excluding capital transfers and
contributions) 158 751 100% 182 174 100% 184 250 100%
Total Expenditure 189 580 196 232 205 435
Surplus/(Deficit) (30 829) (14 058) (21 184)
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The following graph is a breakdown of the operational revenue per main category for the
2014/15 financial year.

Other own revenue Property rates
3.2% _\ 2.8%

3.8%

Investment revenue

Tariff setting plays a major role in ensuring desired levels of revenue. Getting tariffs right assists
in the compilation of a credible and funded budget. The Municipality derives most of its
operational revenue from the provision of goods and services such as electricity and solid waste
removal, property rates, operating and capital grants from organs of state and other minor
charges (such as building plan fees, licenses and permits etc).

Investment revenue contributes significantly to the revenue base of the Municipality. It needs to
be noted that these allocations have been conservatively estimated and as part of the cash
backing of reserves and provisions. The actual performance against budget will be carefully
monitored. Any variances in this regard will be addressed as part of the mid-year review and
adjustments budget.

The tables below provide detailed investment information and investment particulars by
maturity.
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Table 31 MBRR SA15 - Detail Investment Information

010/11 | 20112 | 2012113 | Current Year 201314 | 201419 Medium Term Revenue &
Expenditure Framework
Investment type . . . . . Budget Budget Budget
Audited | Audited ;| Audited | Original { Adjusted
out out out Budaet Budaet Year Year +1 Year +2
uicome  Dulcome | Dutcome | BUdgel | BUAGE | ootans | 2015116 | 2016117
R thousand
Parent municipality
. r r : r F
Deposits - Bank 113 870 124 993 153 076 78 346 104 271 77 750 57 734 54 630
Total: 113 870 124 993 153 076 78 346 104 271 77 750 57 734 54 630

Table 32 MBRR SA16 — Investment particulars by maturity

. Period of . Interest to be .
Investments by Maturity Opening balance . Closing Balance
Investment Type of Investment realised
Name of institution & investment ID Yrs/Months

Parent municipality

Standard Bank 38 848 973 1 - 005 32 day 32 day i 26736 7 2236 28971

Standard Bank 38 848 606 6 - 001 Call Deposit Call Deposit i 3170 F 265 3436

Standard Bank 38 848 916 2 - 002 Call Deposit Call Deposit i 41844 ¥ 3499 45 343
Municipality sub-total 71750 77 750
TOTAL INVESTMENTS AND INTEREST 71750 77750

2.5.2 Cash Flow Management

Cash flow management and forecasting is a critical step in determining if the budget is funded
over the medium-term. The table below is consistent with international standards of good
financial management practice and also improves understandability for councilors and
management. Some specific features include:

. Clear separation of receipts and payments within each cash flow category;
. Clear separation of capital and operating receipts from government, which also enables
cash from ‘Ratepayers and other to be provide for as cash inflow based on actual
performance. In other words the actual collection rate of billed revenue., and
. Separation of borrowing and loan repayments (no set-off), to assist with MFMA
compliance assessment regarding the use of long term borrowing (debt).
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Table 33 MBRR Table A7 - Budget cash flow statement

Description 2010/11 2011/12 2012/13 Current Year 2013/14 201415 Med!um Term Revenue &
Expenditure Framework
R thousand Audited Audited Audited Original Adjusted | Budget Year | Budget Year ; Budget Year
Outcome Outcome Outcome Budget Budget 2014/15 +12015/16 | +22016/17
CASH FLOW FROM OPERATING ACTIVITIES
Receipts
Ratepayers and other 46 976 29 570 35 066 28 531 26148 [ 30775 7 32668 F 34 696
Govemment - operating 129 267 101 456 102171 106 932 100077 [ 119988 142330 7 142694
Govemment - capital - 22 106 32219 30 355 42080 446147 472917 50129
Interest 4915 6790 7476 7843 7548 [ 6898 [ 5957 5520
Payments
Suppliers and employ ees (106 146) (109 123) (109 280) (137 130) (160489)  (170032) (174 941)7  (182229)
Finance charges (1 566) (1259) (1147) (1639) (1639)[ (1639)F (1628)F (1614)
Transfers and Grants (799) (732) (333) (334) @34 (1507 (1507 (150)
NET CASH FROM/(USED) OPERATING ACTIVITIES 72 647 48 808 66173 34 559 22 401 30 454 51 528 49 046
CASH FLOWS FROM INVESTING ACTIVITIES
Receipts
Proceeds on disposal of PPE 764 213 236 - -r -r - T -
Decrease (Increase) in non-current debtors - 14 - - -r -7 -r -
Decrease (increase) other non-current receiv ables 17 - - - - - - -
Payments
Capital assets (31677) (39 029) (37 665) (56 480) (70 490)[ (56 206) (70 739)F (51281)
NET CASH FROM/(USED) INVESTING ACTIVITIES (30 896) (38 802) (37 429) (56 480) (70 490) (56 206) (70 739) (51 281)
CASH FLOWS FROM FINANCING ACTIVITIES
Receipts
Short term loans - 282 - - - - - -
Borrow ing long term/refinancing 8473 - - - - - - -
Increase (decrease) in consumer deposits 1) 191 47 43 5l 82 88 I 9%
Payments
Repay ment of borrowing (329) (728) (805) (899) (ol ©2nf (893)F (965)
NET CASH FROM/(USED) FINANCING ACTIVITIES 8123 (255) (388) (856) (716) (745) (805) (869)
NET INCREASE/ (DECREASE) IN CASH HELD 49 875 9751 28 356 (22717) (48 805) (26 498) (20 016) (3104)
Cash/cash equivalents at the year begin: 66 272 116 147 125 897 101 623 154253 [ 105448 78 950 58 934
Cash/cash equivalents at the year end: 116 147 125 897 154 253 78 846 105 448 78 950 58 934 55 830

2.5.3 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?

A surplus would indicate the cash-backed accumulated surplus that was/is available. A shortfall
(applications > cash and investments) is indicative of non-compliance with section 18 of the
MFMA requirement that the municipality’s budget must be ‘funded’. Non-compliance with
section 18 is assumed because a shortfall would indirectly indicate that the annual budget is not
appropriately funded (budgeted spending is greater than funds available or to be collected). It
is also important to analyse trends to understand the consequences, e.g. the budget year might
indicate a small surplus situation, which in itself is an appropriate outcome, but if in prior years
there were much larger surpluses then this negative trend may be a concern that requires closer
examination.
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Table 34 MBRR Table A8 - Cash backed reserves/accumulated surplus reconciliation

2014/15 Medium Term Revenue &

Description 2010/11 2011/12 2012/13 Current Year 2013/14 .
Expenditure Framework

Budget Budget Budget
Year Year +1 Year +2
2014/15 2015/16 2016/17

Audited | Audited | Audited | Original | Adjusted
Outcome ; Outcome | Outcome | Budget Budget

R thousand

Cash and investments available

Cash/cash equivalents at the year end 116 147 125 897 154 253 78 846 105 448 78 950 58 934 55 830
Cash and investments available: 116 147 125 897 154 253 78 846 105 448 78 950 58 934 55 830

Application of cash and investments

Unspent conditional transfers 23 490 17 318 27 825 - - - - -

Other working capital requirements (14 205) (12 871) (11 345) (14 202) (12 000) (14 433) (15 387) (16 447)

Reserves to be backed by cash/investments 62 798 87 699 - 79 809 - 91849 72 486 70 298
Total Application of cash and investments: 72 083 92 146 16 480 65 608 (12 000) 77 416 57 099 53 851
Surplus(shortfall) 44 064 33751 137773 13 238 117 448 1535 1835 1979

From the above table it can be seen that the cash and investments available total R78,950
million in the 2014/15 financial year and decrease to R55,830 million by 2016/17. Although there
is a sharp decline, the municipality is still cash funded over the MTREF.

. 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.

. The main purpose of other working capital is to ensure that sufficient funds are available
to meet obligations as they fall due. A key challenge is often the mismatch between the
timing of receipts of funds from debtors and payments due to employees and creditors.
High levels of debtor non-payment and receipt delays will have a greater requirement for
working capital, resulting in cash flow challenges. For the purpose of the cash backed
reserves and accumulated surplus reconciliation a provision equivalent to one month’s
operational expenditure has been provided for. It needs to be noted that although this
can be considered prudent, the desired cash levels should be at least 60 days to ensure
continued liquidity of the municipality. Any underperformance in relation to collections
could place upward pressure on the ability of the Municipality to meet its creditor
obligations. The municipality’s levels are for 7 months.

. Most reserve fund cash-backing is discretionary in nature, but the reserve funds are not
available to support a budget unless they are cash-backed. The reserve funds are fully
cash-backed. The level of cash-backing is directly informed by the municipality’s cash
backing policy. These include the Capital Replacement Reserve, Employee Benefits
Reserves and the Valuation Roll Reserve.
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2.5.4 Funding compliance measurement

National Treasury requires that the municipality assess its financial sustainability against
fourteen different measures that look at various aspects of the financial health of the
municipality. These measures are contained in the following table. All the information comes
directly from the annual budgeted statements of financial performance, financial position and
cash flows. The funding compliance measurement table essentially measures the degree to
which the proposed budget complies with the funding requirements of the MFMA. Each of the
measures is discussed below.

Table 35 MBRR SA10 - Funding compliance measurement

0M1 | 20112 | 201213 | Current Year 201314 | 2014/19 Medium Term Revenue &
Expenditure Framework
Description MFMA . . . w . Budget : Budget ;| Budget
section Audited Audited | Audited | Original | Adjusted
Outcome | Outcome ; Outcome | Budget ; Budget Year Year 41 Year 42
2014115 ; 2015/16 ; 2016/17
Funding measures
Cash/cash equivalents at the year end - R'000 18(1)b 116 147 { 125897 § 154 253 78846 105448 78 950 58 934 55830
Cash + investments at the yr end less applications - R'000 18(1)b 44 064 33751 137772 13238 117 448 1535 1835 1979
Cash year end/monthly employ ee/supplier pay ments 18(1)b 20.3 19.6 20.6 8.2 1.4 7.3 5.2 4.7
Surplus/(Deficit) excluding depreciation offsets: R'000 18(1) 36 388 47 285 42 606 17 650 33108 13786 33233 28 945
Service charge rev % change - macro CPIX target exclusive 18(1)a,(2) N.A. 26.3% 17.5% (17.0%) (6.6%) (0.2%) 0.4% 0.4%
Cash receipts % of Ratepayer & Other revenue 18(1)a,(2) 202.5% 103.9% 86.9% 92.6% 84.4% 93.9% 93.8% 93.6%
Debt impairment expense as a % of total billable revenue 18(1)a,(2) 4.5% 11.0% 17.0% 16.0% 16.1% 16.3% 16.7% 17.0%
Capital payments % of capital ex penditure 18(1)c;19 100.0% 100.2% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
Borrow ing receipts % of capital ex penditure (excl. transfers) 18(1)c 52.3% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Grants % of Govt. legislated/gazetted allocations 18(1)a 0.0% 0.0% 0.0% 0.0% 0.0% 100.0% 100.0% 100.0%
Current consumer debtors % change - incr(decr) 18(1)a N.A. 121.1% (14.9%) 27.6% (14.6%) 6.7% 7.0% 7.2%
Long term receivables % change - incr(decr) 18(1)a N.A. 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
R&M % of Property Plant & Equipment 20(1)(vi) 1.9% 1.9% 1.3% 1.2% 1.4% 2.9% 4.0% 3.5%
Asset renewal % of capital budget 20(1)(vi) 0.0% 0.0% 0.0% 6.2% 4.3% 3.2% 2.1% 2.9%

2.5.4.1 Cash/cash equivalent position

The Municipality’s forecast cash position was discussed as part of the budgeted cash flow
statement. A ‘positive’ cash position, for each year of the MTREF would generally be a
minimum requirement, subject to the planned application of these funds such as cash-backing
of reserves and working capital requirements.

If the municipality’s forecast cash position is negative, for any year of the medium term budget,
the budget is very unlikely to meet MFMA requirements or be sustainable and could indicate a
risk of non-compliance with section 45 of the MFMA which deals with the repayment of short
term debt at the end of the financial year. The forecasted cash and cash equivalents for the
2014/15 MTREF shows R78,9 million, R58,9 million and R55,8 million for each respective
financial year.
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2.5.4.2 Cash plus investments less application of funds

The purpose of this measure is to understand how the municipality has applied the available
cash and investments as identified in the budgeted cash flow statement. The detalil
reconciliation of the cash backed reserves/surpluses is contained in the previous page. The
reconciliation is intended to be a relatively simple methodology for understanding the budgeted
amount of cash and investments available with any planned or required applications to be
made. This has been extensively discussed above.

2.5.4.3 Monthly average payments covered by cash or cash equivalents

The purpose of this measure is to understand the level of financial risk should the municipality
be under stress from a collection and cash in-flow perspective. Regardless of the annual cash
position an evaluation should be made of the ability of the Municipality to meet monthly
payments as and when they fall due. It is especially important to consider the position should
the municipality be faced with an unexpected disaster that threatens revenue collection such as
rate boycotts. The ratio is, at 7,3, well above the benchmark indicators.

2.5.4.4 Surplus/deficit excluding depreciation offsets

The main purpose of this measure is to understand if the revenue levels are sufficient to
conclude that the community is making a sufficient contribution for the municipal resources
consumed each year. An ‘adjusted’ surplus/deficit is achieved by offsetting the amount of
depreciation related to externally funded assets. Municipalities need to assess the result of this
calculation taking into consideration its own circumstances and levels of backlogs. If the
outcome is a deficit, it may indicate that rates and service charges are insufficient to ensure that
the community is making a sufficient contribution toward the economic benefits they are
consuming over the medium term. For the 2014/15 MTREF the indicative outcome is a surplus
of R13,8 million, R33,2 million and R28,9 million.

It needs to be noted that a surplus or deficit does not necessarily mean that the budget is
funded from a cash flow perspective and the first two measures in the table are therefore
critical.

2.5.4.5 Property Rates/service charge revenue as a percentage increase less macro inflation
target

The purpose of this measure is to understand whether the municipality is contributing
appropriately to the achievement of national inflation targets. This measure is based on the
increase in ‘revenue’, which will include both the change in the tariff as well as any assumption
about real growth such as new property development, services consumption growth etc.

The factor is calculated by deducting the maximum macro-economic inflation target increase
(which is currently 3 - 6 per cent). The result is intended to be an approximation of the real
increase in revenue. From the table above it can be seen that the percentage growth is less
than forecasted CPIX for the respective financial years of the 2014/15 MTREF. Considering the
lowest percentage tariff increase in relation to revenue generated from rates and services
charges is 6 per cent it is to be expected that the increase in revenue will exceed the inflation
target figures. However, the outcome is lower than it might be due to the slowdown in the
economy and a reduction in consumption patterns. This trend will have to be carefully
monitored and managed with the implementation of the budget.
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2.5.4.6 Cash receipts as a percentage of ratepayer and other revenue

This factor is a macro measure of the rate at which funds are ‘collected’. This measure is
intended to analyse the underlying assumed collection rate for the MTREF to determine the
relevance and credibility of the budget assumptions contained in the budget. Given that the
assumed collection rate was based on a 85 per cent performance target, the cash flow
statement has been conservatively determined. However, the percentage in the above table
includes direct receipts for services being paid in cash such as agency services and permits.
This measure and performance objective will have to be meticulously managed. Should
performance with the mid-year review and adjustments be positive in relation to actual
collections of billed revenue, the adjustments budget will be amended accordingly.

2.5.4.7 Debt impairment expense as a percentage of billable revenue

This factor measures whether the provision for debt impairment is being adequately funded and
is based on the underlying assumption that the provision for debt impairment (doubtful and bad
debts) has to be increased to offset under-collection of billed revenues. The provision has been
appropriated at 15 per cent over the MTREF. Considering the debt incentive scheme and the
municipality’s revenue management strategy’s objective to collect outstanding debtors of 90
days, the provision is not within the accepted leading practice.

2.5.4.8 Capital payments percentage of capital expenditure

The purpose of this measure is to determine whether the timing of payments has been taken
into consideration when forecasting the cash position. It can be seen that a 100 per cent
payments has been factored into the cash position forecasted over the entire financial year.

2.5.4.9 Transfers/grants revenue as a percentage of Government transfers/grants available

The purpose of this measurement is mainly to ensure that all available transfers from national
and provincial government have been budgeted for. A percentage less than 100 per cent could
indicate that not all grants as contained in the Division of Revenue Act (DoRA) have been
budgeted for. The Municipality has budgeted for all transfers and therefore no percentage is
being shown as outstanding.

2.5.4.10 Consumer debtors change (Current and Non-current)

The purpose of these measures is to ascertain whether budgeted reductions in outstanding
debtors are realistic. There are 2 measures shown for this factor; the change in current debtors
and the change in long term receivables, both from the Budgeted Financial Position. Both
measures show a relatively stable trend in line with the Municipality’s policy of settling debtors
accounts within 30 days.

2.5.4.11 Repairs and maintenance expenditure level

This measure must be considered important within the context of the funding measures criteria
because a trend that indicates insufficient funds are being committed to asset repair could also
indicate that the overall budget is not credible and/or sustainable in the medium to long term
because the revenue budget is not being protected. Details of the Municipality’s strategy
pertaining to asset management and repairs and maintenance are contained elsewhere in this
report.
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2.5.4.12 Asset renewal/rehabilitation expenditure level

This measure has a similar objective to aforementioned objective relating to repairs and
maintenance. A requirement of the detailed capital budget is to categorise each capital
project as a new asset or a renewal/rehabilitation project. The objective is to summarise
and understand the proportion of budgets being provided for new assets and also asset
sustainability. A declining or low level of renewal funding may indicate that a budget is not
credible and/or sustainable and future revenue is not being protected, similar to the
justification for ‘repairs and maintenance’ budgets.
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Table 36 MBRR SA19 - Expenditure on transfers and grant programmes

Expenditure on grants and reconciliations of unspent funds

i 2014/15 Medium Term Revenue &
Description 2010/11 2011/12 2012/13 Current Year 2013/14 .
Expenditure Framework
R thousand Audited Audited Audited Original Adjusted | Budget Year | Budget Year | Budget Year
Outcome Outcome Outcome Budget Budget 2014/15 +12015/16 | +2 2016/17
EXPENDITURE:
Operating expenditure of Transfers and Grants
National Government: 74 504 86 087 100 016 105 618 105 831 118 039 140 680 140 954
Equitable share 64 714 76 964 85 187 93 052 93 052 104 535 129 232 129 100
Finance Management 1200 1396 1500 [ 1550 1550 [ 1600 I 1650 { 1700
Nat Gov: Neighbourhood Dev Partners 5009 1932 2881 [ 1287 7 1500 [ 893 7 345 7 242
Nat Gov: Councillor Remuneration 1778 2226 4536 [ 5081 5081 [ 6407 6691 [ 6 991
Municipal Systems Improvement r 714 790 800 [ 890 [ 890 [ 934 97 I 1018
Municipal Infrastructure (MIG) - 1155 3255 1598 1598 [ 1694 1 1795 ¥ 1903
' NatGov: EPWP Incentive Grant 1088 1625 1857 [ 2160 2160 [ 1976 | - T -
Provincial Government: 1044 20 231 3336 1315 3 247 1949 1649 1740
Prov Gov: Housing - Hillside 1 000 - 6213 508 - 400 424 449 476
Prov Gov: Housing - Lady Grey 1 000 - 1619 -r -r -r -r - r -
Prov Gov: Revitalization of the second economy | r r r r 4
interv ention - 97 110 - - - - -
Peach & Vegetable Processing r - 8 -r - r - r - r - r _
Clean Audit - - 95 [ - r - r 325 F _r -
Co-op's Development r - 3 -r - r -r -r _F _
Holo Hiahatsi Agricultural Project r - 1 104 [ -r -r -r -r _
Implementation Ow nership - 45 53 -r -r - r -r -
DEAT Brickmaking r - - -r _r - r _r _r _
Rossouw Agricultural Project r - 43 50 [ -r -r _r _r _
Libraries r - - 1200 [0 1315 1315 [ 1200 [ 1200 1264
DEDEAT - Alien Vegetation r - - -r _r 1532 I -r . _
Internet Communication sy stem 294 - -r -7 -r -r - F -
Greenest Municipality - - 500 [ - F - r _r _F _
Prov Gov: Musong Road - 12 085 627 I -7 -r -r -7 -
Local Elections 750 - -r -r -r -r _r _
Plastic Products r - 116 Q[ -r -r -r - r _
District Municipality: 946 1440 46 - - - - -
" District: IDP 50 =z = z z z =z -
r District: Libraries 660 1279 -r -7 -r -r - Fr -
r District: Tourism 20 - - r - F -r -7 _r _
I Joe Ggabi DM - District Call Centre r - 87 -r _r _r _r _r _
I Commonage Management Plan r - 12 i -7 - r - r - r _
I Support Programme 216 62 -r -r -r -r . _
Total operating expenditure of Transfers and Grants: 76 494 107 758 103 398 106 932 109 077 119 988 142 330 142 694
Capital expenditure of Transfers and Grants
National Government: 15474 22 022 20 143 30 355 42 089 44 614 47 291 50 129
Municipal Infrastructure (MIG) 15474 22 022 12 694 30 355 42 089 44 614 47 291 50 129
Nat Gov: Neighbourhood Dev Partners r - - 7214 -r -r -r - r _
Dept Sport & Recreation r - - 175 -r -r - r _r _
Provincial Government: 26 004 84 - - - - - -
" Traffic Test Station (Sterkspruit) 105 - - - - - - _
" Prov Gov: Musong Road 15 591 - - r -7 -r -r - r _
" Prov Gov: Housing - Hillside 1 000 9607 - -r -r -r -r _r -
" Prov Gov: Housing - Lady Grey 1000 366 - - r -7 -r - r - T _
i Implementation Ow nership 135 - -r -7 -r -r _ 7 —
" Intemet Communication system - 84 -r -r -r - r _r _
" Greenest Municipality 200 - -r -7 -r -r _ T _
Total capital expenditure of Transfers and Grants 41 478 22 106 20 143 30 355 42 089 44 614 47 291 50 129
TOTAL EXPENDITURE OF TRANSFERS AND GRANTS 117 972 129 864 123 541 137 288 151 166 164 602 189 621 192 823
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Table 37 MBRR SA 20 - Reconciliation between of transfers, grant receipts and unspent
funds

2014/15 Medium Term Revenue &

Description 2010/11 2011/12 201213 Current Year 2013/14 .
Expenditure Framework

Audited Audited Audited Original Adjusted | Budget Year | Budget Year ; Budget Year
Outcome Outcome Outcome Budget Budget 2014/15 +12015/16 | +2 2016/17

R thousand

Operating transfers and grants:
National Government:

Balance unspent at beginning of the y ear r 6837)T 8107 213 - 213 - - -
Current y ear receipts T 8053 8710 100016 [ 105618 105618 [ 118039 f 140680 7 140954
Conditions met - transferred to revenue 74 504 86 087 100 016 105 618 105 831 118 039 140 680 140 954
Conditions still to be met - transferred to liabilities (810) 213 213 - - - - -
Provincial Government:
Balance unspent at beginning of the y ear 4 9048 { 8854 [ 1642 - 400 - - -
Current y ear receipts r 850 ¥ 13018 7 2004 [ 1315 2847 1949 1649 1740
Conditions met - transferred to revenue 1044 20 231 3336 1315 3247 1949 1649 1740
Conditions stil to be met - transferred to liabilifies 8 854 1642 400 - - - - -
District Municipality:
Balance unspent at beginning of the year r 437 207 7 46 - - - - -
Current y ear receipts 4 730 1219 F -r -r -r - r - r -
Conditions met - transferred to revenue 946 1440 46 - - - - -
Conditions still to be met - transferred to liabilities 207 46 - - - - - -
Total operating transfers and grants revenue 76 494 107 758 103 398 106 932 109 077 119 988 142 330 142 694
Total operating transfers and grants - CTBM 8252 1901 613 - - - - -

Capital transfers and grants:
National Government:

Balance unspent at beginning of the y ear r (52)f ild (392) - 11734 - - -
Current y ear receipts 152007 219477 32269 30355 30355 446147 472917 50129
Conditions met - transferred to revenue 15 474 22 022 20 143 30 355 42 089 44 614 47 291 50 129
Conditions still to be met - fransferred to liabilities (317) (392) 11734 - - - - -

Provincial Government:
Balance unspent at beginning of the y ear - - - - - - - -

Current y ear receipts 4 31627 -r -r -7 -r -r - F -

Conditions met - transferred to revenue 31627 - - - - - - Z

Conditions still to be met - transferred to liabilities - - - - - - Z Z
Total capital transfers and grants revenue 47101 22 022 20 143 30 355 42 089 44 614 47 291 50 129
Total capital transfers and grants - CTBM (317) (392) 11734 - - - - -
TOTAL TRANSFERS AND GRANTS REVENUE 123 595 129 780 123 541 137 288 151 166 164 602 189 621 192 823
TOTAL TRANSFERS AND GRANTS - CTBM 7934 1508 12 347 - - - - -
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2.7 Allocations and Grants made by the municipality

The following cash allocations are provided for in the proposed budget of the municipality:

Table 38 Allocations and Grants made by the municipality

2014/15 Medium Term Revenue &
Description 2010/11 201112 2012/13 Current Year 2013/14 .
Expenditure Framework
R thousand Audited Audited Audited Original Adjusted | Budget Year | Budget Year | Budget Year
Outcome Outcome Outcome Budget Budget 2014/15 +1 201516 § +22016/17

Cash Transfers to Organisations

Grants and donations in aid 799 732 333 3347 33U 150 150 150
Total Cash Transfers To Organisations 799 732 333 334 334 150 150 150
TOTAL CASH TRANSFERS AND GRANTS 799 732 333 334 334 150 150 150
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2.8 Councilor and employee benefits

Table 39 MBRR SA22 - Summary of councilor and staff benefits

f Empl ill 2014/15 Medium Term Revenue &
Summary of Employee and Councillor 201011 201112 | 201213 Current Year 2013/14 )
remuneration Expenditure Framework
R thousand Audited Audited Audited Original Adjusted | Budget Year ; Budget Year ;: Budget Year
Outcome Outcome Outcome Budget Budget 2014/15 +12015/16 : +22016/17
Councillors (Political Office Bearers plus Other)
Basic Salaries and Wages 6693 5992 6320 [ 8937 8937 [ 9652 { 10 424 ¥ 11 258
Cellphone Allow ance 365 438 461 502 70 767 T 828 ¥ 894
Other benefits and allowances 101§ 1956 | 2068 [ 196 [ 196 [ 212§ 2297 247
Sub Total - Councillors 7159 8387 8 858 9635 9843 10 630 11 481 12 399
% increase 17.2% 5.6% 8.8% 2.2% 8.0% 8.0% 8.0%
Senior Managers of the Municipality
Basic Salaries and Wages 5084 5434 5954 6132 6132 [ 6548 6967 ¥ 7413
Pension and UIF Contributions - - 113 - - - - -
Performance Bonus 2005 1376 - 1384 1384 [ 1478 1573 F 1673
Motor Vehicle Allow ance 291 293 324 - - - - -
Cellphone Allow ance 65 78 82 95 95 I 102 ¥ 108 ¥ 115
Housing Allow ances - 30 8 - -
Other benefits and allowances 9 9 - 607 607 [ 648 T 689 7 734
Sub Total - Senior Managers of Municipality 7454 7220 6479 8218 8218 8776 9338 9935
% increase (3.1%) (10.3%) 26.8% - 6.8% 6.4% 6.4%
Other Municipal Staff
Basic Salaries and Wages r 12546 14695 21674 [ 27861 {7 27180 [ 31789 34437 7 37 304
Pension and UIF Contributions r 2149 ¥ 2611 399 [ 6767 4361 702 ¥ 7591 7 8199
Medical Aid Contributions r 2380 F 2629 [ 3068 [ 10734 3723 4769 7 5146 ¥ 5552
Overtime r 451 ¥ 482 F 483 587 746 [ -7 -7 -
Performance Bonus r 641 1090 [ 2004 [ 1035 {7 2824 3204 3484 F 3788
Cellphone Allow ance r 62 84 23 185 I 198 [ 265 T 288 7 313
Housing Allow ances r 17 (127 23 Kind 191 -7 - -
Other benefits and allow ances r a 267 [ 536 [ 0 214 F 135 156 T 180
Payments in lieu of leave r 314 F 1491 7 530 [ 1578 7 1652 [ -7 -7 -
Long service awards r 149 ¥ 27T 200 226 210 -7 - F -
Sub Total - Other Municipal Staff 18 807 23573 33538 49 095 41187 47191 51102 55335
% increase 25.3% 42.3% 46.4% (16.1%) 14.6% 8.3% 8.3%
Total Parent Municipality 33420 39 180 48876 66 947 59 248 66 597 71920 77 669
17.2% 24.7% 37.0% (11.5%) 12.4% 8.0% 8.0%
TOTAL SALARY, ALLOWANCES & BENEFITS
33420 39 180 48 876 66 947 59 248 66 597 71920 77 669
% increase 17.2% 24.7% 37.0% (11.5%) 12.4% 8.0% 8.0%
TOTAL MANAGERS AND STAFF 26 261 30 793 40 018 57313 49 405 55 967 60 439 65 270
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Table 40 MBRR SAZ23 - Salaries, allowances and benefits (political office
bearers/councilors/ senior managers)

EXECUTIVE REMUNERATION

Disclosure of Salaries, Allowances & Benefits 1. Salary Allowances | Performance Total
Bonuses Package
Rand per annum 2.
Councillors
Speaker 591 219 41055 - 632 274
Chief Whip 304 848 25610 - 330 457
Executive Mayor 739 025 41 055 - 780 080
Executive Committee 1524 238 128 049 - 1652 287
Total for all other councillors 6 492 340 742 684 - 7235024
Total Councillors 9 651 669 978 453 10 630 122
Senior Managers of the Municipality
Municipal Manager (MM) 1211018 358 106 313 553 1882 676
Chief Finance Officer 1271192 25 527 260 801 1557 519
Deputy City Manager - Planning and Dev elopment 1121724 42 675 236 655 1401 055
Deputy City Manager - Procurement & Infrastructure 1169 334 123 876 261129 1554 340
Deputy City Manager - Health, Safety & Social Issues 901 433 74 753 200 895 1177 081
Deputy City Manager - Corporate & Human Resources 873 190 124 944 205 065 1203 199
Total Senior Managers of the Municipality 6 547 891 749 882 1478 099 8775 871
TOTAL T OF NCILLOR, DIRECTOR
OTAL COST OF COUNCILLOR, DIRECTOR and 16199560 | 1728335 1478099 | 19 405993
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Table 41 MBRR SA24 — Summary of personnel numbers

Summary of Personnel Numbers 2012/13 Current Year 2013/14 Budget Year 2014/15
" Permanent | Contract " Permanent " Permanent { Contract
Number Positions Positions Positions
employees | employees employees employees : employees
Municipal Council and Boards of Municipal Entities
Councillors (Political Office Bearers plus Other Councillors) 37 - 37 37 - 37 - 37
Municipal employees
Municipal Manager and Senior Managers 6 - 6 6 - 6 - 6
Other Managers 8 - 8 8 - 8 - 8
Professionals 32 30 6 32 30 32 30 6
Finance 5 4 1 5 4 5 4 1
Spatial/town planning 2 2 - 2 2 2 2 -
Information Technology 2 2 2 2 2 2 -
Roads 1 1 - 1 1 1 1 -
Electricity 1 - 1 1 1 1
Refuse 4 4 4 4 4 4 4 4
Other 17 17 17 17 17 17 -
Technicians 3r 27 1 37 2 37 27 1
Roads 1 1 1 1 1
Electricity 2 2 - 2 2 2 2 -
Clerks (Clerical and administrative) 44 44 - 44 44 44 44 -
Service and sales workers 7 7 7 7 -
Craft and related trades 8 8 - - - - - -
Plant and Machine Operators 12 12 - 8 8 8 8 -
Elementary Occupations 96 96 - 12 12 12 12 -
TOTAL PERSONNEL NUMBERS 246 192 58 157 103 157 103 58
% increase (36.2%) (46.4%) - - -
Total municipal employees headcount 27 26 1
Finance personnel headcount 3 2 1 27 26 27 26 1
Human Resources personnel headcount 3 2 3 2 1

2.9 Monthly targets for revenue, expenditure and cash flow
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Table 42 MBRR SA25 - Budgeted monthly revenue and expenditure

Description

Budget Year 2014/15

Medium Term Revenue and Expenditure

Framework
R thousand July August Sept. October | November | December | January | February March April May June Bu;iog;t”Ysear B:d;;::;::r B:lzd;;::J::r
Revenue By Source
Properly rates 53877 i ol mr e Wi e 9r mr 9r (79) (79) 4521 4755 5000
Service charges - electricity revenue R A N7V S 7S A I /N A /ST S I/ S /ST SR B 7 AR I /S A B /U S W /Y 1741 20 892 22385 23984
Service charges - refuse revenue i 189 189 T 189 F 189 189 189 ¥ 189 7 189 7 189 ¥ 189 189 189 2271 2315 2354
Rental of facilities and equipment i % %5 %F ViRl %7 ViR %7 ViR d % ViR d 2 2 295 312 331
Interest eamed - external investments i 500 7 500 500 500 {7 500 |7 500 500 |7 500 |7 500 | 500 |7 500 500 6 000 5000 4500
Interest eamed - outstanding debtors i 75T 75T 134 34 114 134 134 134 134 34 75 75 898 957 1020
Fines i 57 57 57 57 57 57 57 57 57 57 5 5 64 67 7
Licences and permits i 1017 1017 101§ 1017 1011 1017 1011 1017 1017 1017 101 101 1208 1281 1358
Agency services i 186 186 | 186 186 [ 186 | 186 | 186 186 [ 186 | 186 [ 186 186 2228 2362 2504
Transfers recognised - operational Foa32m2f 43767 14397 36137 3528 1547 T 934 137 28937 mr 300 - 119988 142 330 142 694
Other revenue r Rr Rr Rr R2r Ry Rr 2 R2r Rl RF 2 32 387 410 434
Total Revenue (excluding capital transfers and 51513 7151 4214 6388 38073 4322 3709 2788 31698 3047 3075 2775 158 751 182174 184 250
Expenditure By Type
Employee related costs U447 4ora¥ 4214 4o14T 8956 42147 42147 A4214F 4214 T 42147 4214 4214 55 967 60 439 65270
Remuneration of councillors i 886 " 886 886 7 886 | 886 | 886 886 886 | 886 I 886 | 886 886 10 630 11481 12 399
Debt impairment i 381 3811 31 3811 31 3811 381 381 3817 381 381 381 4569 4980 5379
Depreciation & asset impairment Fo1457 14257 14257 14257 14257 14257 14257 1457 14257 1457 1425 1425 17 105 18 815 20 695
Finance charges i 45 F 457 201§ 457 457 3 457 457 201§ 457 45 430 1639 1628 1614
Bulk purchases Fo2379F 23197  2379F 2379 23197 2379 2379 237197  2379f 23797 2379 2379 28 545 31116 33606
Transfers and grants i 137 137 137 137 137 137 137 137 137 137 13 13 150 150 150
Other expenditure M 24967 20727 96567 35817 32187 19367 41337  3881F 84147  2056{ 3249 7050 70975 67 623 66 323
Total Expenditure 11899 12375 19214 12984 17 303 29167 13 536 13 284 17972 12359 12 652 16 837 189 580 196 232 205 435
Surplus/(Deficit) 39614 (5224)1  (15000) (6596) 20770 | (24 845) (9827), (10495 13726 (9.311) (9577))  (14062) (30 829) (14 058) (21184)
Transfers recognised - capital 211037 - T 704 7 - 6210 686 -7 3w/ 237 71187 - - 44614 47 291 50 129
Surplus/(Deficit) 60 717 (5224)7 (14 296) (6596)] 26979 |  (18019) (9827)] (10143)] 15969 (2134) (9577))  (14062) 13786 33233 28 945
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Table 43 MBRR SA26 - Budgeted monthly revenue and expenditure (municipal vote)

Description

Budget Year 2014/15

Medium Term Revenue and Expenditure

Framework
R thousand July August Sept. October | November | December { January | February March April May June Bu:;itlrsear B:11d;]:1t57::r B:Zd;]::(;::r
Revenue by Vote
Vote 1 - Executive & Council o251 -7 -7 - 21y -7 500 {7 -7 1e48 7 -7 - - 6907 7208 7 559
Vote 2 - Planning & Development " - T 893 I - T -7 -7 -r -f -7 -7 -r - - 893 345 242
Vote 3 - Corporate Services r 57 5f 5§ 57 57 5§ 57 57 57 57 5 5 60 63 67
Vote 4 - Budget & Treasury 40917 35887 5655 7 34827 20173 [ 555 989 [ 555 F 23971 555 555 555 105 511 126 088 125 870
Vote 5 - Road Transport Fo17054 1947 17457 1947 5155{ 66367 194 7 4157 19867 59297 194 194 39 952 40 254 42 669
Vote 7 - Housing i 17 17 45T 17 17 17 17 17 17 17 1 1 440 466 494
Vote 9 - Community & Social Services 16157 287 81 ¥ 328 495 7 8 287 55 497 7 568 328 28 4 891 5113 5412
Vote 10 - Sport & Recreation F 2607 - T 9 -7 7927 870 ¥ -7 457 286 95 ¢ - - 5688 6029 6 391
Vote 11 - Public Safety i 2 2f 2 2 27 27 27 27 27 27 2 2 26 28 29
Vote 12 - Electricity Fo53209F 20067 1797 20357 46287 18997 17857 1791 40847 1905{ 1785 1785 30 880 34513 36 187
Vote 13 - Waste Management Fo2367 364 T 2187 M1F 18337 338 204 ¥ M 14817 345 ¢ 204 204 8118 9358 9458
Total Revenue by Vote 72615 7151 4917 6388 44282 11148 3709 3140 33 941 10225 3075 2775 203 366 229 465 234 379
Expenditure by Vote to be appropriated
Vote 1 - Executive & Council o187 18507 2804f 1807 22137 3087 1807 1807{ 28047 1807{ 1807 2894 26 675 27 344 27742
Vote 2 - Planning & Development " 444 7 4597 1520 6327 10297 1651 1e84{ 14327 21017 004 1197 499 13 555 11555 12171
Vote 3 - Corporate Services r 049 I 94 1617 14497 14057 2391 T 049 I 49 fF 15027 049 I 949 2203 16 369 16 644 17 852
Vote 4 - Budget & Treasury Foo1120f 11477 22047 14337  2966] 26197 14337 14337 19827 11207 1120 1982 20 650 21 892 23 536
Vote 5 - Road Transport Fo28m{ 30377 3577 2871 3607 35787 2871 28717 35777 28717 2871 3578 38178 47731 51926
Vote 6 - Waste Water Management i 54 T 54 18 ¥ 54 T 54 18 [ 54 T 54 18 F 54 F 54 118 903 991 1084
Vote 7 - Housing i 95 I 95 I 484 7 95 I 164 93 { 95 95 7 484 7 9% 95 484 11590 2888 1823
Vote 9 - Community & Social Services " 610 I 667 7 2086 { 610 1021 208 610 I 610 836 610 610 836 11192 10 814 10 035
Vote 10 - Sport & Recreation r 297 K d 48 29 297 48 297 297 487 297 29 48 430 471 516
Vote 11 - Public Safety i 6 67 67 6 6 6 6 6 6 6 6 6 73 52 57
Vote 12 - Electricity 28657 29577 33887 29197 30787 31527 29197 29197  33% 7 2865 2865 3098 36 356 41051 42 691
Vote 13 - Waste Management 10497 10747 11207 1080 17327 1120f 10807 1080 10897 10400 1049 1089 13 609 14799 16 000
Total Expenditure by Vote 11899 12375 19214 12984 17303 29 167 13536 13284 17972 12359 12652 16 837 189 580 196 232 205 435
Surplus/(Deficit) 60 717 (5224); (14 296) (6 596) 26 979 (18 019) (9827)]  (10143) 15 969 (2134) 9577)F  (14062) 13786 33233 28 945
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Table 44 MBRR SA27 - Budgeted monthly revenue and expenditure (standard classification)

Medium Term Revenue and Expenditure

Description Budget Year 2014/15 Framework
R thousand July August Sept. October | November | December | January February March April May June Bu::;tl::ar B:dzg::;::r B:Zdzg::sﬁsr
Revenue - Standard
Governance and administration 43 547 3593 560 3487 31376 560 1494 560 25 624 560 560 560 112 477 133 359 133 496
Executive and council 2 561 - - - 2197 - 500 - 1648 - - - 6907 7208 7 559
Budget and treasury office 40 981 3588 555 3482 29173 555 989 555 23 971 555 555 555 105 511 126 088 125 870
Corporate services 5 5 5 5 5 5 5 5 5 5 5 5 60 63 67
Community and public safety 4309 32 598 332 1290 1715 32 103 786 1486 332 774 11787 12 423 13 160
Community and social services 1615 28 81 328 495 841 28 55 497 568 328 28 4891 5113 5412
Sport and recreation 2690 - 90 - 792 870 - 45 286 915 - - 5688 6029 6 391
Public safety r 2F 27 27 27 27 2 2 F 27 2F 27 2 744 768 814 863
Housing r 1 17 4257 1y 17 17 1 17 17 17 1 1 440 466 494
Economic and environmental services 17 054 1087 1745 194 5155 6636 194 475 1986 5929 194 194 40 845 40 599 42911
Planning and dev elopment r -r 893 I -7 -7 -7 -7 -7 -7 -7 -7 - - 893 345 242
Road transport 17054 1947 17457 1947 51557 6636 194 7 4157 19867 5929 [ 194 194 39 952 40 254 42 669
Environmental protection - - - - - - - - - - - - - - -
Trading services 7706 2439 2015 2375 6 461 2237 1989 2002 5 545 2250 1989 1247 38 256 43 084 44 812
Electricity 53207 20767 17977 20357 46287 18997 17857 17917 40647 19057 1785 1043 30138 33726 35 354
Waste management o237 364 T 2187 1l 18337 338 7 204 17 14817 345 204 204 8118 9358 9458
Total Revenue - Standard 72 615 7151 4917 6388 44 282 11148 3709 3140 3394 10 225 3075 2775 203 366 229 465 234 379
Expenditure - Standard
Governance and administration 3877 3991 6 866 4689 6584 8097 4189 4189 6379 3877 3877 7080 63 693 65879 69 131
Executive and council o187 1850f 28w 1807 22137 3087 1807 1807 28047 1807 1807 2894 26 675 27 344 27 742
Budget and treasury office r 1120 11477 2204 °F 14337 29667 2619 1433 7 1433 1982 F 1120 1120 1982 20 650 21892 23536
Corporate services r 049 7 94 1617 14497 14057 23917 949 %97 1502 F U9 I 949 2203 16 369 16 644 17 852
Community and public safety 740 802 2624 740 1220 11 451 740 740 1374 740 740 2068 23978 14 978 13 244
Community and social services r 610 667 F 208 6107 10217 2086 610 7 610 | 836 610 [ 610 836 11192 10 814 10 035
Sport and recreation r 297 K/ 487 297 297 487 297 297 48 F 297 29 48 430 471 516
Public safety r 67 67 67 61 67 67 61 67 67 67 6 699 766 804 870
Housing r 95 95 484 ¥ 95 1647 931 95 95 484 7 95 95 484 11 590 2888 1823
Economic and environmental services 3315 3497 5098 3503 4635 5229 4555 4303 5678 3775 4068 4078 51734 59 286 64 097
Planning and dev elopment r 444 ¥ 459 ¥ 1520 6327 1029 1651 1684 7 14327 2101 ¥ 904 1197 499 13 555 11 555 12171
Road transport 28 3037{ 357 f 2871 3607 35787 2871 28717 3577 F 2871 2871 3578 38178 47731 51926
Trading services 3967 4085 4626 4052 43864 4390 4052 4052 4541 3967 3967 3612 50 175 56 088 58 963
Electricity o285 2957 33887 209197 30787 31527 2919 29197 33347 2865 2865 2405 35 663 40 298 41878
Waste w ater management r 54 54 7 18 54 54 18 54 54 18 54 54 18 903 991 1084
Waste management Fo10497 10747 11207 10807 17327 11207 1080 10807 10897 10497 1049 1089 13 609 14799 16 000
Total Expenditure - Standard 11 899 12 375 19 214 12 984 17 303 29 167 13 536 13 284 17972 12 359 12 652 16 837 189 580 196 232 205 435
Surplus/(Deficit) 60 717 (5224); (14 296) (6 596) 26 979 (18 019) (9827)] (10 143) 15 969 (2134) (9577))  (14062) 13 786 33233 28 945
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Table 45 MBRR SA28 - Budgeted monthly capital expenditure (municipal vote)

Description

Budget Year 2014/15

Medium Term Revenue and Expenditure

Framework
Budget Year | Budget Year : Budget Year
R thousand July August Sept. October Nov. Dec. January Feb. March April May June ueg uig ues

201415 | +12015116 | +2 2016117

Multi-year expenditure to be appropriated
Vote 5 - Road Transport i -7 -7 -7 31, - 31031 -0 sl 34197 - 3103 - 13163 19362 20 975
Vote 9 - Community & Social Services -7 - om0 1300 250 1300 -7 -0 ot - 1050 - 5200 9210 1240
Vote 13 - Waste Management i -7 -7 -7 o - o s89f -0 T - 991 - 455 4682 -
Capital multi-year expenditure sub-total - - 250 5393 250 5393 589 376 5519 - 5143 - 2915 33 254 2215

Single-year expenditure to be appropriated
Vote 1 - Executive & Council i -7 -7 amf - - -7 -7 -7 -7 - - - 1770 70 -
Vote 2 - Planning & Development i -7 -7 oof - 270 -7 -7 -7 -7 - - - 1190 - -
Vote 3 - Corporate Services i -7 -7 0] 300 3000 15007 1500 -7 -r - - - 6950 1500 -
Vote 4 - Budget & Treasury i -7 -7 s0f - - -7 -7 -7 -7 - - - 800 750 400
Vote 5 - Road Transport i ! 537 11957 786 25 486 7 51 57 48] 25 486 25 3653 12617 11020
Vote 7 - Housing i -7 -7 aof - - - T -7 -7 -7 - - - 490 1095 1160
Vote 9 - Community & Social Services i -7 -7 -7 M 300 3l 00 s00f 443] - 443 - 3070 3260 3621
Vote 10 - Sport & Recreation i -7 -7 -7 20 - 2204 -7 -0 2T - 2204 - 8818 2325 5875
Vote 11 - Public Safety i -7 -7 -T 25 - 51 -7 -7 %57 - 25 - 100 250 250
Vote 12 - Electicity i 15 57 1050] 125 1250 s00f 3000 5 45 2 125 250 5130 14938 3880
Vote 13 - Waste Management i -7 -7 s0f 8 - -7 -7 -f - - - - 1320 680 2860
Capital single-year expenditure sub-total 52 68 7375 5903 4845 5358 2125 375 3583 50 3283 215 33291 37 485 29 066
Total Capital Expenditure 52 68 7625 1129 5005 10751 2714 751 9102 50 8426 215 56 206 70739 51281
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Table 46 MBRR SA29 - Budgeted monthly capital expenditure (standard classification)

Medium Term Revenue and Expenditure

Descripti Budget Year 2014/15
escription udget Year Framework
Budget Year | Budget Year | Budget Y
R thousand July August Sept. October Nov. Dec. January Feb. March April May June udget Tear | Budget Year ; Budget Year
201415 | +1201516 | +2 2016117
Capital Expenditure - Standard
Governance and administration - - 3220 300 3000 1500 1500 - - - - - 9520 2320 400

Executive and council - - 1770 | - - -7 - - - T - - 1770 70 -

Budget and reasury ofice - - 800 | - - -7 - - - - T - - 800 750 400

Corporate services - - 650 | 300 3000 15007 1500 - - -7 - - 6 950 1500 -
Community and public safety - - 740 4072 550 4272 300 300 3722 - 3722 - 17 678 16 140 12 146

Community and social services - - 207 1843 550 2043 300 300 1493 -7 14w - 8270 12470 4860

Sport and recreation - - -7 2 - 20204 7 - - 2204 -7 20m - 8818 2325 5875

Public safety - - -7 25 - 5] - - 25 -7 25 - 100 250 250

Housing - - 40 - - -7 - - - -7 - - 490 1095 1160
Economic and environmental services 37 53 2115 3888 295 3588 25 401 3965 25 3588 25 18 006 31979 31995

Planning and dev elopment - - 90 - 270 -7 - - - -7 - - 1190 - -

Road transport 37 53 11957 3888 2% 3588 | 2% 401 3 965 251 3588 2% 16 816 31979 31 995
Trading services 15 15 1550 3036 1250 1391 889 50 1416 2 1116 250 11002 20 300 6740

Electricity 15 15 1050 125 1250 4007 300 50 425 %57 125 250 5130 14938 3880

Waste management - - 500 1811 - 91 58 - 991 -7 o - 5872 5362 2860

Total Capital Expenditure - Standard 52 68 7625 11296 5095 10751 2714 751 9102 50 8 426 275 56 206 70739 51 281
Funded by:

National Government 4 54 6052{ 8966 4044 85u{ 215 506 7205 wf 6688 218 44614 47291 50129
Transfers recognised - capital # 54 6 052 8 966 4044 8 534 2155 596 7225 40 6 688 218 44614 47291 50129
Internally generated funds 1 14 15737 2330 1051 27T 560 155 1877 10f 1738 57 11592 23448 1152

Total Capital Funding 52 68 7625] 11296 5095, 10751 2714 751 9102 50 8426 275 56 206 70739 51 281
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Table 47 MBRR SA30 - Budgeted monthly cash flow

Medium Term Revenue and Expenditure
MONTHLY CASH FLOWS Budget Year 2014/15
Framework
Budget Year | Budget Year ; Budget Y
R thousand July August Sept. October | November | December | January February March April May June udget Year ; Budget Year ; Budget Year
2014115 | +12015/16 | +2 2016/17

Cash Receipts By Source 1

Property rates o450 [ @57 (5§ 57 5§ (15 (57 5§ (157 (57 (15) a5l 4335 [ 4545 1 4752

Service charges - electricity revenue " 1es3] 1683 16837 1683, 1683 1683 1683 1683 1683 1683 1683 1683 20 198 21669 23103

Service charges - refuse revenue " 183 183 § 183 183 183 183 183 183 183 183 183 183 2196 2248 2270

Rental of facilities and equipment 20 20 20 20 20 20 20 20 20 20 20 20 246 249 263

Interest earned - ex ternal investments 500 500 500 500 500 500 500 500 500 500 500 500 6 000 5000 4500

Interest earned - outstanding debtors 68 68 68 68 68 68 68 68 68 68 68 68 812 794 960

Fines i 51 57 51 51 50 51 51 50 57 50 5 5[ 64 671 7

Licences and permits i 101 [ 101§ 101§ 101 [ 101 101§ 101 [ 101 [ 101§ 101 [ 101 101 [ 1208 [ 1281 F 1358

Agency services i 186 | 186 | 186 | 186 | 186 | 186 | 186 | 186 | 186 | 186 | 186 186 [ 2208 | 2362 2504

Transfer receipts - operational © 43212 4316 14397 3613 35208 15471 934 130 289237 a2 | 300 - 119988 1423307 14269

Other revenue i 2 2 27 2 2 27 2[ 2 27 2f 32 2 387 | 410 { 434
Cash Receipts by Source 50 551 7139 4202 6 376 38 061 4310 3697 2776 31686 3036 3063 2763 157 661 180 955 182 910
Other Cash Flows by Source

Transfer receipts - capital Fo21103 7 -r 704 7 - T 6210 6867 - 3%2F 22437 71787 - - F 4614l 472917 50129

Increase (decrease) in consumer deposits r 77 7F 1ad 17 77 1ad a4 77 a4 a4 7 iad 82 88 " 9%
Total Cash Receipts by Source 71 664 7146 1912 6383 4277 11143 3704 3135 33936 10 220 3070 2770 202 357 228335 233134
Cash Payments by Type

Employ ee related costs " 4388 4388 43887 4388 6788 4388 4388 4388 43887 4388 4388 4388 55059 59458 7 64209

Remuneration of councillors i 886 | 886 | 886 | 886 | 886 | 886 | 886 | 886 | 886 | 886 | 886 886 [ 10630 [ 114817 12399

Finance charges i 137 1 137 137 137 1377 137 1371 1377 137 7 1377 137 137 [ 1639 | 1628 7 1614

Bulk purchases - Electricity 2357 2350  23r57 2350 23r5f 23750 23750 2375 23757 2375 2375 2375 285030 310867 33548

Transfers and grants - other i 137 137 137 137 137 3] 137 137 137 137 13 13 150 | 150 | 150

Other expenditure r 6320 6320 63207 6320 6320 6320 6320 6320] 6320; 6320 632 6320 75840 729357 72073
Cash Payments by Type 14118 14118 14118 14118 16 518 14118 14118 14118 14118 14118 14118 14118 171 821 176 718 183 993
Other Cash Flows/Payments by Type

Capital assets " 52 1 687 76257 112067  5005[ 107511 2714 510 91027 507 8426 ars [ 56206 707397 51281

Repay ment of borrow ing - -7 414 - - - - -7 414 - - -r 827 | 893 | 965
Total Cash Payments by Type 14170 14186 22157 25415 21613 24 870 16 833 14 870 23 634 14168 22545 14 393 228 855 248 351 236 239
NET INCREASE/(DECREASE) IN CASH HELD 57 490 (7040)  (17245] (19032)] 22664 (13727)] (13129)] (11734)] 10302 (3949)] (19475  (11624) (26 498) (20 016) (3 104)
Cashicash equi alents at the monthy ear begin- 705448 | 162936 | 155898 | 136653 | 119620 | 143786 | 128550 | 115430 | 103695 | 113997 | 110049 0574 105448 78 950 58534
Cash/cash equivalents at the month/y ear end: 162938 | 155808 138653 | 119622 | 142286 128550 | 115430 | 103695 113997 | 110049 90 574 78 950 78 950 58 934 55 830
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2.10 Contracts having future budgetary implications

In terms of the Municipality’s Supply Chain Management Policy, no contracts are awarded
beyond the medium-term revenue and expenditure framework (three years). In ensuring
adherence to this contractual time frame limitation, all reports submitted to either the Bid
Evaluation and Adjudication Committees must obtain formal financial comments from the
Financial Management Division of the Treasury Department.

2.11 Capital expenditure details

The following four tables present details of the Municipality’s capital expenditure programme,
firstly on new assets, then the renewal of assets, then the repair and maintenance of assets and
finally the depreciation per asset class.

March 2014 97



Senqu Municipality

2014/15 Annual Budget and MTREF

Table 48 MBRR SA34a - Capital expenditure on new assets by asset class

. 2014/15 Medium Term Revenue &
Description 2010/11 201112 201213 Current Year 2013/14 Expenditure Framework
R thousand Audited Audited Audited Original Adjusted | Budget Year | Budget Year | Budget Year
Outcome Outcome Outcome Budget Budget 2014/15 +12015/16 | +22016/17
Capital expenditure on new assets by Asset Class/Sub-class
Infrastructure 17 466 28 865 10 250 26 212 37024 22 408 38973 29 475
Infrastructure - Road transport 15934 17 383 8512 19 554 30 765 14 406 21053 25975
Roads, Pavements & Bridges 2287 15809 [ 6071 19 554 30765 [ 14406  21053] 25975
Storm water 13 648 14837 2441 - -r -7 - T -
Infrastructure - Electricity 1149 1237 | 71 4908 370 3450f 13238 3500
Transmission & Reticulation 1149 12371 el 3400 so0| 2300  11700] -
Street Lighting - -7 - 1508 700 110f 1538 350
Infrastructure - Sanitation 112 -7 - - - -7 - -
Reticulation 112 -7 - - -7 -7 - T -
Infrastructure - Other 270 10245 1027 1750 2509 [ 4ss2  4es2| -
Waste Management - 17 r - 1750 1330 i 4552 4 4682 i -
Transportation 270 10127 1027 - - . . -
r - r

Other - - - - 1219 - - -
Community - 3478 12721 10 443 9931 15788 13035 9236
Parks & gardens - - - 500 400 - 500 -
Sportsfields & stadia - 2838 2781 4793 5366 [ 8818 2351 5875
Community halls - 640 2381 2 850 1797 3170 F 6900 {7 -
Recreational facilifies - - 7274 - -r -7 - r -
Cemeteries - -7 286 2300 2368 [ 3800 3310 3360
Other assets 14130 6618 14 670 16 325 20 535 16 210 17 231 11 070
General vehicles 569 2727 675 8500 7430 6290 12 405 8810
Specialised v ehicles - -7 1737 - -r -7 -7 -
Plant & equipment 1818 176 | 8737 60 anf 1455 7 2564 1610
Computers - hardw are/equipment 645 -7 230 - -r 350 -7 -
Furniture and other office equipment 1789 793 493 2665 2035 [ 1465 320 400
Civic Land and Buildings - 1723 F - - -r -7 - r -
Other Buildings 9309 1200 2098 5100 9900 [ 6650 1942 F 250
Other Land - -f 700 - -r - r -7 -
Intangibles 82 - 24 - - - - -
Computers - software & programming 82 - 24 - - - - -
Total Capital Expenditure on new assets 31677 38 960 37 665 52 980 67 490 54 406 69 239 49 781
Specialised vehicles - - 1737 - - - - -
Refuse - -7 1737 - - - - -
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Table 49 MBRR SA34b - Capital expenditure on the renewal of existing assets by asset
class

. 2014/15 Medium Term Revenue &
Description 2010/11 201112 2012113 Current Year 2013/14 )
Expenditure Framework
R thousand Audited Audited Audited Original Adjusted | Budget Year | Budget Year { Budget Year
Outcome Outcome Outcome Budget Budget 2014/15 +1 2015116 ; +22016/17
Capital expenditure on renewal of existing assets by Asset Class/Sub-class
Community - - - 2100 1 600 1200 1500 1500
Community halls - - - 2100 1600 - 1500 1500
Cemeteries - -7 - - -r 1200 [ -r -
Other assets - - - 1400 1400 600 - -
Other Buildings - -7 - 1400 1400 [ 600 [ -7 -
Total Capital Expenditure on renewal of existing; - - - 3500 3000 1800 1 500 1500
Table 50 MBRR SA34c - Repairs and maintenance expenditure by asset class
L 2014/15 Medium Term Revenue &
Description 2010/11 2011/12 2012/13 Current Year 2013/14 )
Expenditure Framework
R thousand Audited Audited Audited Original Adjusted | Budget Year | Budget Year ;| Budget Year
Outcome Outcome Outcome Budget Budget 2014/15 +12015/16 | +2 2016/17
Repairs and maintenance expenditure by Asset Class/Sub-class
Infrastructure 2703 2571 695 1149 1209 3049 9 596 10 560
Infrastructure - Road transport - 1549 577 610 442 2257 8 740 9635
Roads, Pavements & Bridges - 1096 494 370 22 20007 8460 9333
Storm water - 452 83 240 21 257 280 302
Infrastructure - Electricity - 110 48 495 7051 745 805 | 869
Transmission & Reticulation - 110 48 250 380 | 400 4327 467
Street Lighting - - - 245 35| 345 | 402
Infrastructure - Water - - - 4 4 " 4 4 5 " 5
Reticulation i - - T - 4 4l af 50 5
Infrastructure - Other T 2703 913 [ 70 40 581 a3l nad 50
Waste Management " - 10 " - - 40 " -7 - I -
Transportation - 902 70 40 18] sl ay 50
: r r r i
Other 2703 - - - - - - -
Community - 310 863 73 73 2652 1664 177
Parks & gardens - - - - - 24 25 27
Sportsfields & stadia - 253 189 - -r 157 167 18
Community halls r - 57 161 - B 2500 1500 7 -
Recreational facilities r -r - 493 73 -r -r - r -
Security and policing - - - - -r 109 118 128
Cemeteries - _r _ _ _F 4r 4 4
Other r -r - 19 - -r -7 -7 -
Other assets - 524 995 1956 2245 2717 2472 2 669
General vehicles - 243 46 157 1658 1315 1431 1546
Specialised vehicles - - 118 - -r -F -r -
Plant & equipment - 16 593 469 163 [ 223 7 wm 261
Furniture and other office equipment - 76 49 132 -r 199 ad 233
Civic Land and Buildings - 153 190 1198 - r 1039 583 629
Other Buildings r - %7 - - 425 7 -7 -r -
Intangibles - - 2 - - - - -
Computers - software & programming - - 2 - - - - -
Total Repairs and Maintenance Expenditure 2703 3405 2554 3178 3527 8478 13732 13 406
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Table 51 MBRR SA34d - Depreciation by asset class

2014/15 Medium Term Revenue &

Description 2010/11 2011/12 2012/13 Current Year 2013/14 .
Expenditure Framework

R thousand Audited Audited Audited Original Adjusted | Budget Year ; Budget Year | Budget Year
Outcome Outcome Outcome Budget Budget 2014/15 +12015/16 | +22016/17

Depreciation by Asset Class/Sub-class
Infrastructure 8154 8880 9 817 11720 11 970 13 167 14 483 15930
Infrastructure - Road transport 7802 8605 9350 11110 11348 12483 13730 15102
Roads, Pavements & Bridges 7002 7637 8 361 9 861 10072 [ 11079 | 12186 | 13 404
Storm water 800 968 989 1250 1206 [ 14041 1544 | 1699
Infrastructure - Electricity 119 122 315 158 161 it 195 | 214
Transmission & Reticulation 119 122 315 158 161 [ 1777 195 [ 214
Infrastructure - Other 233 153 152 452 w1 [ 508 [ 558 | 614
Waste Management 233 153 152 301 307 [ 338 [ an 409
Other - - - 151 154 [ 160 | 186 | 205
Community 0 0 4 0 0 4 1 1
Parks & gardens 0 0 0 0 0 0 1 1
Other - - 4 - -r 4 -7 -
Other assets 2223 2599 2988 3462 3536 3886 4218 4706
General vehicles 401 424 520 547 559 614 676 743
Specialised vehicles - - 57 - -r - F -r -
Plant & equipment 870 906 1072 1199 1224 F 1347 F 1481 F 1629
Computers - hardware/equipment 282 382 404 536 547 [ 602 [ 662 [ 728
Furniture and other office equipment 390 476 494 657 671 [ 739 812 [ 894
Other Buildings 278 383 415 487 497 543 601 [ 661
Other 2 28 27 37 arf ur 45 50
Intangibles 102 100 105 43 4 48 53 58
Computers - software & programming 102 100 105 43 44 48 53 58
Total Depreciation 10 480 11 579 12914 15 224 15 550 17105 18 815 20 695

Table 52 MBRR SA35 - Future financial implications of the capital budget

No future implications identified on the capital budget beyond the MTREF period.

Table 53 MBRR SA36 - Detailed capital budget per municipal vote

Full detail with regards to the capital budget is available in Table SA 36 accompanying this

report.
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2.12 Legislation compliance status

Compliance with the MFMA implementation requirements have been substantially adhered to
through the following activities:

1.

In year reporting

Reporting to National Treasury in electronic format was fully complied with on a monthly
basis. Section 71 reporting to the Executive Mayor (within 10 working days) has
progressively improved and includes monthly published financial performance on the
Municipality’s website.

Internship programme

The Municipality is participating in the Municipal Financial Management Internship
programme and has employed seven interns undergoing training in various divisions of the
Financial Services Department. Previous Interns employed permanently by Senqu
Municiplaity are Miss Nolitha Makaba (SCM Demand & Acquisition Officer) , Mr Tshepo
Belebesi (SCM Asset & Disposal Officer) and Mr Moeletsi Nkopane ( Creditors Officer).
Since the introduction of the Internship programme the Municipality has successfully
employed and trained 40 interns through this programme and a majority of them were
appointed either in the Municipality or other Institutions such as KPMG, Ernest &Young,
SARS, Auditor General, National Treasury.

Budget and Treasury Office
The Budget and Treasury Office has been established in accordance with the MFMA.

Audit Committee
An Audit Committee has been established and is fully functional.

Service Delivery and Implementation Plan
The detail SDBIP document is at a draft stage and will be finalised after approval of the
2014/15 MTREF in May 2014 directly aligned and informed by the 2014/15 MTREF.

Annual Report
Annual report is compiled in terms of the MFMA and National Treasury requirements.

MFMA Training
The MFMA training module in electronic format is presented at the Municipality’s internal
centre and training is ongoing.

Policies

An amendment of the Municipal Property Rates Regulations as published in Government
Notice 363 of 27 March 2009, was announced in Government Gazette 33016 on 12 March
2010. The ratios as prescribed in the Regulations have been complied with.
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2.13 Other supporting documents

All other supporting schedules are included in the A-Schedules accompanying this report.
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2.14 Municipal Manager’s quality certificate

b , Municipal Manager of Senqu Municipality, hereby certify that the
annual budget and supporting documentation have been prepared in accordance with the
Municipal Finance Management Act and the regulations made under the Act, and that the
annual budget and supporting documents are consistent with the Integrated Development Plan
of the municipality.

Print Name

Municipal Manager of Senqu Municipality

Signature

Date

March 2014 103



