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PART 1 - ANNUAL BUDGET

1.1 Executive Mayor's Report

The Municipality reaffirms its commitment to the achievement of the goals enshrined within
Vision 2014, namely:

L]

Meeting basic service delivery needs of communities to improve their lives:

Building a clean, efficient, responsive and accountable Municipality;

Strengthening oversight over the Municipality's service delivery and financial
performance;

Changing the socio- economic landscape by investing in Infrastructure, human
resource development and promoting enterprise development;

Strengthening parinerships between the Municipality, communities and civil society.

In the year ahead, the Municipality wil further strengthen its capacity tc implement the
adopted Budget, so as to positively impact on the lives of residenis,
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Councillor DM Mangqo



1.2 Budget Resolutions
{a) The Mayor recommends that the Council resolves that:

(i) Thatin terms of section 24 of the Municipal Finance Management Act, 56 of 2003,
the annual budget of the Port St Johns Municipality for the financial year
2014/2015, and indicative allocations for the two projected outer years 2015/2016
and 20716/2017, and the multi-year and single year capital appropriations be
approved as set out in the following tables:

a. Budgeted Financial Perfarmance (Revenue and Expenditure by Slandard
Classification);

b. Budgeted Financial Performance (Revenue and Expenditure by Municipal
VOIQ);

¢. Budgeted Financial Performance (Revenue by Source and Expenditure by
Type}.

d.  Mulli-year and single year capital appropriations by municipal vote and
standard classificalion and associated funding by source.

(i) That the financial position, cash flow, cash backed reserves/accumulated surnlus
asset management and basic service delivery targets be adopted as set out in
the following tables:

a. Budgeted Financial Position;
Budgeted Cash Flows;
c. Cash Backed Reserves and accumulated surplus reconciliation:
d. Asset Management
(i) Thatin terms of section 24(2)(c)(1) and (i) of the Municipal Finance Management
Act, Act 56 of 2003 and sections 74 and 75A of the Local Government
Municipal Systems Act, Act 32 of 2000 as amended, that property rate sat in tariff

schedule (annexure a) that were used to prepare estimate of revenue by source
are approved effeclive form 1 July 2014

(v Thatin terms of section 24(2)(c)(ii) of the Municipal Finance Management Act 56 of
2003, the measurable performance objectives for capital and operating



expenditure by vote for each year of the medium term revenue and expenditure
framework are approved.

{v) That in terms of section 24(2)(c)iv) of the Municipal Finarce Management Act, 56 of
2003, the amendments to the integrated development plan as sat out elsewhera
in the agenda be approved.

1.3. Executive Summary

The Budget comprises both Operating and Capital Budgets, which is a requirement of
the Constitution and the Municipal Finance Management Act (MFMA). The capital
budget generally contain new or replacement assets such as roads, vehicles, buildings,
etc. The Operating Budget. which is by far the largest com ponent of the Budget,
includes the provision of services, such as rates, refuse collection, etc.

One of the objectives of the budget timetable is to ensure Int gration between the
development of the Integrated Development Plan (IDP) and the Eudget. The IDP is the
strategic plan of the Municipality and it is critical that the Budget enables the
achievement of the IDP objectives.

The assumptions and principles applied in the development of this Budget are mainly
based upon guidelines received from National Treasury (expenditure growth) and other
external bodies such as the National Electricity Regulator of South Africa (NERSA)
South African Local Government Bargaining Council, Water Services Authority (WSA),
major service providers, etc. The IDP's strategic focus areas informed the development
of the Budget, in addition to assessing ihe relative capacity to implement the Budget,
taking affordability considerations into account. The aforementioned guidelines were
considered appropriate to inform the development of the Budget.

The Operatirg Budget totals R 107 673 901 which funds the continued provision of
services provided by the Municipality.

The major expenditure items are employee costs 45,34%, remuneration of counciliors
9.52°% and general expenses 39.46%

Funding is obtained from various sources, the major source being grants and subsidies
received from National and Provincial Governments

In order to support the 2014/15 Operating Budget, the following increase in rates and
service charges have been proposed, with effect from 1 July 2014:

Property Rates: 8%
Refuse removal 6%
Rentals %o
Cemetery Charges 6%
Community and town hails 6%

The Assistance to the Poor Programme currently, provides the faliowing monthly
benefits to pocr households in the municipality:
* Free 50 kwh Electricity



e Free basic refuse removal
* Property rates subsidy

The Capital Budget totals R 32 598 000 of which the bulk of the amount comes the
Municipal Infrastructure Grant. The Municipal infrastructure Grant is mainly earmarked
for road infrastructural projects and Project Managemerit Unit administration fees.

Drawdown for 2014/2015 Financial Year

f

Projeet name (list of projects which July-14 November-14 | March-15 Total amount
will be implentented for the 2012/13 Projections Projections Projections projected
Y including the PMU admin fees)
PMU 100 000.00 | i 2, W 1192 00U.00 |
Nyazi Access Road 600 000,00 600G O )
Buthule Acces Road 00,08 . 000,00
. Qhoboshendiini Access Road 21 006,00 |1 200 0 IIE 284
; Dumesweni Access Roac 4300 74 c:i‘ 0 : i }
Tveni Aceess road 1 700 900 .00 1 140 060 6 § 240 000 £
Bomvini Access Road 00 0 150 0 T O
Lundirw Aceess Road 500 (€ G0 100 Vi ) i i
Renovations of Trattic Departs ; 1 300 L300 0 | 2 {6
Construction of Marker Stalls 1 640 00O K 550 600.00 B I )i 320 {
Ntshamathe A R 10 00000 130 0G0.00 ) 00000 |

|
il

9 130G 000.00

9 G20 DOD.00

6 389 600,00

24 5649 000

The Budget related policies have been adhered to in the development of the Budget
whilst continuous monitoring of budget performance is possible through Key
Performance Indicators as contained within the Service Delivery and Budget
Implementation Plan. The service delivery package are informed by the Integrated
Development Plan which reflects the total project per five Key Performance Area, and
the totals reflected below (1.3.1) as per annual budget are divided as departmental
projects with the IDP to ensure that there is a distinctive alignment IDP and Annual

Budgetl.




1.3.1 Total Service Delivery Package of the Municipality and associated financial

implications

. Service Provided

' Budget and Treasury

|

~

| Corporate Services

|

' Local Econcrnic Development

___| Operating expenditure

'R 8875 463

R 9197 450

{A"T—é'é"hnica% Services

|

Community Services

Funded as follows

| S s e e
' Transfers from National and Local Gov

|
|

4 . - -

R 16 597 916

'

|

'R17 189 274

i

|



[ Refuse Removal 'R611328 T
|
|
| |
F I e
| Property Rates R7011440 i
| Other own revenue T R738133 '

The graph below reflects the tota! projects per Integrated Development Plan:
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1.3.2 Effect of the Annual Budget
In this section the Operating and Capital Budgets are discussed.

1.3.2.1 Operating Budget
The operating budget amounts to R 107 673 991 million and it has been informed by

circular 70 & 72 as follows:

* The inflation rate has been estimated at 5.6% for the next financial year
*  Growth in the salary and wage bill has been provided for in the budget at 6.8%

¢ General expenditure has been provided for 5.6%

Statement of Financial Position — Budast expenditure

Employee Cost 'R 48873598
'Dﬁergmxp . - IR 42 489 407 T T
Remuneration of councillors R10252807 B

4

102529507.00

® Employeo cost
W Opex

Rem of Clirs




Below is a discussion of the main expenditure components:

Employee related costs

The 2014/2015 draft budget provides for annual increments, where applicable, and a
general increase of 6.8% as per guidance of MFMA Circular 70 & 71.

The provision of R 59 673 901 reprasents the employee related cost (inclusive of council
remuneraticn) for 2014/2015 as opposed to the R 53 406 109 for 2013/2014 financial
year. This depicts an increase of 11 % taking into consideration that some of the vacant

posts will have to be filled.

Electricity

It has been estimated that energy consumption levels will reflect a negative growth due

tc the following attributes:

e Significant increases in electricity prices:

« Consumer awareness of the need to conserve energy;
+ The implementation of energy consarvation measures;

The down turn in the economy and its consequentiai impact on industry.

Sources of Funding

The Municipality receives its funding from many sources including property rates
services charges and government grants. The following table identifies the sources of
funding for the current financial year 2014/2015 and the projected budgets for

20152016 to 2016/2017.
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Licences and permits

Agency seniges
¥

Siers recogrused - boerational
QOtter revenue

f> Ganson ¢ sposal of PPE ‘

Total Revenus {excluding capital
transfers and conlributions)

Itis evident from the above, that grant and subsidies constitute the largest component of

5 i ] a0 [ 2
3 123
90 5] ERT | aao
%720 95w

s 43
162 ] 890

municipal revenue. Property Rates, Refuse Removal, Agency Services and rental of
facilities & equipment also constitute a significant component of total revenue.

Statement of financial performance — budgeted revenue (2014/2015)

Comparative Rates and Tariffs

® Refuse removal
B Property Ratoes
Other revenue

® Transfer tecogniscd

In order to support the Operating Budget. the following increases in rates and service
charges have been propased:



Property Rates increase

| 2014/2015

1
" B%

Refuse removal increase

'

e VDS,
: Rental of buildings and Equipment increas

fLicense and Permits increase

1.3.2.2 Capital Budget

1 2015/2016 "i"éﬁi 612017

-
fir |
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6%

The 2013/2014 Capital Budget amounts to R 29 045 098 compared to R 32 598 000 in

2014/2015

The capital budget has gradually increased from the previous year as follows:

[ Vote Description

R thousand

i Tapital expenditure - Vota
Multi-year expenditure to be
appropriated

!
Capital multi-year expenditure sub-
totat

X
-
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Capital budget is depicted by the graph below:
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1.3.3 Funding of the Budget
Fiscal Overview
1.3.3.1 2013/2014 Actual and 2014/15 Projected Financial Performance

The municipality's financial performance and position appears to be sound for the
following reasons:
» Budgets are balanced, being funded from the current financial year's reveniies.
= The municipality operales within its annual budget, as approved by Council.
s The municipa'ity maintains a fairly positive cash position.
» Reasonable revenue collection rates are anticipated to be achieved.

1.3.3.1.1 Operating Budget

The 2013/2014 financiat year expenditure was fully funded from the municipality's
revenues; a similar performance is projected for 2014/2015. The current financial year's
revenues are sufficient to cover the operating expenditures.

The Municipality has developed a Revenue enhancement strategy, and has
implemented the Financial Recovery Plan to ensure the achievement of a callection rate
of 60% within the MTREF.

1.3.3.1.2 Capital Budget

The actual capital budget spending in 2014/4015 amounts to R 32 598 000 of which R
31 988 000 was funded from National and Provincial Government grants,

Mid Term Qutlook 2012/13 to 2014/15

Operating Budget



The operating budget amounts to R 107 673 901 for the 2014/2015 financial year. It then
increases to R 132 257 948 in 2015/2016, and finally R 134 019 864. This growth is
mainly in the following areas:
* Increased spending atiributable to addressing maintenance backlogs in
infrastructure.,
* Increased spending on employee related costs.
¢ Significant increase in legal costs

Capital Budget

Over the next three financial years, capital spending is projected at R32 598 000 in
2014/2015, R 34 203 400 in 2015/2016 and R 35 616 550 in 2016/2017

The projection spending has slightly increased due to higher repairs & maintenance of
equipment and higher repairs of access roads.

Ongoing issues requiring maonitoring and evaluation

The municipality is ciosely monitoring certain issues that could have a significant
financial impact on future budgets. if one or more of them require substantial resources
beyond what is included in the mid-term budget, the municipality will have to adjust its
spending plans to maintain its financial position. Many of the items listed below could
have major and permanent impacts on the cperating budget, and would therefore
require permanent increases in revenue, or commensurate reductions in other services.
Consequently, they should be carefully monitored and evaluated:

¢ Maintenance backlogs in respect of Council's assets — adequacy of budgetary
provisions;
Staffing requirements and the impact on the personnel expenditure target;
¢ Improvement of current collection rates;
+ Reviewing and enhancing the level of the Capital Replacement Raserve, to
ensure that the Municipality is able to cover the purchase of new and
replacement assets;
Payment of long outstanding creditors

1.3.4 Medium Term Revenue and Expenditure

The Projecied Financial Results over the MTEF are as follows:
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1.3.5 Priorities and linkages to the IDP

The Integrated Development Plan {IDP) determines arid prioritises the needs of the
community.
The 2014/2015 to 2016/17 Operating and Capital Budgets were prepared in accordance
with the IDP. The key strategic focus areas of the |DP are as follows:

e Municipal transformation and development

* Service delivery and infrastructure development

¢ Local economic development

* Financial sustainability and viability

* (Good governance and public participation

The abovementianed strateqic focus areas informed the preparation of the Budget
After the tabling of the budget, a series of meetings were be held throughout the
municipal area to consult with the elected public representatives, Ward Committees,
employees of the Municipality, Civil Society, business, labour, National and Provincial
Governments on how the draft budget addresses the IDP priorities and objectives.

The linking of capital projects to the IDP priorities has been relalively simple, whilst the
difficulty in the past has been to link the Operating budget to the IDP. This is now
facilitated through the Service Delivery and Budget Implementation Plan (SDBIP).

Bclow is a table, which illustrates the link between the Budget and the IDP. The review
of the Integrated Development Plan (IDP) in terms of the Municipal Systems Act has
been guided and informed by the following principles:
e [t must support the achievement of the five strategic priorities of the PSJ
Municipality.
Focus on service delivery and the maintenance of infrastructure.
¢ Address community priorities (needs) as identified in the IDP.
* The review of the IDP focused on establishing measurable performance
indicators and targets. These targets informed the preparation of the multi-year
budget, as well as the SDBIP.

PR , 1 e Py | .
[ infrastructure & | Economic | Socia _I Financial J | Institutional

Service delivery Transformation | {_T;a. sforimatic n_.J { Viahility

I ; r| i I
¥ ¥ J ! J}

‘Economic | Safetyand | Budgetand fé—Exer?_gtivc f

| Transformation |

| Roads and
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Stormwater ~ Development security " Treasury | Coundil
| ‘
| Water services ‘ " Recreational ! I Corporate
f . Services | Services

! i e —— YRR - — i - - ——a
' Waste water | |

management i

| STS—,

The above is an indication of Port st Johns Municipality alignment to the National and
Provincial Key Performance Areas and how Directorates are aligned thereto. It should,
however, be noted that in terms of implementation all Directorates are focusing on the
five areas. In order to monitor and evaluate service delivery and financial performance,
key performance indicators are included in all Directors’ performance agreements.

1.3.8 Amendments to Budge! Related Palicies

The MFMA and the Budget and Reporting Regulations require budget related nolicies to
be reviewed, and where applicable, be updated on an annual basis,

A review of the existing budget related policies will indicate minor changes to the
existing policies. The following budget related polices (where applicable) are still yet to
be reviewed (some have been reviewed) and subsequently be submitted to council for
adoption:

 Credit Controi and Dbt collestion Policy
* Supply Chiain Managemant Palicy

» Rates

* Indigent Policy

* Asset Management Policy

* Cash and Investment Management Po cy
e |CT Policy

» Disaster Recovery Plan

= Tarifl Schedules

The following pelicies have been developed and will be submitted to council for
adoption:

. Investment Policy
o Tariff policy

’ Funds and Reserves



1.3.9 Budget Assumptions

The following key assumptions underpinned the preparation of the multi-year budget:

201272013 |

:
 Income B - 0%
‘Property Rates Increase 6 I
| Refuse Removal Increase 6 ]
| Rental of facilites "6 i
“Licence and Permits o - ]"?{" T
“Revenue collection Rate o m_,_._i 8 S
| Expenditure - i A o
Total Operating Expenditure Increzse 56 |
]—Sal'ariesh ) o T 68
Repairs and Maintenance 185 ;

- e . ik

1.4 Annual Budget Tables

The annual budget tables are included in this section.

1.4.1 Budget Summary

The aim of the Budget Summary is to ‘provide a concise overview of the proposed
budget from all of the major financial perspectives (operating expenditure, capital
expenditure, financial position and cash flow, and MFMA funding compliance). The table
provides a snapshot view' of the amounts to be approved by Council within the context
of operating performance, resources utilised for capital expenditure, financial position,
cash and funding compliance.

Taking the aforementionad budget strategy, assumptions and principles into
consideration the 2014/2015 to 2016/2017 Budget was arrived at as follows:

EC154 Port St Johns - Table At
Consolidated Budget Summary

Description i 20101 Current Year 2013114

201415 Medium Term Revenue &
Expenciture Framework
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The ‘standard classification’ refers to a modified Government Finance Statistics (GFS)
reporting structure. The aim of the standard classification approach is to ensure that all
municipalities approve a budget in one common format, to facilitate comparison across
all municipalities.

EC154 Port St Johns - Table A2 Consolidated Budgeted Financial Performance (revenue and expenditure by standard
classification)
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The purpose of the format in which the budget is presented below, is to enable the
Council to enforce a vote in accordance with the municipaiity’s arganisational structure
S0 as o assign responsibility for the revenue and expenditure recorded against these
votes 1o the Municipal Manager and Dircotors cancerned.

Below is a classification of operating revenue and expenditure by ‘vote'. A ‘vote' is
defined as one of the main segments into which a budget of a municipality is divided
into, for the appropniation of funds.

_EC154 Port St Johns - Table A3 Consolidaled Budgeted Financial Performance frevenue and expenditure by municipal vote)
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The Financial Performance Budget is required to be approved concurrently by revenue
source and expenditure type, so as to ensure consistency with annual reporting format
requirements. A key aim is to facilitate comparison between the annual results and the
original budget, so as to assess performance.

The following table reflect the budgeted financial performance by expenditure and

income categories:
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1.4.3 Capital Budget Summary
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Taking the aforementioned constraints into account the following capital budget was

arrived at.



Table A5 Budgeted Capital Expenditure by vote, standard classification and
funding

Table A5 seeks to meet three requirements, namely it shows:

* capital expenditure by municipal vote;

» capital expenditure by standard classification: and

* the funding sources necessary to fund the capital budget, including information
on capital transfers from national and provincial governments thai fund the
capital budget.
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1.4.4 Budgeted Financial Statements

The financial statements below identify the financial viability of the Municipality. It is
evident from this statement that value of the Municipality is increasing and liquidity
although appropriate at this point of time, will require monitoring.

1.4.4.1 Table A6 Budgeted Financial Position
The table presents Assets less Liabilities as Community Wealth. The order of items
within each group is also aligned to the convention of showing items in order of liquidity;

i.e. assets readily converted to cash or liabilities immediately required to be met from
cash appear first.
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1.4.4.2 Table A7 Budgeted Cash Fiows

Table A7 includes, some specific features:

&
» Clear separation of capital
L]

Clear separation of receipts and payments within each cash flow category
and operating receipts from Government. 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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1.4.4.3 Table A8 Cash backed reserves/accumulated surplus reconciliation

The underlying purpose of the table is {o reflect the predicted cash and investments that
are available at the end of a particular budget year and how these funds were used. A
surplus would indicate that sufficient cash and investments was available to meet
commitments, whilst a shortfall wouid indicate inadequate cash and investments was
available to meet commitments.
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1.4.5 Table A3 Asset Management
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This table provides a summarised version of the capital programme divided into new

assets and renewal of existing assets and also reflects 1}

A

The associated repairs and maintenance and depreciation is also reflected.

it also provides an indication of the resources deploy

existing assets, as well as the extent of asset expansion.
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1.4.6 Table A10 Basic service delivery measurement

This table provides basic service delivery information that the municipality approves
basic service delivery targets aligned to national priorities.
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PART 2 - SUPPORTING DOCUMENTATION

2.1 Overview of annual budget process

The budget processes began last year August and thereafter it was ongoing, the processes
allowed consultation with stakeholders, such as the elected public representatives, Ward
Committees, employees of the Municipality, Civil Scciety, State departments, other
municipalities, business and labour, during March / April / May 2014. The annual budget
and Integrated Development Plan were tabled by the Mayor in the municipal council
chambers on the 31 March 2014. After tabling the budget to council it was subsequently
submitted to National Treasury as well as being subjected to a consultation process with
stakeholders, such as the elected public representatives, employees of the Municipality
Civil Society, other municipalities, business. {abour, National and Provincial
Governments.

The consultation took place in the form of a series of public meetings in the various
wards (clustering five wards) under the direction and leadership of the Mayor. Taking the
inputs of the aforementioned consultations inlo account, the Mayor will table the [DP and



Budget for final approval at a Special Council meeting to be held no later than 31 May
2014.

The Service Delivery and Budget Implementation Plan is the mechanism that ensures
that the IDP and the Budget is aligned and will therefore be developed and submitted to
council shortly after approval of the IDP and Annual Budget.

2.2 Alignment of Annual Budget with Integrated Development Plan

The Integrated Development Plan (IDP) determines and prioritises the needs of the
community.

The review of the Integrated Development Plan (IDP) in terms of the Municipal Systems
Act was guided and informed by the following principles:

e Achievement of the five strategic priorities of Port St Johns Municipality.
» Focus on service delivery of backlogs and the maintenance of infra structure
© Address community priorities (needs) as identified in the |DP

The 2014/15 to 2016/2017 Operating and Capital Budgets were prepared in accordance
with the IDP. The key strategic focus areas of the IDP are as follows:

[ ]

Municipal transformation and development
Service delivery and infrastructure development
Local economic development

Financial sustainability and viability

Good governance and public participation

* & = @

The abovementioned strategic focus areas informed the preparation of the Budget.
The linking of capital projects to the IDP priorities has been relatively simple, whilst the

difficully in the past has been to link the Operating budget to the IDP. This will now be
facilitated through the Service Delivery and Budget Implementation Plan (SDBIP).

2.3 Measurable performance objectives and indicators

2.3.1 The Mix of Expenditure Types
The graph below reflects the expenditure componenis of the budgeied statement of financial
periormance.

Statement of financial Performance- Budget Expenditure 2014/2015
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2.3.2 The Mix of Revenue Sources
Below is a graph reflecting the revenue compoenents of the budgeted statement of financial
performance.

Statement of financial performance- Budget Revenue 2014/2015

1

E Transfers operational
B Property Rates
Refuso remova!

® Other revenye




2.4 Overview of Budget Assumptions

Budget assumptions/parameters are determined in advance of the budget process to
allow budgets to be constructed to support the achievement of the longer-term financial
and strategic targets.

The municipal fiscal environment is influenced by a variety of macro- economic control
measures. National Treasury provides guidelines on the ceiling of year-on-year
increases in the total Operating Budget, whilst the National Electricity Regulator of South
Africa (NERSA) regulates bulk electricity tariff increases and the Department of Water
Affairs (DWA) regulates bulk water tariff increases. Various government departments
also affect municipal service delivery through the level of grants and subsidies.

The following principles and guidelines directly informed the compilation of the Budget:

¢ The priorities and targets in relation o the key strategic focus areas as
determined in the IDP.

= The lavel of property rates and t2riff increases to take into account the need to
address maintenance and infrastructurat backlogs, inciuding the expansion of

services.
* An assessment of the relative capacily to implement the Budget.
« The need to enhance the municipality's revenue base.

The multi-year budget is therefore underpinned by the following assumptions;

12014/2015 |
!'Income - T T % T
gmgf?zieglhcrease T 6 o M!
Refuse Removal increase 18 |
Rental of facilities s
Licence and Permits ) o s
Revenue collection Rate T 6 )
" Expenditure B % N
; Total Operating Expenditure Increase ~ 56
i Salaries 6.8
!LRepairs and Maintenance B ’ 15.5

Itis to be noted that the Budget has been prepared, based on Generally Recognised
Accounting Practice (GRAP).



2.5 Overview of Budget Funding

2.5.1 Funding the Budget

2.5.1.1 Funding of operating expenditure

The Municipality's operating expenditure is mainly funded from sources such as property
rates, service charges and government grants. The table below reflects the funding

sources:.
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2.5.1.2 Funding of capital expenditure
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2.6 Expenditure on allocations and grant programmes

GRANTS RECEIVED
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SA 19 Expenditure on transfers and grant
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2.7 Composition of Municipal Personnel Employed

EC154 Port 5t Johns - Supporting Table SA24 Summary of personnel numbers )
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2.9 Municipal Manager’s Quality Certification

Quality Certificate |, Ngamela Pakade, Acting Municipal Manager of Port 5t Johns
Municipality, hereby certify that the annual budget and supperting documentation
have been prepared in accordance with the Municipal Finance Management Act
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supporting documents are consistent w:th the integrated Development Plan of the
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