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Part 1 — Draft Tabled Annual Budget

1.1 Mayor's Report

The Speaker, Municipal Manager, Councillors, Officials and members of the community:

It is my pleasure to be able to submit to you the draft reviewed Integrated Development Plan for the

next four years (2018-2022) as well as the Medium Term Revenue and Expenditure framework
{MTREF) for 2018/2019 up to 2021 through the Emalahleni municipal council.

The economic environment in which we as Emalahleni Municipality function is not easy

considering our high rate of unemployment and poor revenue base made worse, over the past few

years, by the downturn in the economy caused by the world economic recession resulting in such

negative economic contributors as sky rocketing fuel and food prices.

In the light of these factors over which we have little or no control over we are faced as a municipality
with a daunting task and the challenge of

» Huge backlogs in service delivery,

» The socio-economic problems of high unemployment and poverty levels.

And the realisation that solutions to these challenges can potentially be in conflict with or
complement each other.

Today | am able to report to you on the progress made in implementing financial controls, processes
and procedures resulting in the drafting of a credible iDP and a credible budget linked and driven
by our IDP and the national key performance areas of:

Service delivery
Financial viability and management

L ocal economic development

v VYV VY V¥

Municipal institutional development and transformation.
» (Good governance and public participation

We as Council committed ourselves to lead by example in ensuring strict financial oversight and
compliance with the guidelines of National Treasury MFMA.

To achieve this, we as the Council and Executive Committee commitied ourselves to providing
leadership based on a culture of honesty, ethical business practices and good governance by
exercising our oversight responsibility regarding financial and performance reporting as well as
adherence to compliance and implementation of internal controls.

Allow me now to highlight areas of focus within our depariments
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Corporate services

Our organogram has been developed to ensure that it is consistent with the needs of the
organisation. In the months ahead we will be implementing the budgeted positions as
approved and adopted by Council with this budget.

The effectiveness of the governance systems is being assessed and staff within the
institution must work in an integrated and focussed manner driven by the IDP.

We are striving that Emalahleni Municipality becomes an employer of choice that
capacitates both the councillors and staff.

We will also be implementing a project to improve the connectivity

Infrastructure Development and Human Settlénients (IDHS)

The focus of MIG funding will be to ensure that projects are identified within PEDTA,
community and infrastructure to ensure the maximum impact on our community.

The emphasis will be on finalising our road projects and continuing on the electrification of
our villages.

An area we will focus on in the new year will be to address the office space of the
institution and Improving the community facilities.

A number of community facilities will be maintained and constructed in the 2018/19
financial year.

We have allocated R38.150 million to construction and upgrading of Community facilities in
the 20-18/19 financial year.

Planning, Economic Development, Tourism and Agriculture (PEDTA)

The 5-year IDP was developed and was approved by Council in 2017 and we continue to
review it on a yearly basis to ensure it is a true reflection of community, sectoral and
stakeholder inputs and involvement and will be our guide over the remainder of our term of
office.

Local economic development is a crosscutting function which requires the involvement of all
within the institution.

The Elithini Coal Mine is temporarily closed, however there has been political engagements
with the Provincial Government on the status of the mine. There are other small scale mining
activities in a form of sand mining and the brick making. The municipality is in a process of
exploring potential growth out of those small scale mining activities through supporting brick
makers from Indwe and Dordrecht to supply their bricks and material in housing projects.

We have within the spatial development framework of our IDP focussed on potential areas
of growth and despite our limited resources have accessed resources to develop these
potential areas of economic growth through led projects.

We plan to utilise our interactions with business forums to assist them to bring together
established and emerging businesses to share experience and ideas.
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Community Services

The areas | wish to highlight within the Community Services directorate relate to revenue
enhancement and solid waste sites.

The development and establishment of a traffic section within Emalahleni municipality has
been identified as a source of revenue enhancement coupled to ensuring the safety of our
community and to this end a traffic station was built and is currently in full operation.
Further to this to ensure revenue maximisation from the establishment, a new traffic testing
station will be built in the 2018/19 financial year and will be used as a source of additional
income for the municipality.

The solid waste site and its completion remain a priority and we will continue in the new

_financial year to access and allocate funds to this critical area within community services.

An amount of R 800 thousand has been budgeted for funding the site inspection and
establishment for a landfill site.

Finance

The process is ongoing to ensure credible data that forms the basis of our financial
reporting and to this end we will ensure that the SEBATA system is implemented and used
as a management tool.

The introduction of mSCOA has proven to be a challenge however the municipality has put
all its resources fo ensure that the Municipality is mSCOA compliant as reguired by
National Treasury and all efforts will continue until such time that the municipality if
operaiing live on the Sebata mSCOA complaint system SebataEMS.

As a municipality we are grant dependant and fo this end it is necessary to continue
looking for opportunities to expand the revenue base to reduce our dependence on grant
funding and improve our financial viability. Hence one of the projects under financial
viability is the data cleansing and revenue enhancement.

In the new financiat year, we will look to ward councillors and committees in assisting us
with our debt management and will further continue to implement the approved Revenue
enhancement in order to ensure we meet the targeted collection rate of at least 75 %.

Budget figures

The budget we table today projects the following:

Increases

The tariff increases on services will be an average of 5.2% which is in line with the CPIX.

Electricity has been increased by an average of 6.8% in line with NERSA guidelines. These tariffs
are subject to approval by NERSA.

By-laws and policies

Counclil has by- laws and policies in place which will be subjected to continuous reviews so that
they remain relevant.
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income and expenditure

Operating budget
Totfal Revenue: R 153, 426 million
Total Expenditure: R 182, 114 million
Total Non-Cash items: R 30, 256 millicn
Projected cash surplus: R 1, 568 million

The implication of this is to alert us to the need for strict budget implementation and control during
the financial year.

Cap,ta|budget B

Grant Funding: R 42.257 million

Own Funds: R 225 thousand

Borrowings: R15.0 million
Total Capital Expenditure: R 57.482 million

I hereby table the Medium-Term Revenue and Expenditure Framework for 2019 through
2021 for adoption by the Emalahleni Municipal Council as per the resclutions under the
item and budget document.

N

CLLR N. NYUKWANA

MAYOR
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1.2 Draft Council Resolutions

The Council approves and takes the following resolutions for the final annual budget
(MTREF) of 2018/19 financial year:

The Council of Emalahleni Municipality, acting in terms of section 24 of the Municipal
Finance Management Act, {Act 56 of 2003) approves:

1.1.The annual budget of the municipality for the financial year 2018/19 and the multi-
year and single-year capital appropriations as set out in the foliowmg tables

B P
1.1.2.

‘Budget-Summary reflected in Table A1~
Budgeted Financial Performance (revenue and expenditure by standard
classification) reflected in Table A2;

. Budgeted Financial Performance (revenue and expenditure by municipal

vote) reflected in Table A3;

. Budgeted Financial Performance (Revenue and Expenditure) reflected in

Table A4;

. Multi-year and single-year capital appropriations by municipal vote and

standard classification and associated funding by source reflected in Table Ab
as well as individual capital projects reflected under SA36;

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

1.2.1.
1.2.2.
1.2.3.

1.2.4.
1.2.5.

Budgeted Financial Position reflected in Table A6;

Budgeted Cash Flows reflected in Table A7;

Cash backed reserves and accumulated surplus reconciliation reflected in
table A8;

Asset management in Table A9; and

Basic service delivery measurement refiected in Table A10.

2. The Council of Emalahleni Municipality, acting in terms of section 75A of the Local
Government: Municipal Systems Act (Act 32 of 2000) approves and adopts the following
tariffs as set out and included in the budget documentation, with effect from 1 July 2015:

2.1.The tariffs for property rates which are increasing on average by 5.2 % (percent)

@ © £ © €& o 9

Residential 0.0068¢/R

Undeveloped land 0.0068¢/R

Municipal Buildings/Properties 0¢/R
Business 0.0130 ¢/R

Government 0.0130 /R

Agriculture 0.0017 ¢/R

Public Service Infrastructure 0c/R
Public Benefit Organisations 0.0017 ¢/R
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2.2.The tariffs for electricity has been increased by an average of 6.84% in line with
NERSA guidelines. These tariffs are subject to approval by NERSA.

2.3.The tariffs for solid waste services which are increasing on average by 5.2 %
{percent).

3. The Council of Emalahleni Municipality, acting in terms of 75A of the Local Government:
Municipal Systems Act (Act 32 of 2000) approves and adopts with effect from 1 July
2018 the tariffs for other services, which are increasing on average by 6.4 percent, as
set out in the attached budget documentation as (Annexure .......... ).

4. Council resolves that the budget related policies reflected and listed below are approved
for the budget year 2017/18

Property Rates policy

Budget Policy

Tariff policy

Indigence Policy

Credit control and Debt collection

Cash Management and Investments policy
Asset and Disposal Management policies
Funding and Reserve policy

Debt and Borrowing policy

Fleet Management policy

Virements policy

Petty Cash Policy

Supply Chain Management policy

e © & 6 & @ & & & & ¢ © ©

5. Council resolves that the filling of the vacant posts as identified by Municipal Manger
and tabled to Executive Committee, be approved.

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

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.
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1.3 Executive Summary

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 municipal services are provided sustainably, economicaily and equitably to all communities.
The Municipal Budget and Reporting Regulations, as well as various circulars issued by National
Treasury, provides the guidance for budget preparation by local government.

The Municipality’s business and service delivery priorities were reviewed as part of this year's
planning and budget process. In addition, the municipality during March 2018 proactively embarked
on a strategic long-term financial sustainability exercise in order to ensure that this budget, as well
as future budgets, is compiled to ensure that services to the community remains at high levels
_.without overburdening the_consumers of municipal services with excessive tariffs... .

The main items identified by the strategic planning exercise can be summarised as follows:

Improved service delivery;

LUnderdeveloped areas;

impoverished communities;

Co-operative governance;

Unfunded mandates, core functions service delivery agents;
Land availability for e.g. economic development;

Land availability for establishing tip-sites;

Alternative service delivery options;

Obtaining a “clean audit” inclusive of performance management;
Delegation- and procedure manuals;

Risk management;

Improved planning and beyond 5 years;

High crime rate;

Service delivery backlogs;

Improved mainfenance programs;

Local economic development facilitation;

Adequacy of municipal reserves and financial sustainability;
Curtail electricity losses;

Tourism initiatives; and

Improved public participation.

®© © & @ & © & e 0 ©0 © © © ¢ v © o °o °o @

For each of these risk areas the municipality is compiling business plans in order to prioritise
expenditure according to the risk ratings. These business plans will all be implemented over the
MTREF period according to available funding; however, in the 2017/2018 financial year limited
provision was made for the implementation of the business plans.

The Municipality has also embarked on implementing a range of revenue collection strategies to
optimize the collection of debt owed by consumers. Furthermore, the Municipality has undertaken
various customer care initiatives to ensure the municipality truly involves all citizens in the process
of ensuring a people lead government. The municipalily, however, acknowledges that there can
never be too much information and involvement in its interaction with the public at large, and for that
reason it is still identified as a major risk area.

National Treasury’s MFMA Circulars No. 58, 59, 86, 71, 72, 74and 75, 78,89 as well as the Strategic
Workshops and IDP consultation processes, were mainly used to guide the compilation of the
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2018/19 MTREF. Some of ihe key challenges faced by the municipality when compiling the budget
were:

. The ongoing difficulties in the national and local economy;

. Aging roads and electricity infrastructure;

. The need to prioritise projects and expenditure within the existing resource envelope;

. The increased cost of electricity (due to tariff increases from Eskom), which is placing upward

pressure on service tariffs to residents. Continuous high tariff increases are not sustainable
- as there will be a point where services will no-longer be affordable;

. Wage increases for municipal staff that continue to exceed consumer infiation, as well as
the need to fill critical vacancies;
. Affordability of capital projects and the resultant operational costs associated with new

infrastructure projects; and

“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. The municipality is striving to establishing a Capital Replacing
Reserve to fund future capital projects to help mitigate the over dependence on grants for funding
capital projects.

The following budget principles and guidelines directly informed the compilation of the 2018/19

MTREF:

. The 2017/18 Adjustments Budget priorities and targets, as well as the base line allocations
contained in that Adjustments Budget were adopted as the upper limits for the new baselines
for the 2018/19 annual budget;

° Tariff and property rate increases should be affordable and should generally not exceed
inflation as measured by the CPI, except where there are price increases in the inputs of
services that are beyond the control of the municipality, for instance the cost of bulk
electricity. In addition, tariffs need o remain or move towards being cost reflective, and
should consider the need to address infrastructure backlogs;

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

. The budget must be spent in full, and all grants should be utilised in full;

In view of the aforementioned, the following table is a consolidated overview of the proposed
2018/19 Medium-term Revenue and Expenditure Framework:
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EC436 Emalahleni (Ec) - Table A1 Budget Summary

Description perp. 2516 et Current Year 24THS 201819 r.leci!urn Term Revenue &
Expenditure Framework
Rih Audited Audited Audited Original Adjusted Full Year | Preaudit |Budget Year | Budget Year: Budget Year
Outcome | Outcome ! Outcome Budget Budget Forecast outcome 201819 | +1 201920 | +2 202021
Financial Performance
Property rates 3719 3,744 4,148 4302 4502 - - 3615 3,896 4,191
SBervics charpes 11,120 12,036 14,799 14,265 13,522 - - 14,383 15,297 16,257
nvesiment revenue 3350 3346 2313 2,538 1,081 - - 2,045 2,143 2,255
Transkers recognised - operatonal 112,881 145,190 132,075 123,838 123,139 - - 122,903 130,951 138 482
Other ovir revenus - 9097 ~16;205 8,004 9,649 9,649 - - 16,479 44,003 44,333
Total Revenue (excluding capital transfers 140,228 175,101 161,338 134,592 151,893 - - 153,426 163,285 172,739
and contributions)
[Employee costs 42,913 55,775 67,572 78,82% 76,292 - - 86,055 91,213 87,886
Remunersiion of councliors 10,104 10,885 1,185 12,071 12,688 - - 13,703 14,795 15,583
Degreciation & asset mparment 32,245 21,832 20,564 24729 25,548 = = 24,258 24,258 24258
Financs charges . e (77} 1363 857 657} - - 216 2118
Materials and bulk purchases 15,892 14,918 14,386 23,421 20,014 - - 18,366 17,566
Transkers and grans - - - 435 1,379 - - 20 250
Omer expenditure 82,193 95,740 70,773 54,834 45,964 - - 37,328 41,572 i
Total Expenditure 184,133 199,772 185,842 194,823 182,540 - - 182,114 191,812 198,518
Surplus/{Deficit) {43,507) {24,671) {24,504) 140, 231) {30,548) - - (28,688) (28,517} {25,779)
Teansiers and subsidies - capial {monetary aliod 30,399 30615 2,170 32,358 32,358 - - 42,257 31,848 33484
Contribusions recognised - capial & contributed 4 - - - - - - - - - -
Surplusi{Deficit) after capital transfers & {13,508 5944 1,666 {7,673) 1,710 - - 13.569 333 7.705
contributions
Share of surplus/ (deficd) of associae - - - - - - - - - -
Surplus/{Deficit) for the year (13,508) 5944 1,666 {7,873) 1,710 - - 13,569 33 7,705
Capital expenditure & funds sources
Capital expenditure 38,5% 43,8% 35,598 40,359 39,504 - - 57,482 31,848 33483
Transiers recognised - captdl 30,399 0613 26,170 32,358 32,35 - - 42,257 31,848 33483
Public connbulions & donalions - - - - - - - - - -
Bomowing - - - 3,000 7,545 - - 15,000 - -
inemally genermied nds 8,127 18,281 10428 - - - - 225 - -
Total sources of capital funds 38,56 43,8% 35,59 40,358 39,903 - - 57,482 31,848 33,483
Financial position
Tolal current assels 56,580 47277 33,707 18,978 36,732 - - 40,525 36,853 38,277
Toal non cument asvats 355,298 401,605 416,678 444,271 430,831 - - 443 004 454 784 463,159
Total curvent Rabilifies 38467 41,420 41,319 47 22 43,95 - - 50,022 49 402 52353
Toial non cument kabdiges 5,241 5,828 6,878 18,453 14573 - - 21,304 21,71 21,954
Community wiealihvEquty 45,170 400,452 402,128 395,544 403,534 - - 417,203 40,534 428,239
Cash flows
Net cash om {usad) opaeatiag 18,153 45,168 a2 15,178 33,25 - - 1807 254
Net cash fom fusad) srvesing {37,083) 43,229) {35,844) {40,358) {37,363) - - {50,982) (29,548)
Net cash from {used) inaacing {414) {2%6) (353) 8,000 7,250 - - 14,054 (1,035)
Gashicash equivalents at the year end e 28419 13,134 1,073 18,272 - - 13,154 5,205
Cash backing/surplus reconciliation
Cash and invesimzats avaiasie 31,7 28419 13,14 1,072 15,270 - - 13,134 5,205 4,308
Azghcaion of cash and nvesiments 6,638 12,858 g6 18,055 12,083 - - 10,485 6,552 6,672
Balance - surplus [shortfall} 25,081 15,551 4452 116,383) 4 187 - - 2,659 1,387 {2,383)
Asset management
Azeet reginier sammary (WIV) 3852 431,805 416,678 441 272 430,832 - 454 057 465,731 480,875
Degpeeaciaton 32,45 21832 20554 WuTH 25,545 - 24256 24,256 24,258
Fatend of Bsing Asses - - - 4305 4305 - 4508 17,130 1,309
Repars and Wanienanoe 525 700 5923 g4t 6,310 - 5,269 5371 5481
Free services
Cost of Free Bagic Services peovided 44 1,225 184 3,500 3,500 - 3900 3,500 3,500 3,900
Reveaue cost of Fee sanices provided = - - 1,000 800 - 2.000 2,000 2,000 2,000
Households below minimum service level
Wiz = = - - - - - = = -
SantEonisEmeeage - - - - - - - - - -
Eregy - - - - - - - - - -
BEFES 2 ) -] 23 p) bl b} B

Total operating revenue has increased by 1 per cent for the 2018/19 financial year when compared
to the 2017/18 Adjustments Budget. For the two outer years, operational revenue will increase by 6
and by 5.0 per cent respectively. The main reason for the increase in revenue is an increase in

operational transfers.

10
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Total operating expenditure for the 2018/18 financial year has been appropriated at

R182 114 million and transiates into a budgeted deficit of R28 688 million before capital transfers.
When compared to the 2017/18 Adjustments Budget, operational expenditure has decreased by 0.2
per cent in the 2018/19 budget and increases by 5 and increase by 3.3 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 R28 517 million for the 2019/2020 financial year and to R25 779 million
for the 2020/2021 financial year. The main reason for the decrease in deficit is the municipalities
commitment to cutting of expenditure and to build cash backed reserves to improve financial health
and sustainability of the institution, it-can also be-attributed to the aggressive implementation of the
Revenue enhancement plan.

The capital budget of R42.257 million for 2018/19 will show an increase when compared to the
2017/18 Adjustment Budget. This is due to the once-off allocation of additional 11 million for the

construction of the Indwe Stadium. The capital allocation decreases to R31 848 mtiilon in the
2019/20 finaricidl year and ther in"2020/21 decreases to'R33 484 million: B

The municipality has provided for a borrowing of R15 million for capital projects as it currently has
no internal funds available for the financing of capital projects and after considering all other funding
methods, borrowings were seeing to be the most appropriate. 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.

1.4 Operating Revenue Framework

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

The municipality will also have to look at to revamp its revenue enhancement strategy. The latter
will assist the municipality to identify areas to improve their revenue collection. In the absence of a
revenue enhancement strategy, the following information were use to help the municipality’s
revenue management

. National Treasury's guidelines and macroeconomic policy;
. Limited growth in the Municipality and continued economic development;
. Efficient revenue management, which aims to ensure an improve percentage increase in

annual collection rate for property rates and other key service charges. This percentage is
low compared to past history, but is being calculated conservatively due to the signs of
financial stress currently being experienced;

° Electricity tariff increases as approved by the National Electricity Regulator of South Africa
(NERSA);

. Achievement of full cost recovery of specific user charges especially in relation to trading
services;

. The municipality’s Property Rates Policy approved in terms of the Municipal Property Rates
Act, 2004 (Act 6 of 2004) (MPRA);

. Increase ability to extend new services and recover costs;

. The municipality’s Indigent Policy and rendering of free basic services; and

. Tariff policies of the Municipality.

The inflation forecasts for the MTREF period is on average 5.2 % per annum. The municipality’s
aim is to not exceed inflation in its annual tariff adjustments but external factors such as the Eskom
increases and which are bheyond the control of the municipality hampers this goal.

11



Emalahleni Municipality

2018/19 Draft Tabled Annual Budget and MTREF

The following table is a summary of the 2017/18MTREF (classified by main revenue source):

EC436 Emalahleni (Ec) - Table A1 Budget Summary

o i 218/19 Wedium Term Revenue &
Description W45 | M6 L MET Current Year 2017/18 . ,
Expenditure Framework

Re—— Mudted | Audted . Audted | Original : Adusted | Full Year | Preaudit |Budge Year Budget Year | Budge Year
Outcome | Outcome | Outcome | Budget : Budget : Forecast | outtome | 2018/13 : #1 201910 | +2 20201

Financial Performance
Progeny raies VRO v/ S Y X T S R R X1 : = 5L 1% 4
Senvice charges Wi 106 W8] X 652 - SR TX R ¥ T B ¥
vestment rvene W 36 23| 25E 1R - - M50 M L
Trasiers recopised - operaiondl 1172 B LN | 74N I 77, E R AN L ) 129031085t ——136.482
Offer oWt revenis 97 025 a0 GR9 98 " T 049 10681 1
Total Revenue (excluding capital transfers 14025 175400 ; 161,338 154,592 151,893 - - 1534% 183,29 1712738

and contributions) | : ‘

The percentage revenue from own sources increases during the budget year. In the two outer years
of the MTREF the increases in revenue is fairly consistent. The growth in revenue contributions are
indicated below (Excluding Capital Transfers). 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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EC126 Emalahleni (Ec) - Table A4 Budgeted Financial Performance (revenue and expenditure)

= 2018/19 Medium Term Revenue &
Description Refi 2H14i13 2045/16 6T Current Year 2017/18 :
Expenditure Framework
R thousand ’ Audited Audited Audited Original : Adjusted | Full Year | Pre-audit | Budget Year ; Budget Year : Budget Year
Outcome | Outcome : Outcome | Budget : Budget | Forecast | outcome | 201818 | 1 2009720 { +2 2020/
Revenue By Source
Progeny rass 2 374 3,744 4428 4302 £502 e = 1315 3,8% 4,491
Service charges - iECTiCity revenus 2 EX7%) 3745 11,023 10,785 9757 = - 10,570 11,204 11,38
Servioe charges - wialer revenue 2 - - - - - - - - - -
Service charges - saniiafion revenue F - - - - - - - - - -
Service charpes - refiss ravenys 2 235 3,290 3777 3,500 3,764 . e 3,813 4,093 4358
Servioe charges - ofer
Fenal of faciies and euipment 72 7 trad a5 7 %6 r R [ R
st earned - extiemal vestments 3350 3845 R k) R 1 Fooaos? 2187 0 2%
rierest Tamed - uiSEng Uk g At — g TS0 5386 T — 5855 T —— 5,93
Fines, penafis and forsits 108 8 15[ wrf % r 1mf 157 121
Licences and permits 452 a4 ol 40 16% foliinpan B aoeFl. e
figency servicss & 59 gl gsg 7 858 R T IR Y
Transiers 30 subsidies 12y ws0:  mors[  1dsk] 1231 o’ 13917 184
Cher revenuz Z 3811 479 E7E] 522 8% - - 552 559 810
(Gains on disposal of PPE L = 490 3 115 i x 5
Total Revenue [excluding capital transfers 40226 17510 161338 [ 154592 151,693 i z 195426 1 163,20 172739
and contributions)
Expenditure By Type
Erployes related costs 2 42,513 55773 57572 78,9% 76,262 = = 85,055 91,213 97,55
Remungraion of councilors 10,104 10,885 11,183 12,01 12688 13,703 14,789 15,983
Dettimpament 3 13,567 £39 7406 7,500 3,000 5,000 5,000 5,000
Deprecisfon & assetimpainment 2 32,245 AR 20,54 WIR 25,545 s “ L 2,35 2425
Finanos charges 787 (7] 1,383 857 557 2118 2.116 2116
Bulk purchases 2 14,30 13,480 12,943 18,530 14320 = - 15,070 15,070 15,070
Ofher matenials : 1,082 1,857 1,437 6571 5,004 329 24% 28%
Contactsd services 3372 13,774 10,210 5882 17,163 2 - 11,418 15,612 18812
Transkers and subsidies - - - 435 1,379 - - ™ X0 230
Cther expendiure 45 53,907 53,73 51912 44502 25,801 . 5 19,915 19,960 20,009
Loss on disposal of PPE 1147 5,331 1,204 3 = 2 Y =
Total Expenditure 1841131 199772 485842 | 1MEZ . 162540 N - 1824141 491812 198,518
Surplus/{Deficit) [#3907) (671 (4504 (0B (30.648) = = [3.688) (WA (55779)
Transkers and subsidies - capial {moneiary
alocations) {Naiotal  Provincial and Disoc) 30,3% WA %170 32358 32,358 42957 3,348 13484
Transiers and subsides - capial (mosstary
alocations) (Nafoad | Provincd Depadmensl
Agesoies, Housshoids, Noa-peoit bsitsgons,
Prvate Enerpeses, Pugiic Corpoesioes, Highse © - . " & = &5 % - e _
Transiers 33d subsdies - capital (is-ond - l)
Surplusi{Deficit) ahter capital transfers & [13.588) 5,34 1,668 (1873 1,710 - - 13,569 3.3 7,705
contributions
| ST
Surplusi{Deficit) zfter taxation (1356 534 1668 (3] ifid 3 - 13569 338 7708
Aty T minodtes
Surplusi{Deficit) atiributable to municipality (13.508) 5944 1,666 781 1710 - - 13,369 W L
Shave of surius/ {deicd) of associae T
Surplusi{Deficit) for the year (13.508) 5944 1,666 8m 170 & g 13,569 3331 7,705

Revenue generated from rates and services charges forms a significant percentage of the revenue
basket for the Municipality, but operating grants forms the major funding source.

This growth can be mainly attributed to the increased share that the sale of electricity contributes to
the total revenue mix, which in turn is due to rapid increases in the Eskom tariffs for bulk electricity.
The above table excludes revenue foregone arising from discounts and rebates associated with the
tariff policies of the Municipality. Details in this regard are contained below:
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EC136 Emalahleni (Ec) - Supporting Table SA1 Supportinging detail to 'Budgeted Financial Performance’

Description

R thousand

Ref

2014013

201516

201617

Current Year 2017118

2018/19 Medium Term Revenue &
Expenditure Framework

Audited
Outcome

Audited
Outcome

Audited
Ouicome

Original
Budget

Adjusted ; Full Year
Budget Forecast

Pre-audit
outcome

01819

Budget Year . Budget Year
+ 019720

Budget Year
+2 2020/

REVENUE ITEMS:
Property rates
Tod Propeny Raes
less Revenue Foregone (exemptions, reductions and
rebates and impermissable values in excess of
section 17 of MPRA)
Net Property Rates

Service charges - electricity revenue-
Tolal Service charges - slechicily revenus
less Revenue Foregone (in excess of 50 kwh per
indigent household per month)
less Cost of Free Basis Services (50 kwh per
indigent household per month)
Net Service charges - electricity revenue

Service charges - water revenue
Tokal Service chiarges - waker revenue
Ies3 Revenue Fovegone (in excess of 6 kilolitres per
indigent household per month)
less Cost of Free Basis Services (6 kilolifres per
indigent housetiold per montfy)
Net Service charges - water revenue
Service charges - sanitation revenue
Tolal Service charges - sanialion revenue
less Revenue Foregone (in excess of free sanitation
service to indigent households)
less Cost of Free Basis Services (free sanitation
service to indigent households)
MNet Service charges - sanitation revenue
Service charges - refuse revenue
Toa refise removal revenue
Toal iandfil revenuse
Izss Revenus Forsgone (in excess of one removal &
week to indigent households)
less Cost of Free Basis Services jremoved once &
week to indigent households)
Net Service charges - refuse revenue

(Other Revenue by source
Daldieg plans
lesamnce koome
Hougieg Mdmie Faes
Sy lcoms
Aammsrabve Harding Fees
Butiding Pas Azpeoval
Cemeiety aed Basal
Clearasce Caticaes
lnspecion Fees
leswanos Ratmd
Phatooopies and Faxes

o

3719t

XL

CAL i

5,302

1,000

5,302

I sasl

2,000

5,8%

2,000

;191

2,000

3718

&85

3744

4745

4,146

11,023

4302

128857

11,857

2100

2,100

r g’

3613

2100

3,696

13347 13989

2,100

4191

2,100

8,825

8146

102

10,763

9737 =

10,370

11,204

11,869

n

2311

4315

12

561

1,500

)

5554

1,300

g

55613

1,800

a
i
@
e

an
I’
i

1,800

P Rl

14

3,500

3,764 -

31813

ZRo' !

o

L

4368
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Tariffs for indigent households are set out below:

1 [ R65 000

Rates free of charge to the value based on market value of his property to the maximum of

2 | 50 kWh free electricity per month

3 | Free refuse x 4 removal per month

Operating grants and transfers totals R123 139 miillion in the 2017/18 financial year and decreases
to R122 903 million in 2018/19. 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 dependant 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. The contribution for Councillors Allowances also increased
significantly for the budget year. The following table gives a breakdown of the various operating

grants and subsidies allocated to the municipality over the medium term:

EC126 Emalahleni (Ec) - Supporting Table SA19 Expenditure on transfers and grant programme

o 201819 Medium Term Revenue &
Description Refi 201413 1316 267 Gurrent Year 2017118 )
Expenditure Framework
—— Auditd | Auditd | Audited | Original { Adjusted Full Year | Budget Year Budget Year | Budget Year
Outcome : Qutcome ; Outcome Budget Budget : Forecast 01819 ¢+ 2019720 ;2 0202
EXPENDITURE: L é :
Operating expenditure of Transfers and Gran'wf ; : . :
National Government: ; 0853 W26 1BIN| 1381 121348 - 6 1BME 173N
Local Govammen Equiisils Share ol TS 49| 1580 1159 a4 10807 1908
Finance Vianagement 1301 1375 2010 2345 235 2413 280 3312
Municiodl Systems Imorovement 93 i 90 :
EPHIP hossive 127 100 1415 1,308 1,308 20
Inegraied Nafional Biecyication Programms | HWo: A0 8317 4400
Viater Kfisies ; (4
Vinicipal Ifastracire Grant 1,549 | 151 138 1,703 1,703 1,545 18T 782
Provincial Government: 23 881 1127 90 900 . %2 1005 1,003
LED i i
Rutal Deveivomant E
Vs Mstsgemant 1,33
Liseary RE i 147 30 80 52 s B0
District Municipality: 1.m 1312 23 1,500 Y - = - .
Gresnzst Municipaliy 20 0
Cieaning Program b
{ndigent Applizafion Project if2
¥ Transpot i

Feediat 500 80t
" T Sugpot 20

Paving 1,485 1,000 1487 1,000}

Revenys Enhancement 105

Other grant providers: - - - 9 ] - - - -
SETA @ 5

Total operating expenditure of Transfers and Granti 1128001 145,400 0 12073 | B8R BN - ]a ;108 1R
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Revenue from capital transfers as indicated below is growing steadily from R32 258 in 2018 to R42
576 million over the MTREF period. This is mainly due to the once-off amount of R11 million to be
received for the construction of Indwe Stadium.

Gapital expenditure of Transfers and Grants !
National Government: 30,142 30,615 BA70 32,356 32,356 - 42,257 3,847 33,484
Municpd hirasiruciure Grant (MIG) 30,142 30,615 23,170 32,358 32,358 42 257 3H.847 34
Provincial Government: 7 - 3.000 - - - = = &
Foads 3,000
District Municipality: - = = = = = = - -
Other grant providers: - - - - - - 95 100 103
SETA % 100 105
Total capital expenditure of Transfers and Grants 30,309 30,615 26,170 32,338 32,358 - 42,352 31,547 33,389

Total revenue per municipal vote, including capital transfers, is listed below:

EC4136 Emalahleni (Ec) - Table A2 Budgeted Financial Performance (revenue and expenditure by municipal vote)

. 2018119 Medium Term Revenue &
Vote Description Refi 2014i13 201516 21617 Current Year 201718 ,
Expenditure Framework
Rih g Audited Audited Audited Original Adjusted i Full Year |Budget Year  Budget Year | Budget Year
- Qutcome : Outcome : Outcome Budget Budget Forecast 01819 + 201920 : #2200/

Revenue by Vote i

Voie 1 - Execufive sad Councl 6,092 6,774 6,595 8,873 6,675 - 7,015 7,362 7,

Vo 2 - Corporaie Servioss a2 9 k1] 0 0 - % 100 105

Voie 3 - Budget and Treasury 110,163 122488 121,063 120,703 119,862 - 119,108 124838 133,651

Vot 4 - Ecosomic Development Toussn 3ad Agicult 502 558 55 550 806 - 5 & ]

Voe 5 - Communiy and Social Services | 10,330 145 11,352 11,319 11,38 - 12533 13,350 4067

Ve 6 - bivastuctes g Human Setfemant {ID@S} 434% 84318 47% 47614 45,432 - 547 45477 50,652
Tolal Revenue by Vote ] froga: e 18708 136,950 188 7t - 195,683 W e
Expenditure by Vote o be appropriated 1

Viote 1 - Execefive aad Councl 3012 32847 k] wIN W - B 35,290

otz £ - Corpoeais Servioes 2103 20083 20,239 21,269 2034 - 16,670 17,38

Vot 3 - Budpst and Treasury 850 26,803 2725 e 28,3714 - 04874 31,691

Vot 4 - Ecosomic Devehopment Towssm and Agncult 83 68,3 6,375 6,688 8,811 - 549 5,340 §

VoE 5 - Comemnity aed Social Servioss. | 20 41333 04% 24,457 390,114 s 515 B2

Vo 5 - lakastucire and Hamat Setioment {*L‘liih?; 53592 89,587 #1190 36,808 52,880 - §1,0% 84,611 64,
Total Expenditure by Vote ] R R BT Y T A VY 77 E 71T - Ly ST T TP T £ 11
Surplusf{Deficit) for the year 2 13,508 534 1,666 7873 1,70 - 13,569 333 7.703

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 5.2 per cent upper boundary of the South African Reserve Bank’s inflation target.
Excessive increases are likely to be counterproductive, resulting in higher levels of non-payment.
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The percentage increases of Eskom bulk tariffs are far beyond the mentioned inflation target. 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 its Credit Control Policy stringently but there are always situations
where there are defaults on payment. The contribution for bad debt is increasing from

R3 million in 2017/18 to R6 million in 2018/19 financial year.

it must also be appreciated that the consumer price index, as measured by CPl, 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

“gervices, whereas the cost drivers of a municipality are informed by items such as the costof ~

remuneration, bulk purchases of electricity and water, petrol, diesel, chemicals, cement etc. The
current challenge facing the Municipality is managing the gap between cost drivers and tariffs levied,
as any shortfall must be made up by either operational efficiency gains or service level reductions.
Within this framework the Municipality has undertaken the tariff setting process relating to service
charges as follows.

1.4.1 Property Rates

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

National Treasury’'s MFMA Circular No. 51 deals, inter alia with the implementation of the Municipal
Property Rates Act, with the regulations issued by the Department of Co-operative
Governance. These regulations came into effect on 1 July 2009 and prescribe the rate ratio for the
non-residential categories, public service infrastructure and agricultural properties relative to
residential properties to be 0.25:1. The implementation of these regulations was done in the previous
budget process and the Property Rates Policy of the Municipality has been amended accordingly.

The following stipulations in the Property Rates Policy are highlighted:

. 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 R65 000;

. The limit for indigent households is twice the amount of government social pensions.

The municipality investigates a tariff structure consistent with operational reguirements but also to
ensure that the ratepayers are not over-burdened.

The categories of rateable properties for purposes of levying rates and the proposed rates for the
2018/19 financial year based on a general 5.2 per cent increase from 1 July 2018.
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PROPOSED TARIFF STRUCTURE FOR 2018/2019 TO 2020/2021

CPI 6.20% 5.20% 5.50% 5.50%
17/18 | 18/19 | 19/20 | 20/21

= IRatios Excl Vat| Excl Vat | Excl Vat | Excl Vat
Residential 1.00 0.0092 0.0068 0.0072, 0.0076
Undeveloped land/Vacant land 1.00 0.0092 0.0068 00072 0.0076
Business 1.50 0.0138 0.0102 0.0108 0.0113
Government 1.50 0.0138 0.0102 0.0108 0.0113
Agriculture/Farms 0.25 0.0023 0.0017 0.0018 0.0019
Public Service Infrastructure 0.00 0.0000 0.0000) 0.0000 0.0000
Public Benefit Organisation 0.25 0.0023 0.0017 0.0018) d.0019
Indigent subsidy will be based on market value of R 80 000 for property rates |

1.4.2 Sale of Electricity and Impact of Tariff Increases

Electricity has been increased by an average of 6.84% in line with NERSA guidelines. These tariffs

are subject to approval by NERSA.

Considering the Eskom increases, the consumer tariff had to be increased by 6.84%per cent to
offset the additional bulk purchase cost from 1 July 2018. Furthermore, it should be noted that given
the magnitude of the tariff increase, it is expected to depress growth in electricity consumption,
which will have a negative impact on the municipality's revenue from electricity. Registered indigents
will again be granted 50 kWh per 30-day period free of charge.

ELECTRICITY TARIFFS & CHARGES

Standard interest + 1.00% would be charged on all late payments

Implementation subject to NERSA approval

Tariffs are applicable throughout Emalahleni Municipality unless indicated otherwise
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PROPOSED TARIFF STRUCTURE FOR 2018/2019 TO 2020/2021

6.20% 5.20% 5.50% 5.50%
17/18 | 18/19 | 19/20 | 20/21
Excl Vat| Excl Vat | Excl Vat | Excl Vat

Indigents Prepaid
Block 1 - 0 - 50 Kwh

Block 2 - 51 - 350 Kwh
Block 3 - 351 - 600 Kwh
Block 4 - > 600 Kwh
Domestic Conventional & Prepaids - Single Phase
Block 1 - 0- 50 Kwh
Block 2-51 - 350 Kwh
‘Block 3 - 351 - 600 Kwh
Block 4 - > 600 Kwh
D stic Conventional & Prepaids - Three Phase
Block 1 -0 - 50 Kwh
Block 2 - 51 - 350 Kwh
Block 3 - 351 - 600 Kwh
Block 4 - > 600 Kwh

SMALL <3 500 Kwh
CONVENTIONAL SINGLE PHASE
Basic Charge /month

Energy charge: KWh
CONVENTIONAL THREE PHASE
Basic Charge /month

Energy charge: kWh

Prepaid - Single phase
Prepaid - Three phase
LARGE * 3 500 Kwh
Basic Charge /month
Energy charge: KWh
Demand: R/KVA

Kva meter - Kwh
- Kva

Single & Three Phase

@ cost 1 ] |

1ST OFFENCE 1,650.00 1,850.00 1,951.75| 2,059.10

2ND OFFENCE 3,300.00 3,550.00] 3,745.25] 3,95L.25
RE-CONNECTION FEE - TEMPERING 4,108.04| 4,350.00] 4,589.25| 4,837.55
Domestic 350.00 368.20 388.45 409.80
Business/Commercial 650.00 683.80 721.41 761.10
Government 1,000.00| 1,052.00] 1,109.86] 1,170.90

Domestic - Single Phase 955.79 1,005.45 1,060.80] 1,119.14
Business 1,797.79 1,891.27 1.‘395.29' 2,105.03
Business/Commercial { 100 Kva) 5,413.66) 5,695.17| 5,008.41] 6,338.87
Business/Commercial - Three Phase (50 Kva) 13,814.19| 14,532.53] 15,331.82] 16,175.07

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.

Electricity line losses should be continuously monitored as it can represent a significant financial

loss for the municipality. In general electricity line losses of 10% are being regarded as “acceptable”
in the industry and Emalahleni Municipality is well above that norm.
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Comparison between current electricity charges and increases

It should further be noted that NERSA has advised that a stepped tariff structure must be used. The
effect thereof will be that the higher the consumption, the higher the cost per kWh. The aim is to
subsidise the lower consumption users (mostly the poor). The Municipality should comply with this
requirement.

1.4.3 Waste Removal and Impact of Tariff Increases

The Municipality should 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 cost drivers for this section 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 as cost drivers. 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.

Higher increases then inflation will not be viable in 2018/19 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 5.2 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 2018.

Comparison between current waste removal fees and increases

PROPOSED TARIFF STRUCTURE FOR 2018/2019 TO 2020/2021

6.20% 5.20% 5.50% 5.50%

17/18 | 18/19 | 19/20 | 20/21

Excl Vat| Excl Vat | Excl Vat [ Excl Vat
Domestic consumers {once per week) 79.42 87.36] 96.10 105.71
Commercial consumers | once per week) 158.82 174.70, 192.17 21138
Commercial consumers | two times or maore per week) 501.24 551.36 606.50
Government consumers | once per week ) 396.67 436.34 479.97 327.97
Indigents 79.42 87.36 96.10 105.71
Subsidy - 100% 79.42 87.36 96.10 105.71
Effective charge 0.00 0.00 0.00 0.00
Special refuse collection 289.39 304.43 321.18 338.84
Special refuse collection - Government and Commercial 343.89 361.77 381.67 402,66
Collection of garden refuse 289.39 304.43 321.18 338,84
Clearing of Vacant Plots 542.72 572.57|  604.06
Tree felling - inside yard per tree 3,268.53| 3,438.49 3,627.61] 3,827.13
Tree Pruning - Inside Yard |per tree] 1,813.81] 1,913.57] 2,018.81
Building rubble - per load 334.60 352.00 371.36 33179
Disposal of General Waste at Landfill Site 321.17, 338.84 35747
Disposal of Condemned Waste (per m?] plus special collection fee/Disposal fee 186.74 197.01 207.84
Grass Cutting - inside the yard - Residential 542.72 57257  604.06
Grass Cutting - inside the yard - Governament and Commercial 868.36 916.12 966.51
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1.4.4 Overall impact of tariff increases on households

The following table shows the overall expected impact of the tariff increases on different households.
The National Treasury adjusted the way comparatives are being calculated and for that reason
current tariffs are unfortunately not included.

Note that in all instances the overall impact of the tariff increases on household’s bills has been kept

to about 7.6%, excluding the electricity adjustments.

EC136 Emalahleni (Ec) - Supporting Table SA14 Household bills

WIS | M6 2MET Current Year 2017/18 2T H Wostomy Term Revenae & Eapridiie
o Framework
Description
Ref: Audited | Audited | Audited | Original | Adjusted @ Full Year |Budget Year | Budget Year : Budget Year | Budget Year
Qutcome © Outcome | Outcome | Budget | Budget | Forecast | 201819 | 201619 +1 201320  +2 202021
Randicent % incr.
Monthly Account for Household - Niddle  © 1
Income Ran
Rates and services charges:
Propery rates wn! e a7 T sugs 5495 sol seas sl 6w
Bec¥icty. Consampion 150007 a0’ 1aam? isee 1,502.67 sanl 1520 1emsol 173680
Viaer: Basic kevy - s -
Wizes: Consumpiion
Sanitaion
Fese removal wn! NS un! aAn 94 ok @x] w0l w0
Cher
sub-total 1751431 190863 204587 210703 1 2140703 6% | 225040 237246 250743
VAT on Benvices
Total large household bill: 1750431 1908630 204587 210003 - 210003 65% | 2245041 237246 250043
% increasel-decrease 9% 1.7% 0% (100.0%) i 6.5% 3T% 5.7%
Monthly Account for Household - *Affordable | 2
Range"
Rates and services charges:
Property raes wa !l e 31307 e 77163 sl wal s an®B
Bsccty: Basic levy
Bectcty: Consamplion we! MmN ma! mn 210 6g%l 2% T B 70
Viater: Basic lsvy r L [ 2 t Y
Water: Consumptios r i u 2
Sani=in r A r = r 23
Fesse removal B! WS an’ w8 7942 ookl wx” w0’ e
Oz :
sub-total 55647 61347 §3% 8. = 3 %7] 6.3% 72648 77038 $7.09
VAT on Services
Total small household bilk: 536 47 61347 3.9 .2 - 68322 6.3% 7248 70.38 7.0
% increaseldecrease ¥ 13 45%E (100.0%) = £.3% £.0% Ba%
Monthly Account for Household - Indigent’ | 3
Household receiving free basic senvices
Rates and services charges:
Propery raes mun’ =B 15935 7 19880 165,60 sl wal wal wias
Becricty. Basic levy
Becricty: Consumpion mw! ! me %200 120 R 7 LA RGN ¥
Viser Basiclevy 4 o o R S :
Vister: Consumation - - - ' il -
e |
Ffise remove (% A 1 nn! nn 7942 wrs [ wxT w057
Ofher |
sub-total 5263 53288 369,81 59042 < 590,02 65.5% £30.20 668.79 710.00
VAT on Services
Total small household bill 52663 53248 569,81 9002 - 5002 5.5% 530.20 6879 0N
% increasel-decrease 1.2% 6.9% 5% (100.0%) . 6.8% 1% B.2%
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1.5 Operating Expenditure Framework

The Municipality’s expenditure framework for the 2018/19 budget and MTREF is informed by the
following:

o Guidance provided by National Treasury in Circulars 58, 59, 66, 71, 72, 74, 75, 78, 80, 85
and 86,89
. Balanced budget constraint (operating expenditure should not exceed operating

Revenue) unless there are existing uncommitted cash-backed reserves to fund any deficit;
Funding of the budget over the medium-term as informed by Section 18 and 19 of the
MFMA;

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

<1z Te [Torc1xie) a T o] =T o N
Operational gains and efficiencies will be directed to funding the capital budget and other

core services,; and
. Limitation on tariff increases.

The following table is a high-level summary of the 2018/19 budget and MTREF (classified per main
type of operating expenditure):
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EC136 Emalahleni (Ec) - Table A4 Budgeted Financial Performance (revenue and expenditure)

Description Refi 2004115 1516 BT Current Year 2017/18 PO e lore
Expenditure Framework
Rt 4 Audited Audited Audited Original Adjusted Full Year Pre-audit | Budget Year ; Budget Year : Budget Year
Outcome : Outcome | Outcome Budget Budget Forecast outcome 201819 P 41201920 | +2 2020021
Revenue By Source
Progerty rates 2 3,716 3,744 4145 4302 4502 - - 3,845 3,856 419§
Servios charges - Saoricty revans 2 ¥75) 8745 11,023 10,765 9,757 " " 10,570 11,204 11,889
Servics charges - vialer revenue 2 - - - - - - - - - -
BEAOE ChAVDES - SAMER0N 1EVENE 2 —e a e = = = = i 3 = 5
Servioe charges - rehise revens ) 2,367 3,260 3777 3,500 3,764 - - 3813 4033 438
Service charges - cher
Rental of faciifies and equipment Fral m [ as ¥ 06 : 7GR} -5 N 7
terest samed - extemal invesiments 3350 3846 23l asml qom Floam ™ o s
interest camed - oulsanding debiors 35% 4573 amel smel 500 i gapgiili s Ree ¥ - Uisesy
TGEAS FeCaved ks s o 1 et o ot e
Fines, penaliies and brisis 108 8 116 [ wr’ % i 1o’ 157 121
Licences and permits 3] a wnl 1wl 16 F o afasil o anee . ies
Agancy services £ 5 el 34 a5 r sm’  wm?
Transirs and subsdes 112,881 wsi0: o mssl 133 r wmea?” mem? ma
e revenuz -] EXAE 4% 2 622 %0 - o 554 531 &40
Gains on dsposal of PPE = B g0 o 145 r % Lty 3
Total Revenue {excluding capital transfers 140,228 175,101 161,338 134,592 151,893 « . 153,426 163,299 172,739
and contributions)
Expenditure By Type
Empioyss reisied oo 2 2643 55,775 7,572 78,925 76,22 = - 25,053 91,243 57,355
Femuneraion of councllors 10,104 10,385 nwsl ¥ e r #o? wwr 15%
Dett impairment 3 13,567 4398 7405 I 75007 3,000 5,000 7 6000 ¥ 6,000
Desvecision & agsatimpaement 2 2,45 2832 nHer HIRT  BH % -F mBeT  Wye¥ 1435
Finance charges 7 &2 1,363 857 857 2416 2116 2416
Bulc purchases b) 14,809 13,480 12,48 15,350 14,520 - = 15,070 13,070 § 15,070
Oter matesials g 1,082 1,437 1437 8,571 5,094 1% 249 ¢ 2456
Convacked servioss 25 13,774 10,210 5332 17,163 < - 11,414 15612 | 14812
Transirs and subsides - - - 435 1,379 - - 250 ™0 ]
Other expenditre 45 53,907 83,73% 5,912 a1 50 25,300 - 2 19,315 19,960 20,009
Loy on disposal of PPE 1167 583 1,244 u = 3 5 2
Total Expenditure 184,133 199.772 185,842 194.323 152,540 2 & 182114 191,812 198,518
Surplusi(Deficit) 43.997) (24,871) (24,504 (40,231) (30.84%) - - (28,688) (28,317 (23,779
Teansers and subsdies - capial {moneiary
shocaions) (Nafions) / Provincial asd Distic) 0,38 0515 %170 32,358 3235 42,357 31,848 33434
Teansies 920 susidies - captsl {mosetry
diocaions) (Natoad / Prowascd Departmenal
Ageacies, Househoids, Nov-woit echtons
Pevae Eaerpaces, Pulic Corpoestons, Higher © & - - - - - - - - - -
Teansiers aad subudies - c3pial fislusd - )
Surplus/(Deficit) ahter capital transfers & [13.508) 5,944 1,666 7.573) 1,710 i < 13,569 3.3 7,703
contributions
Taxsioa
Surplusi{Deficit) after taxation {13.508) 5,844 1668 7873 i = Z 13.369 133 7.70%
Abutstle © minostes
Surplusi{Deficit) attributable to municipality [13,508) 594 1,666 7573 1,710 = . 13,369 33U 7.703
Sz of sumplus’ (defick) of sssodae 7
Surplusi{Deficit) for the year (13.508) 5944 1,666 7573 1,710 = = 13,369 334 7.703

The budgeted allocation for employee related costs for the 2017/18 financial year totals

R86 055 million, which equals 47,2 per cent of the total operating expenditure. This percentage
increases to 47,5 and 49,3 per cent in the outer years of the MTREF period. Should electricity bulk
purchases and depreciation be excluded, in order to compare it with other municipalities on a more
equal basis, the costs represent 60 per cent of the expenditure and changes to 59 and 61 per cent
in the outer years. Based on the guidance provided by National Treasury in Circular 86 and in the
absence on a new collective agreement on increases, salary increases have been factored into this
budget at a percentage increase of 9 per cent (including the notch increases of 2.5 %) for the
2018/19 financial year. An annual increase of 9 per cent has been included in the two outer years

of the MTREF.
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The cost associated with the remuneration of councillors is determined by the Minister of Co-
operative Governance and Traditional Affairs in accordance with the Remuneration of Public Office
Bearers Act, 1898 (Act 20 of 1998). The most recent proclamation in this regard has been
considered in compiling the Municipality's budget.

The provision of debt impairment was determined based on an annual collection rate of 50 per cent
and the Debt Write-off Policy of the Municipality. For the 2018/19 financial year, this amount equates
to R3 million and escalates to R6 million by 2020/21.While this expenditure is 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 'R24 256 ‘million for the 2018/19

financial and equates to 13.32 per cent of the total operating expenditure. In order to measure it
against other municipalities, if electricity bulk purchases are eliminated, it represents 14.5 per cent
of the expenditure. The average for local municipalities in recent research is 13,76 per cent, and
this small difference indicating that expected useful lives and depreciation rates are realistic.

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 represent 8.3
per cent of expenditure and decrease to 7.9 per cent and 7.6 per cent in the outer years. If
depreciation is excluded, the percentage is 9.6 per cent for the budget year.

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.

Main operational expenditure categories for the 2018/19 financial year

1.5.1  Priority given to repairs and maintenance

Aligned to the priority being given to preserving and maintaining the Municipality's current
infrastructure, the 2018/19 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 Reguiations, 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.

During the compilation of the 2018/19 MTREF operational repairs and maintenance was identified
as a strategic imperative owing to the aging of the Municipality's infrastructure and historic deferred
maintenance. To this end, the municipality identified this, together with other strategic items, as
priority to be investigated and changes to be incorporated into the next budget, if not already to the
2018/2019 Adjustments Budget. The table below provides a breakdown of the repairs and
maintenance in relation to asset class:
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EC138 El

i (Ec) - Supporiing Table SA34c Rep

and

e expenditure by assel class

Ref

2014113

2013/16

201617

Current Year 2017/18

2018/19 Medium Term Revenue &
Expenditure Framework

Audited
Outcome

Auditeg
Dutcome

Audited
Outcome

Original

Adjusted

Full Year
Fi 1

Budget Year

Budget Year ! Budget Year

2048/19 +1 2019/20 +2 2020/21

Tax: Rank3Bus Torminals
Capital Spares

Spornt aad Recraston Faclises
Indoor Facilities
Ouidoor Facilities
Capital Spares

Other assets

Operational Buidings
RMunicipal Offices
Fay"Enguiry Points
Buwiiding Fian Offices
Waorkshops
Yards
Srores
Labaratones
Tranmng Cenlres
Adarwiactwng Plant

Caplial Spares

Biolopical or Cultivated Assets
Booioguall or Cullbwatzd Assets
Intangible Azsety
Servipdes
Licences and Fign
Watnr Rights
Effweokt Licenses
Sobid Wastz Licenses
Computer Soffwars and Applcations
Logd e o
Unspeaiiad
Computer Equipment
Conmgputs Ecapanaat

Furniture and Office Equipment
Fumiturs and Ofice Equipmant

i and iy it
Machmnery and Egugpmest

Iransport Asgsety
Trangaod Assetc
Libraries
Librares
"y, Klari ical Animals
Zod's, Madae and Noa-biclogical Animais

2,681

3,334

2,982

4,233

2,743 2,955

1,257

1,93
126

1,669

1,408

1,267
141

2,000

1,800

1,345

245

a3

2, b, L RS G, R B PO E L I B2 O PR S )

1,335

TA Y Y NN YNy

"“1“““‘—““

S00

\
|

e, B, ER R il L R R F b B G FE B

-
wn
&

S T "I"'\"T?T R, 757, 95 B i

b Jio |

707

v yy

b, B0 5% |

b S T

b, i |
.
4
“w

A |

132

"y

75 |

75

100

00

622
310

148

185

157

157

457

334
334

5z4
534
1170
1,170

82

I\IIIIiiIIII§§£

1,402
1,402

470
470

1,350
1,350

300

130

130 ¢ 130

42 |
ax 425 |
1,010
1,010

1,910 |
1,010

I
|
i

48

TR

5,269
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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 2018/19 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 below.
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, allocated in terms of the
Constitution to local government, and received in terms of the annual Division of Revenue Act. The
Transfer of grants because of free basic services totals R1.8 million for all the three years in the

MTREF.

1.6 Capital expenditure

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

EC136 Emalahleni (Ec) - Table A5 Budgeted Capital Expenditure by vote, fu

inctional classification and funding

e 5 2018/19 Medium Term Revenue &
Yote Description Refi 201413 15116 201617 Current Year 2017/18 R
Rih " Audited Audited Audited Originat Adjusted Full Year Pre-audit | Budget Year : Budget Year ; Budget Year
Outs Out Quts Budget Budget Forecast outcome 201819 +1 2009720 | +2 2020021
Capital expenditure - Vole
Multi-year expenditure_to be sppropriated 2
Vot 1.~ Exscuive and Councl - - - 4,000 4,000 - - - - -
Vote 2 - Coporaie Sevvices 8458 5,805 488 - - - - 15,000 - -
Viote 3 - Budget and Treasury - - - - = - - - - &
Vote 4 - Economic Development Tosnsm ad dgaculie (5 - - - 1,569 1,169 - - - - -
Yotz 5 - Community aad Sooal Services 7,654 6,912 272 500 800 - - 11,670 14718 0,000
Yoz © - inkastucies and Human Sefemant {I055) 8,520 pcal) 24% - - - - 17,130 6
Capital multi-year expenditure sub-total T 32632 38,133 30,055 6,169 5,769 - - 26,6710 31,848 6,809
Single-year expenditure o be appropriated 2
Vote 1 - Executve and Counc - - - 100 = = = S == =]
Yoie 2 - Corporale Services 1,568 2,718 1,413 1,550 2,180 - - - - -
Viote 3 - Budget and Treasury 502 571 6% - - - = - - -
Viote 4 - Economic Developman Tounsm 3ad Agacsites (£ - - - 220 0 - - - - -
Vo 5 - Community and Socal Serwaces - - 2342 3579 2,009 - - 20,279 - -
Vote & - InFastuctie and Human Seflement (IDHS) 3803 7072 2083 28541 B.706 3,533 - G574
Capital single-year expenditure sub-total 5834 10,761 6,544 34,19 .13 - 30,812 = 6674
Total Capital Expenditure - Vote 18,526 48.8% 16,598 40,359 39,904 - - 7,482 3,848 33,483
Capital Expenditure - Functional
G and sdminisbrabi 18,548 10,094 6,950 5,650 6.180 - - 15,000 - -
Exacuiive and oounci 4.0 400
France a0 adminsyaing 10,548 100 7 5350 1,550 2,180 rotseor -r =
lsemal audt
Community and public safety 17,654 6312 5,064 3,258 2609 = = 38,149 11,913 11,674
Commueity ansd socal sevices 12850 5,160 5054 2558 2308 19,170 8518 11,674
Soot 3ad seceltos 433 1,752 - 300 300 18,979 3,000 -
Pz s3ty
rossig
el
Evoromic snd emvironmentsl services 130 31,8% 13 18,923 19244 - - 2,733 LA 18,809
Pavng axd Seveizmet 185 1,408
Foad rarszon w38 31,830 rek-ril 75 17,835 2733 17,130 16,805
Bavinmen psciod
Trading services - - 270 12,526 11,871 - - 1,600 2,800 3,000
Etegy soMOES - - 2,708 9958 9588 - - 5,000
Water maagement
Wase waee masagement 1,342 1,982
Wiaste management 1020 - r 150 7 280 r -
Total Capital Expenditure - Functional 3 33,526 48,3% 36,59 40,359 39904 < = 57,482 31,848 33,483
Funded by:
Najonal Govenmen 303 308515 26,170 323% 32388 42,357 r naas’ et
Provincal Goversament
Distict Musicpality
Ctaer ransiess and grants
Transfers recognised - capital 3 30,39 W55 470 1235 32,358 = - 257 3848 145
Public contributions & donations 5
Borrowing g 2,000 7,543 15,000
iy g d funds [ A Fig 18,281 10428 25
Total Capital Funding 7 356 45,3% 36598 4035 39,903 Z = 57,482 31,848 13,883
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The following table provides more information on the breakdown of the capital budget and the
related maintenance of assets.
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EC136 Emalahleni (Ec) - Supporting Table SA34a Capital expenditure on new assets by asset class

Description

2014113

2015716

21617

Current Year 2017/18

2018119 Medium Term Revenue &
Expenditure Framework

Audited
Outcome

Audited
Outcome

Audited
‘Outcome

Original

Budget

Adjusted
Budget

Full Year
Forecast

Budget Year
+2 202021

Budget Year | Budget Year
2018/19 +1 2018/20

FRoads infrasruciire
Roads
Road Struchures
FRoad Fumiture
Capital Spares

Storm wieter infrasruciure
Orainage Colisction
Stonm water Conveyance
Aftenuation

Elecwical infastrucire
L¥ Networks
Capifal Spares

Soid Wasse indasructre
Landfl Sites
Wasts Transfer Stafions
Waste Processing Facilities
Waste Orop-off Points
Wastz Szparation Facilities
Electncily Generation Facilities
Capital Spares

Community Assets

Community Faciliies
Ralls
Centres

Gemetenes/Grematona
Police
Parks
Public Open Space
Spoet aad Recresbon Faciites
indoor Facilities
Curdowr Faciities
Capital Spares

Other assets
Operatonad Cuidngs
Mwicipat Offices
Bivlogical or Cultivated Assets
Biologcal or Callivated Assets
Intangible Assets
Senstudes
Liceaces aad Rgs
Water Rights
EfMuent Licenses
Solid Waste Licenses
Compurer Softuwane and Applications
Load 5 = A i
Unspecified
Gomputer Equipment
Computer Eguipment
Fumniture and Office Equipment
Funsiture and Offios Eqeipment
Kiachi and Eguipment
Machinery and Equipmeat

I Assets
Transpord Asses

Zoo's. Marine and Non-biological Animals
Zoo's, Mame and Noa-biclogical Animals

24,818

22,496

16,567

15,703

225 2.800 -

4

”

18,506

198,508

5,312

5312

”

”

19,369

19,369

a7

497

2,708
2,709

5,962

8,982

5,608
3,608

8,963

8,963

5834

17,654

6,912

3,064

4,000
1,000

2,359

2,359

36,949 11,918 11,674

12,690
10,165

2,583

42

4,954

£968

5,435

5,160
42488

6,405

5,054

578

3548

43%

2,059

2,059

4,000

2,058

2,058

4,000

17,970 3,918 11,674

10,470 10,000

7,500

8,918
18979 | 3,600 -

18,979 3,000

15,000 - e

5435
8458

i
5

403
5.405

§71

2,718
2718

0

6,932
8,832

4835
4835

1418
1418

1,550
1,50

4,000
2000

700

350

720

1,030

1,080

1,568
1,589

4,000
4,009

175
175

1,545
1,545

1,169
1,168

13,000 - -
15,000

Total Capital Expenditure on new assels

35,521

35,398

37,295

25,741

52,974 14,718 11,674
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1.6.1 Future operational cost of new infrastructure

The future operational costs and revenues associated with the capital programme have been
included in Table 6 MBRR SA35. This table shows that future operational costs associated with the
capital programme totals R57 482 million in 2018/19 and R31 848 million in 2019/20. This
concomitant operational expenditure is expected to escalate to R33.483 miillion by 2020/21. It needs
to be noted that as part of the 2018/19 MTREF, this expenditure has been factored into the two

outer years of the operational budget.

EC136 Emalahleni (Ec) - Supporting Table SA35 Future financial implications of the capital budget

Vote Deacription

R thousand

Ref

2018119 Medium Term Revenue &
Expenditure Framework

Budget Year
2018719

Budget Year
+1 2019/20

Budget Year
+2 2020121

Capital expenditure
Voie 1 - Executive and Council
Wode 2 - Corporatie Services
Wote 3 - Budget and Treasury
Wote 4 - Economic Dewvelogment Tourism and Agriculure (EDTA)
Weode 5 - Community and Social Services
Wode 6 - infrastruciure and Human Seslement (IDHS)

Total Capital Expenditure

Future operational costs by vote
Wois 1 - Execuiive and Council
Vote 2 - Conporaie Services
Yoie 3 - Budget and Treasury
Wode 4 - Economic Dewelopment Toursm and Agriculiure (EDTA)
“ete 5 - Community and Sccial Services
Vot © - infrastruciue and Human Seiament [IDHS)
List entify summary i applicable
Total future operational costs

Future revenue by source
Propety raes
Serwice changes - SleChncily newenne
Senacs changes - wWalsr revenue
Servics changes - Sanitabon evenns
Seraips chanpes - ntfuse revenue
Serwice changes - ofver
Renial of facilibes and eguipament
List other revenues sowces i gopliicable
List entify summany i apphcabls
Total future revenue

15,000
38,949
3,533

57,483

Met Financial Implications

31,848

33,483
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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 2018/19
budget and MTREF to be approved by the Council. Each table is accompanied by explanatory notes

on-the facing page:)

EC136 Emalahleni (Ec) - Table A1 Budget Summary

Description 2014115 201516 201617 Current Year 2017/18 ot Mech.u ki
Expenditure Framework
R Audited Audited Audited Original Adjusted Full Year Pre-audit |Budget Year ; Budget Year | Budget Year
Outcome Oufcome Outcome | Budger ‘Budget “Forecast OULCOmeE 2018119 12019/ 20—+ 2- 102021
Financial Performance
Propesty raies 3,719 374 4145 4,302 4,502 - - 3615 3,89 413
Service charges 11,120 12,03 14,758 14,265 13,522 - = 14,383 15,297 16,257
hvesiment revenue 3,330 354 2,313 2,58 1,081 - - 2,045 2,188 2,255
Transiers recopuised - operaional 112,881 145,130 132,075 123,338 123,139 - - 122,903 130,951 133,452
Cther cvin revenue 8,087 10,285 8004 9,548 8,649 - - 10,479 11,003 11,553 |
Total Revenue [excluding capital transfers 140,225 175,104 161,338 154,592 151,893 - - 153,429 163,295 172,738
and contributions)
Emgloyes costs £751 55,775 &i5ii 78,98 78351 " - 055 51313 G BEe
Famuneration of counciiors 10,704 10,835 11,185 12,071 12,683 - - 13,703 14,793 13,983
Depreciation & assetimparmant 32,245 21,832 20,584 4729 25,548 - - 24,255 24,255 24,255
Finance charges 7&r 822 1,363 857 657 - - 2,116 2,116 2,116
Matenals and bulk purchases 15,882 14,5138 14,385 3,421 20,014 - - 18,366 17,566 17,566
Transkrs and granis - - - 435 1379 - - 290 2% 2%0
Cther expendire 32,190 95,740 70,773 54,834 45,964 - - 37,328 41,572 40,421
Total Expenditure 188,433 188777 185,842 194 575 182 540 - - 82114 151,812 198,518
Surplus/[Deficit) @3.807) #4871 (24,504) 146, 251) {30,648) - - {28,658) (28 517) (25.779)
Teansiers and subsadies - capial (monsiary 3liog 339 30,615 26,170 3238 32,38 - - 22,257 31,848 33,484
Contrbusons recogaised - capial & confnibuied & - - - - - - - - - -
Surplusi{Deficit) after capital transfers & {13,508} 5,544 1,666 (7.873) 1,710 - - 13,569 3,331 7,703
contributions
Share of surplas/ (defcl) of assocae - - - - - - - - - -
Surplusi[Deficit) for the year {13,508) s 1,868 7,873) 1,710 - - 13,569 3,3 7,70%
ital iture & funds
Capital expenditure 1558 43,85 35,558 0,359 35,504 - - 57,482 31,848 33,483
Teanskees recogusad - capial 30,399 30,615 26,170 32338 32,358 - - 42257 31,848 33,483
Puibhc coatriusoas & doastons - - - - - - - - - -
Bomowing - - - 3,000 7,545 - - 15,000 - -
lnemally genersed bnds &1 18,281 10428 - - - - 225 - -
Total sources of capital funds 38,528 4 8% 35,598 40,358 39,503 - - 57,482 31,848 33,483
Financial position
Towl cument assets 56,580 47 217 33,7067 18,878 36,732 - - 40,525 35,853 38,277
Togal non Cumet 35Sats 395,286 418678 441 271 430831 - - 448 004 454 T4 483,199
Total cavent iabilitey 38,887 41420 41,3789 47,212 43,95 - - 50,022 45,402 52,253
Tolal non. cervent lisbilies 5,241 5828 5878 16,493 14573 - - 21,304 21,761 21,984
Commpaty wesitiyTouty 406,170 400452 402128 395,384 40364 - - 7,203 420,53 428,239
Cash flows
Net cash from (ssed) operaing 18,153 45188 21,512 15,178 33,251 - - 33807 22,534 | ki .
Net casiv rom fesed) invesing {37,083 (48,229) 138,244) {40,353} {37,363) - - {30,9€2) {29,848} {31,483)
Net cash from fssed] frascug iy {256) {353) 8,000 7.25%0 - - 14,058 {1,035) {
Cashicash equivalents at the year end 7 2848 13,134 1,073 16,272 - - 13,154 3.205
Cahi bk ™ b
Cash and invesiments avalade s 22415 13,14 1,072 18,270 - - 13,154 5,205 4305
Apgicaton of cash and invesiments 6,098 12,868 8671 18,055 12,083 - - 10,485 6,592 6,672
Balance - surplus (shortfall) 5,09 15,551 4452 {16,983} 4,187 - - 2,659 {1,387) {2,383)
Asset management
Asse regisier sammary (WOV) 395,29 401 805 416678 441,212 430,832 - 454057 465,731
Degracigion 32,245 21832 20,554 479 25,546 - 24258 24,258
Fenewsl of Exisiag Assets - - - 4 305 4,305 - 4508 17,130
Fepsrs aad Mameaancs 5, 7,020 5923 41 68,310 - 5,265 53N
Eree services
Cost of Free Basc Servioes peovided L) 1,285 1334 3,900 3,900 - 3,900 3,900 ; 3,500 3,900
Rewvenue cost of e sanvices provided - - - 1,000 300 - 2,000 2500 ; 2,000 2,000
Houssholds below minimum service level
Watar: - - = - - - - - - -
Santafon/sewerage: - - - - - - = - = -
Eneegy: - - - - - - - - - -
Feuse 2 ) 2 % ] 3 ] 2 o] 23
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Explanatory notes to MBRR Table Al - Budget Summary

1.

Table A1 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).

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.

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

a. The operating surplus/deficit (after Total Expenditure) is positive over the MTREF

b Capital expenditure s balanced by capital funding sotrces. of which
i. Transfers recognised is reflected on the Financial Performance Budget;

ii. There is no provision for any borrowing in the cash flows;

iii. Internally generated funds is 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.

The Cash backing/surplus reconciliation shows that in previous financial years the municipality
was paying much attention to managing this aspect of its finances, and consequently all of its
obligations are cash-backed.

Significant assistance is being given to the indigent households.
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EC136 Emalahleni (c) - Table A2 Budgeted Financial Performance (revenue and expenditure by functional classification)

’ o . i 2018119 Medium Term Revenue &
Functional Classification Description  :Refi 20415 © 204546 | 201647 Current Year 2017/18 Expenditre Framesark
P ’ fudited | Audited : Audited | Original  Adjusted | Full Year |Budget Year; Budget Year Budget Year
Outcome : Outcome : Outcome | Budget Budget : Forecast | 2018M9  + 201320 : +2 2020721
Revenue - Functional
Governance and adminisiration M M MR 174 168 S| 1w 1R A
Execuive and councd 5092 674 6% 8475 8,675 . e TH T
Finanoe and adminisraion HOMS i 1BISE 1215|107 982 - MeXei Mg 13T%
Community and public safety 1476 164 162 1617 1827 - 1194 1M 1m
Comemnity and 5003l services 143 159 1973 1570 183 - 10 11447 115
Soort and recreaion Ui il bi} P4 8 = # % %
Housing pr) % U % L) . i bij i
szam - 5 = @ < it - s = =
Economic and environmenta! services WW: WML N P WA - 401 U671 36,451
Planring and deveiopment B2t B BS2| B3 kA . 45951 13,55 35275
Poad banspot 1] 40 ¢ 44 %5 103 . 1,065 1449 1,475
Enviroamental protecfon - . . - . " . 5 s
Trading services 2 UM I UET 6N " 17340 BB B
Energy Smres 10,240 ii3:2 1,20 Hig: 10008 = 10,341 15,39 15,478
Wiz Wl - - - - - i - - - -
Viasie wiater management - - s - - - - - -
Wiase management W 5.5 6519 630; 6764 = 5.5%0 748 T
Okher 48 21m 2861 5% 1819: 250 - 1413 W W8
Total Revenue - Functional 7Times T MATE: N8| %0 1M ST weE T Wi e
Expenditure - Functional
Governance and administration Wi 600 wms| e um % B9 mA 9,269
Execuve and oousc WL N} N0 nR; 0N - VT N U
Firanoz and adminisyaion g§s T BAG| N7 BAR . %43 RA kI R v
el audt 10 W | el 1 - 29 1% W
Communily znd public sifely W6 978 1| AME 17 - 1259 138 R
Commanty v s00d senvicss 30  nMe 4| w125 ” R 81 159
Spoe and reosion AT 4T 48 507 45% | . 230 PRI 242
P <3y - - - - - . - . -
Housing W 280 268 279 1590 - 238 e 51
st - - . = - . = . A
Economic and environments! services W6 ORWI OB BB %M . (TRTTRIN ) F &
Piagring 38 deveinamen B 7B BREI| B XS 5 W R Rt
Poad bnsz0t BB A 3205 8505 583 - BT 45 474
Enviremenisl poEcion - & = - - - " - -
Trading senvices B MW WM w3 5 BMG BT R
Ensgy toues N AW ANFW| A\ I - 19853 249 ikl
Vi masagement - - - - - - - - -
Vs wasr mansgemen 17714 1798 12 195 138 - 1413 1515 165
Wase management POBM 0 0 Wil nM - Heo:  124% 125
Other 1 2% %1 19 314 1% 5 3,066 1.4 3483
Total Expenditure - Functional TUUNA 1T M2 MBI SR g 188
Surplus/{Deficit) for the year (LT T 1,666 1872 1M - 13369 13 1706
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Explanatory notes to MBRR Table A2 - Budgeted Financial Performance (revenue and
expenditure by standard classification)

1. Table A2 is a view of the budgeted financial performance in relation to revenue and expenditure
per standard classification. The modified GFS standard classification divides the municipal
services into 15 functional areas. Municipal revenue, operating expenditure and capital
expenditure are then classified in terms if each of these functional areas which enables the
National Treasury to compile ‘whole of government’ reports.

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

3. Note that as a general principle the revenues for the Trading Services should exceed their
expenditures. The table highlights that this is the not the case for any of the trading services.
As already noted above, the municipality will be undertaking a detailed study of these functions
to explore ways of improving efficiencies and provide a basis for re-evaluating these functions’
tariff structures.

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

EC136 Emalahleni (Ec) - Table A3 Budgeted Financial Performance (revenue and expenditure by municipal vote)

. 201819 Medium Term Revenue &
Vote Deseription Ref: 2014113 1346 ¢ MeHT Current Year 2017118 _
Expenditure Framework
et Audited Audited | Audited | Original | Adjusted { Full Year | Budget Year : Budget Year : Budget Year
Qutcome | Outcome ; Outcome | Budget Budget : Forecast | 201819 : + 201920 i +2 202072

Revenue by Vote ]

Voie 1 - Execulive aad Counci 6,082 5,774 6,695 6,673 0,875 - 7015 7.3 .M

Ve 2 - Covporstiz Servioss &2 9 % % % - % 100 103

Voie 3 - Budget and Treasury 18 12248 121,063 120,703 119,862 - 119,108 124839

Viote 4 - Ecoromic Development Tourism and Agricus 2 55 52 50 808 = 5 8! 3

Vole 5- Commaniy and Socil Servioss | 03] 4% 11,352 139 11,388 = 12683 1330 L 67

Voie & - Infastuchie and Haman Seflement (IDHS) A45%1 MM GTH| UM 454 - B 447 50682
Total Revenue by Vote 2 170,625 205,716 187508 166,850 184.291 - 195603 19014 06,222
Expenditure by Vote to be appropriated ; :

Vo 1 - Execuive and Counci 3,002 krko ) 3,319 Rrin kR - kALY

Voie 2 - Coeporaie Servines 2,103 20,083 0,288 21,29 NiH = 16,670

Vo 3 - Budget and Treasury 850 B3 BIS 3054 BN & 07

Vote 4 - Eooomic Development Towism and i, 6,321 T 658 BAl1 : 5 5349

Vo 5 - Communiy ond Sooa Senvicss. | oE ME 04%| 44T 1IN 5 el

Ve § - Iabacructie 3ad Hamsn Setiemest (I0H5) 5369 89,587 M1 B8 R - 81,028 B4l 84713
Total Expenditure by Vote TUWINT e M| g = i Bz 1%A
Surplusi{Deficit) for the year 2 {11.50815 534 1,666 872 1,710 - 13,569 3.3 AL

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.

2. This table is the main driver of management- responsibility and performance in terms of the
operating budget and also the benchmark against which any unauthorised expenditure will be
measured.
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EC136 Emalahleni (Ec) - Table A4 Budgeted Financial Performance (revenue and expenditure)

o 2018119 Medium Term Revenue &
Description Ref: 2045 | W36 | 2067 Current Year 2017148 A
i howsaid ; Audited Audited Audited | Original | Adjusted @ FullYear | Pre-audit | Budget Year : Budget Year ; Budget Year
Outcome . Outcome | Outcome | Budget | Budget | Forecast | outcome | 201819  +1201920 | +22020
Revenue By Source
Propey ras 2 3719 3,744 4145 430 450 5 . 1815 15% 4191
_ Service chages - slechicly revetie. 2 X LRI (X7 X 9,757 - - 050 1204 1188
Servine Charges - Wider revenus 2 - < - - - - = - - -
Service charges - saniion revenus 2 = - = - - = - = - <
Servios charges - rekise revenue 2 2% 340 37T 3,50 3,764 I - 383 108 43
Senvice chages - ober
Rerieh o s and cqvpment — AR HGUIRRNET T DL . SR 11 ARG SRR ISR AR T A Y AT
irest eareed - el invesimens 1390 3,845 il 2set o7 am? um
et eavmad - ousnding s 39% 45% ae  sas? s F sl sesT sam
Dividends recaived
Fines, penaes and brbss 1% ) wl  w! % (RO | AT | = e
Licenoss ad peerits ) w 1wl 1mel 10 (R e
Agescy senvices & 5% HASERN - SR el am? g
Transiers and sutsides 2t wsi0: o[ 1mss! 131 F ;! s ] maw
Ot revense 2 331 4% G4 7] 80 " - 554 581 §10
Gains on disposdl of PPE r B o sl o 195 " S 4 2
Total Revenue (excluding capital transfers W6 IBAM B38| 142 15189 % ST mamt wam e
and contributions)
Expenditure By Type
Ermgicyss rate coss 20wl mIs o eS| WIS B o = B0 WM A
Remuneraion of councilors 10,102 10,885 sl 20T 12888 F 307 s 5w
Deat imparmast 3 13567 438 0 G - AR F swe?  sw07 60
Depeeciaion & asset impairment 2 nMs Rl 0| MM B ” - BBET MW WB
Francs crages bl 7] 1% 857 &7 2116 2116 2416
Bulk purchases 2 Mae! 13400 12048 1650 1430 " - 5005 1507 15070
Other matesals 3 1,08 1457 1857 5371 5084 1% 14% 24%
Cortracied services g um o 120 L3 F R ) 2 s Hali  5E2E UAR
Transiers aad subsides - - - 435 1,379 - - 0 &0 0
Oer expendies 45 e 7Bl SgnR| usei 258 - . 19915 1980 2000
Loss o dispossl of PPE 1,147 883 1,4 & 3 % g g
Total Expenditure IR 19T M2|  1WER 18 w S| et migtl 19918
Surplus/(Deficit) 307y (ET) (M) B (3084G) -~ - (28688) (BN (AT
Trassers 3 sabsides - capial {mosetry
alocstions) Natoas ¢ Provincd @ Disvic) N¥ O NE5T BW| O RIMW NI Qri oHMsl R
Tratsiers and ssbsidies - caplsl jmosesry
alocaions) (Naioes | Provingal Depaemensl
Peiva: Entepeices, Public Corporatns, Figher : 6 - - 5 - - - - - - -
Tratgiers and subsides - capial findind - al)
Surphusi{Deficit) aher capital transfers & (13.598) 5344 1666 @A) LMo = - 13569 333 1708
contributions
Taxaion
Surplusi{Deficit) afer taxation {13508) L ) 1,70 - : 1356 R 7705
Aiributsie b mingefies
Surplusi{Deficit) atiributable to municipality (13.508) 5,944 166 081 1,10 : - 13,569 33 7,108
e of suplis' (9efict) of assocae |
Surplusi{Deficit) for the year (13.508) 5944 1,666 {7.873) 1710 = < 13,569 338 1105
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Explanatory notes to Table A4 - Budgeted Financial Performance (revenue and expenditure)

1.

Total revenue, excluding capital transfers, is estimated at R153 426 million for 2018/19 and
escalates to R163 295 million in 2019/20 and R172 739 million in 2020/21. This represents a
year-on-year increase of 6 per cent throughout the MTREF.

Revenue to be generated from property rates is R3 615million in the 2018/19 financial year and
increases to R3 897 million by 2019/20 which represents only 2.4 per cent of the operating
revenue base (excluding capital transfers) of the Municipality and therefore does not represent
a significant funding source for the municipality. it remains relatively constant over the- medium-
term and tariff increases have been factored in at 8 per cent for each of the respective financial
years of the MTREF.

Services charges relating to electricity and refuse removal constitutes the biggest component of
the revenue basket of the Municipality totalling R14 383million for the 2018/19 financial year and

“iricreasing to R16°257 million by 2020/21: For the-2018/19 financial year services charges -

amount to 9.4 per cent of the total revenue base and stays relatively constant over the MTREF
period.

Transfers recognised — operating includes the local government equitable share and other
operating grants from national and provincial government. Transfers are fluctuating according
to grants provided for by the respective governments.
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BRR Table A5 - Budgeted Capital Expenditure by vote, standard classification and funding

source

EC136 Emalahleni (Ec) - Table A5 Budgeted Capital Expenditure by vote, functional classification and funding

L 2018/18 Medium Term Revenue &
Vote Description Refi 2014115 21316 267 Current Year 2017/18 I S
i i Audited Audited Audited Original Adjusted : Full Year | Preaudit |Budget Year : Budget Year : Budget Year
Outcome | Outcome ; Outcome | Budget Budget Forecast | outcome | 201849 1201920 ; +2 2020120
Capifal expendifiire - Yol )
Nulti-year expenditure to be sppropriated z
Voie 1 - Executve and Councl - - - 4,000 4000 - - - - -
Vo 2 - Corporaie Services 2452 6,405 485 - - - - 15,000 - -
Vo 3 - Budost and Treasury = = - - = - - - - -
Vote ¢ - Economic Development Toarsm and Agriculiee (EF - - - 1,569 1,169 - - - - -
Ve 5- Communty 2+ 5003 Services ' 175 857 70 O &0 z = g0 (TR 10,000
Vioke 6 - birasvuctrs and Human Sesement (04S) 850 8815 04 - - - - 17.1% 16,809
Capital mult-year expenditure sub-total i n6R 813 0055 6,169 5769 - & %670 .38 .80
Single-year expenditure to be appropriaied z
Vot 1 - Exacutve and Councl - - - 100 - - - - - -
Ve 2 - Coeporae Sarvicss 1,58 279 1418 1,550 2130 = s B = =
Vo 3 - Badget and Treasury 52 g7 6% - - - - - - -
Yot £ - Eoosomic Development Tousism and Agriculre (B3 - - - 280 240 - - - - -
Vol 5 - Communty and Social Senvices - - 2,42 3819 2,008 - - 2,219 - -
Yoie § - irastucire and Humas Sesfement (IDHS) 3,803 7012 2083 78,581 8,706 3933 - 6,674
Capital single-year expenditure sub-tofal 5,84 10,761 6344 3190 13 - - 30,812 - 6,674
Total Capital Expenditure - Vote 38.5% 48.3% 36,598 40,359 39,904 - - 57.482 31.848 33483
Capital Expenditure - Functional
Governance ind adminisiration 10,548 10,094 6,930 3,650 6,130 - - 15,000 - -
Exeouive and oouncl 4100 4000
Fisace 88 adminsyaton 10,548 10,084 5950 1550 2,180 ro15007 - F -
Community ind public sifety 17,69 6912 3064 3,258 2,609 - - 3,149 1,918 11,674
Commundy and socdl sevices 1280 5180 308 2358 2305 19,170 8313 11,674
Sport and rececalion 454 1,752 - 30 300 18,979 3,000 -
Pubic sakly
Housieg
gtk
Economic and environmentzl services 10,34 .59 Hin 1835 1924 - - 113 17,130 16.809
Plansieg and development 1,850 1,408
Foad ranspod 10,34 5 s 17055 113% 2713 17,130 18,308
Environmenial proecion
Trading services - - AL 12526 131 it - 1,600 2300 5.000
Erergy sow0zs S 2 270 955 385 = = 0
Ve matagemet
Viase waer managemat 1042 1,982
Vase managemen 1,00 i roose?r 2mf -
Other
Total Capital Expenditure - Functional 3 RiH B %598 0,35 B = = 57482 3 348
Funded by:
Naionsl Govammen 0398 0515 B 3% 3 ¥  HMsr us
Prowvinogl Goversment
Distict Musicipsity
Oiher ransiers and pans
Trensfers recognised - capital ) ET K 11T %170 238 i35 < & TN .58 B4
Public contributions & donations 5
Borrowing 1 5000 73435 13,000
Internally generated funds 1] 18,281 1042 b7
Total Capital Funding 7 03% 13.3% 3,59 40358 9983 = = 57482 148 848
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Explanatory notes to Table A5 - Budgeted Capital Expenditure by vote, standard
classification and funding source

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

2. 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.

3. The capital program is funded from national grants and transfers and internally generated funds
from current and prior year surpluses and is listed above.

MBRR Table A6 -Budgeted Financial Position

EC136 Emalahleni (Ec) - Table Af Budgeted Financial Position

o 2018/19 Medium Term Revenue &
Description Ref! 201415 1516 MEMT Current Year 2017115 "
Expenditure Framework
R ok Audited Audited Audited Original Adjusted Full Year Pre-audit | Budget Year | Budget Year | Budget Year
Outcome Outcome : Outcome Budget Budget Forecast outcome 2018119 + 019720 | #2 202021
ASSETS :
Current assets i
Cash 3,213 23% 2878 1072 16,270 SR R 5057 4309
Call investment deposits i 253 B0 10,250 - - - - - -
Coasume debiors 1 2582 12747 7,340 17,906 2,087 = = 14,831 19,534 ; 28,35
Ofieae debtors 22 5,110 13,233 18,388 Foouaer 2147  wia
Current porbon of iong-term recenvabies i
hventory 2
Total current assets 56,550 40T T 18978 3,732 - =TT BETRE
Non current assets :
Lowg-ierm receivabies
hvesiments
lavesimant propedy 5434 4462 4154 3972 3,880 I sgn’r 3ee r 3852
vesiment in Assoca
Progedy, oiant and equipment 3 38,475 397,10 412,032 435,925 4%,473 = = 443,636 450,308 453,91
Apreaihers
Bojogical
rEngiis 20 13 30 191 2% r .S 03
Cther noauneat assels 183 183 183 183 133 r mr 183
Totzi mon current assets “ 385 298 401,605 416,678 Wi 430,831 & & 443 004 4319
TOTAL ASSETS B35 448362 9038 360249 0467963 z = 48858 TS0 ATS
LIABILITIES
Current lizbilities
Bank overdrst 1
Zaewiing 4 ) 353 5 310 2 = & 1,035 1159 351
Corsumer daposss i
Trade ad ofer payssies 4 20,592 29% 20,841 26,501 27,0 - - 26,425 25,000 | 7,000
Provisions 18512 18,074 20,243 20,801 21,852 22,562 23,263 | 24,000
Total current fiabilities 39,467 AW TE 3T aT.H? 4595 =z < 500201 49407 5253
Non current lizbilities ‘
Berrovang 47 55 - 3283 7,545 - - 13,024 11,88
Provigions 5,654 5,533 6,878 8210 7,428 - = 8,280 3318
Total nion current iiabilities 6,241 (373 6878 16,453 14,973 - & 21,504 PR} :
TOTAL TIABILITIES 5,708 B3 BT 3705 §3.98 = i 7i 5% 71 i3
NET ASSETS 5 406,170 40063 402,127 396,544 403,634 - s 417,203 420,534
COMMUNITY WEALTH/EQUITY
Arccumuized SuplsiDafof ¥ e m” 0s2Y 2wl wesaT 35 Fooag2asl 42054 423 238
Fesanves B - - - - - - - - -
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Explanatory notes to Table A6 - Budgeted Financial Position

1.

The Budgeted Financial Position 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.
This table is supported by an extensive table of notes (SA3 which can be found on later in this
report providing a detailed analysis of the major components of a number of items, including:

o Callinvestments deposits;

« Consumer debtors;

+  Property, plant and equipment;

» Trade and cother payables;

»  Provisions non-current;

= Changes in net assets; and

»  Reserves

The municipal equivatent 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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MBRRTable A7 - Budgeted Cash Flow Statement

EC436 Emalahleni (Ec) - Table A7 Budgeted Cash Flows

o 201819 Medium Term Revenue &
Description Ref: 2014013 15018 21617 Current Year 207118 T —
—— Audied | Audited : Audited | Original | Adjusted | FulYear | Precudit |BudgetYear: Budget Year  Budget Year
Outcome | Outcome : Outcome | Budget Budget Forecast : outcome | 201819 : +1 2013/ | +2 020N
CASH FLOW FROM OPERATING ACTIVITIES
Receipts

Property raes 1,302 13 1,878 2151 3840 1,265 1,304 1447

Benvios changes 8049 233 8,597 713 11,832 10,843 11,316 12,118

Cifier revenue 410 4333 4880 405 444 4451 45 1918

Govasnment - operaing 1] 1msMi usi0; 05| 1R 1B 13 130851: 133482

Govemnment - capid T HRTREST B R®TOUmT anEr K B

et 7.280 8478 g7 5145 5535 3990 417 £33

Dividends b 5 - =
Payments : ;

Suppliers aad employess (13} (5294 (764 (18BN (145%0) (149452);  (199150);  (180771)

Fitams charges {5,789 2 {1.%3 #57) (557) (2.116) [2.448) (2.419)

Trangiers and Grants i {433) {1,379 {250) (250) (2%0)
NET CASH FROETISED] OPERATING ACTIVITIES 13,153 & 168 1. 17 1.5 - & 33807 7.5 iH
CASH FLOWS FROR! INVESTING ACTIVITIES
Receipts

Procesds on dsposal of PPE %0 15 - - -

Decrease [horease) in non-cumeal dedines - - =

Decrease [increase) oher non-Curreat receivahies 6,500 2,000 200

Decrease fincrease) i 1w*=+‘ VESITENS - - -
Payments i :

Capldl asses (7085 (S (8 [#03%); () 485 (LB (14
NET CASH FRORUSED) INVESTING ACTIVITIES (37083 [(428) (W3 (40,338} (37,363) - B (30,982) 29.848) {31483
CASH FLOWS FROM FINANCING ACTIVITIES
Receipts

St eem boans - - -

Bowovsing loag Ermircieancing 8,000 7,945 13,000 - -

lerease (Jeoeae) i cossumer deposs - - -

Reaayment of boroming ) @6 @9 E3) R AL
NET CASH FROM/{USED) FINANGING ACTIVITIES (214 (236) {313) 8,000 : 17.80 - - 14099 (1.033) (1,139)
NET INGREASE! (DEGREASE) IN GASH HELD (oM6) G0 (B (ne) 38 “ - (3,116) (7,949 (59%)

Cav'ozs spivaens & he year e 1 3% 7 HIGT AN wmr 16,270 13,154 3,200

{ashioash eqivalens o e your ead: 1 3IJTE§ B9 131 1 18272 - - 13,154 5,205 4

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 2017/18 MTREF has been informed by the planning principle of ensuring adequate cash
reserves over the medium-term.
4. Cash and cash equivalents totals R13 154 million as at the end of the 2018/19 financial year
and decreases to R4 309 million by 2020/21.
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MBRRTable A8 - Cash Backed Reserves/Accumulated Surplus Reconciliation

EC136 Emalahleni (Ec) - Table A8 Cash backed reserves/accumulated surplus reconciliation

. : 1 o 21819 Medium Term Revenue &
Description Ref: 413 201518 1 Current Year 27118 Expendiure Framework
— Audited Audited | Audited | Original : Adjusted | FullYear | Preaudit |Budget Yearg Budget Year ; Budget Year
Outcome | Outcome | Outcome | Budget | Budget © Forecast | outcome | 201819 | o YN | #2002

Cash and investments avaitzble

Casiicach eqivalers a fhe year ead 10w Bmasl u|  umi wm s < B 58 438

Ctier cument investimenss » %0 days - - @ {1 3 - - - 0 0

Non curent assas - bvssmens i = & - 2 & = 5 = = =
Cash and investments availzble: 116 848 1314 1,072 16,270 - - 13,14 5,203 4,309
Application of cash and investments ; ;

Ussgent condificed tansrs ko 1457 | Bt = - = - - - -

Unspent borowing : 2 s = e 5 . = = 4

Sisiry requvemens P2

Ot wioding captal equirements H3 63 1M M| B0 208 . - 0485 6m 5512

Ot provisions :

Long term vestments commitd 4 - & & » g ” o S = v

Reserves b be backed by cashinvestmens | 5
Total Application of cash and investments: 6,666 12,968 .67 18,055 ; 12083 - - 10,493 6,392 6,672
Surpius{shortia wEESCUR TR 4w 2 % P I/ K

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

1. 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.

2. 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.

3. As part of the budgeting and planning guidelines that informed the compilation of the 2018/19
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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MBRR Table A9 - Asset Management

EC136 Emalahleni (Ec) - Table A9 Asset Management
2013/1% Medium Term Revenue &
Description Ret 2004713 20950186 2096417 Current Year 2017/18 Expenditure Framework
R thousand Audited Audited Audited Original Full Year Budget Year | Budget Year ; Budget Year
Outcome Outcome Outcome Budget Forecast 201819 +1 2019720 +2 202021
CAPITAL EXPENDITURE |
1 38,526 48,896 36,598 27,295 | 25,741 - 52,974 14,718 11,674
Roads Infrastructurs 6,520 19,506 19,369 8,962 8,963 - - = -
Storm water Infrastructure - 312 417 996 996 - 225 - -
Etectrical Infrastructurs - = 2,708 5,509 5834 = i - =
Watar Supply Infrastructuns - - - - - - - =
Saritation nirastrociure" = Ll - - - B -~ -
Solig Wasts infrastructuns — - - 1,000 - - 2,300 -
Rail Infrastoctons - = = - = % = =
Coastal Infrastructune - - - - - - - -
ang Comm i - - =
Infrastructure 6520 24818 16,587 735
Community Faclides 12,650 5,160 2,058 17,570
Sport and Recreaton Faciives 4,954 1,752 300 18,979
Community Assets 17,654 78,912 2,359 | 36,949
Heritage Assets = = = = - . =
Revenue Generafing - - - - - - -
Non-revenue Geaerang - - - - = = - - ~
= . = = = e = = - = 5
Operaionsl Baddngs 8,458 5,405 4,336 4,000 & 15,000 - -
Houha = = o = % = = o
Other Agsets 458 6406 483 4060 = 15,000 P Py
Biological or Cultivated Assets = - = - N = 300 % =
Servilsdes - - - - - - - - -
Licences and Rights 70 e - - - - - - -
Intangible Assets Fo = z s = Z = = =
Computer Equipment 432 971 656 700 700 - - - -
Furniture and Office Equipment 1,588 2,719 1,818 350 175 - - - -
Machinery and Equipment 3 140 528 720 - - - - -
Tranaport Asoets 3,800 5,932 1,560 1,030 1,545 - - - &
Libraries - 5 - o - - = = -
Zoo's, Marine and Non-bicological Animals — - - 1,569 1,169 - - -
Total Renewsl of Existing Aseets z = - - 4,303 4,303 - 4,508 17,430 | 21,509
Foads infrastachve - - — - - - 2,508 17,130 16,805
Stonm water infrastmachure = - = = = - - - -
Blsctrical infrastructure - - - 4,055 4,055 = = = 5,000
Water Supply infrastructure - - - - - = £ - =
Saniiation Mnfrastruciun: - - - - - - = - -
Solid Waste Infrastructure = = & = - & 200 - -
Rail infrastructure = = = = = - = 5 -
Coastal Infrastrectuns - - - o - < = = =
ion and G von infrastructuns - — - - = = - =
ol . = T RS = e el
Community Faciifies = 2 = 250 250 = - - -
Soort and Fecreaton Fachives - - - - - - - - -
Community Assets ST = 250 250 = =y - -
Heritage Assets - - - - - - - - -
Resseoue Genersting - = = - - - = = =
Now revense Gansesing - = s = g - e . -
Investment properties - - = - = = - i =
Cpersions) Baidngs - = - 2 = - = -~ =
Housing - ~ - - - - - - -
Other Assets = = et g = = 3 = =
Bivlogical or Gultivated Assets - - - - - - - - -
Sanioes - - - - - - - - -
Licences aag Figh - - - - 5 - = ~
mtangibie Avsets = £ pet 2 = = = 2 =
Computer Equipment - - - - - - - - -
Furniture and Office Equipment - - - - - - - - -
Machinery and Eguipment - - - - - - - - -
Transport Assets - - - - - - - = -
Libraries - - - - - - - - -
Zoo's, Marine and Non-biological Animals - - - - - - 1,200 -
Total Upgrading of Existing Assets E = - - 8,738 9,858 4 - - =
Rouds infrastuchus - - - 7,512 2,872 = = = =
Srorm waker Infrastoschans - - - 8445 585 - - - -
Elecwical infrastructuns - = - = - - - - L
Warar Supply Infrasiruchee - - - = - - - . .
Sanitanion fnfrastruciuns - = == = = = - - =
Solidt Waste infrastruciune - - - - - - - - -
Rad bnfrasmucnye = - - - & = = = =
Coasial infrastructiune - - e - - - - - -
and G o Infs strachurs & o . = =, = - -
Infrastructure = - = T9,858 ek =7 == X2
Community Fachites - - = - - - - -
Spout and Recrestion Faciites - - - - = =t = == e
Gommunity Assets = = = 300 = < = - -
Heritage Assets - = = - - - - — =
Revenue Gencaing - - - - - - - - -
Now-sevenue Goaeramg - - - - - - - -
Investment properties - - - - - - - ~
Operstonal Buldings - - - - - - = & i
shatw = ot = 2 = = = 2 -
Other Assets ks — = < = - = - —
Bivlogical or Cultivated Assets - - - - - - - -
Sensicet - - - - - - - -
Usences aad Rights - - ” - - & & =
Intangible Azsets I - - - - - -
Computsr Equipment - - - - - - - -
Furniture and Officve Equipment - - - - - & - & =t
Machinery and Equiprment = - e - - - . - =
Transport Assels - - - = - = = - =
Libraries - < - - = - - - -
Zoo's, Marine and Non-biologicat Animals - - - - - = -1 - <
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Total Capi iture 4
Roads Infrastiuctue 5,52 19,508 16,388 18,574 1783 - 2508 1713 18,309
Stom water Infrastucturs = 5312 M7 18 1 . yr:3 ~ .
Blzcirical Infrastructe N = 278 9684 | 5889 - = - 5000
Watzr Sunply Infrastructrs & - = = { - . = .
Sanitafion Infrastructurs - ey - B = = e -
Solid Wasts Infrastructws = . . 1,000 - - 800 2,600 =
Rai Infrastnucturs - : - 1 -3 . % =
Coastal infrastructrs - - - - = - == -
Information and Communication Infrastnicturs e - - - - - - -
Infrastructure 17 MR 224% 80807 29708 o 358 19930 809
Commaniy Facies P 1289 5,180 5,054 2508 139 o 17,970 8018 1A
Spot avd Recreion Faciies L TR = 00 0 . 18,979 3000 "
— Gommunity Assets - R 1] 1600 R34 A 16n
Heritage Assets - - - - - - - - -
Fevene Generaing - - - - - - - - -
Notrevenge Geneealng - - - - - - - - -
Investment properties - - - - - - - - -
Opersiond Budings g4 BASL  4BB| 400 40 - 15,000 - -
Housig - - - - - - - - -
Other Assets 8,458 6,405 483 4,000 4,000 - 13,000 - =
Biological or Cultivated Assets - - - - - - 800 - -
Licancss and Fights i = = - = - - - -
Intangibile Assets 0 = = =1 « p o = -
Gomputer Equipment L7, /il 6% mi ] B = & a
Furniture and Ofice Equipment 1,588 et 148 30 175 - - - -
Machinery and Equipment 3 ] iR 1t} & - . - .
Transport Azsets 3,500 6952 1360 1030 143 - = & :
Libraries " - - - - B " = z
Zou's, Marine and Non-biological Animals - = - 1569 § 1,18 - 1,200 - -
TOTAL GAPITAL EXPENDITURE - Asset class Wik 459% %38 43 ¥ . AR N 148
ASSET REGISTER SUMMARY - PPE (WDV) 5 :
Roads Infrastructies e mX AR B 1m (R T R 7 F A )
Stoom water Infrastructurs 7.3% M TEB 579 9203 (T E
Blastrica Infrastruchwrs 1083 10,24 1288| B 554 roast? aw7
Water Sunply Infrastructive
Salid Wasts Infrastruciure 39 513 9350 4207 3% ro sm’? %’ 2®
Ral Infastucius
Coastal Infrastuchys
Infmation and Gomenpication Infrastuchrs
Infrastructure Wi M M| 2080 2300 = WB033: 209499  2128M
Comemusity Fagiies 73,08 B4R sl 4355 51538 roans? nam! B
Sont 3 Feoesfon Faslifes M WM g B BT rousy? #ms? 2m
Gommunity Assets _ 03563 197 113 BME: 10845 = FUCKT R VA G b
Heritage Assets 4] b4 i3] 18 18 r w7 iy 15
Fzvems Gawrsig 541 415 415 39 3580 Foymr S| oo
Norosvenz Geaarzing
Investment properties §43 %3] 4154 1 180 - 38 330 bk
Operationdl Buldings r sw? wm! am| Bm  am F s’ w! B
Housiy i
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Other Assets 75,287 63,552 67,683 78,479 67,532 2 1,701 80,870 30,039
Biological or Cultivated Assets e s’ 07 800
Senvitides
Licences and Pighis 07 131 09 191 2% r %57 ¥ 203
intangible Assets 207 EEi] 309 191 2% 2 %57 Pl 203
Computer Equipment 959 1,498 1,751 2183 2343 S T AR R T
Furniture and Office Equipment 7 nr 5237 5724 8249 5,548 I 45T sy 2492
Machinery and Equipment 38 448 886 1,167 832 r 5T 616 7 510
Transport Assets R - 17123 16,672 18,010 17,194 ro wsoe? ! om
Libraries 3 k]| 4% r a6y L3 4 4%
Zod's, Marine and Non-biclogica! Animals 1,569 1,169 Fooczeer oWl aws
TOTAL ASSET REGISTER SUNMARY - PPE [WDV) 5 39,298 401,609 416,678 Wian 430,832 & 464,097 465,731 430,876
EXPENDITURE OTHER ITEMS
eciation 7 33,245 1,832 20,54 P 554 - 2425 .25 24.2%
Repairs and Maintenance by Asset Class 3 3,286 7020 5923 8411 6,310 = 5,269 5,37 5481
Roads Infrastruchrs 1257 1869 1408 2,600 %5 = 0 %0 500
Stom water Infrastructurs 243 1,122 w7 1,45 13% 2 1413 1,515 1,625
Elegtnizal Infrastructurs 552 JLH] 27 %0 8% - 430 430 430
Water Supply Infrastructurs - - - - - - - - -
Sanitation Infrastruciure - - - - - - - - -
Salid Waste Infrastructurs = = = - - . = - -
Rail Infrastrucurs - - = - = 5 = E -
Coastal Infrastructurs = = = = 2 = - - =
Information and Gommunication Infrastructurs - - - - z = % E &
Infrastructure 2,661 353 2382 4235 3018 s 2743 2845 2855
Community Faciiies 5% 7R 822 a8t 842 > 520 520 0
Soort and Feceeston Faciies 75 100 E1] 120 4 - &0 &0 80
Community Assets 631 ) 707 1,004 632 & 580 380 530
Heritage Assets = - - - = L - . ﬂ
Reveass Genersing - - = - - - - = -
Notssvenue Garsrag - - - - - - - - -
Investment properties = Z Z £ = 2 = - -
Operslioed Buldings 25 14 7] 40 700 4 0 00 300
PousHg - - - - - - - - -
Other Assets i 3 b i) 7 - o0 ki) 007
Biological or Cultivated Assets = - = E 2 - = - -
Senviides - < & i - - = - =
Lioeaces asd Fughts 15 208 176 =0 %0 - 130 130 130
Intangible Assets 157 309 176 50 L] 2 130 130 i3
Gomputer Equipment - - - - - - - - -
Fumiture and Office Equipment - - - - - - - - -
Wachinery and Equipment w0 534 451 &40 an - 42 42 4%
Transport Assels 81 1,174 97 1402 1,350 = 1,00 1.0 1,00
Libraries = = - - - - - - -
Zoo's, Marine and Non-biological Animals m AN 3% 4 = = 30 ] 8
TOTAL EXPENDITURE OTHER ITENS k1] .85 26,486 Hid0 1.8% % BAR 7 bal A
Renewsl @nd upgreding of Existing Assets as % of folal capext 0 0% 0% 0% 24 355% 00% 78% 538% 03 1%
Renews! nd upgreding of Existing Assets 5 % of deprecn 0% 00% 0.0% 528% 4% 0.0% 13.6% 70.6% 33.9%
R&M a5 % of PPE 1.4% 18% 14% 19% 1.5% 0.0% 1.2% 1.2% 1.2
Renews! énd upgreding and R&M 253 % of PPE 10% 20% 10% 50% 50% 0.0% 20% 5.0% 6.0%

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.

3. An analysis between depreciation and operational repairs and maintenance over the MTREF is
not yet possible until the municipality changes its financial systems to include all maintenance
costs, also those incurred internally, to the maintenance votes. When implemented it will
highlight the Municipality’s maintenance backlog.
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MBRR Table A10-Basic Service Delivery Measurement

EC135 Emalahleni (Ec) - Table A0 Basic servies delivery measurament

2189 Medium Term Revenus &
- Hidis 01516 6T Current Year 201718 Expenditure Framesork
Description Ref - -
TOTY T o Original | Adjusted | Full Year | Budget Year : Budget Year : Budget Yesr
Budget Budget : Forecast WYY YN ;R NN
Household service targets 1
ety (3 heast min sevics leve) = = x - - = < = -
Becwicty - pespad (min s2evios leve) 35 3,25 3853 325 3253 1253 kst 35 328
Binimum Senice Level and Above subdotal 335 3253 1253 39 3253 3253 153 153 3293
(Oizr encagy Sowoes - - - - = - - - =
Below Minimum Senvice Level subfotal - - - - - - - - -
Total number of households 5 353 323 319 1283 3,283 355 3,23 3253 3,23
Refuse:
Femoved 3 ieast 0aCe 3 weel 2837 2837 2831 2837 2897 1,637 2837 2837 2637
iimum Sendce Lavel and Above subotal 28%7 185 2837 2837 2837 2837 283 2837 2837
Femoved less fequenfly han once a wesk 105 185 169 189 185 165 165 163 83
Using commund refise damp 3B 58 A 5% b7 3B 5% 3% 58
Using owm reisse dump 20,165 20,185 20,163 20,185 0,165 0,18 0,188 20,188 0,185
Oz miish disposal 1,303 1303 1,303 1303 1,303 1,303 1,303 1,303 1,303
No rabbish dsposd 6,883 6,883 5,83 8383 6,883 5,383 6,883 6,333 5,38
Below Minmum Szvics Lavel subotal Pl n 804 B 04 B it 73,04 2.0
Total number of households H] 3,681 31681 I i g8 3,68 .66 .68 3,681 31,681
Househtolds receiving Free Basic Service i
Water (2 ldoiives per household per moak) - - - = = - = = o
‘Santation (Fe2 minimum evel senvice) - - - - - - - - -
Bactrictyloher eaegy (S0owh per ouseold per moat) = = - - = - - - -
Refsse fremoved ot least once 3 wesk) - - - - - - - - -
Cost of Free Basic Services provided - Formal Seitlements (R000) §
Vieter {§ idoibes pe indigent houszhald per moni) = = = 2 - - s = -
Satiion (e caniiog sevics b indigent households) - - - - - - - - -
Becwotyloher eszgy (o per indigent hossshold o2r mosk) - - - 210 2100 - 2400 2,100 2100
Plzfige {remowed omz 3 w2k for indigent households) 48 1235 184 1800 1,806 - 1300 1800 § 130
Cost of Free Basic Services provided - Informal Formal Settlements (R84 - - - - - - - - -
Total cost of FBS provided M 128 184 3900 1,900 - 3900 1960 3.300
Highest level of free service provided per household
Przeny raes (7 vale fueshald) 15,000 15000 15,000 15,000 15,000 15,000 15,000 {3,000 15,000
Visizr ficlofires per bousehuoid per monk)
Sasisin: {dviires per ossshaid er mosh)
Santae (Fand pe hoaszadd per monh)
Beckity {twh o2 ousshold per mosh) ] S % X o] X ki) ] %
Fisfise {averane ires per week)
Revenue cost of subsidised servives provided [R'W) 3
Propary ratzs (tarilf adjustment) { impermissable values per section 17 of NPRA)
Prpeny razs exempions, reducioes 3nd 125323 and impermissable values in
excess of section 17 of MPRA) - - . 100 30 - 200 200 200
Vit fin excess of & kilolitres per indigent household per month) % - - - 2 - = - -
Sanizint (in excess of free sanitation service o indigent households) - - - - - - - - -
Elecwictyioe ey (in excess of 39 keh per indigent household per month) - - - - - - - - -
Fziss: fin excess of one remaoval 2 week for indigent households) = = - - = = - - -
Fousing - b stuctes sibuides 8
Oher
Total revenue cost of subsidised services provided - - - 1,000 80 - 2,000 .00 2,000
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Part 2 - Supporting Documentation

1.8 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 Portfolio Head Councillor of Financial
Services/Mayor.

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

« that the process foliowed 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.

1.8.1 Budget Process Overview

In terms of section 21 of the MFMA the Mayor is required to table in Council ten months before the
start of the new financial year {i.e. in August 2017) a time schedule that sets out the process to
revise the |DP and prepare the budget.

The Mayor tabled in Council the required the IDP and budget time schedule by 31 August 2017.

2018/2019 IDP AND BUDGET SCHEDULE OF KEY DEADLINES

Acttwty _ R R R . |Date - | Custodian
' s June 2017
Submlssm of the approved Re\newed IDP and Budget 2017 {2018 | 09 June 2017 Municipal Manager
to the National, Provincial Treasury department, MEC for EC-
CoGTA and the district municipality
Budget Steering Committee presentation of the SDBIP for | 13 June 2017 Mayor
2017/2018 Financial Year and Process Plan
IDP/ PMS and Budget Technical Steering Committee to finalize the | 22June 2017 Mayor
service delivery and budget implementation plans for 2017 / 2018
Special Council Meeting and Approval and Publication of the | 30 June 2017 Mayor
SDBIP 2017/2018 Municipal Manager
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Activity Date Custodian

Presentation of the draft IDP and PMS Revrew Process Plan 2017 | 30 June 2017 Mayor

201810 Councrl for approval

: © o July 2017 L

Submlssmn of IDP! PMS Review and Budget Process Plan to the | 07 July 2017 All Directors

district municipality and other spheres of government Municipal Manager

Advertisement and/or publication of the IDP/PMS Review and | 12 July 2017 Municipal Manager

Budget Process Plan 2018 /2019

Preparation and finalization of the Annual Performance Report | 12 July 2017 Municipal Manager

(Section 48) for the 2016/2017 financial year (Non-Financial)

Inter-Governmental Relations meeting - Formal presentation of the | 19 July 2016 Municipal Manager
-} approved 1P, Budget and SDBIP 201612017 to stakeholdars ||

Submission of Performance Information for purposes of the Annual | 21 July 2017 All Directors

Report (Non-Financial) Municipal Manager

Preparation and Submission of signed performance agreements | 28 July 2017 Municipal Manager

for Seotlon 57 Mana ers to relevant stakeholders

annual report‘2015 12016

01 - 06 August 2017

Municipal Manager

Presentation of the Draft Annual Report EMC 07 August 2017 Municipal Manager

Submission of the draft annual report 2015/2016 with annuai | 24 August 2017 Chief Financial Officer

financial statements fo the Audit/ Performance Audit Committee for Municipal Manager

review

Tabling of the unaudited Annual Report in Council for noting 30 August 2017 Mayor

Submit draft previous financial year Annual Report and evidence to | 30 August 2017 Municipal Manager

internal and the Auditor General including annual financial

statements and financial and non-financial information Chief Financial Officer
Submit annual report including final annual financial statements | 23 August 2017 Muricipal Manager

and annual performance report to EXCO and MPAC meeting Chief Financial Cfficer and
AliDirectors

September 2017

IDP Rep Forum: Presentation of SDBIP and Process Plan 19 September 2017 Mayor

Auditor General continue to audit annual report audit report to the | 29 September2017 Municipal Manager

accounting officer of the municipality

12 QOctober 2017

’Submlssron of Performance reports and performance mformatron All Directors

of the first quarter

IDP/PMS and Budget Technical Steering Committee: presentation | 17 October 2017 Municipal Manager
of the first quarterly performance analysis report

Submission of the Performance Report of the institution to the 18 October 2017 Municipal Manager

Office of the Mayor
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meetmgs for !DP Rev:ew process

Annual Report and oversight report process for adoption to be used
as input into public participating meetings for {DP Review process

November 2017

Activity . |.Date - Custodian

BSC to discuss revenue pmjecnons 17 Qctober 2017 Municipal Manager
IDP Rep Forum Presentation quarter performance and Situational | 24 October 2017 Mayor

Analysis under review (Situational analysis review phase

commence). Alignment of Municipal programmes to Provincial and

Sector departments

Special Council Meeting: Annual Report and oversight report | 26 October 2017 Mayaor

process for adoption to be used as input into public participating MPAC Chairperson

Budget Steering Committee - Presentation on the alignment of
expenditure programmes for 18/19 budget

13 November 2017

Mayor

Oversight Committee finalises assessment on the annual report

14 November 2017

Municipal Manager

Tabling of the audited annual report and financial statements to
Council

24 November 2017

Mayor

Annual Report is made available for inspection by the public

27 November 2017

Mayor

IDP/PMS and Budget Representative Forum — Presentation of the
audited annual report 2015/2016, draft reviewed situation analysis,
objectives, strategies and indicators (IDP 2017/2018).
Presentation of the 1st quarterly performance

(July to September 2016)

30 November 2017

Mayor

14 December 2017

Municipal Manager

Oversight Report is available for inspection by the public

14 December 2017

Mayor

Municipal Manager

Oversight report is submitted to Auditor-General, Provincial
Treasury and Department of Cooperative Government-EC

14 December 2017

Municipal Council

Logistical arrangements on the review of the mid-year performance
reports, assessment of performance and review of the service
delivery and budget implementation plans

(1-05 December 2017

Municipal Manager

Budget Steertng Commlitee 05 December 2017 Mayor
Subm[ssmn of Performance reports and performance lnformatlon 10 January 2018 All Directors

- mid-year performance

Budget Steering Committee discuss Section 71 Report 17 January 2018 All Directors
Budget Steering Commitiee - Presentation of mid-year 17 January 2018 Municipal Manager
performance to Executive Management Committee All Directors
IDP/PMS and Budget Technical Steering committee to present 17 January 2018 Municipal Manager
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Activity

Date

Custodian

And discuss draft objectives and strategies. Launch of the third
phase of the IDP (Discussions on the projects commences)

All Directorates

Strategic planning session to present updated situation analysis,
refined objectives and strategies and draft projects. Presentation
of the mid-year performance report; Review SDBIP 2017/2018,
prepare draft SDBIP 2018 / 2019,

18 - 19 January 2018

Municipal Manager
All Directors

year assessment report 2017/ 2018

/ﬁw« w@i .
Write to/ written request to CHDM to obtam projected allocatlons
for 1819 for inclusion in budget

Submission of the Mid-Year performance report 2016/2017 tothe | 25 January 2018 Municipal Manager
Mayor

Presentation of reviewed SDBIP 2016/2017 to the Mayor for 30 January 2018 Municipal Manager
approva]

SPECIAL COUNCIL MEETING: Table in a council meettng mid- | 30 January 2018 Municipal Manager,

Mayor

(1 February 2018

Municipal Manager

the adjustments budget for mid-year

Budget Technical committee and alignment of budget

07 March 2(}18

Submission of mid-year performance reports to the Sector 09 February 2018 Municipal Manager

IDP Rep Forum — Presentation of the mid-year performance report, | 06 February 2018 Mayor

draft reviewed IDP objectives, strategies and indicators, Mid-Year

Performance, Audit Outcome, allocations to be considered if

necessary.

BSC- Presentation of Adjustment Budget 14 February 2018

IDP/PMS and Budget Technical steering committee to discuss and | 23 February 2018 Municipal Manager
finalize draft projects and submission of reviewed sector plans;

draft adjustment budget

SPECIAL COUNCIL MEETING: Table in a special council meeting | 27 February 2018 Municipal Manager, Mayor

Municipal Manager

{1st Review)

Budget Steering Committee meeting for presentation of Draft [DP | 09 March 2018 Mayor

and Draft Budget

IDP/PMS and Budget Steering Committee: Presentation of draft 1s! | 09 March 2018 Mayor

Draft IDP 2017/2018 (4%Review); review progress

Submission of draft directorate SDBIPs 2017 / 2018 for | 16 March 2018 All Directors
consolidation

Inter-Governmental Relations - Consultation on the 15t draft | 23 March 2018 Municipal Manager
Reviewed IDP 2017/ 2018

Council Meeting ~ Presentation of the 1st draft [DP 2018 / 2019 | 29 March 2018 Mayor
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IDP adver’used for pubhc oomments pubhc meetmgs and 05 April 2018 Municipal Manager
constltation schedule

Submission of adopted Draft IDP and budget to the Office of the | 06 April 2018 Municipal Manager
Premiers, Provincial and National Treasury, District Municipality

and the MEC for EC-CoGTA

Submission of Performance reports and performance information | 11 April 2018 All Directors

of the third quarter

|DP, Budget and PMS Road shows 02 — 13 April 2018 Mayor

IDP Representative Forum- presentation on the final draft | 24 Aprii 2018 Mayor

Reviewed |DP and Budget 2017 / 2018; and tariffs

105 May 2018 Municipal Manager

public comments and those from sector departments; presentation
of performance reports for the 3rd quarter

tGR Final Submission of inputs from Sector Departments 08 May 2018 Municipal Manager
IDP/PMS and Budget Steering Committee: Presentation of Final | 11 May 2018 Mayor

Draft IDP

IDP and Budget Workshop for Councillors and Traditional leaders | 26 May 2018 Municipal Manager
on the final draft Reviewed |DP 2018/ 2019

State of the Municipal Address: Reviewed IDP 2018/2019 & | 3t May 2018 Mayor

Budgets approved by Council

M Submlssm of the approved Rewewed lDP and Budget 2017/ 2018 | 14 June 2018 Municipal Manager
to the National, Provincial Treasury depariment, MEC for EC-
CoGTA and the district municipality

Budget Steering Committee presentation of the SDBIP for | 12 June 2018 Mayor
2017/2018 Financial Year and Process Plan

IDP/ PMS and Budget Technical Steering Committee to finalize the | 22 June 2018 Mayor
service delivery and budget implementation plans for 2017 / 2018

Special Council Meeting 28 June 2018 Mayar

There were some deviations from the key dates set out in the Budget Time Schedule tabled in
Council. However, the schedule attached is the revised on as from time to time adjusted by council
and its programmes.

1.8.2 IDP and Service Delivery and Budget Implementation Plan

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:
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. 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 2018/19
MTREF, based on the approved 2017/18 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 2018/19 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 2017/18 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.

1.8.3 Financial Modelling and Key Planning Drivers

As part of the compilation of the 2018/19 MTREF, extensive financial modelling was undertaken to
ensure affordability and long-term financial sustainability. The following key factors and planning
strategies have informed the compilation of the 2018/19MTREF:

. Municipality growth

. Policy priorities and strategic objectives

. Asset maintenance

. Economic climate and trends (i.e inflation, Eskom increases, household debt, migration
patterns)

Performance trends

The approved 2017/178adjustments budget and performance against the SDBIP
Cash Flow Management Sirategy

Debtor payment levels

Loan and investment possibilities

The need for tariff increases versus the ability of the community to pay for services,
. Improved and sustainable service delivery

L & L] * * L]

In addition to the above, the strategic guidance given in National Treasury's MFMA Circulars 85, 86
and 89 has been taken into consideration in the planning and prioritisation process.

1.9 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
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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 municipaiity.

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 ali the people living in that area. Applied to the Municipality, issues of
__national and provincial importance should be reflected in the IDP of the municipality. A clear

understanding of such intent is therefore imperative to ensure that the Municipality strategically

complies with the key national and provincial priorities.

The aim of this revision cycle was to develop and coordinate a coherent plan to improve the quality
of life for all the people living in the area, also reflecting issues of national and provincial importance.
One of the key objectives is therefore to ensure that there exists alignment between national and
provincial pricrities, policies and strategies and the Municipality's response to these requirements.

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

. Green Paper on National Strategic Planning of 2009;

Government Programme of Action;

Development Facilitation Act of 1995;

Provincial Growth and Development Strategy (GGDS);

National and Provincial spatial develocpment perspectives;

Relevant sector plans such as transportation, legislation and policy;

e & o©o & =

. National Key Performance Indicators (NKPIs);

. Accelerated and Shared Growth Initiative (ASGISA);

. National 2014 Vision;

. National Spatial Development Perspective (NSDP} and
. The Naticnal Priority Outcomes.

The Constitution requires local government to relate its management, budgeting and planning
functions to its objectives. This gives a clear indication of the intended purposes of municipal
integrated development planning. Legislation stipulates clearly that a municipality must not only
give effect to its IDP, but must also conduct its affairs in a manner which is consistent with its IDP.
The following table highlights the IDP's five strategic objectives for the 2012/13 MTREF and further
planning refinements that have directly informed the compilation of the budget:

IDP Strategic Objectives

2017/18 Financial Year 2018/19 MTREF
1. To ensure that cost effective, appropriate | 1. To ensure that cost effective, appropriate and
and efficient services are delivered (KPA efficient services are delivered (KPA Service
Service delivery) delivery)
2. To ensure that conditions are created | 2. To ensure that conditions are created which
which stimulate the growth of the local stimulate the growth of the local economy
economy (KPA LED) (KPA LED)
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3. To have an effective and efficient | 3. To have an effective and efficient administration

administration (KPA Municipal | (KPA Municipal transformation and Inst.dev.)
transformation and Inst.dev.)

4. To have a transparent and performance | 4.  To have a fransparent and performance

driven  organisation  (KPA  Good driven organisation (KPA Good governance
governance and public participation) and public participation)

5. To implement good financial management | 5. To implement good financial management
(KPA Financial management and viability) (KPA Financial management and viability) -

In order to ensure integrated and focused service delivery between all spheres of government it was

“important for-theMunicipality to-align-its “budget - priorities -with - that -of -national -and -provincial -~

government. All spheres of government place a high priority on infrastructure development,
economic development and job creation, efficient service delivery, poverty alleviation and building
sound institutional arrangements.

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

1. To have a transparent and performance driven organisation

2. To ensure that cost effective, appropriate and efficient services are delivered

3.To ensure that conditions are created which stimulate the growth of the local economy
4. To implement good financial management

5, To have an effective and efficient administration

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

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

Lessons learned with previous IDP revision and planning cycles as well as changing environments
were taken into consideration in the compilation of the new [DP.

The 2018/19 MTREF has therefore been directly informed by the |DP revision process and the
following tables provide reconciliation between the IDP strategic objectives and operating revenue,
operating expenditure and capital expenditure.
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MBRR Table SA4 - Reconciliation between the IDP strategic objectives and budgeted

revenue

EC136 Emalahleni (Ec) - Supporting Table 84 Reconciliation of IDP strategic objectives and budget (revenue)
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sectr depatment in compknos vilh siasdands of g o/
P 5 R RO RS S il Ll %
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MBRR Table SAS5 - Reconciliation between the IDP strategic objectives and budgeted

operating expenditure

EC136 Emalahleni (Ec) - Supporting Table SA5 Reconciiation of IDP strateqic oh}ec_ﬁmmd budget (operafing expenditure)
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MBRR Table SA6 - Reconciliation between the IDP strategic objectives and budgeted
capital expenditure

EC13 Emlahleni (Ec) - Supporting Table SA6 Reconciliation of IDP strategic objectives and budget (capital expenditure]
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1.10 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 Municipalitytargets,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 planning, budgeting and reporting
cycle can be graphically illustrated as follows:
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Assess and adjust Specify performance

indicators

Monitor and take
corrective action

Set targets and
allocate resources

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

. Planning (setting goals, objectives, targets and benchmarks);

. Monitoring (regular monitoring and checking on the progress against plan);

. Measurement (indicators of success);

. Review (identifying areas requiring change and improvement);

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

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

The following table provides the main measurable performance objectives the municipality
undertakes to achieve this financial year.

MBRR Table SA7 - Measurable performance objectives

The following table sets out the municipalities main performance objectives and benchmarks for the
2017/18 MTREF.
MBRR Table SA8 - Performance indicators and benchmark
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Emalahleni Municipatity 2018/19 Draft Tabled Annual Budget and MTREF

1.10.1 Performance indicators and benchmarks

1.10.1.1 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, Emalahleni
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 2017/18 MTREF:

asset base of the municipality. This ration is by far below the borrowing capacity of the
municipality, but it needs to be noted that capital grants and transfers has contributed
significantly to the municipality’s capital expenditure programs, thus limiting the need for
borrowing.

. Capital charges to operating expenditure is a measure of the cost of borrowing in relation to
the operating expenditure. It can be seen that the cost of borrowing is steady 1.6 percent
throughout the MTREF period. While borrowing is considered a prudent financial instrument
in financing capital infrastructure development, this indicator will have to be carefully
monitored going forward as the Municipality should limit external interest charges to the
minimum.

. 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.

The Municipality’s debt profile provides some interesting insights on the Municipality's future
borrowing capacity. Firstly, the use of amortising loans leads to high debt service costs at the
beginning of the ioan, which declines steadily towards the end of the loan's term.

The Municipality has budgeted to finance the building of municipal offices with a long-term borrowing
which is to be repaid over a fifteen-year period.

In summary, various financial risks could have a negative impact on the future borrowing capacity
of the municipality. In particular, the continued ability of the Municipality to meet its revenue targets
and ensure its forecasted cash flow targets are achieved will be critical in meeting the repayments
of the debt service costs. As part of the compilation of the 2018/19 MTREF the potential of
smoothing out the debt profile over the longer term will be investigated.

1.10.1.2 Safety of Capital

. The debt-to-equity ratio is a financial ratio indicating the relative proportion of equity and debt
used in financing the municipality's assets. The indicator is based on the total of loans,
creditors, overdraft and tax provisions as a percentage of funds and reserves. This ratio is
well below the norm, indicating a strong financial position.

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

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 more than 2 which is a general benchmark,
hence at no point in time should this ratio be less than 2. For the 2017/18 MTREF the current
ratio is 0.8, and 0.7 and 0.8 respectively for the two cuter years of the MTREF. Going forward
it will be good financial practices if these levels can be improved.

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 2017/18 financial year the ratio was

...0.8.and.as.part.of the.financial. planning. strategy. it. has.been.maintained.at.0.7.throughout

the MTREF.

1.10.1.4 Revenue Management

As part of the financial sustainability, an aggressive revenue management framework should
be implemented to increase cash inflow, not only from current billings but also from debtors
that are in arrears more than 90 days. The intention of the framework should be to streamline
the revenue value chain by ensuring accurate billing, customer service, credit control and
debt collection. The collection rates in this indicator is based on all cash receipts, also for
direct income. The collection rate used for the calculation of debtors’ payments was average
of 50 per cent and should increase if the municipality wants to be financial as a going concern
conservative approach in order to cater for the current negative economic climate.

1.10.1.5 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.

1.10.1.6 Other Indicators

The municipality needs to know what causes high electricity losses. The municipality has
then to developed mechanism to determine what is an acceptable distribution loss and
what should be contributed to theft.

Employee costs as a percentage of operating revenue is constant over the MTREF. This is
primarily owing to the high employee costs which are growing on an annual basis, the
municipality has taken an approach to either cut expenditure or keep it in line with prior year
budget, however employee costs cannot be cut, the increases in revenue are therefore
consumed by the growing empioyee costs, hence the employee costs percent against
revenue has remained constant.

Similar to that of employee costs, repairs and maintenance as percentage of operating
revenue is also fairly constant owing directly to cost drivers such as bulk purchases
increasing far above inflation. 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.
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1.10.2 Free Basic Services: basic social services package for indigent households

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

For the MTREF 3900 registered indigents have been provided for in the budget. In terms of the
Municipality’s indigent policy registered households are entitled to 6kf fee water, 50 kwh of
electricity, free sanitation and free waste removal equivalent once a week, as well as a discount on
their property rates.

Further detail relating to the number of households receiving free basic services, the cost of free

--basic-services; highest level of free-basic-services.-as-well-as the revenue.cost.associated with.the ...

free basic services is contained elsewhere in this report.

1.11 Overview of budget related-policies

The Municipality's budgeting process is guided and governed by relevant legislation, frameworks,
strategies and related policies.

There will be a policy review workshop during the month of April 2018 so as to make sure all
users of it understand it. The following is a broad framework of all the policies the council
have:

1.11.1 Review of credit control and debt collection procedures/policies

The Collection Policy as approved by Council annually is currently under review. While the adopted
policy is credible, sustainable, manageable and informed by affordability and value for money there
has been a need to review certain components to achieve a higher collection rate. In addition,
emphasis was placed on speeding up the indigent registration process to ensure that credit control
and debt collection efforts are not fruitlessly wasted on these debtors.

As most of the indigents within the municipal area are unable to pay for municipal services because
they are unemployed, they are entitled fo free basic services.

The 2018/19 MTREF has been prepared on the basis of achieving an average debtors’ collection
rate of 50 per cent on current billings. In addition, the collection of debt in excess of 90 days has
been prioritised as a pertinent strategy in increasing the Municipality's cash levels.

1.11.2 Asset Management, Infrastructure Investment and Funding Policy

A proxy for asset consumption can be considered the level of depreciation each asset incurs on an
annual basis. Preserving the investment in existing infrastructure needs to be considered a
significant strategy in ensuring the future sustainability of infrastructure and the Municipality's
revenue base. Within the framework, the need for asset renewal was considered a priority and
hence the capital programme was determined based on renewal of current assets versus new asset
construction.

Further, continued improvements in technology generally allows many assets to be renewed at a
lesser ‘real’ cost than the original construction cost. Therefore, it is considered prudent to ailow for
a slightly lesser continual level of annual renewal than the average annual depreciation. The Asset
Management Policy is therefore considered a strategic guide in ensuring a sustainable approach to
asset renewal, repairs and maintenance and is utilised as a guide to the selection and prioritisation
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of individual capital projects. In addition, the policy prescribes the accounting and administrative
policies and procedures relating to property, plant and equipment (fixed assets).

1.11.3 Budget Adjustment Policy

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

1.11.4 Supply Chain Management Policy

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

1.11.5 Budget and Virement Policy

The Budget and Virement Policy aims to empower senior managers with an efficient financial and
budgetary amendment and control system to ensure optimum service delivery within the legislative
framework of the MFMA and the Municipality's system of delegations.

1.41.6 Cash Management and Investment Policy

The aim of the policy is to ensure that the Municipality’s surplus cash and investments are
adequately managed, especially the funds set aside for the cash backing of certain reserves. The
policy details the minimum cash and cash equivalents required at any point in time and introduces
time frames to achieve certain benchmarks.

1.11.7 Tariff Policies

The Municipality’s tariff policies provide a broad framework within which the Council can determine
fair, transparent and affordable charges that also promote sustainable service delivery. The policies
have been approved on various dates and a consolidated tariff policy is envisaged to be compiled
for ease of administration and implementation of the next two years.

All the above policies are available on the website and at the main municipal building, as welt as the
following budget related policies:

Property Rates Paolicy;

Funding and Reserves Policy;

Budget Folicy; and

Basic Social Services Package (Indigent Policy).

L) L3 * L]
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1.12 Overview of budget assumptions

1.12.1 External factors

Domestically, after five years of strong growth, during which about two million jobs were created,
our 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 2018 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.

1.12.2 General inflation outlook and its impact on the municipal activities

There are five key factors that have been taken into consideration in the compilation of the 2018/19
MTREF:

. National Government macro-economic iargets;

. The general inflationary outlook and the impact on Municipality’s residents and businesses,
. The impact of municipal cost drivers;

. The increase in prices for bulk electricity; and

. The increase in the cost of remuneration,

1.12.3 Credit rating ocutlook

The Municipality did not perform a credit rating outlook.

1.12.4 Interest rates for borrowing and investment of funds

The municipality will not borrow any funds during the MTREF period. It is expected that interest
rates will be adjusted slightly upwards during the MTREF period and it was budget for as such.

1.12.5 Collection rate for revenue services

The base assumption is that tariff and rating increases will increase at a rate slightly higher that CP!
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 (35 per cent) of annual billings.
Cash flow is assumed to be 35 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
perfarmarnce has been carefully monitored.

1.12.6 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.
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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 dweilings. 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.

1.12.7 Salary increases

An 8% increase have been provided for Councillors, a provision of 9% increase has been made for

_employee related costs and a 10% increase has been provided for Directors remuneration increase.

Employee related costs including Councillor allowances now represent 51% of Total expenditure

which is above NT maximum of 40%.The municipality will continue to improve its revenue
enhancement and delay filling of non- crucial posts to ensure the percentage is brought down and
maintained under conirol.

1.12.8 Impact of national, provincial and local policies

Integration of service delivery between national, provincial and local government is critical to ensure
focussed service delivery and in this regard variocus 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.

1.12.9 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

100 per cent on the capital programme for the 2017/18 MTREF of which performance has been
factored into the cash flow budget.
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1.13 Overview of budget funding

1.13.1 Medium-term outlook: operating revenue

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

= 2018/19 Medium Term Revenue &
Mﬁlm | N1+I1§ 7 m15;1§ 2016147 Current Year 2017118 Expenditure Framework
i oasanis Audited Audited Audited Original | Adjusted | Full Year | Pre-audit |Budget Year:Budget Year: Budget Year
Outcome i Ouicome | Outcome | Budget Budget Forecast | outcome | 201819 | #1 201920 | +2 02021
Financial Performance
Progerty rss M8 374 4148 4342 4502 - - 3615 3.8% 4,191
Service chargas 11,180 12,03 14,75 14265 13522 - - 14,383 15,297 16,257
vestment ssvenus 3350 3845 233 253 1,081 B e 2,045 118 153
Teansfers recognised - cperaional 112,881 145,190 132,075 123838 13,18 - = 122,503 130,951 138,482
Crher ovin revenue 8,087 10,285 8,004 8548 9,649 - - 10,478 11,003 11,553
Total Revenue fexcluding capital transfers 140226 IS0 61338 145920 151393 - . 153426 1385 1727H
and contributions)

The following graph is a breakdown of the operational revenue per main category for the 2018/19

financial year.

Breakdown of operating revenue over the 2018/19 MTREF

Budget Year 2018/19

B Property rates

m Service charges - electricity revenue

W Service charges - refuse revenue

® Rental of facilities and equipment

B Interest earned - external investments
B Interest earned - outstanding debtors
¥ Fines, penalties and forfeits

@ Licences and permits

H Agency services

B Transfers and subsidies

B Other 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.
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1.13.3 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 MEMA
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.

MBRR Table A8 - Cash backed reserves/accumulated surplus reconciliation

EC136 Emalahleni (Ec) - Table A8 Cash backed reserves/accumulated surplus reconciliation

sone 2018/19 Medium Term Revenue &
Description Refi 2014i15 516 a7 Current Year 2017/18 )
Expenditure Framewaork
e Audited Audited Audited | Original i Adjusted | Full Year | Pre-audit |BudgetYear i Budget Year i Budget Year
Outcome : Outcome | Outcome Budget Budget Forecast | outcome | 201819 : +1 201970 : +2 2020721

Cash and investments available

Cashiczsh equvaents 3 fie yexr end i 31,778 2419 13,13 1,073 18,272 - - 13,13 5,405 4308

Other Qurrent invesiments > %0 days - - {9) i 3 = . = 0

Now current assels - vesimants 1.} - - - - = - - < ” -
Cash and investments available: 31,776 2419 13,14 1,072 16,270 = - 131 5.209 4,309
Application of cash and investments

|nspent condfiond ransiere R\ ] 1,15 301 = — = = = -

Unspeat borowing = = @ - 2 - - -

SHufry Eemkemets 2

Cther wiorong capdal requirements 3 8337 i 781 18,055 12,083 - - 10,435 6,382 6,672

Ozt provisions

Long ferm itvesimas commied [3 - = - - - = - - -

Flesarves I b badesd by cashfisvesmans | 3
Total Application of cash and investments: 6,656 12,963 61 8.0 12083 - - 1049 6392} 6,672
Surplusfshortfall) Bl 1335 4452 (16,383): 4187 - - 2659 (1,387} (2.363)

From the above table it can be seen that the cash and investments available total R2.659 million in
the 2018/19 financial year and progressively decrease to -R 2.363 million by 2020/21, including the
projected cash and cash equivalents as determined in the cash flow forecast. The following is a
breakdown of the application of this funding:

« Unspent conditional transfers (grants) are automatically assumed to be an obligation as the
municipality has received government transfers in advance of meeting the conditions.
Ordinarily, unless there are special circumstances, the municipality is obligated to return
unspent conditional grant funds to the national revenue fund at the end of the financial year.
In the past these have been allowed to ‘roll-over’ and be spent in the ordinary course of
business, but this practice has been discontinued.
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« 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. Any underperformance in relation to collections could place
upward pressure on the ability of the Municipality to meet its creditor obligations.

« _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 Rehabilitation of landfill sites and quarries.

1.13.4 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.

MBRR SA10 — Funding compliance measurement

EC136 Emalahleni {Ec) Supporting Table SA10 Funding measurement
201819 Medium Term Revenue &
25 200518 61T Gurrent Year 2017718 " :
Description MPEA Ret R T e
i Section Audited | Audited Audited | Original : Adjusted | FullYear | Pre-audit |Budget Year: Budget Year ; Budget Year
: Outcome | Outcome ; Outcome | Budget Budget | Forecast | outcome | 201819 | +1 2019020 ! +2 2020/21
Funding measures

Cashicash equivaients 3 the yozr ead - R0 Bip |1 3,776 28418 13,134 1,073 16,272 | - -

Gash & vesments & B yr ad less appioatioes - KO0 | 8% | 2 ¢ 2508 15,35 4452 (16,983} = "

Cash year eadimoalily employee/suppler paymeas ¥ipe i3 33 27 12 04 - -

SuplusADelicd) exchuding depeecaion ofsas: ROI0 ®m) ;4 {13,508) 5,944 1,666 {7,873) - -

Service charge rev % diange - maco CP o exclisve [ 18(Te(Z)i 5 N& {0.1%) 4.1% (3.0%) 08.0%) 6.0%)

Cash recepts % of Rateoayer & Oer rovenie & BA% S3.T% /% 4. 2% 3. 0.0% 0.0%

Det impairmant expense as 3 % of nil bilbie revense 7 G.1% 5% 18.1% 40.4% 1. 0.0% 0.0%

Capial payments % of canial expeadiure g 85.3% 34% 100.7% 100.0% 93.9% 0.0% 0.0%

Boeowiing recepts %o of canital expesdtae (S, panskrs) 9 00% 0.0% 0% 100.0% 100.0% 0.0% 0.0%

Geants %o of Gowt. legisiet: eted dlocaions 0

Cursant coasumer debiors % changs - modacr) 1" NA (24.0%) S1% {13.0%) 14.3% {100.0%) 0.0%

Loty t2em recsivaies % chasge - mo{dect) NA 0.0% 0.6% a0% 0% 00% 00%

FAM % of Paopaty Plax & Equomex 14% 1.8% 14% 1% 15% | 00% 0.0%

Asoztreoswal % of capl bud 0% 0.0% 0.0% H0.T% 10.8% 00% 0.0%

1.13.4.1 Cashl/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.
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1.13.4.2 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 detail 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.

1.13.4.3 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 municipaldy .

be faced with an unexpected disaster that threatens revenue collection such as rate boycotts.

1.13.4.4 Surplus/deficit excluding depreciation offsels

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 areinsufficient to ensure that the community is making a sufficient
contribution towardthe economic benefits they are consuming over the medium term. For the
2018/19 MTREF and outer years the municipality has deficits.

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.

1.13.4.5 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 percent).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 higher than forecasted
CPIX for the respective financial year of the 2017/18 MTREF which is mainly due to higher electricity
tariff increase However, the cutcome 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.

1.13.4.6 Cash receipls 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 fo determine the relevance and
credibility of the budget assumptions contained in the budget. It can be seen that the outcome is at
58.2 per cent for 2018/19 and 58.1 percent for the outer financial years. Given that the assumed
collection rate was based on an average of 50 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.
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1.13.4.7 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 fo offset under-collection of billed revenues. The provision has been
appropriated at around 31 per cent over the MTREF.

1.13.4.8 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.

_._.1.13.4.9 Transfers/grants revenue as a percentage of Government transfersigrants 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.

1.13.4.10 Consumer debtors change (Current and Non-current)

The purpose of these measures are 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.

1.13.4.11 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 commitied 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.

1.13.4.12 Asset renewalfrehabilitation expenditure level

This measure has a similar objective to aforementioned objective relating to repairs and
maintenance. A requirement of the detailed capital budget (since MFMA Circular 28 which was
issued in December 2005) 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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1.14 Expenditure on grants and reconciliations of unspent funds

MBRR SA19 - Expenditure on transfers and grant programmes

EC136 Emalahleni (Ec) - Supporting Table SA19 Expenditure on transfers and grant programme

Desacripti Refi 2014/15 2015116 2016/17 Ci Year 2017718 PR Melhameem Bramech
e J tirrent Yenr Expenditure Framework
i e ) Audited Audited i Audited Original Adjusted — i Full Year | Budget Year ! Budget Year { Budget Year
Outcome Outcome Qutcome Budget Budget Forecast 2018/19 +1 201920 | +2 202001
EXPENDITURE: 1
Operating expenditure of Transfers and Grants!
National Government. 108,538 142,996 128,929 121,348 121,348 - 129,846 137,372
 locAlGovemmeniEquitableShae 1 0038 116,537 114,559 7 L B
Finance Managemeant 1,800 1,875 2,010 2345 2,345 2,880
Wumnicipal Systems imgrovemsant 934 930
EPVIP hcentuve 1297 1,000 1415 1,308 1,308 2,022
Integraied Nabonal Electiicaion Programme 11,000 21,000 9,317 4,400 3,200
Waer Affars 43
Wunicipal lnfractrucure Gram 1,588 1,611 1,588 1,703 1,703 1,645 1,678 1,762
Provincial Government: 2,570 881 1,127 900 900 - 952 1,005 1,003
LED %5 N
Fural Dewsicpman
Waste Management 1,343
Ligeary 1,131 B50 1,427 900 900 952 1,005 1,005
District Municipality: 1,773 1,312 2,019 1,500 801 - - - -
Greenest Munizipaling 200 200
Cleaning Program 202
Indigent Application Project 1i2
¥ Transpot 132
Feediot 500 801
¥ T Support 20
Pawng 1,485 1,000 1,487 1,000
Revenus Enhancemant 106
Other grant providers: - - - 90 9% = - - i
SETA 0 k1
Total operating expenditure of Transfers and Grant: 112,380 143,190 132,073 123,838 123,139 - 122,608 130,851 138.317
Capital expenditure of Transfers and Grants
Mational Government: 10,142 30,615 23470 32,358 32,358 - 42,257 3847 33484
Wiumicipal Iinfrastruciare Grant (MIG) 30,342 30,615 235,17 12,358 32,358 42,257 847 33484
Provincial Government 257 - 3000 - - - - - -
Foads 3,000
Viasiz Managemont 257
District Nunicipality: = - = = % = 5 “ -
Other grant providers: - - - - - - 95 100 105
SETA 55 100 105
Total capital expenditure of Translers and Grants 38 30,615 26,170 32.3% 32,358 - 42,352 31,947 33.589
TOTAL EXPENDITURE OF TRANSFERS AND GRAN 143,280 173,804 138,243 136,196 133,497 - 165,160 162,798 171,966
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MBRR SA 20 - Reconciliation between of transfers, grant receipts and unspent funds

201819 Medium Term Revenue &

Descripti 201
ription Refi 2014i15 1516 BT Current Year 2017/18 Expenditure Framework

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

R thousand
Outcome : Outcome : Outcome Budget Budget Forecast 1849+ 201920 : 42 2020021

Operating fransiers and grants: 13
National Government: )
Balance unspent & beginning of the year T4 Y 4
Curent year recsioss Y  wrgr ¥ wea7  oameml 121 121,48 roogsel 9860 1373702

Conditions met - transferred to revenue 108,538 142,996 128,929 121,348 12,348 - 12,856 129,846 137,372

Condidions siil i be met - eansiemed b ibiifes: 42
Provincial Government:
—Bdawsunspent & begnning of the year S ammmaene

r 92 1005 1,005

Current year receints ¥ opg¥ nr ol g 900
Conditions met - transferred to revenue 2,368 881 112 900

£8

- 952 1,005 1.003

Condiions séll 1o be met - banclered b isbilifes e 5357
District Municipality:
Balance unspent & baginning of e year 5
Current year recants 7 1507 a7 23ur 1,500 E

Conditions met - transferred to revenue 1,773 1,312 2,019 1,500 801 - - - -

Coadifions =il i be met - vanskered I labiifes kil
Other grant providers:
Balance unspent at beginning of the year 4 2

Current yem recsigis " —i T = ¢ ] %0 r 14 100 105
Conditions met - transferred to revenue - - - %0 90 - % 100 103

Coadifions =il o be met - bansiened b lablifes:

Total operating transfers and grants revenue 112,881 145,190 132,073 12333 123139 - 122,903 130,931 138,482

Total operating transfers and grants - CTBM 2 9 1137 4 - - - - - -

Capital transfers and grants: i3
National Government:
Balance unspent af beginning of the year

Cument year reosigis 30,142 055 B 32,35 235 0,257 3,343 3343
Conditions met - transferred to revenue 0,14 30,615 # 170 12,358 3335 = 0.5 31 84§ 3148

Condifions il b be met - bansiened b isbiiges:
Provincial Government:

Balance unspent af begianing of e year

Cusent yeat reosighs E ;

5

Conditions met - transferred to revenue 3,000 = > - » = =

Condiions siil to b met - vansiered fo habiifes: {1,205)
District Municipality:
Balance unspent at begianing of the year -
Cument yoar reosipts - - -

Conditions met - transferred to revenue g - = = = = = - -

Coaditioes siil 0 b met - ransiesd iy isiites;
Other grant providers:

Bdancs unspent & kegiming of the year 4 =

Cumeat year recsils r =

Conditions met - transferred to revenue - - - — o il i - e

Condifioss =il 10 be met - pansiEmed D ighiites

Total capital transfers and granis revenue .39 30,613 26,170 32,358 3238 - 42,257 31,848 33484

Total capital transfers and grants - CTBM 2 - - (1.203) - i = - - -

TOTAL TRANSFERS AND GRANTS REVENUE 143280 173,504 133,45 136,1% 133,497 - 163,160 162,79 171,966

TOTAL TRANSFERS AND GRANTS - CTHil EYt 1457 (69) < = - . . -
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1.15 Councillor and employee benefits

MBRR SA22 - Summary of councillor and staff benefits

EC136 Emalahleni (Ec) - Supporting Table SA22 Summary councillor and staff benefits

Summary of Erm:loyee.and Councillor Refi 2014113 2015016 6T Curreat Year 201718 2018/19 Medium Term Revenue &
remuneration Expenditure Framework
Rih Audited Audited Audited Qriginal Adjusted Full Year | Budgef Year : Budget Year  Budget Year
Outcome | Outcome : Outcome Budget Budget Forecast HABMY | MMM (42 20200
1 A 8 (od b E F G H i
Councillors (Political Office Bearers plus Other)
Easic Salaries and Wages Foon2asl 1178 F P el 1
Pension and UIF Contrbuticns a ] L r o L e X
Ml it Conbuficns B T IO ol i i S ST O e -
Wiioe Veaicie Allovice 4 ! % r o _r i
Celghone Mowance r g3l 1,510 & 160 1787 1,902
Housing Alowiances d = |7 = I S = | =
(Oner bensiis and dlowances & e = r AR i =i =
Sub Total - Councillors - - - 12,071 12,688 | = 13,703 14,799 13,983
% increase 4 = - - 54%: (100.0%) - 8.0% 8.0%
Senior Managers of the Municipality 2
Basic Salaries and Wages é a3 F 8,651 r g34F wonof 108
Pension and UIF Contribusions i "r 11 i [ d 121 12
Madical Aid Contributions r i s r - r g %
Oersme r Yo 7 Ty r B o i
Periemance Bonus r 1187 1,187 F 1305 1410 1,523
Moator Vshicis Mllovianos 3 " = = r = i = =
Caliphone Alowanos 3 i —F L r = ] L
Housing Allowarces 3 r = = r = | = =
(Other bensiis and Slowancss 3 i il 49 r ur i il 71
Paymens in lizy of lsve r e = r = |t = &=
Long service awards r 2y A = 4 _r o Al
Postretrement sersit digaions 3 r 557 ¥ 587 r K - ¥ u
Sub Total - Senior Managers of Municipality - Z Z 10,208 10,434 i {Nat] 11,362 12,481
% increase 4 = - . 8% (100.0%) - 7.5% 8.0%
Other Municipal Staff
Basic Ssisres and Wages 32,844 4552 55,035 39,407 83,501
Pension 3nd UTF Coarbusons 7,580 7,808 8,393 9,042 9,765
Medical A Coariutions 2529 2,504 2497 26% 2512
Ovardms 1,280 1,250 2,040 2,080 2,040
Perbemance Eonus 2 - = i =
Motor Venicis Alowancs 3 3,308 3,381 3815 3120 4,450
Celphore Mlowasce 3 255 3133 629 &73 733
Housing Allovmnces 3 114 185 218 235 3
Chhee bansiits and slowancss 3 450 am 754 7t 730
Paymests i lies of leave 150 150 300 300 00
Losg senvice awands 280 280 560 580 ®0
Postsetirement berslt dhiigaions & 100 100 100 100 100
Sub Total - Other Municipal Staff i - = 68,818 5,798 = 75,344 79,631 85,404
% increase 1 - N = E4%)  (100.0%) u 5.7% 1.2%
Total Parent Municipality - “ Z 91,097 86,579 5 83 757 106,017 113,568
- - N [ H () - B3% 4%
s FAELIRANGE & BRI - - - 91,097 83,979 - 99,757 106,012 113,868
% increase 4 - . N (Z3%):  (100.0%) e 6.3% 74%
TOTAL MANAGERS AND STAFF 57 - - - 79.0% 76,292 & 56,033 91,213 97,35
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MBRR SA23 - Salaries, allowances and benefits (political office bearers/councillors/ senior

managers)
EC136 Emalahieni {Ec} - Supporting Table SA23 Salaries, allowances & benefits (political office bearersicouncillors/senior managers)
Disclosure of Salaries, Allowances & Benefits 1. Ref Salary Contributions: Allowances |Performance In~k|r!d Total
Bonuses benefits Package
MNo.
Rand per annum 1 2
Councillars 3 .
Speaisr 4 ¥  687gse 7 R 47,952 0 735,621
Chief VWhip Y 3395 Y e 47852 407 811
Executve Mayor ¥  Bse586 7 oL 47 952 $07,533
Deputy Execuive Mayor £ = -F = -
Execuive Commitize Y 25938423 ¥ Eoll e T ) 3,178,183
Total for all other councilliors ¥ 72268557 - F 1248752 8,473,607
~Total Counciiiors e — 12072492" = 4630368 13702560
Senior Managers of the Municipali <)
Municipal Manager (M) ¥ iR HT Y 1,785 7 101 ¥ 272820 2,223 424
Chief Finance Oficer Y 15283337 1785 ¥ 101 ¥ 213,687 1,741,906
Divecior. Conporaie Services ¥ 0622357 1,785 7 g ¥ 204713 1,668,832
Divecior: 10HS ¥ 44622357 1,785 7 70401 ¥ 204713 1,738,834
Direcior Community Senvice y¥ 14622357 1,785 7 1017 204743 1,668,834
Divector: EDTA ¥ 14622357 1,785 ¥ 198 ¥ 204713 1,668,931
TOTAL GOREOF GOUNGCRLOR. SECETOR sl 10 - 21,396,184 10,708 1,701,071 1,305,359 24 413 321
EXECUTIVE RENUMERATION
MBRR SA24- Summary of personnel numbers
EC126 Emalahleni (Ec) - Supporting Table SAZ4 Summary of personnel numbers
Summary of Personnel Mumbers Ref 201617 Current Year 2017118 Budget Year 2018/13
Naidier 12 | Positions Permanent ! Contract Pasitions Permanent : Contract Positions Permanent : Gontract
employees | employees employees : employees employees | employees
Municipal Gouncil and Boards of Municipal Entities
Councilees {Polgcal Ofice Bearers plus Cther Counciliors) 34 - s k) - A 34 - 4
Board Memivers of municpal enttes 4
Nunicipal employees 5
Mumicipal Manager aed Sanice Manaprs 3 6 - 6 [ - 3 6 - 6
Cher Managers 7 11 10 1 1! 10 1 13 12 1
Professicadic «“ 4 2 & 42 2 44 4 2
Finance 3 3 - 3 3 - 3 3 -
Spatialtoun plaming 1 1 = 1 1 = 1 1 .
information Technalogy 1 1 - 1 1 - 1 i -
Roads 1 1 - 1 1 - 1 i -
Blactricity 1 1 = 1 1 = i i =
Water - - = - - - = - -
Sanifatian - = = il ' = = e g
Refuse | 1 - 1 1 = i | &
Othar » k" 2 % 3 2 » k'3 =
Technicas 13 13 - 15 15 - 15 15 -
Financs 7 7 = rf T = T 7 =
Spatial¥zun planning 1 1 = 1 1 = 1 1 =
Information Technology 1 1 = 1 1 = 1 i =
Roads 1 1 = 1 1 = 1 1 =
Elactricity 1 1 = 1 i = 1 1 =
Watar - - - - - - - - -
Sanitation — = - - = = - - -
Refuss 1 1 - 1 1 = 2 221, -
Othar 3 3 - 3 3 - 3 3 -
Cledes (Clzacal and admimsratve) 40 4 ~- 44 40 - a0 40 -
Servioz aad sales viadErs - - - - - - - - -
Siillied agaculral 3nd Fshery wode's | 1 = 1 1 - 1 5 -
Crat and ndaind rades - = = = - = = = -
Pliant and Machine Operators 5 5 - 5 5 - 5 5 -
Bementary Cocupations a5 5 2 85 83 2 85 &0 -
TOTAL PERSONNEL NIUMBERS $ b33 18§ [ 24 79 45 Figl 734 43
% increase = (1.0%) = = P =
Total municipal employees headcount 8, 10; 24 196 45 241 196 45 241 196 43
Finance persomnel headcount 2, 10 2! b = 24 24 ] 24 24 =
Hmas Fesoerces perscane! beadcouat 8, 10; 3 8 - 8 ] - ] 3 -
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Emalahleni Municipality 2018/19 Draft Tabled Annual Budget and MTREF

1.18 Legislation compliance status

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

1.

2.

In year reporting

Reporting to National Treasury in electronic format was fully complied with on a monthly
basis. Section 71 reporting to the Mayor {within 10 working days) has progressively improved.

[nternship programme
The Municipality is participating in_the Municipal Financial Management Internship

" programme and has employed six interns undergoing training in various divisions of the Financial

Services Department. Of the five interns two have already been appointed permanently.

3.

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
2018/19 MTREF in May 2018 directly aligned and informed by the 2018/19 MTREF.

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

MEMA 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.

BRR Table SA2 — Matrix financial performance budget {revenue source/expenditure type and
department}
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Emalahleni Municipality 2018/19 Draft Tabled Annual Budget and MTREF

EC136 Emalahleni (Ec) - Supporting Table SA2 Matrix Financial Performance Budget (revenue source/expenditure type and dept.)

Vote 1- Vote 2 - Vote 3 - Vote 4 - Vote § - Vote 6 - Total
Description Refi Executive : Corporate | Budgetand | Economic : Community ; Infrastructur
and Council { Services Treasury |Development! and Social ¢ and

R thoxisand 1 Tourism and; Services Human

Revenue By Source - B
Property raies r pRtt S 3857 r it = 3.615
Service charges - eleoricty revenus o o S = E ==r - F 1050 10.570
Servios Chanes - Wass revenus £ Lt S i e SR = =
Senyics charges - SAMEEI0A rEVEUS r 2l =n S g S = -
Service charges - refuse revenue AR S —f -r v - 3,813
Service charges - ofer 4 =t = = = = =i =
Rental of faciiies and squipment r ZiE S =05 Say g3 7 1 973
hisrect eamed - extemal nvesiments 4 s T 2005 7 S L = 2,043
Wnizeest eamed - cutsianding debites = it e 17887 =i 3357 7 281 5,386
Dividends recaived ¥ vl ¥ iy 2 o L L o s
Fines, penaliies and forkits r et e 151, i o7 = 110
Licences and permits ¥ i 2o ¥ Lar S 217 1 2,143
Ageacy seruices £ = = 70 = 1,243 o 1,313
Ofer revenus = = 455 5 42 31 554
Trancies and subsidies 7.015 g5 11,174 = 352 3,667 122,903
Gans on disposal of PPE - - - - - - -

Total Revenue {excluding capital transfers and cont 7.045 % 119,108 5 12,633 14,570 193428

Expenditure By Type
Emgioyes relsied costs 13123 1317 14,517 5,149 23,828 18,060 86,055
Remunsraion of councillors 13,703 = — - = - 13,703
Debt impairment = = 3,500 = 2,000 500 6,000
Depreciaion & assat impairment - 854 - - 981 22382 24,256
Fisance charges - 157 1,959 - - - 2,116
Bullk purchasss = L = = 22 15,070 15,070
Cther materidls > 45 7 w7 nr 7 ey 1,800 3.296
Conacd services r 817 1,105 7 2551 F b g 509 7 1,712 11,414
Transirs and subsidies y wr e S %7 S = 20
Ctirer Sxpeaditsee ¥ ages ¥ 3027 i’ 457 1883 7 1,502 19,915
Loss on disposal of PPE = D =i LT A el i g = =

Total Expenditure 3347 16,670 30,674 3,949 34548 §1,026 182,114

Surplusi{Deficit) 26,132 (16,574 35,434 5.944) (22.013) [46.456) (26.658)

IENSEYS SNg SUDSIDES - CENGE |Monsary F 7 4 4 y y

allocafions) (Naiondl ! Provincial and Disinc) = = = = = 42,057 42,257

Transkers and sulbsidies - capial (monsary

Sliocations) {Nafional / Provincial Deparmensl

Agencies, Houssholds, Nor-proft insiugons,

Prvaiz Enfereisss, Pelbiic Comporaions, Highsr

[Educatonal insiidons) -

Tiransiers and subsidies - capitgl finioind - 3l -

Surplus/Deficit) after capital transfers & (26.132) [16.574) 88,434 (5,944) (22.043) {4,199) 13,369

contributions
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MBRR Table SA3 — Supporting detail to Statement of Financial Position

EC136 Emalahleni (Ec) - Supporting Table S8A3 Supportinging detail to *Budgeted Financial Position’

2018/19 Medium Term Revenue &
21415 015416 201647 Current Year 2017718 4
Expenditure Framework
o Description Ret : : e s ) =

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

O [ Outy Budget Budget Forecast | outcome 201819 | 12019720 : 2 202021
Rth "
ASSETS
Call investment deposits

Cal deposts 2,553 26,023 10,260
Total Call investment deposits 2 28,563 26,023 10,260 - - - - - - -
Consumer debtors

Comsumer detiore ¥  7os5Y  s533Y 83348 80,078 40% romssr  wsalr

Lese: Provision for deist imparment ooy e meoosl wziint 41539 Fo (508> 10087
Total Consumer debtors 2 22582 12,747 7340 17,906 3,097 = 14,881 19,534

Balance at the begianing of e year 11458 7 30167 53,146 54672 40,296 1% 59,008 ¥ 65,005 7 71,008
Convibuions 10 e provision 10,850 ¥ 9258 7 7,245 7,500 1,643 I 6,000 7 6,000 © 5,000
Bad debrs wkmen of roogragy - @amr (4386
Balance at end of year 45016 53,148 56,009 §2,172 41931 = 65,009 71,009 77.008
Property. plant and equipment [PPE}

PPE & costivaluation (exd. fnancs lesses) roossi0” exnssT 65249 713,388 702,643 Foriie? 7421547 71485

Lsases reoognised as PAE 3 812 812 % 812 812 812

Less: Accurmutated depreciation (2242097  (248,029) (276,463), 1278,175) Foopssasf (2807 (316677
Total Property, plant and equipment (PPE} 2 397 130 42032 436,925 426,473 = - 443686 430,506 433,961
LIABILITIES
Current lizbilities - Borrowing

Shott ieem loans joiter than bamk overdral)

Cusrent poeion of ioag-sem iabilies 283 353 25 310 = 1,035 1,139 1,253
Total Gurrent liabilities - Borrowing 763 E1i 5 30 z - - 1,035 113 1,253
Trade and other

Teate and ofter credioes 20,283 .58 20,001 26,501 27084 26825 25,000 27,000

Unspeat oondiions) passirs 399 1,157 &0

VAT
Total Trade and other payables 2 20,592 73958 20,541 501 Fii N i 6,425 2,000 7,00
Mon current lisbilities - Borrowing

Barownng 4 8,000 7,345 13,028 11,835 10,632

Finanoz lesses (idedng PPP assat slemend 47 295 - 283
Total Mon current lisbilities - Borrowing 37 5 s 83 7545 < N 13024 11,885 10,632
Provisions - non-curment

Fetremen banshic 4513 5,157 5,471 8210 7 6,265 7,53 37%

List other major provision isems

Fafise laedfl sz revasiicabon

Loeg Sendce Avads 1,050 1,376 1,707 2me 2,285 2,5%
Total Provisions - non-current 5,69 6533 6,578 8210 748 i = 8260 EX 11552
CHANGES IN NET ASSETS
Accumulated SurplusiDeficit)

Accemeiaied Segesilefiot) - coemieg balan: 453 543 408,170 407,452 spa a7 Logh-r. 403634 417,203 420,534

GRAP afssimens 43,555 14,558

Fewmed aEmns 419,678 354,518 400,452 apa 7 401,524 = = 403,534 47,203 420,53

SaucDefon {13,508} 5544 1,555 &y 1,710 13,569 3,31 7,705

Spompeioes D Sesaves

Transies Pom Hessrves

Deprecaion ofises

Ctther adusimenis
Accumulated Surplusi(Deficit) 1 408, 70 404 482 W71 396,34 03834 = - 4173 420534 2,25 |
Reserves

Housing Deveinpmant Fasd

Capial rasianemaal

Selflazueacs

Urinzt resansss

Frevgeston
Total Reserves 2 - < = - - < e = Z <
TOTAL CORRIUNITY WEAL THIEQUITY 2 408,170 400,462 N8 396,344 403,834 = z 417,203 420,534 428,239
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Emalahleni Municipality

2018/19 Draft Tabled Annual Budget and MTREF

MBRR Table SA9 - Social, economic and demographic statistics and assumptions

Delailonbﬁeprovisionofmunicipal servicas for A10

Hids

bk

Hign

Current Year 217113

113119 Nedium Term Revenue &
Expenditure Framenork

Ouicome

Driginal
Budget

ijued
Buge

Full Year
Forecast

B9

Budget Year  Budge! Y

+ YU

Budget Vear
AW

Witer
Piosd s neling

Lising pubic ap (e east min senvice leve]
(e wiater szl (3 least man seovice bowsl)
Using putc 2 (< min.s3vioe v
O witee iy [« i service i)
No vz sy

Befoaw i 3arvice Level su-dotdl
Total number of households
Sunillionseweriqe:
Flus iniet {coveeckd b sevierags)
Fagh ket segic )
Ohermical it
Pt et fvestiaed)
Oz bl provisons {» i $20vic2 beve)

iim Servic Lavel and Abovs sub-otd

Bucioet et
(th=r it prowisioes (¢ mit szrvioe ke
No ik povsons

Below hinmum Sarvice Lsvel sub-otsl
Total number of households
Enengy:
Beckoly {2 b3t min sevice kevel)
Bty - resad i sevie )
Biackcty |« man.servce kvl
Brctoly - prepad < min. s2vizlewe)
Ot cegy soaoas

(Totzl numtber of households

Reftse:
Femowsd 3 B3 oz amek
Bom Senics Loyl 2 Aboys subdotal
Fiamoved less Tegely B¢ oss awesk
Lising commesa mise demy
Using o iefise dimp
O niiosa dgpesd
No eatiosh dspossl
Toial number of households
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DEVELOPMENT

1.19 Municipal Manager’s quality certificate

| SW Vatala, Municipal Manager of Emalahleni 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 DR SW VATALA

Municipal Manager of Emalahleni Municipality

Date 29 MIARCH 2018
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