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Part 1 - Final Tabled Annual Budget

11 Mayor’s Report

The purpose of this report is to present to Council the Draft Annual Budget for the 2020/2021
financial year.

LEGISLATIVE BACKGROUND

Section 16 of the MFMA requires (1) the Council of a municipality fo approve an annual budget for
each financial year before the start of that financial year.

(2) In order for a municipality to comply with subsection (1), the mayor of the municipality
must table the annual budget at a Council meeting at least 90 days before the start of the
budget vear.

Section 17 of the MFMA gives guidance on the content of an annual budget and prescribes that a
municipal budget must

Set out realistically anticipated revenue projections for the year from each revenue source;

Appropriating expenditure for the budget year under the different votes of the municipality;

Set out indicative revenue per revenue source and projected expenditure per vote for the
two financial years following the budget year

The proposed cost to the municipality for the budget year of the salary, benefits and
allowances

Section 18 of the MFMA further gives guidance on the funding sources for municipal expenditure
and may only be funded from

» realistically anticipated revenues to be collected

o cash backed accumulated surplus funds from previous years’ surpluses not committed for
other purposes

« borrowed funds but only for capital budget

Municipal Budget Circulars for the 2020/2021 MTREF : MFMA Circular 93,94,98,99
DISCUSSION

Budget Circular 93 clearly outlines that, the economic situation has not improved since the
previous financial year. Therefore, municipalities are reminded as it was communicated in MFMA
Circular No. 89 that weak economic growth has put stress on consumers’ ability to pay for
services, while transfers from national government are growing more slowly than in the past.
Some municipalities have managed these challenges well, but others have fallen into financial
distress and face liquidity problems. The Circular further requires all municipalities to consider the
following when preparing the draft budget:

* Improving the effectiveness of revenue management processes and procedures; and

« Pay special attention to cost containment measures, amongst other things, controlling
unnecessary spending on nice-to-have items and non-essential activities.
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* Municipalities must ensure that expenditure is limited to the maximum revenue collected
and not spend on money that they do not have.

Budget Circular 93 states that municipalities are now required to justify all increases in excess of
the 6 per cent projected inflation target in their budget narratives and pay careful attention fo the
differential incidence of tariff increases across all consumer groups.

Maximising the revenue generation of the municipal revenue base

Municipalities must comply with Section 18 of the MFMA and ensure that they fund their
2020/2021 MTREF budgets from realistically anticipated revenues to be collected. Subsequently,
municipalities are cautioned against assuming collection rates that are unrealistic and unattainable
as this has been identified as a fundamental reason for municipalities in financial distress.

In cases where municipalities have tabled an unfunded budget, they will be required to correct the
budget fo ensure that a funded budget is adopted and implemented

Given the scarce financial resources and intention of having a funded budget for the 2020/2021
financial year, the BTO had to take its tune from these stipulations and base its revenue budget
only on realistically anticipated revenue sources and as at the current moment the unlimited
expenditure budget far exceeds the available income budget.

The Total realistically anticipated Operating Revenue budget forecasted amounts to

R 52.061million excluding transfers recognised. This amount is slightly lower when compared with
the 2019/2020 Adjusted budget currently been implemented that amounted to R 52.643 million .

Grants

Qperating Grant Income is R148.749 million which constitutes 74% of the total operating revenue
budget whilst own revenue constitutes only 26% of the final budget.

QOwn Revenue

The Municipality has budgeted all its revenue based on realistically anticipated estimates keeping
the requirements of Circular 93 in mind.

EXPENDITURE

An exercise to cut the total expenditure budget in line with the revenue budget has been
undertaken and is currently estimated at R 198.910 million resulting in an operating surplus before
capital transfers of R 1.800 million.

Employee related costs including Councillor allowances now represent 55% of Total expenditure
for 2020i2021, it further goes up to 81% in 2021/22 and to 62% in 202122 which is above NT
maximum threshold of 40%. An increase of 10% has been provided for Remuneration of
Councillors,

General expenditure: An approach to either cut expenditure or keep it in line with prior year
budget has been taken, however no further cuts could be made without crippling the municipalities
ability to operate and being able to deliver services to the community.

Below is a Summary of the 2020/2021 Draft Budget as contained in A1 of the Budget.
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EC136 Emalahteni (Ec) - Table A1 Budget Summary

Description 201647 2017118 : 2018119 Cumrent Year 2019/20 Emenditinn Fr. e
R thousands Aadited Audited ¢ Audited Grigina 1 Adjusted Fult Year Pre-sudit | BudgetYear | Budget Year | Budgel Year
Quicome Quitcome :  Oulcome Budget |  Budget Forocast outcome 2020i21 1 +12021/22 +2 2022123
Financial Performance : :

Progery ratas - - 4527 a7l 6554 5564 - g 167 9616 10097

Sewvice chages - - 22229 233421 27 943 27 943 - 2% 687 i 27 894 29394

Investment revenue - - 870 1147 ‘ 1443 1443 - 1488 1 561 1639

Translers recognised - operationd - -1 s - - - - 1grael 154102 157 351

Othver own revenue - - i 10914 12568 16703 16 703 - 14719 15 440 16212
Tetal Revenue {excluding capital - - 160 097 40806 ¢ 52643 52643 - 200810 208714 214693
transfers and contributions) i H i

Employee costs - - ' 80 448 96147} 78625 78625 - 93824 94 002 103272

Remuneration of councillers - - ' 13 003 14070 ‘ 13 831 13 831 - 14749 : 16 077 17684

Depreciation & asselimpamant - - E 24223 24 256 E 24 256 24 256 - 19384 § 18 790 19730

Finance charges - - 1586 i m m - 200 204 308

Materids and bulk purchases - - l 11692 18837 E 16 374 16 374 - 18 651 ‘: 17132 17159

Transfers and grants - - 10 946 230 195 195 - - - -

Otner expenditure - - i 88118 23126 30 486 30 466 - 520021 32937 34092
Total Expenditure - - 210014 176,007 | 164 118 164 116 - 1a8 910 179 232 192 246
Surplusi{Deficit) - -1 #9917 (136101)! (111 475) 111 475) -~ 1900 20 482 22 447

Transfers and subsidies - capitaf E E 5

{monstary allocaions) (Naional / 4 t i

Provinctal and District) - - 42557 31848 3848 31848 - Mesal 35 684 355664

‘fransfers and subsidies - capital : ; i

{monetary aliotafons) (Nafonad / s

Pravincia Dapanments Agencles, ‘

Hi halds. Nostprofit b ' i '

Private Enterprises. Public : :

Comporatons, Hgher Educafonal H H H

Instiuions) & Transfers and subsidies ! !

- capital {in-king - all) - - - - - - - - - -
Surplus/(Deficit) after capital transfers - - . (7 380) {194 253}E (79 627} {79 627}, - 338531 65 046 58011
& contributions i ‘ E

Share of suplus/ (deficit of associate - - - - - - - ‘ - -
Surplusi{Deficit} for the year - - E {7 360} {ra 627) {79 627} - 33583 % 65 046 58011
Capital expenditure & funds sources E E
Capital expenditure - - 43 940 34 B08 34808 - : 35 564 18361

Transfers recognised - ozitd - . 39750 3273 32728 - 31653 34174 17710

Bomowing - - )E 167 - - - - i - -

Itenally ganaretad hinds - - 3764 2070 2070 - 1900} 13%0 651
[Tol sources of eapital funds - - E 4371 34 808 34 808 - 33553 E 35 564 18 361
Finzncial position E E

Total cument assels - - 44 664 11 883 11 883 - 45383 ‘ 85628 85628

Total non cusrent assels - - 441 872 452 211 452211 - 459387 488 433 451238

Total cument liabilities - - 47 532 42 880 42 850 = 40 249 E 40 249 40 249

Tota! non current liabilijes - - : 13726 17 751 17 751 - 17751 17751 17 751

Comimunity wealh/Equily -~ - { - : [¢] 0 - 1] . 1] 0
Cash flows : ,

Net cash fom {used} operatng - - E (164 185) M T16 | 60198 60 198 - 35 676 i 87 717 55 897

Net cash from {used) investing - - - - E 22000 22 D00 - - - - B

Net cash from (used) financing - -1 - - " - - - E - -
Cashlcash equivalents at the year end - - f {164 185) 34716 82 158 82 198 - 35 576 103 294 159191
Cash backing/surplus reconciliation E i i

Cash and Invastment avallable - - 4145 883 : 3527 3527 - 38169 = 58 328 58338

Application of cash and investments - - : 25525 10 925% 10010 10010 - 10 978% 10575 10850
Balancs - surplus (shortfall) - - (21389 773! {6 483) (6 493) - a7 102 | 47 763 47488
Asset management ' :

Asselregister summary (WOV) - - g 441 872 4BS 476 ‘ 451 222 451 222 451 222 459 387 - 488 438 451236

Depraciation - - ': 24 223 24256 24 256 24 255 24 256 19 384 . 18 790 19730

Renewa and Upgrading of Exisfing As| - - . 22283 22602 : 23851 23951 23 851 31153 E 34174 17710

Repais and Maintsranca - - 3431 5507 4081 4081 4 061 2920 356 3739
Free services , § ‘

Cost of Frae Basic Services provided - - 16t 4900 4900 4900 5330 53901 5654 5837

Revenue coslof ree senvices provids; - - j 2 10501 1780 1780 1958 1958 2054 2156

Households belowminimum service level ; ' ‘

Waler: - - : - - ‘ - - - - - -

Sanitation/sewerage: - - . - - - - - - - -

Enegy: - - E - - E - - - - : - -

Reluse: - - E - - E - - - - ‘E - -
i H i
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Capital expenditure budget

The Capital expenditure budget is currently at R 33.553million. The MIG budget allocated is R
31.653 million and the difference of R1.900 million is for the R55 000 for grass-cutters and

R55 000 for community services ,R190 0000 for computers , R1 400 000 for motor vehicles and
R200 000 for insurance pay-outs for insured assets .

Funded status of the Budget and new budget requests.

The budget is currently a funded budget with a small anticipated cash surplus amount of R 1.900
million left at year end as contained in Table A8.

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

3 jum T & Exgenditre |
Descripon Rf  2M6MT | 2MTME | 20 Curent Year 2019120 RO N TR R
3 Framevork
Rihousend Mudited | Audited | Audited Adjusted Full Year Preaudit | BudgetYear {BudgetYear+1 Budget Year+2

Original Budget

Ouicome + Outcome | Ouicome Budget Forecast outcome 2020 02 2022123

|Cash and investments available

| Cashicash equivdents & be year end 1 - - ‘ (164 189) ®716 82198 8 1% - %576 10324 169 191

Otver curent imvesimens > %0 days - - 158 3% 53605 7RETY)  (B67) 2 2158 (%) (0w
| Noncurrent asses - Invesiments f = 2 - - il . " -
Cash and investments available: - - 4145 88 321 3507 350 - 38168 58338 58 338
Application of cash and investments !

Unspent conditional transfers -1 - - 1 788 T8 - 0 0 0

Unspent borrowing S = - = - - - - -

Stalutory requirements 2 :

Other working capial requirements 3 - - 5586 10924 Lp2l 91 - 097 10575 1080

Qther provisions

Long term investments commited 4 - - - - - - - - - -

Reserves to be backed by cashiinvesiments 5 i ‘
Total Application of cash and investments: | - - 25525 10925 10010 10010 - 10978 10575 10850
Surplus(shortall) = = 1 34) 1138 (6483 (5489 - 719 76 4

FACTORS THAT WERE CONSIDERED IN FINALISING PREPARATION OF ANNUAL BUDGET

e Any applications or confirmation of funding/grants to be received by directorates to be
considered in the annual budget.

¢ All Provincial and District allocations recognised in the Draft Budget are to be supported by
allocation letters before final Budget is tabled or they will be removed from the Budget.

1.2 Council Resolutions

The Council approves and takes the following resolutions for the final annual budget
(MTREF) of 2020/21 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 draft annual budget of the municipality for the financial year 2020/2021 and the
multi-year and single-year capital appropriations as set out in the following tables:
1.1.1. Budget Summary reflected in Table A1
1.1.2. Budgeted Financial Performance (revenue and expenditure by standard
classification) reflected in Table A2;
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1.1.3. Budgeted Financial Performance (revenue and expenditure by municipal

vote) reflected in Table A3;

1.1.4. Budgeted Financial Performance (Revenue and Expenditure) reflected in

Table A4;

1.1.5. Multi-year and single-year capital appropriations by municipal vote and
standard classification and associated funding by source reflected in Table A5
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 targets are approved as set out in the

following tables attached in the budget documentation:
1.2.1. Budgeted Financial Position reflected in Table AG;
1.2.2. Budgeted Cash Flows reflected in Table A7,

1.2.3. Cash backed reserves and accumulated surplus reconciliation reflected in

table A8;
1.2.4. Asset management in Table A9; and

1.2.5. Basic service delivery measurement reflected 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 2021:

PROPOSED TARIFF STRUCTURE FOR 2020/2021 FINANCIAL YEAR

CPI

5,40%

19/20 20/21

IRatios Excl Vat | Excl Vat | Incl VAT
ASSESSMENT RATES 10%
|Residential 1,00 0,0072 0,0079
Undeveloped land/Vacant land 1,00 0,0072 0,0079
Business 1,50 0,0107 0,0118
Government 1,50 0,0107 0,0118
Agriculture/Farms 0,25 0,0018 0,0020
|Public Service Infrastructure 0,00 0,0000 0,0000
|Public Benefit Organisation 0,25 0,0018 0,0020
Munipal properties 0,0000 0,0000
Insufficient data 0,0000 0,0000
Indigent subsidy will be based on market value of R 80 000 for property rates
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Indigents Prepaid

Block 1-0-50Kwh 1,09 1,20
Block 2 - 51 - 350 Kwh 1,38 1,51
Block 3 - 351 - 600 Kwh 1,82 2,00
Block 4 - > 600 Kwh 2,15 2,36
Domestic Conventional & Prepaids - Single Phase
Block 1 - 0-50Kwh 1,09 1,20
Block 2 - 51 - 350 Kwh 1,38 1,51
Block 3 - 351 - 600 Kwh 1,87 2,06
Block 4 - > 600 Kwh 2,20 2,42
Domestic Conventional & Prepaids - Three Phase
Block 1 - 0-50Kwh 1,45 1;59
Block 2 -51 - 350 Kwh 1,58 1,74
Block 3 - 351 - 600 Kwh 1,92 2,11
Block 4 - > 600 Kwh 2,20 2,42

SMALL < 3 500 Kwh

CONVENTIONAL SINGLE PHASE

Basic Charge /month 460,88 506,97
Energy charge: kWh 1,77 1,94
CONVENTIONAL THREE PHASE

Basic Charge /month 904,31 994,74
Energy charge: kWh 1,69 1,86
Prepaid - Single phase 2,27 2,49
Prepaid - Three phase 2,30 2,53
LARGE > 3 500 Kwh

Basic Charge /month 909,74 1000,71
Energy charge: kWh 1,00 1,10
Demand: R/kVA 236,43 260,08

2.1. These electricity tariffs are subject to approval by NERSA.

2.2. The other service charges have been set at rates that are cost reflective and were
benchmarked with municipalities of the same size.

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
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2020 the tariffs for other services, as set out in the attached budget

HOUSE HOLDS

IMPORT TARIFF

Network and service charge 135,68 149,25

Energy charge: kWh 1,09 1,19

EXPORT TARIFF

Export tariff 0,79 0,87

COMMERCIAL

SMALL - SINGLE PHASE

IMPORT TARIFF

Network and service charge 587,96 646,76
Energy charge: kWh 1,76 1,94
EXPORT TARIFF 0,00 0,00
Export tariff 0,79 0,87

SMALL - THRE PHASE

IMPORT TARIFF

|Network and service charge 10,61 11,67
Energy charge: kWh 1,70 1,87
EXPORT TARIFF 0,00 0,00
Export tariff 0,79 0,87

LARGE BUSINESS

IMPORT TARIFF

Network and service charge 1 008,58 1109,44
\Monthly demand charge: kVa 236,32 259,95
Energy charge: kWh 1,00 1,09
EXPORT TARIFF

Export tariff 0,79 0,83
Domestic consumers (once per week) 120,57 132,63
Commercial consumers { once per week) 258,05 283,85
Commercial consumers { two times per week) 565,60 622,16
Government consumers { once per week ) 1 147,55 1262,30
Indigents 120,00 132,00
|Subsidy - 100% 120,00 132,00
Effective charge 0,00 0,00
Special refuse collection 350,00 369,25
Special refuse collection - Government and Commercial 400,00 422,00
Collection of garden refuse 350,00 369,25
|Clearing of Vacant Plots 597,00 629,83
Tree felling - inside yard per tree 3 630,00 3 829,65
Tree Pruning - Inside Yard (per tree) 1915,00 202033
Building rubble - per load 372,00 392,46
Disposal of General Waste at Landfill Site 338,00 356,59
Disposal of Condemned Waste (per m?) plus special collection fee/Disposal fee 202,00 213,11
Grass Cutting - inside the yard - Residential 620,00 654,10

Grass Cutting - inside the yard - Governament and Commercial 916,00 966,38
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CATEGORY 1: ENTERTAINMENT

Town Halls* 637,00 668,21
Village Halls* 160,00 167,84
Library Halls* 160,00 167,84
Kitchen {Dodrecht)* 175,00 183,58

CATEGORY 2: NON PROFIT PURPOSES

Town Halls* 560,00 587,44
Village Halls* 141,00 147,91
Library Halls* 141,00 147,91
Kitchen (Dodrecht)* 175,00 183,58
=

|CATEGORY 3: MEETINGS & FUNERALS & PRIZE GIVINGS & SCHOOL EVENTS

Town Halls* 402,00 421,70
Village Halls* 100,00 104,90
Library Halls* 100,00 104,50
Kitchen {Dodrecht)* 175,00 183,58

1. A refundable fee is R 555.00 for Town halls if not damages to property.
2. A refundable fee is R 245.00 for Village halls if no damage to property.
* Sundays & Public Holidays - 2 x daily rate

RATES OF MILEAGE
For all animals going to the pound whether one or more per Km or portion of Km 18,63 19,54
For animals transported by vehicle - per km or portion of a km 23,26 24,40

TRESPASSING FEES

Horses, Cattle, Ostriches, Donkeys and Pigs p/head 186,24 195,37
Sheep and Goats p/head 139,69 146,54
POUND FEES

Horses, Cattle, Ostriches, Donkeys and Pigs p/head 139,69 146,54/
Sheep and Goats p/head 108,56 113,88

SUSTENANCE FEES
Horses, Cattle, Ostriches, Donkeys and Pigs p/head 217,28 227,93
Sheep and Goats p/head 139,69 146,54

FEES FOR ANIMALS
- to be seperately herded:

For every stallion, horse, mule or bull p/day 186,24 195,37
For every boar, ram, goat or other seperated animals p/day 155,20 162,81
COMMONAGE FEE

Per animal head p/month 23,64 24,80

HERDING FEES
Per animal head p/month 84,00 88,12,

CALL OUTS

18:00 to 06:00 and over weekends per call out to impound animals (payable by the owner of the
animal) 869,10

INDWE ~Site only ' 139,00  14521]

- Digging 637,00 668,21
DODRECHT - Site only 139,00 145,81
- Digging 637,00 668,21

LADY FRERE - Site only 147,00 154,20
Exhumation 1 306,20 1370,20
Wall of Remembrance 465,30 488,10
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| ACCOMODATION: INDWE RESORT

Rondavels - Chalets per day 327,00 345,00
Igloo per day 139,00 147,00
Entrance fee per day 40,00 42,00

Refundable fee per day 205,00

Stadium per day - Sports Activities 490,28 514,31
Stadium per day - Non-Sports Activities 980,56 1028,61
Holding Deposits 151287 1587,00
Flood Lights per hour 83,35 87,43

onth OR
House Tenants (Residential purposes)

NGOQ's, Service providers and Companies
Government Departments

Rental tariffs to be provided per
property per year as per agreement

Calculated per square meter (less than 60 m?) 554,93 582,12
Residential Dwellings 9,43 9,90
Qut buildings (Residential) 11,65 12,22
Residential alterations 8,32 8,73
Flats 43,84 45,99
Commercial dwellings (Shops) 33,63 35,28
Commercial dwellings (Taverns) 56,37 59,13
Offices 33,63 35,28
Churches 20,17 21,15
Carports 30,03 31,50
Mobile Network Stations { Rate per number ) 6632,72| 695773
Septic tanks (rate per m?3) 28,30 29,69
Erection of Hoardings (rate per meter ) 11,65 12,22
Building inspection fee (Complete inspection) 443,94 465,70
Property Rates Clearance Certificate 116,54| 122,35
Encroachment fees: per m? Residential 389,86 408,97
Encroachment fees: per m? Business 467,83 490,75

PHOTOCOPIES AND FAXES

Photocopies

Ad(per sheet) 1,96 2,05
A3(per sheet) 2,94, 3,09
Faxes

Local 8,18 8,58
National 10,92 11,46
International 10,92 11,46
Tender Documents 163,53 171,54

Note : that Tender documents will depend on the number of pages.
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LIVESTOCK BRANDING
Cattle 8,70 8,20
Sheep 5,00 5,30
PLANT HIRE
TIPPER TRUCK 686,40 724,00
GRADER 122571 1 293,00
BACKACTOR 490,28 517,00
SMOOTH DRUM ROLLER 686,40 724,00
WATERCART 719,09 759,00
|NOTES
|1. The plant rates are hourly rates.
ISAND PER LOAD
Bakkie 251,90 264,25
4 ton truck 1 148,69 1 204,98
6 ton truck 1723,04 1807,47
8 ton truck 2 297,38 2 409,95
Patrol vehicle per Hour 15,00 15,74
[Traffic Officer per hour (Mondays to Thursdays) 135,00 141,62 |
Traffic Officer per hour (Sundays and Public Holidays) 160,00 167,84
Business licenses - Hawkers 45,00 47,21
Small Commercials 1867,35 1 958,85
Large Commercial 3 734,70 2917,70
Apllication fee for businesses 158,25 166,00
Duplicate business license issue 126,60
Il o e i
Free standing Signage
Sign boards: small size 1 007,75 1057,13
Sign boards: medium size 1 701,64 1 785,02
Tower: Small size (Not exceeding 80 m?) 2 016,39 2115,20
Tower: Large size (Exceeding 80 m?) 2 421,27 2 539,91
A E LAND USE APPLICATIONS i
CATEGORY 1 - LAND DEVELOPMENT APPLICATIONS
Amendment of an application
Same as Same as
tariff of tariff of
- Ifal d d by the M ici i
already approved by the Municipality e iy
application |application
10% of 10% of
tariff of tariff of
-If t d by the M ici i
not approve Y e unicipality A HEW
application |application
Phasing / cancellation of approved layout plan 1474,22 1 555,31
Rezoning:
(a) Advertising fees Z 585,68 2 712,37
(b) Erven O — 2500m * 925,44 970,79
(c) Erven O — 2500m * 1 850,88 1 941,57
(d) Erven 5001 — 10 000m? 7 762,58 2142,95
(e) Erven 1h —5Sh 10 348,25 10 855,32
(f) Erven 1h — Sh 12935,78| 13 569,63
Removal, amendment, suspension of a restrictive or cbsolete condition, servitude or reservation
against the title deed 388,68 407,73
Amendment or cancellation of a general plan of a township 1624,14 1 703,73
Subdivision of land:
(a) Basic Fee 740,35 776,63
(b) Change per subdivision (Remainder considered a subdivision) 46,27 48,54
(c) Subdivisions into more than 80 erven (Township Establishment) 11 705,87 12 279,46
Permanent closure of a public place - per closure 491,41 515,49
Development on communal land 1936,02 2 030,88
CATEGORY 2 - LAND USE APPLICATIONS
Subdi ion of land provided for in land use scheme or town planning scheme 482,15 505,78
Subdivision of land 482,15 505,78
Consent use 925,44 970,79
The removal, amendment or suspension of a restrictive title condition relating to the density of
residential development 573,77 601,89
Departures:
(a)Advertising fee for departures 2538,48 2662,86
(b) Erven smaller than S00mM? 240,61 252,40
(c) Erven 500 — 750m?* o 455,32 477,63 e
(a) Erven larger than 750m?2 225,44 970,79
Occasional use: other rights 712,59 747,50
Material amendments to original application prior to approval / refusal
MISCELLANEOUS FEES
Extension of validity period of approval 740,35 776,63
Certificates:
(a2) Zoning certificate - per certificate 92,54 97,08
{b) Any other certificate - per certificate 92,54 97,08
Public hearing and inspection 3 221,45 3 373,20
Reason for decision of municipal planning tribunal, land development officer or appeal authority 117438 1 221,93
Re-issuing of any notice of approval of any application 237,84 249,49
Deed search and copy of the title deed 150,85 158,24
Public notice:
(a) Public notice and advertisements in the legal section of the paper 1474,22 1 546,46
(b) Public notice and advertisements in the body of the paper 2 654,16 2 784,21
Way leave application (application to determine where the Council’s services are located or a
specific area where new services are to be installed) 2321,93 2 435,70
Any other application not provided for elsewhere in this schedule of fees 3 221,45 3 379,30
COPIES
Spatial Development Framework:
(a) Hard copy - per region 161,00 168,89
(b} In electronic format - per region 75,90 79,62
Copy of land Use Scheme or town Planning scheme (Scheme Book) 371,00 389,18
Scheme Regulations - per set 617,27 647,51
Search fees - per erf 25,00 26,23
Diagrammes - per diagramme 25,00 26,23
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4. Council resolves that the budget related policies reflected and listed below are approved
for the budget year 2020/2021 ;

Property Rates policy

Budget Policy

Tariff policy

Indigence Palicy

Credit control and Debt collection

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

Debt and Borrowing policy

Fleet Management policy

Virements policy

Petty Cash Policy

Supply Chain Management policy

® & & & & & & o * b &

5. 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.

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, economically 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 pricrities were reviewed as part of this year's
planning and budget process. In addition, the municipality during March 2020 proactively embarked
on a strategic long-term financial sustainability exercise in order to ensure that this budget, as well
as future budgets, is compiled fo 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;

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

Risk management;

Improved planning and beyond 5 years;

High crime rate;

Service delivery backiogs;

Improved maintenance programs;

Local economic development facilitation;

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

Tourism initiatives; and

Improved public participation.

® & & & & & * 5 & & & »

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 2020/2021 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. Furthermare, 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 municipality, 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. 71, 82, 93, 94, 98 and 99 as well as the Strategic
Workshops and IDP consultation processes, were mainly used to guide the compilation of the
2020/2021 MTREF. Some of the key challenges faced by the municipality when compiling the
budget were:

, The angoing 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 inflation, 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 not in a healthy financial position, it therefore needs to at least stabilise and
further strive 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 proiects.

The following budget principles and guidelines directly informed the compilation of the 2020/2021

MTREF:

. The 2019/2020 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 2020/2021 draft budget;
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. 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 fo 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
2020/2021 Medium-term Revenue and Expenditure Framework:

Total operating revenue has decreased by 1.18% for the 2020/2021 financial year when compared
to the 2019/2020 Adjustments Budget. For the two outer years, operational revenue will increase
by 4.71 and 5.19 percent respectively for the outer years. The main reason for the fluctuation in
revenue is the decrease or increase in operational transfers.

Total operating expenditure for the 2020/2021 financial year has been appropriated at R198.910
milfion and translates into a budgeted surplus of R1.900 miliion before capital transfers.

The capital budget of R 33.553 million for 2020/2021 shows a decrease of R1.255 million when
compared to the 2019/2020 Adjustment Budget. This is due to the decrease in the MIG allocation
for 2020/2021and then in 2021/22 increases to R34.174 million in 2021/2022 .

The municipality has kept internally funded capital projects at a minimum, R1.900 million for
2020/2021 financial year, R1,390 million and R651 000 for the outer years as it currently has fimited
internal funds available for the financing of capital projects. 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 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 used 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);
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. increase ability to exiend 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 4.9%
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 beyond the control of the municipality

hampers this goal.

The following table is a summary of the 2020/2021 MTREF (classified by main revenue source):

EC136 Emalahleni {Ec) - Table AT Budget Summary

Desception 6T 205G 20l Cument Year 2019120 20201 edum T Revenued Expendture
ramework
R thousands Auited Audited Audited Origing Adjusted Full Year Preaudit | Budget Year [Budget Year +1:Budget Year +2
Qutcome Oufcome OQuicome Budget Budget Forecast outcome 0 02122 208023
Financial Performance 0
Property réss - - 457 3749 6 554 6554 55 9167 9616 0057
Service chames - - 2 23342 788 2793 57 26687 27954 23
hvestment revenve - - 0] 147 1443 1443 - 1488 1551 1539
Transers recogrésed - aperdional - ~ 121 55 - - - - 145749 154 102 157 351
Ofhar own revenue ~ - 101 12568 16 703 16703 - 14719 15 440 h22
Total Revenus (axcuding capits ransiers and - - 160 047 408% 52643 52643 152 20810 08714 214693
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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EC136 Emalahleni (Ec) - Table A4 Budgeted Financial Performance (revenue and expenditure)

Description Ref | 201617 21718 201819 Current Year 2019120 i e gl i vl
R thousand 1 Audited Audited Audited Original Adjusted Full Year Pre-audit Budget Year | Budget Year | Budget Year
Outcome Qutcome Outcome Budget Budget Forecast outcome 2020/21 +1.2021/22 +2 2022123
Revenue By Source
Properly rates 2 - - 4527 3749 6554 6554 - g 167 9616 10 097
Service charges - electricity revenue | 2 - - 14097 16 355 19093 19093 - 18 391 19 203 20 257
Sevice charges - refuse revenue 2 - - §133 6 987 8850 8850 - 8295 8702 9137
Rental of faciliies and equipment - - 894 1468 1468 1468 - 949 995 1045
Interest eamed - external investments - - 870 1147 1443 1443 - 1488 1 561 1639
Interest eamed - outstanding debtors - - 5284 6127 6889 6889 - 6032 6327 6 644
Fines, penalties and forfeits - - 9 116 399 399 - 202 21 222
Licences and permits - - 1745 1514 2 082 2062 - 4426 4646 4878
Agency services - - 800 1384 1384 1384 - 1457 1528 1604
Transfers and subsidies - - 121 556 - - - 148 749 154102 157 351
Other revenue 2 - - 2703 1960 4501 4501 - 1651 1732 1818
Gains = = (521) = = = - - ~
Total Revenue (excluding capital - - 160 097 40 806 52643 52 643 - 200 810 208 714 214 693

transfers and contributions)
Expenditure By Type

Employee related costs 2 - - 80 446 %6 117 78 625 78 625 - 93 824 94 002 103 272
Remuneration of councillors - - 13 003 14 070 13931 13931 - 14749 16 077 17 684
Debt impairment 3 - - 12 044 6 000 6000 6000 - 4000 4196 4 406
Depreciation & asset impairment 2 - - 24223 24 256 24 256 24 256 - 19 384 18790 19730
Finance charges - - 1586 271 27 27 - 280 294 308
Bulk purchases 2 - - 9625 16 070 13 802 13892 - 14 300 15 000 15 000
Other materials 8 - - 2067 2 767 2482 2482 - 4351 2132 2159
Contracted services - - 20 488 17 126 16 466 16 466 - 33 851 19 351 19 971
Transfers and subsidies - - 10 946 230 195 165 - - - .
Other expenditure 4,5 - - 26 036 - - - - 14 170 9390 9715
Losses - - 9550 - 8000 8 000 = - = -
Total Expenditure - - 210014 176 907 164 118 164 118 - 198 910 179 232 192 246
Surplus/(Deficit) - - (49 917) (136 101), (111 475) (111 475) - 1900 29 482 22 447

Transfers and subsidies - capital
(monetary allocations) (Natonal /
Provincia and District) - - 42 557 31848 31848 31848 - 31653 35 564 35 564
Transfers and subsidies - capital
(monetary alocations) (Nafional /
Provincial Departmental Agencies,
Households, Non-profit Institutions,
Private Enterprises, Public
Corporatons, Higher Educational
Institutions) 6 -

Transfers and subsidies - capital (inkind - all - - = - = =

Surplus/{Deficit) after capital fransfers - - (7 360) (104 253) (79 627) (79 627) - 33553 65 046 58 011
& contributions

Taxation = = =
Surplus/(Deficit) after taxation -

- (7 360), (104 253) (79 627) (79 627) - 33553 65046 58 011
Affributeble to minoriies - - - E - = = =

Surplus/(Deficit) attributable to - - (7 360) (104 253) (79 627) (79 627), - 33 553 65 046 58 011
municipality

Share of surplus/ (deficif) of associate! 7 = - s

Surplus/(Deficit) for the year - - (7 360) (104 253); (79 627) (79 627) - 33553 65046 58 011
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 (Net of) revenue foregone arising from discounts and rebates associated

with the tariff policies of the Municipality.
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EC136 Emalahleni (Ec) - Supporting Table SA1 Supportinging detail to 'Budgeted Financial Performance’

: ZoZOrT WSSO TaTT =
i 201617 201718 2018118 Current Year 2019/20 ey i
Description Retf Audited Audited Audited Griginal Adjusted | Full Year Pre-audit Budget Yoar | Budget Year | Budget Year
I Qutcom e Qutcome Outcome Budget Budget Farecast cutcoms 2020121 +1 2021/22 +2 2022123
R thousand | |
REVENUE ITEMS: } | |
Property rates | j
Total Property Rawos 1 4 528 4 799 8334 8334 11126° 11 670 12 254
lass Revenue Foregone (exemptions, |
reductions and rebates and imparmissable f
values in excess of section 17 of MPRA) | = = z 1050 1780 = 19058 | 2 054 Z 156
Net Property Rates | - — 4 527 3 749 & 554 - 9167 | o e1e 10 097
Service charges - slectricity revenue |
Total Service charges - electicity revenue 15797 19 255 21993 21581] 22 638 23771
lass Revenue Foragone (in excess of 50 kwh i
or indig ent household per month) | 1
| | i
less Cost of Free Basis Services (50 kwh per | i
dndiciist hiousahold pe wick o s 1700 | ot . 2900 | 2900 ) c 3380 M| 3514
Net Service charges - slectricity revenus [ = - 14 097 16 355 19 093 ‘ 19 093 - 18 391 ; 18 283 20 257
Service charges . water revenue i ‘
Total Service charges - war revenus | i
i | |
less Revenue Foregone (in excess of 6 | |
per per month) | i |
fess Cost of Free Basis Services (6 kilolitres
Pper indigent housahold per month) - - - - - - - - =
Met Service charges - water revenue o i £ = = — — — = =
Service charges - sanitstion revenue i
Total Service charges - sanitation revenue i
less Revenus Foregone (in excess of free
service to
leas Cost of Frea Basis Services (free i
service to i - - - - - e - e -
Net Service charges . sanitation revenue ; 1} — - — - - - - - - -
Service charges - refuse revenus {
Total refuse removal reve nue | | - - 6623 8 o7 10 850 10 850 - 10 495 11010 11 560
Total landfill revenus | - = = = il 2 = = = =
| |
less Revenue Foregona (in excess of one | i i
removal a week to indigent housaholds) | ! Z = e 22 = = = - B —
I |
less Cost of Free Basis Services (removed
Gnce a week to indigent househalds) o o 1 500 2 000 2 000 2 308 2 423
Net Service charges - refuse revenue = - 8133 & 987 i 8 850 - 8295 ‘ &8 702 8 137
| Other Revenue by source ]
Fuel Levy = = = = = = & o = =
Other Revanue = = 2703 1 960 4501 4501 . 1861 1732 1818
Total ‘Other’ Revenue - - 2703 | 1 960 4501 | 4 501 - 1651 1732 1818
EXPENOITURE ITEMS:
Employes related costs H
Basic Solaies and Wages - - 60 900 67 B78 &7 014 | 67 014 = 66 235 | 66012 72 521
Pension and UIF Cantibutans - - 5592 9 542 7967 | 7 967 - 0687 ! a 679 10 643
Madical Aid Conributions = = 3 304 2 900 2768 | 2768 - 3526 | 3575 3033
Overtime i - - 1895 1348 1348 - - | - -
Performance Bonus | = = 5 535 3348 | 3348 — 6814 | 7 463 8 177
Moo Vehicle Allowance | - - 4335 2716 ! 2718 = 4 548 3 954 4 350
Celiphone Allowanee e = 880 088 | 2968 - 520 . 487 535
Housing Allowances ! - = 249 168 | 169 = 168 | 171 188
Othor bensfits and allowarces - = 487 400 | 400 - 2418 | 2 859 2925
Payments in lieu of leave - - 273 273 273 - - - -
Long service awards L 436 66 66 - = | ! =
Postretre ment benafit o blig ations [ & 840 108 | 108 - = | = e
sub-total - - 82754 94 637 77 145 77 145 - 93 824 94 002 103 272
Less: Employees costs capitalised to PPE = - 2 308 (1 480). (1 480) = = = -
Total Employee reiated costs - - 80 448 86 117 78 625 | 78 625 - 94 002 103 272
Deprecistion & assetimpairment |
Doprociaton of Property, Plant & Equipment - - 24 108 24 256 24 256 24 256 - 18 780 18 730
Lease amortisaton - - 55 - — - - - -
Capital asset impaiment - = & =l = s A = =
Total Depreciation & asset impairment | = = 24223 24 256 24 256 | 24 256 & 18790 18 730
Bulk purchases I |
Elecvicity Bulk Purchases | - - 8625 16 070 13 802 13 892 - 14300 15 000 15 000
Total bulk purchases | - - 5625 16 070 13 892 13 892 - 14300 15000 15 000
[Transfers and grants |
Cash ranstors and grants | - - 10 933 100 180 180 - -1 - -
Non-cash ransfers and grants 3 i - e 12 130 15 | 15 - - - -
Total transfers and grants | - - 10946 230 195 185 - - - -
e 1 3
Outsourced Services ! - - 10993 5084 3939 3038 = 18954 8641 8970
Consultants and Professional Services 1 | - - 5582 3010 9 861 2861 - 11400 | & 557 6674
Contractors | - - 3514 9 032 2666 | 2 666 - 3407 | 4153 | 4 327
Total contracted services | I - - 20488 17 126 16 4866 | 16 466 - ases1 | 19 351 19 971
| i ; i
Collecton cosis - - - - - - - - - -
Contibutions © ‘other provisions - - = = - - - - - -
Auditles = = 5182 = = - - — | = -
General expenzos - - 20 854 - = ~ = 14 170 | @ 390 a71s
Total ‘Other Expenditure - - 26 038 - - - - 14170 | 8 380 8715
Repairs and Maintenance I
by Expenditure ltem i i
Employee relatod costs - = 6 1813 1492 1492 - - - -
Othor mamriats = = 220 265 2a5 | 245 = 70| 73 76
Conracted Services - - 3 120 3 330 2114 2114 - 2850 3 493 3 663
Other Expenditus | = = 85 180 230 | 230 - - - =
Totasl Repairs and Maintenance Expenditure ] - - 3431 5597 4081 ao081 - 2920 | 3 566 3739
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Tariffs for indigent households are set out below:

Rates free of charge to the value based on market value of his property to the maximum of
1| R80 000

2 | 50 kWh free electricity per month

3 | Free refuse x 4 removal per month

Operating grants and transfers totals R148.749 million in the 2019/20 financial year, increases to
R154.102 million in 2020/21 and R157.351 million in 2022/2023. 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.

Revenue from capital tfransfers as indicated below increases from R31.653 in 2019/2020 to R35.564
million in 2020/2021.

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

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

Vote Description Ref 20161T 2017118 201819 Current Yoar 2019120 O gt o RevEE &
R thousand Audited Audited Audited Original Adjusted Full Year | Budget Year | Budget Year | Budget Year
Qutcome Qutcome Outcome Budget Budget Forecast 2020141 +1 2021122 +2 202223
Revenue by Vote £
Vote 1 - Execuiive and council - - - 7 254 7254 T 254 7254 7 554 7867
Vate 2 - Corporate Services - - (538) 1008 1005 1005 0 k] 0
Vote 3 - Budget end Treasury - - 128 049 131 026 138 529 138 529 143421 151 962 158 805
Vote 4 - PEDTA - - z {1 044} (t 768) {1 768) {1954) (2 049) (2152
Vote 5 - Community Services and Socid Services - - 13 819 16 847 19674 19 674 18871 19 748 20 689
Vote 6 - Infrastructure Davelepment and Human Settement - - 61 322 57 328 60 289 60 288 64 870 67 062 85048
Total Revenue by Yote 2 - - 202 654 #2415 224 982 224 982 232 483 244 278 250 257
Expenditure by Vote fo be appropriated 1
Vota 1- Exacutive and council - - 30345 34 512 30 168 30 168 30 482 29 608 32374
Veote 2- Cotporste Senvices - - 54 792 18825 21 70 21710 2128 22683 24 811
Viote 3 - Budgst and Treasury - - 35331 29383 38 001 38001 31 507 20635 31 690
Vole 4- PEDTA - - 9632 9 600 7 426 7426 7873 905 16897
Vote 5- Communily Setvices and Seocia Services - - 41 348 38 146 31527 3 527 33991 35448 38 501
Voie 6 - Infrastructure Davalopment and Human Setl - - 28 563 66 471 56 473 56 473 67 919 53 656 62 874
Total Expenditure by Vote 2 - - 270014 196 918 185 366 185 366 198 990 179 232 192 246
Surplusi{Deficit) for the year 2 - - {7 360) 15497 39 617 617 33 553 65 046 58 011

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 {0 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 5.4 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.
The percentage increases of Eskom bulk tariffs are far beyond the mentioned inflation target. Given
that these tariff increases are determined by an exiernal 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.
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The Draft Budget is based on the Assumption of an average collection rate at about 42%. We will
also endeavour to collect at least about R 10 million from the arear debtors book to cover for this
low collection rate.

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 maintained at R4 million in
202072021 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
services, whereas the cost drivers of a municipality are informed by items such as the cost of
remuneration, bulk purchases of electricity and water, petrol, diesel, chemicals, cement etc. The
current challenge facing the Municipality is managing the gap between cost drivers and tariffs levied,
as any shortfall must be made up by either operational efficiency gains or service level reductions.
Within this framework the Municipality has undertaken the tariff sefting 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 80 000;

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

The municipality investigates a tariff structure consistent with operational requirements 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
2020/21 financial year based on a general 10 per cent increase from 1 July 2021.

1.4.2 Sale of Electricity and impact of Tariff Increases

Electricity has been increased by an average of 10% 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 10% per cent to offset
the additional bulk purchase cost from 1 July 2021, 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.
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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

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.

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.

1.43 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 sclid waste function
be undertaken, and that this include investigating alternative service delivery models. The cutcomes
of this investigation should be incorporated into the next planning cycle.

Due to this deficit the Municipality did a benchmarking exercise with similar municipalities of the
same size and magnitude and identified all services that were under charged and those that were
over charged and aligned its own tariffs to these tariffs in order to attempt to at least reduce the
loss/deficit currently endured from offering these services.

The following table compares current and proposed amounts payable from 1 July 2021.
Comparison between current waste removal fees and increases

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.

Note that in all instances the overall impact of the tariff increases on household's bills has a net
average effect of about 10%.

1.5 Operating Expenditure Framework

The Municipality’s expenditure framework for the 2020/2021 budget and MTREF is informed by the
following:

. Guidance provided by National Treasury in Circulars 71, 82, 93 ,94,98 and 99
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. Balanced budget constraint (operating expenditure should not exceed operating
Revenue) unless there are existing uncommitted cash-backed reserves to fund any deficit;
Funding of the budget over the medium-term as informed by Section 18 and 19 of the
MFMA;

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

eradication plan;

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

. Limitation on tariff increases.

The following table is a high-level summary of the 2020/2021 budget and MTREF (classified per
main type of operating expenditure):
EC136 Emalahleni (Ec) - Table A4 Budgeted Financial Performance (revenue and expenditure)

Description TRef | 2016117 201718 2018118 Current Year 2018120 o e ]
Ritfisiinand 1 Audited Audited Audited Original Adjusted Full Year Pre-audit Budget Year | Budget Year | Budget Year
Qutcome Quicome Outcome Budget Budget Forecast outcome 2020121 +1.2021/22 +2 2022123
Revenue By Source
Property rates 2 - - 4527 3748 6554 6554 - 9167 9616 10097
Service charges - electricity revenue | 2 - - 14097 16 355 19083 19 093 - 18 391 19 203 20 257
Service charges - refuse revenue 2 - - 8133 6987 8 850 8850 - 8295 §702 9137
Rental of facilies and equipment - - 894 1 468 1468 1468 - 049 995 1045
Interest earned - external investments - - 870 1147 1443 1443 - 1488 1561 1639
Interest earned - outstanding debtors - - 5284 6127 6 889 6889 - 6032 6 327 6 644
Fines, penalties and forfeits - - 9 115 399 399 - 202 21 222
Licences and permits - - 1745 1514 2062 2062 - 4 429 4 646 4 878
Agency services - - 800 1384 1384 1384 - 1457 1528 1604
Transfers and subsidies - - 121 556 = - - - 148 749 154 102 157 351
Cther revenue 2 - - 2703 1960 4501 4501 - 1651 1732 1818
Gains - - (521)) - - - - = - =
Total Revenue (excluding capital = = 160 097 40 806 52 643 52 643 = 200 810 208714 214 693

transfers and contributions)
Expenditure By Type

Employee related costs 2 - - 80 446 96 117 78 625 78 625 - 93 824 94 002 103 272
Remuneration of councillors - - 13 003 14 070 13931 13931 - 14 749 16 077 17 684
Debt impairment 3 - - 12 044 6 000 & 000 6000 - 4000 4196 4 406
Depreciation & assetimpairment 2 - - 24223 24 256 24 256 24 256 = 19384 18790 16730
Finance charges - - 1586 271 271 21 - 280 294 308
Bulk purchases 2 - - 9625 16 070 13 892 13 892 = 14 300 15 000 15000
Other materials 8 - - 2067 2767 2482 2482 - 4351 2132 2159
Contracted services - - 20 488 17126 16 466 16 466 - 33 851 19 351 19971
Transfers and subsidies - - 10 946 230 195 195 - = = =
Other expenditure 45 - - 26036 - - - - 14170 9380 9715
Losses - - 9 550 - 8000 8 000 - - - -
Total Expenditure - - 210 014 176 907 164 118 164 118 - 198910 179 232 192 246
Surplus/(Deficit) - - (49 917) (136 101), (111 475); (111 475) - 1900 29 482 22 447

Transfers and subsidies - capital
(monetary allocafions) (National /
Provincial and Disticf) - - 42 557 31848 31848 31 848 - 31653 35 564 35 564
Transfers and subsidies - capital
(monetary alocations) (National /
Provincial Departmental Agencies,
Households, Non-profit Institutions,
Private Enterprises, Public
Corporatons, Higher Educational
Institutions) 6 -

Transfers and subsidies - capital (in-kind - all - - = = = =

Surplus/(Deficit) after capital transfers - - (7 360) (104 253) (79 627) (79 627) - 33553 65046 58 011
& contributions

Taxation - - = = s e = = = =
Surplus/{Deficit) after taxation - - (7 360) (104 253), (79 627); (79 627) - 33 553 65 046 58 011

Atributable to minorities - - - - - = = = = =
Surplus/(Deficit) attributable to - - (7 360) (104 253) (79 627) (79 627) - 33583 65 046 58 011
municipality

Share of surplus/ (deficit) of associate| 7

Surplus/(Deficit) for the year - - (7 360) (104 253) (79 627) (78 627) - 33 553 65 046 58 011
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The budgeted allocation for employee related costs for the 2020/2021 financial year totals R108.573
million, which equals 55 % of the total operating expenditure. This percentage increases to 62% in
2021/2022. Based on the guidance provided by National Treasury in Circular 93 and 94 and The
Salary and Wage Collective Agreement for the period 01 July 2018 to 30 June 2021 dated 15 August
2018 through the South African Local Government Bargaining Council Circular No. 6 of 2018, salary
increases have been factored into this budget at a percentage increase slightly higher than the
Agreement to include the notch increases of 2.5 % for the 2020/2021 financial year for municipal
officials . Due to some of the mSCOA projects having a labour component and also Repairs and
Maintenance having a labour component, those labour costs also pull to this line item resulting in a
higher percentage increase than it would have been had it only been the direct municipal official
employee related costs.

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

The provision of debt impairment was determined based on an annual collection rate of 60 per cent
and the Debt Write-off Policy of the Municipality. For the 2020/2021 financial year, this amount
equates to R4 million , R4.196 and R4.406 for the outer years. the amount has been conservatively
estimated and there has been no write-offs in the current year, however the economy is on a
downhill owing to high fuel prices and high food prices and is well known that consumers do not
prioritise the paying of their municipal accounts and therefore these economic conditions will most
probably be felt by the municipality and hence the increased provision for doubtful debts. While this
expenditure is a non-cash flow item, it informs 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 R19.384 million for the 2020/2021
financial year and equates to 9.7 per cent of the total operating expenditure. In order to measure it
against other municipalities, if electricity bulk purchases are eliminated, it represents 10.5 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 buik purchases represent 7.2
per cent of expenditure and increases to 8.4 per cent. If depreciation is excluded, the percentage is
7.9 per cent for the budget year.

National Treasury has introduced 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 he addressed in fulure budgets.

Main operational expenditure categories for the 2020/2021 financial year

1.81 Priority given to repairs and maintenance

Aligned to the priority being given to preserving and maintaining the Municipality’s current
infrastructure, the 2020/2021 budget and MTREF provide for extensive growth in the area of asset
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maintenance, as informed by the asset management policy and repairs and maintenance pian of
the Municipality. In terms of the Municipal Budget and Reporting Regulations, operational repairs
and maintenance is not considered a direct expenditure driver but an outcome of certain other
expenditures, such as remuneration, purchases of materials and contracted services. Considering
these cost drivers, National Treasury requires municipalities to adapt their costing systems to reflect
these costs as Repairs and Maintenance.

During the compilation of the 2020/2021 MTREF operational repairs and maintenance was identified
as a strategic imperative owing to the aging of the Municipality’s infrastructure and historic deferred
maintenance. The table below provides a breakdown of the repairs and maintenance in relation to
asset class:
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EC136 Emalahleni (Ec) - Supporting Table SA34c Repairs and maintenance expenditure by asset class

Description

R thousand

Ref
1

2016/17

2017118

2018/19

Current Year 2019/20

ZUZUrZT mearum rerm

anditure Fram.

[:X-3

Audited
Outcome

Audited
Outcome

Audited
Outcome

Original
Budget

Adjusted |
Budget |

Full Year
Forecast

Em
Budget Year
2020/21

Budget Year
+12021/22

ok,
Budget Year

+2 2022/23

Infrastructure

Roads Infrastructure
Roads

Storm water Infrastructure
Storm water Conveyance

Electrical Infrastructure
MV Substations
MV Networks
LV Networks

Water Supply Infrastructure
Dams and Weirs

Sanitation Infrastructure
Pump Station

Solid Waste Infrastructure
Landfill Sites

Rail Infrastructure
Rail Lines

Coastal Infrastructure
Sand Pumps

Data Centres

Community Assets

Community Facilites
Halls
Cemeteries/Crematoria
Parks
Public Open Space

Sport and Recreation Faciliies
Outdoor Facilities

Heritage assets
Monuments
Investment properties
Revenue Generating
Improved Property
Non-revenue Generating
Improved Property
Other assets
Operational Buildings
Municipal Offices
Housing
Staff Housing
Biological or Cultivated Assets
Biclogical or Cultivated Assets
Intangible Assets
Servitudes
Licences and Rights

Computer Equipment
Computer Equipment
Furniture and Office Equipment
Fumiture and Office Equipment
Machinery and Equipment
Machinery and Equipment
Transport Assets
Transport Assels
Land
Land

Computer Software and Applications

Repairs and maintenance expenditure by Asset Class/Sub-class

Information and Communication Infrastructure

Zoo's, Marine and Non-biclogical Animals
Zoo's, Marine and Non-biological Animals

818

2278

440

406

426

528
528

257
55
49

153

1175

200
200
1507
1507
570
92
291
188

440

85
200
155

406

89
155
162

66

426

163
170

67

1312

25
130
193

(137)
(137)

66

41
20

67

42
20

300

300

85

85
85

187
187
825
625

300
300

200

200
200

67
&7
762
762

300
300

345
345
1195
1195

1650
1650
1444
1444

1650
1650
1596
1696

Total Repairs and Maintenance Expendi

3431

4081

2920

3 566

3739

R&EM as a % of PPE
R&M as % Operating E xpenditure

0,0%
0,0%

0,0%
0,0%

0,8%
1,6%

i

0,9%
2,6%

0,0%
0,0%

0,8%
1,8%

0,8%
2,1%
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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 2020/2021 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
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 R7.348 million compromising of R3.190
million for electricity, R1.958 for Property rates and R2.200 million for refuse for the 2020/2021
financial year and increases to R7.708 million in 2021/2022.

EC136 Emalahleni (Ec) - Supporting Table SA1 Supportinging detail to 'Budgeted Financial Performance’
201617 | 2017118 2018119 Current Year 2019/20 Enisaclire Er

ZUZUTZT Mediam Term Revenue & |

Description Ref Audited | Audited Audited Original | Adjusted Full Year | Pre-audit | Budget Year | Budget Year
Qutcome : Qutcome Qutcome Budget | Budget Forecast outcome 202021 +1 2021122
R thousand |

Budget Year
+2 2022123

REVENUE ITEMS:

Property rates 6 |
Total Property Rates ! 4529 4799, 8334 8334 11125 11670

less Revenue Foregone (exemptions, { |

reductions and rebates and impermissable

values in excess of section 17 of MPRA) _ e 2, 1 050 1780 1780 - 1958 2054

12 254

2156

Net Property Rates = - 4 527 3749 | 6554 6554 - 9167 9616
Service charges - electricity revenue & | t
Total Service charges - electricity revenue | 15797 19 2555 21 993 21 993, 21581 22 639
less Revenue Foregone (in excess of 50 kwh | g
per indigent household per month) i
less Cost of Free Basis Services (50 kwh per
indigent household per month) - - 1700 2900} 2900 2900 3190 3346

10 097

23mM

3514

Net Service charges - electricity revenue - - 14 097 16 355 l 19 093 19 093 - 18391 19293
Service charges - water revenue 6 ‘
Total Service charges - water revenue |

less Revenue Foregone (in excess of 6

Kilolitres per indigent h hold per month)
less Cost of Free Basis Services (6 kilolitres
per indigent household per month) = =

20 257

Net Service charges - water revenue =i - - - : - = - - =

Senvice charges - sanitation revenue i
Total Service charges - sanitaion revenue | :

less Revenue Foregone (in excess of free i 3
sanitation service fo indigent households) | i

less Cost of Free Basis Services (free i
i service fo i 4-— + b haldse) 1

Net Service charges - sanitation revenue w | - - - . - - - - -
Senvice charges - refuse revenue 6 § H
Total refuse removal revenue i - - 6623 8 987 , 10 850 10 850 - 10495 11010
Total landfil revenue | i - - =+ & 5 = 2 2
less Revenue Foregone (in excess of one | |
removal a week to indigent households) =4 = = = = = = 4 =
less Cost of Free Basis Services (removed
once a week to indigent households) = = (1 509) 2000 2 000 2000 2 200 2308

Net Service charges - refuse revenue | - - 8133 6987 | 8 850 8850 - 8295 8702
Other Revenue by source | |
Fuel Levy - - = = - - = = =

Other Revenue <3N = = 2703 1960 4501 4501 = 1661 1732

Total 'Other' Revenue 1 | L i - 2703 1960 4501 4 501 - 1651 11732
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1.6 Capital expenditure

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

Vote Description Ref: 2016/17 | 2017118 | 2018119 Current Year 2019/20 Exnenditure me‘w: "
Rihisusarid 1 Audited | Audited | Audited |Original | Adjusted | Full Year|Pre-audit| Budget Year Budget Year Budget Year
Outcome: Outcome Outcome | Budget | Budget | Forecast | outcome | 2020/21 | +12021/22 | +22022/23
Capital expenditure - Vote
Multi-year expenditure fo be appropriated 2

Vote 1 - Executive and council - - 3637 2000 - - - = g

Vote 2 - Corporate Services - - - - - - = - -

Vote 3 - Budget and Treasury Z = 243 - - - - 190 350 100

Vote 4 - PEDTA = S T 7] R R % S = - .

Vote 5 - Community Services and Social Services - - 27540 13708 10174¢ 10174 - 3422 ! 4 875 30

Vote 6 - Infrastructure Development and Human Seflement - - 11715 18490 225331 22533 - 28 341 ! 29729 17 710

Capital multi-year expenditure sub-total 7 - - 44183 | 34198 32707 32707 - 31953 34954 17 840
Single-year expenditure fo be appropriated 2

Vote 1 - Executive and council - - - - - - - - - -

ote 2 - Corporate Services - - - 716 763 763 - 200 210 221

Vote 3 - Budget and Treasury - - - - 1283 1283 - 1400 | 400 | 300

Vote 4 - PEDTA - - - - 3 3 - = 1 - =

Vote 5 - Community Services and Social Services - - . = - = - - - -

Vote 6 - Infrastructure Development and Human Settlement - - - - 24 24 - - - -

Capital single-year expenditure sub-total - - - 716 2101 2101 - 1600 610 521
Total Capital Expenditure - Vote - - i 44183 | 34913 34808 34808 - 33553 35 564 18 361
Capital Expenditure - Functional ;

Governance and administration - - 3637 2716 2046 2046 - 1790 1360 621
Executive and council - - 3637 | 2000 - - - £ =
Finance and administration - - - 716 2046 2046 - 1790 1360 621

Community and public safety - - | 23183| 13358. 9523; 9523 - 2922 4475 30
Community and social services - - 8969| 5294 2351 2351 - 5 - -
Sport and recreation - - 14214| 8064 7173 7173 - 2922 4475 30

Economic and environmental services = - | 11420| 12887 16954 16954 = 17 531 28 829 ? 17710
Planning and development - - - = 24 24 - - - -
Road transport - - 11420| 12887 16930 16930 - 17 531 28829 17710
Environmental protection - - - - - - = - - -

Trading services - - 513| 5953 5953 5953 - 11310 | 900 -
Energy sources = — 295 = | = = = 5000 900 =
Waste waler management o = - | se03! 56031 5603 & 5610 = =
Waste management = = 219 350 350 350 - 500 - -

Other - - 5187 0 332 332 - & - -

Total Capital Expenditure Functional 3 43040 | 34913 34808 34808 - 33 553 35 564 | 18 361
Funded by: 7

National Govemment - - 33790 31848! 323831 32388 - 31653 34174 17 710

Provincial Govemment - - - 350 350 350 - = =

District Municipality - = - - - = = - - -

Transfers and subsidies - capital (monetary allocations) !

(National / Provincial Departmental Agencies,

Households, Non-profit Institutions, Private Enterprises,

Public Corporatons, Higher Educational Insfitutions) - = & = a At = ka 28 >
Transfers recognised - capital 4 - - 39790 | 32198: 32738 32738 - 31653 34 174 17 710
Borrowing 6 - - 167 - - - - - - -
Internally generated funds - - 3764| 276 2070 2070 - 1900 1390 651

Total Capital Funding 71 - - 43721 34913 34808 34808 - 33553 35 564 18 361

The following tables 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 Ref

201617

2017/18

2018/19

Current Year 2019/20

ZUZUTZT WISaTrm Term Revenue &
Fxnenditure Fr rk

R thousand o1

Audited
Outcome

Audited
Qutcome

Audited
Outcome

Original
Budget

Adjusted |

Budget |

Full Year
Forecast

Budget Year Budget Year
2020/21 +1 2021/22

Budget Year
+2 2022/23

Infrastructure

Capital expenditure on new assets by Asset Class/Sub-class
|

3662

1729

3 504

3 504

500 —

Roads Infrastructure
Roads
Storm water Infrastructure
Drainage Collection
Electrical Infrastructure
Power Plants
Capital Spares
Water Supply Infrastructure
Dams and Weirs
Sanitation Infrastructure
Pump Station
Solid Waste Infrastructure
Landfill Sites i
Rail Infrastructure

Rail Lines

Coastal Infrastructure
Sand Pumps |

|
{
|
!

Information and Communication Infrastructure
Data Centres
Community Assets

3367
3367

295

295

13 263

1729
1729

7 867

3504
3504

5252

3504
3604

5252

Community Facilities
Centres
Testing Stations
Cemeteries/Crematoria
Public Open Space

Sport and Recreation Facilies
Indoor Facilities

Heritage assets

Monuments

Investment properties

13263
7 920
5187

156

7 867
3032

2262
2572

5252

332
2320
2 600

5 252

332
2320
2 600

Revenue Generating
Improved Property

Non-revenue Generating
Improved Property

Other assets |

3 637

2 000

- 400

Operational Buildings
Municipal Offices
Stores
Housing
Staff Housing
Biological or Cultivated Assets
Biological or Cultivated Assels
Intangible Assets
Serviludes
Licences and Rights
Water Rights
Computer Equipment
Computer Equipment
Fumiture and Office Equipment
Fumiture and Office Equipment
Machinery and Equipment

Machinery and Equipment
Transport Assets

Transport Assets

Land

Land

Zoo's, Marine and Non-biological Animals
Zoo's, Marine and Non-biological Animals

3637
3637

48
48

1049
1 049

2000
2 000

716
716

24
24
1113
1113

933
933

31
31

24
24
113
13

933
933

31
31

= 1 400

- 400

350
350
210
210

400
400

100
100
221
221

300
300

Total Capital Expenditure on new as.-: q

21658

12 311

10 856

10 856

651
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EC136 Emalahleni (Ec) - Supporting Table SA34b Capital expenditure on the renewal of existing assets by asset class

R thousand

Description Ref

2016/17

2017118

2018/19

Current Year 2019/20

anditure Er

ZUZUTZTWearum Term Revenue &
Exn

Audited

: | Qutcome

Audited

Outcome

Audited
Qutcome

Original
Budget

Adjusted
Budget

Full Year
Forecast

Budget Year
2020/21

Budget Year
+12021/22

Budget Year
+2 2022/123

Infrastructure

Roads Infrastructure
Roads

Storm water Infrastructure
Attenuation

Electrical Infrastructure
LV Networks

Water Supply Infrastructure
Dams and Weirs

Sanitation Infrastructure
Capital Spares

Solid Waste Infrastructure
Waste Processing Facilities

Rail Infrastructure
Rail Lines

Coastal Infrastructure
Sand Pumps

Data Centres
Community Assets
Community Faciliies
Halls
Sport and Recreation Facilites
Qutdoor Facilities
Heritage assets
Monuments
Historic Buildings
Investment properties
Revenue Generating
Improved Property
Non-revenue Generating
Improved Property
Unimproved Property
Other assets
Operational Buildings
Municipal Offices
Housing
Staff Housing
Biological or Cultivated Assets
Biological or Cultvated Assets
Intangible Assets
Servitudes
Licences and Rights
Water Rights
Computer Equipment
Computer Equipment
Furniture and Office Equipment
Fumiture and Ofice Equipment
Machinery and Equipment
Machinery and Equipment
Transport Assets
Transport Assets
Land
Land

Capital expenditure on renewal of existing ass

Information and Communication Infrastructure

Zoo's, Marine and Non-biological Animals
Z00's, Marine and Non-biclogical Animals

ets by Asset Class/Sub-class

17

350

2350

2

350

13 866

24 542

15310

171
171

350
350

2000
2000

350
350

2
2

000
000

8 866
8 866
5 000
5 000

23642
23642

S00
900

15310
15310

Total Capital Expenditure on renewali

1 =

3908

350

2883

2

883

13 866

24 542

15310

Renewal of Existing Assets as % of total cape. 0,0%

Renewal of Existing Assets as % of deprecn” | 0,0%

0,0%
0,0%

8,9%
16,1%

1,0%
1,4%

8,3%
11,9%

8,3%
11,8%

41,3%
71,5%

69,0%

130,6%

834%

77.6%




Emalahleni Municipality

2020/2021 Tabled Annual Budget and MTREF

EC136 Emalahleni (Ec) - Supporting Table SA34c Repairs and maintenance expenditure by asset class

Description

R thousand

Ref

2016/17

{

2017118

2018/19

Current Year 2019/20

ZUZUIZT Weamm rerm Revenue & |

Exn

diture_Ec;

1

Audited
Outcome

Audited
Outcome

Audited
Outcome

Original |

Budget |

Adjusted
Budget

: Full Year
:  Forecast

Budget Year
2020/21

Budget Year
+12021/22

k.
; Budget Year
+2 2022/23

Infrastructure

Roads Infrastructure
Roads

Storm water Infrastructure
Storm water Conveyance

Elecfrical Infrastructure
MV Substations
MV Networks
LV Networks

Water Supply Infrastructure
Capital Spares

Sanitation Infrastructure
Capital Spares

Solid Waste Infrastructure
Capital Spares

Rail Infrastructure
Rail Lines

Coastal Infrastructure

Sand Pumps

Data Centres
Community Assets

Community Facilies

Halls

Cemeteries/Crematoria

Parks

Public Open Space
Sport and Recreation Facilities

Qutdoor Facilities

Heritage assets
Monumenis
Investment properties
Revenue Generating
Improved Property
Non-revenue Generating
Improved Property
Other assets
Operational Buildings
Municipal Offices
Housing
Staff Housing
Biological or Cultivated Assets:
Biclegical or Cultivated Assets
Intangible Assets
Serviludes

Licences and Rights
Computer Equipment :
Computer Equipment E
Furniture and Office Equipment
Furniture and Office Equipment
Machinery and Equipment
Machinery and Equipment
Transport Assets
Transport Assets
Land
Land

Total Repairs and Maintenance

Repairs and maintenance expenditure by Asset Class/Sub-class
[

818

[
|
2613 |
T

2278

i 2278

406

426

Information and Communication Infrastr

i
|
|
|

528
528
34
34
257
55
49
153

1175

536 |
636 |
1517 |
1517 |
480
a3
175
193

974

200

200
1507
1507
570
92
291
188

AT4

15851

163

67

1

312

25
130
193

(137)
(137)

914
514
130
190

60 |

454
359
30
52
13

20

67

42
20

300

: 300

Computer Software and Applications

Zoo's, Marine and Non-biclogical Animé

Zoo's, Marine and Non-biological Animy

1

85

85
85

187
187
625
625

130
130

246
2486
980 |
980 |

5 597

300 :

200

200
200

67 :

&7
762

300
! 300

67
67
762
762

650 | 1

444 1

650

1650
1586

596

3739

R&M as a % of PPE
R&M as % Operating Expenditure

0,0%
0,0%

0,0%
0,0%

1,6%

1.2%
3,2%

1,8%

0.8%
2,1%
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EC136 Emalahleni (Ec) - Supporting Table SA34e Capital expenditure on the upgrading of existing assets by asset class

ZUZUTZT ieara oM Revenue &
Description Ref 2016M7 | 2017118 2018119 Current Year 2019/20 T

R thousand 1 Audited |  Audited Audited Original Adjusted Full Year Budget Year | Budget Year | Budget Year
OQutcome | Outcome Qutcome Budget Budget Forecast 2020121 +1 2021/22 +2 2022/123

Capital expenditure on upgrading of existing assets by Asset Class/Sub-class
f

Infrastructure - - 8 053 16 761 17 029 17 029 _Md4an4 5187 | 2 400
Roads Infrastructure - ‘ - 8053 11158 11425 11425 8664 5187 2400

Roads - = = 1072 988 988 = = =

Road Structures - - 8053 10085 10437 | 10437 8 664 5187 2 400
Storm water Infrastructure - - - 5603 5603 | 5603 5810
Storm water Conveyance - - - 5603 5603 5603 5810 - -
Electrical Infrastructure - - - :

Power Plants - = s =

Water Supply Infrastructure " - - - 'k
Dams and Weirs = = =

Sanitation Infrastructure = = 2

Pump Station - = =
Solid Waste Infrastructure - - -
Landfill Sites = = =
Rail Infrastructure = - =
Rail Lines - - -
Coastal Infrastructure - =
Sand Pumps | — - =
Information and Communication Infrastructure - - . -
Data Centres - = =
Community Assets - - 10 321 5491 4040 4 040 2812 4 445 -
Community Facilies = = = :
Halls = 4 =

Sport and Recreation Facilites - - 10 321 5491 4 040 4 040 2812 4 445 -
Outdoor Facilities - - 10 321 5481 4040 4 040 2812
Heritage assets - - s - - = -

Monuments =

Investment properties - - - = - = - i -
Revenue Generating - & =
Improved Froperty - = = = = = = = =l
Non-revenue Generating - = =
Improved Property - - — - = - s
Other assets = - - - |

Operational Buildings i = =

Municipal Offices - — = =
Housing = = -
Staff Housing = = i
Biological or Cultivated Assets - -

Biological or Cultivated Assets - -
Intangible Assets - -
Servitudes - = =
Licences and Rights - = = =

Water Rights — = = :
Computer Equipment - = = = & = = s i
Computer Equipment = =
Furniture and Office Equipment - - = - = -
Fumiture and Office Equipment - - :
Machinery and Equipment - - B = N = =
Machinery and Equipment - = = =
Transport Assets - - - - - - - = &
Transport Assets = = o
Land
Land = =

Zoo's, Marine and Non-biological Animals - - - =

Zoo's, Marine and Non-biclogical Animals - - = =

Total Capital Expenditure on upgrading; 1 - - 18 374 22252 21 069 21 069 17 287 ¢ 9632 2 400
Upgrading of Existing Assets as % of total cape 0,0% 0,0% 41,8% 63,7% 60,5% 60,5% 51,6% 27.1% 13,1%

0.0% 75,9% 91,7% 86,9% i 86,9% 89,2% 51,3% 12,2%

Upgrading of Existing Assets as % of deprecn” 0,0%
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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 R33.553 million in 2020/2021 and R35.564 million in 2021/2022 and
R18.361 million in 2022/2023. It needs to be noted that as part of the 2020/2021 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 Description Ref 2"“;;“::::;’:;::“ z:;::“e A Forecasts
SR Budget Year | Budget Year = Budget Year | Forecast Forecast Forecast | Present value
2020121 +12021/22 +2 2022123 2023124 2024125 | 2025/26

Capital expenditure 1

Vote 1- Executive and council | - - -

Vote 2 - Corporate Services ' 200 210 221

Vote 3 - Budget and Treasury 1590 | 750 400

Voie 4 - PEDTA . - - -

Vote 5 - Community Services and Social Services 3 3422 4875 30

Vole 6 - Infrastructure Development and Human Setlemen 28 31 28729 3 17710
Total Capital Expenditure 335853 | 35 564 ‘ 18 361 - - - -
Future operational costs by vote 2.

Vote 1 - Executive and council
Total future operational costs | - - - - - - -
Future revenue by source 3

Property rates

Rental of facilifies and equipment
Total future revenue - - - - - - -
Net Financial Implications 33553 | 35 564 18 361 - - | - -

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 2020/2021
budget and MTREF to be approved by the Council. Each table is accompanied by explanatory notes
on the facing page.)
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EC136 Emalahleni {Ec) - Table Al Budget Summary

Description 201617 201718 2018119 Current Year 2019120 A e e
R thousands Audited Audited Audlted Original  : Adjusted Full Year Pre-audit Budget Year | Budget Year | Budget Year
Oulcome Quicome Quicome Budget |  Budget Foracast outcome 2020/21 +1 2621122 +2 3022123

Financial Pefformance E
Praperty r2las - - 4577 EROCY 6554 6554 - 9167 9516 10007
Service charges - - 2222 23342 E 27943 7043 - 28 687 27 9% 293H
Invesiment revenua - - a7c 1147 l 1443 1443 - 1488 1861 1639
Translers recognised - operational - - 121 556 - ' - - - 148 74 154 102 157 3581
Other own revenue - - 10 914 12568 | 16 703 16 703 - 14 719 15 440 16212

Total Revenue {excluding capital - - 160 097 40806 | 52643 52 643 - 200 810 208 714 214 693

transfers and contributions) L
Employee costs - - 80 446 96117} 78625 78625 - 93824 54 002 103272
Remuneration of counciliors - - 13003 14 070 i 13831 1383 - 14 749 16077 17684
Depraciation & assetimpament - - 24 223 24 256 24 256 24 256 - 19 384 18 750 18730
Finance charges - - 1586 271} M 271 - 280 284 308
Materals and bulk purchasas - - 11 682 18 837 § 16371 16 374 - 18 651 17 132 17 158
Transfers and grants - - 10 946 230 ‘ 195 195 - - - -
Ciher expendilre - - 68 118 23125 30 466 30466 - 52022 32937 34 092

Total Expenditure - - 210 014 176 907 ; 164 118 164 118 - 198 910 179232 192 246

Surplusi{Deficit) - - (49 917) {135101)% {111 475) {111 475) - 1900 29482 22 447
Teanslers and subsidies - capital :

(monetary alocations) (Nadonal / ‘

Provincial and Disticl) - - 42 557 31848, 31848 31848 - 31653 355684 35 564

Transfors and subsidies - capital :

{monetary alocations) MNationat / i

Provincial Departmental Agencies, H

Houssholds, Non-profl hsttubans, i

Privals Entemprises, Public i

Corporatons, Higher Educationa i

Instlutons) & Transfers and subsidies :

- capital (in-kind - al) - - - — - - - - - -
Surplus/(Deficit) after capital transfers ~ - {7 360) {104 253); (79 627) {79627) - 33553 65 046 58011
8 contributions i

'
:

Share of surplus/ (daficit) of associae - - - - - - - - - -
SurplusHDaficit) for the year - - (7 360) (104 253)! (75 627} (79 627) - 33553 65 048 58 011
Capital expenditure & funds sources :

Capital expenditure - - 43 840 34913 E H 808 34 808 - 33553 35584 18 381
Transfers recognised - capitat - - 39790 32198 278 32738 - 31653 M1 17710
Bormowing - - 167 - ' - - - - - -
Intemally generated funds - - 3764 2716 5 24670 2070 - 1800 13%0 851

Total sources of capital funds - - 43721 34 613 :} 34 808 34 B0B - 33583 35 504 16 361

Financial position E
Total cumrent assets - - 44 664 162 983 E 11 863 11 883 - 45383 65628 65628
Tolal non cument assets - - 441 872 480 5492 452 211 452211 - 459387 468 439 451235
Total cument liabiliies - - 47 532 85755 42860 42 880 - 40249 40 249 40249
Total non currenl lizbiliias - - 13756 14 800 17 751 17751 - 17751 17 781 17751
Community wealth/Eaquity - - - 0 4 ¢ - 0 0 0

Cash flows .

Net cash from (used} operaling - - (164 185) W76 80 198 601e8 - 35576 87717 55 897

Nel cash from (used) invasing - - - -1 2 22000 - - - -

Nat cash from (used) financing - - - - - - - - - -
Cashicash equivalents at the year end - - (164 185) 34716 E BZ 198 82198 - 35 576 103 294 159 191
Cash backingfsurplus recenciliation

Cash and invesbnens svaiteble - - 4145 83N E 3527 3527 - 38169 58 338 66 338

Applicaion of cash and invesiments - - 25 525 10925 é 10 010 10010 - 10978 10 575 40850
Balance - surplus {shortfall) - - (21 381) 77 398 4 (6 483) {6483 - 27 192 47 763 47 188
Asset management ;

Assel registar summary (WDV} - - 441 872 489478 : A5 222 451222 451 222 459 387 468 438 451 236

Deprciation - - 24 223 24 256 ' 24 256 24256 24 255 19 384 18790 19736

Renewd and Upgrading of Existing As| - - 22283 22602 : 23951 23951 23851 311453 34174 17 710

Repars and Maintenance - - 343 5597 E 4081 4081 4081 2920 3566 3739
Free services E

Costof Free Basic Services provided - - i 4900 % 4 500 4 800 5390 5380 5654 58937

Revanue ¢cost of hea services provide; - - 2 1050 1780 1780 1958 1958 2054 2156

Houssholds below minimum service lavel ‘E

Water, - - - - _ - - - - - -
Sanitation/sewerage: - - - - - - - - - -
Energy: - - - - E - - - - - -
Refuse: - - - - E - - - - - -
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Explanatory notes to MBRR Tabie A1 - 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 simuitaneous assessment of the Financial Performance, Financial
Position and Cash Flow Budgets, along with the Capital Budget. The Budget Summary provides
the key information in this regard:

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

b. Capital expenditure is balanced by capital funding sources, of which

i. Transfers recognised is reflected on the Financial Performance Budget;

i. 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 Emalahlent (Ec) - Table A2 Budgeted Financial Performance (revenue and expenditure by functional classification)

Functional Classification Description  |Ref 201617 201118 2018119 Current Year 2049/20 i Exendifurs Er "
R thousand 1 Audited Audited Auadjted Original Adjusted Full Year | Budget Year | Budget Year i Budget Year
Outcome Qutcome OQutcome SBudget Budget Forecast 2020121 +1 2024122 +2 202223
Revenue - Functional
Governarice and administration - - 127 914 137 307 143 916 143 916 147762 156 460 163 484
Execuive and councit - - - 7354 7254 7254 7254 7554 7867
Finance and administrafon - - 1271 M4 130053 136 652 135 662 140 508 148 906 155597
Community and public safefy - - 123 25812 2887 2997 23R 238 2472
Community and social services - - 273 1630 1679 1678 1233 5 246 1261
Spod and recreation - - 5 12 3 3 3 3 3
Public sakety - - - 1140 1308 1305 1093 1146 1204
Housing - - 445 30 10 10 3 4 [
Economic and envirenmental services - - 46114 35838 35838 35838 35523 37 481 37584
Planning and development - - 45114 35828 35838 35838 35523 37 481 37 584
Trading services - - 25710 33609 38 552 38 552 40854 41 861 40148
Energy sources - - 14 766 21481 24 440 24 440 20344 29 577 27460
Waske managemeant - - 10 44 12148 14112 %112 11519 12 084 12688
Gther 4 - - 1237 2550 3679 I6m 5981 8276 6590
Total Revenue - Functional 2 - - 201 688 212 A5 224982 224 982 232 463 264 278 250 257
Expenditure - Functional
Governance and administration - - 140838 90 120 96 276 96 276 95 787 90 612 97188
Executve and council - - 30049 31 646 29107 29107 28252 26 981 HMB
Finance and administraton - - 110167 56110 66 228 65 228 65411 60 479 64 892
Infemal audit - - 619 2364 %1 1 214 552 519
Community and public safety - - 9627 19 240 14189 14 189 16785 17 360 18 898
Cammunity and social services - - 6867 11026 karel 7178 11261 1275 12214
Sportand mcreaion - - 1282 2265 23% 23% 2027 2216 2390
Public sakty - - - 34079 2161 2161 1724 1851 2030
Housing - - 1478 2870 2523 2523 1713 2018 2704
Economic and environmental services - - 22804 43789 3% 41394 43109 37 659 40 188
Plansing and development - - 2153% 39006 36 207 36 207 40373 36 M8 33 408
Road transport - - 1368 3863 5187 5187 273% Ho il
Trading services - - 33023 46 088 31854 31 854 |97 3010 2485
Energy soumes - - 12530 25531 19348 19 18 30586 21617 2220%
Wast waler management - - (27 1527 1518 1518 - - -
Wask management - - 20520 13030 10588 10988 83 9343 10285
Ofher 4 - - 1935 3682 1653 1683 32582 31 3485
Total Expenditure - Functional 2 - - 08323 196 918 125366 185 366 195810 179 202 192 246
Surplusi[Deficit) for the year - - (6625) 15 47 9 647 39 647 33553 65 046 58 011

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.
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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 vole)

Yot Description ERaf 201617 e 201819 Current Year 2019/2G ‘%W
R thousand . Audited Audited Auditad Criginal Adjusted | Full Year Budget Year  Budget Year | Budget Year
Dutcoms Qutcame  © Oulcome Budget Budgst Farecast 202024 H12021122 +2 2022023
Revenue by Vote 1 E
Vola 1- Execuive and souncil - - - 7254 7254 7254 7254 7554 1857
Vole 2- Corporale Servicas . - - {538) 1005 1005 1005 0 ¢ ]
Vate 3 - Budget and Traasury R - - 128 040 131026 138 528 138529 143424 151962 158 805
Volz 4- PEDTA - - 2 {1044); (1768) (1768) {t 954} {2 049) {2 152)
Vola 5 - Communily Services and Socia Services -1 - 13818 16 847 10674 19674 18871 19748 20689
Vele 6 - hfastuctore Development and Human Setlemant - E - 8132 57328 60 289 50 269 64 870 67 062 65048
Total Revenue by Vote 2 - - 202 654 212415 224982 224 S8F 237 483 244278 250 257
Expenditure by Vote fo be appropriated 1
Voie 1 - Executive and coungil : - - 30 346 34512 30168 30168 B4 29606 32374
VYota 2+ Corporaa Services : - - 84 782 18 825 21710 21770 718 22983 24811
Vota 3- Budgel and Treasuy - - 3533 25363 38001 3800t 31 507 29635 31690
Vol 4 - PECTA ‘ - - 9632 9600 74% 7426 78?3‘7 1205 1897
Vole 5 - Cormmunily Services and Socid Services - - 41349 3B 16 s kak-rid 33091 35446 38 501
Vola 6 - hiastucture Development and Human Setement - - 23 553 66471 56473 56 473 67 919 59 656 62874
Total Expenditure by Yota 2 - - . 210 014 196918 185 366 135386 108 910 179232 192 246
plus/{Deficit) for the year 2 - . 7 360) 15 497 neHr! 3617 35 563 65046 58 031

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)

Description Ref 201617 | 201718 201819 Current Year 2019/20 8 A o
R thousand 1 Audited s Audited Audited Original Adjusted Full Year Pre-audit | Budget Year | Budget Year ; Budget Year
Outcome Qutcome Outcome Budget Budget Forecast outcome 202021 +1 2021/22 +2 2022123
Revenue By Source
Property rates 2 - - 4527 3749 6554 6554 - 9167 9616 10 097
Service charges - electricity revenue | 2 - - 14 087 16 355 19093 19 093 - 18 391 19 293 20 257
Service charges - refuse revenue 2 ” - 8133 6987 8850 8850 - 8205 8702 9137
Rental of &cilifes and equipment - - 894 1468 1468 1468 - 94¢ 995 1045
Interest eamed - extemal invesiments | = - 870 1147 1443 1443 - 1488 1561 1639
Interest eamed - outstanding debiors | - - 5284 8127 6 889 6889 - 6032 6327 6644
Fines, penalfies and forfeits i - - 9 115 399 399 - 202 21 222
Licences and permits - l - 1745 1514 2062 2062 - 4429 4 646 4878
Agency services o - 800 1384 1384 1384 - 1457 1528 1604
Transfers and subsidies - - 121 556 - - - - 148 749 154 102 157 351
Other revenue 2 | - - 2703 1960 4 501 4 501 = 1651 1732 1818
Gains - - (521) - - - - - - -
Total Revenue (excluding capital - - 160 097 40 806 52 643 52 643 - 200 810 208 714 214 693
tran sfers and contribufions)

Expenditure By Type

Employee related costs 2 - - 80 446 96 117 78 625 78625 - 93 824 94 002 103 272
Remuneration of councillors ( - - 13003 14 070 13931 13931 - 14 749 16 077 17 684
Debt impaiment 3 - - 12 044 6 000 6000 6000 - 4000 4 196 4 406
Depreciation & asset impaiment 2 - - 24223 24 256 24 256 24 256 - 18 384 18790 19730
Finance charges - - 1586 2n 21 n - 280 204 308
Bulk purchases 2 - - 9625 16 070 13 892 13892 - 14 300 15 000 15 000
Other makerials 8 - - 2 067 2767 2482 2482 - 4351 2132 2159
Contracted services ' - - 20488 17126 16 466 16 466 - 33 851 19 351 18 971
Transfers and subsidies - - 10 946 230 185 195 - - - -
Other expenditure 45| - - 26 036 - - - - 14170 9390 g715
Losses 5 - u 955 - 8000 8000 = s = =
Total Expenditure =) - 210014 176 907 164 118 164 118 - 198 910 179 232 192 246
Surplusf(Deﬁcll) T _ (49 917) {136 101) (111 475) (111475) S 1900 o 29 482 22 447

Transfers and subsidies - capital
(monetary allocations) (National /
Provincial and District) = - 42 557 31848 31848 31848 - 31653 35 564 35 564
Transfers and subsidies - capital |
(monetary allocations) (Natonal /

Provincial Departmental Agencies,
Households, Non-profit Insttutions, i
Privak Enterprises, Public |
Corporabons, Higher Ed ucational I
Insfitufions) 6 | =

i

i i
Transfers and subsidies - capital (in-kind - all] - = = =
Surplus/(Deficit) after capita transfers i
& contributions

= 760)  (04283) (10 627) (79 627) - 33553 65 046 58 011

Taxation - - - - - - - - -

Surplus/(Deficit) after taxation - - (7 360) (104 253) (19 627) (79 627), = 33553 65 046 58 011
Atributable to minorites = o = < b 5 % B = =

Surplus/(Deficit) attributable to - - (7 360) (104 253) (79 627) (79 627) - 33 553 65046 | 58 011
municipality

Share of surplus/ (deficif) of associate | 7 = &

Surplus/(Deficit) for the year iy i 7360)  (104253) (79 627) (19 627) . 33 553 65 046 58 011

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

1. Total revenue, excluding capital transfers, is estimated at R200.810 million for 2020/2021 and
escalates to R208.714 million in 2021/2022 and R214.693 million in 2022/2023. This represents
a year-on-year increase of 4 per cent between 2019/2020 to 2020/2021 and an increase of 3
and 6.08 per cent throughout the MTREF.

2. Revenue to be generated from property rates is R9.167 million in the 2020/2021 financial year
and increases to R9.616 million by 2021/22 which represents only 4.6 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-
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term and tariff increases have been factored in at 4.9 per cent for each of the respective financial
years of the MTREF.

3. Services charges relating to electricity and refuse removal constitutes the biggest component of
the revenue basket of the Municipality totalling R26.686 million for the 2020/2021 financial year
and increasing to R27.995 million by 2021/22 and R29.394. For the 2020/2021 financial year
services charges amount to 13.29 per cent of the total revenue base , increases to 13.41 percent
and 13.69 percent over the MTREF period.

4. 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.



‘'sieak aininy Ul sesealoul

Jue) ying pue abem jo joeduwn ey} USsSSS| O} Palijuspl 89 0} dABY [|IM SaIdUaldle pue suieb |euonelado sAneussye pue Ajjediojunw ayj

UIYIM SISALIP }S00 Ulew ay) a1e saseyoind ¥ng pue ainypuadxa Bunelado Jayjo ‘sadlAIas pajoeljuod ‘uoijeroaldap ‘s}soo pajejas sakoldwy L
“WoMsT Woljy AJIoL108e YINg JO }SO0D U Ul 8SealoUl [BUB)SINS 8y} 0} PaINQUIIE 8 UBD S8sealdul 8seyl 43 1IN 8y} Jo sieak oo ay)

JBAO UOI|IW G Y PUB Uol|iW 00E ¥ 1 ¥ O} Uol|ill Z68°E LY 0 }obpnqg paisnipy 0Z02Z/610Z du} Wolj pasealoul Apueoyubis eaey seseyoind ying  '9

ad /) Jolew Aq ainjipuadx3y

000000001 00000008 0000009 0000000 0000000T 0

S1SO2 43.Lv13¥ 33A0TdNT
SYOTIINNOD 30 NOILLVHINNINGY
ININYIVdING 1830

ANINYIVEIAE LISSY 8 NOLLYID3dd3d
SIOYVYHD JONVNH

S3SYHIUNd A1NY

SIVIHILVIN HIHLO

S3IDIAYIS A3 LOVHINOD

SAISANS ANV SHIISNVYL

N LIGNIdX3 H3HLO

Jdd 40 WSOdSIA NO SSOT

i
¥
| pssiisitnisc e skt Moo ]
H

o - .,,. 4

o

s

I
H
=
n

adA]l Agq ainppuadx3

-adA} 1ad sway ainypuadxa Jolew ay) sejesisn||i ydeib Buimoljoj eyl g

441N puE 198png [eNUUY pajqe] TZ0zZ/020Z Ayijeddiuni 1Ua|yelewly



Emalahleni Municipality 2020/2021 Tabled Annual Budget and MTREF

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

ZUZUrZT Miedium Term Revenue &

Vote Description Ref| 2016/17 : 2017/18 | 2018/19 Current Year 2019/20 i ST
R thousand 1 Audited | Audited | Audited |Original: Adjusted Full Year|Pre-audit| Budget Year: Budget Year Budget Year
Oufcome : Outcome | Outcome| Budget | Budget ! Forecast|outcome| 2020/21 | +12021/22 | +2 2022/23
Capital expenditure - Vote
Multi-year expenditure fo be appropriated i 2 |
Vote 1 - Executive and council 2 1 - 3637 | 2000 - - - - - -
Vote 2 - Corporate Services - - - - - - - - - -
Vote 3- Budget and Treasury ! - - 243 - - - - 180 350 100
Vote 4 - PECTA - = 1048 - - = - = = =
Vote 5- Community Services and Social Services - - 27540| 137081 101741 10174 - 3422 4 875 30
Vote 6 - Infrastructure Development and Human Setiement - - 11715| 184801 22533; 22533 - 28 341 29728 17 710
Capital multi-year expenditure sub-total P 7 - - | 44183 | 34198 32707 32707 - 31953 34954 17 840
Single-year expenditure fo be appropriated 2
Vole 1 - Executive and council - - - - - - - - -
Vole 2 - Corporate Services - - - 716 763 763 200 210 221
Vote 3 - Budget and Treasury - - - - 1283 1283 - 1400 400 300
Vote 4 - PEDTA i - - - - 3 | 31 - - - -
Vote 5- Community Services and Social Services - - - - - - - - = -
Vote B - Infrastructure Development and Human Setlement B - - - - 24 24 - - - =
Capital single-year expenditure sub-total - - - 716 2101 2101 - 1600 610 521
Total Capital Expenditure - Vote - - 44183 | 34913 34808 . 34808 - 33 553 35 564 18 361
Capital Expenditure - Functional
Governance and administration - - 3637| 2716 2046 2046 - 1790 1 360 621

Executive and council - - 3637 2000 - = - - -

Finance and administration : - i - = T6i 2046: 2046 - 1790 1360 621
Community and public safety - - 23183 | 13358¢ 9523 93523 - 2922 4475 30

Community and social services - - 8969 | 5204 235 2351 - - - =

Sport and recreation : — 1 - 14214| 8084 7173 7173 - 292 4 475 30
Economic and environmental services - - 11420 | 12887 16954 16954 - 17 531 28829 17710

Planning and development = = = e 24 24 2 = = =¥

Road transport - - 11420 | 12887 16930 16930 - 17 531 28 829 17 710

Environmental protecton = - - - - - — = = -
Trading services - - 513 5953 5953 5953 - 11 310 900 -

Energy sources i - - 295 - - - - 5 000 900 -

Waste water management - - - 5603 5603 5603 - 5810 - -

Waste management - - 219 350 350 350 - 500 - -
Other 2= e Bloaml CEml - - =

Total Capital Expenditure - Functional 3 - - 43040 | 34913 34808, 34808 - 33553 35 564 18 361
Funded by:

National Govemment £L - 39790 | 31848 32383; 32388 - 31653 34174 17 710

Provincial Govemment - - - 350 350 350 - = - =

District Municipality - - - - - - - - - -

Transfers and subsidies - capital (monetary allocations)

(National / Provincial Deparimental Agencies,

Households, Non-profit Institutions, Private Enterprises,

Public Corporatons, Higher Educational Institutions) = = = s = - = =, L
Transfers recognised - capital 4 - - 39790 | 32198 32738 32738 - 31653 34174 17710
Borrowing 6 - - 167 - - - - - - -
Internally generated funds - - 3764 2716 2070 2070 - 1900 1390 651

Total Capital Funding 7 - - 43721| 34913 34808: 34808 - 33553 35564 18 361
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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 A6 Budgeted Financial Position
T T

Description Rt 2018M7 | 20178 201819 Current Year 2019720 2020721 Modium Term Reverue & Expenditure
¢ : Framework
R thousand , Audited “ Audited Audited Original ' Adjusted mi Full Year Pre-audit Budget Year Budget Year +1 i&dgel Year +2
Qutcome | Outcome Quicome Budget |  Budget | Forecast outcome 202021 200122 1 2022023
ASSETS i H 1
Current assets | ;

Cash -1 - 51293 88321 3827 357 - 13633 21737 217371

Call investment deposits 11 =i = (47 148) ! - - = 24536 35601 36601

Consumer deblors i1 - : - 34429 46 419 ' 8316 | 8318 - 7185 7270 727

Otrer deblors | = - 6080 %923 % | 38 = 8 2 21

Current portion of long-lerm receivables - - - = = - - = - -
__Inventory 2 - i = = 1301 1] 0 = g 0 0
Total current assets . : = - Aaes4 162 963 11883 11883 - 45383 65628 | 65628
Non current assets | ‘ H |

Long-lem receivables | - - - =1 = = = = = e

Investments | " = = = = - = pat =
| Investment propery i “ S 4149 4543 1 4149 4149 - 4149 4149 4149
| Investmentin Associale | -1 = - = = = - - -

Property, plant and equipment = 3 - - 437 139 485 268 | 447 478 | 447 478 - 454 654 463 706 446 503

Biolagical - = - - = - - = - -

Intangible | - - 401 55 | 1 401 - 401 401 401
|__Other non-curren! assets ___i___ = = 183 1831 183 183 - 183 183 183
Total non curentassets T - - aseT2 40549 4s211 43211 - 430387 48843 451 236
TOTAL ASSETS | - - 486 536 653512 464093 464093 - 504 769 534 067 | 516 864
LIABILITIES |
Current liabilities

Bank overdraft 1 - - - - = - - - = -

Borrowing {4 - - - - - - - - = =

Consumer deposits 1 - - 84 %1 0 0 - 0 0 0

Trade and other payables L4 - . = 26874 706% | 20983 20983 - 18 372 18372 18372

Provisions = - 20594 16083 21877 21 877 < 21877 21877 21877
Total current liabilities e - 47532 86755 ! 42 80 42 80 - 40249 40249 40249
Nen current liabilities : ;

Borrowing - - 778 1407 373 3 - 3 373 373
| ROV e es et o Sl imb AL 1339 ] Lrans 17378 52 17 378 rsmel .
Total non cument liabilities _ [ - = 13726 14 800 ; 17751 1778 = A7 751 | 17751 17751
TOTALLIABILTIES L S - w2 tois®i et [ e06id - 5000, 5000)  s8000
NET ASSETS i) - i - 425278 551957 403 482 403 482 - 446 770 476 088 458 885
COMMUNITY WEALTHIEQUITY |

Accumulated Surplus/(Defoil | asorsll 1o ¥ aas’ e ' oawsmo”  aweosmT 458865

Resenves | 4 -1 - = = =1 & 2 = -1 =
TOTAL COMMUNITY WEALTHIEQUITY [ — oy = 425278 551957 ° 403482 | 403482 | - 445 170 476 068 | 458 865

« Call investments deposits
The statement of financial position reflects a positive cash position of R13.633 million as well
as call investments amounting to R24.536 million for the 2020/2021 financial year.

«  Consumer debtors of R7.213 million for 2020/2021 financial year

« Property, plant and equipment is reflecting a healthy asset base of R454.654 million for
2020/2021, R463.706 million and R446.503 million for the outer years
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» Trade and other payables reflects R13.372 million for the 2020/2021 financial year

»  Provisions non-current are estimated at R17.378 million for the 2020/2021 financial year

» The Statement of Financial Position reflects a healthy accumulated surplus of R446.770
million, R476.068 million and R458.865 million for the outer years.

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:

« Call investments deposits;

+ Consumer debitors;

+ Property, plant and equipment;

+ Trade and other payables;

+ Provisions non-current;

+ Changes in net assets; and

» Reserves

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

. Any movement on the Budgeted Financial Performance or the Capital Budget will inevitably

impact on the Budgeted Financial Position. As an example, the collection rate assumption will
impact on the cash position of the municipality and subsequently inform the level of cash and
cash equivalents at year end. Similarly, the coliection 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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MBRR Table A7 - Budgeted Cash Flow Statement

EC136 Emalahleni (Ec) - Table A7 Budgeted Cash Flows

Description Ref 201617 2017118 201819 Current Year 2019/20 [E—

2020/121 Medium Term Revenue & Expenditure

Outcome Outcome Diilsarie Original Budget‘

Audited Audited Audited T Adjusted | Full Year Preaudit | Budget Year | Budget Year +1 Budget Year +2
R thousand H i 1

2022123

Budget Forecast outcome 202021 | 2021j22
CASH FLOW FROM OPERATING ACTIVITIES H | |

i

Receipts i | !
Property raies 40850 | 5084 5084 5439 | 5240 |
Service charges 18 294 | 20 289 20289 21995 | 23836 |
Other revenue 4903 11878 11878 13021 |
Transfers and Subsidies - Operational 1 133306 135976 135 976 136 525 | 144379
Transfers and Subsidies - Capital 1 31848 32738 32738 33484 35837

Interest 8747 1147 1147 1200 1202
Dividends = = = -1 -

Payments
Suppliers and employees
Finance charges
Transfers and Grants 1

R I (O I
0 R O I
A sl G

TR A
S
=)
&

(151 665) (166 181)! (146 644) (146 644)
(1586) @7). 271) (271)
(10 933) - - -

174835)| (155 504)
(2s0)| o34)

5240 |
2383
13021
144 379
35837

1202

(167 310)
(308)

NET CASH FROM/(USED) OPERATING ACTIVITIES | 35 576 67 717

55 897 |

(164 185) 34716 60198 60 198
CASH FLOWS FROM INVESTING ACTIVITIES
Recelpts i

| Proceeds on disposa of PPE — - - = 22 000 22000

Decrease (i } in non-current receivabl = - = iy = 5
Decrease (increase) in non-current investments - =il = | & =
Payments i
Capital assets = - =

NET CASH FROM/(USED) INVESTING ACTIVITIES ” - N D [ 22000, 22000

CASH FLOWS FROM FINANCING ACTIVITIES | |
Receipts | H
Short term loans - - - -
Borrowing long termirefinancing - = = =i s
Increase (decrease) in consumer deposits - - = = - =
Payments |
Repayment of borrowing = ol | = Sl = =

NET CASH FROM/(USED) FINANCING ACTIVITIES - § - - -

Cashicash equivaents at the year begin: 2 - - - = = | - = = 35576

NET INCREASE/ (DECREASE) IN CASH HELD - - (164 185) 34716 | 82198 82198 - 35576 67 717

Cashicash equivalents at the year end: 2 - i - - (164 185) 34 716 82198 | 82198 - 35576 103 294

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 2020/2021 MTREF has been informed by the planning principle of ensuring adequate cash
reserves over the medium-term.

4. Cash and cash equivalents were estimated to total R82.198 million in 2019/2020 financial year
and decreases to R35.576 million as at the end of the 2020/2021 financial year.
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MBRR Table A8 - Cash Backed Reserves/Accumulated Surplus Reconciliation

*

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

Do Rowe o mome 2 Curert Ve 2000 e o
. : Framesork
Audited Audited Audited | Adjusted ~ Full e | Preaudt | BudgetYear Budget Year+1 Budget Year+2
Rhpue Quicome ~ Outcome  Outcome Orgind Budge :Jﬁdget . Forecast | outeome :0%0[21 2021!2 d?OZ?JZS
Cash and investments avalale : :
Cashlcash aquivaznts at he yearend 1 - - (164 168 H76 82198 82198 - 3576 0e4] 18919
Oter cumentinvestments > % days - - (R 53605 (786m) (7867) - 2593 {44956}\ (100853
Non curent asses - Investments a = - - - - - - - — -
Cash and investments availble: - - 4145 88 1 357 350 - 3169 5338 533
Application of cash and investments _ ‘ :
Unspent condifonal fransfers ; - - - 1 788 8 - 0 0 0
Unspent bomowing - - - - - - - — -
Statuory requirements 12
Oherworking cepitd requiements 3 - - 2555 1094 vl 921 - 0417 10575 10850
Ober provisions i
Long &m investments commitied 4 - - - - - - - - - -
Resenves o be backed by cashinvesments 5| !
Totd Application of cash and investments: i - - 25505 10425 10010 1000 - 10978 10575 | 10850
Surplusfshartal) il - mm ey 64 . o am

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

1

The cash backed reserves/accumulated surplus reconciliation is aligned to the requirements of

MFMA Circular 42 — Funding a Municipal Budget. In essence the table evaluates the funding
levels of the budget by firstly forecasting the cash and investments at year end and secondly
reconciling the available funding to the liabilities/commitments that exist.

The outcome of this exercise would either be a surplus or deficit. A deficit would indicate that

the applications exceed the cash and investments available and would be indicative of non-
compliance with the MFMA requirements that the municipality’s budget must be “funded”. The
municipality’s budget is cash-funded and thus in compliance with the requirements of the MFMA.

As part of the budgeting and planning guidelines that informed the compilation of the 2020/21

MTREF the end objective of the medium-term framework was to ensure the budget is funded

and aligned to section 18 of the MFMA.
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MBRR Table A9 - Asset Management
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EC138 Emalahleni (E<) - Tabls AS Asacst Managsmant
Cancripuon Rt Zo16/17 Zo17/8 SLIEE) Current Year 2615/50 TRy =
I T AlraTee Ao Srainar TS TG EUTne e
Sutoom roome ) Budger . =4 zoza2z +2 2022/23
AT AL e O T e T
Totml New Ameete ' =3 - 40 ese a0 s8s 2 400 | 1 a0 651
Fecasactns dratraess v b - - 3 Boa 2 Boa - 2 &=
Shrrrs sacaater fifrma ot e = = 5 £ - =
- = o6 = - - =
= = = Bo0 - =
boremn st - } = » 1. = B . o |
- 7 ras > i = =
7 oo7 - = - -
s = 73 Fes 7 sor = = - =
IRovenue Gonoraing - = = - -
en e e Genoratng 2 = = = =
Investmant propert e = = = = = = — =1 =
Cparatons Buldinoas & 2 ear - 400 |
reuning = = = i = = = 3 = 7
Sther Ammets - - = aar - - = “oo -
Biological or Cultivated Assots - = = = = - = -
Sorvides = - = S
Liconcan and Rights = = . n - - -
Intenoible Amm—t= = = = = = = = = =
Computer Eauipment = - - . 24 =0 aso 00
Furniture and Sffce Equiprment = = o 718 4 a3 10 z00 =10 =21
Machinery and Equipment = - ano = - - ERL “ so a0
Tranmport Assets - - L = saa a3 1 a0 P 200
Lana i - = = = st = = =
Zoom. Marne and Nenbiologice Anirels — = 1 oan — 31 = - 2 i
Tomi Renews of Exeung Ameots = - - = sce asa = ass = oo 10 866 24 saz
Frcrsmct gt rmmtrusctesre - =5 = oo = aoo e 23 Az
Sterrrs weste it frcd e - = = S i = z )
= = = 5 000 woo —
- - 17 ano ano =
FRralt lerFevam trcscsusren = = & 3 - -
i
tiires y " _ . = - =
= = T e e 550 P T ez | TE Ao
= s zor o pas - i =
= = =g = FE= = = =
Investment propertes = = = = = = = = =
Marne ana NMon-Bioicgica Antmals = — —= . o o N =
Tosmiy e seste o == - a8 a7a == =5z =1 oon 24 oen a7 ze7 | 5 ea= 2 aoo
Frccncdes el roves £ i frare = o ana i aee 11 azn 11 azs 6 oea | 6167 = a00
B e = 2 - o oo 5 soa £ oo a0 - -
£ funat efe nd iy frane £ s fusren E - = i =
Mraton Siccpopoiye derfosestotecstesmas = = = = - . | - N
Saarsiteaticor brtrarn tr s = Z = = 1 3
ticarn erse feares - = e - =
= = & o3 e rar 77 azo 17 oo e CErE = 200
tiem - 5 Aoy a sao 4 00 ez 4 aan -
= - = = oo = oso zarz e
Zoo'e. Marine and Non_bicloglcel Antmete — - = - - = = = =
Tt Capitel Expen diture a = a3 mao 34 813 34 non a4 son as sss 5 sea 48 361
Rrectn Iat s triic tesres = 11 azo 12 o 16 nao 16 930 . 17 70
e ey = & 503 & Gon B Goa B610 -
Ebersciricaat irifres éresc fuare = oo = = & ooa £00
Viaatonr Sicoprpsise irrires grsc i Z = : - 5 . .
Saweritation ittt = = = =
ottt \Aaasbue frnf v et - — 17 60 oo <
ety errese bl sebicons Beafevess EPectiesen : i . . st . AR :
= 78 o 28 57 20 rze |
Sty o = 7 ne7 - -
= - & am =812 aaas
= = e Zawa Sass =
Oparatonm Buldngs = ooo . - aoo
Cwher Aseste - = 2 ooa i = " soo -
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Serviuden = = e - =
Lisances mnd FRiahis = - = =
Intangibie Assste = = = = = =~ =
Computer Equipment = = = - 24 za ama | asa | 100
Furmitire ans Oies EquiEmens - - - 716 2 a1 1193 200 | 210 | e
Machinery end Eauipment - - an - - 110 B a0
Franeport Ammete = - = = saa aaa 4 400 aoo =00
Pt i - - = = - - i =
Foo'm. Madne and Noo-blotogica - = 4 odn - o a1 - —
ToTAL CARITAL EXFENDITURE - Ammmt ofa= = - 3 5ac Sawas 54 son Sa sos a2 ssa S5 sea BT
ASSET REGISTER SUMMARY . PRE (WD) o = aar orm ana ams an1 zaz A e ave aan |
Rmctn trsFimisetossctasren = = 11 azo 3a 761 an rsn a7 Gos Bo a7
St wester it - - 6 162 © 1o & 100 & ano | s7e |
£ temcet ehez sl BexFriase tetie - - =66 - s & aa7 | 1 ner
Scatics \Aen e infes s = - aza a0 aso o o o
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Explanatory notes to Table AS - Asset Management

1.

2.

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.
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.

. An analysis between depreciation and operational repairs and maintenance over the MTREF is

not yet possible until there is a way or accounting reform that allows the municipality to include
all maintenance costs, also those incurred internally, to the maintenance votes. When
implemented it will highlight the Municipality’s maintenance backlag. The implementation of
mSCOA and the costing segment will assist in this regard but for now as the costing segment is

not yet fully implemented it is still difficult to align all repairs and maintenance expenditure to that
cost driver.
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4. MBRR Table A10-Basic Service Delivery Measurement

EC136 E i (Ec) - Table A10 Basic service delivery measurement
T ZUZOTZ T TR T ST RE VT &
1617 | 2T 2018119 CuITen1 Year 20 1420 Funanditiinn Framaverk
Description Ref pore — e Original Adjusted |  Full Year Budget Year | Budget Year Budget Year
| Aricoms eome ] Budgat Budget | Forecast 2020121 +1202122  +2 2022023
|Household service targets 1
Water:

Piped waker inside dwelling = x
Piped waker insde yard {but not in dweling) | - = =

Using publec tap (at least min semvice level) 2 £ - - - - - - e -
Other waler supply {at least min service level) 4 = = = 2 i - - <

Minimum Service Leval and Above sub-total - - = = - =
Using public tap (< min.servce level) 3 - | - - = - - - -
Cther water supply (< min service leval) 4 - = = =

No water supply - - -

Below Minimum Service Level subtotal | = = =

Total number of housshokls 5 £ = =
Sanitation/sewerage: |
Flush bilet (connected © sewerage) | = = =
Flush ilet (with septic tank} - & e
Chemical tailat -1 =
Pitioitet (ventilated) “ &
Other bilet provisions (> min service lavel) - =

Minimum Service Level and Above 5 ub-total B = - -
Bucket todel - I
Other bilet provisions (< min service lkevel) - - -
No toiet provisions -

Bolow Minimun Service Level s wb-total L
Total number of households 5 = -
Energy:

Electicity (al least minsennce level) - - =

Electncty - prepad (min.semvice level) - - _

Minimum Service Leve and Above sub-total - - -
Electricty (< min service level) = = =
Electicty - prepaid (< min senice level) - -
Other eneigy sources - " 2

Below Minimum Service Level sub-ofal R Y = 2
Total number of househokds 5 - - -
Refuse:

Ramaved at least once a week | - - -
Mirimum Service Level and Above sub-total | - - =

Ramoved less foquently thanonce a week 2 = =
Using communal refise dump - . -
Using own refuse dump = o
Other nbbish disposal = =
No rubbsh disposal _ _
Balow Minimum Service Leve! s ub-dotal = = -

Total number of housshokds

Households receiving Free Basic Service
Water (6 kiolives per household per month} - - -
Sanitaton (free minimum level senvice} E = 2
Eloctncitylothar enargy (S0kwh per household per manth) - - =
Refuse (removed atleastonce & week) . o _
Cost of Free Basic Services provided - Formal 8

Water (6 kiolites per indigent tousehold per month) | -
Sanitaton (e sanitaion service 1 Indigent households) B -

Electnicityfother enemy (50kwh per indigent hausahold per mont) - - 1700 2900 2900 2500 3190 3346 3514

Raefise (emoved once @ week for indigent households) - - (1 508) 2000 2000 2000 2200 2308 2423

Cost of Free Basic Services provided - Informal Formal Settlements - -

Total cost of FBS provided 1 - - 191 4 900 4 900 4 900 5390 5654 5937 |

hest level of free 5 vided per household
Fropery rtes (R valwe thieshold)
Water (kilolites per ousehok per month)
Santaton (kiiolites per hausehold per month)
Sanstaton (Rand per household per manth)
Elecincity (kwh per household per month)

lites per week)

Properiy rales (tariff adjustment) ( impermissable
values per section 17 of MPRA)

Property mies exemptons reductions and rebakes and
impermissable values in excess of section 17 of
MPRA) - e 2 1050 1780 1780 1958 2054 2156
Wator (in excess of 6 kilolitres per indigent household per month) =

Sanitaien (in excess of free sanitation service to indigent househa -
Electricity/other energy (in excess of 50 kwh per indigent househol & x
Refuse (in excess of ane removal a week for indigent households) -
Municipal Housing - renlal rebates

Housing - fop structure subsidies | 6

aher |

Total revenue cost of subsidised services provided

- 2 1050 1?M| 1780 1958 2054 2156

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
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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 Councilior of Financial
Services/Mayor.

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

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

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

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

o 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 2019) a time schedule that sets out the process to
revise the IDP and prepare the budget.

The Mayor tabled in Council the required the IDP and budget time schedule by 31 August 2019.

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:

. 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 2020/2021
MTREF, based on the approved 2019/20 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 2020/21 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 2019/20 Departmental Service Delivery and Budget




Emaiahleni Municipality 2020/2021 Tabled Annual Budget and MTREF

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 2020/2021 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 2020/2021 MTREF:

. 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 2019/20 adjustments budget and performance against the SDBIP

Cash Flow Management Strategy

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

In addition to the above, the strategic guidance given in National Treasury’s MFMA Circulars 93 and
94 has been taken into consideration in the planning and pricritisation 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 pianning process.

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

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

It is important that the IDP developed by municipalities correlate with National and Provincial intent.
It must aim to co-ordinate the work of local and other spheres of government in a coherent plan to
improve the quality of life for all the people living in that area. Applied to the Municipality, issues of
national and provincial importance should be reflecied 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.
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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 priorities, 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;

. Govemment Programme of Action;

. Development Facilitation Act of 1995;

. Provincial Growth and Development Strategy (GGDS);

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

. Accelerated and Shared Growth Initiative (ASGISA),

. National 2014 Vision;

. National Spatial Development Perspective (NSDP) and

. The Nationai Priority Outcomes.

The Constitution requires local government fo 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 @ manner which is consistent with its IDP. The
following table highlights the 1DP’s five strategic objectives for the 2020/21 MTREF and further
planning refinements that have directly informed the compilation of the budget:

IDP Strategic Objectives

2019/20 Financial Year 2020/21 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 fthat 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)

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 transparent and performance
driven  organisaton  (KPA  Good driven organisation (KPA Good governance

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 the Municipality to align its budget priorities with that of national and provincial
government. All spheres of government place a high priority on infrastructure development,
economic development and job creation, efficient service delivery, poverty alleviation and building
sound institutional arrangements.
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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 IDP.

The 2020/21 MTREF has therefore been directly informed by the IDP revision process and the
following tables provide reconciliation between the IDP strategic objectives and operating revenue,
operating expenditure and capital expenditure.

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 Municipality targets, monitors, assesses and reviews organisational performance
which in tumn 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 SAS8 - Performance indicators and benchmark
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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 2020/21 MTREF:

. Borrowing to asset ratio is a measure of the long-term borrowing as a percentage of the total
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 lo 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 0.1 percent
increasing to 0.2 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 in the 2020/21 and no other borrowings are planned
over the MTREF pericd.

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 loan, which declines steadily towards the end of the loan’s term.

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 2020/21 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
0.0 % 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.

1.10.1.3 Liquidity

. Current ratio is a measure of the current assets divided by the current liabilities and as a
benchmark the Municipality has set a limit of more than 2 which is a general benchmark,
hence at no point in time should this ratio be less than 2. For the 2020/21 MTREF the current
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ratio is 1.1, this is lower than the set limit. 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. {deally the municipality
should have the equivalent cash and cash equivalents on hand to meet at least the current
liabilities, which should franslate into a liquidity ratio of 1. Anything below 1 indicates a
shortage in cash to meet creditor obligations. For the 2020/21 financial year the ratio was
0.9 and it increases to 1.4 and 1.4 percent for the outer years of the MTREF which is an
indication of a financially distressed Municipality, management will need to dramatically cut
on expenditure and non-obligatory commitments in order to be able to improve the cashflow
and financial health of the municipality.

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.

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 constantly growing 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 employee 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.

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 50 kwh of electricity, free
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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 assoclated 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.

1.11.1 Review of credit control and debt collection procedures/policies

The Collecticn 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 fo 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 to free basic services.

The 2020/21 MTREF has been prepared on the basis of achieving an average debtors’ collection
rate of 60 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 io be renewed at a
lesser ‘real’ cost than the original construction cost. Therefore, it is considered prudent to allow 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 fo the selection and prioritisation
of individual capital projects. In addition, the policy prescribes the accounting and administrative
policies and procedures relating to property, plant and equipment (fixed assets).

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 {o
deliver on its core mandate and achieves its developmental goals, the mid-year review and
adjustment budget process will be utilised to ensure that underperforming functions are identified
and funds redirected to performing functions.
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1.11.4 Supply Chain Management Policy

The Supply Chain Management Policy was reviewed presented to Council in May 2019. Any
amendments policy to the policy wili be considered by Council when it arises 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. The amended policy to
accommodate the requirements of mSCOA was workshopped and presented to Council in May
2019 and is expected to be adopted before the end of the financial year to be implemented in the
2020/2021 financial year.

1.11.6 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 sustainabie 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 ahove policies are available on the website and at the main municipal building, as weil as the
following budget related policies:

. Property Rates Policy;

. Funding and Reserves Policy;

. Budget Policy; and

. Basic Social Services Package (Indigent Policy).

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 2020 will be 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.
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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
2020/2021 MTREF:

. National Government macro-economic targets;

. 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 outlook

The Municipality did not perform a credit rating outlook.

1.12.4 Interest rates for borrowing and investment of funds

The municipality expected that interest rates will be adjusted slightly upwards during the MTREF
period and it has been 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 CPI
over the long term. 1t 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 an averaged percentage (60 per cent) of
annual billings. Cash flow is assumed to be on average 60 per cent of billings. The performance of
any increased collections or arrear collections will however only be considered a source of additional
cash in-flow once the performance has been carefully monitored.

1.12.6 Growth or decline in tax base of the municipality

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

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

1.12.7 Salary increases

An 10% increase have been provided for Councillors, a provision of 10% 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 55% of Total
expenditure which is above NT maximum of 40%. The municipality will continue to improve its
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revenue enhancement and delay filling of non- crucial posts to ensure the percentage is brought
down and mainiained under control.

1.12.8 Impact of national, provincial and local policies

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

. Creating jobs;

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

. Rural development and agriculture; and

. Fighting crime and corruption.

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

1.12.9 Ability of the municipality to spend and deliver on the programmes

It is estimated that a spending rate of at least 100 per cent is achieved on operating expenditure
and 100 per cent on the capital programme for the 2020/21 MTREF of which performance has been
factored infc the cash flow budget.

1.13 Overview of budget funding

1.13.1 Medium-term outlook; operating 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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Emalahleni Municipality 2020/2021 Tabled Annual Budget and MTREF

EC136 Emalahleni (Ec) - Supporting Table SA34b Capital expenditure on the renewal of existing assets by asset class
Description |Ref 2016117 2017118 201819 Current Year 2018/20

fis i Lo o EXvRDditUrR_Eramesnrk. ... ...
R thousand " Audited Audited Audited Original Adjusted | Full Year | Budget Year | Budget Year | Budget Year
Outcome Outcome Quicome Budget Budget | Forecast 202021 | +12021/22 +2 2022123

Capital expenditure on renewal of exsting assets by Asset Class/Sub-class |

Infrastructure ! - - 17 350 2350 2350 13 866 24 542 15310

h T

Roads Infrastructure ! = 2000 ! 2000 8886 23642 15310

Roads i - = - - 2000 2000 886 23642 15310

Storm waler Infrastructure

Attenuation | = - -
Electrical Infrastructure
LV Networks

= = 2 = - - 5000 900 =

-1 - - - = - 5000 %00 -
Waler Supply Infrastructure = = % = z -

Dams and Weirs - - -
Sanitation Infrastructure } - - -
Capital Spares { - - - = = =
Solid Waste Infrastructure { | - - 171 350 350 350
Waste Processing Facilifies i - - 17 350 350 350

Rail Infrastructure i ! =4 3t =
Rail Lines | f - | Bl 5

| !
Coastal Infrastructure | = | -
|

Sand Pumps | !
Information and Communicalion Infrastrusture = = | £ & &
Data Centres = - s ] i {
Community Assets =} 2 3737 0 53 533 - | - -
Community Facilifes Bl - - -

Halls = | =

Sport and Recreation Facilities ! = - 3737 1] 533} 533
Qutdoor Facilities ¢ - - 3737 0 533 533

Heritage assets H = = | -

| Monuments | | - - -
| Historic Buildings
Ilnvesh'nentgmpgrﬁes
Revenue Generaling
Improved Property
Nonsevenue Generating
Improved Property
Unimproved Property I = = = = 5 4
Other assets -

I
1
I
1
1

Operational Buildings = = | = ol i _
Municipal Offices - - = &
Housing | - = s -
Staff Housing =1 - = =
Biological or Cultivated Assets - = = - - - - = =
Biological or Cultivated Assels - - 2 =
Intangible Assets ES - s - - - = = -
Senitudes = o o =
Licences and Rights = - & - -
Water Rights - - & = =
Computer Equipment = = & - - - - = =
Computer Equipment s = = 3
Furniture and Office Equipment - - & - - " - = -
Fumiture and Office Equipment B - = - -
Machinery and Equipment ; = - & - - - - = =
Machinery and Equipment =y = - ! =
Transport Assets - ‘ - & = - = = = =
Transport Assets i — - = et =

Land ) < = -
Land

i

Zoo's, Marine and Non-biological Animals - - s - - - = = -
Zoo's, Marine and Non-biclogical Animals - =1 = o o

T 3
Total Capital Expenditure on reneval, 1 - - 3908 350 2883 2883 13866 | 24 542 15 310
Renewal of Existing Assets as % of total cape:  0.0%  00% | 89% 10% | 83% 8.3% 41,3% 89,0% 83,4%
w|Renewal of Existing Assets as % of deprecn” . 0.0% 00% | 161% 747‘4% 11.9% 11.8% 71.5% 130.6% 77.6%




Emalahleni Municipality
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Description Ref

2016/17

2017/18

2018/19

EC136 Emalahleni (Ec) - Supporting Table SA34c Repairs and maintenance expenditure by asset class
e Current Year 2019/20

2ZUZ20rZT
E

Term ReévVenue &

are Fr.

R thousand 1

Audited

QOutcome

Audited

Qutcome

Audited
Outcome

Original
Budget

Adjusted
Budget

Full Year
Forecast

Budget Year
2020/21

Budget Year

+1.2021/22

Budget Year
+2 2022/23

Infrastructure

Repairs and maintenance expenditure by Asset Class/Sub-class

818

2613

2278

2278

440

406

426 |

Roads Infrastructure
Roads
Storm water Infrastructure
Storm water Conveyance
Electrical Infrastructure
MV Substations
MV Networks
LV Networks
Water Supply Infrastructure
Capital Spares
Sanitation Infrastructure
Capital Spares
Solid Waste Infrastructure
Capital Spares
Rail Infrastructure
Rail Lines
Coastal Infrastructure
Sand Pumps

Information and Communication Infrastry

Data Centres |
Community Assets

Community Facilities
Halls
Cemeteries/Crematoria
Parks
Public Open Space

Sport and Recreation Fa::ilwﬁe§

Qutdoor Facilities

Heritage assets
Monuments
Investment properties
Revenue Generating
Improved Property |
Non-revenue Generating |
Improved Property
Other assets
Operational Buildings
Municipal Offices
Housing
Staff Housing i
Biological or Cultivated Assets:
Biological or Cullivated Assets
Intangible Assets I
Servitudes
Licences and Rights

Computer Software and Applications
Computer Equipment : §
Computer Equipment é
Furniture and Office Equipment |
Fumiture and Office Equipment i
Machinery and Equipment ‘ |
Machinery and Equipment H
Transport Assets ‘
Transport Assets
Lana |
Land !

Zoo's, Marine and Non-biological Animi
 Zoo's, Marinl_ﬂ.__ gr!_d__ Non-b iqlogicd Anim;

528
528
34
34
257
55
49
153

1175

636
636
1517
1517
460
93
175
193

974

474

200
200
1507
1507
570
92
291
188

474

440

85
200
165

406

89
165
162

66

163
170

67

1312

25
130
193

(137)
(137)

914
514
130
190
80
60
80

654

454
359
30
52
13
20
20

454
359
30
52
13
20
20

300

300

66

41
20

67

42
20

1o

187
187
625
625

654

130

130
130

5597

67
67
762
782

300
300

200

200
200

67
67
762
762

300
300

P
;
)
:

650
850
444
444

Total Repairs and Maintenance! 1 |
R&M as a % of PPE |
|

__|R&M as % Operating Expenditure |

0,0%
0.0%

1.2%

3.2%




Emalahleni Municipality 2020/2021 Tabied 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.

Internship pragramme
The Municipality is participating in the Municipal Financial Management Internship

programme and has employed five interns undergoing training in various divisions of the Financial
Services Department and one in the Internal Audit Department,

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
2020/21 MTREF in May 2020.

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

MFMA Training

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

Policies

An amendment of the Municipal Property Rates Regulations as published in Government
Notice 363 of 27 March 2009, was announced in Government Gazette 33016 on 12 March
2010.

76
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BRR Table SA2 — Matrix financial performance budget (revenue source/expenditure type and
department)

EC19 Emalaeni Ec)- Supporting Tabk SAD el Fancil Perormence Budgt evenue sorceeapendiretype and dep)

Wt | Vol Vobd-BulgtVoRd-PEDA  Vok. | Vobf | Vel Vobd.[WAMEWkV-DMME Veefl- | Veefl- Vel | VB Wed- | VeS| Tw
Descipn ” Eevieand | Comon o Tresury Communly * Infashetve |CONMUNTYE OFVOTES] | OFVOTEY  [WNEOF | [VAMEQF  [WAMEOF | DMIEOF  [WIEQF | [AMEOF
conell | Senioes Gendssand | Devlopment | SOCIAL VOTEH) | VOTEH]  VOTEHY | VOTERY)  WOTEM) | VOTEM]
Stid Sences, andevn | SERVCES
R fiousind i Setfement
Revenue By Source
Pps ek . LESN 1 - - - -1 - - - . - 4y
Senice changes-elchoty e - = o a . 1% _ " ol & 5 " & i [E
Senvie Charges-vakr rerene - - - . = - . ! Al - ’ A ¥’
Servie Chrges-sanon e - - - = g 4 5 4 ~ | z . . , 5 .
Servoe herges-refse mienie - - - - 1% = - 2 = - . = : 1%
Renelof eies and equpment - - % - o - - - - = = = = : 1]
st eemed - el s ers - - e - g - - = - - . - = = 18
Nrestemed -oufnding debbrs - - P - ok ] - - - - - - - §02
Dnvidencs roeied . - - - - - - - = - - - - .
Figs, penatesnd b - - - « i - o | = 2 . = . m
Lienes and pemns - - i - 449 - - - -1 - - - 7]
Ageny senvces - - - - 147 - A - . - - s i
Ofermiene - - 14 4 § 1 - - - - - - 185
Terskes and ebsidies T3 - 1% - IR ¢l - - - 18
Gae P . - - - - - - - - - - -]
Tot! Resente exfuding eapitl transrs and contibufon ] L] (1% & B - - - - - iy
Expenditure By Type
Emplojee refzed cost ] 118 13 8 19 104 - - - - - 1]
Remuneraton of oourcs Ui - - - : S z 5 = 5 = 2 18
Debt mpamert - - Al - - - - - = - = = i)
Depreafon & zssel mpament [ u 178 k) B 1674 & - = = = - - ’ " 3%
Finaee cheges - il - = = = - < : = 2 2 L 5 i il
Bk pacheses - - - - - 1430 - - - = = = 2 5 5 T
(fermakras il 1% i ] 14 116 - - - - - - - - - i
Corfarkd sentes 1068 110 ] il 5 1 - - - - - - - - - B
Tarskrs i sipses - : - - . - ? . I ? : E . . . .
Ofiereipendire £l 510 i% ® it 114 - - - - . - - - - it
losses - - - - : - = - = - - ; 5 . = a
Tofl Expendtur: LI 1A LR [ SR 14 - - - - - - - - - i
Suplus(Defi (o M msw em M () - . 1 - - _ . . . 81
Trarsersand subedes - cap monefery aloceore)
[t Provincl and Diticl - - - - - 36 = 5 = e
Transkrs an subsdes - capial moneiy elocafors)
(etorl | el Degerent g, ‘
Foteeholds. Namoroft ettt Privae Enfeprices, }
Pt Corporane Highes Edcatione s - - - - - - - = E 5 5 & -
ek andsuosifes - captel i - o - - - - 3 - " S . o & e ” " u &
Surplusiefet aercapt franshers & (o Mm ww o g TML O - - - - - - - - -
(ontibufons ] |
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MBRR Table SA3 — Supporting detail to Statement of Financial Position

EC136 Emalahleni (Ec) - Supporting Table SA3 Supportinging detail to ‘Budgeted Finan

sial Position'

2018117

201718

2018/18

Current Year 2019/20

2020/21 Medium Term Revenue & Expenditure

Framework
Description p
Audited Audited Audited Ori B t Adjusted Full Year Pre-audit Budget Year | Budget Year +1 ! Budget Year +2
Outcome Outcome Outcome el Budge| Budget Forecast outcome 2020121 2021722 2022123
R thousand
ASSETS
Consumer debtors
Consumer deblors 14873 14 873 12 713
Less Provision for debt impaiment . E y . (8555 .gsml = s masmi (5 443)
Total Consumer debtors 8318 8318 7270
Debt impairment provisicn
Balance at the beginming of the ye ar 58 863 4265 4285 3542
Contributions to the provision 12 520 (©50), (©90) (2 486)
Bad debts witen off e Lz = = .0
Balance atend of year T mimes| 3275 3275 1076
Property. (PPE) !
PPE at costivalualion (excl finance leases) 714 432 714776 | 659 089 862 1268
Leases recognised as PPE i, ST = =
Less Accumulaled depreciation . . _ o 2TT283) . ZWBOT; . 21en - 215625
Total Property, plantand equipment (PPE) 437138 485268 1 447 478 446 503
LIABILITIES
Current liabilities - Borrowing
Shart term loans (other than bank overdraft) - - - -
Current portion of long-term liabilifies il o X e = e R
Tetal Gurrent liabilities - Borrowing o R S =
Trade and other payables
Trade Payables 25 525 16 300 15 300 16 350
Other creditors - z - -
Unspent conditonal ransfers = 788 788 o
VAT 1349 4804 4894 2012
Total Trade and other payablos 26874 20983 20983 18 a72
Non current liabilities - B ¢
Bomowing - 1 1 1 1 1
Finance leases (including PPP asset element) 779 1405 371 371 371 371
Total Non current liabilities - Borrowing 779 1407 373 373 373 73
Provisions - non-current
Retirement be nefits - - - - - — -
Refuse landfil site rehabilitation 12812 12 207 15838 15 838 15838 15838 | 15 838
Other 135 1187 1540 1540 1540 1540 | 1540
Total Provisions - non-current = 12 847 13 394 17378 17 378 17 378 17378 17 378
CHANGES IN NET ASSETS
Accumulated Surplus/(Deficit) i
Accumulated Surplus/(De fioil) - opening balance 408 406 408 405 | 527 188 527 188 577 658 652 754 652 754
GRAP adjustments E o o o 0
Festated balance 408 406 408 406 . 527 188 527 188 577 658 662 754
Surplus/Deficit) 7 380) (104 253). (79 627) (79 627) 33663 56 011
Transfers lo/flom Rese ves = (78 853) (101 798) (101 788) (126 225) (171 698)
Depreciation ofisets = o o o o 0 0
Other adjustments (440) o 0 0 4] o o
Accumulated SurplusKDeficit) 400 606 225291 345761 345761 484987 546104 538 070
Reserves !
Housing Development Fund = = = X o = -
Capilal replace ment = z el = = = 1
Seltinsurance L 2, & % i = 2
Other reserves 3 & = e = = =
FRevalualion = = o 4 - = e
(Toml Rosorves = = 3 S e - =
TOTAL COMMUNITY WEALTHEQUITY _ 400 606 | 225 201 484 987 538 070
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EC136 Emalahleni (Ec) - Table A10 Basic service delivery measurement

Description

2016/17 2017118

2018119

Current Year 2018/20

202021 Medium Term Revenue & Expenditure
Framework

Outcome Ouicome

Outcome

Adjusted
Budget

Full Year

Forecast |

Original Budget

Budget Year
202011

Budget Year +1 Budget Year +2
2021122 2123

Household service targets
Water:

Piped waler inside dwelling

Piped waler inside yard (but not in dwelling)
Using public tap (at least min_service kvel)
Other water supply (2 least min.service level)

Using public tap (< minservice level)
Other water supply (< minservice level)
No water supply

Total number of households

Sanitation/sewerage:

Flush bilet (connected to sewerage)

Flush toilet {with se ptic tank)

Chemical loilet

Pit bilet {ventiak d)

Other loilet provisions (> min.service level)

Bucket toilet
Other loilet provisions (< min service level)
No toilet provisions

Total number of households

Energy:
Electricity (at keast min service level)
Electricity - prepaid (min.service level)

Electricity (< min.service level)
Electrictty - prepaid (< min. service level)
Other energy souces

Total number of households

Refuse:
Removed atleastonce aweek

Removed less fe quently than once a week
Using communal refuse dump

Using own refuse dump

Other rubbish disposal

No rubbish disposal

Total number of households

Minimum Senvice Level and Abave sub-fotal

Below Minimum Service Level sub-ofal

Minimum Service Level and Above subJotal

Below Minimum Service Level sub-tofal

Minjmum Service Level and Above sub-fotal

Below Minimum Service Level sub-fotal

Minimum Service Level and Above sub-afal

Betow Mimmum Service Leve! subotal

Households receiving Free Basic Service
Water (6 kilolites per household per month)
Sanitation (Fee minimum level service)

Refuse (removed 2 kastonce aweek)

Electricity/other energy (50kwh per household per month)

Total cost of FBS provided

Cost of Free Basic Services provided - Formal Setlements (R1000
Waler (5 kilolites per indigent household per monfh)

Sanitation (fee sanitation service io indigent households)
Electicitylother energy (50kwh per indigent household per month)
Refuse fremoved once aweek for indigent households)

Cost of Free Basic Services provided - Informal Formal Settleme nis

'000)

=3

2900
2000

2800
2000

2900
2000

3190
2200

3346
2308

3514
2423

4900 1900 4500

5390 5654 5837

Property raies (R value threshold)

Water (kilolites per household per month)
Sanitation (kilolires per household per month)
Sanitation (Rand per household per month)
Electricty (kwh per household per month)
Refuse (average lites per week)

section 17 of MPRA)

Municipal Housing - rental rebates
Housing - fop structure subsidies
Other

(Total revenue cost of

services provided

Highest level of free service provided per household

Revenue cost of subsidised services provided (R'000)
Property raies (tariff adjustment) | impemissable values per section 17 of MPRA)

Property rates exemptions, reductions and rebates and impermissable values In excess of

Weler (in excess of 6 kilolitres per indigent household per month)

Sanitation (in excess of free sanitation service to indigent households)
Electicity/other energy (in excess of 50 kwh per indigent household per month)
Refuse (in excess of one removal & week for indigent households)

1780

1958

1780

2 1050 1780

1938 2054




