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Buffalo Thorns | Withdrawn Public 18/ 11/ 31/03/ | R288 000 R100 000
IS Ordinary 2015 2017
School Schools
Echibini 55 Finai Public 23/04/ 31 /03/ | R990 000 R150 000
School Completion | Ordinary 2014 2017

Schools
Echibini 5§ Practical Public 01/04/ 31/03/ | R1926 R144 000
School completion | QOrdinary 2015 2017 000

Schools
Emdeni SP Adjudication | Public 11/18/201 | 31/03/ | R149 000 R1 191 000
School Ordinary 5 2017

Schools
Emzi iS Schoo! | Practicai Public 01/04/ 31/03/ | R1800 R76 000

completion | Ordinary 2015 2017 000

Schools
Entilini IS Under Public 31/03/ | R270 000 R2 869 000
School Construction | Ordinary 2017

Schools
Esidwadwenti IS | Under Public 18/11/201 | 31/03/ { R111 000 R2 713 000
School Construction | Ordinary 5 2017

Schools
Hange JS Final Public 02/04/ 31/03/ | R14 213 R150 GO0
School Completion | Ordinary 2015 2017 000

Schools
Ida High School | Adjudication | Public 11/18/201 | 31 /03/ | R593 000 R1 191 000

Ordinary 5 2017

Schools
Ida High School | Under Public 01/04/ 31/03/ | R2 986 R1 500 000

Construction | Ordinary 2015 2017 000

Schools
Ikhwezi lokusa | Tender Public 02/04/ 31/03/ | R5771 R3 300 000
55 Ordinary 2015 2018 000
School Schools
Ikhwezi lokusa | Practical Public 28 31/03/ |- R231 000
58 Completion | Ordinary /0472014 | 2017
School Schools
Isivivane SS Practical Public 02/04/201 | 31 /03/ | R1 000 R180 000
school Completion | Ordinary 5 2017 000

Schools
Esethu public Planning Public 01 /04/ 31/03/ | R96 000 R2 171 000
Primary school Ordinary 2015 2017

Schools
Kwamhlontlo Documentat | Public 30 joe/ 31/03/ | R1966 R1 000 000
SS ion Ordinary 2015 2017 000
SCHOOL Schools
Madwalenij SP Under Public 11/18/201 { 31 /03/ | R92 000 R2 723 000
School Construction | Ordinary 5 2017

Schools




Mkapusi Practical Public 01 31/03/ | - - R26 000
Primary school | completion | Ordinary jo4/2013 | 2016
Schools
Matyhantya JS | Adjudication Public 18/11/201 | 31/03 | R288000 | - R1 191 000
School Ordinary 5 /
Schools 2017
Source:
Provincial ._.«mmmc_é
_”Eo_mnn name . :| Project Typeof o Start Date - 1 2016/2017 .
. 7| status _s?mm#cnn:qm acmelEa g i T
mccm vm:x “oﬂ 108 Construction | Access road in poor | 01-04-2016 31-03-2017 | R1863 000
condition
Zingqolweni location Construction | Access road in poor | 01-04-2016 31-03-2017 | R1465 000
condition
Public Transport Construction | Public Transport 01-04-2016 | 31-03-2017 | R17 086
Projects {(Emalahleni Access Roads 000
scholar transport
routes)
AC 40056 (Mthonjeni) | Construction | Access Roads 01-04-2016 | 31-03-2017 | RE 600 000
AC 40077 Construction | Access Roads 01-04-2016 | 31-03-2017 | R6 200000
(Mgqukhwebe)
AC 40076 Construction | Access Roads 01-04-2016 | 31-03-2017 | R4 300 000
{Magemfaneni Dophu)
AC 40092 (Tsembeyi) Construction | Access Roads 01-04-2016 | 31-03-2017 | R7 800000
MN 20510 {lda) Construction | Access Roads 01-04-2016 | 31-03-2017 | R6 800000
Source: ELM IDP {2017 - 2022)
CHDM Grants Allocations Budget for 2017-2020
MIG nbv_.ﬂ.b_. mwohmn._.w _"Ow Nopq\pm Non\Hm Nou.m\mo
. Projects 512017/18 2018/19 2019/20
Cluster 1 Emﬂmqwmnx_om 2<m.‘o_m 7, m Ho 13 p£
Water Backlog CHDM Cluster 1 Mhlanga Water Supply R 20 054 810 R 20 00Q R 2 000 000
000
Water Backiog CHDM Cluster 1 Mhianga and Mgwalana R4303772 | R15625325
Bulk Water Supply
Cluster 2 Water Backlog {Wards 1,2,4&6)
Cluster 2 Water backlog Project - Regional Scheme 3: R 131 000.00
Phase 1A
Cluster 2 Water backlog Project - Regional Scheme 3: R 171 000.00
Phase 18
Cluster 2 Water backlog: Regional Scheme 6 —Xonxa R 100 000.00
Cluster 2 Water backlog Project - RS1 Phase 1: Nkolonga, R 210 Q00.00

Sikhwangeni Water Supply

Region 3 Sanitation Backlog

Cluster 4 sanitation (Wards 2,3,4,5,15,16,Vukani Gu ba,&
Percy Villages)

Cluster 3 Sanitation{ Wards 7,8,9,10,11,12,13& 14}




Dodrecht Water and Sanitation Services

Immediate Water Supply Upgrades

R 5 000 000

R 5 000 000

R 5 000 000

Internal Sewer Reticulation in Tyoksville (Herry Gwala)

Upgrading of Wastewater Treatment Warks - Phase 2B:
Planning

Upgrading of Wastewater Treatment Works - Phase 2B:
implementation

R 7 500 000.00

Upgrading of Bulk Sewer and Reticulation -Phase 2 C:
Planning

R 5000 000.00

Upgrading of Bulk Sewer and Reticulation -Phase 2 C:
Implementation

R 2 000 000.00

Upgrading of Water Treatment Works - Phase 3

R 2937 180

R 5000 000.00

Upgrading of Bulk Water Supply -Phase 4: Planning

R 937 180.00

R 1062 820

R2000000.00

Upgrading of Bulk Water Supply -Phase 4:
Implementation

R 1 000 000.00

WATER SERVICE INFRASTRUCTURE GRANT
Projects = = :

2017/18

12018/19

2019/20

Cluster 2 Water Backlog

Cluster 2 (Jiputa/Makhikhi; Emazimeni ;Emagwathini
;Noluthando/Emagefaneni; Lukhavana) - Phase 2

R 13 547837

R1 000 000

Cluster 2 RS 1 - 1B (Gcina ;Qumbu ;Hala ;Mbetheni
;Kuliweni ;Xhibeni and Lokishini }- Phase 1

R20 000
000

R15 000 000

Ggebenya Small Farms Interim Water Supply

R6&6 500 000

R4 500 0Q0

Mdeni Interim Water Supply

R 5544 000

R4 612 954

Cluster 2 Water backiog Project - Regional Scheme 3:
Luthuthu Water Supply

R1.5m

R6 730 888.00

Cluster 2 Water backlog Project - Regional Scheme 3:
Phase 1C

R8m

R7 501 492.00

Cluster 2 Water backlog Project - Regional Scheme 3:
Phase 1D

R7.5m

R7 417 620.00

Refurbishment of Dordrecht WTW

R5.7m

Water Conservation and Demand Management at
Dordrecht

R6.4m

Source: CHDM IDP (2017 — 2022)

11 HUMAN SETTLEMENT PLANNING AND DELIVERY RISK MANAGEMENT

MATTERS

Table 11-1: Risk Assessment

.. RISK ..

oo | RISKMITIGATION

Poor information and analyse on need and
demand for proper planning

Human Settlement / Housing voice and demand
datahase

Poor capacity within the municipality

Appropriate structure, systems development and
resourcing

Lack of properly structured co-operation
between the municipality and the province

MOU




the communal areas.

Difficulty of resolving the secure tenure issues in Research and policy to establish secure tenure and

pilot implementation

started projects

Lack of proper control and management of the Project tracking tool and technical expertise

12 GAPS REQUIRING FILLING

The following Table outlines the key gaps that require filling to substantially strengthen the possibility of
an implementable strategy for this human settlements chapter.

Table 12-1: Gaps requiring filling

GAPS TOADDRESS oo

Establishment of the real nature of need
and demand including better analysis of
the interaction and separation of tenure
security, basic infrastructure and top
structure.

Research on the baseline documents including Provincial
MTEF, land reform stats and basic infrastructure
information plus discussion with municipalities on
summarised information

Development of rural human settlements
strategy that does not just use global
guesstimates.

Using the information from above and then linking this to
specific priority geographical areas that can have more
intensive information gathering. Closer planning linkage
with ECDoHS and Department of Rural Development &
tand Reform to develop responses.

Proper listing of completed, existing and
future projects with necessary baseline
and tracking information

Use of supplied template to co-ordinate information from
different sources and then updating and completing this in
contact with key local and provincial stakeholders. Possibly
a provincial project.

Analysis of proposed infrastructure
expenditure including water, sanitation,
roads and storm water drainage and
linkage of this to housing priority areas.

Source from provincial government documents and use
local municipality to link with existing priority areas of
human settlements need. Important to link this back to the
human settlements project pipeline to identify where
there are direct linkages.

Financing available for human
settlements and infrastructure in the
area and analysing the existing financing
allocated to the area for infrastructure,
land reform and housing and the linkage
10 established priorities

From the provincial MTEF and land reform MTEF and
linkage back to defined human settlements priorities in the
area.

13 APPROVAL

The adoption process is a very crucial stage in the implementation of the human settlements sector plan
for all the various role players, therefore it has to be conducted thoroughly. This process ensures the
approval of the human settlements sector plan (buy in process / ownership) and also ensures to smooth

delivery of the desired goals.

Table 13-1: Approval Process




a0

Presentation of 1* draft strategy report to ELM Professional Team
Presentation of final draft to Project Committee Professional Team / ELM
Consultations and Opportunity for comments ELM

Council Approval and Adoption of Final Report ELM

Consultations with the various stakeholders must be done in a way that does not create any expectations
from the communities but that provides them with the necessary information. This process should be
dealt with in a manner that is transparent and fair. After consultations have been done, comments are
then summarised and the committee must interrogate the comment and decide how each comment
should be treated.

To ensure that the human settlement sector plan has a legal status as required by the Housing Act of 1997
and Municipal Systems Act No 32 of 2000, the human settlement sector plan will have to be approved by
the Council. Once the council has adopted the human settlements sector plan, the ELM will have to
advertise the human settlement sector plan on all the relevant local newspaper to ensure that final
comments are received within 21 days. Once this process has been finalised, the human settlement sector
plan will form part of the approved (DP.

14 CONCLUSION

The human settlement sector plan also demonstrates that human settlement projects cannot be
developed in isolation; transversal co-ordination is required to ensure that the broader integrated
development is achieved within Emalahleni Municipal area.

Significant intervention has been the shift in settlement planning legislation and policy to a normative
approach, the development of environmental legislation and the inclusion of environmental and
sustainability considerations into planning legislation. Significant planning legislations include SPLUMA and
Breaking New Ground and key strategies include the NDP.

The shift from sprawling, mono-functional, low-density and car-dependent settlements to higher-density,
integrated, low-carbon and sustainable settlements is a difficult due to the entrenchment of past urban
patterns and investment. Progress has mostly been made in:

* Settlement structure: higher density, integrated (fully developed with social facilities etc.)
settlements that are well-located in term of access to jobs and facilities;

* Protection of environmentally sensitive areas and ecological corridors: hardly any formal
settlement development still takes place within ecologically sensitive areas due to stringent
environment legisiation that is integrated into planning processes. Of specific importance are the
NEMA regulations, which have completely changed planning approaches and processes. This has
probably been the most successful Act to integrate environmental issues with development actions.

Furthermore, access of all communities to engineering services such as water, electricity, sanitation, and
solid waste collection, was improved dramatically thereby lessening the direct impact of settiements on
the environment through the treatment of raw sewage.

The challenge we face to limit the impact on the environment of a growing population that is
concentrating in a number of large settlements and whose demands and consumption patterns are
increasing, is daunting. It does not only concern technical issues such as residential densities and transport
options, but is intrinsically linked to demographic, economic and cultural factors. in order to save the
environment we also need to address issues such as poverty, mass consumption, investment models and
preconceived ideas



The most important actions that should be taken from a human settlement planning perspective to
contribute to a healthy environment are:
e The role-players need to be informed and educated about the substance and processes of low-
carbon, sustainable city building: the responsibility for this lies on the shoulders of the universities
who train planners and on the shoulders of the Council for Planners who should enforce a
programme of continual education (as is required of the other buil-environment professions);
+ National government {being the agency with the most capacity) should coordinate and integrate
planning legislation with the objectives of sustainable development;
e Institutional weaknesses which prevent compliance and monitoring, remain the main stumbling
block to implementation of sustainability measures;
« A shift in values and attitudes needs to take place but the opportunities for change have to be
created and,
¢ Incentives to promote the application of renewable, water saving measures, passive building design
and other sustainability metrics must be initiated at local authority level. Municipal by-laws that
require and reward this, must be enacted.
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ANNEXURE B: PROJECTS FROM PREVIOUS HOUSING SECTOR PLANS

B1: Housing Sector Plan Projects (2008 - 2011)
Current Projects

Project Name Project Type Nao of Sites Status

Dordrecht Ph 11 R/L 48 Running
Indwe R/L R/L 14 Blocked
Cacadu Ext 5 R/L 562 Runhing
Dordrecht Ph 1 R/L 24 Current
Dordrecht Ph 11 PHP 68 Current
Enkululekweni a5 Current
Mavuya-Mayano 420 Current

Total

Planned Projects



Project Name Project Type No of Status
Sites
Mavuya settlement ISUP 500
Cacadu Ext. 1 &2 ISUP — Project Linked 318
Zwelethemba ISUP ~ PHP 267
Nxomfu Settlement ISUP —PHP 625
CacaduExt3 & 4 Integrated — P & FLS, CRU’s 250
Cacadu Ext3 & 4 Integrated — P & FLS, CRU’s 390
State Houses Rectification 12
Zwartwater- Dranti Rural Subsidies - PHP 126
Zwartwater- Dumdum Rural Subsidies -~ PHP 389
Rural Subsidies — Project
Guba Agri-Village (Restitution) Linked 420
Rural Subsidies — Project
ida Farms Agri-Village Linked 360
Gateway North integrated — P & FLS, CRU’s 80
Gateway South Integrated - P & FLS, CRU's 120
Gateway South Integrated — P & FLS, CRU's 140
Ntsokotha Hostel Redevelopment Hostel redevelopment 480
Maramastad Redevelopment CRU’s 151
Mt. Arthur Hostel Redevelopment CRU’s 600
indwe individual Subsidy 60
Dordrecht individual Subsidy 65
Cacadu Individual Subsidy 85
Mkaphus Emergency Housing 6
Cacadu Emergency Housing 15
Cumakala Emergency Housing 4
Kalfontein Emergency Housing 3
Machubeni Emergency Housing 3
Neganda Emergency Housing 2
Mavuya Location Emergency Housing 30
Dordrecht Nxomfu Springs
Resettlement Emergency Housing 35
Total | 5537
B2: Housing Sector Plan Projects (2011 - 2014)
Completed Projects
" ProjectName - DSii it ool project Type. it No of Sites' |- o Status:
3 Cradock Ph 1 . : _mov Phased approach top mm_‘:nﬁ:ﬂm (informal Hmum . noiu_mﬁmn_
. settlements) ,
Cradock Ph 2 IRDP Phased approach top structure {informal 1500 Completed
. settlements)
Cradock Michausdal R/L2 ..m.wo_u Phased approach top ﬂwcnﬁc_.m.z.wmﬁoﬂam_ 1000 - Completed
settlements)
Middelburg o . Rectification & Project Linked 1628 - Completed




Middelburg Lusaka R/L 2 : IRDP Phased approach top structure (informal
: settlements)

: Completed

Com pleted Project

 project Name - ubsidy Instrument - Project Type s 1 cumrentStatus
“Middelburg — Lusaka 592 | " P : £ Housi
2__, elburg — Lusaka 59 m | Project Linked Subsidy _.o.mﬂmma Payment Housing 80 Complete
Units . u Project
Middelburg — Kwanonzamo ., . Progress Payment Housin This project is
- Greenfields 793 Sites - Project Linked Subsidy & v & 793 complete butin
Project . .
+15% Geotec need of rectification
Middelburg - MDROS - . Progress Payment Housin This project is
Greenfields 615 Sites +7.5% | Project Linked Subsidy & ¥ & 615  complete butin
I - Project [
Geotec : need of rectification
Middelburg — 220 Subs . brogress Payment Housin "This project is
' Project Linked Subsidy m ess Fay g 220 complete but in
: " Project I
: need of rectification
Source: DoHS - ELM Housing Sector Plan 2011-2014
: r‘m‘ms,_nnoam ‘ High Income . 50 .. ,‘.._;....m}..mﬁm _.msa a

. B23.

: Total; _.

B3: Housing Sector Plan Projects (2014 - 2018)
Completed Projects

Subsid | d
Project Name unsicy Project Type P m.s_.._m Current Status
Instrument Units
Dordrecht -
mw_mz_%w: 1- Project Linked People’s Housing 1000 Completed —But Rectification
1000 subs Subsidy (Project Linked) Consultant has been appointed
Dordrecht - 1000 |Project Linked People’s Housing 1000 Completed -But Rectification
subs Subsidy {Project Linked) Consultant has been appointed
Indwe - Rfland Project Linked People’s Housing 513 Completed —But Rectification
Ph1-513subs |Subsidy {Project Linked) Consultant has been appointed
Completed —But Rectification
Indwe — 500 Project Linked People’s Housing ) piete
. . A 500 project — Assessment by NHBRC
subs Subsidy (Project Linked) . ,
is taking place

Source: ELM Housing Sector Plan 2014-2018

Current Projects

Project Name Subsidy Instrument | Project Type Units Current Status
Dordrecht - Rfland | Project Linked Rectification 1000 Consultant has
Ph 1-1000 subs Subsidy been appointed
Dordrecht - Sinako |Project Linked Progress Payment 289 Close out report
Zwelethemba 289 | Subsidy Housing Project stage

Units




Dordrecht - 2000 | Project Linked Rectification 2000
Rectification Subsidy
Dordrecht - 1000 | Project Linked Rectification 1000 Consultant has
subs Subsidy been appointed
Indwe - 500 Sites | Project Linked Rectification 500 Assessment by
Subsidy NHBRC is taking
place.
indwe - Mavuya Project Linked Progress Payment 462 Procurement Stage
462 Units Subsidy Housing Project
Indwe - West Project Linked Rectification 160 Current Project -
Gateway 160 Units | Subsidy Contractor has
been appointed
Source: ELM Housing Sector Plan 2014-2018
Planned Projects
Project Name|Type of project _”_;ﬂ.m”.* Ummwa_mﬂzos Ownership Dev. Status Comment
Bordrecht Vacant, Un- Golf course portion
800 IRDP 0 Greenfield |Mun {?) serviced, Un- of land including in
surveyed development,
Vacant, Un- Land to be
State land )
Indwe 800 IRDP 800 Greenfield junder tile by serviced, Un- .Qm:ﬂnm_.“.m.q to
DRDLR (2) surveyed municipality by
DRDLR
Vacant, Un- .
indwe FLISP Greenfield {Mun (?) serviced, Un- Project at tender
Westgate stage
surveyed
Vacant, Un- X
Cacadu 800  [IRDP 800 Greenfield [Mun (?} serviced, Un- _u_.oEmB with bulk
surveyed services.
Emergency Individual
160 subsidy on 160 No Site Mun {?) ?
exiting land
Emergency Individual
subsidy on 300 No Site Mun (?) ?
300 s
exiting land
Source: ELM Housing Sector Plan 2014-2018
Progress report current project
. Middelburg Lusaka R/L 2 324 - Completed
6152

. Total

Total




CHAPTER 10 — FINANCIAL PLAN

DISCUSSION

Budget Circular 108 clearly highlights the difficult economic and fiscal choices confronting
government over the next several years. Therefore, Municipalities therefore need to exercise
caution when they prepare their 2020/21 MTREF budgets to ensure synergy with national economic
and fiscal prudency.

The South African economy contracted by an estimated 7.2 per cent in 2020 compared with the 7.8
per cent contraction projected in the 2020 Medium Term Budget Policy Statement (MTBPS). The
revised estimate results from easing lockdown restrictions in the third quarter and a faster-than-
expected resumption of global growth, especially in China. The National Treasury projects real
economic growth of 3.3 per cent in 2021, following an estimated contraction of 7.2 per cent in 2020.
Real GDP growth is expected to moderate to 1.9 per cent in 2022 and 2023.

The outlook remains highly uncertain, and the economic effects of the pandemic are far-reaching.
There were 1.7 million fewer jobs by the third quarter of 2020 compared to the same period in 2019.
Rising unemployment and income losses have entrenched existing inequalities. GDP is only
expected to recover to pre-pandemic levels in late 2023. High-frequency data for the third quarter,
such as the volume of electricity distributed, mining and manufacturing output, business confidence
and the ABSA Purchasing Managers’ Index (PMI) shows evidence of a limited economic rebound.
Over the next three years, municipalities will have to adjust to significant changes in expenditure
plans while improving accountability.

The 2021 Budget protects transfers that focus on infrastructure, service delivery and COVID-19
spending while reducing those spent less effectively. The 2021 Budget includes funding for
initiatives to improve municipal revenue collection and support financially distressed municipalities.
National Treasury encourages municipalities to maintain tariff increases at levels that reflect an
appropriate balance between the affordability to poorer households and other customers while
ensuring the municipality's financial sustainability. The Consumer Price Index (CPl) is forecasted
to be within the lower limit of the 3 to 6 per cent target band; therefore, municipalities are required
to justify all increases in excess of the projected inflation target for 2021/22 MTREF in their
budget narratives and pay careful attention to the differential incidence of tariff increases across all
consumer groups.,

It is noted that the tariff increases by Eskom and Water Boards are above inflation and should be
considered as such while determining cost-reflective tariffs. In addition, municipalities should
include a detail of their revenue growth assumptions for the different service charges in the budget
narrative.

Local government also confronts tough fiscal choices in the face of financial and institutional
problems that result in service-delivery breakdowns and unpaid bills. Municipalities can offset
these trends by improving its own revenue collection, working more efficiently and implementing
cost-containment measures.

The National Energy Regulator of South Africa (NERSA) is responsible for price determination of
the bulk costs for electricity. In March, NERSA approved a municipal tariff increase of 6.9 per cent
effective 1 July 2020 (1.2 per cent lower than the tariff increase in Multi-Year Price Determination
(MYPD) 4 period due to differences in municipal and national financial years).



The outer two years of the 2021 MTEF use 8.9 per cent, which is an average annual tariff increase
used for the NERSA’s multi-year price determination period of 1 April 2019 to 31 March 2022,
Moreover, the outer year is anticipated to be the first year of the MYPD 5 period, yet to be
published.

The Salary and Wage Collective Agreement for the period 01 July 2018 to 31 June 2020 has
come 1o an end and a new agreement is under consultation, which we hope will take into account
the current fiscal constraints faced by government. Therefore, in the absence of any information in
this regard from the South African Local Government Bargaining Council (SALGBC),
municipalities are advised to take into account their financial sustainability when considering
salary increases. It has been observed over the previous years that salary increases were above
inflation. In addition, municipalities that could not afford such increases did not apply for exemption
as provided by SALGBC.

Given the scarce financial resources and intention of having a funded budget for the 2021/2022
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.

Summary of Draft Budget

The Total realistically anticipated Operating Revenue budget forecasted amounts to

R 35.222 million excluding transfers recognised. This amount is significantly lower when compared
with the 2020/2021 Adjusted budget currently been implemented that amounted to R 55.965 million.
The decrease is due anticipated economic impact due to coronavirus pandemic.

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.

Grants
Operating Grant Income is R142.852 million which constitutes 80% of the total operating revenue
budget whilst own revenue constitutes only 20% of the final budget.

Own Revenue
The Municipality has budgeted all its revenue based on realistically anticipated estimates keeping
the requirements of Circular 108 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 179.447 million resuiting in an R 1,3m deficit before capital transfers



Employee related costs including Councillor allowances now represent 59% of operational
expenditure for 2021/2022, it further goes up to 56% in 2022/23 and to 56% in 2023/24 which is
above NT maximum threshold of 40%.

General expenditure: An approach to either cut expenditure or keep it in fine 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. The project expenditure has been
aligned to the SDBIP for 2021/22 in line with the mSCOA regulations, therefore where previous
projects have been concluded / reprioritized, there has been no budget allocated.

Below is a Summary of the 2021/22 draft budget as contained in A4 of the Financial Performance

Budget.
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Capital expenditure budget

The Capital expenditure budget is currently R54.384 million. The capital portion of the MIG budget
allocated is R 33.511 million. The capital portion of the INEP Grant allocation is R 19.440 million.
The capital portion of the EPWP grant is R0.663 million. The capital budget funded from internally
generated funds amounts to R0.770 million for 2021/22. The capital budget allocation for 2021/22
has decreased when compared to the 2020/21 Adjusted Budget of R 55 929. The capital budget for
outer years is R18 761 million in the 2022/12 financial year and then in 2023/24 increases fo
R18 761 million.

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.

Unlike multi-year capital appropriations, single-year appropriations relate to expenditure that will be
incurred in the specific budget year such as the procurement of vehicles and specialized tools and
equipment. The budget appropriations for the two outer years are indicative allocations based on
the departmental business plans as informed by the IDP and will be reviewed on an annual basis to
assess the relevance of the expenditure in relation to the strategic objectives and service delivery
imperatives of the Municipality. For the purpose of funding assessment of the MTREF, these
appropriations have been included but no commitments will be incurred against single-year
appropriations for the two outer-years.

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

Below is the draft capital expenditure.
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Funded status of the Budget and new budget requests.

The Cash backed reserves/accumulated surplus reconciliations (A8) after all these changes reflects
a Net Surplus of R 150.198 million for 2021/22, R 123.600 million and R 123.600 million for the two
outer years, which then reflects a funded budget. The other provisions inciuded in the table below
consists of reasonable expected outfiows in relation to these provisions over the MTREF.

EC133 Emalahieni (Ec) - Table A$ Cash backed reservesi/accumutated surplus reconciliation
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Description Refi b37118 01819 2010428 Cunrent Year 2020421 .
Expenditure Framework
R theusand Audited Audited Audited Qriginal Adjusted Fuli Year Preudit | Budges Year | Budget Year | Budget Year
Qutcomne Guicome Qutceme Audget Budget Foretast outcome Fipairz Y P 2 NN
Cz3h 3nd invesiments 3vailable
Dogn/selh agnvaeas Ry o 1 - 2R L0 15,77 tegand e 13,442 - 5% £,0A2 iR
Diner dument oWEEnT v U O8YS 5 HBEE 8 558 1E5 318} [edtike )] 143,513 - 23 138,785 {53,225
Non Sumsnt BRTEY - VESITANS 4 - - - - - - - - - -
Gash and investments available; 21018 21484 e ,45% 20,493 25,433 - 70,147 44,076 41,976
A
7Y 758 1% - 16848 [14 428 - gl s 3
3 - 1403 17324 (B8} 167 468 15T A5 - £0.451) kT
FVEETTENS SOmnIEY 4 - - - - - - - - - -
Totsl Appiicatfon of cazh and inveatments: 17 B4 34,544 1844 {6,566} {84,558 161,896 Z {80,051 % 181825 {81,865,
Surpiusishordaily 3678 113,460 133,153} 8,33 182,351 102,354 - 130,188 123,600 17,680

From the above table it can be seen that the cash and investments available total positive R 70.147
million in the 2021/22 financial year and progressively decreases to R 41.976 million by 2021/22,
including the projected cash and cash equivalents as determined in the cash flow forecast. The
following is a breakdown of the application of this funding:

Unspent conditional transfers (grants) are automatically assumed to be an obligation as the
municipality has received government transfers in advance of meeting the conditions. Ordinarily,
unless there are special circumstances, the municipality is obligated to return unspent conditional
grant funds to the national revenue fund at the end of the financial year. In the past these have
been ailowed to ‘roll-over and be spent in the ordinary course of business, but this practice has
been discontinued.

The main purpose of other working capital is to ensure that sufficient funds are available to meet
obligations as they fall due. A key challenge is often the mismatch between the timing of receipts of
funds from debtors and payments due to employees and creditors. High leveis of debtor non-
payment and receipt delays will have a greater requirement for working capital, resulting in cash
flow challenges. Any underperformance in relation to collections could place upward pressure on
the ability of the Municipality to meet its creditor obligations.

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

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




Clear separation of receipts and payments within each cash flow category;

Clear separation of capital and operating receipts from government, which also enables cash from
‘Ratepayers and other’ to be provide for as cash inflow based on actual performance. In other words,
the actual collection rate of billed revenue., and

Separation of borrowing and loan repayments (no set-off), to assist with MFMA compliance
assessment regarding the use of iong term borrowing (debt).

FACTORS THAT WERE CONSIDERED IN FINALISING PREPARATION OF THE 2021/22
DRAFT BUDGET

The below are the assumptions used on the cash flow:
Collection rates used:
“Rates and Refuse: 65%

Rentals: 85%

Electricity: 95%

Interest on Debtors: 60%

Expenditure items are projected at 100% spend.

The Debtors we used an average of 65% collection and provided for the impairment provision.
Increased the provision for Creditors by the same percentage as the increase on total expenditure
year on year (2022 5%, 2023 6%, 2024 7%).

The provisions included in Table A8 are based on calculated reasonable expected cash outflows
over the MTREF. Employee benefits are based on the average pay-out over the last 5 audited years
and Rehabilitation of Landfill site is expected on the actual outflows expected in the current year
and outer years have been recorded in full.

There are developments being undertaken within the municipality’s three towns which will result in
more billings and also new tariffs as the developments are business in nature.
Proper Implementation of credit control policy.

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 priorities were reviewed as part of this year's
planning and budget process. In addition, the municipality during February 2021 proactively
embarked on a strategic long-term financial sustainability exercise to ensure that this budget, as
well as future budgets, is compiled to ensure that services to the community remains at high levels
without overburdening the consumers of municipal services with excessive tariffs,
The main items identified by the strategic planning exercise can be summarised as follows:

% Improved service delivery;
%+ Underdeveloped areas;
< Impoverished communities;



*
..’

Co-operative governance,

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

Land availability for establishing tip-sites;

Alternative service delivery options;

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

Risk management;

Improved planning and beyond 5 years;

High crime rate;

Service delivery backlogs;

Improved maintenance programs;

Local economic development facilitation;

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

Tourism initiatives; and

Improved public participation.
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For each of these risk areas the municipality is compiling business plans to prioritise expenditure
according to the risk ratings. These business pians will all be implemented over the MTREF period
according to available funding.

The Municipality has also embarked on implementing a range of revenue collection strategies to
optimize the collection of debt owed by consumers. Furthermore, the Municipality has undertaken
various customer care initiatives to ensure the municipality truly involves all citizens in the process
of ensuring a people lead government. The 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 ,99 and 108 as well as the Strategic

Workshops and IDP consultation processes, were mainly used to guide the compilation of the

2021/22 MTREF. Some of the key challenges faced by the municipality when compiling the budget

were:

The ongoing difficulties in the national and local economy;

Effects of the COVID-19 pandemic on the municipal finances;

Aging roads and electricity infrastruciure;

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

YV V VY

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 projects.

The following budget principles and guidelines directly informed the compilation of the 2021/22
MTREF:

The 2020/21 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 2021/22 annual budget;

2019/20 Audited Annual Financial Statements amounts as published in the Annual Report.

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 butk electricity. In addition, tariffs
need to remain or move towards being cost reflective, and should consider the need o 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 as it has been a case for
the past 2 financial years;

In view of the aforementioned, the following key assumptions provide a consolidated overview of
the proposed 2021/22 Medium-term Revenue and Expenditure Framework:

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 {o 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 aiways 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. There is a greaier need to provide debt eradication incentive schemes as
well as write off of long outstanding uncollectable debt.

National Treasury’s guidelines and macroeconomiic policy;
Limited growth in the Municipality and continued economic development;

Efficient revenue management, which aims to ensure an improve percentage increase in annual
collection rate for property rates and other key service charges. This percentage is low compared
to past history, but is being calculated conservatively due to the signs of financial stress currently
being experienced;

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

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



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

Increase ability to extend new services and recover costs;

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

Tariff policies of the Municipality.

The inflation forecasts for the MTREF period is on average 3 % per annum as guided by Circular
108. 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.

Total revenue, excluding capital transfers, is estimated at R178.074 million for 2021/2022 and
increases to R208.242 million in 2022/2023 and increases to R208.242 million in 2023/2024. This
represents a year-on-year variance of 17% between 2022/2023 and 2023/2024.

Revenue to be generated from property rates is R8.046 million in the 2021/2022 financial year and
increases to R10.107 million by 2022/23 and 2023/24 which represents only 12.9 % overthe MTREF
of the operating revenue base (excluding capital transfers) of the municipality and therefore does
not represent a significant funding source for the municipality. It remains relatively constant over the
medium-term and tariff increases have been factored the inflation index for each of the respective
financial years of the MTREF.

Services charges relating to electricity and refuse removal constitutes the biggest component
of the revenue basket of the Municipality totalling R14.596 million for the 2021/2022 financial year
and increasing to R29.422 million by 2022/23 and 2023/24. For the 2021/2022 financial year
services charges amount to 8.19 % of the total revenue base, increases to 14.12 % over the MTREF
period.

Transfers recognised — Amount to a total of R142.852 million in 2021/2022, R150.951 million and
R150.951 million over the MTREF. This represents a consistent 80%, 72% and 72% of the total
revenue over the MTREF. This simply means that the municipality is highly dependent on grant
funding and the municipality's revenue base is very low, this will pose serious challenges in the
MTREF due to the severe impact on the economy of the Corona virus pandemic, as the number of
consumers who are able to pay will decrease and the indigent cansumers will grow as a result of
job losses.

Operating grants include the local government equitable share which is not a conditional grant and
other operating grants that are conditional grants from national and provincial government.
Transfers are fluctuating according to grants provided for by the respective governments. Due to
the corona virus pandemic the government has announced that it will be shifting funds meant for
provingial, district and local municipalities to the Health department in particular and therefore there
will are foreseeable changes to the National budgeted transfers and grants that will affect the
amounts transferred to municipalities. 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




The budgeted allocation for employee related costs for the 2021/2022 financial year totals R105.103
million, which equals 59 % of the total operating expenditure. This percentage decreases to 56%
in 2022/2023 and 56% in 2023/2024. Due to the fact that the Collective Agreement has expired and
it is currently being negotiated, the estimates will likely change in the final budget to be adopted in
May 2021.

The cost associated with the remuneration of councilors is determined by the Minister of Co-
operative Governance and Traditional Affairs in accordance with the Remuneration of Public Office
Bearers Act, 1998 (Act 20 of 1998). The most recent proclamation in this regard has been
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 2021/2022 financial year, there is no
budgeted amount as the municipality is expecting to conduct a data verification exercise to
determine the debt requiring write-off, thereafter R4.410 million and R4.410 million 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 downhili 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 fotal 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 R20.000 million for the 2021/2022
financial year, R 20.000 million for the outer years and equates to 11.1 per cent of the total operating
expenditure and slightly increases to 9.3% and 9.4% in 2022/2023 and 2023/2024 respectively
Bulk purchases are directly informed by the purchase of electricity from Eskom. The annual price
increases have been factored into the budget appropriations and directly inform the revenue
provisions. The expenditures include distribution losses. Electricity bulk purchases represent 6.68
% of total expenditure and increases slightly to 6.72% and 6.76%.

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

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 considered to ensure the financial sustainability of the Municipality.

National Treasury continues to encourage municipalities to keep increases in rates, tariffs and other
charges as low as possible. Municipalities must justify in their budget documentation all increases
more than the 4.9 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 external agency, the impact it has on the



municipality's electricity tariffs are largely outside the control of the Municipality. Discounting the
impact of these price increases in lower consumer tariffs will erode the Municipality’s future financial
position and viability. The tariff increase for electricity is 6.22% that is in line with the NERSA
guideline.

The 2021/22 Budget is based on the assumption of an average collection rate at about 60%. We
will also endeavour to coliect 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.

It must also be appreciated that the consumer price index, as measured by CPI, is not a good
measure of the cost increases of goods and services relevant to municipalities. The basket of goods
and services utilised for the caiculation 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 fevel reductions.
Within this framework the Municipality has undertaken the tariff setting process relating to service
charges as follows.

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 Municipai
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.

\7

The categories of rateable properties for purposes of levying rates and the proposed rates for the
2021/22 financial year based on a inflation based 3 per cent increase from 1 July 2021.

Sale of Electricity and Impact of Tariff Increases

Electricity has been adjusted to be increased by an average of 6.22% from 10% in the draft budget
in line with NERSA guidelines. These tariffs are subject to approval by NERSA.



Considering the Eskom increases, the consumer tariff had to be increased by 6.22% 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.

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.

This revenue source is driven by consumer demand. The municipality has observed a slight
reduction in the demand as tariffs increases and electricity losses persist which has caused a slight
redugction in the electricity revenue collected. There is also an indication that the adjusted budget
figures had been over projected and this draft budget seeks to realign this projection to more
realistically collectable levels. This has resulted in the budget figures not necessarily reflecting the
proposed tariff increases.

Electricity is regarded as a trading account which should make a profit, although NERSA monitors
and limits this profit {o about 6.22% 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 6.4% 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.

Waste Removal and Impact of Tariff Increases

The refuse revenue projections have been based on the number of billable debtor accounts as per
category. This number of debtors are affected by the data cleansing exercises that the municipality
is constantly engaging in that can cause a reduction or an increase in number of debtors to be billed
The Municipality should implement a solid waste strategy to ensure that this service can be rendered
in a sustainable manner over the medium to long-term.

The main cost drivers for this section are repairs and maintenance on vehicles, increases in general
expenditure such as petrol and diesel and the cost of remuneration. In addition, the cost of new
landfill sites, the effect of depreciation and rehabilitation on these landfill sites all plays an important
role as cost drivers. Considering the deficit, it is recommended that a comprehensive investigation
into the cost structure of solid waste function be undertaken, and that this include investigating
alternative service delivery models. The outcomes of this investigation should be incorporated into
the next planning cycle.



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 2020.

Comparison between current waste removal fees and increases

Waste manzgement tarifa
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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%.

Operating Expenditure Framework

The Municipality's expenditure framework for the 2021/2022 budget and MTREF is informed by the

following:

Guidance provided by National Treasury in Circulars 71, 82, 93, 94, 98, 99 and 108.
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 2021/2022 budget and MTREF (classified per

main type of operating expenditure):
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Main operational expenditure categories for the 2021/22 financial year
Priority given to repairs and maintenance

Aligned to the priority being given to preserving and maintaining the Municipality’s current
infrastructure, the 2021/2022 budget and MTREF provide for extensive growth in the area of asset
maintenance, as informed by the asset management policy and repairs and maintenance plan of
the Municipality. In terms of the Municipal Budget and Reporting Regulations, operational repairs
and maintenance is not considered a direct expenditure driver but an outcome of certain other
expenditures, such as remuneration, purchases of materials and contracted services. Considering
these cost drivers, National Treasury reguires municipalities to adapt their costing systems to reflect
these costs as Repairs and Maintenance. R5.014 million, R7.788 million, R7.728 million has been
budgeted for repairs and maintenance in the MTREF which represents 2.5%, 3.7% and 3.6%
respectively.

During the compilation of the 2021/2022 MTREF operational repairs and maintenance was identified
as a sfrategic imperative owing to the aging of the Municipality’s infrastructure and historic deferred
maintenance.

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 2021/2022 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 for the purpose of free basic services totals R5.654 million for the 2021/2022
financial year and increases to R5.937 million in 2022/2023 and 2023/2024 respectively.
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Expenditure by major type

Bulk purchases have significantly increased from the 2020/2021 Adjusted budget of R13.892 million
to R14.300 million R15.015 million and R15.765 million over the outer years of the MTREF. These
increases can be attributed to the substantial increase in the cost of bulk electricity from Eskom.
Employee related costs, depreciation, contracted services, other operating expenditure and bulk
purchases are the main cost drivers within the municipality and alternative operational gains and
efficiencies will have to be identified to lessen the impact of wage and bulk tariff increases in future
years.

Employee related costs including Councillor allowances now represent 54% of operating
expenditure for 2020/2021, it further goes up to 55% in 2021/22 and to 56% in 2021/22 which is
above NT maximum threshold of 40%.

Depreciation amounts to R19.384 million for the 2021/2022 financial year, R 20.353 million and
R21.371 million for the outer years and equates to 9.7 per cent of the total operating expenditure
and slightly increases to 9.8% and 9.10% in 2021/2022 and 2022/2023 respectively.
Contracted services constitute R 35.835 miflion, R37.176 million and R34.738 million. The
contracted services represent 17.85 % , 17.81% and 16.18% respectively over the MTREF.
The contracted services is made up of the following:

1) INEP = R19.440 million

2) Legal fees (R6.500 million)

3) Security services= R4.200 million ,

4) Finance Management Grant = R3.100 million,

5) EMS financial system licence fees and mSCOA running costs =R2.500 million and

6) Audit fees = R4 million

MBRR Table A6 -Budgeted Financial Position



EC136 Emalahleni (Ec) - Table A6 Budgeted Financial Position

2222 |1 &
Description Refi 201718 2048118 201320 Current Year 202321 2l mﬁ:_s Term Revenve
Expenditure Framework
R thousand Audited Audited Audited Original Adjussed Full Year Pre-audit i Budpet Year ; Budgel Year | Budget Yesr
Ouiceme Ouicome DOuicome Budget Budgel Forecast oulcome 20z5ee 22T 4720232
ASSETS
Current aszets
558 [ERShy 5350 a3 Pen 7.0 70 - 43 753 e
* 33 ERIE s 13455 455 434853 - reR i) e 2537
4 1535 THIH .28 15533 155 15BTE - 1350 13873 Bk
3 B 482 453 & i = - 125 2t o
Curent ooion o inp-teern receovabies - - - - - - - - - -
Pyt z - - - 4 0 ¢ - ¢ I G
Totsl current zsaets 40,875 43,024 25,830 %056 37 402 ir4n - 83,722 35,932 53,530
Non current assets
Lompee rEleVETES - - - - - - - - - -
413 4,448 147 2043 4048 4% - 4140 £a% 41485
ks X R ATLIZA 43555 L5183 255057 Lo - 4B A0.482 45 288
e - a5t 25 £52 <32 25 - 4z 3% =
{imar momoment 2oe'y 87 53 162 183 B2 €L - 5] )
Totsl non current 23sets 434 656 455,137 441,231 449 947 472,881 472,881 - 485 947 485,477 485,577
TOTAL ASSETS 445,552 304,082 467,061 456 003 314,284 [ ii%t] - 3£ 669 108 341,506
LIABILITIES
Gurren fiabilities
Sank oyenaest * - - - - - - - - - -
Torouwnng 2 - - - - - - - - - -
Congumas fapazn - 7z T G 4 - < s
Trade ang oler payahisg 4 5§70 EiR i 253 355 2R - 73358
SOvEIng 2038 22534 20,653 2458 29,877 - 450
Total current iy 38,235 57,7138 41,083 30,933 {35,514} - {35,236}
Non current liabilities
e - - - - - - - - i ¢
Feownong 12857 12587 13,685 HEed 138D 13530 - 14658 1800 fERed
Totzl non gurrent lizbilities 12,947 12,947 13,88 $3.300 13,500 £3,500 - z.wm.m Mm.m% 18,008
TOTAL LIABILITEES 31.18% 70,585 14,579 44,433 {37,534} {37,114} - {32,279} {35,218} 133.238)
WET ASSETS 3 444,350 433,397 412,082 441,510 347,387 547,337 - 501,948 376,342 576, 3142
GORBMUNRITY WEALTH/EQUITY
LTl FY ) 3547 2315 403,843 441 570 AEG TR 455030 455227
Begaass £ - - - - - - - - - -
TOTAL COMRMUNITY WEALTH/EQUITY 5 23,843 430,135 409,513 £41.574 499798 433,738 - 488,78 488 120 489,427

The statement of financial position

investments amounting to R13.495 million for the 2021/2022 financial year.

reflects a positive cash position of R7 million as well as call

Consumer debtors of R7.213 million for 2021/2022 financial year

Property, plant and equipment is reflecting a healthy asset base of R 459.973 million for 2021/2022,
R463.706 million and R446.503 million for the outer years

Trade and other payables reflects R13.372 million for the 2021/2022 financial year

Provisions non-current are estimated at R17.378 million for the 2021/2022 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.
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Explanatory notes to Table A7 - Budgeted Cash Flow Statement

The budgeted cash flow statement is the first measurement in determining if the budget is funded.
it shows the expected level of cash in-flow versus cash out-flow that is likely to result from the
implementation of the budget.

The 2021/2022 MTREF has been informed by the planning principle of ensuring adequate cash
reserves over the medium-term.

Cash and cash equivalents were estimated to total R82.198 milfion in 2021/2022 financial year and
increases to R123.977 million as at the end of the 2021/2022 financial year.

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

The cash backed reservesfaccumulated 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 2021/22
MTREF the end objective of the medium-term framework was to ensure the budget is funded and
aligned to section 18 of the MFMA.

MBRR Table A9 - Asset Management

Explanatory notes to Table BY - Asset Management

Table B9 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
wilt highlight the Municipality’'s maintenance backlog. 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 fo align all repairs and maintenance expenditure to that cost driver.

MBRR Table A10-Basic Service Delivery Measurement

Part 2 — Supporting Documentation
Overview of the annual budget process

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

The Budget Steering Committee consists of the Municipal Manager and senior officials of the
municipality meeting under the chairpersonship of the Portfolio Head Councillor of Financial
Services/Mayor.

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

that the process followed to compile the budget complies with legislation and good budget practices;
that there is proper alignment between the policy and service delivery priarities set out in the
Municipality's IDP and the budget, taking into account the need to protect the financial sustainability
of municipality; that the municipality’'s revenue and tariff setting strategies ensure that the cash
resources needed to deliver services are available; and



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

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 2018) a time schedule that sets out the process to
revise the IDP and prepare the budget.

The Mayor tabled in Council the required IDP and budget time schedule by 31 August 2020.

IDP and Service Delivery and Budget implementation Plan

The Municipality’s |DP 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 Pian. The Process Plan applicable to the fourth
revision cycle included the following key IDP processes and deliverables:

e 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 maonitoring processes.

The IDP has been taken into a business and financial planning process leading up to the 2019/20
MTREF, based on the approved 2018/19 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 2019/20 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 2018/19 Departmental Service Delivery and Budget
Implementation Plan. Business planning links back to priority needs and master planning, and
essentially informed the detail operating budget appropriations and three-year capital programme.

Financial Modelling and Key Planning Drivers

As part of the compilation of the 2019/20 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 201 9/20 MTREF:

Municipality growth

Policy priorities and strategic objectives

Assef maintenance

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

Performance trends

The approved 2018/19 adjustments budget and performance against the SDBIP

Cash Flow Management Strategy
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Loan and investment possibilities
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Improved and sustainable service delivery

-

7
0.0

el

.
5

-
o

[n 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 prioritisation process.

Overview of alignment of annual budget with IDP

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

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

Integrated developmental planning in the South African context is amongst others, an approach to
planning aimed at involving the municipality and the community fo 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 refiected in the IDP of the municipality. A clear
understanding of such intent is therefore imperative to ensure that the Municipality strategically
complies with the key national and provincial priorities.

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

Government Programme of Action;

Development Facilitation Act of 1095,

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 National Priority Outcomes.

The Constitution requires local government to relate its management, budgeting and planning
functions to its objectives. This gives a clear indication of the intended purposes of municipal
integrated development planning. Legislation stipulates clearly that a municipality must not only
give effect to its 1DP, but must also conduct its affairs in a manner which is consistent with its IDP.
The following table highlights the IDP’s five strategic objectives for the 2018/19 MTREF and further
planning refinements that have directly informed the compilation of the budget:

IDP Strategic Objectives

2018/19 Financial Year 2019720 MTREF

1. To ensure that cost effective, 1. To ensure that cost effective, appropriate and
appropriate and efficient services are efficient services are delivered (KPA Service
delivered (KPA Setrvice delivery) delivery)

5 To ensure that conditions are created | 2. To ensure that conditions are created which
which stimulate the growth of the local stimulate the growth of the local economy
economy {KPA LED) (KPA LED)

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 4. To have a transparent and performance
performance driven organisation (KPA driven organisation (KPA Good governance
Good governance and public and public participation)
participation)

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

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.

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 {o 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 [DP revision and planning cycles as well as changing environments
were taken into consideration in the compilation of the new IDP.
The 2021/22 MTREF has therefore been directly informed by the IDP revision process.

Measurable performance cbjectives 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 legisiative 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 turn is directly linked to individual employee's performance.

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



tdentify desired impacts

Specify performance

Asgsess and adjust
indicators

Settargets and

Monitor and take
allocate resources

corrective action

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:

(]
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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).
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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:

Performance indicators and benchmarks
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 foliowing financial
performance indicators have formed part of the compilation of the 2021/22 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 to operating expenditure is a measure of the cost of borrowing in relation to the
operating expenditure. It can be seen that the cost of borrowing is steady 1.7 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 2021/22 and no other borrowings are planned over the MTREF period.
The Municipality's debt profile provides some interesting insights on the Municipality’s future
borrowing capacity. Firstly, the use of amortising loans leads to high debt service costs at the
beginning of the 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 2021/22 MTREF the potential of
smoothing out the debt profile over the longer term will be investigated.

Safety of Capital

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

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

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 2021/22 MTREF the current ratio is 1,1 and 1.6 and
2.0 respectively for the two outer years of the MTREF, 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. Ideally the municipality should have the
equivalent cash and cash equivalents on hand to meet at least the current liabilities, which should
translate into a liquidity ratio of 1. Anything below 1 indicates a shortage in cash to meet creditor
obligations. For the 2021/22 financial year the ratio was 0.5 and it increases to 0.8 and 1.2% for the
outer years of the MTREF which is an indication of a financially distressed Municipality,
management has dramatically cut on expenditure and non-obligatory commitments and by the end
of MTREF the municipality shows an improved cashflow and financial health of the municipality.

Revenue Management
As part of the financial sustainability, an aggressive revenue management framework should be
implemented to increase cash inflow, not only from current billings but also from debtors that are in



arrears more than 90 days. The intention of the framework should be to streamline the revenue
value chain by ensuring accurate billing, customer service, credit control and debt collection. The
collection rates in this indicator is based on all cash receipts, also for direct income. The collection
rate used for the calculation of debtors’ payments was average of 30 per cent and should increase
if the municipality wants to be financial stable as a going concern conservative approach in order to
cater for the current negative economic climate.

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.

Other Indicators

The municipality needs to know what causes high electricity losses. The municipality has then fo
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 employes 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.

Free Basic Services: basic social services package for indigent househoids

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
sanitation and free waste removal equivalent once a week, as well as a discount on their property
rates.

Further detail relating to the number of households receiving free basic services, the cost of free
basic services, highest level of free basic services as well as the revenue cost associated with the
free basic services is contained elsewhere in this report.

Overview of budget related-policies

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



There was a policy review workshop during the month of March & April 2020 so as to make sure all
users of it understand it. The following is a broad framework of all the policies the council have:

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

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

The 2021/22 MTREF has been prepared on the basis of achieving an average debtors’ collection
rate of 55 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.

Asset Management, Infrastructure Investment and Funding Policy

A proxy for asset consurnption 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 aliows many assets to 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 to 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).

Budget Adjustment Policy

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

Supply Chain Management Policy

The Supply Chain Management Policy was reviewed presented to Council in May 2021. Any
amendments policy to the policy will be considered by Council when it arises of which the
amendments will be extensively consulted on.

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
2021 and is expected to be adopted before the end of the financial year to be implemented in the
2021/22 financial year.

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.

Tariff Policy

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

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

Property Rates Policy;

Funding and Reserves Policy;

Budget Policy; and

Basic Social Services Package (Indigent Policy}.
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Overview of budget assumptions
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 201 9 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.

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 2019/20
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.



Credit rating outlook

The Municipality did not perform a credit rating outlook.
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.

Collection rate for revenue services

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

The rate of revenue collection is currently expressed as an averaged percentage (65 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.

Growth or decline in tax base of the municipality

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

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

Salary increases

An 5% increase have been provided for Councillors, a provision of 6% increase has been made for
employee related costs and a 6% increase has been provided for Directors remuneration increase.
Employee related costs including Councillor allowances now represent 59% of Total expenditure
which is above NT maximum of 40%. The municipality will continue to improve its revenue
enhancement and delay filiing of non- crucial posts to ensure the percentage is brought down and
maintained under control.

Impact of national, provincial and local policies

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

national priorities form the basis of all integration initiatives:

Creating jobs;



Enhancing education and skill development;
Improving Health services;

Rural development and agriculture; and
Fighting crime and corruption.

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

Ability of the municipality to spend and deliver on the programmes

It is estimated that a spending rate of at least 97 per centis achieved on operating expenditure and
100 per cent on the capital programme for the 2021/22 MTREF of which performance has been
factored into the cash flow budget.

Cash Backed Reserves/Accumulated Surplus Reconciliation

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

What are the predicted cash and investments that are available at the end of the budget year?
How are those funds used?
What is the net funds available or funding shortfall?

A surplus would indicate the cash-backed accumulated surplus that wasfis available. A shortfall
(applications > cash and investments) is indicative of non-compliance with section 18 of the MFMA
requirement that the municipality’s budget must be funded’. Non-compliance with section 18 is
assumed because a shortfall would indirectly indicate that the annual budget is not appropriately
funded (budgeted spending is greater than funds available or to be collected). It is also important
to analyse trends to understand the consequences, €.9. the budget year might indicate a small
surplus situation, which in itself is an appropriate outcome, but if in prior years there were much
larger surpluses then this negative trend may be a concern that requires closer examination.

Funding compliance measurement

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

Cash/cash equivalent position

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



if the municipality’s forecast cash position is negative, for any year of the medium-term budget, the
budget is very unlikely to meet MFMA requirements or be sustainable and could indicate a risk of
non-compliance with section 45 of the MFMA which deals with the repayment of short-term debt at
the end of the financial year.

Cash plus investmenis less application of funds

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

Monthly average payments covered by cash or cash equivalents,

The purpose of this measure is to understand the level of financial risk should the municipality.

be under stress from a collection and cash in-flow perspective. Regardless of the annual cash
position an evaluation should be made of the ability of the Municipality to meet monthly payments
as and when they fall due, It is especially important to cansider the position should the municipality
be faced with an unexpected disaster that threatens revenue collection such as rate boycotts.

Surplus/deficit excluding depreciation offsets

The main purpose of this measure is to understand if the revenue levels are sufficient to conclude
that the community is making a sufficient contribution for the municipal resources consumed each
year. An ‘adjusted’ surplus/deficit is achieved by offsetting the amount of depreciation related fo
externaily funded assets. Municipalities need to assess the result of this calculation taking into
consideration its own circumstances and levels of backicgs. If the outcome is a deficit, it may
indicate that rates and service charges are insufficient to ensure that the community is making a
sufficient contribution toward the economic benefits they are consuming over the medium term. For
the 2021/22 MTREF and outer years the municipality has no deficits.

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

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

The factor is calculated by deducting the maximum macro-economic inflation target increase (which
is currently 3 - 6 percent). The result is intended to be an approximation of the real increase in
revenue. From the table above it can be seen that the percentage growth is higher than forecasted
CPIX for the respective financial year of the 2019/20 MTREF which is mainly due to higher electricity
tariff increase However, the outcome is lower than it might be due to the slowdown in the economy
and a reduction in consumption patterns. This trend will have to be carefully monitored and managed
with the implementation of the budget.

Cash receipts as a percentage of ratepayer and other revenue
This factor is @ macro measure of the rate at which funds are ‘collected’. This measure is intended
fo analyse the underlying assumed coliection rate for the MTREF to determine the relevance and



credibility of the budget assumptions contained in the budget. it can be seen that the outcome is at
55 per cent for 2021/22 and the outer financial years. Given that the assumed collection rate was
based on an average of 55 per cent performance target, the cash flow statement has been
conservatively determined. However, the percentage in the above table includes direct receipts for
services being paid in cash such as agency services and permits.

This measure and performance objective will have to be meticulously managed. Should
performance with the mid-year review and adjustments be positive in relation to actual collections
of billed revenue, the adjustments budget will be amended accordingly.

Debt impairment expense as a percentage of billable revenue

This factor measures whether the provision for debt impairment is being adequately funded and is
based on the underlying assumption that the provision for debt impairment (doubtful and bad debts)
has to be increased to offset under-collection of billed revenues. The provision has been
appropriated between 30 and 28 per cent over the MTREF.

Capital payments percentage of capital expenditure

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

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

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

Consumer debtors change (Current and Non-current)

The purpose of these measures are to ascertain whether budgeted reductions in outstanding
debtors are realistic. There are 2 measures shown for this factor; the change in current debtors and
the change in fong term receivables, both from the Budgeted Financial Position.

Repairs and maintenance expenditure level

This measure must be considered important within the context of the funding measures criteria
because a trend that indicates insufficient funds are being committed to asset repair could also
indicate that the overall budget is not credible and/or sustainable in the medium fo long term
because the revenue budget is not being protected.

Asset renewal/rehabilitation expenditure level

This measure has a similar objective to aforementioned objective relating to repairs and
maintenance. A requirement of the detailed capital budget (since MFMA Circular 28 which was
issued in December 2005) is to categorise each capital project as a new assef or a
renewal/rehabilitation project. The objective is to summarise and understand the proportion of
budgets being provided for new assets and asset sustainability. A declining or low level of renewal
funding may indicate that a budget is not credible and/or sustainable and future revenue is not being
protected, like the justification for ‘repairs and maintenance' budgets.

Expenditure on grants and reconciliations of unspent funds



MBRR 5B 8 - Expenditure on transfers and grant programmes

MBRR SB9 - Reconciliation between of transfers, grant receipts and unspent funds
Councillor and employee benefits

MBRR SB11 - Summary of councillor and staff benefits
EC 136 Emalahleni (Ec) - Supporting Tahle SB11 Adjustments Budget - councillor and staff benefits - 28022020

Budget Year 2019/20
Summary of remuneration Ref Criginal Prios Accum, | Multiyear | Unfore. iNat.orProv.i Other Total Adjusted
Budget Adjusted Funds capital Unavoid. Govt Adjusts. Adjusts. Budget % change
5 6 7 8 g 10 1 12
R thousands A A B [ B E F G H
Councillors (Political Office Bearers plus Other}
Bagic Salaries and Wages 11 695 11 626 -0.6%
Pension and UF Contsibutons - -
Medical Aid Contibutons - -
Muotor Vehicle Allowance - -
Celiphonz Allow ance 1663 1599
Housing Allow ances - -
Other benefis and aliow ances 708 706
Sub Total - Councitlors 1341 A.0%
% increase ]
Senior Managers of the Municipaii
Basic Safaries and Wages 9613 - - (1886);  (1866) Fidp [ -19.4%
Pension and UIF Contributions 12 - - 2 2 0| -18.7%
Medical Aid Confributions - - - - - -
Overime - - - - - -
Perormance Bonus 133 - - (113 (1139 200
Metar Vehicke Allowance - - - - - -
Cellphone Allow ance - - - - - -
Housing Allnw ances - - - - - w
Other banefts and alowances 36 - - {56) {56 0
Payments in figu of jeave - - - - - -
Long service awards - - - - - -
Postretirement beneft obligations § 649 - - (540) 109 -833%
Sub Tetal - Senior Managers of Municipality 11 66§ - : : . {3 599) 8 066 -30.8%
% increase (o
Other Municipal Staff
Basic Salaries and Wages o 56 785 - - - - - (8797) (8 797) ATSBT | -155%
Pension and LI Cantributons 953 - - - - - {1574) {1574) 7967 -16.5%
Medica! Aid Contributions 2900 - - - - - [y {4 2768 4.5%
Overtme ) 1695 - - - - - (347) {347) 138 | -205%
Perbrmance Bonus 4199 - - - - - {1052} {1052) 3147
Metor Vehicle Allowance 4335 - - - - - (1619) (1619) 2716 -37.4%
Cellphone Allowance 680 - - - - - 288 289 968 42.4%
Housing Aflowances | 249 - - - - - {80 {800 169
Other benefits and abiow ances 411 - - - - - @1y N 199
Payments in fieu offeave 3 - - - - - -0 - .m.a 0.0%
Long service awands 435 - - - - - {370} (370 66 -84.9%
Post-retiremant beneft obligatons 5 - - - - - - - - -
Sub Total - Other Municipal Staff B1 492 - - - - - {13 893) (13 893) 67559 ) 170%
% increase
Total Parent Municipality 107 221 - - - - - {17 631) [17 631) 895961 -16.4%




MBRR S$A24— Summary of personnel numbers
EC136 Emalahleni (Ec) - Supporting Table SA24 Summary af personne! numbers
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Monthly targets for revenue, expenditure and cash flow - MBRR SB14 - Budgeted monthly revenue and expenditure
Table SB14 Adjustments Budget - monthly revenue and expenditure - 28022020

EC136 Emalahleni {Ec) - Supportin

Budget Yaar 2019126

Medlum Torm Revenue and Expenditure

Rescilption Ref Framewark
July August Sept. Qctobes Hovember | Decemhber January Febiuary March April May June Full year | Budget Year | Budget Yoar | Budget Year
hudget 2019120 | 120000210 | 42202122
Cutcome Outeome Cuicome Quicome Oulcome Qutcome Adjusted Adfusted Adjusted Adjusted Adjusted Adjusted Adjustod Adjustad Adjusied
R thousands Budgst Budgel Budget Budget Budggl Budget Eudpet Budget Budget
Revenue By Source
Property ralas n 32 3z 522 565 565 565 565 565 565 585 565 8334 8334 817 9541
Sorvica chatges - electicily revenua 1183 834 1267 1779 1779 17 1778 177¢ 1778 1779 1719 1579 18093 19693 20 952 227971
Service charges - watr revenue - - - - - - - - - - - - - - - -
Senvice charges - sanitabon revanua - - - - - - - - - - - - - - - -
Seivice charges - refuseo 572 410 415 739 739 739 739 739 739 739 739 1538 8850 8830 8754 9506
Rentat of faciltios and equipment 84 84 B4 84 84 8 84 84 84 84 84 845 1463 1468 1551 1616
lntarest earned - axlamal investments 120 120 120 120 120 120 120 120 120 120 120 120 1443 1443 1200 1202
Interes| gamed - outslanding deblors 574 574 574 574 574 574 574 574 574 574 574 574 G820 6 890 5557 7014
Dividands recemed - - - - - - - - - - - - - - - -
Fines, penaites and Brfeils 33 33 33 fex] 33 k] kk} 33 1 x| 3 33 399 359 16 123
Licences and permils 172 172 vz 172 172 172 172 172 172 172 172 172 2062 2062 6738 7403
Agency sanicos 65 g5 &5 65 65 65 65 €5 [:£] £5 65 658 5384 1384 2402 2847
Transfers and subsidios 11 331 13 11331 1133 11331 11331 11321 113n 11334 1133 11331 14 056 1287 138m 41127 149122
Other rovenuve 158 158 158 158 158 158 156 158 158 158 158 2751 4500 4 500 1167 1174
Gains on disposa of FPE - - - - - - - - - - - - - - - -
Total Raverue 14 323 13 834 7 449 15 5718 15 621 15621 15 621 15 621 15621 15628 15621 22 623 193 134 183 134 199 503 212119
Expenditurs By Type
Empoy eo related cosls 6408 5407 G 407 §407 6407 6407 B 407 G 407 6407 & 407 6407 8142 78 625 78625 96 630 105 0499
Remunaration of counciliors 1161 1161 1181 1461 1161 + 161 1161 1181 1161 1161 1161 1161 13934 13934 LR 36001
Debt impaimmant 250 250 =0 230 825 625 825 625 625 625 825 625 6000 6000 T 200 8640
Depieciation & assel mpaimont 204 2021 2021 202 201 20U 200 2021 200 2o 20 200 24 256 24256 25 469 26743
Financa chargos 23 X ] n 23 23 23 23 23 23 2 23 il 2 Fidl 298
Bulk purchases {166 1168 116§ 1166 1166 1166 1166 {185 1166 1166 1166 1086 13892 13 892 15513 16994
Other materials 197 197 197 191 97 197 197 97 197 167 187 313 2482 2482 1163 1170
Contracled services 2018 2019 208 2019 2019 2% 2019 2177 21 2497 2177 (6 377} 16 465 {6486 17 35 13633
Grans and subsidias 16 16 15 18 16 16 16 15 16 il 18 16 195 1% 235 248
{ther expenditure 17z 1754 1804 1776 1782 1782 17082 1782 1782 1782 1782 1628 21 7247 21247 18 202 18214
Loss on disposal of PPE - - - - - - - - - - - BOGO 8000 B 000 - -
Total Expendituce 14 974 15015 15155 15037 15414 15418 15418 15 578 15 575 5 576 15 576 16 618 185 368 185 366 196 854 207 028
Sutplusi(Deficit) (8351) {1.200) 2284 54 204 201 201 45 43 45 A5 6 004 7769 7769 2 648 50935
Transkors and subsidies - capild
{monatary zllocations) (Natanal f
Provincial and District) 2654 2654 28584 2694 2654 28654 2654 2654 2654 2654 2654 2854 31848 33 484 35837
Transfars and subsidies - capitdl
{monetary alocations) (Natienal f
Provincial Deparmantsl Agencies, - - - - - - - - - - - - - - -
Transfers and subsidies - capital {in-kind - dI) - - - T - o - - - Lo T - . - -1 -
Surptus/(Deficit) alter capltal transfers & contribubiony 2403 1454 4932 3195 2 858 2457 2 857 2499 2 639 2699 2699 & 658 7769 39517 36122 40 928




MBRR SB13 - Budgeted monthly revenue and expenditure (standard classification)

EC136 Emalahleni (Ec) - Supperting Table 5B13 Adjustments Budget - monthly revenue and expenditura {functional classification) - 28022020

Budpal Year 2016110 Meditm Term Revenus and Expenditura
- Standard cl Rt Full year Budgat Year :;:’;‘;“‘:’::r Budget Yaar
July August Sapt. Qectober Hovembar Decembar January Fabruary March Aprit May June budgat 2018120 +1 2020724 +2 2021122
Qutcoma Outcome Outsome o Qut: [o] Adj d Adjusted Adjusted Ad|usted Adjusied Ad]usted Ad]usted Adjustac Adjusted
R thousands Budgaet Budgot Budpet Buadget Budget Budget Budget Budget Budget
e - nal
Gavernance and adminiat 11174 11174 14 272 11 664 11 708 1% 708 11 708 15 708 1t 703 11 708 11 708 11 T0B 142 046 142 046 48 364 156 924
Ex ecutive ond council aes 405 805 605 805 605 o0s |03 805 Gos 0] 405 T 254 7 254 7 597 7 959
Finance and administratiar 10 570 10 570 13 787 11080 11103 11102 15103 11 103 11 103 11 {03 11 102 11182 134 792 134 762 146 787 148 DB5
nlernal audit - - - - - - - - - - - —- - - - -
* Comimenitity and public s Fadl 21 2n 2 211 211 211 211 211 211 211 21 2 535 2515 2a18 3016
Gommunity and socisl 5o 114 ii4 114 114 114 114 114 114 4 114 114 14 £3n 171 1681 1375
Spor and recreation a [+ [} ] 0 L] a 0 a a o [} 3 3 13 14
Public safety a6 86 bl a6 a8 a8 96 a8 94 88 04 86 1151 1151 1192 11682
Housing 1 1 1 1 1 H 1 1 1 1 1 ] 0 10 3z 35
Health - - - - - - - - - - - - - - - -
Ecanomic and snviranme 2890 29930 2 950 2 230 2990 2990 2990 2980 2930 2990 2930 2 890 a5 8T8 35 873 35 309 3?78t
Pianning and devclopmen) 2 980 2 080 2990 2 090 2830 2000 Zesn 2 bog 2 880 2 650 2800 2990 35 870 35578 35 301 37 T8
Road Fansport - - - - - - - - - - - - - - - -
Envimnmenlal prolecben - - - - - - - - - - - - . - - -
Trading sorvices 4 2345 T 1 836 4 23274 4 3 %10 4 3110 ER I 311a 4 3 140 4 3110 4 ERED 4 31 3110 34 446 34 445 a7 36 40 237
Encmy sources 1 240 913 3 346 1858 18358 1858 1858 1658 1858 1852 1858 18549 20 240 20 240 24 831 26810
Yater management - - - - - - - - - - - - - - - -
‘Wasie walar management - - - - - - - - - - - - - - - -
Waste management 1085 223 ezd 1252 1252 1252 1252 1252 1252 1252 1252 1252 14 206 14 206 12 384 13 427
Otirer 256 256 258 256 256 256 256 256 256 256 256 256 3076 2076 9 087 0 988
Total Revenue - Functianal 16 877 16 463 20 103 18 232 18 275 18 275 18 275 18 275 1B 275 1B 275 1B 275 18 275 217 981 217 981 232 936 247 956
xpendllurs - Fu ignal
Governanca ard adminiag T 623 7 644 7795 T 630 a aay 8 ads 8 008 4 008 8003 8 008 4008 8 008 84 752 94 782 29 17 104 745
Executive and councit 2 480 2483 2 507 2 417 2419 2420 2420 2420 2420 2420 2420 2320 2D 247 29 247 32 687 34 915
Finance and adminisiratol g 031 5068 51056 5120 54485 5495 5465 5485 54905 3485 5405 5495 G4 262 64 383 63 881 64 138
Inlemn! audit 91 93 23 93 83 83 a3 o3 a3 a3 a3 23 1112 1112 2503 2603
Contmunity and public s 1217 1217 1217 1240 1 240 1240 1 240 1397 1397 1397 1397 1 397 15 536 15 596 1B 484 10 663
Communily and socisl se 619 G615 519 635 635 B35 835 783 782 g x] 793 793 83 8 361 9785 10 543
Spon and recraaton 207 207 207 17 207 207 207 207 207 207 207 207 2484 2484 2372 2533
Public safely 186 185 186 186 186 188 136 186 186 18g 186 186 2228 2228 3293 3293
Housing 208 205 205 212 212 212 212 272 212 212 212 212 2533 2 523 3035 3205
Haallr - - - - - - - - - - - - - - -
Econgntic and anvironimn+ 3405 3 408 3 405 3412 3414 3414 3414 3 514 3514 3514 3514 3 514 41 442 41 748 44 370
Plznning and developmen am7 3017 3017 3020 3023 3023 3023 3023 3023 3022 3022 3023 30 255 40 1B 43 304
Road trans pert a8 388 113 391 a1 m an 491 491 ¢ 491 a91 4 187 1030 1086
Env ironmentat protectian - - - - - - - - - - - - - - -
Trading sarvices 2 669 Z 601 2 690 2 696 2 638 2 638 2893 2 698 2 698 2 808 Z 698 3138 32 769 32 Tel 34 548 37 022
Energy sources i 648 1648 1648 1648 1648 1648 14648 1 638 1648 1848 t GAB 1848 18774 19771 21 089 22 662
Watar managemenl - - - - - - - - - - - - - - -
Waste w aler managemant 137 337 137 337 137 137 37 137 137 137 137 137 1642 1852 1707
Waste management 885 506 805 13 813 813 253 a13 013 213 23 1353 11 356 11808 12 573
Othoer 140 140 140 140 14¢ 140 140 140 140 140 140 140 1 Ga4 31924 4 228
Total Expaniivara  Fametimy  T80S3 i 18086 |  aszar| a4 1is|  1s4ea| | isses | ssan | [ asTSTL o ASTSTL | ISSTL . ISTSIL | 182913 SN, RO WM. 2R
Surplual (Deficit) 1. 1921 1372 4 857 3113 2776 27175 i 2775 2518 ) 2 518 2 518 2 518 2018 74 863 31 738 35109 40 928




MBRR SB12 - Budgeted monthly revenue and expenditure (municipal vote)

EC136 Emalahleni (Ec) - Supperting Table 5B12 Adjustments Budget - monthly revenue and expenditure (municipal vote) - 28022020

Budget Year 2019/20 Medium Terrs Revenue and Expenditure
Bescription Ret Full year |Budget Year -BFL':;E;:\::: Budget Year
July Auguast Sept, Qstebor November | December January February Mareh April May June budget 2019120 +12020021 | 422030022
Outcome Quicoma Outcome Quicoma Outcome QOutcome Adjustad Ad]usted AdJusted Adjusted Adiusted Adjusted Adjusted Adjusted Adjusted
Rtvausmnds || e S wewn| o Budgt | Budget | Budget | Budgal | Budgat | Budget .Budgol | Budgel | Budget
Ravenue hy Yolo
Vol § - Execulive and council 805 605 605 605 605 605 605 805 805 605 605 605 7254 7254 7897 7959
Voo 2 - Gorporate Services 84 84 a4 64 84 84 a4 24 24 b4 84 B84 1005 1005 1005 1005
Voie 3 - Budget and Treasury 10 565 10 565 13762 11 253 11296 11296 11 286 11 2% 11296 11286 11296 11295 136 510 136 510 $42 635 150 960
Voie 4 - PEOTA 1 1 1 (197} {197} {197} {187) (197) (157) (197} {167y 199 {1 768} {1768) (1899) (2 032}
Vol 5 - Commurily Services and Socia! Services 1472 1311 1315 1639 163¢ 1839 1639 1629 1639 1639 1629 1639 18 852 1B 852 231383 25 438
Voip 6 - Infkastucture Development and Human 4 250 3904 4337 4849 484¢ 4549 4549 4849 4849 4349 4343 4943 56 128 56 128 60 265 84 626
Vole 7 - COMMUNITY & SOCIAL SERVICES - - - - - - - - - - - - - - - -
Volz B - [NAME OF VOTE 8] - - - - -
Vo 9 - [NAME OF VOTE 9] - -~ - - -
Voie 10 - [NAME OF VOTE 10] - - - -
Vo 11- [NAME OF VOTE 14] - - - -
Vole 12 - |[NAME OF VOTE 12) - - - -
Yoo 13 - |NAME OF VOTE 13] - - - -
Vole 15 - [NAME OF VOTE 14] - - - -
Vel 15 - [NAME OF VOTE 15] - - - - -
Tetal Revenue by Vote 16 977 15 468 20103 18 232 18215 18 275 18 275 18 275 18 275 18275 18 275 18275 27 9 217 961 252 986 247 956
Expendifure by Yote
Vole 1 - Execulive and councit 2582 2885 2609 2522 2522 2523 2523 2523 2523 2523 2 5:3 2523 30 479 30 479 35 549 38 187
Voke Z - Corporale Services 1832 184 1936 1898 1898 1898 § 868 1888 1898 1898 1898 1398 22715 2% 24 680 154
Vol 3 - Budget and Treasury 4 350 4359 431 4 352 4721 4727 Lri) 4727 47127 4727 4727 4742 55 262 55 262 64037 12677
Vole 4 - PEDTA 588 598 548 590 603 603 603 761 761 761 T6i 761 8065 8005 $330 9818
Vole 5 - Community Services and Secial Seivices 2790 2811 2810 2540 2040 2840 2 840 2840 2840 2840 2840 31265 34393 34392 3¢ 457 41635
Vol 6 - Infastuchire Development and Human Setlemenl 4 567 4 567 4 567 4574 4574 4 574 4574 4474 4474 4 474 4 474 7434 57323 57 321 58 935 64 109
Vol ¥ - COMMUNITY & SOGIAL SERVICES - - - - - - - - - - - - - - - -
Vo & - [MAME OF VOTE 8] " - - - -
Vol 9 - [NAME OF VCTE 9) ! - - - - -
Vol 10 - [NAME OF VOTE 10} - - - - -
Vol 11 - INAME OF VOTE 11] - - - - -
Veole 12 - JNAME OF VOTE 12] - - - - -
Vo 13 - JNAME OF VCTE 13] - - - - .
Voiz 14 - [HAME OF VGTE 14) - - - - -
Vok 15 - [NAME OF VGTE 15] - § i - - - - -
Total Expenditure by Vate 18 720 16 781 16 914 16 783 17 164 17 164 17 164 i7 222 17 222 17 222 17 222 20622 208 176 208176 232 958 257 957
Surplus/ {Deficit) 257 {283) 3182 1448 1114 1411 1111 1033 1053 1053 1053 (2347) 9 B04 9804 (1] (1)




MBRR SB16 - Budgeted monthly capital expenditure (municipal vote)

EC136 Emalahleni {Ec) - Supporting Table SB16 Adjustments Budget - monthly capital expenditure {municipat vote) - 28022020

Desctiplion - Hunicipal Yets

R thousands

Ref

Budget Year 2019/20

Mediuns Term Revenue and Expenditure

Framewazk

July

August

Sept.

October

Hovember

December

January

February

March

April

Hay

June

Full year
budget

Budget Year
2019720

Budget Year | Budgel Year

#1 2020021 ; +2 2021122

Quteeme

Qutcome

Gutcome

Quteame

Cutcome

Quisome

Adjusted
Budget

Ad|usted
Budget

Adjusied
Budget

Adjusted
Budget

Adjusted
Budget

Adjusted
Budget

Adjusted
Budget

Adjusted Adjusted
Budget Budget

Hulti-year expenditure apprapriation
Vola 1 - Execulv e and counci
Vaote 2 - Cotporate Services
Vole 3 - Budge! and Treasury
Vote 4 - PEDTA

Vata & - Ink: Davel

Vate § - Comnuniy Services and Social Services

p and

Human Setl

Vole 8 - {HAME OF VOTE &)

Voia 3 - [NAME OF YVOTE 5}

Vigte 10 - [NAME OF VOTE 10}

Vole 1 - [NAME OF VOTE 11]

Vole 12 - |[NAME OF VOTE 12

Volg 13 - [NAKE OF VOTE 13}

Volz 14 - {NAME OF VOTE 14]

Vole 15 - [NAME OF VOTE 15}
Capital Hult-year expenditure sub-ia
Single.year expenditura approptiation
Vole 1 - Executive and councl
Vola 2 - Corparate Senices
Volz 3 - Budge! and Treasury
Vol 4 - PEDTA

Voig § - Ink Dev

Vale 7 - COMMUNITY & SOCWL SERVICES

Human

Vol 5 - Community Services and Social Services

lopment and

Volo & - [MAME OF VOTE §)
Vole 8 - HAME OF VOTE 8]
Vote 10 - [NAME OF VOTE 10}
Vola {1 - [NAME OF VOTE 11}
Volz 12 - NAME OF VOTE 12)
Vale 13 - [NAME OF VOTE 13
Vole 14 - [NAME OF VOTE 14}
Vole 15 - [HAKE OF VOTE 15]
Gapltal single-year expanditure sub-iq

Vote 7 - COMMUNITY & SDCIAL SERVICES

513
171

513
171

513
1M

959
1433

39
1913

858
183

959
1933

§59
1933

959
1932

858
1832

559
1833

10174
2533

11595 1828
21 869 32009

224

2224

224

2883

2893

24893

2893

7893

2833

(553
161

2503

69
%1

2893

F2707

768
350
ki

2

33484 KR

300 350

62

G2

62

181

181

181

181

236

238

28

238

(695)

1188

Total Capital Expenditura

2287

2287

2287

3074

074

3 074

3074

311

313

11U

3131

2198

33875

33784 36 187




MBRR SB 17 - Budgeted monthly capital expenditure (standard classification)
EC136 Emafahleni (Ec) - Supporting Tahle SB17 Adjustments Budget - monthly capital expenditure {functional classification) - 28022020

Budge! Year 2019120 Medium Terr Reventee and Expenditure
Description Ref Framewark
July August Sept. October Hovember i December Janyary February farch April May June Budgal Yoar | Budget Year { Budget Year
2019/26 +1 2020021 § +2 2021/22
Qutcome Quicome Cutcome Outcome Quicome Outcome | Adjusted Adjusted Adjusted Adjusted Adjusted Adjusted Adjusted Adjusted Adjusted
R thousands Budget Budyet Budget Budget Budget Budget Budget Budget Budget
Capital Expenditere - Functional
Governance and administrafion 33 k] 33 152 152 152 152 204 204 204 204 {410) 1113 300 150
Executive and council {6) (6) {6} (6) {6) {6) (8) (6) (6) {6) (6) 67 - - -
Finance and adminisiration 3 3 39 158 158 158 158 218 210 210 210 (477) $113 300 350
Internal audit - - - - - - - - - - - - - - -
Community and public safety 451 451 451 860 860 360 860 860 860 850 860 1286 9523 11 595 1828
Communily and social services 180 190 180 180 190 190 190 190 190 196 190 260 21351 B 866 I
Sport and recrealion 264 264 264 673 673 673 673 673 673 &1 673 847 7113 2728 -
Pubfic sakty 3 6] 3t i3) 3 3 3 {3 [} 3 €] 2 - - -
Housing - - - - - - - - - - - - - - -
Health - - - - - ~ - - - - - - - - -
Economic and environmental services 124 123 1231 1454 1454 1454 1454 1458 1 458 1458 1458 1611 16 954 11019 32609
Planning and development - - - - - - - 5 5 5 5 5 24 - -
Road fansport 124 1234 1231 1454 1454 1454 1454 1454 1454 i 454 1454 1606 16 930 13 079 32009
Environmentzl pretection - - - - - - ~ - - - - - - - -
Trading services 488 453 438 488 488 488 488 488 488 488 488 583 5953 10 810 -
Energy soumes ) [4}] (4} (1) (1) 4] 4] 8] (4] (1 [4)] 7 - 5000 -
Water management (1) 1} el (1) 0] 1) n (1) (1) {1} (1) g - - -
Wasle waler management 467 467 467 467 467 467 457 467 457 467 457 467 5603 5810 -
Waste management 23 a3 23 23 23 23 23 23 23 23 23 106 350 - -
Cther 2) ) (2} 35 35 35 35 35 35 5 35 56 332 - -
Total Capital Expenditure -
Functional 2202 2202 2202 2989 2989 2 883 2989 3048 3 046 3046 3046 3125 33875 33784 36 187




MBRR SB14 - Budgeted monthly cash

EG 436 Emalahleni [Ec) - Supporting Table 5814 Adjustments Budget - monthly revenue and expanditure - 28022020

Budgat Year 2018/20 Medium Term Revenue and Expendiuze
Description Ret B e B S Al [y - e - - - " Eai yoar Eu?gel Four :;:::!!‘Yne;kr Budnetvé;r_
July August Sept. Dcteber Hovember | Decemher Januvary February March April Hay June budget 2018120 1 2020124 +2 2021082
[+ L+l a Oulcome Oulcome Qutcome Adiusted Adjusted Adjusted Adjusted AdJusted Adjusted Adjusted Adjusted Adjusted
R thousands Budget Budget Budgat Budget Budget Budget Budget Budget fudget
o £
Propery tales 2 R 3zs 522 365 565 565 565 565 555 560 566 B3M 834 8917 2541
Service charges - electicily tavenun 1181 834 1267 1779 3779 1779 1779 1779 1778 1779 179 1579 19083 19093 20 952 22771
Sorvice chargas - walker revenuo - - - - - - - - - - - - - - - -
Service charges - sanilafion rev erua - - - - - - - - - - - - - - - -
Service charges - reluse 572 410 415 739 73% 738 739 Fick] 739 739 739 1539 8 850 B 850 8754 9 506
Renlat of facilives and equipment a4 :2] b4 84 84 B4 a4 84 B4 B4 2] 545 1468 1458 1561 1616
flsrest aamed - oxleraal investrenls 120 120 120 120 120 120 120 120 12¢ 120 120 120 1443 1443 1200 1202
hwresl earned - culslanding deblors 574 574 574 574 574 574 574 574 574 574 574 574 § 890 6850 8 557 704
Dividends received - - - - - - - - - - - - - - - -
Fines, penalties and Silcits 33 k] 33 33 33 33 33 23 k] 33 kX) a3 359 98 18 123
Licances and permmits 172 172 V2 172 2 172 172 e 172 172 172 12 2062 2082 6738 7403
Agency services ] 85 85 65 65 85 3 5 84 85 €5 668 1384 1384 2402 2847
Transfors and subsidies 1130 11331 133 1135 11331 133 1133 112331 1IN 1133 13 14 056 13874 13871 45127 149 122
Other rayenue 158 158 158 158 158 158 158 158 158 158 158 2761 4 500 4 500 1167 1174
Gaing on disposal ol PPE - - - - - - - - - - - - - - - -
Total Revenue 14323 13 814 11449 15 578 13 621 15 621 15 621 15 8211 15621 15 621 15621 22 623 193 134 133 134 159 503 212 119
X itur, T .
Employ ee 1alaled cosls 6408 G 407 6407 6407 6407 6407 § 407 6407 6407 6 407 6407 8142 78625 78625 96 5O 105 059
Remunsraticn of counciliors 1161 1161 1161 1161 1161 1161 1181 1181 1161 1161 1 161 1181 13831 1383 14 816 16 001
Debl impaitment 250 250 750 250 525 825 6525 826 525 625 625 625 6000 £ 000 7200 8 640
Depreciaton & asset impament 2021 2071 201 2021 201 2021 2023 2021 zon 2021 2021 202 24 258 24 256 25 489 26743
Finance chaiges 23 23 23 23 23 23 23 23 23 23 23 23 274 m 2N 268
Bulk putchases 3166 1166 1166 1168 1166 1166 1166 1186 1186 1166 1166 1066 13892 13892 15 513 16 994
Oter malarials 187 197 197 197 197 19 197 197 197 197 187 N3 2482 Z 482 1163 1170
Contacted seivices 2019 2019 2019 2019 2019 2019 2019 217 2577 2177 2477 {6377) 16 466 16 468 17 308 13633
Grants and subsidies 16 186 16 16 16 % 16 18 % 1% 18 16 195 195 235 240
Qthat exponditre 1712 1754 1804 1776 1782 1782 1782 1782 1782 1782 1762 1628 21247 21 247 15202 18241
Less on disposal of PPE - - - -~ - - - - - - - 8 00D 2000 8000 - -
Total Expenditure 14 974 15015 15 165 15 037 15418 5418 15 418 15 576 15 576 15 576 15 576 16 614 185 365 185 366 196 854 207 028
Surplus/(Delicit) (651} [t 200} 2284 54 204 203 203 45 45 45 45 B 004 7762 7769 2 648 505§
Transkrs and subsidies - capilal
[(menetary allocations) (National £
Pravincial and Oisticl) 2654 2654 2854 2654 2654 2654 2654 2854 2654 2654 26654 2854 31 838 33 484 35837
Translrs and subsidias - capital
{monglary allocations) {Nasonal {
Frovincid Departmental Agencies,
Households, Nenprolil Instiutens, Privals - - - - - - - - - - - - - - -
Transtars and subsidies - capital {m-kind - ali) - - - - - - - - - - - - - - -
Surplus/(Deficlt) afler capitat transfers & eontributy 2003 1454 4938 3495 2 B58 2 _5T 2 857 2 639 2639 2 699 2 639 B 658 7169 39 617 36 132 40928
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1. PREAMBLE

Performance management, aside from having legislative requirements to justify its existence,
is also a necessity when it comes to ensuring that performance objectives and targets are
met in the manner required, so that the desired service delivery objectives can be met and
achieved by all.

The intention of a performance management system and model is to provide the organisation
with the framework and tools necessary in order to ensure that a culture of performance
management is developed throughout the organisation and managed in a formal and
accountable manner. In this way, performance management becomes a management tool
which enables the achievement of strategic objectives, which link closely to the IDP and
Institutional Scorecard — enabling effective and efficient service delivery.

2. PURPOSE
The purpose of this policy and procedure is as follows:

1. To ensure the implementation of a Performance Management System within
Emalahleni Municipality;

2. To ensure that all employees become acutely aware and comfortable with the
practical application of the Performance Management System within this Municipality.

3. To create the boundaries required that will ensure that all employees and the political
leadership contribute towards the achievement of goals as well as the KPA’s and
KPI's at both personal and organisational levels.

4. To ensure all parties have a clear and thorough understanding of their role and
function within this process.
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3. POLICY OBJECTIVES

The objectives of the Performance Management System may be defined as follows:

3.1. To capacitate the employees to manage their own performance;

32. To set clear objectives and goals to all parties and attainment is easily measured and
verified;
3.3. To develop and capacitate employees in order to ensure that performance targets

are met;
3.4, To recognized and/or rewarded in instances where performance exceeds the output

criteria;
3.5. To assist employees in instances where performance falls short of the required

standards;
36. To ensure a culture of performance optimization that must be institutionalized

throughout the Municipality.

4, DEFINITIONS OF CONCEPTS/ ACRONYMS/ ABBREVIATIONS

CONCEPT DEFINITION




Performance
Management System
(PMS)

A strategic approach which provides a set of tools and techniques to plan
regularly, monitor measure and review performance of the organisation
and individuals.

Performance management is a system that is used to make sure that alt
parts of the municipality work together to achieve the goals and targets
that are set.

Organizational

Concerned with the overall performance of the Municipality/ Organization

Development Plan
(IDP)

Performance in relation to giving effect to the IDP (Macro Dynamics).

Management

Individual Linked to the Organizational Performance Management System are the

Performance individuals who contribute to the success or failure of the Municipality/

Management Organization. Each individual will have performance objectives, targets
and standards that are linked to objectives of his/her Division,
Department and Municipality.

Integrated Clearly defining 5-year Strategic Plan of a Municipality.

IDP should be reviewed annually or as required.

Key Performance
Area (KPA)

Key areas of responsibility.

Objective

Statement about what outcomes do we want to achieve.

Key Performance
Indicators (KPI)

Measures (qualitative or quantitative) that tell us whether we are making
progress towards achieving our objectives.

Input Indicators

Indicator that measures resources economy and efficiency.

Output Indicators

Indicator that measures whether a set of activities yields the desired
results or products/service.

Formal Assessment

Is where the s56 manager submits the portfolio of evidence to the
assessor to substantiate his/her performance based on the performance
agreement

informal
Assessment

Is where the s56 manager attest verbally his/her performance but can be
requested to submit the portfolio of evidence to the assessor to
substantiate his/her performance based on the performance agreement

Outcomme Indicators

Measures the broader results achieved through the provision of goods
and services (impact).

Target

The level of performance (or desired state of progress) of the indicator
that is intended to be achieved by a specified time period.

5. LEGISLATIVE FRAMEWORK




The requirement for the development and implementation of a Performance Management
System provided for in legislation, which makes it peremptory for municipalities to comply.
The Auditor General is required to audit municipalities for compliance with legislation, and
non-compliance will result in adverse conseguences.

The following pieces of legislation will inform and shape the content and prescripts of the
Performance Management Policy:

Constitution
1996

(Section 152)

Mandates Local Government to:

« Provide democratic and accountable government for local communities;

« Ensure the provision of services to communities in sustainable manner;

« Promote social and economic development;

e Promote a safe and healthy environment;

e Encourage the involvement of communities and community organisations in the
matters of local government.

Municipal
System Act

Act 32 of 2000
(Chapter 6)

A Municipality must:

e Establish a Performance Management System.
« Promote a performance culture.

« Administer its affairs in an economical, effective, efficient and accountable manner.

It further outlines the core components of a performance management system
as follows:

e Set KPI's as a yardstick for measuring performance. .

e Set measurable performance targets with regard to each of those development
priorities and objectives.

« Monitor measure and review performance once per year.

o Take steps to improve performance.

» Report on performance to relevant stakeholders




THE WHITE The White Paper on Local Government (1998) suggested that local government
PAPER ON should introduce the idea/concept of performance management systems.
Wwww__.azgmz._. The white paper acknowledges that, "involving communities in developing some
(1998) municipal key performance indicators increases the accountability of the municipality.
Some communities may prioritise the amount of time it takes a municipality to answer
a query, others will prioritise the cleanliness of an area or the provision of water to a
certain number of households. Whatever the priorities, by involving communities in
sefting key performance indicators and reporting back to communities on
performance, accountability is increased, and public trust in the local government
system enhanced" (The White Paper on Local Government, 1998).
The White Paper on Transforming Public Service Delivery (Batho Pele) puts forward
BATHO PELE m.mz. principles for good public service. Our municipality is duty bound to uphold these
(1998 principles:

)

¥ Consultation:
Communities should be consulted about the level and quality of public service they
receive, and, where possible, should be given a choice about the services which
are provided.

v Service standards:
Communities should know what standard of service to expect.

v' Access:
All communities should have equal access to the services to which they are
entitled.

v Courtesy:
Communities should be treated with courtesy and consideration.

v Information:
Communities should be given full and accurate information about the public
services they are entitled to receive.

¥v" Openness and transparency:
Communities should know how directorates are run, how resources are spent, and
who is in charge of particular services.

v Redress:
If the promised standard of service is not delivered, communities should be offered
an apology, a full explanation and a speedy and effective remedy; and when
complaints are made communities should receive a sympathetic, positive
response.

v Value-for-money:
Public services should be provided economically and efficiently in order to give
communities the best possible value-for-money.

Importantly, the Batho Pele White Paper notes that the development of a service-
oriented culture requires the active participation of the wider community.
Municipalities need constant feedback from service-users if they are to improve
their operations. l.ocal partners can be mobilized to assist in building a service
culture. "For example, local businesses or non-governmental organizations may
assist with funding a helpline, providing information about specific services,
identifying service gaps or conducting a customer survey" - The White Paper on
Local Government (1998).




MUNICIPAL
STRUCTURES
ACT (1998)

The Municipal Structures Act Section 19 (2)(a) mandates the council of the
municipality to conduct annual reviews of the municipality’s overall performance in
achieving its set objectives.

THE MUNICIPAL

The Municipal Systems Act (2000) enforces the idea/concept of local government
PMS and requires all municipalities to:

SYSTEMSACT |, Develop a performance management system
(2000) « Set targets, monitor and review performance based on indicators linked to their
IDP
e Publish an annual report on performance of the councillors, staff, the public and
other spheres of government
« Incorporate and report on a set of general indicators prescribed nationally by the
minister responsible for local government
» Conduct an internal audit on performance.
e Have their annual performance report audited by the Auditor-General
« Involve the community in setting indicators and targets and reviewing municipal
performance
The Department of Provincial and Local Government has published national
guidelines on performance management systems
The Municipal Planning and Performance Management Regulations set out in detail
MUNICIPAL requirements for municipal PM systems. However the regulations do not sufficiently
PLANNING AND constitute a framework that fully proposes how the system will work. Each component
PERFORMANCE of the proposed framework in this document is strongly informed by the regulations.
MANAGEMENT
REGULATIONS
{2001)
The Municipal Finance Management Act states requirements for a municipality to
MUNICIPAL include its annual municipal performance report with its financial statements and other
FINANGE w.mnc:mﬂ:mn#.m in constituting its annual report. .A..Zm chﬁ c.m dealt with by the municipal
MANAGEMENT council within 9 months of the end of the municipal financial year.
ACT (2003)
The Local Government Municipal Performance Regulations for municipal managers
MUNICIPAL and managers directly accountable to municipal managers (Government Gazette
PERFORMANCE zo..moomm. 4 August moomv, sels o& how the vm;ogm:nm of Section 57 staff will be
MANAGEMENT uniformly directed, monitored and improved. The ﬁmm:_m:njm address both the
employment contract and performance agreement of municipal managers and
REGULATIONS managers directly accountable to municipal managers. It further provides a
(2006) methodology for the performance management system as well as criteria for

performance bonus payments. The regulations also provide an approach for
addressing under-performance, should this occur. The regulations will be discussed in
greater detail in a later section of this framework document.

6. PERFORMANCE MANAGEMENT SYSTEM FRAMEWORK

The statutory requirements for the framework of a Performance Management System are set out
in the Local Government: Municipal Planning and Performance Management Regulations, 2001.

it requires a system that:




8.1 Complies with all the requirements of the Act;

6.2 Demonstrates how it is to operate and be managed from the planning stage up to the stages
of performance review and reporting;

6.3 Clarifies the roles and responsibilities of each role-player, including the local community, in
the functioning of the system;

6.4 Clarifies the processes of implementing the system within the framework of the integrated
development planning process;

6.5 Determines the frequency of reporting and the lines of accountability for performance;

6.6 Demonstrates how it relates to the Municipality’s employee performance management
processes; and

6.7 Provides the procedure by which the system is linked to the Municipality's integrated
development planning processes (IDP).

6.8 Due consideration was given to these requirements in the development of the proposed
Performance Management System which is detailed further within this document, which also
includes the procedures and practical application of this system.

POLICY PRINCIPLES

The Performance Management System and Framework will be guided by the following broad

principles:

(7) Open communication in order to ensure that all parties understand the expectations and
challenges facing them, whilst being able to discuss performance difficulties/challenges
and issues freely;

(8) The alignment of departmental and individual performance objectives with the strategic
objectives of Emalahleni Municipality (as relating to the IDP/ Municipal Budget and
Service Delivery and Budget Implementation Plan)

{9) Commitment to the application of Performance Management within the prescripts of the
framewcrk and policy;

(10) Recognition and awarding of performance which meet or exceeds the required standards:;

(11)Coaching and development in areas where performance does not meet the required
standards; and Providing developmental feedback in order to ensure that performance
optimisation is fostered.

APPLICABILITY
This policy will be applicable to the following employees:

a. All S.54A Managers and S56 Manager duly defined as per the Municipal Systems
Amendment Act No 32 of 2000.

b. All other Managers and staff who have negotiated fixed-term contracts;

¢. The policy upon consultation and approval will be applicable to all the employees of the
Emalahleni municipality.

GOVERNANCE ISSUES

This policy and framework will be guided by the following governance and supporting
structures:

1.1 Council (required to adopt this policy);

1.2 The Municipal Manager who facilitates the review and amendment of this policy;



10.

1.3 The Corporate Services Director/Municipal Manager who assumes responsibility for the
management and administration of performance management application; and
14 The Audit Committee and in their absence the Performance Audit Committee.

IMPLEMENTATION CAPACITY

in order to ensure the successful application of this policy, it is critical that the necessary “huy
in" and commitment to this process is obtained from all relevant role-players. Additionally, it
is critically important to ensure that all staff are adequately trained and work shopped to
administer and implement the terms and conditions applicable to this process.

In this regard, the following development will be required:

10.1 Al staff, at every level (as applicable in terms of the rofl-out), will be required to attend
training on the practical application of this process and will leave this training with a
thorough knowledge and understanding of processes invoived, including performance
planning, performance reviews, coaching and mentoring.

10.2 Al Corporate Services staff who would deal directly with Performance Management
Administration will be required to be trained on the required administrative processes and
will be required to be provided with all the necessary resources required for this
responsibility and administrative function.

Labour will be work shopped in terms of the process itself so as to facilitate understanding,
commitment and buy in to this process.
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OBLIGATIONS TO ENSURE COLLECTIVE

PERFORMANCE

COUNCIL EMPLOYEE

¢ Enables environment to « Understands the strategic intent (development
facilitate effective mandate — |IDP
performance » Buys into and participates in the Performance

s Clarifies development Management System
objectives and performance |« Works collaboratively with employer o solve
expectations (IDP) problems that may impact on performance

» Regularly review employee « Commits to fulfilling their part in enabling the
performance and provide institution to deliver on mandate
feedback on performance — |« Focus on fulfils commitment in terms of
oversight performance agreement

s Works collaboratively with
employee to solve problems
that may negatively impact
on performance

s Delegates powers required
by employee to enable to
meet performance objectives

¢ Make available necessary
resources required to enable
employee to perform.

PRACTICAL APPLICATION OF THE PERFORMANCE MANAGEMENT
SYSTEM

PHASES WITHIN THE PERFORMANCE MANAGEMENT CYCLE

The Performance Management Cycle is an annual cycle, which extends from
1 July to 30 June, during which time performance is measured against performance targets.
Through the process of planning, steps are taken to “plan” and set performance targets for the period
under review. These targets will be ultimately linked to the achievement of the IDP objectives, which
represent the targets of the Municipality as a whole.

These targets in turn, are reflected within the Municipal Scorecard (as high-level strategic obiectives)
which is further translated into departmental objectives (as reflected also within the SDBIP’s or
Service Delivery Budget and Implementation Plans /Strategic Pian/ IDP and Budget. These, inturn,



are translated into plans, which become increasingly operational, as they cascade from the senior
Managers down to the lower levels. Each “subordinates’ scorecard (depicting performance
objectives and performance indicators) are drawn from the Manager’s scorecard immediately.

The process flow is indicated more clearly in the diagram, as follows:
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The Performance Management Cycle involves the following four phases:

PLANNING, MONITOR/ MEASURE, REVIEW, AND REPORTING AND RECOGNITION

These may be unpacked further as follows:
PHASE 1: PLANNING

The institutional performance is informed by the IDP, Municipal Budget and SDBIP. The employee’s
are expected on annual basis to commit themselves in achieving the objectives outlined in the above
documents. These commitments are reflected in the employees score cards and performance plans.

The employee score cards, performance plans must be compieted and signed off as per Regulation
and/ or legislation.

PHASE2: MONITOR/MEASURE



Monitoring of performance will be an ongoing process throughout the year and will run parallel to the
implementation of the 1DP. It will be conducted within each department. Evidence of performance
will be gathered, stored by each department and presented to substantiate claims of meeting (or nat
meeting) performance targets and standards. The files gathered from this information will be
regarded as Portfolio of Evidence (POE) and must be kept for purposes of performance
measurement, performance reviews and audit in other phases.

PHASE 3: REVIEW

Performance review is a process where the municipality, after measuring its own performance as
detailed in the previous phase, assesses whether its performance is giving effect to the IDF. This
phase involves jointly assessing actual performance against set targets, which fakes place on a
quarterly basis in the form of formali and informal reviews.

PHASE 4: REPORTING AND RECOGNITION

Reporting requires that the municipality take its KPA's, KPI's, objectives, targets, measurements
and analysis and present this information in an agreed institutional reporting format on a
monthly/quarterly/half-yearly and annual basis. This phase establishes the link between
performance and reward. It aims to direct and reinforce effective work behaviours by determining
and allocating equitable and appropriate rewards to employees where such has been identified.

During these sessions it is required that the incumbent and line management meet, in order to
discuss progress and to develop action plans in areas where appropriate interventions are required.

Records are required to be maintained of all discussions and action plans, which are developed as
a result.

11. MEASURING EMPLOYEE PERFORMANCE (Directors)

The criteria to measure an employee performance (Directors) will be reflected on the
scorecard as outputs (or agreed upon objectives, i.e. targets). This describes exactly what
was required to be achieved during the year.

Performance Indicators for each output will be provided and will detail the evidence that will be
required to assess whether or not the employee has achieved the required objective.

Actual performance will be evaluated on evidence provision and a Portfolio of Evidence will be
required to be presented for each performance indicator in order to substantiate the
achievement or non-achievement of required performance in all areas highlighted within the
scorecard.

The respective s.54A and 56 Manager/Employee will be required to give a verbal account on
specific achievements/non achievements and the reasons for any deviations. Formal
documentary evidence (evidence portfolio) must be provided to validate performance.
Documentary evidence (evidence portfolio’s may also be used to substantiate performance or
to settle disputes and such evidence will be requested._A column entitied “Reason for



12.

13.

14.

16.

Deviation” will be completed to indicate reasons for over or under achievement, so that ratings
may be made within context.

WEIGHTINGS AND INDICATORS (Technical, CMC’s and CCR’s)

Indicators will be weighted according to the impact within each Key Performance Area on the
scorecard.

As a standard rule and to ensure a balanced scorecard-type approach performance
management, 80% of the final score will be made up of the Technical Key Performance Areas
for the position in question.

CCR's (cross-cutting results) or Core Management Competencies (CMC's) will account for
20% of the final score.

As in the case of all indicators, evidence is required in order to measure actual performance
achieved against the desired objectives.

THE FINAL ASSESSMENT (January)

The final assessment for the Performance Cycle occurs during January (after the adoption of
the draft annual report of the previous financial year), however no ratification and payment of
bonuses may be concluded until the Annual Report for the same period under review has been
submitted to and ratified by Council.

THE PERFORMANCE REVIEW PANEL (FINAL REVIEW)

The constitution of the Performance Management System Evaluation Committee will be as
follows:

15.1Municipal Manager:
(1) Mayor;
(2) Chairperson of the performance audit committee or the audit committee in the
absence of a performance audit committee;
(3) Member of the executive committee; (Portfolio Head: Corporate Services)
(4) Mayor or Municipal Manager from another municipality; and
(5) Member of a ward committee as nominated by the Mayor.

15.2 Directors:

(1) Municipal Manager,

(2) Chairperson of the performance audit committee or the audit committee in the
absence of a performance audit commitieg;

(3) Member of the executive committee ; and

(4) Municipal manager from another municipality

PERFORMANCE INFORMATION



Managers will be required to provide reports with evidence to support any formal evaluation of
performance and will prepare for assessment meetings accordingly. Itis critical to ensure that
documentary evidence to support performance achieved, is obtained and filed in a folder
termed a Portfolio of Evidence. This document is made available to the Performance Review
Panel, so that assessment results are able to be justified. SDBIP's must be used as the basis
for measuring actual performance against planned targets.

Portfolios of Evidence files shall be required for purposes of monthly, quarterly, mid-year and
annual performance reports.

The documentary evidence (POE) may alsc be used to substantiate performance or to settle
disputes and such evidence will be requested.

16. SCORING PROCESS AND PROCEDURE

The process of scoring Directors should be interms of the municipal performance management
regulations.

Evaluation and/or scoring of these Managers are required to be undertaken on  a quarterly
basis. The most critically important reason for doing this quarterly is to ensure that issues are
addressed “sooner rather than later”, should deficiencies in performance exist.

Appropriate action in the “best interests of Council” would be enabled, thereby ensuring that
Council is most likely to achieve its performance targets.

In the case of final evaluations and more specifically within the process of scoring, it is required
that scores be made by each contributing member of the panel on a separate Score sheet. All
scores from all parties are then averaged and a single consolidated score is written on the final
scorecard (representing the average scores). The calculation of the average scores is done by
the members of panel only, taking into account the score of the assesse.

1.1 The role of the Chairperson will be to lead the Evaluation Panel through the process of
Performance Evaluation and to ensure that this occurs systematically and fairly as per system
requirements.

1.2 The following procedure will be undertaken in this process of Performance Measurement and
will be facilitated by the Chairperson:

1.2.1 During each evaluation, the Chairperson will lead the process by outlining each area on the
populated scorecard.

122  Each member of the panel will rate the Manager under discussion.

1.2.3 The respective Directors will then be required to give formal documentary evidence to
validate performance.

1.2.4 SDBIP's/documentary evidence and evidence portiolios must be used to substantiate
performance or to seftle disputes as and when required.

125 The chosen areas for the CMC’s are clearly defined as per Municipal Performance
Regulations and this must be used when scoring, so as to ensure consistency of
application.

1268 SDBIP's must be made available up front, so that easy reference can be made and
evidence obtained



1.2.7 Measures or scores from 1 — 5 will be used to rate each area under review and the
guidelines and definitions for these ratings will appear for ease of reference on the score
sheets.

17. RATING SCALE1TO S5

1 Performance Unacceptable

2 Performance Not Fully Effective

3 Performance Fully Effective

4 Performance Significantly above expectations
considering the circumstances: More than half (50%)
of the Performance criteria and indicators specified in
the Scorecard were met

5 Performance Qutstanding considering the
circumstances

(1) Finally, all scores (as indicated on separate panel members’ score sheets) will be added
together (including scores by the assesse, which are meant to guide the panel) and divided by
the number of panel member's present (who scored). An average or consolidated score will
then be obtained for each area under review.

(2) A column that reads “Reason for Deviations” will be completed for all scored areas and scores
in order to offer insight where deviations have occurred.

(3) A report indicating alf consolidated scores will be submitted to the Mayor within 2 weeks.

(4) Every effort must be made to evaluate performance objectively,
realistically and accurately.

18. Failure to do so (resulting in over- or under-stating performance) can only be detrimental —
both to the organization and to the individual.

18. RECOGNITION AND QUALIFICATION FOR BONUSES (Directors)

The Municipal performance regulations for §.56 Managers promulgated in August 2006 in
respect of the management of performance evaluation outcomes indicate that a performance
bonus ranging between 5% and 14% of all-inclusive remuneration package may be paid in
order to recognize outstanding performance.



In determining the performance bonus, it must be noted that the relevant percentages will be
required to be based on the overall rating calculated by using he applicable assessment
rating calculator.

Accordingly:

A score of 130% to 149% is awarded a performance bonus ranging from 5 — 9% and

150 and above is awarded a performance bonus ranging from 10-14%.

The electronic calculator will be used to calculate the scores and ultimately the
performance bonus a manager qualifies for.

Score % Bonus
130 5
134 6
138 7
142 8
146 9
150 10
154 11
158 12
162 13
166+ 14

The KPA’'s must constitute 80% of the final score and the CCR's must constitute 20% of the final
score,

20. PERFORMANCE REVIEWS

Performance Reviews shall be as follows:

Performance Reporting Period Date

15t Quarter Informal 07™ October
Mid-Year Formal 07" January
3™ Quarter Informal 07" April
Annual Performance Formal 07" July

In the event that the above mentioned dates fall on a weekend, a Friday before shall serve as the
submission date



Performance reviews, formal and informal shall be coordinated by the office of the municipal manager;
prior to performance information being presented to the IDP and PMS Office in the Office of the
Municipal Manager

On submission of the performance information, covering report will be prepared by the IDP and PMS
Manager and submitted to the internal audit unit for final verification and confirmation

21. MANAGEMENT OF POOR PERFORMANCE

Poor perfomance will be required to be managed through ongoing coaching, however, formal
coaching is required to be conducted during the September and March reviews.

Failing the required improvement in performance, the employees will be managed as per the terms
of their performance contracts and agreements (as per s.54A and 56 fixed-term contract positions)
whilst other employees will have performance managed as per the Disciplinary and Grievance
Procedure and Code.

In the event of blatant poor performnance when all avenues are explored it wilt then be the prerogative
of the employer to do further recourse taking into account the Municipal Performance Regulations

22 STAKEHOLDER ANALYSIS AND THEIR ROLES

STAKEHOLDERS INVOLVEMENT WITH: BENEFITS
IDP, ORGANISATIONAL PM ,
INDIVIDUAL PM
COUNCILORS:
» Mayor s Facilitate development of longterm |«  Optimum and equitable
+ Executive Vision, IDP and PMS. service delivery.
Committee ¢ Provide strategic direction and + Promotes public

awareness and
satisfactions.

manage development of IDP.
Manage the implementation of

+ Standing / Portfolio
Committee

e Council

strategy. e Facilitates a process of

Review and monitor the
implementation of IDP.

Adapt PM framework and approve
the IDP,

Monitor Performance.

benchmarking and
collaboration with other
municipalities.
Provides a mechanism
for the monitoring,
implementation and
review of the IDP.

23. DISPUTE RESOLUTION

Directors that have negotiated Fixed-Term Contracts:

(1) In the event that the section 54A and 56 Manager is dissatisfied with any decision or action
of the panel in terms of the Performance assessment, or where a dispute or difference arises




as to the extent to which the Manager has achieved the performance objectives and targets
established in terms of the Agreement, the dissatisfied Manager may meet with the
chairperson with a view to resolving the issue. All detail must be duly documented.

(2) Inthe event that the Manager remains dissatisfied with the outcome of that meeting, she/he
may raise the issue in writing to the next higher level of institution (Council) requesting that
the issue be heard.

(3) The Council will discuss the matter and take a resolution upon the dispute.
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