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Part 1 - Annual Budget
1.1 Mayor’s Report

We are indeed living in difficult times given the current Covid 19 pandemic that has rocked the
entire world. It is important that as the Municipality, we play our role in terms of protecting the
lives of our residents during this pandemic by unlocking all the resources that are at our disposal.

This budget is a service delivery-based budget as we are faced with the Covid 19 pandemic and
ensuring that even after we have defeated the Corona Virus, the livelihood of our residents
continue to improve. '

Section 215 of the Constitution of the Republic of South Africa requires that all National, Provincial
and Municipal budgets and budgetary processes promote the following principles -

- Transparency;
- Accountability; and
- The effective financial management of the economy, debt and the public sector.

In order to fulfill this constitutional obligation towards the citizens of South Africa, sound financial
principles and policies should be adopted and applied by municipalities at all times.

Most municipalities in South Africa, with Ubuntu Municipality being no exception, are faced with
numerous community needs, infrastructure backlogs and financial distress. The cash resources
available to eradicate infrastructure backlogs, redeem the debt that was accrued in previous
financial years and to attend to the vast number of needs are very limited to deplete. It is thus the
responsibility of Council to strike the perfect balance between delivering high quality basic
services while also ensuring that the municipality remain financially viable.

The municipality has been experiencing financial difficulties over recent years to the extent that
all financial resources are almost depleted, while there are still significant liabilities that need to
be settled.

From a sustainability point of view, it is of the utmost importance to ensure that budgets are
implemented where cash resources aré maintained (or even improved) at acceptable levels. In
order to ensure that acceptable levels of cash are maintained at all times, the municipality shotild
continuously explore the following options:

- Cut back on operational expenditure to a point where the budget will be cash funded. .

- Council should refrain from allocating resources to non-priority expenditure items.

- Limit capital additions from own resources in times when own resources are scarce.

- Ensure vigorous and aggressive debt collection mechanisms are put in place. Itis time
that we as consumers starts paying for all the services that we need. -

The following long-term strategies should also be explored:

- Explore avenues to increase internal revenue streams. Currently the only option for the
municipality is to increase rates and tariffs. The municipality should however guard
against excessive increases that might be counterproductive and lead to an increase in

non-payment; m
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- Ensure that all departments with the ability to generate own revenue become cost
reflective (i.e. traffic department, electricity, refuse and sanitation departments). These
departments should not be financed from property rates or service charges; and/or

- Explore further avenues to obtain more grants funding for operating and capital
purposes (keeping in mind the additional maintenance expenditure that will still be the
liability of the municipality even though the additional capital acquisitions are financed
from external sources).

- The municipality is herewith introducing the Small Scale Embedded Generation by law to
stimulate and encourage alternative energy production. Kindly visit the by law that deals
with this which is attached.

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

Fiscal constraints mean that transfers to municipalities will grow more slowly in the period ahead
than they have in the past. Accordingly, municipalities must renew their focus on core service
delivery functions and reduce costs without adversely affecting basic services. Furthermore,
municipalities must ensure that efficiency gains, eradication of non-priority spending (cost
containment measures) and the reprioritization of expenditure relating to core infrastructure
continue to inform the planning framework.

The state of the economy has an adverse effect on the consumers. As a result, municipalities’
revenues and cash flows are expected to remain under pressure. Furthermore, municipalities
should carefully consider affordability of tariff increases, especially as it relates to domestic
consumers while considering the level of services versus the associated cost. To assist
municipalities, Government will also provide support to improve revenue collection.

The Medium-Term Strategic Framework (MTSF) priorities for structural reform over the period
ahead include:

- Building the capacity of local government through the “back to basics” approach which
will focus on improving service delivery, accountability and financial management. Local
government should be effective and efficient; and this will be measured by its ability to
perform the basic mandate of service delivery.

- Reshaping South Africa’s urban environment through integrated spatial planning and an
expansion of the municipal debt market. Municipalities play a critical role in growing the
economy through well-planned and well-managed urbanization. In order to achieve this,
large municipalities require massive investment to stimulate growth, maintain
infrastructure and ensure that basic services are provided for growing populations. The
municipality is also embarking on rewriting the core service master plans that will create

the map for economic and other developments. |

Sustainable job creation remains a national priority. Ubuntu Municipality is committed to this
cause through the full participation in the Expanded Public Works Program (EPWP). The
municipality does however recognize the fact that the EPWP incentive provided by National
Government will not succeed as a stand-alone solution to address unemployment and poverty in
the municipal area and for this reason the municipality will always strive to do more to assist the
community. However, Council (and the community) should recognize the fact that it is very
important for the municipality to be financially viable first, before it will really be in a position to
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assist the community that is very much in need. A financial recovery plan has been put in place
to avoid service delivery comes to a standstill.

The Integrated Development Plan (IDP) is a 5-year strategic developmental plan, setting strategic
and budget priorities as required in terms of the Municipal Systems Act of 2000. It is a plan to
help us set our budget priorities, so in essence it indicates how Ubuntu Municipality will spend its
money for the next five years. The IDP is alignment with National Key Performance objectives
and the MTREF. Therefore, the IDP enables Ubuntu Municipality to make the best use of scarce
resources and it also enables the councilors to make decisions based on the needs and priorities
of their communities.

With the IDP, Ubuntu Municipality can:

- Develop a clear vision

- |dentify its key development priorities .
- Formulate appropriate strategies )
- Develop the appropriate organizational structure and systems

- Align resources with development priorities

In view of the aforementioned, the following table is a consolidated overview of the proposed
2020/21 Medium-term Revenue and Expenditure Framework:
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Table 1 Consolidated Operating Overview of the 2020/2021 (R’000)

NC071 Ubuntu - Table A1 Budget Summary

2020121 Medium Term Revenue &
Description 2016117 201718 201819 Current Year 2019/20
Expenditure Framework
R thousands Audited Audited Audited Original Adjusted Full Year Pre-audit | Budget Year| Budget Year| Budget Year
Outcome | Outcome | Outcome Budget Budget Forecast outcome 2020121 +1 2021122 | +2 202223
Financial Performance
Property rales 5343 5043 9260 9065 19043 19943 - 10 214 10 791 10791
Service charges 24734 18725 25 659 26991 31832 31832 - 31972 40 081 40081
Investment revenue 318 402 436 364 364 364 - 386 409 409
Transfers recognised - operational 29 434 35044 30795 38707 38 697 38697 - 41 866 43963 46 684
Other own revenue 36039 37138 22 646 37 859 41 567 41 567 - 40 129 42 533 42533
Total Revenue (excluding capital transfers and 95 867 96 353 97 797 112 986 132 403 132 403 - 124 567 137776 140 497
contributions)
Employee costs 28 899 28698 30252 43831 KTESL) I - 40945 437397 45970 |
Remuneraion of councillors 2 464 2603 2766 2691 3002 3002 - 3002 3161 3328
Depreciation & asset impairment 46 672 24780 31508 28711 31603 31603 - 30433 32 259 32 259
Finance charges 5867 6765 7544 5802 5802 5802 - 6 150 6519 6519
Materials and bulk purchases 17 664 18 025 16 437 10522 19522 19522 - 20 694 21935 21935
Transfers and grants - { - - 1000 - - - 87 93 93
Other expenditure 66 907 50299 41530 54 186 47 660 47 660 - 55 266 58 568 58 586
Total Expenditure I~ 168472 137171 136038 15571 145063 145063 - 156 577 65927 | 166 691 |
Surplusl(Deficit) (72 604) (34°817) 2N @279 (12660)| (12660) - POty (28159 (25 794)
Transfers and subsidies - capital (monetary
allocations) (National / Provincial and District) 2101 12829 9110 14 975 20 175 20175 - 24934 19397 30735
Transfers and subsldies - capilal (monetary
allocations) (National / Provincial Deparimental
Agencles, Households, Non-profit Institutions,
Privale Enterprises, Publlc Corporalons, Hgher
Educational Institufons) & Transfers and subsldies -
capital (inkInd - all) 2142 3587 1452 - - - - - - -
Surplusi{Deficit) after capital transfers & ©8 36N (18 401)| (27 679) (27 784) 7515 7515 - (7 076) (8755) 2541
contributions
Share of surplus/ (deficit) of associate - - - - - - - - - -
Surplus/{Deficit) for the year (68 361) (18 401) (27 679) (27 784) 7515 7515 - (7 076) (8 755) 2541
Capifal expenditure & funds sources
Gapital expenditure 4643 11 405 8764 14 975 20 375 20 375 - 25234 19397 30701
Transfers recognised - capital 4643 11223 8 406 14 975 20175 20175 - 24934 19 397 30701
Borrowing - - - 0 0 0 - 0 0 0
Internally generated funds - 182 358 - 200 : 200 - 300 0 0
Total sources of capital funds 4643 11 405 0764 14 975 20 315 20 375 - 25 234 19 397 30701
Financfal position
Tolal current assels 15683 24641 25 855 18008 28792 28792 - 15 980 16 921 15139
Tolal non current assefs 652 709 639 600 616 060 15175 646 378 646 378 - 646 678 698 113 753 986
Total cument liabilites 75034 69 820 81723 (1 530) 83 412 83 412 - 83 413 89 840 96 780
Total non current liabilifes 3846 26 477 19 928 8846 18 047 18 047 - 12 432 12 432 12432
Community wealth/Equity 584 512 567944 540 264 25 867 573711 5713711 - 566 813 612762 65§‘912
Cash flows
Net cash from (used) operating 3035 13027 5914 15 536 22705 22705 - 27 986 20 338 28 953
Net cash from (used) Investing (4 643) (11 223) 842 (14 975) (15 175) (15175) - (24 934) (19 397) (30 735)
Net cash from (used) financing 1 569 (58) (816) - (7 300) (7 300) - - - A
Cashlcash equivalents at the year end 2529 5174 1860 3129 2090 2090 - 5142 6083 4301
Cash backinglsurplus reconcilialion
Cash and Investments available 2529 5174 1860 18 008 2090 2090 - 5142 6083 4301
Application of cash and investments 63 840 57 828 69 168 (1 530) 67 102 67 102 - 74 050 81123 88 064
Balance - surplus (shortfall) (61 312) {52 654) {67 328) 19 538 (65012) (65 012) - (68 909) {75 040) (83 763)
Asset management .
Asset register summary (WDV) 652 709 639 600 616 060 15175 646 378 646 378 646 378 646 676 698 113 753 986
Depreciation 46 672 24780 31 509 28711 31 603 31603 31603 30433 32 259 32259
Renewal and Upgrading of Existing Assets - 203 3137 14 975 9970 9970 9970 9934 10 397 10701
Repairs and Maintenance - - - - - - - - - -
Free services
Cost of Free Basic Services provided 9 26069 3199 125 1027 1027 1140 1140 1208 1208
Revenue cost of free services provided 1516 766 961 921 1 455 1455 606 606 642 642
Households below minimum service level
Water: - - - - - - - - - -
Sanilafion/sew erage: - - - - - - 1 1 1 1
Energy: = = = - - - - - = =
Refuse: - - B - - - - - - -
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Table 2 Consolidated Capital Overview of the 2020/2021 (R’000)

Vote Description

R thousand

Ref

2016117

2017118

2018119

Current Year 2019/20

2020/21 Medium Term Revenue &
Expenditure Framework

Audited
Ouicome

Audited
Outcome

Audlted
Outcome

Orlginal Adjusted Full Year
Budget Budget Forecast

Pre-audit
outcome

Budget Year
2020/21

Budget Year
+1 2021122

Budget Year
+2 2022123

Capltal expenditure - Vote
Multi-year expendiiure to be appropriated
Vole 1 - Office of the Municipal Manager
Vols 2 - Financlal Services Direclorale
Vole 3 - Corporale & Communily Services
Vota 4 - Infrastructure & Planning
Vole 5 - COMMUNITY & SOCIAL SERVICES
Vote 6 - Execufive and Council
Vol 7 - [NAME OF VOTE 7]
Vols 8 - [NAME OF VOTE 8]
Vote 9 - [NAME OF VOTE 8]
Vota 10 - [NAME OF VOTE 10]
Voto 11 - [NAME OF VOTE 11]
Vole 12 - [NAME OF VOTE 12]
Vole 13 - [NAME OF VOTE 13]
Vole 14 - [NAME OF VOTE 14]
Vola 15 - [NAME OF VOTE 15)
Capltal multl-year expenditure sub:total

Single-year expendilure to be appropriated
Vole 1 - Ofice of the Municipal Manager

Vole 2 - Financlal Services Direclorale
Vole 3 - Corporate & Communily Services
Vote 4 - Inkaskucture & Planning
Vote 5 - COMMUNITY & SOCIAL SERVICES
Vota 6 - Execulive and Councll
Vola 7 - [NAME OF VOTE 7)
Voto 8 - [NAME OF VOTE 8]
Vots 9 - [NAME OF VOTE 9]
Vots 10 - [NAME OF VOTE 10]
Vots 11 - [NAME OF VOTE 11]
Vota 12 - [NAME OF VOTE 12]
Vota 13 - [NAME OF VOTE 13}
Vote 14 - [NAME OF VOTE 14)
Vots 15 - [NAME OF VOTE 15]
Capital single-year expenditure sub-total

17405 |

Total Capltal Expenditure - Vote

11 405

Capltal Expenditure - Functional
Governance and adminls(rallon
Execufive and council
Finance and adminlskaion
Internal audit
Communlty and public safety
Community and soclal services
Sport and recreafion
Public safaty
Housing
Health
Economlc and environmen!al services
Planning and development
Road transport
Environmental protaction
Trading services
Energy sources
Waler management
Wasle water management
Wasle management
Other

9870 15170 16 170

- 200 200

17 434

300

Total Capltal Expenditure - Functlonal

w

11 405

14975 20375 20375

25234

Funded by:

Nafional Government
Provinclal Government
District Municlpalty

allocafions) (Natonal / Prov ncial
Departmental Agencles, Households, Non-

Corporatons, Higher Educafonal Insiluf

Transfers and subsldles - caplial (monalary

profit insfutons, Prlv ale Enterprises, Publio

4643

11223

363

14975 20 175 20 175

24034

Transfers recognlsed - capltal

Borrowing
Internally generaled funds

s

4643

11223

182

8 406

358

14 975 20175 20175

24 934

300

19 397

30 701

Total Capltal Funding

4 643

11 405

6764

14 975 20375 20 375

25 234

19 397

30 701
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1.2 Council Resolutions

The budget was approved via email council meeting and 6out of 7 councillors approved the
budget. Resolution number is 202003312/01.

1.3 Executive Summary

For Ubuntu Municipality to continue improving the quality of services provided to its citizens it
needs to generate the required revenue to fund the expenditure program of the municipality. In
these tough economic times, strong revenue management is fundamental to the financial
sustainability of every municipality. The reality is that we are faced with development backlogs
and poverty.

The expenditure required to address these challenges will inevitably always exceed available
funding; hence difficult choices have to be made in relation to tariff increases and balancing
expenditure against realistically anticipated revenues.

For the previous three years [2016/2017, 2017/2018 and 201 8/2019] received a qualified audit
opinion with regards to annual financial statement, there were also issues raised with regards to
compliance of legislation and only during 2018/2019 financial year the performance
management system was submitted for audit. However it was disclaimed. A lot of work is
needed to strengthen the internal control to ensure an unqualified audit opinion, compliance with
legislation and performance management system that is line with the relative legislation.

There were no mayor changes to the IDP. The IDP is in alignment with the national KPA’s and
the MTREF.

The municipality is introducing a few new budget related policies. It is available on the website
for public comments.

All tariffs will increase with 6% except for electricity which will increase with 6.22% as prescribed
by NERSA. There is a sever cash shortage on the budget; see table A8. This is due to growing
debt book. The credit control and debt callection policy/ by law need to be implemented more
effectively to save the municipality from severe service delivery and contractual ',
nonperformance. It is quite concerning that some government departments and business does
not pay their rates and taxes. This is not allowable and needs to be dealt with. The cost
containment measures also need to be implemented to cut the expenditure to ensure that there;,

3

is enough cash to reduce the growing creditors book.

Y
N

In view of the aforementioned, the following table is a consolidated overview of the proposed
2020/2021 Draft Budget:

P
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Table 3 Consolidated Overview of the 2020/21 Draft Budget (‘0000)

NCO071 Ubuntu - Table A4 Budgeted Financial Performance (revenue and expenditure)

Description

Ref

201817

201718

2018/19

Current Year 2019/20

202021 Medium Term Revenue & Expendilure

Framework
R thousand 1 Audited Audited Audited Original Adjusted Full Year Pre-audit Budget Year | BudgelYear | Budget Year
Outcoma Outcome Outcome Budget Budget Forecast outcome 2020124 +1 2021122 +2 2022123
Revenue By Source

Properly rales 2 5343 5043 9260 9065 19943 19943 - 10214 10791 10791

Service charges - elechicily revenue 2 11531 11800 13320 13919 11589 11669 - 18115 25393 25393

Service charges - waler revenue 2 5761 2508 9617 4750 10922 10922 - 5035 5337 5337

Servifﬁ charges - sanitafon revenue 2 3584 2590 1462 4521 4521 4621 - 4793 5080 5080

i

Service charges - refuse revenue 2 3848 3679 1361 3801 4 800 4800 - 4029 421 421

Rental of fadififes and equipment - - LiL] 204 1700 1700 - 216 229 229

Intresteamed - external invesiments - - 421 364 364 364 - 3686 409 409

Intrestearned - oukslanding debbrs - - 9053 3170 5182 5182 - 3361 3662 3562

Dhvidends received = - 9 0 oo 0 = 0 0 0

Fines, penalfes and orkits - - 11533 33402 33402 33402 - 35 406 37531 3753

Licences and permils = = - = = = = = - =

Agency services - = 532 350 5450 550 - n 393 393

Transters and subsidies - - 39200 - - - - 41866 43963 46684

Oher revenue 2 2516 4431 426 132 732 732 - 718 818 818

Gains - - - - - - - (o) () (|
Total R (excluding capital t and 32602 30219 96211 74219 93708 93708 - 124 567 137776 140 497
contributions)

Expenditure By Type

Employea relaled cosls 2 29098 28891 33923 43831 37474 37 474 - 40845 43391 45970

Remunerafon of councilors - - 2766 2691 3002 3002 - 3002 3161 3328

Debtimpairment 3 - - 19925 35097 32087 32097 - 37203 33 435 39435

Depreciafon & asselimpairmenl 2 46672 24780 30751 271 31603 31603 - 30433 32269 32259

Finance charges - - 6732 5802 5802 5802 - 6150 6519 6519

Bulk purchases 2 17 644 25100 18251 19491 19491 19491 = 20 661 21600 21900

Oter materials 8 - - 186 3 3 kil - 33 35 35

Conackd services 5878 4251 5929 6970 6970 6970 - 6232 6726 6726

Transters and subsidies - = - 1000 - - - 87 93 93
_ Other expendibre 4,5 11496 10959 16225 - - - - 11831 12 407 12426

Losses - - - - - - - 0 (0) {0)
Total Expenditure 110 687 93981 134 688 143 624 136 470 136 470 - 156 577 165 927 | 168 691
Surplush{Doflcit) (78 085) (63763) (38476) (69 346) (42764) (42 764) = (32010) (28152) (28 194)

Transfers and subsidies - capilal (monelary

allocafons) {Nafonal / Provinclal and Distict) - - B 847 14975 20176 20175 - 24934 19397 30735

Transfers and subsidies - capital (monelary

allocatons) (Nafonal / Provincial Departmental

Agendies, Househo'ds, Non-proftinsiufons, Private

Enlerprises, Public Corporalons, Higher Educafonal

Insibutons) 6 -

Translers and subsidies - capilal (in-kind - all) - - = - = - - - = -
Surplus!(Defici) after capltal transfers & {78 085) (63 763)| (29629) (54371) (22.569) (22 689) - (7076) (8755) 2541
contributions

Taxaton - = = = = = = = z =
Surplusf(Deficit) after taxation (78 085) (63 763) (29 629) (54371) (22 689) (22 589) = (7 076) (8 765) 2541

Afribulable o minarifes = = = = = = = - - ed

plusi(Deficlt) attiibutable to municlpal (18.085) 163 763) (29 629) (54371) (22 589) (22 589) - (7 076) {8 755) 254

Share of surplus/ {defcil) of associate 7 = = = = = = - = - =

Surplus/(Dellcit) for the year (78085) (63 763)] (29 629) (54 371)| (22 589) (22 589) - (7 076)] 18 755)] 2541

As can be seen from the above, the growth in own revenue is not keeping up with the growth in
operating expenditure over the MTREF. This will result in the scenario where insufficient revenue

is generated to cover all operating expenditure.

Ubuntu Local Municipality recognize the fact that there are significant non-cash items included in
operating expenditure (such as depreciation and debt impairment), and ultimately the municipality
should review the impact that the proposed budget will have on the cash position of the
municipality before reaching any conclusions with regards to the affordability of the planned

expenditure program.

As a rule of thumb, all trading services (water, electricity, refuse and sanitation) should be cost
reflective, meaning that sufficient revenue is raised to cover all the costs associated with the
provision of the service. Service delivery is currently under severe pressure at the municipality.

31 March 2020
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Currently with the draft cost of supply information at disposal the municipality is running material
losses on all key services. This can be mainly attributed to water and electricity theft, meters not
working and dilapidated bulk infrastructure. The IDP addresses some of these issues.

Electricity is historically the largest “profit making” service and for many years assisted
municipalities to ensure that budgets are funded. However, with significant increases in the cost
of bulk electricity (provided by Eskom) and the inability of the municipality to pass these cost
increases down to the Ubuntu Municipality consumer, the municipality is not able to generate a
gross profit in delivering electricity to the consumers. With a proposed tariff increase in the service
charges and the bulk purchase price of 6.22% CPI (proposed by NERSA).

With the cost of bulk purchases largely beyond the control of the municipality, and the constraints
with regards to excessive consumer tariff increases over and above already provided in the
budget, the municipality should investigate the service to reduce the deficit. One option is to
investigate illegal connections to reduce distribution losses to a minimum. Internal consumption
should also be limited. X

Other than the trading services, the municipality should also ensure that departments with the
ability to generate its own revenue are delivering a cash surplus to fund other operations.

Auditor-General

Ubuntu Municipality has attained two (3) qualified audit reports, one (1) disclaimer report and
two (1) unqualified (with matters) in the last five years. Whilst having a qualified audit opinion
rather than an unqualified, audit has subsequently no effect on the financial stability or
performance of this Council, however does have a considerably negative effect upon the
sentiment of investors, banking and all relevant stakeholders in all their aspects locally and
internationally. It is therefore remarkable that locally there remains a very few individuals
ignorant and talkative who appear to want nothing more than to criticize Ubuntu’s very
considerable achievements for reasons that are nothing more than politically motivated.

Ubuntu Municipality has their sights on “clean” governance and we will attempt to reach the
level requested by Provincial government by 2022.

Legislative compliance, good governance and clean audits require competent and qualified staff
at all levels throughout Council directorates. ]

mSCOA

The Municipal Regulations on a Standard Chart of Accounts (mSCOA) is applicable to all
municipalities and municipal entities with effect from 01 July 2017. Ubuntu Municipality is
expected to be fully compliant with mSCOA effective 1 July 2020. The mSCOA project of
National Treasury and the resources required, human and financial, to undertake it successfully
is imposing strains upon the administration. MSCOA is not a simple financial system change, it’
is a change in the manner in which Council undertakes and reports on its business activities.

Tariff Implications of the Annual Budget

It is recommended that because of the continuing stresses being placed on the commercial and
industrial sections of the economy that no differentiation in rate and tariff increases is made
between domestic and non-domestic sectors in this budget until there is a noticeable and
positive shift in economic trading conditions.

31 March 2020 9

M



UBUNTU LOCAL MUNICIPALITY Draft Budget 2020/2021

Electricity Tariff

v The municipality has embarked on a Cost of Supply Study with regards to electricity
tariffs. Ubuntu LM will engage National Energy Regulator of South Africa to increase the
tariffs smoothly over the MTREF in order to have a cost reflective tariffs in future.
Currently the electricity department is being run at a lost and one of the consequences is
that we are unable to pay for bulk purchases from Eskom. This debt is increasing
annually and this council cannot create a burden for the next generation. The council is
also considering other methods like renewable energy. Kindly see the SSEG by law
attached.

ALIGNMENT OF ANNUAL BUDGET WITH INTEGRATED DEVELOPMENT PLAN

It is clear from the below table that the IDP is in alignment with the SDBIP, National KPA'S and
MTREF.

Rowlabels  |=| sumof2020/2021
'KPA 1: Basic Service Delivery and Infrastructure Delivery 89 889 402.00 |
'KPA 2: Local Economic Development 200000.00
KPA3: Municipal Financial Management & Viability 1767 944 496.00 |
‘;KPA 4: Municipal Transformation & Institutional Development 1080 745.00
Grand Total 1859 114 643.00

The process was influenced by:

% Project progress information as provided by Heads of Departments.
& An extensive data search to update the analysis chapter.
% Inputs from community-based planning initiatives.

The alignment of the IDP with the budget is illustrated in the A Schedule tables SA4, SA5 and
SABG and the strategic objectives link with the capital projects.

LEGISLATION COMPLIANCE STATUS

The Municipal Finance Management Act brought about uniformity, accountability and control
measures to local government in terms of financial reporting and budgeting. The Act required a
high level of transformation financial disciplines and planning.

New budget regulations were published in Gazette nr. 32141 on 17 April 2009. The object of
these regulations is to secure sound and sustainable management of the budgeting and reporting
practices of municipalities by establishing uniform norms and standards and other requirements
for ensuring transparency, accountability and appropriate lines of responsibility in the budgeting
and reporting process. The 2020/2021 budgets for all municipalities need to comply with these
regulations. ~

OVERVIEW OF BUDGET ASSUMPTIONS

INTRODUCTION

31 March 2020 10
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Ubuntu Local Municipality is the same as virtually every other local municipality outside the
major metropolitan areas. What this means is that the middle to upper income groupings are
billed for the vast majority of Council services.

BUDGET ASSUMPTIONS

Bud_géts are prepared in an environment of uncertainty. To prepare meaningful budgets,
assumptions need to be made about internal and external factors that could influence the
budget. |

Based on the budgeted related policies that was amended and data integrity project conducted
by NCPT, the estimated collection rates are as follows.

TRAFFIC FINES 15%
WATER 60%
ELECTRICITY 90%
REFUSE 60%
SEWERAGE 60%
PROPERTY RATES 60%

FINANCIAL VIABILITY

Financial viability and sustainability are one of the major cornerstones that needs to remain intact
to ensure that municipalities follow through on their constitutional obligation to deliver high quality
basic services to the citizens of South Africa.

From the perspective of a municipality, the focus point of any sustainability and viability analysis
revolves firmly around the municipality’s ability to implement policies that contributes to the
preservation of cash resources over the long term. It is critical therefore that all consumers and
residences pay for the services and rates within 30 days.
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FINANCIAL PERFORMANCE INDICATORS

NCO071 Ubuntu - Table AB Cash backed reservesfaccumulated surplus reconciliation

2020/21 Medium Term Revenue &
Description Ref| 2016117 2017118 2018119 Current Year 2019/20
Expendlture Framework
B Audited Audited Audited Original Adjusted Full Year Pre-audit | Budget Year | Budget Year | Budget Year
Oufcome Oufcome Qutcome Budget Budget Forecast outcome 2020/21 +12021/22 | +22022123

Cash and Investments avallable

Cash/cash equivalents atthe year end 1 2529 5174 1860 3129 2090 2080 - 5142 6083 4301

Other currentinvestments > 90 days 0 0 0 14 879 0 0 - 0 0 0

Non current assets - Investments 1 - - - - - - - - - -
Cash and Invesimenis available: 2529 51T 1860 18008 2080 2090 - 5142 5083 4307
Application of cash and Investments

Unspent condifonal ransfers 9040 4112 3002 (1530) (1530) (1 530) - (1230) (1 230) (1230)

Unspent borrowing - - - - - - - - -

Slatutory requirements 2

Other working capilal requirements 3 54 801 53716 66 186 0 60 632 68 632 - 75 280 82 353 89 294

Other provisions

Long ferm investments commitied 4 - - - - - - - - - -

Reserves b be backed by cash/finvestments | 5
Total Applicalion of cash and Investments: 53840 | r—mﬁ'@ i 0zf 67102 - T4 050 51123 30 064 |
[Surplus(shorifall) (G {67 328) 19536 65 012) [650127) - B0 (75040) 83763

It is clear here that the municipality has severe cash problems. It is therefore critical that all
services must be paid to ensure the sustainability of the municipality and the services. Cost
containment also need to be implemented. The inefficiencies in the departments also needs to be

addressed.
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NCO71 Ubuntu - Supporting Table SA8 Performance indicators and benchmarks

w7 | 2w | 20teie Current Year 2019120 202 Mester T erama
Description of financial indicator Basis of pendi
Audited Audited Audited Original Adjusted Full Year Pre-audit | Budget Year | Budgel Year | Budget Year
Outcome Oulcoms Outcome Budget Budget Forecast oulcome 2020121 12021022 | +2202223
Borrowing Management
CreditRalng
Capial Charges b Operafng Expendiure Inkrest& Princpal Pald [Operafng 00% 0,0% §.0% 40% 43% 43% 0,0% 39% 39% 39%
Expendiure
Capital Charges b Own Revenue Finance charges & Repaymentefborrawing 0,0% 00% 11,8% 78% 6,2% 6,2% 00% 14% 69% 6,9%
0wn Revenua
Borrowed finding of'own’ capil expendiure Borrowing/Capital expenditire exd. tanshrs 0,0% 0,0% 0,0% 0,0% 0,0% 0,0% 0,0% 00% 0,0% 0,0%
and gran’s and contbulons
! Safely of Capital
Gearing Long Tetm Borrowingl Funds & Reserves 0,0% 0,0% 00% 0,0% 0,0% 0,0% 0,0% 0,0% 00% 0,0%
Liguidity
Currenl Rafo Gurrenlassek/current Fabitfes - - M 12419427 70,0 700 - 0,2 0,1 01
Currenl Rafo adjusted br aged debbrs Cutrent. less debbrs > 90 days/eurrent - - M| 12499427 700 700 - 0,2 01 01
Eabiifes
Liquidiy Rafo Monetary Assel/CurrentLizbEfes - - 26| 12419228 82 82 - 00 00 (0,0)
[ Revenue Management
i Annual Deblors Cotecfon Rak (PaymantLevel %) [Last 12 Mhs ReceplsLast 12 Mhs Bifng 00% 0,0% 00% 9% T43% T43% 0,0% 92,6% 7.7%
Cuirent Debbrs Colecfon Rab (Cashreceph % 0,0% 0,0% 0,0% 71.9% T43% 743% 0,0% 926% s Ii%
ofRakpayer & Oher revenus)
Ouktnding Deblots b Revenus Tohl Oubtanding Debbors ko Annual Revenue 0,0% 00% 258,0% 0,0% 201,6% 201,6% 00% 87% 79% 7%
Longstanding Debbys Recovered Deblors > 12 Mhs Recovered/Toll Debhis >
12 Monhs Oid
Creditors Management
Cradibrs SyskemEfdency % of Credibrs Paid Whin Terms
(wifin” MFMA' 5 65(c))
Crediors b Cash and Invesinens 0,0% 0,0% 0,0% 0,0% 0,0% 0,0% 00% 3505,4% 3563,1% -50588,6%
Other Indicators
Tokal Voluma Lossas (kW)
Tohl Costof Losses (Rand '000)
Ficly Dist L 2)
Bty Detirionlosses () % Voluma {units purchased and generaied
loss units sold)funlts purchased and generaked
Tolal Volume Losses (k)
Tolal CostofLosses (Rand 1000)
Wakr Dis L
b1 Distbulon Losses 2) % Voluma (unik purchased and generated
less uniss sold)/units prchased and generated
Enployea cosk Enployeo cosk/{Tobl Revenua - capitl B9,3% 95,6% 35,3% 59,0% 40,0% 40,0% 0,0% 329% 5% 327%
ravenue)
Remunerafon Tobl remuneraton/{Total Revenue - capital 0,0% 0,0% 3B,1% 62,6% 432% 432% 35,3% 8% 35,1%
revenue)
Repais & Malnbnanoa R&M/(Tokl Revenue exduding capial 0,0% 00% 0,0% 0,0% 0,0% 0,0% 0,0% 0,0% 0,0%
revenus)
Financa charges & Depreciafon FC&DNTokl Ravenua - capial revenug) 1432% 82,0% 39,0% 46,5% 39.9% 399% 00% 29,4% 281% 218%
IDP regulation financial viabllity Indicators
L Debteoveraga (Tokal Operalng Revenua - Operafing - - 252 186 186 186 - 325 36,8 368
Grank)iDeblservice payments dus wihin
fnancial year)
i.0/S Service Debrs b Revenue Tobl oublanding servics deblore/annual 0,0% 0,0% 708,1% 00% 353,3% 353.3% 0,0% 256% 212% 212%
revenue received bor sarvios
fi. Costcoverage | (Avalabls cash +Investrenis)imonthly fxed - - (10,7) (4.1) 09 09 - 02 02 (0,0)
operafonal expendiure
References
1. Consumer deblors > 12 months old are excuded from current assels
2. Only include i services provided by the municipalty
Galevaton daka
Debbrs > 90 days
Monhly fxed operafonal expenditre 4760 5219 7841 9575 8737 a7 = 9919 10517 10746
Fixed operafonal expendiure % assumpfon 40,0% 10.0% 40,0% 40.0% 400% 40,0% 40,0% 400% 40.0%
Oun capex - - - 0 200 200 - 0 a ]
Borrowing - - - - - - - = - -
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NCO071 Ubuntu Supporting Table SA10 Funding measurement

o | e | zotaite Cument Year 2019120 2020121 Medfum Team Revante & Expendilurs
Descriplion MFHA Ref Frameviark
section Fadited T Fedied | Fudied | Onginal | Adjusted | FullYear | Pre-audit | Dudgel Year | Budget Year | Budget Year
Outcome Oulcome Outcome Budget Budget Forecast outcome 2020121 +#12021122 | 422022023
Funding measures
Cashlcash equivalents al he year end - R000 18(1)b 1 - - (84 012)] (39 466)| 7197 779 - 2292 2435 (185)
Cach +investents athe yr end lass appicatons - R000 18 | 2 = = 2316 216 096 119 147 19147 - (71758) (78 607) (88 248)
Cashyear endimonthiy emphoyesfsuppler paymenks 18(b | 3 - - (10,7) (4.1). 09 09 - 02 02 (0,0)
Surplusl(Defdi) exduding depreciafon ofsals: R000 8(1) |4 (78085) (63763) (29.629) (54371) (22569) (22589) - (7076) (8755) 2541
Servica charga rev % change - macra CPIX lrgetexclusiva 18(1)a(2)| 5 NA (20,3%) 20,4% (27%) 376% (6,0%) (106,0%) (245%) 146% (6.0%)
Cash reccipls % of Rakpayer & Ohet revenue 18(1)a(2)| 6 0,0% 0,0% 00% 46,3% 49,8% 49,8% 0,0% 58,0% 52,0% 52,0%
Deblimpakment expenss as a % of blal bilabla revenue 18(1)a(2)| 7 0,0% 0,0% 57,1% 97,3% 62,0% 620% 0,0% 88,2% T15% T15%
Caplal paymen's % of capial expendire 18(1)s1a | 8 0,0% 0,0% 0,0% 0,0% 735% 735% 0,0% 100,0% 100,0% 100,1%
Botrowing recalpts % of capital axpendiure (excl ranskrs) 18(1)c | 9 0,0% 0,0% 0,0% 0,0% 0,0% 00% 0,0% 00% 0,0% 0,0%
Grank % of Govl legigaledigazetad alocafons 18{f)a | 10 0,0% 0,0% 0,0%
Currenlconsumer dabbrs % change - iner{decr) 18(1)a | 11 NA. 0,0% 0,0% (100,0%) 6032398.9% 0,0% (100,0%) (94,3%) 0,0% 0,0%
Long rmreceivables % change - nor(dear) 18(1)a | 12 HA 0,0% 0,0% (100,0%) 0,0% 0,0% {100,0%) (100,0%) 0,0% 00%
R&M % of Properly Plant & Equipment 2000w | 13 0,0% 0,0% 0,0% 0,0% 0.0% 0,0% 0,0% 0,0% 0,0% 0,0%
Asselrenawal % of eapial budget 20(1)(v) | 14 0,0% 0,0% 0,0% 100,0% 48,9% 49,9% 0,0% 39,8% 536% 349%
Relerences o
1. Postive cash ba' indicative of minmum comp - subjectfo 2
2. Deduct cash and inveslment appfeations (defned) from cash belaces
3. Indicativo of suffident Fquidiy lo meef averaga monlhly operating payments
4. Indicative of funded operalional requirements
5. Indicative of adherence to macro-econom’c largets (prior to 200304 revenue nol aveilable for high capocty municipefiies and laler for other capacily dsssifcalions)
6. Realstic average cash coliecton forecssls as % of anouel bled revente )
7. Realsti age i in debt imp&irment {doublful debl) provision '
8. Indicatve of planned caplel expendlure level & cach payment tining §
9, Indicatve of complance vith borroving ‘only for the capﬂs.lbudgei - should not exceed 100% unless refnandng ]
10. Substantiafion of NetionalProvince afocations included in budget
11, Indicative of reafstic carrert arrear deblor colecton fargets (prior lo 2004/04 revenue nol avalablz for bigh capadly munipalties and later for other capasity classifications)
12, Indicative of realstic fong lerm errear deblor colisction targels {prior fo 200304 revenue not avalable for high capacty municipaes and later for olher capacly classifoatons)
13, Indicativa of a credible afowance for repairs & mailenance of sssels - functoning assels revenue profection
14, Indicativa of a credbla olowance for assel rencwal (requires analys's of assef renewal profects as ¥ of fofal capilal projects - dataled capilal plan) - functioning ssels revenuo prolection
Supporting indicators
< incr folal service charges (incl prop rales) 18{1)a (143%) 354% 3,3% 436% 00% (100,0%) £ (18.5%) 206% 0,0%
% incr Properly Tax 18{1)a (5,6%) 836% (2,1%) 120,0% 0,0% (100,0%) 4 (48.8%) 5,6% 0,0%
% incr Servico charges - eleckidly revenue 18(1)a 3% 120% 45% (16,7%) 00% (100,0%) Fo563% 40,2% 00%
8 Tner Servios charges - wakr revenun 18(1)a (55.2%) 267,8% (50,1%) 129.9% 00% (1000%) [ (539%) 60% 00%
54 incr Servioa charges - sanitafon revenua 18(1)a (21.1%) (436%) 203,4% (0.0%) 0,0% (1000%) [ 60% 6,0% 00%
% incr Sorvioa chargos - rekuse revenua 18(1)a (4.4%) (63,0%) 179,4% 26,3% 0,0% (1000%) I (16,1%) 6,0% 00%
% inor in 18(1)a 0,0% 00% 0,0% 0.0% 0,0% 00% [ 00% 00% 00%
Tolal bilable revenue 18{1)a 30086 25788 34920 36 056 51776 51776 - 42 186 50071 50871
Servioa charges 30086 25788 34520 36 056 51776 51776 - 42 186 50871 5087
Properly raks 5343 5043 9260 9065 19943 19043 - 10214 10791 10791
Sarvice chargas - ekcricly rovenue 11531 11688 13320 13919 11569 11589 - 18115 25393 25393
Servica char ges - Wakkr rovenue 5781 2568 9517 4750 1092 10922 - 503 5337 5337
Servico dharges - sanfafon revenue 3584 2580 1462 4521 4521 4521 - 4793 5080 5080
Servica charges - relisa removal 3848 3679 1361 3801 4800 4800 - 4029 am 421
Servica charges- oher - - - - - - - - - -
Rental of faciifes and equipment - - 11 204 1700 1700 - 216 229 9
Capital expendiure excluding cepital grant iinding - - - 0 200 200 - 0 0 0
Cash recelpls fomrakpayers 18{1)a - - - 34230 46 472 46 472 - 47735 48599 48599
Ralepayer & Oher revenue 18(1)a 32602 30219 66 675 73915 93342 93342 - 62316 93404 93 404
Change in consumer debbrs {current and non-curren() 124 094 - 248 189 (248 186)) (69 251) (59 251), (248 189) 10834 = -
Operaing and Capill Gran Revenua 18(1)a - - 48048 14975 20175 20175 = 66 800 63360 77419
Cepital expendiure - otz) 20(1)(v) - " - 14975 20375 20375 & 24934 19397 30701
Capial expendiure - renewal 2001)(vi) = - - 14975 9970 9970 9934 10397 10701
Supporting benchmarks
Growh guideine maximum 6,0% 6,0% 6,0% 6,0% 6,0% 6,0% 6,0% 6,0% 6,0% 6,0%
CPl guidefne 4,3% 39% 46% 5,0% 5,0% 50% 5,0% 5,4% 5,6% 54%
DoRA operafng grants blal MFY
DoRA capllal grants blal MFY
Provindal operafng grants
Provindal copilal grents
Distict Municipally granks
Tolal gazetad/advised natonal, provincial and diskicl granks S - - -
Average annual cofeclon rak (arreas inclusive)

31 March 2020 14




UBUNTU LOCAL MUNICIPALITY Draft Budget 2020/2021

Trend

Changa in consurmier debbrs (current and non-currend) 124094 - 248 189 (248 189) 10834 - - - - -
Total Operaling Revenue 32602 30219 96 211 74219 93708 93705 - 124 567 131776 140 497
Total Operaling Expenditure 110687 93981 134 688 143 624 136 470 136 470 - 156 677 165927 168 691
Onerating Performance Surplus/{Defjolt) (78.085) (63763)] (38 476) (69 346) (42764) (42764) - (32010) (28 152) (28 194)
Cash and Cash Equivalents (30 June 2012) 2282

Revenug

% Increasa in Tokal Operafng Rovenus (7,3%) 218,4% (22,8%) 262% 0,0% (100,0%) 329% 10,6% 20%

% Inarease in Properly Raks Revenue (5.6%) 836% (2.1%) 120,05 0,0% (100,0%) (48.8%) 5,65 0,0%

% Inoreasa in Elactidly Revenue 3.1% 12,0% 45% (16,7%) 0,0% (100,0%) 66,3% 402% 0,0%

% Inareasa in Properly Raks & Services Charges (14,3%) 354% 33% 436% 00% (100,0%) (18.5%) 208% 00%
Expenditure

% Inarease in Tolal Operatng Expendivro (15,1%) 433% 6,6% (5,0%) 0,0% (100,0%) 147% 6,0% 17%

% Inaasse in Emplayee Cosls | (0.7%) 174% 29.2% (145%) 0,0% (100,0%) 93% 6,0% 59%

% Incrosse in Electidly Bulk Purchases 43,1% (31, B %) 5,1% 0,0% 00% (100,0%) 6,0% 6,0% 0,0%
Average Cost Per Budge'ad Emplayee Posifon (Remunerafon) 0 0

Average CostPer Councilor (Remunerafon) D 0 0

RE&M % of PPE 0,0% 0,0% 0,0% 0,0% 00% 0,0% 0,0% 0,0% 0,0%
AssotRenawal and R&M as a % of PPE 0,0% 0,0% 0,0% 99,0% 2,0% 2,0% 2,0% 1,0% 1,0%
Deblimpairmant% of Tolal Bllable Revenua 0,0% 0,0% 51,1% 97.3% 62,0% 62,0% 00% 88,2% 5% 715%
Capilal Revenue

Inbinaly Funded & Oher (R1000) - - - - 200 200 - - - -
Borrowing (R000) - = - 0 ] 0 - 0 0 0
GranlFunding and Oher (R000) - - - 14975 20175 20 175 - 24934 19397 701
Inkenally Generalzd funds % of Non GrantFundng 0,0% 0,0% 0,0% 0,0% 100,0% 100,0% 0,0% 0,0% 0,0% 0,0%
Bartowing % of Non Grant Funding 0,0% 0,0% 0,0% 100,0% 0,0% 0,0% 0,0% 100,0% 100,0% 100,0%
GrantFunding % of Total Funding 0,0% 0,0% 00% 100,0% 99,0% 99,0% 0.0% 100,0% 100,0% 100,0%
Capital Expenditure

Total Capital Programme (R'000) - - - 14975 20375 20375 - 24934 19397 30701
AsselRenewal - - - 14975 9970 9970 9970 9934 10397 0701
AssatRenewel % of Total Capilal Expenditire 0.0% 0,0% 0,0% 100,0% 48.9% 48,9% 0,0% 39.8% §36% 34.9%
Cash

Cach Recelpls % of Rab Payer & Oher 0,0% 0,0% 0,0% 48,3% 49,0% 49,8% 0,0% 58,0% 520% 652,0%
Cash Coverage Rafo - - (0) () 0 0 - 0 0 (0)
Borrowing

Credt Rafng (2009/10) 0

Capilal Charges b Operafng 0,0% 0,0% 50% 4,0% 43% 43% 0,0% 39% 39% 39%
Borrowing Receipks % of Capital Expendiuire 0,0% 0,0% 0,0% 0,0% 0,0% 00% 0.0% 0,0% 0,0% 0,0%
Reserves

Surpue/{Defdl) - - 22318 216 036 119 147 119147 - (71758) (78 687), (88 248
Frea Basic Services as a % of Equilable Share 0,0% 0,0% 0,0% 0,0% 0,0% 0,0% 0,0% 0,0% 0,0%
Freo Servicas as a % of Operafng Revenue

(exd operafonal Fanskrs) 00% 0,0% 17% 12% 16% 16% 0,7% 0,7% 0.7%
High Level Outcome of Funding Compliance

Tolal Operaling Revenue 32602 30219 96211 14279 93706 93706 - 124 567 137776 140497
Tolal Oparating Expenditure 110687 93981 134 688 143624 136 470 136 470 - 156 577 165927 168 691
Surplus/(Deficit) Budgeted Operaling Stalement (78085) (63763) (38476) (69 346)| (42 764) (42764) = {32010) (28 152) (28 194)
Surplus/(Deficit) Considering Reserves and Cash Backing - - 22316 216096 119147 119 147 - (71758) (78 687) (88 248)
MTREF Funded (1)) Unfunded (0) 15 1 1 1 1 1 1 1 0 0 0
MTREF Funded v / Unfunded x 15 v v v v v v v x x x

1.4 Operating Revenue Framework

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

(1) “An annual budget may only be funded from —

(a) Realistically anticipated revenue to be collected from the approved sources of
Revenue;

(b) Cash-backed accumulated funds from previous financial years’ surpluses not
Committed for other purposes: and

(c) Borrowed funds, but only for the capital budget referred to in section 17(2).

(2) Revenue projections in the budget must be realistic, taking into account —
(a) Projected revenue for the current year based on collection levels to date; and
b) Actual revenue collected in previous years.”
( y

The following table is a summary of the 2020/21 MTREF (classified by main revenue source):

e
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Table 3 Summary of revenue classified by main revenue source

NC071 Ubuntu - Table Ad Budgeted Financial Performance (revenue and expenditure)

2020/21 Medium Term Revenue & Expenditure

Description Ref 2016147 2017118 201819 Current Year 2019/20 Eramawath
R thousand N Audited Audited Audited Original Adjusted Full Year Pre-audit Budget Year | BudgetYear | BudgetYear
Outcome OQutcome Outcome Budget Budget Forecast oulcome 2020121 +1 2021722 422022123
Revenue By Source
Properly rales 2 5343 5043 9260 9065 19943 19943 - 10214 10791 107
Servica charges - eleclicily revenue 2 11531 11668 13320 13919 11589 11669 - 18115 26393 25393
Service charges - walef revenug 2 5781 2588 9517 4750 10922 10922 - 5035 5337 5337
Service charges - sanilafon revenue 2 3504 2590 1462 4521 452 4521 - 4793 5080 5080
Service charges - refuse revenue 2 3848 3679 1361 3801 4800 4800 - 4029 4271 42M
Renlal of facifes and equipment - - i 204 1700 1700 - 216 229 229
Intzrest earned - exlernal invesiments - - a1 364 364 364 - 386 409 409
Infzrest earned - oulslanding debbrs - - 9053 3170 5182 5182 - 3361 3562 3562
Dividends received ! - - 9 0 0 0 = 0 0 0
Fines, penalies and borkits = - 11533 33402 33402 33402 - 35 406 37 631 37531
Licences and permils - - - - - = - - - -
Agency services = - 532 350 550 550 - n 393 393
Transfers and subsidies - - 39200 - - = - 41866 43 963 46684
Ofer revenue ; 2 2516 443 426 732 732 732 = 716 818 818
Galns. 3 = = = = = = = 0 {0) {0)
Total Revenue (excluding capital transfers and 32602 30219 96211 4219 93706 93706 - 124 567 137776 140497
conlilbutlons)

The revenue budget is R149, 501 million of which R24, 501
needs to be placed on core business revenue to ensure the sustainability of the municipality.

is for capital projects. Emphasis is
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Table 4 Summary of revenue classified by municipal vote

NC071 Uhuntu - Table A3 Budgeted Financial Performance (revenue and expenditure by municipal vote)

2020/21 Medium Term Revenue & Expenditure
Framework

Audited Audited Audited Original Adjusted Full Year Budget Year | Budget Year | Budget Year
Qutcome Quicome Outcome Budget Budget Forecast 2020121 +1 2021122 12 2022123

Vote Description Ref 2016117 201718 201819 Current Year 2019/20

R thousand

Revenue by Vote i
Voia 1 - Ofice of e Munidpal Manager
Vok 2 - Finandal Services Direcbrats
Vot 3 - Corporata & Community Services
Vob 4 - Infastuctre & Planning
Vob 5 - COMMUNITY & SOCIAL SERVICES
Vol 6 - Execufve and Councll
Vol 7 - INAME OF VOTE 7]
Vo 8 - [NAME OF VOTE 8]
Vo 0 - [NAME OF VOTE 9]
Vo 10 - [NAME OF VOTE 10]
Vole 11 - [NAME OF VOTE 11]
Vol 12 - [NAME OF VOTE 12]
Vol 13 - [NAME OF VOTE 13]
Vol 14 - [NAME OF VOTE 14)
Vok 15 - [NAME OF VOTE 15)
Total Revenue by Vole 2

Expenditure by Vote fo be appropriated 1
Vot 1 - Ofice of e Municipal Manager

Vol 2 - Finandial Services Direcbrak
Vob 3 - Corporale & Communily Services
Vok 4 - Infastuchure & Planning
Vol 5 - COMMUNITY & SOCIAL SERVICES
Vole 6 - Execuive and Council =
Vole 7 - [NAME OF VOTE 7)
Vol 8 - [NAME OF VOTE 8]
Vo § - [NAME OF VOTE 9]
Vol 10 - [NAME OF VOTE 10]
Vol 11 - [NAME OF VOTE 11]
Vol 12 - [NAME OF VOTE 12)
Vok 13 - [NAME OF VOTE 13]
Vok 14 - [NAME OF VOTE 14)
Vote 15 - [NAME OF VOTE 15]
Total Expenditure by Vote 2
Surplus/{Deficit) for the year 2

1000 = - - - = -
62064 50735 64332 64 332 54559 56 510 61 191
13659 35613 35613 35813 37 606 389042 38062
28336 42184 53 600 53600 57136 59721 71059

111

o

L A e e
!
I

[ T A

| I R R R B A A |
[ T T N N |

1
[ T T R O |

105 058 126 532 153 835 153 835 149501 157 173 171232

L R S R R B A
]
1
1

5862 4328 3573 3573 3060 3233 3364
40181 5114 34835 34 835 52089 56 287 56 658
43 462 16498 16 193 18193 16 847 17 853 16 666
45 142 79543 85338 85338 80369 85064 86 145
4233 3124 3124 3312 3489 3657

Lroror

LI R A A A D R R e B e |
I T N A A
tror

[ T T R B |
!

LI A R R |
1

LI |

134 688 155 744 145 063 145 063 156 578 165 927 168 691
(29 629) (27 212), 81N 871N (7078) (8 755) 2541

LI I8 T N U A TR R A |

LI B

1.5 Operating Expenditure Framework

Building on cost containment guidelines approved by Cabinet in 2017, government at all levels
will need to identify opportunities to increase efficiency and reduce waste. At a national level, the
2021 budget will pay particular attention to reducing line items that are not critical to service
delivery to reinforce cost containment.

Municipalities are still urged to implement the cost containment measures on six focus areas
namely, consultancy fees, no credit cards, travel and related costs, advertising, catering, events
costs and accommodation. With the implementation of cost containment measures, municipalities
must control unnecessary spending on nice-to-have items and non-essential and non-priority
activities.

The following table is a high-level summary of the 2020/21 draft budget and MTREF (classified

per main type of operating expenditure):
/Jy/-' //M
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Table 2 Summary of operating expenditure by standard classification item

Expenditure By Type
Employee relaed cosls 2 29098 28891 33923 43 831 37474 37474 - 40945 43391 45970
Remunerafon of councilors - - 2766 2691 3002 3002 - 3002 3161 338
Debtimpalrment 3 - - 19925 35007 32097 32007 - 37203 39435 39 435
Depreciaton & asselimpairment 2 46672 24780 30751 28711 31 603 31603 - 30433 32259 32259
Finance charges - - 6732 5802 5802 5802 - 6150 6519 6519
Bulk purchases 2 17544 25100 18251 19 491 19 491 19491 - 20 661 21900 21 900
Oher materials 8 - 186 31 31 3 - 33 35 35
Contraciked services 5878 4251 5929 6970 6970 6970 - 6232 6726 6726
Transfers and subsidies - - - 1000 - - - 87 93 9
Oher expendiure 4,5 11496 10959 16225 - - - - 11831 12407 12 426
Losses - - - - - - - {0) {0) {0)

Total Expenditure 110 687 93 981 134 688 143 624 136 470 136 470 - 156 577 [ 165 927 168 691

The budgeted allocation for employee related costs for the,2020/21 financial year totals R 40, 945
million, which equals 26% of the total operating expenditure. This percentage is set to fluctuate
over the two outer years of the MTREF to 27%. Should electricity bulk purchases, depreciation
and debt impairment on fines be excluded, in order to compare it with other municipalities on a
more equal basis the situation is as follows: :

This ratio is showing an upward trend, but is still within the benchmark of 50%. The municipality
should however monitor this line item to ensure that the salary bill remains affordable.

The increase in Employee Related Costs takes into account the multi-year Salary and Wage
Collective Agreement for the period 1 July 2018 to 30 June 2011. The salary increase in the 2
outer years is calculated at 6%.

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

The provision of debt impairment was determined based on an annual collection rate of 35.9 per
cent in 2018/19 and the Debt Write-off Policy of the Municipality. While this expenditure is
considered to be a non-cash flow item, it informed the total cost associated with rendering the
services of the municipality, as well as the municipality’s realistically anticipated revenues.

Provision for depreciation and asset impairment has been informed by the Municipality's Asset
Management Policy. Depreciation is widely considered a proxy for the measurement of the rate
of asset consumption.

Bulk purchases are largely 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. An increase is factored into Electricity
Bulk Purchases over the MTREF in line with the NERSA guideline.

Although the municipality is not in control of the increase in the cost of bulk purchases, the
municipality could still implement measures to reduce distribution losses as well as internal
consumption.

National Treasury is introducing a new Chart of Accounts and additional expenditure line-items in
the budget. One of these line-items is “Other materials”. Other materials comprise of amongst
others the purchase of fuel, diesel, materials for maintenance, cleaning materials and chemicals.
This group of expenditure has been identified in order to measure sustainability of the
Municipality’s infrastructure.

¥
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Contracted services consist mainly out of traffic law enforcement costs and consultancy fees.

Other expenditure comprises of various line items relating to the daily operations of the
municipality (including operating grant expenditure). These items should be reviewed by the
municipality to ensure that all non-priority expenditure is eliminated.

1.5.1 Priority given to repairs and maintenance

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

For the 2020/21 budgets and MTREF’s, Ubuntu budgeted 6% towards repairs and maintenance
in that department to curb excessive electricity losses and ensure a sustainable grid to deliver
proper services. Electricity theft will also be dealt with through another project and perpetrators
must be brought to book in accordance with the legislation.

1) Capital Budget should be allocated to the renewal of existing assets.

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

Table 3 Repairs and maintenance per asset class

31498 28 565 31 458 31458 30279 32096 32096
31498 28565 31458 31458 30279 3209 32096

EXPENDITURE OTHER ITEMS

Depreciation 7
Repairs and Malnlenance by Asset Class 3

Roads Infrastruclure
Storm waler Infrastruclure
Electrical Infrastruciure
Waler Supply Infrastructure
Sanitalion Infraslruclure
Solid Waste Infrastruciure
Rail Infrastructure
Coaslal Infrastructure
Information and Ct ication | ]
Infrastructure
Communiy Faclites
Sportand Recreaton Facifes
Community Assets
Heiltage Assels
Revenue Generafng
Non-revenus Generatng
Investment properties
Operafonal Buidings
Housing
Other Assels
Biological or Cultivated Assets
Servivdes
Licences and Rights
Intangible Assets
Computer Equipment
Furniture and Office Equipment
Machinery and Equipment
Transport Assets
Land
Zoo's, Marine and Non-blological Anlmals

TOTAL EXPENDITURE OTHER ITEMS

1
1
1
1
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31498 28 565 31458 31458 30279 32098 32086

1
1
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1.5.2 Free Basic Services: Basic Social Services Package

The social package assists households that are poor or face other circumstances that limit their
ability to pay for services. To receive these free services the households are required to register
in terms of the Municipality’s Indigent Policy. Households earning less than R4 000.00 per month
qualify for indigent subsidy.

The cost of the social package of the registered indigent households is financed by the
municipality self and largely by utilizing the municipality's unconditional equitable share grant,
allocated in terms of the Constitution to local government, and received in terms of the annual
Division of Revenue Act.

1.6 Capital expenditure

The following table provides a breakdown of budgeted capital expenditure by vote: Table 4 2020/21
Medium-term capital budget per vote.

2020/21 Medium Term Revenue & Expenditure

2016/17 2017118 2018119 Current Year 2019/20 P

Vole Description R

Audited Audited Audited Qilglnal Adjusted Full Year Pre-audit | Budget Year | BudgetYear | Budget Year
Outcome Outcome Outcome Budget Budget Forecast outcome 2020/21 +12021122 +22022123

R thousand

Capital expendIlure - Vole
Multl-year expenditure_to be appropriated 2
Vola 1 - Ofice of he Municipal Manager
Vola 2 - Financial Services Direclorale
Vote 3 - Corporak & Communily Services
Vola 4 - Infrasyuchire & Planning
Vols 5 - COMMUNITY & SOCIAL SERVICES
Vote 6 - Execufive and Council
Vol 7 - [NAME OF VOTE7)
Vole 8 - [NAME OF VOTE 8]
Vala 9 - [NAME OF VOTE 9]
Vola 10 - [NAME OF VOTE 10]
Vole 11 - [NAME OF VOTE 11]
Vole 12 - [NAME OF VOTE 12)
Vo'e 13 - [NAME OF VOTE 13]
Vote 14 - [NAME OF VOTE 14]
Vols 15 - [NAME OF VOTE 15)
Capital multi-year expenditure sub-fotal 7

14 975 20175 20176

P O T T T T T T T A O B B

O R T T T T T T T R O O B B |

0 I T T T T T T Y T O R S B
[N T T T S T T N B

'O T T T T T T R T R O I B B

14 975 20175 20175

=

Sinale-year expenditure lo he appropriated 2
Vola 1 - Ofice of fhe Municipal Manager
Vole 2 - Financial Services Direciorale
Vot 3 - Corporal & Communiy Services
Vo's 4 - Infastucture & Planning
Vole 5 - COMMUNITY & SCCIAL SERVICES
Vot 6 - Execuive and Councl
Vola 7 - [NAME OF VOTE 7]
Vole 8 - [NAME OF VOTE 8]
Vol2 9 - [NAME OF VOTE 9]
Vole 10 - [NAME OF VOTE 10]
Vole 11 - [NAME OF VOTE 11]
Vol 12 - [NAME OF VOTE 12)
Vol 13 - [NAME OF VOTE 13]
Vola 14 - [NAME OF VOTE 14]

QQ‘OD
n
=1
o8' co
s
o8 oo
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R
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Vol 15 - [NAME OF VOTE 15]

Capital single-year expenditure sub-total
Total Capiltal Expenditure - Vote

0
24934 19 397 3070
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1.7 Annual Budget Tables

The following pages present the ten main budget tables as required in terms of section 8 of the
Municipal Budget and Reporting Regulations. These tables set out the municipality's 2020/21
budget and MTREF to be approved by the Council. Each table is accompanied by explanatory
notes on the facing page.
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Table 5 MBRR Table A1 - Budget Summary

NC071 Ubuntu - Table A1 Budget Summary

Description 201617 2017118 2018119 Current Year 2019120 2020/21 Medium Torm Revenue & Expenditure
Framework
R thousands Audited Audited Audited Original Adjusted Full Year Pre-audit | Budget Year | Budget Year | Budget Year
Qutcoma Qutcome QOutcome Budget Budget Foracast 1< 2020/21 +1 202122 +2 2022123
Financial Performance
Property rales 5343 5043 9260 9065 19943 19943 - 10214 10791 10791
Setvica charges 24743 20745 25659 26 991 31832 31832 - 31972 40081 40081
Invesmant revenus - - a7 364 364 364 - 386 409 409
Transkis recognised - operational - - 39200 - - - - 41866 43963 46604
Oher ovn revenuo 2516 4431 21664 37859 41567 41567 - 40 129 42533 42533 |
Total Revenue (excluding capltal transfors and 32602 30219 95 211 74279 93706 93 706 - 124 567 137776 140 497
contributions)
Employee cosls 29098 26091 33923 43831 37 474 37474 - 40945 43381 45970
Remunerafon of councilors - - 2766 2691 3002 3002 - 3002 3161 3328
Depreclafon & assetinpairment 46672 24780 30751 8711 31603 31603 - 30 433 32259 32 259
Finance charges - - 6732 5802 5802 5802 - 6150 6519 6519
Malerials and bulk purchases 17 644 25100 18 437 19 622 19522 19622 - 20694 21935 21935
Trans®rs and granis - - - 1000 - - - 87 93 93
Other expendiure 17 374 16210 42018 42 066 39 066 39 086 - 65 266 58 568 68 586
Total Expanditure 110667 93981 134 668 143624 136 470 136 470 - 156 517 165927 168 691
Surplus/{Deficit) (78 085) (63763) (38 476), (69 346) (42 764) (42764) - (32 010) {28 152) (28 194)
Trangfers and subsidies - capital (monelary alocafons)
 (Naonal/ Provincial and Disfic] - - 8847 14975 20175 20175 - 24934 19397 30735
Transrs and subsidles - caplial (monelary allocalons)
(Nafonal/ Provinolal Departmental Agencles, Housahokds,
Non-proftlnsfulons, Privale Enkerprlses, Publo
Corparabns, Higher Ed I [nsf! ) & Transhrs
and subsidles- capfal (inkind -al) = = - = = - = = = -
(78.085) (63763) (29629)| (54 371) (22 589) (22 589) - (7 076) (8755) 2541
Surplus/(Deflcit) after capital fransfers & contributions
Share of surplus/ (defcll) of assodials - - - - - - - - - -
Surplus/{Deficit) for the year (78 085) (63763), (29 629), (54 371)| (22 589)| (22 589) - (7 076) (8755) 2541
Capital expenditure & funds sources
Capital expenditure - - - 14975 20375 20375 - 24934 19397 30701
Transfersrecognised - capital - - - 14 975 20175 20175 - 24934 19397 30701
Borrowing - - - 0 0 0 - 0 0 0
Inlernally gensrated funds - - - - 200 200 - - - -
Total sources of capital funds - = - 14975 20375 20375 - 24 934 19 397 30701
Financial position
Total current assets - - 271015 216098 215492 216492 - 13130 13274 10653
Tolal non current assets - - 356 488 0 355978 355978 - 646 378 698089 753936
Tolal currentliabifes - - 8706 0 3077 3077 - 83412 90085 97 292
Tolal non current liabiifes - - - - - - - 18047 19491 21050
Communiy wealfyEquily - - - - - - - 558 049 601786 646 247
Cash flows
Netcash fom (used) operatng - - (84 012)] (39 466), 22712 .o - 27 226 19540 28116
Net cash from (used) invesing - = - - (tagrs)| . (14978) - (241934) (19397) (30 735)
Netcash Fom-{used) fnancing - - - o S I - - - -
Cashlcash equivalents at the year end - - (84 012) (39 466) 7797 797 - 2292 2435 (185)
Cash backing/surplus reconcillation
Cash and invesiments avallable - - 22316 216 095 25081 25081 - 2292 2436 (185)
Application of cash and invesimants - - - (1) (94 066)| (94 066) - 74 050 81123 88064
Balance - surplus (shortfall) - - 22316 216 096 119147 Y119 147 - (71758) (78 687), (88 248)
Asset management
Asselreglsler surmary (WDV) - - 559793 15175 646 378 G46 378 646 370 646 378 698 089 753936
Depreciaton - - 31498 28 565 31458 31458 31458 30279 32006 32096
Renewal and Upgrading of Exising Assels - - - 14975 9970 9970 9970 9934 10397 10701
Repairs and Mainienanca - - - - - - - - - -
Free services
Costof Frea Basic Services provided - - 3169 125 1027 1027 1140 1140 1208 1208
Revenua coslof fee serviess provided - - 961 921 1455 1455 606 606 642 642
Households below minimum service level
Waler; - - . = - - = = E -
Sanitafon/sewerage: - - - - - - - - - -
Energy: - - - - - - - - - -
Refusa: - - - - - - - - - -
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Explanatory notes to MBRR Table A1 - Budget Summary

1. Table A1 is a budget summary and provides a concise overview of the Municipality’s budget
from all of the major financial perspectives (operating, capital expenditure, financial position,
cash flow, and MFMA funding compliance).

2. The table provides an overview of the amounts approved by Council for operating
performance, resources deployed to capital expenditure, financial position, cash and funding

compliance, as well as the municipality’s commitment to eliminating basic service delivery
backlogs.

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

a. The accumulated surplus is positive in 2019/20.
b. Capital expenditure is financed from grants.

/
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Table 6 MBRR Table A2 - Budgeted Financial Performance (revenue and expenditure by
standard classification)

NCO71 Ubuntu - Table A2 Budgeted Financial Performance (revenue and expenditure hy functional classification)

Functional Classification Description Ref| 20617 201718 201818 Current Year 2019120 202021 Medhum Term Revenue & Expenditure
Framework
R thousand 1 Audited Audited Audited Origlnal Adjusted Full Year Budget Year | Budget Year | Budget Year
Qutcome Qutcome Outcome Budget Budget Forecast 2020121 +12021122 +2 2022123
Revenue - Functional
Governance and administration - - 63239 52019 67 112 67112 55964 58 879 64 560
Execufve and council - - 1000 1001 1001 1001 1059 2 2
Finance and adminisrafon - - 62 239 51017 66 111 66111 54906 58 078 61659
Internal audit - - - - - - - - -
Community and public safely - - 21 700 700 00 802 842 882
Community and soclal services - - 27 689 689 689 780 829 869
Sportand recreafon - - 0 1 1 1 12 12 12
Public sakly - - - - - - - - -
Housing - - - - - - - - -
Heath - - - - - - - - -
Economic and environmental services - - 12008 33654 34 054 34054 35885 38033 36033
Planning and development - - 14 84 84 84 88 89 89
Road fransport = - 12082 3371 3307 33971 35797 , 37945 37045
Environmental protecfon - - - - - - - - -
Trading services - - 29 697 41959 51968 51968 56850 59 418 701756
Energy sources - - 17 355 19007 16663 16 663 25655 34 434 35434
Water management - - 9519 14629 20783 20783 14872 15632 15970
Wask wakr management - - 1462 4521 9721 9721 12203 5080 15080
Wask management - - 1361 3802 4801 4801 4030 4272 4272
Other 4 - - - - - - = - -
Total Revenue - Functional 2 = - 105 058 126 532 153 835 153 835 149 501 157173 171232
Expenditure - Functional
Govemance and administration - 52 517 67 044 47503 47 503 64948 68923 70008
Execufve and council - - 5742 6424 5576 5576 5497 5794 6093
Finance and adminiskaton - - 46835 60620 41927 41927 59 452 63129 63915
Internal audit - - - - - - - - -
Community and public safety - - 1132 1828 5924 5924 4052 4205 4 555
Community and social services - - 1064 1817 1866 1866 2014 2133 2261
Sportand recreafon - - 67 0 4049 4049 2026 2149 2280
Publc safely - - - 12 8 8 12 13 13
Housing - - - - - - - - -
Heath - - - - - - - - -
Economlc and environmental services - - 30354 21383 19 286 19 286 20 826 21954 22563
Planning and development - - 24 647 12239 12872 12872 12231 12838 12965
Road ransport - - 5707 9144 8414 6414 8595 9116 9598
Environmantal protecfon - - - - - - - - -
Trading services - - 50625 65489 72350 72 350 66751 70756 T 565
Energy sources - - 36038 44 939 44317 44 317 46037 48790 48900
Waker management - - 3701 3260 14 676 14 676 3390 3595 3673
Wasle wakr management - - 5404 8277 6432 6432 7388 7042 8085
Wask management - - 5483 9013 6924 6924 9928 10 529 10908
Other 4 - - s - = - - - =
Total Expenditure - Functional 3 - - 134 688 155 744 145 063 145 063 156 578 165 927 168 691
- - (29 629) (27 212) 8711 871 (7076) (8 755) 2541

Sumplusl(Deficit) for the year
o,

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

2. Note that as a general principle the revenues for the Trading Services should exceed their
expenditures. Currently the refuse, sanitation and electricity does not and therefore cost

reflective tariffs has been proposed.
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Table 7 MBRR Table A3 - Budgeted Financial Performance (revenue and expenditure by
municipal vote)

NC071 Ubuntu - Tahle A3 Budgeted Financial Performance (revenue and expenditure by municipal vote)

2020/21 Medium Term Revenue & Expenditure

Vote Description Ref 2016017 201718 201819 Current Year 2019/20
Framework

R thousand Audited Audited Audited Original AdJusted Full Year Budget Year | Budget Year | Budget Year
Outcome Outcome Qutcome Budget Budget Forecast 2020121 +1 2021122 +2 2022123

Revenue by Vote 1
Vo' 1 - Ofice of he Municpal Manager - - 1000 - - - - - -
Vo' 2 - Financial Services Drracbrate - - 62 064 50735 64 332 64332 54 559 58510 61191
Vol 3 - Corporate & Community Services ! 13659 35613 35813 35813 37 806 38942 38982
Vol 4 - Infastuctiro & Planning 28 336 42184 53690 53 660 57136 59721 71059
Vole 5 - COMMUNITY & SOCIAL SERVICES -
Vola 6 - Executve and Council
Vol 7 - [NAME OF VOTE 7]
Vole 8 - [NAME OF VOTE 8]
Vob 9 - [NAME OF VOTE 9]
Vob 10 - [NAME OF VOTE 10]
Vol 11 - [NAME OF VOTE 11]
Vob 12 - [NAME OF VOTE 12]
Vob 13 - [NAME OF VOTE 13]
Vol 14 - [NAME OF VOTE 14]
Vo 15 - [NAME OF VOTE 15)

Total Revenue by Vote 2

Expenditure by Vote to be appropriated 1
Vok 1 - Office of fie Municipal Manager
Vol 2 - Financial Services Direcbrab
Vol 3 - Corporate & Communily Services
Vol 4 - Infrastuchure & Planning
Vole 5 - COMMUNITY & SOCIAL SERVICES
Vo 6 - Execufve and Council
Vok 7 - [NAME OF VOTE7)
Vob 8 - [NAME OF VOTE 8] - - -
Vot 9 - [NAME OF VOTE 9] - - - -
Voiz 10 - [NAME OF VOTE 10] - - -
Vot 11 - [NAME OF VOTE 11] -
Vo 12 - [NAME OF VOTE 12)
Vo' 13 - [NAME OF VOTE 13]
Vol 14 - [NAME OF VOTE 14)
Vole 15 - [NAME OF VOTE 15)
Total Expenditure by Vote 2
Surplus/(Deficit) for the year 2

LI A R |
I

I
I T A R

LI B R A |
[ |
1
I
| N S T
LI R R B |
[ I I |
1

105 058 128 532 153 835 153 835 149 501 157173 171232

LI R T R R |

5882 4328 3573 3573 3060 3233 3364
40 181 51144 34 835 34835 52989 56 287 56 850
43 482 16 468 18193 18 193 16 847 17 853 18 666
45142 70 543 85338 85338 80369 85064 86 145

4233 3124 3124 3312 3489 3667
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134 688 155 744 145 063 145 063 156 578 165927 168 691
(29 629) (27 212) 87N 847 (70786) (8 755) 2541
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Explanatory notes to MBRR Table A3 - Budgeted Financial Performance (revenue and
expenditure by municipal vote)

1. Table A3 is a view of the budgeted financial performance in relation to the revenue and
expenditure per municipal vote. This table facilitates the view of the budgeted operating
performance in relation to the organizational structure of-the Municipality. This means it is
possible to present the operating surplus or deficit of a vote.
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Table 8 MBRR Table A4 - Budgeted Financial Performance (revenue and expenditure)

NCO071 Ubuntu - Table A4 Budgeted Financial Performance (revenue and expenditure)

2020/21 WMedium Tem Revenue & Expenditure

Description Ref 201617 201718 2018/19 Current Year 2019/20 Framewiork
R thousand y Audited Audited Audited Original Adjusted Full Year Pre-audit | BudgetYear | BudgetYear | Budget Year
Qutcome Qulcome Qutcome Budget Budget Forecast outcome 2020021 +1 2021122 +2 2022123
Revenue By Source

Properly ralzs 2 5343 5043 9260 9065 19943 19943 - 10214 10791 10791

Service charges - electiclly revenue 2 11531 11868 13320 13919 11589 11589 - 18115 25393 25393

Service charges - waler revenue 2 5781 2588 9517 4750 10922 10922 - 5035 5337 5337

Service charges - sanitaton revenue 2 3584 2590 1462 4529 451 4521 - 4793 5080 5080

Service charges - refise revenue 2 3848 3679 1361 3801 4600 4800 - 4029 4211 4211

Rental of faciifes and equipment - - 1 204 1700 1700 - 216 229 29

Interest earned - exlernal invesiments - - 421 364 364 364 - 386 409 409

Inkerest earned - outstanding debbrs - - 9053 3170 5162 5162 - 3361 3562 3562

Dividends received - - 9 0 0 0 - 0 0 0

Fines, penalies and forkis - - 11633 33402 33402 33402 - 35 406 37531 37541

Licences and permits - - - = = = b = = =

Agency services = = §32 350 550 550 - n 393 393

Transfers and subsidies - - 39200 - - - - 41866 43963 46 684

Other revenue 2 2516 443 426 732 732 732 - 776 818 818

Gans = = - 5 = - - () {0) 0
Total Rev (excluding capltal transfers and 32602 30219 86 211 742719 93706 93708 - 124 567 131776 140 497
contributions)

Expenditure By Type

Employee relaied costs 2 29098 26 691 3392 43831 37474 37 474 - 40945 43391 45970

Remuneraton of councilors - - 2766 2691 3002 3002 - 3002 3161 3328

Deblimpairment 3 - - 19625 35097 32097 32097 = 37203 39435 39435

Depreciafon & asselimpairment 2 46672 24780 30751 28711 31603 31603 - 30433 32259 32259

Finance charges - - 6732 5802 5802 5802 - 6150 6519 6519

Bulk purchases 2 175644 26100 18251 19491 19491 19491 - 20661 21 800 21900

Other malerials 8 - = 186 31 31 3 = kK] 35 35

Contacked services 5878 4251 5929 6970 6970 6970 - 6232 6726 6726

Transfers and subsidias - - - 1000 - - - 87 93 93

Oher expenditire 4,5 11496 10959 16 225 - - - - 11831 12407 12425

Losses = - = = = 5 = (0) (0) 0}
Total Expenditure 110 687 93 981 134 688 143 624 136 470 136 470 - 156 577 165927 168 691
Surplus/(Deficit) (78 085) (63 763), (38 476) (69 348) (42 764) (42 764) - (32 010) (28 152) (28 194)

Transkrs and subsidies - capital (monelary

aliocafons) {Nafonal / Provindial and Diskic) - - 6047 14975 20175 20175 - 24934 19397 30735

Transfers and subsidies - capilal {monetary

allocatons) (Nafonal ! Provincial Deparkmental

Agencies, Households, Non-proftInsfufons, Privale

Enterprises, Pubfic Coiporabons, Higher Educatonal

Insftufons) 6 -

Transfers and subsidies - capital {in-kind - af) - - - - - - = - - -
Surplus/(Deficit) alter capital transfers & (76 085) (63763) (29 629) (54 371) (22 689) (22 589) - (7076) (8755) 254
conlribulions

Taxafon - - - - - - - = - -
Surplusl{Deflcit) alter taxation (78 085) (63763) (29 629) {54 311) (22 589) (22 589) - (7076) (8755) 2541

Atribulable o mnorifes - = - = = = = = = =
Surplus/(Deficit) attibutablé to municipality (78 085) (63763) (29629) (54311) (22 589) {22 589) - {7 075) (8755) 2541

Share of surplug/ {defcil) of assodiale T = - - - - - - = = -
Surplus/(Deflclt) for the year (78 085) (63 763) (20 629) {54 371) (22 589) (22 589) - {7 076)] (8755) 2541

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

expenditure)

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

municipality.
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Table 9 MBRR Table A5 - Budgeted Capital Expenditure by vote, standard classification
and funding source

2020121 Medium Term Revenue & Expenditure
Framework

Audiled Audited Audited Original Adjusted Full Year Pre-audit Budget Year | Budget Year | Budget Year
Outcome Qutcome Quicome Budget Budget Forecast outcome 2020121 + 2021122 42202223

Vote Description R

=

201617 2017118 2018119 Current Year 2019/20

R thousand

_ Capital expenditure - Vote

} Multl-year expenditure to be appropriated 2
Vole 1 - Offce of he Municipal Manager - - - - - N = - - =
Vole 2 - Financial Services Direclorale L= - - 0 0 0 = 0 L0 0
Vole 3 - Corporake & Communiy Services - - £ - - - - - = =
Vole 4 - Infastuchure & Planning - - - 14975 20175 20175 - 24934 19 397 30701
Vol § - COMMUNITY & SOCIAL SERVICES - = - = = =
Vole 6 - Execufve and Council - = - - ) - - - = =
Vola 7 - [NAME OF VOTE7) - - - - = e = s - -
Vol2 8 - [NAME OF VOTE 8) 1 - - - - - - - - i &
Vola 9 - [NAME OF VOTES) - - - - . - = - - -
Vola 10 - [NAME OF VOTE 10] - - - - - - - = = Py
Vola 11 - [NAME OF VOTE 11] - - - - 23 - - - - -
Vola 12 - [NAME OF VOTE 12) - - - - - - - - = -
Vols 13 - [NAME OF VOTE 13] - - = & 2 - - - - =
Vale 14 - [NAME OF VOTE 14) - - - - - = - = - -
Vo 16 - [NAME OF VOTE 15) b . - = :

Capital multi-year expenditure sub-total 7 - - - 14975 20175 20175 - 24934 19 397 30701

Single-year expenditure fo be appropriated 2
Vol 1 - Office of he Municipal Manager - - - ] 0 0 - 0 0 0

Vola 2 - Financial Services Direcbrate - & - 0 0 0 @ 0 0 0
Vole 3 - Corporale & Communiy Services - - = - - - = - = =
Volz 4 - Infastuciire &Planning - - - 0 200 200 - 0 0 0
Vo2 5- COMMUNITY & SOCIAL SERVICES - - - 0 0 0 - 0 0 0
Vo'z 6 - Execufve and Councl - - - - = = = - = =
Vole 7 - [NAME OF VOTE 7] - - - - - = % - & e
Vot 8 - (NAME OF VOTE 8] - - - “ s F - - - =
Volz 9 - [NAME OF VOTE 9] - - - - - - - = - &
Vole 10 - [NAME OF VOTE 10] - - - - g - - - = "
Vola 11 - [NAME OF VOTE 11] N N - - ~ = s - = -
Volz 12 - [NAME OF VOTE 12) - = - = - - - = = =
Volz 13 - [NAME OF VOTE 13] & - - - = 2 = = - -
Vola 14 - [NAME OF VOTE 14) - - - - - - - - = =
Vole 15 - [NAME OF VOTE 15) -~ - - - - - - - - -

Capital single-year expendilure sub-total - = - 0 200 200 - 0 0
Tolal Capital Expenditure - Vole - - - 14975 20375 20375 - 24934 19 397 30701

Capital Expenditure - Functional
Govemnance and adminlisiration - - - 0 0 0 - 0 0 0

Execufve and council - - - 0 0 0 = 0 0 0
Finance and administaton - = 2 0 0 0 = 0 0 0
Internal audit - - = = = = 2 z o =
Communily and public salety - - - = - - & - - e
Communily and sodal sarvices - = = o ' = s = 58 o
Sporland recreaton - = - = = = = & 5 1
Publc salely - - - - = - = - 2 =
Housing - - - = = = = - = =
Healh - - - = = = = = = =
Ecenomic and environmental services - - = 0 0 0 = 0 0 0
Planning and development - - - - - - 2 - = =
Road tansporl - - - 0 0 0 - 0 0 0
Environmenlal proscton - - - = & 4 = 3 = = =4
Trading services' r -F =il - wasl sl . sl -7 usal sl s
Energy sourdes - - - 5005 5005 5005 = 7500 9000 10000
Waler management - - - 9970 15170 15170 - 17 434 10397 20701
Wasle water management - - - = - = = = = =
Was'e management - - = = = - i & b i
Other - - - = 200 200 - - = e
Total Capital Expenditure - Functional 3 - - - 14975 20375 20375 - 24934 19397 30701

Funded by: .

Nafonal Government - - - 14 975 20175 20175 - 24934 19397 30701
Fmvinr:;'al Government - - - - - = = = = =
Diskict Municipalty N fes = = - = 2 - s 2 o

Transkers and subsidjes - capltal (monelary
allocafons) (Nafonal / Provinclal Deparimenta]
Agencles, Households, Non-profiInséufons,
Privais Enterprlses, Publc Corporabns, Higher
Educafonal Insfufons) § - - - - - - - - = -
Transfers recognised - capital 4 - - - 14975 20175 20175 - 24934 19397 30701

Borrowing 6 - - - 0 0 0 - 0 0 0
Intemnall ted funds - = - - 200 200 = - = -
Total Capital Funding 7 - - - 14975 20375 20375 - 24934 19397 30701
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Explanatory notes to Table A5 - Budgeted Capital Expenditure by vote, standard
classification and funding source

1.

4.

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

. The MFMA provides that a municipality may approve multi-year or single-year capital budget

appropriations.

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

The capital program is funded from National grants.

Table 10 MBRR Table A6 - Budgeted Financial Position

NCO071 Ubuntu - Table A6 Budgeted Financial Position

Description Ref| 201817 2017118 2016119 Gurrent Year 2019120 2020121 Medlum Temn Revenue & Expenditure
Framework
R thousand Audited Audited Audited Original Adjusted Full Year Pie-audit Budget Year | Budget Year | Budget Yoar
Qutcome Oulcome Outcome Budget Budget Forecasl outcome 2020021 + 2021122 +2 2022123
ASSETS
Current assets
Cash - - 3213 216095 26 084 25081 - 2292 2435 (185)
Callinvesimenldeposis 1 - - 19043 - - - - 0 1 1
Gonsumer deblors 1 - - - - . - - 106834 10834 10834
Other deblors - - 247 356 3 188938 188938 - 3 3 3
Gurrenl porfon of long-rm receivables - - - = - - - - - -
Invenbry 2 - - 1343 0 1474 1474 - 0 0 0
Tolal current assets - - 271 018 216 098 215 492 215492 - 13130 13274 10 653
Non current assets
Long-term receivables = - B33 - (0) (0) - - - -
Invesiments - - = - — - = - - =
Investment properly - - 355 655 0 355855 356 655 - 29638 32009 34570
Investmentin Associats - - - - - - - - = -
Properly, plantand equipment 3 - - - - - - - 616714 666 051 719335
Biological - - - = - - = = - =
Intangible - = = (0) 323 323 - 27 29 kil
Oher non-current asses - - = = 0 0 - 0 0 0
Total non current assets - - 356 488 0 355978 355978 - 646 378 698 089 - 153938
TOTAL ASSETS - - 627 503 216 038 571 470 571470 - 659 508 711 362 764 589
LIABILITIES
Gurrent liabllities
Bank overdraf . 1 - - - - - = - - - -
Borrowing 4 . - = - B = = = -
Gonsumer deposils - - 192 0 ] ] - 0 0 0
Trade and oher payables 4 - - - - - - - 80335 86 762 93703
Provisions S = = 8515 0 3017 3077 - 3017 3323 3589
Tolal current liabilities .« * - - 8706 0 3077 3077 - 83 412 90 085 97 292
Non current liabllities
Borrowing - = - - = - - 7233 7812 8437
Provisions - - - - - - 10814 11679 12613
Total non current liabllities o - = = - - - 18 047 19 491 21 050
TOTAL LIABILITIES - - 8 706 0 3017 3077 - 101 459 109 576 118 342
NET ASSETS 5 - - 618 797 216098 568 393 568 383 - 558 049 601786 646 247
COMMUNITY WEALTHIEQUITY
Accumulaled Surplus/{ Defei 550049 601786 646 247
Reserves 4 - - - = - = - - = -
TOTAL COMMUNITY WEALTHIEQUITY 5 = - - - - = - 558 049 601 786 646 247

/)
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Explanatory notes to Table A6 - Budgeted Financial Position

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

2. This format of presenting the statement of financial position is aligned to GRAP1, which is
generally aligned to the international version which presents Assets less Liabilities as
“accounting” Community Wealth. The order of items within each group illustrates items in
order of liquidity; i.e. assets readily converted to cash, or liabilities immediately required to be
met from cash, appear first. :

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

¢ Call investments deposits;

»  Consumer debtors;

¢ Property, plant and equipment:
* Trade and other payables;

*  Provisions non-current;

¢ Changes in net assets; and

* Reserves.

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

5. Any movement on the Budgeted Financial Performance or the Capital Budget will inevitably
impact on the Budgeted Financial Position. As an example, the collection rate assumption
will impact on the cash position of the municipality and subsequently inform the level of cash
and cash equivalents at year end. Similarly, the collection rate assumption should inform the
budget appropriation for debt impairment which in turn would impact on the provision for bad
debt. These budget and planning assumptions form a critical link in determining the
applicability and relevance of the budget as well as the determination of ratios and financial
indicators. In addition, the funding compliance assessment is informed directly by forecasting
the statement of financial position.
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Table 11 MBRR Table A7 - Budgeted Cash Flow Statement

NCO071 Ubuntu - Table A7 Budgeted Cash Flows

. 2020/21 Medium Term Revenue &
Description Ref] 2016117 201718 2016119 Current Year 2019/20
Expenditure Framework
R thousand Audited Audited Audited Original Adjusted Full Year Pre-audit | Budget Year | Budget Year | Budget Year
Outcome Outcome Qutcome Budget Budget Forecast outcome 2020121 +12021/22 | +22022123
[CASH FLOW FROM OPERATING ACTIVITIES
Recelpts
Property rales 2137 3228 4260 5702 14 840 14 840 - 6129 6 496 6 496
Servica charges 9 897 11625 13891 20 151 23639 23 639 - 32933 33034 33 034
Other revenue B 488 6 820 3973 8 296 7993 7093 - 8673 9069 9069
Transers and Subsldles - Operatonal 1 30 609 33704 40 137 38 707 38 697 38 697 - 41 856 44 029 44 089
Transtrs and Subsldles - Capital 1 2101 12 829 9110 14 975 14 975 14 975 - 24 934 19 397 30735
| Interesl ‘ = ' ' 4 355 2348 9 489 2266 3601 3991 - 2402 2548 2 546
Dividends - - - - - - - - - -
Payments
Suppliers and employees (48 852) (52 076) (68 195) (71 741) (76 628) (75 628) - (82 704) (87 622) (90 385)
Finance charges {5 600) {4 551) (6751) {2 901) (5802) (5 802) = (6 150) (8 519) (6519)
Transfers and Granls 1 = = = = - = - (87)) (93) (93)
INET CASH FRONJ[USED} OPERATING ACTIVITIES 3005 13 021 5914 15 531 227705 227 - 27 966 70 338 —759%|
CASH FLOWS FROM INVESTING ACTIVITIES ‘
Receipts L
Praceeds on disposal of PPE - - - - - - - - - -
" Dacrease (Increase) In non-cument recelv ables - - - - - - - - - -
Decrease (| ) In non-current Investment - - - - - - - - -
Payments
Capital assets (4 643) (11 223) (8 412) (14 975) (15 175) (15 175) = (24 934) (19.397) (30 735)
[NET CASH FROM/[USED) INVESTING ACTIVITIES (LXK 11 223) @A) (L] 15 175) 5 175) = @A (97|  (30735)]
CASH FLOWS FROM FINANCING ACTIVITIES
Recelpts
Short term loans 1 856 21 - - - - - - - -
BorrowlIng long ferm/refinancing - - - - - - - - - -
Increase (decrease) in consumer deposits - - - - - - - - - -
Payments
Repayment of borrowing (287)) (269) (816) = (7 300) (7 300) - - =
INET CASH FROMI[USED] FINANCING ACTIVITIES 1569 T59) [676) = {77300 {77300)| = - = -
NET INCREASE/ (DECREASE) IN CASH HELD (39)) 2 646 (3 315) 561 230 230 - 3052 941 (1782),
Cash/cash equivalents at the y ear begin: 2 2 568 2529 5114 2 568 1860 1 860 - 2090 5142 6083
Cash/cash equivalents at the y ear end: 2 2529 5174 1860 3129 2090 2080 = 5142 6083 4301

Explanatory notes to Table A7 - Budgeted Cash Flow Statement

1. The budgeted cash flow statement is the first measurement in determining if the budget is
funded. It is clear that the budget is funded with a net surplus of R5, 142 m

2. It shows the expected level of cash in-flow versus cash out-flow is likely to result into a net
cash inflow of R3, 052 million. This can be used to pay the growing outstanding creditors. Itis
however to little and more needs to be generated to ensure credible payment plans with all

creditors.
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Table 12 MBRR Table A8 - Cash Backed Reserves/Accumulated Surplus Reconciliation

NCO71 Ubuntu - Table A8 Cash backed reservesfaccumulated surplus reconciliation

2020/21 Medium Term Revenue & Expenditure
Framework

Audited Audited Audited Original Adjusted Full Year Pre-audit Budget Year | Budget Year | Budget Year
Oulcome Outcome Ouilcome Budget Budget Forecast outcome 2020i21 + 202122 +2 2022123

Description R

=

f 201617 2017118 2018119 Cutrent Year 2019/20

Rthousand

Cash and investments available
Cashlcash equivalents al he year end 1
Ofer currentinvestments > 90 days
Non currentassets - Invesiments 1

Cash and Investments available:

(84012) (39 466) 7797 7797
106 326 255 661 17284 17284

2292 2435 (185)
0 1 1

2292 2436 (185)

e
[

[N I

22318 216 095 25081 25081

Application of cash and invesiments
Unspent condifonal ransfers - - - - - - - - - -
Unspenl borrowing - - - - - - - - -
Slabitory requirements 2
Ofher working capital requirements 3 - - - () (94 066) (94066) - 74050 61123 48 064
Other provisions
Leng erminvesiment commited 4 - - - - - - - - - -
Reserves b be backed by cashfinvesiments §

Total Application of cash and Investments: - - - [ (94 086) (94 086)| - 74050 81123 88 084

Surplus(shorifall) - - 22316 216 036 119147 | 119147 - {71 758) (78 687) (88 248)]

References

1. Must reconcile wih Budgeled Cash Flows

2. For example: VAT, laxalion

3. Council approval for polty required - include sufficient working capital (e.g. alwing for a % of current deblors > 90 days as uncofectabls)

4. For example: sinking fund requirements for borrowing

&. Council approval required for each reserve created and basis of cash backing of reserves

Oher working capilal requirements

Debirs N - - 1 94 066 94066 - 6285 5639 5639
Crediborsdue : - - - - - - - 80335 86762 93703
Tolal = = - 1 94 066 94066 - (74 050) (81123) (68 064)

Deblors colecfon assumptons
Balance oulstanding - deblbors - - 248 189 3 186 938 186938 - 10837 10837 10837
Esfmals of deblors collecton rak 0,0% 0,0% 00% 46,3% 49,8% 49,8% 0,0% 58,0% 52,0% 52,0%

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

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

2. 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.

3. The outcome of this exercise would either be a surplus or shortfali A shortfall 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”.

4. As part of the budgeting and planning guidelines that informed thé compilation of the 2018/19
MTREF the end objective of the medium-term framework is to ensure the budget is funded
and ahgned to section 18 of the MFMA. v

5. Please take note that collecting old debt is of paramount importance to make the budget
funded.
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Table 13 NBRR Table A9 - Asset Explanatory notes to Table A9 - Asset Management

ASSET REGISTER SUMMARY - PPE (WDV) 5 652 709 639600 618 060 15175 646 378 646 378 646 678 698 113 763 986
Roads Infrestruclure - - - - 72 338 1233 72339 18126 84 376
Storm waler Infrastructure - - - - 10 201 10 201 10 201 11017 11899
Electrical Infrastruclure 445 767 438 685 421 962 5005 22159 22 159 22159 23932 25846
Water Supply Infrastiucture - - - 9970 66 446 66 446 66 446 T 762 77 503
Sanitation Infraslruclure (521) (745) (649) - 268 035 268 035 268 035 289 478 312 637
Solid Wasle Infrastruclure - - - - - - - - -
Rail Infrastricture - - - - - - - - -
Coaslal Infraslructure - - - sl & = g - o
Informetfon and Communicaton Infrastruclure - - - - - - - - -

Infrastruéture A5z A%d40| 421313 4075|4181 499767 | 430181 AN S1Z26T |
Community Assets 144 229 139 585 134 973 0 134 973 134 973 134 973 145771 157 433
Herltage Assels - - - - 0 0 0 0 0
Investment properties 20322 29 286 29 638 0 29 638 29 638 20 638 32009 34 570
Other Assels 15 425 14 654 13 495 - 27 053 27 053 27 053 20 218 31 555
Blologlcal or Cultivated Assels - - - - - - - - -
Intangible Assets 48 kK] 2 (0) 21 21 2 29 3
Computer Equipment - - - - 423 423 423 456 493
Furniture and Office Equipment 2519 21399 2047 200 X 2 53 216 m
Machinery and Equipment - & - o 2688 208 288 k10 336
Transport Assels 2411 2044 1108 0] 1104 1104 1104 1182 1288
Land 13458 13 458 13 450 0 13 458 13 458 13458 14 535 15698
Zoo's, Marine and Non-blological Animals - - - - - - - - -

TOTAL ASSET REGISIER SUMMARY - PPE (WDV) 5 552703  609G0D|  616060| 15113 546 378 546 378 546 618 T3 |, 86

1. There are sufficient assets in the municipality to maintain the current demand. However the
condition of these assets are not desirable and needs replacement. There is also space for
additional infrastructure.

9 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.
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