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ANNUAL BUDGET

1.1 MAYOR’S REPORT

To be included




1.2 COUNCIL RESOLUTIONS

The Council of Beaufort West Local Municipality, acting in terms of section 24 of the Municipal

Finance Management Act, (Act 56 of 2003) approves:

1. The annual budget of the municipality for the financial year 2018/19 and the capital

appropriations as set out in the following tables:

>

v

Budgeted Financial Performance (revenue and expenditure by standard

classification) reflected in Table A2;

Budgeted Financial Performance (revenue and expenditure by municipal vote)

reflecied in Table A3;

Budgeted Financial Performance (revenue by source and expenditure by type)

reflected in Table A4;

Capital budget by municipal vote and standard classification and associated funding

by source as reflected in Table A5;

Budgeted Financial Position reflected Table A6;

Budgeted Cash Flows reflected Table A7;

Cash Backed Reserves / Accumulated Surplus Recanciliatio reflected Table AB;
Asset Management reflected Table AS;

Basic Service Delivery Measurement reflected Table A10;

Detailed capital budget over the 2018/19 Medium Term Revenue Expenditure
Framework (MTREF) - Annexure B

2. Approves the increases in Tariffs for Rates, Service Charges and Other Sundry Tariffs as set

out in Annexurs A




1.3 EXECUTIVE SUMMARY

The following were used as guidance to compile the 2018/19 Medium Term Revenue and

Expenditure Framework {MTREF}):

»

A4

>

s

National Treasury’s MFMA Circular No. 89 : Municipal Budget Circular for the 2018/19
MTREF — 8 December 2017; - Annexure C

National Treasury’s MFMA Circular No. 91 : Municipal Budget Circular for the 2018/19
MTREF - 7 March 2018; - Annexure D

Municipal Budget and Reporting Regulations (MBRR);

Municipal Regulations on a Standard Chart of Accounts in government gazette Notice No.

37577 on 22 April 2014;

National & Provincial Budgets;

2018 Division of Revenue Bill {Gazette No. 41432 of 09 February 2018);
2018 Provincial Gazette No. 7890, dated 05 March 2015;

The Municipality’s 1DP.

The main challenges experienced during the compilation of the 2017/18 MTREF can be summarised

as follows:

>
>

v

Y/

The current ongoing economic difficulties faced by our country;

Local political instability and its effects on the Municipality’s administrative functions and

Processes;

The need to reprioritise capital projects and expenditure within the existing resoure

envelope given the cash flow realities and declining cash 'position of the municipality;

Wage increases for municipal staff that continue to exceed inflation, as well as the need to

filt critical vacancies;

The increased cost of bulk electricity;

Compliance with mSCOA requirements;

Population growth placing a strain on infrastructure and housing needs;

Ageing and poorly maintained water, roads and electricity infrastructure;




» Limited available own funding to fund much needed infrastructure.

Consolidated Overview of the 2018/19 MTREF

Budget Budget Budget
Adjusted Year Year +1 Year +2
Budget 2018/19 2019/20 2020/21
Description R"'000 R'000 R"'000 R'000
Total Operating Revenue 265,437 303,873 316,042 330,759
Total Operating Expenditure 289,535 219,844 329,356 344,677
Surplus/{Deficit) (24,098) {15,871) {13,314) (13,917)
Transfers and subsidies -
capital (monetary
allocations) (National /
Provincial and District) 85,726 23,087 22,873 23,707
Contributions recognised -
capital & contributed assets — — 5,000 15,000
Surplus/({Deficit) for the year 61,627 7,216 14,559 24,790
Total Capital Expenditure 88,326 | 24,187 | 27,873 | 38,707

Total operating revenue has grown by 14.52% or R 38,536 million for the 2018/19 financial year
when compared to the 2017/18 Adjustments Budget. For the two outer years, operational revenue

will increase by 3.97% and increase by 4.66% respectively.

Total operating expenditure for the 2018/19 financial year has been appropriated at R319,8 miilion
and translates into a budgeted decifit of R15,8 million. When compared to the 2017/18 Adjustments
Budget, operational expenditure has grown by 10.47 per cent in the 2018/19 budget and increase by
2.97 per cent in 2019/20 increase by 4.65 per cent in 2020/21.

The capital budget of R24,1 million for 2018/19 is 72.62 per cent less when compared to the
2017/18 Adjustment Budget. The reduction is due to a decrease in transfers from national and
provincial government as well as the cash flow realities and declining cash position of the
municipality. The 2018/19 capital budget is funded mainly from national transfers {MIG) of 54.11
per cent, INEP 41.34 per cent and the remaining 4.55 per cent from internally generated funds
(CRR). For the two outer years the capital budget is 100 per cent funded from national transfers

MIG, INEP and RBIG. Consequently, the capital budget remains relatively flat over the medium-term.




1.4 OPERATING REVENUE FRAMEWORK

Revenue is projected to increase by 14.52% from R 265,4 million in 2017/18 to R 303,9 million

2018/19 and will increase by 3.97% and 4.66% respectively in 2019/20 and 2020/2021.

The following table is a éummary of the 2018/19 MTREF (classified by main revenue source):

Description Current Year 2017118 2018/19 Medium Term Revenus & Expenditure Framework
Financial Performance
| propery ks 1" s o | wim| 122% wems| oen | 4| 1260
Servics charges V53| 484 | 1221650 401 120495 40.97% 17268 4150%
heestmentrevenue A0 o04M% | 0| oem | 135, 04®e 400 04
Transfers recognised - operafonzl sl wa | wosn) mah | 03| wTeh | 1004| 3
Cterownvene - sl 1260 | a0de| aame | M295 103 | M2 1348
Total Revenus {excluding capital transfers and 265,437 100% 303,973 100% 318,042 100% 330,759 100%
coniributions)

The municipality’s revenue strategy is built around the following key components:

» National Treasury’s guidelines and macroeconomic policy;

¥ Revenue enhancement and maximizing the revenue base;

» Revenue management, which aims to ensure a minimum 88% annual collection rate given

the current economic climate;

%  Electricity tariff increases as approved by the National Electricity Regulator of South Africa

(NERSA);

| % Subsidizing all indigent households in terms of the relief offered by the municipality.

Revenue generated from services charges remain the major source of revenue for the municipality

amounting to 40.19% of total revenue,

The second largest source is transfers and subsidies totaling R 102,8 million or 33.85%. The following

table indicate national and provincial transfers and subsidies gazetted to Beaufort West Municipality

in the 2018 Division of Revenue Bill {Gazette No. 41432 of 09 February 2018) by National Treasury

and in the 2018 Provincial Gazette No. 7890, dated 05 March 2018 by Provincial Treasury.




2018/19 Medium Term Revenue & Expenditure

Description Ref Eramework
R thousand " | | s
RECEIPTS: 1, 2
Operatlng Transfers and Grants
 National Government: 03 64,320 69,428
" Local Government Equiable Share e 56,655 ] e
Finance Managemiet 1,700 4,700 1,700
:EPWP !ncenﬁpe . T 11_23.5. ._ i
- Blectricity Dem'_a'nci-s:idgl .M'ana.gement = c- =
 Municipal Infastucture Grant 5891 699 72
Provingial Governmpnt' 42,564 39,201 36,396
Fmanma[ManagementSupporEGrant 330 - 330 S
Financial Management Capamty Bund;ng Grant | S360 - -
Human Sefements Dev elopment Grant (Beneﬁ(:la_rles_)- o 35,160 S0 o o 30,020
" Maintanance and Consiruclion of Transport infrastructure - - : N 80 -] -
" Library Service: Replacement Finding for Most Vilhnérable 33 Municipalties | 5,550 | 5,857 5,172
~ Thusong' Service Centres Grant (Sustamable Opera‘uonal Support Granf) o 110 10 ¢ S
Deparimentl_pca Govemment ‘‘‘‘‘‘‘‘‘‘ _ '
Cpmmumty Development Wprkers (CDW) Operauopal Support Grant VVVVVVVV .204 204 204
District Municipality: - - -
finsert description] - - -
Other grant prpvideps: . - - -
linsert descriotion] » - - -
Total Operating Transfers and Grants 5 102,893 103,521 105,824

The third largest source is property rates totaling R 37,1 million or 12.22%, followed by other own

revenue totaling R 40,4 million or 13.32% and investment revenue totaling R 1,2 million or 0.41%.




1.5 OPERATING EXPENDITURE FRAMEWORK

Employee related costs

The Salary and Wage Collective Agreement for the period 01 July 2015 to 31 June 2018 has come to
an end.'Negotiatons are stilll underway between SALGA and the unions. Given the current situation

the Municipality has budgeted for a notch increase and an annual wage increase of 7%.

Remuneration of councillots

The remuneration of councillors are budgeted for in accordance with the Government Gazette on
the Remuneration of Public Office Bearers Act: Determination of Upper Limits of Salaries,

Allowances and Benefits as determined by the Department of Cooperative Governance.

The following table is a high level summary of the 2018/19 budget and MTREF (classified per main

type of operating expenditure):

Description Ref : ) 2018/19 Medium Term Revenue & Expendifure Framework
R tovsand v e P b Cem | ¢ mar |
Expenditure By Type
CEmpoyes elaedcoss o1 ot wewe | wosstt] sedew | toged|  aamos 186691 A%
" Remuneraion of counilors Cssi0] 0% | s2s|. 198% |- GBS 2.00% 5,994  203%
" ebtmpament 3 190007 690% | ¢ 22827 7% | - 24202) 7% wa2l T3%
Depreciation & esel mpament | 2 17,465 6.0 | 6.0M% WAt 6.20% 2184 6.34%
Fnencecherges aoasb e 1d2% 2381 072% Coasrl omm | o5l 075%
Buk puthases T2l e 2.4% 70500  22.04% Taka | 22.75% 70430°  23.05%
Otrer mawrials. TR arml ssm w0 el 18,1505 - 5.81% w270f  583%
Conraced semvioes | 78020 2% | Bl 27% C90a)  270% 913l 282%
" ransters and subsidies B Y Y= R T 0] 0.21% w0 gk
Oter expenciure o s et mow | e c0s2% G597 | 1843% | 59004| 17A2%
loss ondisposa of PPE | S0 o0 Y B Y b om
Total Expenditare 78055 | 100% ToekE | 100% 056 | T00h AT 100%

The budgeted allocation for employee related costs for the 2018/19 financial year totals R 103,8
million, which equals 32.46% of the total operating expenditure. Based on the collective SALGBC
wage agreement, salary increases have been factored into this budget at a percentage increase of

7% for the 2018/19 financial year. An annual increase of 7% has been included respectively for the

2019/20 and 2020/21 financial years.

Bulk purchases amounts to 22.04% of the total operating expenditure. The NERSA proposes a 6.84
per cent guideline increase for municipal electricity tariffs for 2018/19. This is based on a butk tariff

increase for municipalities of 7.32 per cent. Water bulk purchases will increase by inflation year on

year.




Finance charges consist primarily of the repayment of interest on long-term borrowing and finance

leases. Finance charges make up 0.72% (R2.3 million) of operating expenditure excluding annual

redemption for 2018/19 and amounts to 0.74% and 0.75% for the two outer years.

Other materials comprise of amongst others the purchase of materials and spares for maintenance,

cleaning materials and chemicais.

Other expenditure comprisés of various line items relating to the daily operations of the municipality

and operating grant expenditure.

1.6 CAPITAL EXPENDITURE

A capital budget amounting to R 24,187 million is proposed for 2018/19 {R 27,873 miilion and R

38,707 million respectively for the two outer years). The capital budget will be funded as follows:

Budget Year | Budget Year | Budget Year
Funded by: 2018/19 +12019/20 | +22020/21
National Government 23,087,200 27,873,400 38,707,350
Provincial Government - - -
District Municipality - - -
Other transfers and grants - - -
Transfers recognised - capital 23,087,200 27,873,400 38,707,350
Public contributions & donations - - -
Borrowing - - -
Internally generated funds 1,100,000 - -
Total Capital Funding 24,187,200 27,873,400 38,707,350

Annexure B provide the detailed capital

Expenditure Framework (MTREF) per project.

budget over the 2018/19 Medium Term Revenue




1.7 ANNUAL BUDGET TABLES

In accordance with the Budget and Reporting Regulations the following compulsory schedules are
attached reflecting the detail of the above mentioned amounts.
» Budget Summary Table Al;
Budgeted Financial Performance Table AZ;
Budgeted Financial Performance Table A3;
Budgeted Financial Performance Table A4;

Budgeted Capital Expenditure by vote, standard classification Table A5;

Budgeted Cash flows Table A7;
Cash backed reserves/accumulated surplus reconciliation A8;

»

>

P

>

% Budgeted Financial Position Table A6;
»

¥

» Asset Management Table AS;

>

Basic Service Delivery Measurement Table A10.

The required main budget schedules {Table Al —A10) as listed above are being provided below;




Table Al Budget Summary

2018{1% Medium Term Revenue &

Description 201415 201518 2016M17 Current Year 201713 Expenditure Framswork
R thousands Audited Andited Audited Criginal Adjusted Full Year Pre-audit | Budget Year | Budget Year | Budget Year
Qutcome Quicome Outcomne Budget Budget Forecast outeome 2018/19 +12019/20 | +2 2020021
Fin ial Perfnrman e
Prupeny rates - - - warri w47 | z s} 30,386 #1748
Sarvios changes - - - 148,085 115, 84 15,384 - 122,185 ced5| 137,284
_ - - 19808 1.280 1,280 - 1,260 126 1w
Transfers recognised - operational - - - “o1,821 Q0501 80,50 O Gzses | toamn ! iosmed
3 - - - Srags | 83,456 33456 - w4 | 42,295 44,500
= z z 295,728 268,437 ZEE 5T z 303,573 31é.042 T30 78S
Tctal Revenue (exciuding capital transfers and contubuhons)
Employ e cosls - - - 93,514 9129 - 103,811 110,994
’ “Ramuneratlun afcuuncm ...... - ' - - 5,385 5 510 - & 6,225 8! 598
Depreciafion & assal\mnalrmem o Tl o - Wam | 17485 - 1907 T e 2, 541
Finance chargss -~ - - %“ 13 3,245 - 2‘308 2,447 h 2, 594
Maréirwéls”arnﬁrbrul‘k purchases - - - BG,D{.’;&‘ ‘ 92,008 - 90,220 ‘---‘ Q4,082 99,709
" Tansters and grants - - Z 10 e B0 - B0 o 78D
ot apettue " - T ozt | re.dm rem| - “orace | 94083 84,130
Total Expenditure - - - 303,804 289,535 289,535 - 318,844 320,358 4,577
Surplus/(Defictt) T -, - (mo7) (24,098) ehoom| - nsE Nl (19314 13,917)
Transters and subswd\as caprtal (rmnetary al!ocauona) {Mationai /
Provincial and Distiny - - - 14,600 25,726 85,726 - 73,087 22,873 23,707
Cnnmhu[luns mcogmsad canlial & conmbutsd assaly - - - T ‘ - Tz 5,000 15,000
5urp|u5{(Def‘cm atter capital Ir - z - 5,564 81627 & 547 - 7218 14,559 24,750
Share of surplus! (el of associate - o - oy _ - _ R -
Surplus/{Deflctt for the year v _ - Z 6504 1,827 B - T2 14,560 24,790
Capital expenditure & fundssources ke
Capital sxponditure a - gzt - St menl Vaéw%ud‘?“
Transiers raoaghissd - sepie Z 85,728 - 23,087 7,673 35,707
Public contrﬂ:uﬁons & donations - - - - o - -
e S . - “‘ - : : -
inermelty gemersid ‘uhds - 2,600 2 sao ’ - PRE%S E -
Tntal suurcus of capuak funds - 88,326 SE 328 - 24,‘\ BT 27,873 33,70?
Financial positon Ly b e L
Tctalcurreni s - - - sedss| | 4amms| 46?75 L sszé 52,819 o3
" Totl non eurtet assets ’ - P qatesi sazaze|  5e2a8 1 S510851  Sea 798|  GEB.6E7
Tk ourcent sbies - - was| 0 37,361 - sgee| sl sTaas
To'a\ nof currenl!lamlmes R z - 55.291‘ SS 261 66,231 z ) 55,185 - ..“.04.501 84 56:
" Communly wealyEquly Z - N 410,977 | 485 46d - 292,677 sor.5er | a4, =)
Cash flows
Natéa;sh fom (used) cperalng - - - . 83‘323 306,798 39921 o 45,569
“hat §Aéh'f}5}n' &used] mves.ﬁng' R N - - UG @8] {88438 - oeient | @neral (8707
Het cash from {used) francing - - - T (2.628) T 2 aos) : .04
[Cashicash equivaients at the yoar and - - - 2190 T
Cash bachi IE] recanc:iaahun
" Gash anef v sstnents svallale - - - 9158 5100 siea| TE85E 16680
Auphcaﬁun ufcasn and mves!mem o - — — 64‘!) (11,26@ (11,288) - ; 7,937
Batance - surplus (shomau: """"""" - S -1 9 840 16486 ' mja‘«m‘a - 8,752
Assetmanagement
) “As:sel ogeler smmary Ny T - - - - - - - - -
‘ Depreciation o s - - - - - Z z -
'Rlan‘a‘v; ;u'ét Existing Assets - - —‘ - - - 5910 é,QéQ
) Egpqir_s_gnd Maenancs - - - - - — - - -
Free services .
CostofFree Easwc Servlces pray |ded ;. - - ’ 18.810 o 16810 S l15‘810 19 189 ‘ ‘!9.169 ) 20 319. o 21 538
Rewenue castaf free sarv ives prov wed - - - 5201 10144 o] 5338 5335 971 ) 7 121

Househulds helcw minimum service ievel
W‘alar

Sanitation/sew arags:

Energy:
Refuse:

10




Table A2 Budgeted Financial Performance (revenue and expenditure by functional
classification)
( Functional Classification Description  |Ref]  2014M5 | 2156 | 2016017 Current Year 201713 2"1B’Q:P“::::;‘;‘J;’::'m::‘:’r:“e&
R thousand 4 Audited Audited Audited Original Adjusted Full Year | Budget Year | Budget Year j Budget Year
Quicome Qutcome Quicome Budget Budgei Forecast 201819 12019120 | +2 202621
Revenue Functional
 Governance andadm:mstraﬂan - N . 74,33 90,233 23| essst| a0 5%
Executys and couno . - - 3,65 wiss|  BIB| 9% 44,061 7 547
) Flnance and admmlmnon Z - - vt w7t 88| 45872 1479 45,51
|ﬂtEl'ﬂa‘ B.Ust - - - - o 300 | — [ - -
Community and publc safety - - - Bl 2601 28,691 [ I et
[ Community anc socfal servioss - Z - 5% 6% 63ts| saw|  6os| 7248
aportondeoreaion b L - . - 2| tows as| oM a9l 1064
" Public szkly - - - a0t ot a0 1 T2 2
 Hotsing - Z - wanl | edm| 94% 12,623 wew | WA
Healn - o - - - - - - .
Economlc and enwronmental servYJ;:es - - - - ) 53,012 most | 22,051 ’ 39}588 40,055 ) 48.175
Planming and development B - - Tl a1 gol
' Roadr:a'nsbb&mm" ‘ - ST U mete: s 1,651 maor| szl
oty . - . R o 2 ul B
" Trading seniees oy - g, 1'5'7” HnoAeT| | 159,222 mAUSL 180,263
Energy soures - 7 82,713 w3l emael wags| 10493
Waternianagement - - lElSF,219 ) 67219 30146l 37,948 51,058
 aste water manege ) - ws1e] K5I 20,791 B 10
este management : . - a8l 81 samthemt e
- . - ; - ? ks S ? e
Total Revenue « Functional 2 N N - 0368 asiie2| 462, 22T068  MAMS| 369,467
Expendlture Func’annal " o ) K A )
Govemance and admimsiraﬂon - - - ‘.”5‘5,923 f.é.,583 72‘.5.33 §7,854 6,559
Execuﬁveamdcuunol[ """" Z i - eS| %] e 15?35“ 16867 |
Fmance and senimstaton - N mar] s saam 10,695 45704
 nkemal audt - - T w] Tl ms| T e
 Community and public safety - - - mxe! sl 31,560 | sAs )
Communty and social services o - - - 07| o8| o068 amn; "“'_"10037
Spor and roceaton - o ST hom e 78| o
Pubic saily - - - “y418 3,85 2088 | 43
Fousing - S s w077 10.727 wazEl
Heafh - Y el M o
‘ EcunomJ'E;rﬂlgenwrnnrr.re;nal serwces ~ - ) ;64 5'1‘0_ ) 44,920 Yi';,":)ztl 51,943 52,837 B 55,392
Plannmg anddevelopmant ...... - - T 56[)5 . 5,853 5,953 .”E.‘»,.ﬁ% B‘BQVE‘ ‘:‘133
Rosdtanspot - -1 s e | s |  ass| s 4,759
. Enwronmenia promcﬂon - - - R - - - ' -
Tradmg services — - S 136,555 139.99[? o .1.39,990 143 662 151, EIJS . 15545,‘58‘4
o .Energy sources o - - - 84,905. . 84,455 84,485 o 85.,687 B?';E.ié‘l 92916
 ter managament - N - waml | aaew | 24e|  m9ss|  msm 20,071
Wastewatermanagemem - Z 11 088 13.6:;(;.‘;‘ 13,636. o 16,444 B 7
Vst management - - - T " irser 10,831
o - - - - et - e i R
Total Expenditare - Functional 3 - Z - WL a5 | 2.5 | 30844 19351 2467
Surplusi{Deficit) for the year - - - 6,564 61,627 61,627 1,216 14,558 24,790
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Table A3 Budgeted Financial Performancé (revenue and expenditure by municipal vote)

2018119 fiecium Term Revenue &

Vote Descripfion Refi 201415 2015M6 2018{17 Current Year 2017/18 Expenditare Framework
R thousand Audited Audited Audited Qriginai Adjusted Full Year | Budget Year i Budget Year | Budget Year
Qutcome Cutcome Ouicome Budget Budget Foracast 2018118 + 201926 | 42 2020021

Ravenue by Vote 1

Vote1 Muanpa\Manager 7 - - - T amol 1730 - - -
o 2 - Diecor: Comorale Service - - 3 7,53 awe| o] | M

Vote 3 - Ditector: Financil Servioss - Z welTwaer | AT wee) T e
ot £ - Direclor: E.n.g\.n.e.e.nng Services N el Thmamtrmaz| esmol 7ease] o186
Vot § - Diector: Communty Servics - Z 1 oree et ame | 7064 w92 7,033

Vot 6 - Discior: Elecircal Services h - - -1 o] mmal @3 98Mo 99195' BT
Total Revenue by Vote 2 N - N Toaas | amAe2|  S5iA62|  I2T060;  M3,015F 369487
Eerndlture by Vote to be appmpnated ' V t 1

Vote 1 - Muricipal Manager B N - Z 3,600 5739 4?54 e 444
Ve 2 - Diractyr; Corporsle Service Z - T s I 3E)
Vo 3 Dicaor Flnancia Services - B wem|  ma|  was|  mes wiH| 63

Vote 4 - Directo: Englneermg Services - T atoss 80,239 50,230 sl wxs| o
‘ Vote 5- D\rector Commumty Semces l - - - -“84 289 7 54950 o 54950 82 217 84 607 ”85 125

Voteﬁ Drecar: Fletica Services - - T ! 843495‘ 84,495 2, 667 87,624 92 916
Total Expenditare by Vote 2 N N - WS0LL 2gm.Es | 260,65 | 19,844 | 320,386 | 4817
SurplusiiDeficit) for the year 2 - - - 3,564 o,627 #1627 1,218 1,559 24,790

12




Table A4 Budgeted Financial Performance (revenue and expenditure)

Deseription Refl 20148 | 201518 | 2016M7 Current Year 2047H8 201s’;:p!'::::t’:;:::’m:;‘f;“e &
R thousand " Audited Audited Audited Qriginal Adjusted Full Year Pre-audlt | Budget Year | Budget Year | Budget Year
Qutcome Outceme Outcome Budget Budget Farecast utcome 2018M9 +1 201920 § 42 202001
Revenus By Source
Property rales 2 - - - 38,417 M sATe - st maws| 4
Servios charges - electicity reyenue '3 - - HeR| 7 73,863 - At mnEdr a4
Servica charges - wakr revere 2 - - - w4l 195w 19,520 - wos| 2 o
i Ser'v ié:a charges - saniié.ﬁ.;n faV BNUe 2 - - — 14,55% !4,51\.3. 14,513 - 15.517 18‘447" ’ 17,434
Servlom sharges - rehke cevenes 2 Z B 2 L = | T g e 885|947
”ée”n‘f'\ce charges - olher . - - s = =t - . - .- .
i{efﬁa\ of acillies and squipment - - - 1,383 1,267 1587 1 - Siamel. 1488 1817
Inhla;_s%l_?grped—axtamaﬁnvesimems - - 1ol o . 10l - - © 1,260 M5 e
lerest aarmed - oulstanding debiors - . - 2etl  aTIEL 2716 - “2.040 REXTTY IR
e ] i ’ L 5 ) N n B
- - L s Baal 13 Ny newl o wIe
- - 895 515 BB - SR 688 C TS
- - 680 750 TR | = 750 SRR ] B
- - - pig2tf B0SL T 80.590 - 102,383 103,521 105,824
e revene ) - - . 1,33 14,785 14,785 - 4375 4537 4516
Gains on dispnsl:al\‘ of PPE o - - - - - - R - -
‘Total Revenue (excluding capital transfers - - - 295,728 265,437 265,437 - 303,973 316,042 330,758
and contributions)
" Employ e ralaisd costs 2 - Z - e ool wae - g E | moges| 118650
" Romumersion ofcorcilos N - - - 5208 55060 6510 B o B - 6,994
Debt impairmeni 3 < - = 35257 - 19,890 19,880 | . - 2283 24,202 25,412
i Depraciation ;l_éés'é'ti%;;;i'}:;'eﬁi" h 2 - - - 16,335 17,465 17465 - 19,222 20,431 21,841
Enanee cherges - s - RE 3,045 3,245 - 2008 - zar] 25
Gk porshases 3 - - - £8,085 67,280 57,280 - 70,500 74042 79,439
Otver meterisle e - - - 27,950 24,728 728 Sl w0 1mis0 0,370
Conlractét; services N - - - . 3,508 7842 N 7,842 - _ §‘6_3_9 . 9,194 8713
Transhrs and subsidios Z o - wi wi @ Z a0 e
Otwroxpendhire Tas - - U st emy ez I B0geT| 8,00
Lcssun digposal of FPE e . - - = .- . - - = Lo - s
Total Expenditure p z - 302,804 786,535 268, 536 z 318,844 529,356 344,677
"éli'r';ilygl(peficit) ‘ - - o Twoe Aes|  gacs) - qsaTy pasa (3917
Transfars and subsidies - capital (monstary . . .
| allosatons) (Natonal/ Provincial and Distley & - - - 14,640 85,726 85,726 - 23,087 22,873 23,707
Tranefers and subsidies - capital (monetary
sllecations) (National / Provincial Deparimental
Agencies, Households, Nen-profit inshaions,
Private Enterprises, Public Corporatons, Higher
Edusational Insliutions) & - - - - - - - - - -
| Transters and subsidies. ) - - - - - - - - 5,000 45,000
transfers & - B i %564 §1,627 59,527 z 7216 14,559 74,790
contributions
_l_T.axah‘eﬂ = - - - - R - - - -
SurplusiDeficit) afier laxation B - - - 6,564 61,627 81,627 - 7,216 14,558 24,780
| Almbu%abla iO minun'ﬁes L - - - ~ - - - - = - )
.E;ulri:l\tllsf([!efic'\t) attributable to mnn[m.pa llly - - - §,584 i1,627 61,627 - 7,216 14,559 24,790
‘ 8hare n\;surp\usl (&ﬁ;it}.éf‘ assumats v 7 - - - - . = - - - -
SurplusifDeficit) for the year - - - 6,564 84,627 81,627 - 7,218 14,559 24,790
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Table A5 Budgeted Capital Expenditure by vote, functional classification and funding

Vote Dascripiion Refl 201415 | 20isMe | A018MT Current Year 2017118 201619 Medium Term Reven.e &
4 et e e 0 . Expenditure Framework
R thousand ’ Audited Audited Audited Origlnal Adjusted Full Year Pre-audit | Budget Year | Budget Year | Budget Ysar
Qutcome Qutcome Cuicome Sudget Budgst Forecast outcome 201819 +12019{20 | +2 2020/21
Capital pendi ture - Vofa )
Mult}-gear eerndﬁure !o he appropnared 2 ) ’
Vg[s‘] MU!‘&IOIDS\ M.nager R - - B _ T — o - — - - - - _
Vehs 2- Dlrectar Corpnrate Semce B ’ - - . - - - - - - -
VubeS Dirschur Fmanc\a\ Semcesl _ ) i ) - - o - - - _ - - Z -
Vole 4 Daracbr Eﬂglneermg Services o o - I - o . -~ - - - - -
\/ntaﬁ D\recor Commumty Services ’ - . - - - - - Z - -
- Vote B Drectnr Etectrical Sew&ces o ) - ) "..7 . - B v - - - - - -
' - = o = - = U " = .
_Sigi ear expandlture to be apprcpnafed 2
Vols 1 - Muniipel Hanager e R B R S 10 B Z ] A -
Vuis 2 Director: Corporate Sé};rics ‘ - T - oo 277 ‘_ wn - 250 - -
. VoLeS Direstor: Fmanma\ Servmes T D B o 200 25 . 245 R ZDD o . -
i D‘rem Engmeeﬂng Sew \995. e R e e ER e el 16,4@0 79‘974 79‘97.4 - v w7
VcteS D\recmr Community Serwces ; ~'ﬂ - - 1,000 _ 1,000 W[ﬁb - 200 ”—
ole 6 - Drecmr Flactical .‘:;eﬂrvicas ’ .‘ Il l_ — . — . - 4‘(}39. ‘ 75.800‘ ‘B,BUU — ) ‘!4,080 ‘ 9‘600 . .Q,E.JQ“O
Capital single‘-;,’;;r axpend{i‘u‘l;;“sub-total - - - - 15,870 88,326 68,326 - 24,187 27,873 38,707
Total Capital Expenditurs - Vote - - - 15,870 88,226 36,326 - 24,187 27,673 28,707
F;.l‘nd.ricnalr ] o _
ance .allid adminigfrarféq - - - o 680 m1‘,604 ‘1,504 . - 500 - -
Execuhvs and oG o - - - - 107 oo - 50 - -
‘ Fananca and adm\mstratlon e ‘ - - . - . GBG 1,497 1,497 - 450 - -
\ntemal aud\l e - . o - - - - - - -
Commun.’ry and pub.‘;c safety R - - - 3,150 13,676 13,676 - 3,000 3,01 833
Cnmmundy and soial services D - - - C o 206 200 - 200 = =
Sport and reareafion ' N - - - 2,450 12,676 12,676 - 2808 30 waa
R gafeiy PO JEEN It RS ) . . w0 ) : ) )
”Heauh it e - i ) ) k ) ) i ) i :
Ewnumfc and enwronmenfalserwcas ) ' - - - 4,624 5,660 5,660 - 6,304 6,583 10,982
Plannmq and pment L - - i - = - - - 200 - -
Road xransport v . - - - - 4,624 5660 5,680 - 6,161 6,583 10,982
Environmental #}cisc'.ion ] ) - ’ - | - - - - - = - -
Tradin, serwces B ) ' . - - - 7418 67,386 67,386 - 14,377 48,280 26,892
By saroes - . - 4,030 5800 5,800 | - 14,080 asn] - em0
el management ’ 1 - I EoRE 30,137 Z - 5883 16072
.“Wasbe wa!er mmngeﬁent A - R .- 2;114 - 21,449 21,448 - 317 2,255 -
Wasae maﬂagemsnt ’ T - . - - - - - - 533 -
g N JRORURUOI N _. - ) E - ) ) i )
Total Capital Expenditure - Functional 3 - - - 15,870 88,326 88,326 - 24,187 27,873 38,707
Funded by
Nahonai ch smm - o= - 13,840 80,236 50,236 = 23,087 27,873 38,707
’ - O - 35420 35,490 - - - -
D:slr\c Muﬂlclpahty. o o -1 - - - - - - - - -
Other Iransfers anu graﬂls o T - - - = - - - - -
Transfers recognlsed capilaE 4 - - - 14,640 85,726 85,726 - 23,087 27,873 38,707
Public contrihutlons & dunaﬂonsr ) H 5 - - - - - - - - -
Bgrrowmg e SRR 6 ) ) . ) ) 3 . i )
[ Internally genarated funds e - L - - L2 2,600 2,600 - 1,300 - -
Total Capital Funding 7 - - - 15,870 88,326 88,326 - 24,187 27 873 38,707
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Table A6 Budgeted Financial Position

Description Refl 2014M5 | oaoise | 201617 Current Year 2017/18 zmBJSPT::'I:’:;:::’;::‘;T‘"“ &
R thousand Audited Audited Audited Origtnal Adjusted Fuil Year Pre-audit | Budget Year | Budget Year: Budget Year
Cutcame Qutcome Qutcoms Budget Budget Forecast autcome 2018119 1 2019/20 | +2 2020121
ASSETS
é.u.r.r;;t assets o
Can M - - 5,302 SR Y - 2162 7218 9,673
Call inv ssiment deposts Ty - - S amrl e 3,807 - 5423 8473 1,682
| Censumer debtors i - N - el esml sz ST e | tegH
Qiter deblors - - a3t 13338 18,328 - 461 2177 24305
Gurrent porton of\éﬁé:férm racely ables - - - - - - - e -
wenbry o 2 Z - - 3729 579 el 3,852 4189 w441
Total current assets - - - 52,304 46,778 45,778 - 51,766 62,819 70,325
Non ul‘rent;;se's ‘‘‘‘‘‘‘‘‘‘
" Long e receiy zbles - - - gm0 A7mE e AT - 1,880 1801z
N iﬁ.v.esments - - - - - R - - .= Co-
lmiln‘vesn'nentproperiy - - - . 8,150 CrBgl 7819 - - _7‘552' 7,285 - o
‘ Inv estment in Assacial B - - - - - - - - - -
“eraperly, plant and equipment o 3 - - - 4544051 526881 526,861 - sE383)  segst| 571961
e ) - ) " A i - uy S0 o
B . ) ) ) ) - ) i i -
" niengtle - - - i s 515 - 285 274 164
Oter noncunent assete - - - & 5,306 5,306 5,365 | - 5,306 5,39 5,306
Total non current assets - - - 470,159 542,328 542,328 - 551,085 563,796 5B4,667
TOTAL ASSETS - - - 522853 ABOA06| 589,106 Z §02,6501  G2,613| 657,002
LIABILlTlEé P TUTUUUR TP SN SO SRRSO ST WTPIPITFTICICISTPINS SRS PR EAT DTSSR EALILE U SRANETEREEES B RS S
Current fiabiiities p T —m—m—m A .
T o ) ) ] ] ) . ) ] ) )
" Borrowing N - - - nosel 2986 2,066 - 3,206 3,747 2310
" Coneumer depasile - - B 1358 1 1,353 1,353 - 14863 1,59 1,775
Trade and obwr payatles 4 - - - 32548 24,541 2,611 . 31,522 40,308 #4163
e - - - 401 8401 g0t |- - asel o 9g08
“Total current fiabilities - . N 45,288 47,351 27,351 - 44,988 54,556 57,646
Non surrent liabilities Ty B R
[ - - - TR TR i) . Temtl a3 7821
Povislons - N - 5171 BT 55,171 - 55,558 S a6
Total non current liabilities - - - 66,291 56,291 66,291 - 65,186 54,501 84,565
TOTAL LIABILITIES Z - - MLETE T 1038421 103,842 N MOAT: 110087 | 122,411
NEF ASSETS 5 - . - dner ] asded) 4saed I R R
COMMUNITY WEALTHIEQUITY
" ocurmuleled Surgius{Dsicin - - - a0 aRls ) aET | A5 S00SM4 L 525128
e ] R S i R
TOTAL COMMUNITY WEALTH/EQUITY 5 - - - HOSTT| dApsdsd| 485464 - se2,877]  s07.57|  m3aso1
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Table A7 Budgeted Cash Flows

201819 Medium Term Revenue &

Description Ref 201418 201518 201617 Current Year 2017116 .

) Expenditure Framework

R thousand Audited Audited Audited Qriginal Adfusted Full Year Pre-audit | Budgat Year | Budget Year | Budget Year
Cutcome Outcome Quicome Budget Budiget Forecast outcome 261819 +1 2018/20 | +2 2020021

GASH FLOW FROM OPERATING ACTIVITIES
ééceipts :

Propery rates o - - S| mEm| mm| - mm “ e shew| 7

| cerioe charges - - < | domsm| - ctoroerl vomoer co | el imen] 1z
Oterrevenve - - - 2] - mal wmag T e 32,277 Saem
Govemmenlopersing 1 : - Y R e 79,485 T e toment osens
CCovarment - caied | 1 - - - s 784 8,7 ST | wani mw
Werest - - - 3704 3794 3704 - il 4723
_in[dends - - - - V- - o - -

- S| eememn| pmnl o asson T R O S

7 - - : 1,713) pus e T

Transters and Gears kK - - aool - e @) T ey ) )

NET CASH FROM/(USED) ORERATING ACTIVITIES - - - 23,802 3,922 89,923 - 30,798 38,921 46,560
CASH FLOWS FROM INVESTING ACTIVITIES
Receltts o

" .P}:‘mtlaédsl on dispasal of PPE - - = - - - - -

crease fincrease thet nomourent receiv etk - - {110} (1) 1110y - - - -
Déc.faasa [anreais.e.) iﬂ I:IE;I';-.DLIii.FéI;IIir:L\;"SSTI.nAenLS - - - - - - - z - -

Payments o
Gl wses - - - wssr . Emam)  (BRAN) S e e e
NET CASH FROMI(USED) INVESTING ACTIVITIES - - - {15,580) {88,436) (88,436) - {24,187) 7,873) {38,707)
e 'dMIF'iNAﬁt':“ R e Ao S R
}isl:elpts " h )

i Shcn tefm léan.s - - - - - - - - - - -
“Borowing long ktiebozneg - - - : - - S Z R
neraase (decredse] In consumer deposits - - - &0 & G 118
Payments T . h o

o ) i ) O B I e o
NET CASH FROM/(USED) FINANGING ACTIVITIES - - - (2,026) {2,028) 2,926) - 4,226) 2,944) (2,994)
NETINCREASE! (DECREASE) IN CASH HELD - - - atse| (1,439 aase - | 2% od3 4867

Cashicash equiv alenls atlhayear bagi - . .2. - - - 4,412 6,637 CoB8T - §,199 o 7,588 o 15,6!!3

" Cashioash sl s 2 e year sndh 2 - - B 9,189 5149 5198 T st resam| 2t
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Table A8 Cash backed reserves/accumuiated surplus reconciliation

| Description Refi 20418 ISM6  2MET Current Year 20171 1"”'2;:::m::r’:‘m:;:if;“e&
R thousand Audited Augited Audited Original ¢ Adjusted | FullYear | Pre-audit |Budget Year | Budgel Year { Budget Year
Dutcome | Outcome | OQutcome Budget Budget Forecast | outcoms | AMEME | 41201920 | 2202021
Cash and investm ents available
* Costloash su s e yarend ) - - T 1 B Y B T Y T
Omercurrentmvestmerals > 00 days ' . B - {0 tD) 0 o - o -
Nun curreniu;asks;;lsu IﬂVESthEﬂ.TS”” W1 ) - - - L 2 . o - B -
Cash and investiments avaiiahla: - 9,199 5,109 5,199 - 1,565 18,668 2,558
App ic s‘o‘n of ca;t; and mvestmenis B S A A I SR R R R
Unspent condmona\ lraﬂsfers ‘ - - - - - - -
. .Uﬂspent burmwmg o - N - - - -
“...Slatutory reqmrementsvmww R - 2 _ Al _ _
* Qerworking il Lrsuienent i3 B L (28) - s W a9
Oﬁ"erprowsmns a | '
Iong term mvestm“ents comrmﬁed 4 - - - - - - - -
Resewes to be hacked oy cashlmveshneqts B 5 5423 6,943 ] .9,453
Total Application of cash and investments: - (64 (11,288) 111,289) - {370) 795 13,442
Surplus{shorifall) - 4,840 16,486 18,486 - 7,858 8,752 §,114

17




Table A9 Asset Management

Z018M8 Medium Term Revenle &

Description Ret 2418 2015/16 201617 Gurrent Year 2017718 Expenditars Framewark
& thousand Audi_ted Audited Audited Original Adjusted Fufl Year | Budget Year | Budgst Year | Budget Year
Outcoma Cutcome Outcome Budget Budget Farecast 2018112 +1 201920 +2 2020/21
CAPETAL EXPENDITIJRE
Total New Assets - - - - - - " is.2v7 g2t 30,418
’ Reads Infrﬁs!ruéru!e B - - - - — ’ - o .
Storm waler Jnrras!ructure . - - ) - o - - 2‘1‘5.3' T 3 525
e fnfrastrucm;a E— SO e T e - " - - e P crnin, ‘ 8
Water Sr.rppty infrastrciue - - - — - - - ) ‘5|511 55972
Santtafion Infrastructure - - - - - - 317 o o
Solid Waste (nfrastructurs - - - - — - - 533 —
Rall Infrasirieture - - - - — - - —
Coastal {ni;astmctum — - - - - - - - -
Il it and Cc - - - - - — - _ _
‘ Infrasrruc!;u.re - - - - - - 14,177 15“1“27

Cumm umlv Facllmes

Spurt and Recreatlcn Famlmas

”Community Asssts
Herltaga Assals

Rew enue Cﬂanerafmg

Nun—ravenue Generaﬂng

Investrment prcparhes

Operanona\ Buildings

Houslng

Qther Assets

Eiuiogical or Cultivated Assels
Serv Rudes
Lwcencas am:t nght’-

Intanglbie Assets

Hentagz Assuels

Revenue Genaraung
Non revenue Geﬂeraﬂng

Investrnant prcperuos

Operaﬂona\ Bu\ldmgs
chslng
Other A!setﬁ

mtng[cal ar Culhv‘aiad Assets

Computer Eq pment - - - - - 200 -

t.ure and Offlce Equlpment e - - - - - 300 - -

: Ty and Eqmprnent ) - - _ - 800 z -
Transpor{ Assets ) - R - T - - h _

Land - - - - - - - - -
Zoo's, Marine and Non-biclegical Animals - - - - - - - - _
Total Renewal of Existing Assets 2 - - - - - - a910 o746 | saee

"Roads nfrasiructurs ‘ - - - - z - 5101 B | 7,455
- - - - " - - 22551 -
oastal {n!rashuctuns - - - - - - -
infanmation et Sommurication - - - i z z Z - N
) “Infrastrunhlre wrmm—— - - - - - §,701 8,735 7,456
Ccmmumty Faclmas - - - - o -
Sperl and Ragroston Faoilfes - - - - - - 2,309 3011 833
m(:::mmumty Assels - — - — - - 2,809

Sarv |lude5

LLcenCBS and nghts

lntzngibke Assets

Compule! Equlpment

Furmture and Orﬂce Equmment h
Machmery and Equlpmsnt T
TranspnrtAssets

Land

Zno s, Manne and Non bm oglcai Ammals

Tutxl Upgradmg cr Exmnng A-ssels

R’aads Infrastructure

Starm waler Jnf!astn.rc rure

E{a::rncal Infmstrucfur'e

Warer Sugply Jnfras!rucrure

Ssnrtatmn mfrasfruc!ure

Solid Wasts Infrasfructuw

Rail infrastrscture
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Coastaf {n Fras tmcf ure

Infonnenon and Co mumca:rnn fnfrasfrucrure

Iflfranrul:ture

Comm mly Faciliies

Spnrt and Renrealmn Facﬂlhes

unity Assels
Hema @ Aasets

Rev anus Gemarahn

Non rev anue Ganera g

Inve!tmant prnpemes

Operauoﬂal Buildings

Hnusing

Other Asw!:

Ewlogﬁcal nr Cu vatad Asﬁets

Berv \Iudes

Ligencas and Rights

”lntﬂnglble Aassb
Computer Equlpm ent

Furniture and Oﬁme Equipment

Machmery and Equlpment

Transport Assets
Land

Marine and Non-biol

TulaE Caglral Exgendnure
Ruads mfrﬁsfrucmre

7,458

Starm water anras{{uc!ura - — 3.526 |
Efecfncaf lnfms!mcrme B - - . 9920.
water Supply ﬂnfmsfmrfﬁke - - 1ag72
‘Sanrremcn J'nfras rrucmrs - - -
Sa!{d Wasfe mfrastruc!ure i - -
Qad Fnﬁasfmciure - - - - -
V Caaszaf '”fmsrmd”m ............ T ” 7 T -
mformanon and Commum’caﬁun infrastructure - - - — -
Infrastructsre ‘ - - 20,21 s3] e
‘ Cummum(y Fac\l s, - T . . " B OO
Spert and RecrEa!mn Famhﬂas ) - - 2,800 3,011 233
cammunity Asaets ' - - 2,809

Heritage As!abs

Reysnius Gen a!mg

3,011 433

Qperational Buildings
Housing
Othar Assets

) Blnlogu:al ar Culﬁvated Asseta

Sarv Wucies
unences and ngh\s
Intanglbla Aaseta

Cumpuler =] mpment

Furnstura and Omua Equ ment

Machinery and Equxpmanl

Zoo's, Marme and Non-btclnglcal Ammals

TOTAL CAPITAL EXPENDITURE - Asset class

24,187

27,873 28,707

Etec ncal Infrastructure

Water Suppiy Infras!ruclure

Samlanan tnfras!mr:rure

So{rd Was!e Infras tructuire.

Ran‘ {n Frﬁs rmc fure

vnastaﬂ !nfmstmcmre
fnfa{matmn and Ccmmunrcanon J‘nfrasfruc{ufe

Infrastruclure

Cﬂmmumiy Facl\lﬂes

Sport and Racrealmn Faci

Cummumty Assets

Heritage Assets

Rev anue Gansratmg

Non rey ene Generalmg

Inveslm snt p P

Operatlona\ Bulldmgs




Housing - - — - = ~
" Other Asssts p : - n ” ,
’ léilﬁlloglcal or Cultivated Asst;(s - - - - - _
”Serv iludes ) ) ) - : - < - _ _
’ L\cancss and Rights - - - - - -
" Intangibe Assets - - : N N _
mpute.r Eq.uiﬁmal;‘t -~ - - - - .
iture and Office Equi - ’ = - - - -
Zoo's, Niarlne and.ﬁnn-bioldgical Animais - X - - B - -
TOTAL ASSET REGISTER SUMMARY - PPE (WDV) 5 - - - - - -
Depraclation ) 7 - < s - R _
jk_‘Replai_rs and Maintenar{;a by.x‘.s;et Class 3 - ’ - ) a ] - , -
Rosds Ifrasinuciurs S : - [ S B - -
) ___Slorm waler {nfras!mcru:e. 0 - Z - - -
" Dlctial inrestictun . Z : - B -
B .P{’afer Supoly in.’rasfmc“tll}el ’ - - - - = —
Sanitation Fnﬁashﬂc.!r;'};il B e - - - - _
Solid Wasie Jnfrastmér;}e z - - - - -
" Ral Wlstechee - - . Z z
| Contal nfustructurs - z - 7 - o
lnfnrméfiéﬁ ..ar.m' Commumca(lon infésfmcture ........... - - - - o _
;nfr;gi};;;;;.m st — - - - . - -
"~ Communiy Fasilies. ) o T - - - B o
" sport and Recreston Fasiies - - - - _ _'
) _Con';;:;..u.rilit.y.;;\ssets S - - - T T - -
. Hsr,wge,\ssets AT - - 5 . e .
" Revenue Generaling - - - z _ . -
Hon-rev enus Generéxﬁ.ﬁ.é ‘ - - . - - -
Investment properﬁ.élg - - - - - -
" Operatonal Buldngs. N N N - N -
e T - - - - - -
" Other ﬁl\sslei;s i - - - - _
....... .E.,iu;\\;glcal or Cuiiivated Asséé - o B - -1 h z
Sawiludesl o - - - - o -
. wL.icennes and Rightsr - - - - I -
o i.ﬁlt;r;éilbie Assets - - - - _
v lé;hlputer Equipment - - - - -
. M‘Furnilure and Office Equiﬁ}ﬁent - - - - - -
. Machinery and Eq.u.i|.:|:r1.énlt ~ - - - - -
- Transport Asgets - - - - - -
e - - - i : -
\_Z_cojs, Mari;;.a;&. ‘T‘J‘crg_mig!pgical Anlma[s . - - - _ - -
TOTAL EXPENDITURE OTHER ITEMS - - - - - -
Renewal and upérading. ofEx:stmg h.s.ss.at“s.as % of total cépex N 0 0% h GO% 0.0% 36.6% . 35 0% o 214% )
Renewal and upgradiﬁ; ”o.f Existing Assets;; % of deprecn 2.0% 0. D% 6.0% 24% - G 0% o6%
kéMaga%ofppé PR A SR PSR iee oa% HG:O% o S ua%on%
Renewal and upg};u;i;;g and R&M as @ %ufPPE 0.6% o0% 0'05.{? 00%
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Table A10 Basic service delivery measurement

WC053 Beaufort West - Table A10 Basic service delivery measurement

0M4Ms | ISHE | 2016H7 Current Yaar 201718 ZOTBIS Weclum Term Revenye
Description Ref i . Expanditure Framework
Sulcoma Outeome Outeoma Orlginal Adjusted Full Year | Budgat Year j Budget Year | Budgel Year
Budget | Budget | Forassast | 0789 | +120320 | +270202
Hougsehold seryica targets i
Fiped wast fnside dweling - 15,908 hass | 1198 1,048 12,460 12,748 12,746
Piped walsr noiia yard (but notn dweling) ) 2122 PRt AT 2122 2122 2122 2122
Using public t£p tal loastiin.servios lsv el 2 Z w| e ) 1 4 a
Other water supgly (stlaastmin samvice level) 4 - 3 3 2 3 3 3 3t 3
Mo Servise Level snd Above sub-total M 14,150 T4 150 12,150 W18 14350 14,662 4818 14848
Using public tp {< min.sevica level] K] - - - - - - - - -
Otrer wter supply (< min.service level} 4 - 20 260 260 %60 20 2860 o 260
No water supply ’ - - - N _ - _ . _
T Beiovw Mitiean Service Level sub-tote! ” 260 20 %0 280 20 50 760 260
Tols number of houschotds T 5 - a1 e 1t At 10 1492 16,208 15,908
Sanftsfion/smverage: o
Flush tietfeonnésted to sewersge) - 1832 15,502 1612 1Em 1232 12,304 12620 12,690
Flush bilet with septc tnk) - "1.568 1,568 1,558 1.568 1,568 1568 1568 1558
Chembcat el ’ - - - - - - -
il et e entleted) - - 385 5 385 355 388 355 s a5
Otner tifel prov Tslans (> min.sery ce level) - % 31 3 W 3 2 M 3
Miimurn Sepvics Leval amd Above sed-totsl ” 786 3788 3768 786 13786 19,258 584 4584
Bucket tlet - 38 39 3% ) 308 s 308 308
Olher tilst prov isions (< min service v el - - - - - - - - -
Ho et provislons - - 305 w5 05 305 305 305 305 305
a " Below Minimum Service Level sob-totel - 14 614 514 614 51 514 614 514
Total number of households e - 5 z 14,400 14,500 44 14400 450 14312 15,198 15,186
Eleclielly (alloast minssrvice level) - 2,281 2,281 2261 2281 2281 2281
Eleckiciy - prepald (min.service level) - 9,654 9,654 9,65 10,158 10452 10,452
Ml Sorvies Level and Above - 835 e 11935 2447 273 12733
" Electicity (< min,servica level) o o - - - N - - . - _
Elecmcw - p;epaid (<mi;1. selvice \evél] - - - - - - - - -
Other anergy sources - - - - - ~- - - -
Below Minimum Service Level sub-tatsl - - - - - - - - -
Total number of houssholds 5 - 183 11,035 W3k 17,925 1,835 12447 iz7a 18753
Remov ed 2t least ance 3 wesk - 11,485 11,481 14,488 1,401 11,401 12,000 12,208 12,789
Kiimam Service Lavel and Abova suidatel - Thasi mder| 4 11401 a2 12,008 12,260 12,289
Ramove‘d less frequenty than once a week, o ~ o - - - - . - - . -
Using communal refuse dump o - - - - - - - - -
Using own refise dump - - - - - - - - -
Oter rbbish eispossl - - - - - - _ _ -
No rbbish disposel - - - - - . _ , _
u Bolow Minimum Service Level sub-tatal - - - - - - - - -
Total number of heussholds 5 - 11,481 11,491 481 1,41 11481 1001 12,208 278
Hauseholds racelving Free Rasio Service 7
Wt {5 klolives par household per mondh) - - - 6152 515 5153 6153 6153 5153
Sanitaton (rae minimum level service) - - - 5963 5955 5953 5853 5953 5951
Electiciy/ctne: energy (50w h per hausshold per ment) - - - 5084 508 509 5094 5.094 5,094
Refise [removed atieest onoe aweek) - - = 2,480 2,480 Il 2,280 2480 2480
(Cost of Fras Basin Sarvices provied - Formal Setflements (R00) ’ e Tre
Vielor (6 kiolves porindigant hatsehold per mondy) - - I A 3,052 5052 10438 064 27
Saritaion [£¢ sanition ¢evios b indigent houssholds) - - - 3474 2471 247 3799 4027 4269
Elecricly/oter energy (SOkwh per indigant housheid per ment) - - - 2343 424 a3 415 4,403 4,867
‘Retuse {remaved ance  week for indigent housaholds) - - - 1,044 1044 1,088 1178 1248 1323
Cost of Free Basic Services provided -Informal Formal Settlements (1000} - - - - - - - - .
Tolai cost of FBS provided - - - 18,810 16,810 16,310 18,189 20,318 21538
Highest level of fras servics provided par househald
Peopery mies (R valte freshild) - 19,000 18,000 19,000 19,000 19,000 18,000 woo0 | 18000
Waler (laloires per household per monh) - 5 5 5 6 G 5 6 6
Sanitaton (mlnﬂ‘re‘s per househald per manﬁ) - - - - - - - - -
Sanltaton (Rand per huuseha\a per month) - - - - - - - - -
Blecticiy flowh per househald per monky - 5 5% % 50 50 5 50 50
ﬁﬂuse‘tavemge lites per wesk) B - - - -~ = - - — -
Revenue cost of subsidised services provided (R'000 g
Properly ralos ftariff adfusiment) [ impermissable values per section 17 of MPRA} - - - - - - - - -
Fropery s exemplions, reductions and tebates and impermissable values in
aweess of ssction 17 of MPRA} - . - 520t 10,14 10,144 £33 5718 7
Water (in axcass of 8 Kllolitres per indigent household per manth) - - - - - - _ - -
Sanitton {in excess of frea sanitatlon service to indiaur}l‘households} - - - - - - - - -
Electiclylcher energy {in excess of 50 kh per indlgent household per month) - - - - _ . _ - _
Refuse fin excess of one removal a waek for indigent ﬁousuholds) - - - - - - - - _
" Muncipel Housing - rente robales - o e - - - - - - - - -
Housing -Vhp shructure SUUS'\di.ES ’ & - - - - - - - - -
e ) - - - - - - - - -
Total revenue cast of subsidised sarvioes provided - z - 5301 [ 10,144 5238 5713 721
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1.8 MUNICIPAL MANAGER’S QUALITY CERTIFICATE
Quality Certificate

In my capacity as the Municipal Manager of the Beaufort West Local Municipality, | hereby certify
that the 2018/19 Medium Term Revenue Expenditure Framework (MTREF} and supporting
documentation have been prepared in accordance with the Municipal Finance Management Act and
the regulations made under the Act, and that the budget and supporting documents are consistent

with the integrated Deve!opmént Plan of the municipality.

kel

Kosie Haarhoff

Beaufort West Local Municipality (WC053)

DS .0 s

Date
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Increases in Tariffs for Rates, Service Charges and Other Sundry Tariffs




Annexure A — Increases in Tariffs for Rates, Service Charges
and Other Sundry Tariffs

1. Tariffs for Rates with effect from 1 July 2018:

1.1 the tariffs for property rates — 6.25% increase,

Beaufort West, Merweville, Neispoort and Murraysburg

Agricultural R0.003400 minus 65% Additional Discount
Business R0.023800 |
Industrial R0.023800

National Monuments R0.0238C0 minus 10% Additional Discount
Public Service Infrastructure ’ R0.0017G0

Residential R0O.017000

State Owned R0.023800

Rebates in respect of residential properties will be granted in accordance with the municipality's
rates policy.

Having taken into account the limited rate funded services supplied to agricultural properties in
general, the contribution of agriculture to the local economy, the extent to which agriculture
assists in meeting the service delivery and development obligations of the municipality and the
contribution of agriculture to the social and economic welfare of farm workers, the municipality

grant rebates to the effect that the netto rate payable on agricultural properties will amount to
R0.001190.

A rates rebate shall be granted to owners of properties who meet the following criteria:
e The property must be occupied by the owner;
» The rebate will be available to one property only in cases where more than one property
is owned by the applicants;

» The owner must be older than 60 years;




» The rebate shall be granted on properties where the municipal valuation is less than

R750,000.

The rebate referred to in the previous paragraph shall be dependent on the monthly household

income as follows:

Less than R 1,500 per month - 30%
R 1,501 to R 2,000 -20%
R 2,001 to R 7,500 - 10%

The first R19,000 of all residential properties shall not be subject to rates.

2. Tariffs and other sundry tariffs increases from 1 July 2018:

2.1 the tariffs for electricity — 6.84%; The National Electricity Regulator (NERSA) has
approved an increase in the bulk tariff from Eskom of 7.32%.

2.2 the tariffs for water — 7%;

2.3 the tariffs for sanitation — 7%;

2.4 the tariffs for refuse removal — 7%;

2.5 Other sundry tariffs — 5%, excluding cemeteries;

2.6 Drought Tariffs.




DROOGTE TARIEWE

Item No
4. WATERBEPERKINGS : 2018/2019 TARIEWE
Die inwerkingstelling van die verskillende fases is soos volg:-

Gamkadam viak 60% Fasel
40% Fase 2
20% Fase3
5% Fase 4

Die tariewe sal soos volg wees:-

» FASE 1 -GAMKADAM WATERVLAK 60%
» Kredietmeters

A = Voorgestelde normale tarief 1 vir 2018/19
B = Voorgestelde tarief 2 vir 2018/19

Tarief 1 0-6kl @
Tarief 2 7-15kl @
Tarief 3 16 —25 ki @
Tarief 4 26 =50kl @
Tarief 5 50 kl++ @
Besighede: Tarief 3: Voorgestelde tarief 3 vir 2018/19
» Vooruitbetaalmeters
A = Voorgestelde normale tarief 1 vir 2018/19
B = Voorgestelde tarief 2 vir 2018/19
Tarief 1 0-6kl @
Tarief 2 7—15kl @
Tarief 3 16 kl+++ @

72

1.5B
208
2.85B

1.5B1



W. {vervolg)

ttem No

» FASE 2 - GAMKADAM WATERVLAK 40%
» Kredietmeters

A = Voorgestelde normale tarief 1 vir 2018/2019
B = Voorgestelde tarief 2 vir 2018/2019

Tarief 1 0—-6kl
Tarief 2 7—10kl
Tarief 3 11— 15Kkl
Tarief 4 16 -20kl
Tarief 5 21-30Kkl
Tarief 6 31 kl+++

Besighede: Tarief 3:- 1.5 B

> Vooruitbetaalmeters

Tarief 1 0-6Kki
Tarief 2 7-10kl
Tarief 3 11-15kl
Tarief 4 16 kl+++

» FASE 3 - GAMKADAM WATERVLAK 20%
> Kredietmeters

A = voorgestelde normale tarief 1 vir 2018/19
B = voorgestelde tarief 2 vir 2018/19

Tarief 1 0-6kl
Tarief 2 7—-10Kkl
Tarief 3 11-15Kk!
Tarief 4 16 —20kl
Tarief 5 2130kl Kkl
Tarief 6 31kl+++

73

R ®® EEBE®®®

HODIDM

158
208
2.85B
3.50B

Al
Bl
1.5A1
2.0B1

208
308B
3.50B

4508 -



W. {vervolg)

[tem No
Besighede: Tarief 3: 2.0 B

E ¥ Vooruitbetaalmeters

Tarief 1 06kl @ Al
Tarief 2 7-10kl @ B1
Tarief 3 11-15kl @) 1.5B1
Tarief 4 16 kl+++ @ 2.0B1

Indien ‘n verbruiker 15 kl te bowe gaan word 'n toeslag van 100% op die water rekening
gehef.

> FASE 4 - GAMKADAM WATERVLAK 5%

Tariewe bly dieselfde as in Fase 3, maar indien ‘n verbuiker 10 ki te bowe gaan ‘n toeslag
van 200% op die verbuik van die water rekening gehef.
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MFMA Circular No 89

Introduction

The purpose of the annual budget circular is to guide municipalities with their compilation of
the 2018/19 Medium Term Revenue and Expenditure Framework (MTREF). This circular is
linked to the Municipal Budget and Reporting Regulations (MBRR); and strives to support
municipalities’ budget preparation processes so that the minimum requirements of the MBRR
are achieved.

In 2010 National Treasury introduced the local government budget and financial reform
agenda and since then several projects to further this agenda have been introduced. The
recent implementation of the municipal Standard Chart of Accounts (mSCOA) and the
accompanying “game- changers” signals a smarter way forward to sirengthening local
government finances.

Among the objectives of this budget circular is to demonstrate how municipalities should
undertake annual budget preparation in accordance with the budget and financial reform
agenda and associated “game changers’.

Municipalities are reminded to refer to the annual budget circulars of the previous years for
guidance on budget preparation that is not covered in this circular.

1. The South African economy and inflation targets

In the 2017 Medium Term Budget Policy Statement the Minister of Finance stated that,
improving the country’s economic growth in the pericd ahead remains the biggest challenge.
This undoubtedly echoes the sentiments expressed in the previous year's annual budget
circular, that the South African economic outlook is bieak.

The National Treasury’s macroeconomic projections show that per capita income will continue
to stagnate unless appropriate financial decisions are taken. This implies that a new course of
action is required to break the cycle of weak growth, escalating government debt, increasing
unemployment and declining investment and business confidence.

It is important to note that the 2017 projected Gross Domestic Product (GDP) growth forecast
of 1.3 per cent in the 2017/18 budget was revised down to 0.7 per cent. The rate of recovery

will be slow and at this time, it is anticipated that growth of 1.9 per cent may be reached by
2020.

Notably, the anticipated economic improvements, employment opportunities and business
recovery have not materialised hence the economy remains unstable. The impact of the
decline in mining growth and the struggle in the agriculture sector because of the persistent
drought influence the low economic growth.

The mining outlook remains subdued due to continued domestic policy uncertainty and rising
production costs. Fixed-capital stock in manufacturing has declined every year since 2009,
indicating a gradual erosion of capacity. Formal non-agricultural employment declined by 0.2
per cent in the first half of 2017 compared to the same period last year. Employment
prospects in manufacturing remain constrained. Similarly, employment growth in the trade
sector is likely to remain under pressure given low consumer confidence and weak credit
growth.

In summary, the country’s tax collection targets have not been met and this means that the
fiscus has less funds available to allocate across the various spheres of government.
Unfortunately, a similar decline cannot be measured in expenditure and this means that
deficits are growing.

Municipal Budget Circular far the 2018/19 MTREF Page 2 of 17
08 December 2017



MFMA Circular No 89

The following macro-economic forecasts must be considered When preparing the 2018/19
MTREF municipal budgets. '

Table 1: Macroeconomic performance and projections, 2016 - 2020

Fiscal year 2016117 201718 201819 201920 2020/21
_ Actual Estimate Forecast
CP1 Inflation 6.3% 5.4% 5.2% 5.5% 5.5%

Source: Medium Term Budget Policy Statement 2017.

Note: the fiscal year referred to is the national fiscal year (Aprii to March) which is more closely afigned fo the municipal fiscal year
(July to June) than the calendar year inflation.

2. Key focus areas for the 2018/19 budget process

2.1 Local government conditional grants and additional allocations

The proposed division of revenue continues to prioritiée funding services for poor
communities. Allocations to local government subsidise the delivery of free basic services to
low-income households, and the infrastructure needed to deliver those services.

The 2017 Medium Term Budget Policy Statement (MTBPS) indicates transfers to local
government for the 2018 MTREF are R397 billion, of which 62.2 per cent comprise
unconditional allocations while the remainder is conditional grant funding. The allocations for
local government over the medium term represent 9.2 per cent of non-interest expenditure and
an increase of 8.3 per cent.

The equitable share and the allocation of the general fuel levy to focal government constitute
unconditional funding. Municipalities are reminded that this funding allocation is formula
driven and designed to fund the provision of free basic services to disadvantaged
communities. Conditional grant funding must be utilised for the intended purpose within the
timeframes, as specified in the annual Division of Revenue Bill. Monies not spent must be
returned to the fiscus and requests for roll-overs will only be considered in extenuating
circumstances.

The annual Division of Revenue Bill will be published in February 2018 after the Minister of
Finance’s budget speech. The grant allocations will be specified in this Bill and municipalities
must reconcile their budgets to the numbers published herein.

Changes to local government allocations

. The Equitable Share formula takes into account the rising bulk costs of electricity and
water, as well as household growth. This is confirmed by the additional R1.5 billion in
2019/20 that was part of the 2017 budget for the local government equitable share.

. In line with government's Integrated Urban Development Framework (IUDF), a new
approach to funding intermediate cities will be piloted as part of the murnicipal
infrastructure grant in 2018/19. 1t will emphasise a programme of capital investment that
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combines grant and non-grant funding. This approach may take the form of a separate
grant for qualifying cities over the medium term, with strong performance incentives.

. The allocation mechanism of the public transport network grant, which funds the
improvement of urban public transport systems, will be amended. The changes will
provide more stability in allocations for smaller cities. Performance incentives will be
introduced and stricter conditions applied. Where cities fail to demonstrate that they
have financially sustainable plans for public transport networks, allocations will be cut.
Performance incentives will also be considered for other conditional grants, including for
improved spending on infrastructure maintenance.

. The National Treasury and the Department of Human Settlements will review spending
on urban informal settlement upgrading, with a view to changing the grant system to
enable increased investment in in-situ upgrading. This work will be aligned to the review
of the provincial human settlements development grant.

The Presidency announced in a press statement on 27 November 2017 that, “President Jacob
Zuma has directed the Minister of Finance, Mr Malusi Gigaba, assisted by the Presidential
Fiscal Committee, to identify concrete measures to urgently address the challenges identified
in the Medium Term Budget Policy Statement.” These measures shouid focus on four areas,
one of which is, “To identify and finalise proposals for cuts in expenditure amounting to about
R25 bilion. Such proposed cuts should not be in areas that will negatively affect economic
growth prospects and job creation.” National Treasury is currently working to implement this
directive from the President. If the proposed cuts in expenditure are adopted by Cabinet, they
could result in substantial changes to the division of revenue that was tabled in the 2017
MTBPS. Municipafities should be aware in their planning that these changes could include
substantial reductions to grants to local government. The details of any cuts to expenditure
will be announced when the 2018 Budget is tabled on 21 February 2018.

Reforms to local government fiscal framework

Reforms over the medium term will enhance the ability of municipalities to raise revenue to
invest in their own development.

Gavernment will:

. Table amendments to the Municipal Fiscal Powers and Functions Act (2007) to better
regulate the levying of municipal development charges; and

. Update the policy framework for municipal borrowing and financial emergencies. The
purpose is to establish a system which does not only guarantee stability and certainty in
local government finances, but also seeks to implicitly create incentives and attract more
players in the municipal debt market space, i.e. insurers, pension funds, fund managers
and DFis.

Municipal revenue-raising capacities vary widely. The National Treasury will consider
applications to waive co-funding requirements for infrastructure projects in municipalities with
litle or no ability to raise finance for such projects. Reprioritisations within the regional bulk
infrastructure grant, water services infrastructure grant and municipal infrastructure grant will
be made to fund the Bucket Eradication Programme.
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2.2 Municipal Standard Chart of Accounts (mSCOA)‘I

The implementation of mSCOA Regulations from 01 July 2017 revealed some of the
challenges with version 6.1 of the chart that must be addressed. As a result of this, the chart
was updated and version 6.2 is released with this circular (see Annexure A). Version 6.2 of
the chart will be effective from 2018/19 and must be used to compile the 2018/19 MTREF. In
addition, there were classification differences between the original budgets that were adopted
by municipal council and the data strings that were submitted to National Treasury.
Furthermore, the budget related policies were not updated to align to mSCOA (e.g. Virement
policy).

faEféiz ce

Amendments of mSCOA implementation errors during the adjustments budget

During the budget verification process it was evident that municipalities had challenges
aligning the mSCOA original budget data string to the original budget adopted by municipal
council. The challenges differed per municipality and include differences on classification.
Most municipalities were granted permission to correct the alignment during the 2017/18
adjustments budget process. The adjusted budget data strings should align to Schedule B
adopted by municipal council. National and Provincial treasuries will undertake the verification
process on the adjusted budgets in relation to the data strings. Therefore, municipalities are
advised to submit the draft data strings and B-schedules in advance for testing purposes to
ensure that aligned documents are adopted by municipal council by 28 February 2018.

The impact of mSCOA on the virement policy

MFMA Circular No. 51 highlighted the principles that must be incorporated into municipal
virement policies. It also emphasised that the policy must indicate how the virement process
must be managed within the municipality to enabie the tracking and reporting of funding shifts.

The principles are still applicable and relevant. The only difference is that a transaction in
mSCOA relates to six regulated segments, therefore all segments must be considered when
making a virement. Municipalities are urged to review the policy and update reference to
“Vote” to align to the function segment and indicate the funding applicable to the item being
transferred in relation to the funding segment. Therefore, with the implementation of mSCOA,
virements can only take place within a function or sub-function and the same source of
funding. The creation of new projects or savings across functions can only take place through
an adjustment budget. The policy must clearly articulate that virements should not be allowed
from the repairs and maintenance project in the project segment.

Clarification of core and non-core functions

There are municipalities that experienced challenges with the implementation of the function
segment due to the interpretation of what is core and non-core. Core functions provides for
the matters in terms of section 156 (1) of the Constitution. These are functions performed by
local government and constitutionally assigned to local government in terms of Part B of
Schedule 4 and Part B of Schedule 5. Non-core function refers to the functions performed by

! The Minister of Finance promulgated the Municipal Regulations on a Standard Chart of Accounis in
government gazette Notice No. 37577 on 22 April 2014.
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local government that are constitutionally assigned to provincial government in terms of
section 156(4) of the Constitution. Local Government are compensated for delivering these
functions on behalf of provincial government and typically receive a management fee from the
provincial department.

For example, with the water function, if a municipality is an approved Water Service Authority
(WSA), the provision of water will be a core function of that municipality. However, where a
municipality is providing the service on an agency basis and is not an approved WSA, this will
be a non-core function.

2018/19 mSCOA Audit process

When the mSCOA Regulation was promulgated in 2014, it provided for a three-year
preparation and readiness window. All municipalities had to be compliant with the mSCOA
classification framework by 1 July 2017. In order to ensure that municipalities meet the
compliance deadfine, National Treasury provided fechnical guidance on the processes
required through MFMA Circulars No. 57, 80, 85 and mSCOA Circulars 1, 2, 3, 4, 5, and 8.
Furthermore, a transversal tender (RT25-2016) was issued to reduce the time spent by
municipalities on onerous tender processes and price negotiations when changing its cuirent
financial system to comply with mSCOA. These circulars read together with the mSCOA
regulations should be the first point of departure when municipalities prepare their mSCOA
audit files and the following key documents should typicaily be included in the audit files:

. Governance: Council resolutions pertaining to mSCOA implementation, including the
resolutions to establishment a mSCOA steering committee and project implementation
team: all documents of the Project Steering Committee and Project Implementation
Committee such as agendas, attendance registers, signed minutes of all meetings,

. correspondence with National and Provincial Treasuries and the mSCOA project plan
and reports/evidence of monitoring thereof;

. Change management and training: Records as evidence that change management were
implemented and that all officials were trained on MSCOA and the use of the mSCOA
enabling financial system;

. Procurement of Systems: Evidence that the processes set out in Annexure B of mSCOA
Circular No. 6 was followed, including conducting an ITC due diligence process,
obtaining a recommendation from the mSCOA project steering committee and the views
of the National/Provincial Treasury and correspondence with the Office of the
Procurement Officer (OCPQ) of National Treasury where the transversal tender RT25-
2016 was used; and

. Data migration/conversion: As part of the audit process, the Auditor-General will review
the conversion/migration/cleansing processes used by the municipality to assess the
completeness, accuracy and validity of data.

Municipalities are advised to use their internal audit function to ensure that the correct process
was followed. Internal audit must ensure that the municipality has complied with the
requirements of mSCOA and the reports of internal audit must be tabled at audit commitiee
and at municipal council for their consideration.

2.3 Reporting indicators

The National Treasury has finalised the process of rationalising the built environment reporting
for the eight metropolitan municipalities with an aim to reduce the reporting burden, which
included the development of a set of indicators that will enable government to monitor
progress on the integrated and functional outcomes.
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There has been some confusion as to the level that indicators in the Service Delivery Budget
Implementation Plan (SDBIP) occupy, particularly in relation to quarterly projections of service
delivery targets and performance indicators for each vote (as per MFMA Circular No. 13).

Municipalities are urged to refer to MFMA Circular No.88 on rationalisation of planning and
reporting requirements for the 2018/19 MTREF issued on 30 November 2017. The circular
contains municipal performance indicators for metropolitan municipalities.  In providing
guidance, conceptual clarity and alignment between the Integrated Development Plan (IDP),
Built Environment Performance Plan (BEPP), SDBIP and the performance part of the Annual
Report, the MFMA Circular has conceptual application of benefit to all municipalities.

The performance indicators will be applicable to metropolitan municipalities from the 2018/19
financial year, and incrementally introduced to other categories of municipalities from 2019/20
onwards, although earlier compliance is encouraged.

2.4 Borrowing for capital infrastructure

in terms of Section 46 of the MFMA, a municipality may incur long-term debt only for the
purpose of current or future capital expenditure on property, plant or equipment, and in
specified circumstances for refinancing existing long-term debt. A municipality cannot borrow

to replenish capital, nor can borrowing be atfributed to previous years’ investment projects.

It has come to National Treasury's attention that some municipalities budget for long-term

borrowing in a specific financial year to finance capital projects; however, the expenditure is

financed from internally generated funds and not with the planned/ budgeted long-term

borrowing as was approved by council. The municipalities will then obtain the long-term debt .
in future years to refinance the internally generated funds which were used fo finance the

capital projects in the previous financial years. This practice is not supported as it is not

consistent with section 15 of the MFMA that provides that a municipality can only incur

expenditure in terms of an approved budget and within the amounts appropriated for the

different votes. The incurring of the expenditure against a different source of finance than

what was approved will be regarded as unauthorised expenditure.

3. The revenue budget

Similar to the rest of government, municipalities face a difficult fiscal environment. Even as
demand for services rises, weak economic growth has put stress on consumers’ ability to pay
for services, while transfers from national government are growing more slowly than in the
past. Some municipalities have managed these challenges well, but others have fallen into
financial distress and face liquidity problems. These include municipalities that are unable to
meet their payment obligations to Eskom, water boards and other creditors. There is a need
for municipalities to focus on collecting revenues owed to them, and eliminate wasteful and
non-core spending. Municipal budgets will be scrutinised to ensure that municipalities
adequately provide to service their debt obligations. Municipalities must ensure that
expenditure is limited to the maximum revenue coliected and not spend on money that they do
not have.

Municipalities are reminded that, the local government equitable share allocation is mainly to
fund the costs of free basic services and to subsidise the administrative costs of the smaller
and more rural municipalities. The increasing unemployment and growth in the number of
persons per household means that the revenue foregone in respect of free basic services will
likely increase and it will become even more difficult to collect revenue. The household budget
will be under pressure and trade-offs will be applied as it may be unaffordabie to pay all
household expenses with regularity.
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National Treasury encourages municipalities to maintain tariff increases at levels that reflect
an appropriate balance between the affordability to poorer households and other customers
while ensuring the financial sustainability of the municipality. The Consumer Price Index (CPI)
inflation is forecasted to be within the upper limit of the 3 to 6 per cent target band; therefore
municipalities are required to justify all increases in excess of the projected inflation
target for 2018/19 in their budget narratives, and pay careful attention to the differential
incidence of tariff increases across all consumer groups. In addition municipalities should
include a detail of their revenue growth assumptions for the different service charges in'the
budget narrative.

3.1 Maximising the revenue generation of the municipal revenue bhase

The implementation of mSCOA requires systems integration of several sub-systems such as
that which contains the municipal valuation roll. Among the internal controls, the system must
have the capability to compare the valuation roll data to that of the billing system; the list of
exceptions derived from this reconciliation provides an indication of where the municipality
may be compromising its revenue generation in respect of property rates. Municipalities must
reconcile valuation roll data, billing system and the deeds office. This may become a formal
disclosure item in the near future.

Municipal own revenue sources are shrinking due to widespread drought and households
opting for alternative sources of energy. This means that more effort is required to maximise
revenue derived from property rates.

3.2 Eskom bulk tariff increases

2017/18 was the last year of the third Multi-Year Price Determination (MYPD) for Eskom’s
tariffs approved by the National Energy Regulator of South Africa (NERSA). Eskom has
applied for a one year average tariff increase of 19.9 per cent for 2018/19. For municipalities,
the different timing of the municipal financial year means that the increase Eskom has applied
for would mean a 27.29 per cent average tariff increase in the 2018/19 municipal financial
year. The National Energy Regulator of South Africa recently concluded a process of public
hearings on this application, but has yet to publish a decision on the application.
Municipalities can monitor www.nersa.org.za for news on the outcome of this process.

Municipalities should note that the average electricity tariff increase for municipalities in the
2017/18 municipal financial year was only 0.31 per cent. MFMA Circular No. 86 noted that by
the time that tariff announcement was made, the local government equitable share allocations
for 2017/18 had already been calculated with a higher electricity tariff increase. That circular
said that “municipalities will have to budget to retain any surplus funds from the higher free
basic services subsidy paid [through the local government equitable share] in 2017/18 in order
to offset the cost of providing free basic electricity in 2018/19.”

Municipalities are also urged to examine the cost structure of providing electricity services and
to apply to NERSA for electricity tariff increases that reflect the total cost of providing the
service so that they work towards achieving fully cost-reflective tariffs that will help them
achieve financial sustainability. Municipalities in arrears with Eskom should ensure that their
payment arrangements are effected in their 2018/19 MTREF budget.

3.3 Water tariff increases

The prevailing drought makes it difficult for some municipalities to improve revenue generation
from this service. It is now more important to improve demand management, infrastructure
maintenance, loss management, meter reading and tariff setting in respect of water services.

Municipalities must ensure that the tariffs charged are able to cover for the cost of bulk
purchases, ongoing operations as well as provision for future infrastructure. There are
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municipalities that are struggling to pay water boards due to a number of issues, one of which
is poor financial sustainability and cost recovery. All municipalities in arrears with bulk
suppliers must ensure that their payment arrangements are effected in their 2018/19 MTREF
budget.

Accounting officers should take note that failure to undertake proper due diligence in terms of
the affordability of payment arrangements and making the necessary provision in the
municipality’s budget will be considered as an act of financial misconduct and the necessary
action in terms of chapter 15 of the MFMA read with the Municipal Reguiations on Financial
Misconduct Procedures and Criminal Proceedings will have to be taken.

Municipalities that may have benefited from having introduced penalty tariffs for non-compliant
consumers will have to adjust their budgets accordingly. .

3.4 Water Conservation and Water Demand Management (WCWDM)

Water Conservation and Water Demand Management has been identified as a key
intervention to balance available municipal supply against projected future needs. In this
regard municipalities must actively implement WCWDM. Ongoing accurate monitoring and
reporting of municipal Non-Revenue Water (NRW) and water loss performance against set
targets and baselines is critical. The reporting must take place via the International Water
Association (IWA) water balance methodoiogy. No new funding towards future water
infrastructure projects will be considered unless municipalities can provide actual consumption
figures and prove that their water losses are under control. Municipalities should increase
their efforts to reduce NRW and the negative impact it has on their ability to generate their own
income and run a viable water business.

4. Funding choices and management issues

The Circular clearly outlines that, as a result of the economic landscape and weak tariff
setting, municipalities are under pressure to generate revenue. The ability of customers to
pay for services is declining and this means that less revenue will be collected. Therefore,
municipalities must consider the following when compiling their 2018/19 MTREF budgets:

) improving the effectiveness of revenue management processes and procedures;

) paying special attention to cost containment measures by, amongst other things,
controlling unnecessary spending on nice-to-have items and non-essential activities as
was highlighted in MFMA Circular No. 82;

) ensuring value for money through the procurement process;
. the affordability of providing free basic services to all households; and

) curbing consumption of water and electricity by the indigents to ensure that they do not
exceed their allocation.

Accounting officers are reminded of their responsibility in terms of section 62(1)(a) of the
MFMA to use the resources of the municipality effectively, efficiently and economically.
Failure to do this will result in the accounting officer committing an act of financial misconduct
which will trigger the application of chapter 15 of the MFMA read with the Municipal
Regulations on Financial Misconduct Procedures and Criminal Proceedings.

41 Employee related costs

The Salary and Wage Collective Agreement for the period 01 July 2015 to 31 June 2018 has
come to an end. The process is under consuitation; therefore, in the absence of other
information from the South African Local Government Bargaining Council communication will
be provided at a later siage.
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4.2 Remuneration of councilors

Municipalities are advised to budget for the actual costs approved in accordance with the
Government Gazette on the Remuneration of Public Office Bearers Act: Determination of
Upper Limits of Salaries, Allowances and Benefits of different members of municipal councils
published annually between December and January by the Department of Cooperative
Governance. Any overpayment to councilors contrary to the upper limits as published by the
Minister of Cooperative Governance and Traditional Affairs will be irregular expenditure in
terms of section 167 of the MFMA and must be recovered from the councilor(s) concerned.

5. Conditional Grant Transfers to Municipalities

51 Non-compliance of in year monitoring

In térms of Section 74(1) of the Municipal Finance Management Act (No 56. of 2003) (MFMA),
municipalities must submit to the National and Provincial treasuries documents and monthly
grant return forms as may be prescribed or required. Furthermore, section 12(2) of the
Division of Revenue Act (Act No. 3 of 2017) (DoRA) states that the municipality, as part of the
report required in terms of section 71 of the MFMA, report on the matters referred to in
subsection (4) and submit a copy of that report to the relevant provincial treasury, the National
Treasury and the relevant Transferring Officer.

There are municipalities that have not been complying with the reporting requirements as
stipulated above. Municipalities are reminded that non-submission of monthly reports
translates fo non-compliance with the MFMA and DoRA. The MNational Treasury and
Transferring Officer will be implementing stringent measures to municipalities that do not
comply with the prescripts. This includes, but is, not limited to the stopping and reallocation of
conditional grants funding away from municipalities that are non-compliant. Municipalities are
encouraged to comply with the reporting requirements in order to avoid withholding or
stopping of an allocation.

6. The Municipal Budget and Reporting Regulations

6.1 Tabling of funded budgets

The importance of tabiing funded budgets is highlighted in MFMA Circular No. 74. This is one
of the game changers in local government to ensure financial sustainability. As an initiative to
support municipalities in this regard, the National and Provincial treasuries are assessing
tabled budgets and assisting municipalities in effecting the required changes to ensure that
they adopt funded budgets. However, some municipalities have challenges in correcting the
budgets to ensure that they are funded in one financial year due to financial challenges. As a
result, such municipalities must, together with their 2018/18 MTREF budget, table a plan in a
municipal council on how and by when the budget will improve from an unfunded to a funded
position. The National and Provincial treasuries will assess the budget together with the plans
and support the municipality accordingly.

6.2 Budgeting for collections from arrear debtors

Most municipalities do not split collections between current and arrear debtors when reporting
on table A7, this results in the collection rate being overstated. Municipalities are required to
only disclose receipts from current accounts under cash flow from operating activities and the
receipts from arrear accounts should be disclosed under cash flow from investing activities
(Decrease in non-current debtors).
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8.3 VAT implications (Budgeting on capital {A§) vs reporting}

MEMA Circular No. 58 indicated that municipalities must disclose total capital conditional grant
allocations reflected in the DoRA under ‘transfers and grants — capital’ on Tables A2, A3, A4
and A5. However, there are municipalities that are experiencing challenges when reporting
capital expenditure performance against the budget. The expenditure at year end appears {o
be understated when compared to the budget.

In terms of paragraph 4.5 of the VAT 419 Value-Added Tax — Guide for Municipalities, section
8(5A) was introduced to create a deemed supply where a person receives a grant from a
public authority, constitutional institution or municipality. 1n light of the above it is clear that
transfers to municipalities are deemed to be a zero-rated supply which includes VAT at 0 per
cent. Grants are therefore VAT inclusive as per MFMA Circular No. 58 but at O per cent.
Therefore, municipalities must budget for VAT at 0 per cent and not 14 per cent on
tables A4 and A5. The approach also applies to the adjustments budget process (tables B4
and B5).

The fact that grants are a zero-rated supply enables municipalities to claim the input VAT on
expenditure incurred. In line with MFMA Circular No. 58 a municipality must report the VAT
inclusive expenditure against all conditional grants for purposes of DoRA, failing which the
reclaimed input VAT will reflect as ‘unspent’ and revert to the National Revenue Fund (NRF).
In practice the amount of expenditure (VAT exclusive) in the grant register will be expensed/
capitalised and the VAT portion reflected in the grant register may be utilised by the
municipality as own revenue in terms of MFMA Circular No. 58. This aiso removes any doubt
about the misalignment of Tables SA18, SA19, SA20, A4 and A5 due to VAT.

6.4 Budgeting for projections on tables SA25 to SA30

Over the years municipalities in general have not adequately completed the supporting tables
SA25 to SA30, where projections were equally divided over twelve months. In addition, the
quarterly projections reported on the C schedules differ with the projections that were set in
the adopted budgets. This has defeated the purpose of monthly projections which seeks to
improve cash flow and performance management. The implementation of mS8COA requires
municipalities to undertake monthly projections, which must align to the supporting tables of
the A schedule. Municipalities must reflect realistic projections when they adopt the budget
and not to change the projections during in-year reporting.

6.5 Service level standards

A broad guideline was provided on the minimum service standards to be incorporated in the
budget documentation. In addition, MFMA Circular No.74 included a framework that was
developed as an outline to assist municipalities in finalising their service level standards.

Municipalities are advised to update the service level standards to align to the new 1DPs that
were compiled after the 2016 Local Government Elections. As indicated in MFMA Circular
No.74 it is not possible to have the same service level standards across all municipalities.
Therefore, the outline must be used as a guideline and be amended accordingly to align to the
municipality’s specific circumstances.

6.5 Schedule A - version to be used for the 2018/19 MTREF

National Treasury has released Version 6.2 of Schedule A1 (the Excel Formats) which is
aligned to version 6.2 of the mSCOA classification framework which must be used when
compiling the 2018/19 MTREF budget. ALL municipalities MUST use this version for the
preparation of their 2018/19 MTREF budget.
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it is imperative that all municipalities prepare their 2018/19 MTREF budgets in their financial
systems and that the A1 schedule be produced directly from their financial system. All
financial systems must have this functionality to assist and prepare budgets.

Special attention must be given to the supporting schedules in the prescribed A1 schedule.
Where detailed data is lying in a sub-system e.g. human resource data for SA22 to SA24, this
data must be pulled from the sub-system into the applicable supporting sheet.

Download Version 6.2 of Schedule A1 by clicking HERE

6.7 Assistance with the compilation of budgets

If municipalities require advice with the compilation of their respective budgets, specifically the
budget documents or Schedule A1, they should direct their enquiries to their respective

provincial treasuries or to the following National Treasury officials:

Province

Responsible NT
officials

Tel. No.

Email

Eastern Cape

Bernard Mokgabodi
Matjatji Mashoeshoe

012-315 5936
012-315 5553

Bernard. Mokgabodi@treasury.gov.za
Matiatji. Mashoeshoe@ireasury.gov.za

Free State Jordan Maja 012-315 5863 Jordan. Maja@treasury.gov.za
Cethekile Moshane 012-315 5078 Cethekile.moshane@treasury.gov.za
Gauteng Kgomotso Baloyi 012-315 5866 Kaocmotso.Baloyi@treasury.qov.za

Nomxolisi Mawulana

012-315 5460

Nomxolisi.Mawulana@treasury. gov.za

KwaZulu-Natal

Bermard Mokgabodi
Johan Betha

012-315 5936
012-315 5171

Bernard.Mokgabodi@treasury.gov.za
Johan.Botha@treasury.dov.za

Limpopo

Una Rautenbach
Sifiso Mabaso

012-315 5700
012-315 5952

Una.Rautenbach@treasury.qov.za

Sifiso.Mabaso@treasury.gov.za

Mpumalanga Willern Voigt 012-315 5830 Willem.Voigi@treasury.gov.za
Mandia Gilimani 012-315 5807 Mandla. Gilimani@treasury.gov.za

Northern Cape Jordan Maja 012-315 5863 Jordan. Maja@treasury.gov.za
Anthony Moseki 012-315 5174 Anthony. Moseki@treasury.qov.za

North West

Sadesh Ramjathan
Makgabc Mabotja

012-315 5101
012-315 5156

Sadesh.Ramjathan@treasury.gov.za
Makgabo.Mabotia@treasury.gov.za

Western Cape

Vuyo Mbunge
Kevin Bell
Sibusiso Mahlangu

012-315 5661
(12-315 5725
012-386 6737

Vuyo.Mbunge@itreasury.qov.za
Kevin.Bell@ireasury.qov.za
Sibusiso.Mahlangu@itreasury.gov.za

Technical issues
with Excel
formais

Elsabe Rossouw

012-315 5534

lgdatagueries@treasury.gov.za

National Treasury, together with the provincial treasuries, will undertake a compliance check
and, where municipalities have not provided complete budget information, the municipal
budgets will be returned to the mayors and municipal managers of the affected municipalities
for the necessary cotrections. Municipal managers are reminded that the annual budget must
be accompanied by a quality certificate and council resolution in accordance with the format
specified in item 31 of Schedule A of the Municipal Budget and Reporting Regulations.
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The National Treasury would like to emphasise that where municipalities have not adhered to
the Municipal Budget and Reporting Regulations, they will be required to go back to the
municipal council and table a complete budget document aligned to the requirement of
the Municipal Budget and Reporting Regulations. In addition, where municipalities
have adopted an unfunded budget, they will be required to correct the budget to ensure
it adopt and implement a funded budget. However, where there are challenges the
process indicated in paragraph 6.1 above will be applied.

Municipalities with municipal entities are once again reminded to prepare consolidated

budgets and in-year monitoring reports for both the parent municipality and iis entity or

entities. The following must be compiled:

. An annual budget, adjustments budget and monthly financial reports for the parent
municipality in the relevant formats;

. An annual budget, adjustments budget and monthly financial reports for the entity in the
relevant formats; and

. A consolidated annual budget, adjustments budget and monthly financial reports for the
parent municipality and all its municipal entities in the relevant formats.

7. Budget process and submissions for the 2018/19 MTREF

7.4 Submitting budget documentation and scheduies for 2018/19 MTREF

To facilitate oversight of compliance with the Municipal Budget and Reporting Regulations,
accounting officers are reminded that:

» Section 22(b)(i) of the MFMA requires that, immediately after an annual budget is
tabled in a municipal council, it must be submitted to the National Treasury and the
relevant provincial treasury in both printed and electronic formats. If the annual budget
is tabled to council on 29 March 2018, the final date of submission of the electronic
budget documents and corresponding electronic returns is Tuesday, 03 April 2018.
The deadline for submission of hard copies including council resolution is Friday, 06
April 2018.

o Section 24(3) of the MFMA, read together with regulation 20(1), requires that the
approved annual budget must be submitted to both National Treasury and the relevant
provinciat treasury within ten working days after the council has approved the annual
budget. I the council only approves the annual budget on 30 June 2018, the final date
for such a submission is Friday, 13 July 2018, otherwise an earlier date applies.

The municipal manager must submit:

. the budget documentation as set out in Schedule A (version 6.2) of the Municipal Budget
and Reporting Regulations, including the main Tables (A1 - A10) and ALL the supporting
tables (SA1 ~ SA38) in both printed and electronic formats;

. the draft service delivery and budget implementation plan in both printed and electronic

format;
. the draft integrated development plan;
. the council resolution;

. signed Quality Certificate as prescribed in the Municipal Budget and Reporting
Regulations; and
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. schedules D specific for the entities.

Municipalities are required to send electronic versions of documents and the A1 schedule to
lgdocuments@treasury.gov.za. Any problems experienced in this regard can be addressed
with Elsabe Rossouw at Elsabe.Rossouw@treasury.gov.za. Budget related documents and
schedules may aiso be uploaded using the LG Upload Portal at

hitps://portals treasury.gov.za/sites/L GUploadPortal/SitePages/Home. aspx

Municipaiities are required to send printed submissions of their budget documents and council
resolution to:

For couriered documents For posted documents
Ms Linda Kruger Ms Linda Kruger
National Treasury National Treasury

40 Church Square ~ Private Bag X115
Pretoria, 0002 Pretoria, 0001

In addition to the above-mentioned budget documentation, metropolitan municipalities must
submit the draft Built Environment Performance Plan (BEPP) tabled in council by 31 March
2018 to Yasmin.coovadia@treasury.gov.za. |f the BEPP documents are too large to be sent
via email (exceeds 4MB) please submit to yasmin.coovadia@gmail.com or send to Yasmin
Coovadia via Dropbox; any problems experienced in this regard can be addressed with
Yasmin.Coovadia@treasury.gov.za. Hard copies of the BEPP may be sent to Yasmin
Coovadia, National Treasury, 3™ floor 40 Church Square, Pretoria, 0002 or Private Bag X115,
Pretoria, 0001.

7.2 Budget reform returns to the Local Government Database for publication

Municipalities are required to continue to use the Budget Reform Returns to upload budget
and monthly expenditure to the National Treasury Local Government Database for publication
purposes. All returns are to be sent to lgdatabase@treasury.gov.za. Municipalities must
submit returns for both the draft budget and the final adopted budget as this will assist the
National and provincial treasuries with the annual benchmark process. The current electronic
returns may be downloaded from National Treasury's website at the foliowing link:
http://mfma.treasury.gov.za/Return_Forms/Pages/default. aspx.

The tabled and adopted budget data strings submitted to the Local Government Database
and Reporting system should also be consolidated figures.

7.3 In-year reporting
The impact of mSCOA on in-year reporting

Municipalities must submit the mSCOA compliant data strings to the LG Upload Portal.
National Treasury will continue with parallel reporting using the old format (return forms} and
the mSCOA data strings until it is satisfied that all municipalities are mSCOA compliant and
reporting adequately to support all publications. Therefore, the data submitted using both
reporting methods must recencile.  National and Provincial treasuries together with the
municipalities will conduct monthly verification of the data strings, Schedules C and the return
forms to ensure that corrections are effected. All corrections must be done by 28 February
2018 in line with the amendments to the adjustments.
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Supporting documents to be submitted with Section 71 monthly reports

Municipalities were advised in MFMA Circuiar No. 67 that they must provide the following
additional information and supporting documentation to the National Treasury as part of the
submission of the Section 71 input forms:

. An extract of the trial balances from the general ledger;

. Copies of the actual monthly bank statements (reflecting the opening and closing bank
balances) for the primary bank account;

* Bank reconciliation for the reporting period in the primary bank account; and

. Copies of the quarterly tabled section 71 documents in the prescribed Schedule C format
including the applicable council resolution.

Most municipalities have not followed the guideline; therefore, municipalities are reminded that
this request is still applicable and that the information must be submitted with the monthly
Section 71 reports. The information is meant to assist in improving the quality of the quarterly
published local government performance information.

Monthly reporting of debtors and creditors

National Treasury has observed through in-year monitoring that most municipalities are
overstating debtors as they report on gross debtors instead of net. The format of the monthty
debtors return form (Age Analysis of Debtors) provides for a column to disclose provision for
impairment as per council policy. Therefore municipalities are urged to always reflect the
provision for impairment in the column as indicated above for National Treasury to be able to
reconcile the net debtors.

It was also observed that most municipalities are understating outstanding creditors. There is
a major difference in the amounts reported through in-year reporting and those disclosed in.
he annual financial statements. 1t is assumed that amounts are not disclosed for all sundry
payments and contractual commitments. Municipalities are urged to recongcile creditors on a
monthly basis to increase the quality of reperting and for effective cash flow management.

7.4 Budget verification process

Annually during the budget verification process it is noted that municipalities have challenges
to align the audited years, which results in amendments to the Schedule A. Municipalities
must ensure that the audited figures and adjusted budget figures captured on the Schedule A
aligns to the annual financial statements and Schedule B respectively.

7.5 Publication of budgets on municipal websites

in terms of section 75 of the MFMA, all municipalities are required to publish their tabled
budgets, adopted budgets, annual reports (containing audited annual financial statements)
and other relevant information on the municipality’s website. This will aid in promoting public
accountability and good governance.

All relevant documents mentioned in this circular are available on the National Treasury
website, hitp;//mfma treasury.qgov.za/Pages/Default. aspx. Municipalities are encouraged to
visit it regularly as documents are regularly added / updated on the website.
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JH Hattingh
Chief Director: Local Government Budget Analysis
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Annexure A — Changes to mSCOA version 6.2

No. | Segment Amendment
1 Region Include ward / township breakdown as requested by municipalitles
p Region Retired decommissioned municipalities due to demarcation
3 Region Updated name changes due to demarcation and gazette netifications
g received
4 tem Revenue: Licences or permiis Added item for revenue from Atmospheric Emission Licence Fees
Added breakdown of asset classification to align to the CIDMS ciassification
5 ltem Expenditure: Depreciation and SA34d
5 item Expenditure: Remuneration of Added remuneration of Section 79 chairperson as this needs to be reported
councillors separately
7 ltem Expenditure: Contracted services Added line item for cutsourced printing services
3 item Expenditure: Operational cost: Added line item for liguor licence (eniities)
Licences
9 tem Expenditure Added “Transfer to Accumulated Surplus” account
10 ftem Expenditure i\g:tid Capitalisation” accounts to capitalise materials, plant and vehicle
1 ltem Assets: Investments -Report al institution level and breakdown detail for own purposes.
. . Addec line item for mistakes. made by bank {over/ under banking
item Assets: Current Accounts: Control, A . ) '
12 Clearing and Interface Accounts unidentified deductions from bank acceunt)
43 | jtem: Assets, Liabilities and Net Asseis | Removed all “Closing Balarice” accounts
14 iter Assets and Liabilities Added “Opening Balance” accounts, detail to be carried in the sub-sysiem
15 Function Expanded definition descripiions to guide municipalities on the difference
between core and non-core functions
16 Fund Added breakdown of grants, fransfers and subsidies as requested by
municipalities
17 Fund Aligned Fund, Item Liabilities, ltem Expenditure and [tem Revenue
segmenis
Changed breakdown aliowed fo “Yes” for § items that indicated "breakdown
18 Project required but principle N/A”.
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Introduction

This budget circular is a follow-up to the one issued in December 2017. It guides
municipalities with their preparation of the 2018/19 Medium Term Revenue and Expenditure
Framework (MTREF) and, as with previous annual budget circulars it should be read within
this context. Among the objectives of this Circular, is to support municipalities with giving
effect to National Treasury’s Municipal Budget and Reporting Regulations (MBRR) within the
current economic climate. The key focus of this Circular is the grant allocations per the 2018
Budget Review and the 2018 Division of Revenue Bill.

1. The South African economy and inflation targets

The 2018 Budget Review emphasised that, although global risk factors remain elevated, the
world economy continues to provide a supportive platform for South Africa to expand trade
and investment. The world economic growth is at its highest since 2014 and continues to

gather pace with Gross Domestic Product (GDP) growth increasing across all major
econcmies.

South Africa has experienced a period of protracted economic weakness which diminishes
private investment. This may be attributed to domestic constraints, associated to political
uncertainty, and declining business and consumer confidence. The local economy is
beginning to recover after a short recession in early 2017 however the improvement is
insufficient. Growth has remained stagnant at less than 2 per cent and unemployment
remains high at 26.7 per cent. The prerequisites for increased revenue and expanded service
delivery are more rapid growth, investment and job creation.

The GDP growth rate is forecasted at 1.5 per cent in 2018, 1.8 per cent in 2019 and 2.1 per
cent in 2020. Statistics South Africa’s December 2017 economic statistics showed an
unexpected improvement in the econormic outiook, fargely as a result of growth in agriculture
and mining.

The main risks to the economic outicok are continued policy uncertainty and deterioration in
the finances of state-owned entities. The drought experienced in several provinces poses
significant risks to agriculture and tourism for the period ahead, and this may threaten jobs in
these sectors. The current water crisis in the Western Cape and other provinces will affect
economic growth. While the drought’s impact is uncertain much depends on how long it will
prevail; the extent to which specific catchment areas are affected; and the success of
mitigation measures.

These economic challenges will continue to exert pressure on municipal revenue generation
and collection levels hence a conservative approach is advised for revenue projections.
Municipalities affected by the drought should also consider its impact on revenue generation.
In addition, municipalities will have to improve their efforts to limit non-priority spending and to
implement stringent cost-containment measures.

The following macro-economic forecasts must be considered when preparing the 2018/19
MTREF municipai budgets.

Table 1: Macroeconomic performance and projections, 2017 - 2020

Fiscal year 201718 2018/19 2018/20 2020121
) _ _ Estimate N Forecast -
Consumer Price Inflation (C?l_)__ “ 539 . 53% 5.4% 55%
Real GDP growth 1.0% 1.5% 1.8% 2.1%
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Source; 2018 Budget Review.

Noie: the fiscal vear referred to is the national fiscal year (April to March) which is more closely aligned to the municipal fiscal year
(July to June) than the calendar year inflation.

2. Key focus areas for the 2018/19 budget process

2.1 Local government grants and additional allocations

Since the 2017 Medium Term Budget Policy Statement (MTBPS) reprioritisation and
reductions undertaken have affected planned spending for 2018/19. Local government direct
and indirect transfers absorb 18.8 per cent of the reductions. A total of R13.9 billion has been
cut from direct local government conditional grant allocations for the Medium Term
Expenditure Framework (MTEF) period ahead since the 2017 MTBPS was tabled. Indirect
grants to local government have been reduced by an additional R2.2 hillion.

The reductions did not affect all conditional grants, and not all grants were reduced by the
same percentage. The infrastructure conditional grants, particularly the larger ones, were
mainly affected as this was considered the most practical approach. The overall impact of
reducing this funding affects capital programmes; therefore local governmenft's share of the
reductions is higher than their share of the division of revenue, given that municipalities
receive a number of infrastructure grants. The average reductions over the medium term are
3.5 per cent of local government allocations.

Conditional grant funding targets delivery of national government's service delivery priorities.
It is imperative that municipalities understand and comply with the conditions stipulated in the
Division of Revenue Act (DoRA) in order to access this funding. The equitable share and the
sharing of the general fuel levy constitute additional unconditional funding, of which the
equitable share is designed to fund the provision of free basic services to disadvantaged
communities.

Allocations to the local government equitable share will continue to grow over the next three
years, alongside a significant reduction in conditional grants. The total value of conditional
grants directly transferred to local government increases from R43.3 billion in 2018/19 to
R44 8 billion in 2019/20 and R47.8 billion in 2020/21.

Large municipalities are expected to invest more of their own resources, offsetting some of the
impact of reductions to infrastructure grants, while building partnerships with the private sector
for infrastructure delivery over the period ahead.

The 2018 Budget provides for R382.8 billion to be transferred directly to local government and
a further R21.8 billion allocated to indirect grants for the 2018 MTREF. Direct transfers to
local government over the medium term account for 9 per cent of national government's non-
interest expenditure. Total direct allocations to local government grow at an annual average
rate of 7.5 per cent over the MTEF period. The total spending on local government increases
to 9.5 per cent of national non-interest expenditure when adding indirect fransfers.

Changes to local government allocations

#Municipal Budget Circular for the 2018/19 MTREF Page 3 of 14
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Unconditional granis

An amount of R3.4 billion is added to the local government equitable share over the medium
term to compensate for the rising costs of providing free basic services to the growing number
of indigent households. This covers the likely above-inflation increases in the costs of bulk
water and electricity. This also allows for faster increases in the allocations to poorer and rural
municipalities through the redistributive components of the equitable share formula. This
allocation is in addition to the previous increases and an above inflation growth rate for the
baseline in 2020/21. This means that the local government equitable share grows at an
annual average rate of 10.4 per cent over the MTEF. '

Conditional grants

The most substantial reduction has been applied to the largest grant — the municipal
infrastructure grant. However, the structure of the formula used to allocate this grant reduces
the impact of reductions on smaller municipalities. Project-based grants, such as those in the
electricity and water sectors, have identified projects that will be postponed as a result of the
adjustments. These changes do not affect any water augmentation projects in drought-
affected areas.

Reductions to the publfic transport network grant are much larger in the outer years of the
MTEE. This allows for the Department of Transport and the National Treasury to review the
sustainability of public transport plans and to assess whether some cities should put projects
on hold while they revisit system design.

The 2017 MTBPS announced a new funding mechanism to support recovery plans for
municipalities that face a financial crisis, as provided for in section 139(5) of the Constitution.
A new municipal restructuring grant will be infroduced to help municipalities in financial crisis
to implement reforms to tumn themselves around. The National Treasury will consult with
national departments, provinces and South African Local Government Association (SALGA)
on the design of the grant and its coordination with other capacity-building programmes during
2018. The grant is intended to be a short-term intervention that will fund the turnaround of
struggling municipalities. 1t will help identified municipalities that are in financial distress, but
have demonstrated a commitment o implementing the necessary reforms. If needed, the
intervention powers outlined in section 139 of the Constitution may also be used as part of the
broader approach to turning around these municipalities.

The municipal restructuring grant will be made available within the parameters of the existing
legal framework and will not provide bailouts to municipalities. [t will fund the implementation
of specific outputs in support of a financial recovery plan approved by a municipal council.
The council must demonstrate political buy-in by adopting such a pian, and the municipality
must also commit its own resources to implementing parts of the plan.

Smaller cities face some of the same urban development challenges as major metropolitan
areas. These cities will be eligible for a new integrated urban development grant from
2019/20. Cities will have to meet planning and performance criteria to receive the grant, which
will be funded through a shift of funds from the municipal infrastructure grant. The new grant
will require cities to plan for a programme of infrastructure investment, funded from grants and
own revenues, rather than just standalone projects. This aligns with the policy set out in the
Integrated Urban Development Framework (IUDF) approved by Cabinet in April 2016. This
approach will be piloted in uMhlathuze and Polokwane local municipalities in 2018/19. Eligible
municipalities will be invited to apply for the grant during 2018. The application process is set
out in clause 27(5) of the 2018 Division of Revenue Bill.
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2.2 Drought disaster relief |

Severe drought conditions are affecting large parts of the country, and placing extreme strain
on the supply of water to the nearly 4 million people in the City of Cape Town. Some smaller
towns in the Northern Cape, Eastern Cape and Western Cape, as well as Nelson Mandela
Bay Metro, are also facing severe water shortages. The drought has been classified as a
national disaster by the National Disaster Management Centre. Government is committed to
managing available supply to ensure basic needs are met, while implementing plans to
improve long-term sustainability in a water stressed country.

Government is prepared to provide financial assistance as deemed necessary:

. A provisional allocation of R6 billion has been set aside in 2018/19 for drought relief in
several provinces, to assist the water sector and to augment public investment projects
supported by improved infrastructure planning. Some of these funds may be allocated to
support water augmentation projects in an Adiustments Budget, however, the full costs
of new schemes will eventually have to be recovered from water users through tariffs.

. The Division of Revenue Act alloWs for conditional grant funds to be reallocated for
disaster relief. Such additional funding may be used in 2017/18 for immediate
interventions such as accelerating groundwater development.

. Disaster relief grants for provinces and municipalities are R423.7 miifion in 2017/18 and
RA72.9 million in 2018/19. This may be quickly released to assist in the event of an
emergency.

) If agricuitural employment is seriously destabilised, government can temporarily increase
the intake on the Working for Water Programme. These short-term jobs will provide a
substitute employment option, while helping to improve runoff in catchment areas by
removing alien vegetation.

2.3 Participation in RT15-2016 Vodacom transversal contract- for the supply and
delivery of mobile communication services to the state

When municipalities make an application to the Office of the Chief Procurement Officer
(OCPO) to participate in the RT15-20186 transversal contract's account management service
offering in respect of smart meters, they must comply with the process that will be
communicated in an MFMA Circular that will soon be issued. In terms of the application
process municipalities are expected to provide evidence of adequate operating budget
provision over the MTREF. The Circular will include pre-conditions for eligibility to participate,
such as adequate resourcing and technology platform to fuffil their obligation as envisaged by
the Smart Utility Management Solution; and capability to sustain the implementation effort in
the longer term.

3. The revenue budget

National Treasury encourages municipalities to maintain tariff increases at levels that reflect
an appropriate balance between the affordability to poorer households and other customers
while ensuring the financial sustainability of the municipality. The Consumer Price Index (CP1)
infiation is forecasted to be within the upper limit of the 3 to 6 per cent target band; therefore
municipalities are required to justify all increases in excess of the projected inflation
target for 2018/19 in their budget narratives, and pay careful attention to the differential
incidence of tariff increases across all consumer groups. In addition municipalities should
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include a detail of their revenue growth assumptions for the different service charges in the
budget narrative.

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

3.1 Eskom bulk tariff increases

The National Energy Regulator of South Africa (NERSA) published their “Municipal Tariff
Guideline Increase, Benchmarks and Proposed Timelines for Municipal Tariff Approval
Process for the 2018/19 Financial Year” on 28 February 2018. Municipalities are encouraged
to download the full guideline document (available at www.nersa.org.za) and study it carefully.
The guideline includes an update to the average cost structure used to determine the
municipal tariff increase. It also sets out proposed timeframes for the approval of municipal
tariffs. NERSA invites comments on the guideline to be submitted by 20 March 2018.

The NERSA document proposes a 6.84 per cent guideline increase for municipal electricity
tariffs for 2018/19. This is based on a bulk tariff increase for municipalities of 7.32 per cent.

Municipalities are urged to examine the cost structure of providing electricity services and to
apply to NERSA for electricity tariff increases that reflect the total cost of providing the service
so that they work towards achieving fully cost-reflective tariffs that will help them achieve
financia! sustainability. Municipalities in arrears with Eskom should ensure that their payment
arrangements are effected in their 2018/19 MTREF budget.

It should be noted that the guideline increase for municipal tariffs and the bulk tariff increase
that Eskom will charge municipalities are both lower than the 8 per cent used to calculate the
free basic electricity subsidies provided through the local government equitable share formula.

4. Funding choices and management issues

41 Management issues

Many municipalities continue to face institutional challenges and mismanagement that result in
service delivery failures, bad debt accumulation, limited cash flows and consequent non-
payment of creditors. Eskom and water boards are owed the greater percentage of the total
municipal creditors; and protracted non-payment undermines the financial sustainability of
these state-owned entities.

The non-payment of creditors is a symptom of underlying problems which include, among
others, weaknesses in revenue collection and underinvestment in asset maintenance and
renewal, which compromises the reliability of delivering basic services. There are {00 many
municipalities that fail to adopt credible budgets and this means that even if they adhere to
their budgeted plans, they will not be financially sustainable.

The national and provincial departments collectively owe municipalities and while much of the
historic debt has been verified by the Department of Public Works there are departments that
do not have sufficient funds to settle these debts. The Depariment of Public Works continues
to facilitate the ongoing government debt verification and settlement process.

in order to achieve financial sustainability, municipalities must demonstrate the political will to
implement the changes required to improve their performance. Where municipalities

Municipal Budget Circular for the 2018/19 MTREF Page 6 of 14
07 March 2018




MFMA Circular No 91

consistently fail to deliver their mandates, the Constitution provides for provincial andfor
national government to intervene.

Government will introduce a conditional grant in the outer years of the 2018 MTEF to provide
support to municipalities facing financial crises. This grant funding will only be accessible to
municipalities that have demonstrated the political will to implement reforms necessary to tumn
themselves around. The grant will be designed and consulted during 2018.

4.2 Employee related costs

The Salary and Wage Collective Agreement for the period 01 July 2015 to 31 June 2018 has
come to an end. The process is under consultation; therefore, in the absence of other
information from the South African Local Government Bargaining Council communication wil
be provided at a later stage.

4.3 Remuneration of councilors

Municipalities are advised to budget for the actual costs approved in accordance with the
Government Gazette on the Remuneration of Public Office Bearers Act: Determination of
Upper Limits of Salaries, Allowances and Benefits of different members of municipal councils
published annually between December and January by the Department of Cooperative
Governance. Any overpayment to councilors contrary to the upper limits as published by the
Minister of Cooperative Governance and Traditional Affairs will be irregular expenditure in
terms of section 167 of the MFMA and must be recovered from the councilor(s} concerned.

5. Conditional Grant Transfers to Municipalities

This section provides guidance to municipalities with regard to the preparation for the 2017/13
unspent conditional grant and roll-over process and should be referenced to previcus annual
budget circulars.

5.1 Criteria for the rollover of conditional grant funds

Section 22 of the 2017 Division of Revenue Act (DoRA) requires that any conditional grants
which are not spent at the end of the municipal financial year must revert to the National
Revenue Fund, unless the receiving officer, provincial treasury and transferring national officer
proves to the satisfaction of National Treasury that the unspent allocation is committed to
identifiable projects, in which case the funds may be rolled over.

When applying to retain unspent conditional allocations committed to identifiable projects or
requesting a rollover in terms of section 22(2) of the DoRA, municipalities must include the
following information with their submission to National Treasury:

1. A formal letter, signed by the accounting officer must be addressed to the National
Treasury requesting the roflover of unspent conditional grants in terms of section 22(2)
of the 2017 DoRA;

2. Alist of all the projects that are linked to the unspent conditional grants and a breakdown
of how much was allocated and spent per project;

3. The following evidence indicating that work on each of the projects has commenced, as
applicable to the specific rollover(s):

a) Proof that the project tender was published and the period for tender submissions
closed before 31 March;

b)  Proof that a contractor or service provider was appointed for delivery of the project
before 31 March; or
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8.

9.

¢)  Proof of a project tender, appointment of contractor or service provider for delivery
of service before 30 June in cases where additional funding was allocated during
the course of the final year of the project; and

d) Evidence that all projects linked to an allocation will be fully utilised by 30 June
2019 (attach cash flow projection for the applicable grant).

A progress report (also in percentages) on the status of each project’s implementation
(attach a visible implementation plan);

The value of the committed project funding, and the conditional allocation from the
funding source;

Reasons why the grants were not fully spent during the year of original allocation per the
DoRA:;

Municipalities must not include previous year's unspent conditional grants as a rollover
request. Rollover of rollovers will not be considered,;

An indication of the time-period within which the funds are to be spent if the roll over is
approved; and '

Proof that the Chief Financial Officer and Municipal Manager are permanently appointed.

No roilover requests will be considered for municipalities with vacant or acting Chief
Financial Officers and Municipal Managers for a period exceeding 6 months from the
date of vacancy.

If any of the above information is not provided or the application is received by National
Treasury {Intergovernmental Relations Division) after 31 August 2018, the application
will be declined.

In addition, National Treasury will also consider the following information when assessing
roliover applications; and reserves the right to deciine an application should there be non-
performance by the municipality in any of these areas:

1.

Compliance with the in-year reporting requirements in terms of sections 71 and 72 of the
MFEMA and section 12 of the 2017 DoRA, including the municipal manager and chief
financial officer signing-off on the information sent to National Treasury,

2 Submission of the pre-audited Annual Financial Statements information fo National
Treasury by 31 August 2018;

3. Accurate disclosure of grant performance in the 2017/18 pre-audited Annual Financial
Statements, (i.e. correct disclosure of grant receipts and spending in the notes to the
AFS);

4. The National Treasury wili not consider requests to approve the entire allocation to the
municipality as there should be a minimum spend of 50 per cent of the allocation per
programme;

5 Cash available in the bank {net position including short term investments) as at 30 June
2018 and in line with the cash flow statements to finance the roll-over request;

8. No approval will be granted to municipalities requesting a roli-over of the same grant for
the third consecutive time;

7. Incorporation of the Appropriation Statement;

8. No roll over application project constituted through Regulation 32 of the Municipal Supply
Chain Management Reguiations (Gazette No.27636) will be approved. Projects linked to
additional funding and disasters are exempted;

9 If the full amount that is requested for roll over is not entirely cash backed, such a roll
over will not be approved. National Treasury will not approve portions of roll over
requests; and

10. Evidence that the roll over application is linked to invoices that were issued within the
fast 30 days of the municipal financial year end.
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5.2 Unspent conditional grant funds for 2017/18

The process to ensure the return of unspent conditional grants for the 2017/18 financial year
will be managed in accordance with section 22 of the DoRA. In addition to the previous
MEMA circulars, the following practical arrangements will apply:

Step 1:  Municipalities must submit their June 2018 conditional grant expenditure reports
according to section 71 of the MFMA reflecting all accrued expenditure on
conditional grants and further ensure that expenditure reported to both National
Treasury and national transferring officers reconcile.

Step 2  When preparing the Annual Financial Statements a municipality must determine
the portion of each national conditional grant allocation that remained unspent as at
30 June 2018. These amounts MUST exclude all interest earned on conditional
grants, retentions and VAT related to conditional grant spending that has been
reclaimed from SARS, which must be disclosed separately.

Step 3 If the receiving officer wants to motivate in terms of section 22(2) of the 2017 DoRA
that the unspent funds are committed to identifiable projects, the roll over
application pack must be submitted to National Treasury by 31 August 2018.

National Treasury will not consider any rollover requests that are incomplete or
received after this deadline. '

Step 4: National Treasury will confirm in writing whether or not the municipality may retain
any of the unspent funds as a rollover based on criteria outlined above by 22
October 2018 or whether it will agree to any alternative payment arrangement or
schedules.

Step 5:  National Treasury will communicate the unspent conditional grants amount by 05
November 2018. A municipality must return the remaining unspent conditional
grant funds that are not subject to a specific repayment arrangement to the
National Revenue Fund by 19 November 2018.

Step 6:  Any unspent conditional grant funds that should have, but has not been repaid to
the National Revenue Fund by 19 November 2018, and for which a municipality
has not requested a repayment arrangement, will be offset against the
municipality’s 03 December 2018 equitable share allocation.

All other issues pertaining to Appropriation Statement and reporting on approved roll
overs are addressed in the Annexure to MFMA Circular No. 86.

6. The Municipal Budget and Reporting Regulations

6.1 The impact of VAT increase on tariffs

VAT will increase from 14 per cent to 15 per cent from April 2018. In terms of Section 7(4) of
Value-Added Tax Act (No. 82 of 1991), the VAT increase takes effect on 1 April. 1t is a tax
increase as result of tax legislation that municipalities must implement and not an increase of
tariffs by the municipalities. Therefore Section 28(6) of the Municipal Finance Management
Act, 2003 (No. 56 of 2003) (MFMA), is not applicable in this regard.

Whether the additional amount is recoverable from the customer or not, the supplier must

account for VAT on any supplies made on or after 1 April 2018 at the increased VAT rate.
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6.2 Schedule A - version to be used for the 2018/19 MTREF

National Treasury has released Version 6.2 of Schedule A1 (the Excel Formats) which is
aligned to version 6.2 of the mSCOA classification framework which must be used when
compiling the 2018/19 MTREF budget. ALL municipalities MUST use this version for the
preparation of their 2018/19 MTREF budget.

it is imperative that all municipalities prepare their 2018/19 MTREF budgets in their
mSCOA financial systems and that the A1 schedule be produced directly from their
financial system. All financial systems must have this functionality to assist and
prepare budgets. '

Special attention must be given to the supporting schedules in the prescribed A1 Schedule.
Where detailed data is housed in a sub-system e.g. human resource data for SA22 to SAZ4,
this data must be extracted from the sub-system into the applicable supporting sheet.

The following supporting tables will be included for perusai and sign-off during the verification
process of the 2018 MTREF: SA11, SA12a, SA13a, SA14, SAZ2, SA23, SAZ24, SA25, SA2T7,
- SA36, SA37 and SA3S.

It is therefore important to focus on the additional supporting data as well as the financial data
submitted on A1 to A10 during the verification process undertaken with National Treasury, the
provincial treasuries and all municipalities.

Download Version 6.2 of Schedule A1 by clicking HERE

http /infma

6.3 Assistance with the compilation of budgets

In cases where the municipality requires advice with the compilation of their respective
budgets, specifically the budget documents or Scheduie A1, they should direct their enquiries
to their respective provincial treasuries or to the following National Treasury official:

Province Respounsible NT Tel. No. Email
officials
Eastern Cape Bernard Mokgabodi 012-315 5G36 Bernard Mokgabodi@itreasury.qoy.za
Matjatii Mashoeshoe 012-315 5583 Matjatii. Mashoeshoe@ireasury.gov.za
Free State Jordan Maja 012-315 5663 Jordan Maja@treasury.gov.za
Cethekile Moshane 012-315 5079 Cet_heki!e.moshane@treasurv.qov.za
Gauteng Kgemotso Baloyi 012-315 5866 Kagomotso. Balovi@treasury.gov.za
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Nomxolisi Mawulana

012-315 5460

Nomxoelisi.Mawulana@treasury.gov.za

KwaZulu-Natal Bernard Mckgabodi

Johan Botha

012-315 5936
012-315 5171

Bernard.Mokgabodi@treasury.goyv.za
Johan.Botha@treasury.gov.za

Limpepo Una Rautenbach 012-315 5700 Una.Rautenbach@treasury.gov.za
Sifiso Mabaso 012-315 5952 Sifiso.Mabaso@treasury.gov.za

Mpumalanga Willem Voigt 012-315 5830 Willem_ Voigi@treasury.gov.za
Mandla Gilimani 012-315 5807 Mandla.Gilimani@treasury.qov.za

Northern Cape Jordan Maja £12-315 5863 Jordan Majia@treasury.gov.za

Anthony Mcseki

012-315 5174

Anthony.Moseki@treasury.gov.za

North West Sadesh Ramjathan

Makgabo Mabotja

012-315 5101
012-316 5156

Sadesh.Ramjathan@treagury.gov.za
Makgabo.Mabofia@itreasury.gov.za

Western Cape Vuyo Mbunge 012-315 5661 Vuye. Mbunge@treasury.dov.za
Kevin Bell 012-315 5725 Kevin.Bell@treasury.qov.za

Technical issues Elsabe Rosscuw 012-315 5534 lgdatagueries@treasury.gov.za

with Excel

formais

National Treasury, together with the provincial treasuries, will undertake a compliance check
and, where municipalities have not provided complete budget information, the municipal
budgets will be returned to the mayors and municipal managers of the affected municipalities
for the necessary corrections. Municipal managers are reminded that the annual budget must
be accompanied by a quality certificate and council resolution in accordance with the format
specified in item 31 of Scheduie A of the Municipal Budget and Reporting Reguiations. In
addition to the above compliance check, the mSCOA data strings will be assessed to
determine whether the municipalities are compliant.

The National Treasury herewith emphasises that where municipalities have not adhered to the
Municipal Budget and Reporting Regulations, they will be required to return to the
municipal council and table a complete budget document aligned to the requirement of
the Municipal Budget and Reporting Regulations.

Municipalities with municipal entites are once again reminded to prepare consolidated

budgets and in-year monitoring reports for both the parent municipality and its entity or

entities. The following must be compiled:

. An annual budget, adjustments budget and monthly financial reports for the parent
municipality in the relevant formats;

. An annual budget, adjustments budget and monthly financial reports for the entity in the
relevant formats; and '

. A consolidated annual budget, adjustments budget and monthly financial reports for the
parent municipality and all its municipal entities in the relevant formats.

7. Budget process and submissions for the 2018/19 MTREF

7.1 Budgeting for the audited years on Schedule A (mSCOA)

According to international learning practices, it is appropriate to reclassify histerical information
in accordance with the changes that occur in the Standard Chart of Accounts. Municipalities
must capture the reclassified audit outcomes for 2014/15 to 2016/17 in version 6.2 of the
Schedule A when compiling 2018/19 MTREF budgets.
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7.2 Submitting budget documentation and schedules for 2018/19 MTREF

To facilitate oversight of compliance with the Municipal Budget and Reporting Regulations,
accounting officers are reminded that:

Section 22(b)(i) of the MFMA requires that, immediately after an annual budget is tabled
in the municipal council, it must be submitted to the National Treasury and the relevant
provincial treasury in both printed and electronic formats. If the annual budget is tabled
to council on 29 March 2018, the final date of submission of the electronic budget
documents and corresponding electronic returns is Tuesday, 03 April 2018. The
deadline for submission of hard copies including council resolution is Friday, 06 April
2018.

Section 24(3) of the MFMA, read together with regulation 20(1), requires that the
approved annual budget must be submitted to both National Treasury and the relevant
provincial treasury within ten working days after the council has approved the annual
budget. If the council only approves the annual budget on 30 June 2018, the final date
for such a submission is Friday, 13 July 2018, otherwise an earlier date applies.

The municipal manager must submit:

the budget documentation as set out in Schedule A (version 6.2) of the Municipal Budget
and Reporting Regulations, including the main Tables (A1 - A10) and ALL the supporting
tables (SA1 — SA38) in both printed and electronic formats;

the draft service delivery and budget implementation plan in both printed and electronic
format;

the draft integrated development plan;
the council resolution; '

signed Quality Certificate as prescribed in the Municipal Budget and Reporting
Regulations;

the budget locking certificate; and
schedules D specific for the entities.

Municipalities are required to send electronic versions of documents and the A1 schedule to

lgdocuments@treasury.gov.za. Any problems experienced in this regard can be addressed
with Elsabe Rossouw at Elsabe.Rossouw@treasury.gov.za. Budget related documents and
schedules may also be uploaded using the LG Upload Portal at

_https:/}’portals.treasurv.qov.za/sites/LGUpIoadPortallSitePaqes/Home.aspx

Municipalities are required to send printed submissions of their budget documents and council
resolution to:

For couriered documents

For posted documents

Ms Linda Kruger
National Treasury
40 Church Square
Pretoria, 0002

Ms Linda Kruger
National Treasury
Private Bag X115
Pretoria, 0001

Municipal Budget Circufar for the 2018/19 MTREF
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In addition to the above-mentioned budget documentation, metropolitan municipalities must
submit the draft Built Environment Performance Plan (BEPP) tabled in council by 31 March
2018 to Yasmin.coovadia@treasury.gov.za. If the BEPP documents are oo large to be sent
via email (exceeds 4MB) please submit to vasmin.coovadia@gmail.com or send to Yasmin
Coovadia via Dropbox; any problems experienced in this regard can be addressed with
Yasmin.Coovadia@treasury.gov.za. Hard copies of the BEPP may be sent to Yasmin
Coovadia, National Treasury, 31 floor 40 Church Square, Pretoria, 0002 or Private Bag X115,
Pretoria, 0001.

7.3 Budget reform returns to the Local Government Database for publication

Municipalities are required to continue to use the Budget Reform Returns to upload budget
and monthly expenditure to the National Treasury Local Government Database for publication
purposes. All returns are to be sent to lgdatabase@treasury.gov.za. Although there is some
mis-alignment between the mSCOA classification and the budget return forms, municipalities
must find the best fit to represent their 2018 MTREF budget figures as the publications will
still be based on the budget returns for 2018/19.

Municipalities must submit returns for both the tabled budget and the final adopted budget
as this will assist the National and provincial treasuries with the annual benchmark process.
The current electronic returns may be downloaded from National Treasury’s website at the
following link: http://mfma.treasury.gov.za/Return Forms/Pages/default. aspx.

The tabled and adopted budget data strings submitted to the Local Government Database
and Reporting system should also be consolidated figures.

7.4 Upload of the mSCOA budget dafa strings to the LG upload portal

Municipalities must upload the mSCOA data strings for the tabled (TABB) and adopted
(ORGB) budget to the upload portal. The budget data strings must be accompanied by the
iDP project details data strings (PRTA and PROR). The deadlines for submission of the
MBRR documents are also applicable to the mSCOA data strings. Refer to paragraph 7.2
above.

25 Publication of budgets on municipal websites

In terms of section 75 of the MFMA, all municipalities are required to publish their tabled
budgets, adopted budgets, annual reports (including the audited annual financial statements)
and other relevant information on the municipality’s website. This will aid in promoting
transparency and good governance.

All relevant documents mentioned in this circular are available on the National Treasury
website, hito://mfma.treasury.qov.za/Pages/Default. aspx. Municipalities are encouraged to
visit it regularly as documents are regularly added / updated on the website.
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REPUBLIC OF SOUTH AFRICA

JH Hattingh
Chief Director: Local Government Budget Analysis
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Municipal Budget Circufar for the 2018/19 MTREF Page 14 of 14
07 March 2018




