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1. Mayor’s Speech

To be tabled in the Council meeting scheduled for 31 May 2024.

2. Council Resolution

Approval of the Annual Budget for 2024/25 MTREF
Executive Mayor Cllr KIB Sonyoni 21 May 2024

Purpose

The purpose of this item is to submit the Annual Budget of the Sol Plaatje Local Municipality for the
financial year 2024/25 and indicative allocations for the two projected outer years 2025/26 and
2026/27, including policies and tariffs for approval by Council.

For noting / for decision by

The following options exist in terms of noting / for decision by:

e Council

The item/report has NOT been considered by a portfolio committee.

This item is for recommendation by the Executive Mayor to Council.

Background

In terms of the Section 24 (2) of Municipal Finance Management Act (MFMA) a Council of a
Municipality must approve an annual budget before the start of the financial year. Section 24 (1)
further requires that the Mayor must approve the annual budget at least 30 days before the start of
the financial year. It is in compliance with Section 24 of the MFMA that an annual budget is being
tabled before this Council today.

Whereas the MFMA Section 17, prescribes the format in which the municipal budget must be
presented, National Treasury had published Schedule A tables for the capturing and presentation of
the budget which covers a 7 year period, whereby the first three years are the actual outcomes of
the previous years audited, the current year budget, and year to date actuals as well as the next
three (3) years.

In terms of the Municipal Budget Reporting Regulations as per Government Gazette 32141
(hereinafter referred to as the MBBRR), the table of contents of the annual budget is prescribed, and
as such, the format complies as prescribed in the regulations.

The MBRR Sections 15 and 18 prescribes the manner in which the tabled budget must be publicised,
whilst the MFMA Section 23 makes reference to consultation processes on tabled budgets. Various
meetings were scheduled and conducted. The Draft Budget 2024/2025 has been published on Sol
Plaatje’s website to be viewed by the public. Various informed meetings were held with Councillors
and other stakeholder groups.

National Treasury’s budget benchmark exercise which is the process of reviewing the tabled
budgets, analysed the assumptions and the detailed budget and compared the budget with other
secondary cities took place on the 25 April 2024.

The MBRR further suggests that the budget must be tabled together with the reviewed budget related
policies and the proposed tariffs. All these documents are part of the budget statement as presented
in the annexures or was included in the draft documents.



It is against this background that the Annual Budget for the 2024/25 MTREF is submitted for
approval.

Annexures

Budget Part 1 and 2

Budget Annexures

Section 1: Budget Schedules and supporting tables

Section 2: Tariffs

Section 3: History of Tariffs

Section 4: IDP Overview

Section 5: Service Delivery and Budget Implementation Plan
Section 6: Budget Policies

Section 7: By-Laws

Section 8: MFMA Circulars

Motivation

The MFMA places an obligation on Council to ensure that the budget is approved within the legislated
timeframes. Non-compliance with the MFMA Section 24 will result in the application of the MFMA
Section 26 — Consequences of failure to approve budget before start of the budget year.

The budget has been presented to Council and was discussed and debated in detail. Public
consultation processes as well as the National Treasury’s Budget Benchmark are an indication that
the budget has been well thought through.

Personnel Implications

Personnel implications shall be in accordance with the tabled budget, the current organisational
structure as well as the implementation strategy as will be agreed upon by the Municipal Manager,
and within the budget constraints.

Financial Implications

There are no financial implications other than as per the tabled budget. The tariff increases and
impact of policy reviews are anticipated as a result of adopting this budget.

Legal Authority and Implications

MFMA Section 16 and 24
Municipal Budget and Reporting Regulations
MFMA Circulars

The Annual Budget was discussed with the Executive Mayor, the IDP, Budget and Performance
Committee (extended), the Municipal Manager, the Acting Chief Financial Officer Executive
Directors, as well as the discussions of the Budget Steering Committee Meetings.

The budget was also assessed by National Treasury through the budget benchmark exercise, a
report of which is attached.



Consultation

Executive Mayor — Clir KIB Sonyoni

Municipal Manager — Mr BS Matlala

Acting Chief Financial Officer — Mr K Samolapo
Budget Steering Committee

Executive Management Team

Mayoral Committee

Contact Person

K Samolapo
Acting Chief Financial Officer
Contact number: 053-8306500

The Annual Budget will be tabled by the Executive Mayor, Cllir KJB Sonyoni.

RECOMMENDATION:

1. That Council approves the Annual Budget for the 2024/25 MTREF as presented in terms of
the following annexures highlighted herein.

2. That in terms of section 16 of the Municipal Finance Management Act, 56 of 2003, Council
approves the Annual Budget of the municipality for the financial year 2024/25; and indicative
allocations for the two projected outer years 2025/26 and 2026/27, and the multi-year single
year capital appropriations as set out in the Annual Budget in the following tables:

2.1 Budgeted financial performance by revenue source and expenditure by type as
presented in Table A1 — Summary and Table A4 - Detailed

2.2 Budgeted Financial Performance (revenue and expenditure by Standard
classification) Annexure/Section 1 — Table A2;

2.3 Budgeted Financial Performance (revenue and expenditure by municipal vote)
Annexure/Section 1 - Table A3;

2.4 Multi-year and single year capital appropriations by municipal vote and Standard
classification and associated funding by source. Annexure/Section 1 - Table
Ab.

3. That Council approves the financial position, cash flow, cash-backed reserve/accumulated
surplus, asset management and basic service delivery targets as set out in the following
tables:

3.1 Budgeted Financial Position: Annexure/Section 1 — Table A6;
3.2 Budgeted Cash Flow: Annexure/Section 1 — Table A7;



10.

11.

12.

3.3 Cash backed reserves and accumulated surplus reconciliation:
Annexure/Section 1 — Table AS8;

3.4 Asset Management: Annexure/Section 1 — Table A9; and

3.5 Basic service delivery measurement: Annexure/Section 1 —Table A10.

That Council approves the Budget Supporting tables as presented in Section 1 of the book.

That in terms of sections 74 and 75A of the Local Government: Municipal Systems Act, Act
32 of 2000 as amended, the tariffs for the supply of water, electricity, waste removal services,
sanitation services, property rates and all other tariffs as set out in Annexure 2, are
approved by Council.

That Council approves the final reviewed Integrated Development Plan reflected in
Annexure 4.

That Council notes the final Service Delivery and Budget Implementation Plan for 2024/25
as per Annexure 5.

That in terms of section 24(2)(c)(v) of the Municipal Finance Management Act, 56 of 2003,
the budget-related policies, including proposed amendments as set out in the Budget
Annexure/Section 6 as per the tabled Budget Statement of March 2024 are approved for
the budget year 2024/2025, the effective date of these policies is 1 July 2024, and may be
amended during the year.

That the Basic Services Indigent Packages as set out in Annexure/Section 1 and the
Executive summary, is approved.

That Council takes notes that compliance with m-SCOA regulations is effective from 1 July
2017, currently version 6.7 was adopted and is fully operational and that m-SCOA version
6.8 has been adopted and is fully operational from 1 July 2024.

That council approves the Procurement plans for the financial year.
That Council resolves to authorise the Acting Chief financial Officer to make corrections to

make administrative and technical error corrections identified in the Annual Budget that is
due to m-SCOA reporting requirements.



3. Executive Summary

Introduction

The municipality completed its review of the IDP which covers the period from 1 July 2022 to 30
June 2027 with a successful strategic planning sessions held at Frances Baard District Municipality
on the 1 December 2023. The key strategic objectives of the IDP are now linked to the strategic
priorities and supported by the budget allocations, where funding is available.

These strategic objectives to support vision: “Towards a growing, cleaner city” which forms part
of submission to Council for approval are

a) Improved Service Delivery

b) Good, Clean and Transparent Governance

c) Establishment of a healthy Financial Management

d) Economic growth through promoting SPM as an economic hub (where tourism, administration,
logistics, mining, knowledge management, investment and a revitalized CBD find expression).

e) Improved Institutional management

It is these strategic priorities that would see the municipality fully focusing on the programmes and
projects in the year 2024/25 that would attempt to resolve the following strategic challenges:

Cash flow challenges

Service delivery challenges

Low collection rate and strict implementation of the Credit Control Policy

Stagnant audit outcome at qualified opinion for the past five (5) years by Auditor General
High youth unemployment rate at 52% which necessitate tangible investment drive into Sol
Plaatje Municipality’s economy

Sustainable water supply and uninterrupted electricity supply to the community

Electricity energy mix, among other things deliberated upon during the strategic planning
session. It is imperative that a business continuity strategy be developed.

akrwbdE
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Therefore, the municipality have service delivery as a highest priority also highlight revenue
enhancement initiatives to turnaround low cash flow challenges and improve collection rate. These
are the initiatives that will reduce deficits and negative net cash from operations, and these controls
will include:
- Conduct meter audits to curb electricity theft.
- Procuring of smart prepaid meters to improve billing accuracy.
- Improve Internal Controls within Revenue Management Value Chain (TID rollovers,
integrations from the prepaid vendor with Solar, non-purchasing prepaid meters, etc)
- Strict measures in procurement processes and reduction of uncompetitive bidding and
deviations
- Improved planning of budget implementation
- Grow revenue base and stimulate investments into the city.

The municipality has been experiencing difficulties in managing and controlling technical and non-
technical losses for water and electricity, and again this is another hurdle that must be attended to
as a matter of urgency.



The municipality has been approved for the Municipal debt relief, effective 1 October 2023. It is
imperative that the municipality complies with the conditions of MFMA Circular 124, as non-
compliance will have serious consequences for the municipality and its electricity business.

The 2024/25 and outer years 2025/2026 and 2026/2027 Budget is premised on the following
assumptions:

- The municipality implemented the 2023 General Valuation Roll effective 1 July 2023. The
objections process was finalised in September 2023. The appeal board convened starting
on 6 March 2024 and will be finalised before the end of April 2024.

- That council will champion and support all strategies aimed at growing the revenue base in
terms of numbers and valuation. For the first time, there will be specific targets on % growth
in General Valuation Roll per category.

- That council will support all efforts aimed at reducing water and electricity losses. A
percentage increase in tariffs is no longer sustainable, the focus must be reduction of losses
that will result in saving and release financial resources tied in the provision and actual costs
of losses to fund any service delivery improvements and re-investment into the service to
improve quality and affordability.

- The budget should focus on Service Delivery challenges and revenue enhancement as key
priorities.

- That Council will support strategies aimed at the reduction of electricity consumer price by
considering options available on renewable energy and optimal energy mix for the people
of Sol Plaatje Municipality

- That performance management and consequence management will be strictly
implemented.

- That council will support strategies aimed at project implementation by reviewing the
existing model of Project Management and any other option and mechanisms available,
emphasis is on conditional grant spending and to avoid the risk of funds being withdrawn.

- Marketing and promotion of policies to lure citizens to pay for their municipal services.

The above is referred to as the elephants in the room that must now be unleashed, spoken about
and dealt with. All the evidence points to fact that the culture of non-performance, lack of
consequence management and relaxing controls in the implementation of policies cannot prevail,
if we want to see a tangible improvement and recover financially. The budget remains committed
in protecting the poor by ensuring that those that are indigent are registered and receive free basic
services.

We remain committed in improving the living conditions of our people, special focus must be given
to ensuring that there is capacity and skills in the civil engineering services with clear expectations.
Planned maintenance will be institutionalised to enable effective spending. Adhoc maintenance
must be based on emergencies or unforeseen circumstances or acts of God which cannot be
prevented.

We have accepted that we are operating an aged infrastructure, and with the current financial
position, immediate replacement is extremely difficult. Thus, it is of utmost importance that the BFI
funding be spent effectively and timeously as the long-term goal of the Bulk Water Infrastructure
project is to secure sustainable and quality water supply and reduce water losses. This means
more funds will be required to pay for the required maintenance as well as increase in personnel
capacity to attend to issues as they get reported by our people and ward councillors. We must be
responsive and turnaround times must be excellent. This will positively influence customer
satisfaction and ultimately customer’s willingness to pay their municipal accounts.



Our average collection rate for Property rates and Service charges were at 80% as at end the end
of February 2024. The lower collection rate is not assisting the municipality to step out of its liquidity
woes. The municipality needs an average collection rate of 90% or more, but to improve the liquidity
issues and dealing with accumulated creditors, a minimum of 110% collection is required. This
basically means, not only should the rate payers pay their monthly current bill, those in arrears
must pay an amount between 10% and 15% per month on arrears. To achieve this, there are
various strategies agreed upon with Council including holding back of a percentage as and when
customers in arrears top up their energy units as part of credit control measures. A 30% will be
held from all non-indigent households and 10% will be held from all indigent households. Further
to this, inactive meters that have not bought electricity for the last 90 days, must be blocked and
audited through physical verification and testing, and clients will be expected to provide reasons
why they were not buying and such a meter will be inspected for tampering or bypass.

The audit outcomes remain negative and one of the contributing factors is weaknesses in internal
controls and repeat findings that are not adequately addressed. Weak internal controls lead to
various issues on credibility and quality of information used to prepare and complete the financial
statements. The Audit Action Plan is developed annually but implementation thereof is still lacking
and must be improved. Recommendations of Auditor General and Internal Audit must be
implemented and adhered to, to ensure an improvement in audit outcomes.

After testing liquidity and going concern of the municipality, it was unavoidable to recommend to
council to place itself on voluntary financial recovery plan as the distress situation is not going to
reverse itself, unless drastic and progressive recovery and turnaround strategies are put in place.
The recovery and turnaround are aimed at focusing on seven areas as follows:

Reduction of water and electricity losses

Revenue enhancement and improved collections rates
Operational efficiencies in the engineering sector

Growth strategies and implementation

Productive and passionate employees

Quality and responsible leadership

Compliance to MFMA Circular 124: Municipal Debt Relief

NookwbdrE

All strategies will be focusing on management and organisational performance, cutting costs and
operation of plants and network. In order for the municipality to thrive, overall performance must
improve, the quality of services rendered must improve, accountability must be enforced, serious
consideration should be given to the service delivery and financial implications of all decisions
taken, ensure that acts, regulations and policies are adhered to, enhance revenue collection and
ensure that operational and capital funds are spent effectively with good value for money.

Improve on preventative maintenance and spend funds cost-effectively and efficiently to address
service delivery challenges and ensure assets are maintained at desired levels and are being
utilised optimally. The spending of funds will have to be prioritised, in light of the cash constraints
and wastage be curbed. Municipal officials should also take all reasonable steps to prevent
unauthorised, irregular and fruitless and wasteful expenditure. Refrain from committing acts of
financial misconduct and/or criminal offences as per Chapter 15 of the MFMA.

It is imperative that all municipal officials must have the inherent desire to do their job to the best
of their ability, take pride and ownership in their work, take accountability for their job functions,
doing the right thing consistently and work as a collective, cohesive team to achieve the
municipality’s long and short-term objectives. Foremost to all of these, have the community’s best
interest at heart.



PRELIMINARY OUTCOME:

OBSERVATIONS AND RECOMMENDATIONS EMANATING FROM THE BUDGET AND
BENCHMARK ENGAGEMENT HELD ON THE 25 APRIL 2024

This letter intends to record the high-level issues and major recommendations, which emanated
from the budget benchmark engagement. The document is intended to provide an early version of
what will be covered in the main report.

The annual budget and benchmark engagement focused on the municipality’s tabled budget for
the 2024/25 Medium Term Revenue and Expenditure Framework (MTREF).

The objectives of the engagement were to:
* assess the alignment between planning, budgeting, and reporting.
+ assess the level of integrated intergovernmental planning; and

» assess whether the municipality’s plans and budget are financially sustainable in the longer
term and enable improved service delivery performance.

The budget was assessed in terms of credibility (whether the budget assumptions are credible
and whether the budget is funded in accordance with the provisions of section 18 of the MFMA);
relevance (whether the budget responds to the objectives articulated in the municipality’s plans
and the alignment between planning and budgeting) and sustainability (whether the municipality
is financially sustainable). In addition, the overall assessment of the municipality’s performance
was undertaken in accordance with the four pillars namely, institutional arrangement, financial
health, financial governance, and service delivery.

The meeting was well attended by senior management from the municipality including the acting
Chief Financial Officer (CFO) and Municipal Manager (MM) as well as various invited sector
departments (Dept of Water and Sanitation, Department of Cooperative Governance (DCoG),
Department of Human Settlements (DHS) and the Development Bank of Southern Africa
(DBSA).

A summation of the observations, recommendations and resolutions emanating from the
discussions is presented below.

KEY OBSERVATIONS

Institutional Arrangements

The municipality’s institutional arrangement rated as fragile due to the following reasons:

Key positions currently vacant include Chief Financial Officer (CFO), Executive Director (ED) for
Infrastructure, and Executive Director for Corporate Services;

The municipality is undergoing organizational reengineering and restructuring remuneration
scales for managers to reduce employee-related costs;

The municipality collaborates closely with various sector departments in its planning processes
through multiple forums;

As part of cost containment efforts, the municipality has implemented measures such as limiting
overtime to a maximum of 30 hours per month and restricting employee travel to a maximum of
three people;

From December 2023 to March 2024, the municipality ran a debt relief campaign offering a 50
per cent discount to all customer categories to enhance customer relations;

Performance related to Key Performance Indicators (KPIs) for service delivery will be regularly
discussed in Executive Management Team (EMT) meetings for monitoring and improvement
purposes;



The submission of the Municipal Standard Chart of accounts (MSCOA) Road Map to integrate
modules that are not yet implemented has not been made to the National Treasury (NT); and

Meetings of the mSCOA Steering Committee have not been shared with the National Treasury
(NT).

Financial governance

The municipality’s financial governance was rated fragile due to the following reasons:

The Annual Report for 2022/23 is currently under review by the Municipal Public Accounts
Committee (MPAC), following completion by the administration;

MPAC's investigations into Unauthorised, Irregular, Fruitless, and Wasteful (UIFW) expenditure
remain a challenge, with outstanding oversight reports spanning several years;

The non-functionality of MPAC detrimentally affects the operations of the District Coordination
Board,;

However there is coherence among the budget, Integrated Development Plan (IDP), and
Service Delivery and Budget Implementation Plan (SDBIP);

The budget reflects national priorities outlined in the State of the Nation Address (SONA),
Budget Speech, and State of the Province Address (SOPA);

Ongoing public participation has identified key ward priorities such as Roads, Sanitation, high
mast lights, sports and recreation, and storm water management;

Changes in leadership at national or provincial levels may result in shifts in priorities, potentially
impacting municipal service delivery initiatives;

Draft versions of the IDP and budget were made available for public feedback, disseminated
across various public platforms; and

The IDP, Budget, and Performance Committee actively oversees the IDP and budget processes.

Financial health

The municipality’s financial health was rated fragile due to the following reasons:

The municipality has shown significant improvement in its financial health, as evidenced by the
funding and sustainability of the 2024/25 MTREF budget over the designated financial years;

Due to the constraints of the Budget Facility for Infrastructure (BFI), the municipality has been
compelled to prioritise internally generated funds within its budgetary allocations;

A surplus has been budgeted for, which can go a long way to build capital replacement reserves;

The electricity tariff, along with other tariffs, has been adjusted using the electricity cost of supply
formula, while other increases are tied to inflation rates;

The municipality is commended for not allocating a separate budget for elections, supported by
tariffs that align with or exceed the CPI,

Despite commendable efforts, the municipality may face challenges in fully controlling its debt,
particularly given the upcoming election year;

Stringent cost containment measures are being implemented to mitigate excessive
expenditures;

An assessment by the National Treasury highlights the importance of improving cash flow, as
failure to do so could result in insufficient funds by the end of the financial year, leading to
increased defaults on creditor payments;

The slight increase in property tariffs can be attributed to the growth in properties tariffs;
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Annually, the Indigent Management Policy undergoes review, which includes adjustments to the
household threshold,;

All indigent customers are fitted with prepaid meters;

The municipality is eager to participate in the prepaid/smart grant program and potentially serve
as a test municipality for the National Treasury's implementation of meter replacement
processes;

Electricity tariffs are structured to reflect actual costs;

Reconciliation between billing databases, valuation rolls, and the Deeds office is done and it
takes about 3 weeks to correct the differences;

The municipality opts not to utilise bins for refuse collection, instead charging per (piece of Land)
ERF;

Despite strict credit controls, government departments persist in owing the municipality, often
citing insufficient allocations to settle debts;

Municipal participation in debt relief offers the potential for writing off Eskom Debt, contingent
upon adherence to specified conditions;

Water provision faces challenges amidst the current water crisis; procurement of water meters
through the National Treasury's Transversal Contract is being pursued; and

With the collapse of the postal service and absence of an online system, residents are not
receiving statements as usual.

Service delivery

The municipality’s service delivery was rated fragile due to the following reasons:

Capital expenditure (CAPEX) is projected to surge by 126.2 per cent in 2024/25, with
subsequent annual increases averaging at 149 per cent and 154.1 per cent in the following
years due to the municipality being awarded a BFI;

BFI will present an opportunity for the municipality to mitigate water losses and save resources;

The maintenance plans for Water, Sanitation, Electricity, and Roads are outdated and require
immediate review;

While there is no Asset Management Plan in place, there are existing Master Plans for essential
service delivery facilities;

There are procurement plans in place;
The capital expenditure framework has been established and is being implemented effectively;

The municipality is proactively introducing bulk water pipeline metering to collect data and devise
strategies to curb water losses;

There is a significant shortage of both human and financial resources to adequately manage
disasters;

Capital replacement reserves are primarily utilised for smaller projects or as co-funding for grant-
funded projects;

The landfill site has been used to capacity;

The inadequate fleet for refuse collection has led to an increase in overtime as trucks are
required to make multiple trips to compensate; and

Public-private partnership (PPP) initiatives have been implemented, wherein the private sector
has acquired land from the municipality for R140 million to facilitate the expansion of the North
Park Mall.
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RECOMMENDATIONS

It is recommended that the municipality:

The municipality is advised to maintain its collection rate to a minimum of 81 per cent to ensure
sufficient funds are available to settle all outstanding creditors;

Provision should be made for debt impairment for all debtors overdue by more than 90 days.
The provision amount should align with the proposed collection rate;

The municipality should share the mSCOA Road Map for modules yet to be integrated into the
financial system with the National Treasury (NT);

Minutes from the mSCOA Steering Committee meetings should be shared with the National
Treasury;

Measures should be implemented to ensure the annual report is submitted in accordance with
legislative deadlines;

The municipality is advised to re-engage with the Head of Department (HoD) at the Department
of Cooperative Governance, Human Settlements and Traditional Affairs (CoGHSTA) to address
the outstanding debt owed by departments. If no solution is reached, a formal request should
be made to the Deputy Director-General (DDG) of Intergovernmental Relations (IGR) at the
National Treasury to halt the equitable share (ES) allocations to the departments indebted to
the municipality;

CoGHSTA should provide documentation detailing the contributions made by Provincial
Departments towards the R500 million fund announced by the Premier;

Sol Plaatje municipality must demonstrate full compliance with prescribed conditions to qualify
for debt write-off;

It is recommended that:

The Department of Human Settlements must engage the Municipality, particularly on Priority
Housing Development Areas (PHDAS) that were gazette by the Department; and

The National Treasury intends to withhold July Equitable Share for Sol Plaatje if the Municipality
fails to adopt the Annual Report for 2022/23 by that time.

RESOLUTIONS
It was resolved at the engagement that:

The department of Cooperative Governance and Traditional Affairs (CoGTA) is encouraged to
facilitate discussions with the Heads of Departments (HoDs) from the Departments of
Cooperative Governance, Human Settlements, and Traditional Affairs and Provincial Treasury
(PT) to address any uncertainties pertaining to Human Settlements;

The municipality will initiate discussions with the Revenue Management team to address issues
regarding compliance with debt relief; and

The municipality must consider the implementing a voluntary recovery plan.
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The Budget Overview

The third year of IDP implementation and budget cycle takes place under difficult conditions than
ever before. The economy continues to show signs of constraints especially when looking at the high
unemployment rate especially in cities supported by retail, commercial and small medium
enterprises. As the economy worsens, demand for goods and services decrease due to disposal
income being negatively affected, and municipal utility account becomes the first slain. This is
evidenced from the very low collection rate of yearly average collection rate of 80% at the end of
February 2024. This collection rate is lower than the norm of 95% as set out by National Treasury
and below the required collection rate of at least 85% in order to meet the monthly operational
financial commitments. The current monthly expenditure is approximately R195 million, which means
that at any given point in time, the municipality must have close to R600 million in cash and
investments, to be able to have a comfortable Cost coverage of 3 months.

The 2023/24 Mid-year engagement was held with National Treasury on 1 and 2 February 2024. All
arrears based on the four pillars namely Institutional Arrangements, Financial Health, Financial
Governance and Service Delivery has declined. National Treasury issued a summation of the
observations, recommendations and resolutions emanating from the discussions; these should
inform the municipality’s 2024/25 MTREF, where appropriate.

This report aims to table the Operational Revenue, Operational Expenditure and Capital Expenditure
Framework for the 2024/2025 MTREF covering a three-year period, with 2024/25 as the base year.
The operational revenue framework details out revenue sources and projections per source for the
next three years. Each projection is based on previous years audited actuals, year to date budget
and actuals as well as growth prospects and general increases as informed by inflation and
estimated cost of service delivery, management and administration.

The operational expenditure framework reflects all expenditure related to service delivery,
management, administration and costs of running the municipality. Included in the operational
expenditure is the portion of revenue anticipated not to be collected, and as such gives rise to
provision for bad debts and write offs to take place in the year. The provision for bad debts ensures
that that the municipality’s spending is aligned to the collection rather than billed, as this will result
in an unfunded and unrealistic budget.

The capital expenditure framework details out infrastructure investment, either new, upgrades or
refurbishment. Capital budget is presented per project and allocated funds. It is therefore expected
that spending on projects will align to the allocations, and any changes are tantamount to an
adjustment or else the expenditure above allocation as per approved budget will be unauthorised.
Whilst on this point, the municipality has developed a procedure outlining the principle of variation
orders, contingencies and approval thereof. Guidance has been sought from National Treasury of
MFMA Circular 62 as this seem to having been intended to address MFMA Section 116 on scope or
contract amendment.

The table below presents the consolidated overview of 2024/25 MTREF.

2024/25 Medium Term Revenue & Expenditure Framework
. X Year-on-year % Year-on-year % Year-on-year %
ClomesallGleiies] @ueiviion @i 202178 WMINHE= Adjustment Budget Year Increase Budget Year +1 Increase Budget Year +2 Increase Total over the
Budget 2023/24 2024/25 (Decrease) 2025/26 (Decrease) 2026/27 (Decrease) MTREF
R'000 R'000 % R'000 % R'000 % R'000

Operational revenue and expenditure budget

Total Operating Revenue (excl Capital transfers) 2,798,666 2,958,278 6% 3,168,499 7% 3,393,664 7% 9,520,441
Total Operating Expenditure 2,782,911 2,928,505 5% 3,121,201 7% 3,341,849 7% 9,391,554
Operating Surplus 15,755 29,774 89% 47,298 59% 51,815 10% 128,887
Capital transfers and contributions 161,349 572,229 255% 657,904 15% 114,513 -83% 1,344,646
Total Revenue (incl Capital transfers) 2,960,015 3,530,507 19% 3,826,403 8% 3,508,177 -8% 10,865,087
Surplus (incl Capital transfers) 177,104 602,003 240% 705,202 17% 166,328 -76% 1,473,533
Capital expenditure budget

Capital transfers and contributions 161,349 572,229 255% 657,904 15% 114,513 -83% 1,344,646
Internally generated funds 55,390 41,500 -25% 31,500 -24% 31,500 0% 104,500
Total Capital expenditure 216,739 613,729 183% 689,404 12% 146,013 -79% 1,449,146
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The municipality continues to derive revenue from service charges from utility services and rates.
There are minor revenue sources that are part of service delivery cost funding and our aim is to
continue to grow these revenue sources. For indulgence, a deficit or unfunded budget is when a
municipality spends more than what it can generate, that is expenses exceed income. A deficit can
either be funded from projected savings or defer expenditure that is included or through borrowing
or public donations if the expenditure is necessary and critical. This is an undesired situation.

The next three years MTREF reflects surplus budgets of less than 1% of projected revenue.
Surpluses from Operating Revenue are ought to be used to re-invest in service delivery related
infrastructure, either fund growth or refurbishments of capital nature to ensure continuity of service
and effectiveness of infrastructure. As indicated as a priority in the Strategic Planning session,
revenue enhancement initiatives would also be provided for in order to address the issue of cash
flow challenges and low collection rate. Over the three years, R128,887 million is project as total
surpluses.

The focus at this point shall be operating revenue and expenditure as follows.

There is no significant increase in overall revenue as the totals are increasing from R2,798,666 billion
(Adjusted budget 2022/23) to R2,958,278 billion (2024/25), constituting a 6% increase year on year
when compared to Adjustment budget. The overall average increase over the MTREF is
approximately 6.5%. The operating expenditure is estimated at R2,928,505 billion in 2024/25, with
an increase of operational expenditure of 5%. After having considered all the factors, the budget for
2024/25 MTREF shall generate operating surpluses, though very limited in amounts. However, the
budget can remain funded for the duration of the MTREF by significantly improving the collection
rate, revenue enhancement and cutting down on non-essential spending, applying cost containment
measures consistently and curbing wastage and improving on quality of workmanship. The total
capital expenditure amounts to R613,729 million. Over the MTREF the municipality projects to spend
just over R1 billion for Bulk water BFI project. Capital grants and subsidies recognised are all
conditional grants gazetted as per the Division of Revenue Bill 2024.

4. Annual budget tables

The A-schedules are included as an annexure under Section 1: Budget Schedules and supporting
tables. Various reference is made to the A-schedules through-out this Budget document.

5. Operating Revenue Framework

The municipality generates revenue from exchange and non-exchange transactions. Exchange
transactions are instances where there is a transaction concluded at arms-length based on
measured consumption as well as a result of existing service agreements. The main revenue from
non-exchange transactions are revenue derived from property rates, availability charges, penalties
and disconnection charges as well as operational grants and subsidies. Revenue from exchange
and non-exchange transactions are an indicator of the source of that revenue.

Revenue generated from operations is utilised to effectively run the institution, cover the costs of
compensation of employees, operation and maintenance of infrastructure, servicing of municipal
debt acquired as long-term borrowings, the costs of bulk water and electricity and all other
operational expenditure.

During this budget process, all tariffs had been revised to ensure that they are relevant and easy to
implement. The municipality generates income from various sources such as exchange and non-
exchange transactions. Revenue from exchange transactions is generated mainly from trading
services. The municipality has adopted a consolidated billing system for both exchange and non-
exchange transactions for municipal services. Billing therefore is done systematically based on fixed
monthly tariffs for services as well as consumption-based billing for metered services. And as far as
possible, all other services like hiring of halls, building plans, etc are rendered on a cash basis.
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The pie-chart below represent the percentage weighting of each revenue source against the total
revenue estimated for the financial year 2024/25.

Operational revenue: Budget Year 2024/25 R'000

Investment revenue
9,000
0.3%

Service charges
1,611,046
54.5%

Transfers recognised -
operational
299,271
10.1%

Property rates
687,320
23.2%

Other own revenue
351,642
11.9%

It should be noted that the municipality has maintained a consistent contribution ratio for each
source, thus a reflection of a very structured process of tariff determination and price increases.

Revenue by Source

The municipality’s revenue is determined by tariff packages which are not only considered affordable
to the ratepayers and users, but are deemed to be fair, equitable and realistic, and this is assessed
in the context of having acknowledged those who cannot afford or have means to pay, the indigent
households. The biggest concern year-on-year is the increase on Electricity revenue but this trading
service is put under severe strain with the above inflation increases approved for Eskom for bulk
electricity, whilst the municipality must start implementing a strict action plan to reduce inefficiencies
in the system.

The operating revenue framework is informed by the following:

- National Treasury guidelines on macro-economic policy

- Projected growth and growth in demand for services

- Realistic projections of revenue and collection thereof, as well as strategies for debtor’s
management

- Electricity tariff increases based on cost to run the service, as informed by NERSA guidelines

- Determination of tariffs for trading services in a cost reflective and a cost recovery manner

- The municipality’s property rates policy as approved by Council
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The following table is a summary of 2024/25 MTREF classified by revenue source.

NC091 Sol Plaatje - Table A4 Budgeted Financial Performance (revenue and expenditure)

Description (R thousand) Current Year 2023/24 2024/25Medium Term Revenue & Expenditure Framework
Adjusted % Budget Year % ;/‘(;ZG;;:’:: Budget Year % ;;D:‘:t: Budget Year +2 % ;/oofsrl::'::

Revenue By Source Budget Contribution 2024/25 Contribution 204125 +12025/26 | Contribution 2025126 2026/27 Contribution 202627
Exchange Revenue
Senvice charges - Electricity 995,202 35.56% 1,099,199 37.16% 10.45% 1,199,792 37.87% 9.15% 1,309,930 38.60% 9.18%
Senvice charges - Water 300,114 10.72% 343,685 11.62% 14.52% 364,274 11.50% 5.99% 387,189 1141% 6.29%
Senvice charges - Waste Water Management 89,858 321% 95,890 3.24% 6.71% 101,631 321% 5.99% 107,153 3.16% 5.43%
Senvice charges - Waste Management 65412 2.34% 72,271 2.44% 10.49% 76,467 241% 5.81% 80,948 2.39% 5.86%
Sale of Goods and Rendering of Senices 17,379 0.62% 15,955 0.54% -8.19% 16,689 0.53% 460% 17,457 0.51% 4.60%
Interest earned from Receivables 250,400 8.95% 120,030 4.06% -52.06% 124,551 3.93% 3.77% 129,463 3.81% 3.94%
Interest earned from Current and Non Current Assets 9,500 0.34% 9,000 0.30% -5.26% 12,000 0.38% 33.33% 15,000 0.44% 25.00%
Rental from Fixed Assets 28,130 1.01% 27,740 0.94% -1.39% 29,126 0.92% 5.00% 30,726 0.91% 5.49%
Licence and permits 1,200 0.04% 1,200 0.04% 0.00% 1,255 0.04% 4.60% 1,313 0.04% 4.60%
Operational Revenue 3,134 0.11% 3,773 0.13% 20.39% 3,947 0.12% 4.60% 4,128 0.12% 4.60%
Non-Exchange Revenue
Property rates 660,893 23.61% 687,320 23.23% 4.00% 740,628 23.37% 7.76% 790,495 23.29% 6.73%
Fines, penalties and forfeits 37,910 1.35% 32,143 1.09% -15.21% 32915 1.04% 240% 34,787 1.03% 5.69%
Licences or permits 6,150 0.22% 8,000 0.27% 30.08% 8,452 0.27% 5.65% 8,949 0.26% 5.88%
Transfer and subsidies - Operational 287,603 10.28% 299,271 10.12% 4.06% 318,285 10.05% 6.35% 340,594 10.04% 7.01%
Interest - 0.00% 91,900 3.11% 82,700 261% -10.01% 74,400 2.19% -10.04%
Operational Revenue 44,680 1.60% 50,900 1.72% 13.92% 55,787 1.76% 9.60% 61,132 1.80% 9.58%
Gains on disposal of Assets 1,100 0.04% - 0.00% -100.00% - 0.00% - 0.00%

Total Revenue (excluding capital transfers

and contributions) 2,798,666 100.00%: 2,958,278 100.00% 5.70%| 3,168,499 100.00% 711%| 3,393,664 100.00% 7.11%

Table A4 of the Budget Schedules indicates the revenue by source. As can be seen in the table, service charges and property rates remain the major revenue
source for the municipality. Revenue protection and enhancement remains should remain the main focus of the municipality, because without money you
cannot do anything. This is also at the core of not being able to provide quality services and meaningfully implement the IDP priorities to address potential
disasters and giving the community what they need to improve their quality of life. Collection therefore remains critical within the context of the prevailing
economic conditions of poverty, unemployment and job losses and the level of indigency in our localities. The table above indicates the contribution per revenue
source. It is clear that sale of electricity will be the major revenue source contributing just above 37.16% of total revenue in 2024/25. It is important to note that
any non-collection or non-payment or non-billing for electricity has higher impact in as far as financial health of the municipality is concerned. It is for this reason
that all revenue protection and enhancement measures be implemented and monitored to protect this revenue source. The municipality envisage to implement
smart prepaid metering system for residential customers.
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Rates is as significant as it will contribute over 23.23% of total revenue. Transfers recognised -
operational contribute 10.1% to operational revenue.

NC091 Sol Plaatje - Table A1 Budget Summary

Description (R'000) Current Year 2023/24 2024/25 Medium Term Revenue & Expenditure Framework
Total revenue
over the MTREF
. _— Budget Year % Budget Year +1 % Budget Year +2 %
. . Adjusted Budget | % Contributi
Financial Performance usted Budget % Contribution| 5455 | Contribution | 202526 | Contribution | 202627 | Contribution
Property rates 660,893 23.6% 687,320 23.2% 740,628 23.4% 790,495 23.3% 2,218,443
Service charges 1,450,586 51.8% 1,611,046 54.5% 1,742,164 55.0% 1,885,221 55.6% 5,238,430
Investmentrevenue 9,500 0.3% 9,000 0.3% 12,000 0.4% 15,000 0.4% 36,000
Transfers recognised - operational 287,603 10.3% 299,271 10.1% 318,285 10.0% 340,594 10.0% 958,150
Other own revenue 390,084 13.9% 351,642 11.9% 355,422 11.2% 362,355 10.7% 1,069,418
Total Revenue (excluding capital
transfers and contributions) 2,798,666 100% 2,958,278 100% 3,168,499 100% 3,393,664 100% 9,520,441

The table above reflects the contribution of each utility service to the total service charges to be billed
in 2024/25 financial year. As can be seen, electricity is by far the biggest item billed and it is 68% of
all service charges combined, followed by water at 21%, sanitation at 6% and refuse removal at 4%.
The contribution per service remains consistent over the MTREF.

There has been a significant improvement in the billing for refuse removal and sanitation, by means
of an exercise by the Property valuation section to trace each property and ensuring that it is billed
for the service. A single tariff currently prevails for all residential customers notwithstanding
affordability, volume collected and travel distance to the landfill site.

Formalised areas are those that had been planned and surveyed and residents are placed on an erf
with the intent to develop top-structures in future. In this case, a household may open a municipal
account for electricity, water, sanitation and refuse removal.

Refuse removal and sanitation is quite critical as it affects the air quality, living conditions and safe
environment. Refuse removal is highly dependent on adequate drivers and refuse compactors to
perform optimally, and currently, the lack of sufficient fleet is a major shortfall in the performance of
this function. As a result of the current financial position, no significant contribution can be made
from Internally generated funds to fund the fleet replacement programme of the municipality.
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Proposed Tariff Increases

For the municipality to generate sufficient and required revenue to continue providing services to the
people, and to cover the costs of providing such services, it became important to revise tariff charged
for various services. However, National Treasury annually as per the budget circular provide
guidance in the macro-economic performance and projections for the tariff setting increases. The
municipality tries it utmost best to align its tariff increases to those guidelines. National Treasury
estimate inflation for 2024/25 at 4.9% and two outer years at 4.6%:

Macro-economic performance and projections, 2022 - 2027

_ 2022/23 | 2023/24 | 2024/25 | 2025/26 | 2026/27
Fiscal year -

Actual Estimate Forecast
'CP! Inflation 6.9% 6.0% 49% | 46% | 4.6%

The electricity tariff increases will be dealt with separately as a result of the Cost of Supply Study
approved by NERSA. In terms of NERSA guidelines, cost of supply study must be used to guide
tariff setting, public participation and tariff implementation. The increase in tariff is based on the
assumptions issued by NERSA with effect from 1 July 2024.

An average Eskom price increase of 12.72% has been approved by NERSA applicable as from 1
April 2024. The estimated municipal increase based on the cost including bulk purchases to run the
service was determined at 10.60%.

The proposed tariff increases in the table below are averages for all services. The municipality
attempted to reduce tariff increases to be as close to the projected CPI targets.

2023/24 2024/25 2025/26 | 2026/27

Revenue category
Tariffs increases

Property Rates 5.30% 4.80% 7.76% 6.73%
Electricity 15.00% 10.60% 9.19% 9.21%
Water 5.30% 6.50% 5.99% 6.29%
Waste water (Sanitation) 4.90% 7.50% 5.99% 5.44%
Waste management (Refuse removal) 5.30% 5.00% 5.81% 5.86%
Average tariff increases/Municipal CPI 9.68% 7.93% 6.94% 6.71%

As per MFMA Budget Circular 123 for the 2023/24 MTREF, NT advised on the following

That as municipalities face with difficult fiscal environment and that the weak economic growth has
put pressure 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.

Municipalities must ensure that they render basic services, maintain their assets and clean
environment. Furthermore, there must be continuous communication with the community and other
stakeholders to improve the municipality’s reputation. This will assist in attracting investment in the
local economy which may result in reduced unemployment. Some municipalities are experiencing
serious liquidity challenges. Therefore, the new leadership is advised to:

- Decisively address unfunded budgets by reducing non-priority spending and improving
revenue management processes to enable collection; and
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- Address service delivery failures by ensuring adequate maintenance, upgrading and renewal
of existing assets to enable reliable service delivery.

It should be noted that it is easier for consumers to pay for services if they are reliable and when the
environment is well maintained.

The table below present the history of tariff increases in order to raise the required revenue as per
the tables above:

Property Rates Revenue

The Municipal Property Rates Act 6 of 2004 as amended gives guidance on the categorisation of
various properties. Residential properties serve as a baseline for the determination of tariff for other
property categories. The GV 2023 which will guide the valuation roll for the next four-year period,
and was implemented as from 1 July 2023.

The GV includes all property situated within the geographical boundaries of the municipality in terms
of the Municipal Property Rates Act as amended. Accordingly, rates levied per individual property
will depend on that property value compared with the valuation of all other rateable properties in the
municipal area. Rebates and concessions are granted to certain categories of property usage and
or property owner profile. Various findings have been raised by COGHSTA with the outcome of the
2023/24 Assessment of Municipal Compliance with specific provisions of the Municipal Property
Rates Act. Issues like higher ratios and rebate for bona fide agricultural properties were raised. Some
of these issues can only be addressed if we reduce expenditure for all cost centres funded from
Rates and with the dire financial constraints faced by the municipality, we cannot afford to lose more
revenue, but urgent intervention is required to address inefficiencies and possibly phase these
recommendations in the budget over next three to five years. The total estimated revenue from
Property rates is as per the table below:

NC091 Sol Plaatje - Table A1 Budget Summary

Description (R'000) Current Year 2023/24 2024/25 Medium Term Revenue & Expenditure Framework

Budget Year % Budget Year +1 % Budget Year +2 %
Financial Performance 2024/25 Contribution 2025/26 Contribution 2026/27 Contribution

Property rates 660,893 23.6% 687,320 23.2% 740,628 23.4% 790,495 23.3%

Adjusted Budget % Contribution

Projected revenue from Property rates amounts to R687,320 million for 2024/25 financial year and
is mainly influenced by the new General Valuation (GV) 2023 outcome. The supplementary valuation
roll for the 2023/24 financial year will be finalised by the end of April 2024. There are also from time-
to-time tariff changes to the extent of rated ratios, as per the MPRA however, the required revenue
level must be achieved to ensure a funded budget. Property rates tariffs are calculated per category
taking into consideration property values and rated ratios and any rebates provided. This is a
deliberate attempt to ensure that residents only experience increases that are in line with increase
in property values.
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Residential Property

Vacant Residential Property

Industrial Property

Vacant Industrial

Business and Commercial Property

Vacant Business and Commercial Property
Agricultural Property

Mining Property

Public Service Property

Public Service Infrastructure

Public Benefit Activity Property

Place of Worship

Land Reform Beneficiary

Private Open Space

Municipal property used for Municipal Purposes
Sports Grounds and facilities operated for gain
Average rates tariff

TARIFES
R

0.011591
0.017386
0.034773
0.040568
0.034773
0.040568
0.002898
0.069545
0.047523
0.000000
0.000000
0.000000
0.000000
0.011591
0.000000
0.000000
0.016998

R

0.012129
0.018194
0.036387
0.042452
0.036387
0.042452
0.003032
0.072774
0.049729
0.000000
0.000000
0.000000
0.000000
0.012129
0.000000
0.000000
0.017707

2024/07/01 % Increase

4.6%
4.6%
4.6%
4.6%
4.6%
4.6%
4.6%
4.6%
4.6%

4.6%

4.2%
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Service Charges

All service charges increase is informed by the operational costs of providing the service and the
projected demand for services.

Revenue from service charges includes revenue generated from sale of water and electricity as well
as monthly charges for refuse removal and sanitation. Revenue from sale of electricity includes billed
revenue and prepaid sales as well as sale of electricity in the form of subsidised FBE.

Indigent households receive the first 6kl of water for free, which is sold at a tariff applicable to the
block for water sales of 1-6kl per month, whilst they also receive 50 units (kWh) of electricity per
month. Service charges for refuse removal and sanitation are fully subsidised for all indigent
households.

The municipality provides various services and at different levels mostly influenced by existing
infrastructure and availability, customer affordability as well as if the service is provided as free, basic
or as permanent level of service.

Whereas tariffs for trading services must be all inclusive of direct and indirect cost, and as such must
be cost reflective, the municipality follows the guidelines for tariff increases for Electricity as issued
by the Energy Regulator. In as far as bulk water is concerned the municipality did receive
communication from the Department of Water and Sanitation, however the document was not clear
on the prescribed increases for 2024/25, hence an official increase within the inflation range is
considered to make sure that the increase does not negatively impact on the affordability levels of
the citizenry.

Sale of electricity

The municipality has applied the assumptions as guided from NERSA which informed the tariff
increases for 2024/25. The municipality has noted the minimum percentage increase of 12.72%
increase on bulk purchases. CPI inflation for 2024/25 is projected at 4.9% as per MFMA Circular 128
issued by National Treasury. The proposed tariff increase for Electricity is 10.60%

On 17 November 2023, NERSA issued a letter informing electricity distributors that the guideline and
benchmarks that had been supplied in the past will no longer be published for annual electricity
distributor tariff price increases, each distributor’s tariff increase will be based on its costs. In that
regard, a revenue requirement template has been developed for municipalities to complete their
2024/25 projections and revenue requirements for the 2024/25 financial year.

Licences were required to complete the prescribed NERSA template with projections for 2023/24
year-end and revenue requirement for 2024/25. The increase in revenues should be aligned to the
following assumptions:

i. Bulk purchase will increase by 12.72% in line with Eskom’s electricity tariff increase to
municipalities;

ii. A consumer price index (CPI) of 4.7% as indicated in the forecast by the Bureau for Economic
Research (BER) in December 2023;

iii. Salary and wage increases of 4.7%, which is also aligned to inflation. This will be replaced by the
South African Local Government Association (SALGA) circular Salary and Wage Collective once it
is concluded;

iv. Interest rate decrease of 1% in line with the Reserve Bank forecast for 2024/25; and

v. Other expenses increased by CPI (4.7%); and

vi. Sales forecast assumption should be realistic and practical taking into account historical sales
trend analysis.

Municipalities applying for an increase that is outside of the above assumptions will have to justify
their increases to the Energy Regulator and the approval will be based on the following
requirements:
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i. The additional revenue should be quantified per customer category, including the forecast sales
assumptions; and
ii. A detailed plan on the projects on which the additional funds will be used should be provided.

During the previous years, the municipality did not factor in a basic charge, as the community does
not agree to it, especially after the protest action that transpired during the 2018/19 financial year
with the introduction of the R260 basic charge inclusive of VAT, which is promulgated in the
Electricity Pricing Policy Regulations of 2008.

This compelled the municipality to undertake another cost of supply study with new tariff structures
that will ensure 100% recovery of costs to provide electricity as a function and service delivery
expectation by the public. The Cost of Supply is a prerequisite set by NERSA which the municipality
must comply with for the consideration of annual tariff increase applications. As per the outcome of
the Cost of Supply Study, a basic charge and capacity charge were introduced for implementation
starting 1 July 2023. This has not taken place for the current year and serious remedial action will
have to be taken to resolve the matter, as this will result in an audit query for 2023/24 financial year.

Indicated below are the proposed tariff as per the application submitted to NERSA.
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PROPOSED PROPOSED PROPOSED

TARIFFS TARIFFS TARIFFS  |2023/2024 to

O LIEIAREESCHEDDLE 2023/2024 2024/2025 2024/2025 2024/2025
Season Period excl VAT excl VAT Inc VAT %
15.1% 10.6%

Indigents Tariff (Prepaid) 20 Amps
Block 1 (0 - 50 kWh) (subsidised) R/kWh 2.1217 2.3466 2.6986 10.60%
Block 2 (51 - 350 kWh) R/kWh 2.1217 2.3466 2.6986 10.60%
Block 3 (> 351 kWh) R/kWh 2.9604 3.2742 3.7654 10.60%
Domestic Tariff (Conventional and Prepaid) = 20 Amps
Block 1 (0 - 350 kWh) R/kWh 2.1925 2.5031 2.8785 14.17%
Block 2 (> 350 Whh) R/kWh 2.9111 3.1651 3.6399 8.73%
Domestic Tariff (Conventional and Prepaid) > 20 Amps
Basic Charge (Rand per month) 66.57 147.26 169.35 121.20%
Capacity charge (Rand/Amp/phase/month) 3.07 6.79 7.81 121.20%
Block 1 (0 - 350 kWh) R/kWh 2.1166 2.3353 2.6856 10.33%
Block 2 (> 350 kwh) R/kWh 2.6757 2.6445 3.0411 -1.17%
Public Benefit and Schools: Conventional and Prepayment
Basic Charge (Rand per month) 324.53 280.68 322.78 -13.51%
Capacity charge (Rand/Amp/phase/month) 3.57 7.89 9.07 121.20%
Winter (R/kWh) Winter 2.7759 2.9343 3.3744 5.71%
Summer (R/kWh) Summer 2.6699 2.7485 3.1608 2.94%
Business Tariff: Small Power Users (Conventional and prepaid
Basic Charge (Rand per month) 337.95 310.37 356.93 -8.16%
Capacity charge (Rand/Amp/phase/month) 3.07 6.79 7.81 121.20%
Block 1 (0 - 1200 kWh) Winter 2.8872 2.8402 3.2663 -1.63%
Block 2 (> 1200 kWh) 2.8872 2.8402 3.2663 -1.63%
Block 1 (0 - 1200 kWh) Summer 2.7408 2.6463 3.0432 -3.45%
Block 2 (> 1200 kWh) 2.7408 2.6463 3.0432 -3.45%
Time of Use : NPO, NGO, SCHOOLS: LV <200 KVA
Basic charge per month 1,369.94 1,087.26 1,250.35 -20.63%
Network Demand Charge R/kVA 174.71 194.22 223.36 11.17%
Network Access Charge R/kVA 67.05 83.14 95.61 24.00%
Energy Charges R/kWh High Demand: (June - August) Peak 4.9973 6.0551 6.9634 21.17%
Energy Charges R/kWh Standard 2.1071 2.4296 2.7941 15.31%
Energy Charges R/kWh Off-peak 1.4962 1.6892 1.9426 12.90%
Energy Charges R/kWh Low Demand: (September - May) Peak 2.2844 2.5954 2.9847 13.61%
Energy Charges R/kWh Standard 1.7260 1.9908 2.2895 15.34%
Energy Charges R/kWh Off-peak 1.3687 1.5544 1.7876 13.57%
Time of Use : NPO, NGO, SCHOOLS: LV 2 200 < 500 kVA (exception 800 kVA)
Basic charge per month 2,719.54 2,129.55 2,448.98 -21.69%
Network Demand Charge R/kVA 174.71 194.22 223.36 11.17%
Network Access Charge R/kVA 67.05 83.14 95.61 24.00%
Energy Charges R/kWh High Demand: (June - August) Peak 5.0378 6.0957 7.0101 21.00%
Energy Charges R/kWh Standard 2.1449 2.4687 2.8391 15.10%
Energy Charges R/kWh Off-peak 1.5072 1.7135 1.9705 13.69%
Energy Charges R/kWh Low Demand: (September - May) Peak 2.3695 2.6607 3.0597 12.29%
Energy Charges R/kWh Standard 1.7700 2.0334 2.3384 14.88%
Energy Charges R/kWh Off-peak 1.3974 1.5885 1.8268 13.67%
Time of Use : NPO, NGO, SCHOOLS: MV
Basic charge per month 3,695.54 2,669.28 3,069.67 -27.77%
Network Demand Charge R/kVA 155.01 150.65 173.24 -2.82%
Network Access Charge R/kVA 58.49 64.20 73.83 9.77%
Energy Charges R/kWh High Demand: (June - August) Peak 5.0675 6.1121 7.0289 20.61%
Energy Charges R/kWh Standard 2.2256 2.5133 2.8904 12.93%
Energy Charges R/kWh Off-peak 1.6146 1.7729 2.0388 9.80%
Energy Charges R/kWh Low Demand: (September - May) Peak 2.4879 2.7261 3.1351 9.58%
Energy Charges R/kWh Standard 1.8471 2.0760 2.3874 12.39%
Energy Charges R/kWh Off-peak 1.4774 1.6327 1.8777 10.51%
INDUSTRIAL AND BL LV <200 kVA
Basic charge per month 1,760.34 1,303.16 1,498.63 -25.97%
Network Demand Charge R/kVA 195.45 205.69 236.54 5.24%
Network Access Charge R/kVA 65.50 68.08 78.30 3.94%
Energy Charges R/kWh High Demand: (June - August) Peak 6.1107 6.6708 7.6714 9.17%
Energy Charges R/kWh Standard 2.2146 2.4891 2.8624 12.39%
Energy Charges R/kWh Off-peak 1.7219 1.8140 2.0861 5.35%
Energy Charges R/kWh Low Demand: (September - May) Peak 2.5155 2.7232 3.1317 8.26%
Energy Charges R/kWh Standard 1.7825 2.0221 2.3254 13.44%
Energy Charges R/kWh Off-peak 1.5738 1.6678 1.9180 5.97%
Reactive Energy Charge R/kvarh All P&S 0.2199 0.2479 0.2851 12.72%
INDUSTRIAL AND BL LV 2 200 < 500 kVA (exception 800 kVA)
Basic charge per month 2,963.54 2,264.48 2,604.15 -23.59%
Network Demand Charge R/kVA 175.75 162.11 186.43 -7.76%
Network Access Charge R/kVA 65.50 68.08 78.30 3.94%
Energy Charges R/kWh High Demand: (June - August) Peak 6.1611 6.7169 7.7244 9.02%
Energy Charges R/kWh Standard 2.2337 2.5178 2.8955 12.72%
Energy Charges R/kWh Off-peak 1.8968 1.9290 2.2183 1.69%
Energy Charges R/kWh Low Demand: (September - May) Peak 2.4731 2.7179 3.1256 9.90%
Energy Charges R/kWh Standard 1.8557 2.0807 2.3929 12.13%
Energy Charges R/kWh Off-peak 1.6549 1.7309 1.9905 4.59%
Reactive Energy Charge R/kvarh All P&S 0.2199 0.2479 0.2851 12.72%
INDUSTRIAL AND BUSINESSES MV (Medium Voltage)
Basic charge per month 4,384.00 3,738.77 4,299.59 -14.72%
Network Demand Charge R/kVA 172.41 139.25 160.13 -19.23%
Network Access Charge R/kVA 64.01 64.79 74.51 1.21%
Energy Charges R/kWh High Demand: (June - August) Peak 6.2407 6.6975 7.7021 7.32%
Energy Charges R/kWh Standard 2.2381 2.4568 2.8254 9.77%
Energy Charges R/kWh Off-peak 1.9680 1.9048 2.1906 -3.21%
Energy Charges R/kWh Low Demand: (September - May) Peak 2.4590 2.6467 3.0437 7.63%
Energy Charges R/kWh Standard 1.9150 2.0501 2.3576 7.05%
Energy Charges R/kWh Off-peak 1.6541 1.6670 1.9170 0.78%
Reactive Energy Charge R/kvarh All P&S 0.2199 0.2479 0.2851 12.72%




Indicated below are the concerns raised by large power users and concern raised by NERSA on the
increase on basic charge and capacity for households who utilises a capacity of more than 20 amps.

Various Bulk consumers raised their concern with the high electricity prices with the municipality and
with NERSA:

Various discussions were undertaken with Bulk consumer representatives.

Various possible means of relief were considered.

The result of this is that the municipality will grant Bulk consumers connected at MV a discount
of 10% in their maximum demand charges.

This will have a negative impact on the revenue of close to R3 mill per year.

Please see the attached document which details the considerations made, the revenue impact
and motivation.

Please also note that Bulk MV consumer maximum demand charges will effectively be reduced
by more than 30% (removing the impact of annual increase).

Please accept this is resolving the issue of the consumer complaints.

NERSA indicated that they have a concern with the 121% increase on the basic/capacity charges.
Note the following in this respect:

The municipality applied to NERSA for the approval of a cost of supply study.

Such study was approved and the proposed rates for phase 1 of a three year phase in with the
annual increase was approved by NERSA.

The municipality is implementing these tariffs as per the NERSA approval including the phase in
plan.

This concern with the 121% increase must be seen in perspective:

o Whenever a new tariff charge is implemented the average % impact will always be
drastic.

o Example a capacity charge of R9/Amp.

o Year 1 the capacity charge will go from RO to R3 — which implies an increase % of 1/0
which equals infinity.

o Year 2 the charge go from R3 to R6 plus equals R6. / R3 = R100%. Add to this the
average increase and you end up with an increase exceeding 100%.

o Year 3. The charge go from R6 to R9 which equals an increase of R3/6 = 50%. Then
add onto that the average increase %.

o It must be remembered that as the capacity charge and basic charges are increased the
energy charge on the expensive blocks are decreasing thus reducing the negative impact
of the increased capacity charge.

o See tariff schedule in this respect.

ACTUAL PROPOSED |PROPOSED |PROPOSED
(L BRI T S LT TARIFFS  |TARIFFS COS TARIFFS |TARIFFS TARIFFS TARIFFS 2023/2024 to
2021/22 |2022/2023 2022/2023 2023/2024 2024/2025 2024/2025 2024/2025
SeasdPeriod excl VAT excl VAT excl VAT excl VAT excl VAT Inc VAT %

15.1% 10.6%

Domestic Tariff (Conventional and Prepaid) > 20 Amps

Basic Charge (Rand per month)

173.52

66.57

147.26

169.35

121.20%

Capacity charge (Rand/Amp/phase/month)

8.28

3.07

6.79

7.81

121.20%

Block 1 (0 - 350 kWh) R/kWh

1.7640

1.8434

1.8300

2.1166

2.3353

2.6856

10.33%

Block 2 (> 350 kWh) R/kWh

2.4613

2.5721

1.8300

2.6757

2.6445

3.0411

-1.17%,

Indicated in the table below is the projected revenue and cost drivers for Electricity. Based on budget
estimates, the biggest cost driver for Electricity is Bulk purchases electricity at 78% of the total cost
to run the service and it is therefore paramount that the municipality recover this and other costs in

full.
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% Weighting
Adjusted Budget of Rev & Exp
TRADING SERVICE - ELECTRICITY (Amount in R) 2023/24 2024/25 2024/25 2025/26 2026/27
1-INCOME (1,056,581,624) (1,164,299,207) (1,270,542,410) (1,386,849,025)
105 - SERVICE CHARGES NON-EXCHANGE (39,670,000) (46,000,000) 4% (50,600,000) (55,660,000)
132 - SERVICE CHARGES (995,201,624) (1,099,199,207) 94% (1,199,791,910) (1,309,930,248)
134 - INTEREST EARNED FROM RECEIVABLES (21,710,000) (19,100,000) 2% (20,150,500) (21,258,777)
2-EXPENDITURE 1,026,814,855 1,151,651,325 1,258,043,898 1,372,440,102
201 - EMPLOYEE RELATED COST 62,702,044 63,371,844 6% 66,516,137 69,936,853
225 - CONTRACTED SERVICES 17,090,000 22,270,000 2% 23,294,420 24,365,964
230 - OPERATIONAL COST 2,760,189 2,853,837 0% 3,003,473 3,161,277
232 - INVENTORY 50,961,000 51,537,000 4% 54,620,640 57,906,190
234 - BULK PURCHASES 790,100,000 897,300,000 78% 988,900,000 1,087,790,000
236 - INTEREST 13,701,622 12,518,644 1% 11,189,230 9,689,018
272 - DEPRECIATION & AMORTISATION 8,500,000 9,000,000 1% 9,540,000 10,112,400
350 - IMPAIRMENT LOSS 81,000,000 81,000,000 7% 87,480,000 94,478,400
395 - DEPARTMENTAL CHARGES - 11,800,000 1% 13,499,998 15,000,000
(SURPLUS) DEFICIT (29,766,769) (12,647,882) (12,498,512) (14,408,923)

Sale of water, sanitation and refuse removal

Water is metered and read monthly to determine the consumer bill. A stepped tariff has been in place
and it encourages conservation of water. Water restrictions in times of droughts are approved and
revised annually with the budget process. Indicated in the table below are the proposed residential
Water tariffs.

NC091 Sol Plaatje - Supporting Table SA13a Service Tariffs by category
2024/25 Medium Term Revenue & Expenditure
Description Ref | Provide description of tariff | ,.,,,,, 2021122 20203 | Gument Year Framework
structure where appropriate 2023124 Budget Year |Budget Year +1;Budget Year +2
2024125 2025/26 2026127
Water tariffs
Domestic
Basic charge/fixed fee (Rands/month)
Service point- vacantland (Rands/month)
Water usage - flat rate tariff (c/ki)
Water usage - life line tariff Residential (7-20kl) 28 31 31 32 34 36 39
Water usage - Block 1 (c/kl) Residential (21-40Kkl) 32 34 34 36 39 4 43
Water usage - Block 2 (c/kl) Residential (41-60k) 34 36 36 38 41 43 46
Water usage - Block 3 (c/k)) Residential (more than 60kI) 36 39 39 4 44 46 49
Water usage - Block 4 (c/k)) Residental (0-6K)) 7 7 7 8 8 9 9

Indicated in the table below is the projected revenue and cost drivers for Water. The total Employee
costs is constituting 15% of the total cost to run the service. Overtime expenditure is also a major
concern and serious internal controls will have to be implemented by management. Issues of
capacity on the ground, must also be addressed, whilst performance overall also needs to be
addressed. The other major cost driver is Inventory which is a combination of inventory consumed
(R&M) and Water inventory and Non-revenue water losses. It is imperative that water losses be
addressed to result in cost savings on Bulk water purchases that can be directed to repairs &

maintenance to address servi

ce delivery issues.

% Weighting
Adjusted Budget of Rev & Exp
TRADING SERVICE - WATER (Amount in R) 2023/24 2024/25 2024/25 2025/26 2026/27

1-INCOME (373,693,993) (398,115,331) (421,696,451) (447,769,406)
105 - SERVICE CHARGES NON-EXCHANGE (1,450,000) (1,500,000) 0% (1,582,500) (1,669,538)
132 - SERVICE CHARGES (300,113,993) (343,685,331) 86% (364,273,701) (387,189,346)
134 - INTEREST EARNED FROM RECEIVABLES (71,530,000) (52,830,000) 13% (55,735,650) (58,801,110)
142 - SALES OF GOODS AND RENDERING OF SERVICES (600,000) (100,000) 0% (104,600) (109,412)
2-EXPENDITURE 373,716,144 395,411,617 418,711,275 445,660,727
201 - EMPLOYEE RELATED COST 61,365,440 61,180,838 15% 64,232,482 67,560,961
225 - CONTRACTED SERVICES 20,000 2,020,000 1% 2,112,920 2,210,114
230 - OPERATIONAL COST 46,841,201 52,391,293 13% 57,393,293 62,884,583
232 - INVENTORY 130,737,000 121,123,000 31% 127,998,540 135,071,251
236 - INTEREST 3,552,503 3,242,308 1% 2,894,862 2,502,765
272 - DEPRECIATION & AMORTISATION 9,200,000 10,000,000 3% 10,550,000 11,130,250
350 - IMPAIRMENT LOSS 56,000,000 60,000,000 15% 61,000,000 64,000,000
380 - NON-REVENUE WATER LOSSES 66,000,000 65,000,000 16% 68,575,000 72,346,625
395 - DEPARTMENTAL CHARGES - 20,454,178 5% 23,954,178 27,954,178
(SURPLUS) DEFICIT 22,151 (2,703,714) (2,985,176) (2,108,679)
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Indicated in the table below are the proposed Waste Water (Sanitation) and Waste Management
(Refuse removal) tariffs which are billed on a fixed rate.

NC091 Sol Plaatje - Supporting Table SA13a Service Tariffs by category

2024/25 Medium Term Revenue & Expenditure
Provide descripti f tariff Yi Framework
Description Ref | Provide description of tari 2020121 2021122 200103 | Current Year
structure where appropriate 2023124 Budget Year [Budget Year +1iBudget Year +2
2024/25 2025/26 2026/27
Waste water tariffs
Domestic
Basic charge/fixed fee (Rands/month) Basic charge 174 189 189 198 213 225 238
Waste management tariffs
Domestic
Street cleaning charge Basic charge 124 135 135 142 149 157 167

Indicated in the table below is the projected revenue and cost drivers for Sanitation. The proposed
tariff increase for Sanitation was calculated at 7.5%. The biggest contributing factor is the increase
in Employee related costs with an increase of R8,627 million from the 2023/24 Adjusted budget, as
a result of contract appointments and the increase on Overtime expenditure. Management will have
to take serious remedial action to curb this expenditure as currently Employee costs constitutes 52%
of the total cost to run the service. This also impedes on the ability to allocate more funds for Repairs
and maintenance, and these funds are desperately needed to ensure that the municipality addresses

the service delivery challenges.

% Weighting
TRADING SERVICE - WASTE WATER MANAGEMENT Adjusted Budget of Rev & Exp
(Amount in R) 2023/24 2024/25 2024/25 2025/26 2026/27

1-INCOME (116,048,309) (118,289,828) (125,375,197) (132,203,375)
105 - SERVICE CHARGES NON-EXCHANGE (3,190,000) (3,400,000) 3% (3,604,000) (3,802,200)
132 - SERVICE CHARGES (89,858,309) (95,889,828) 81% (101,631,197) (107,153,475)
134 - INTEREST EARNED FROM RECEIVABLES (23,000,000) (19,000,000) 16% (20,140,000) (21,247,700)
2-EXPENDITURE 114,565,750 116,855,190 123,471,053 129,939,420
201 - EMPLOYEE RELATED COST 52,480,894 61,107,596 52% 64,154,018 67,475,970
225 - CONTRACTED SERVICES 30,000 30,000 0% 31,380 32,823
230 - OPERATIONAL COST 2,492,295 2,385,156 2% 2,494,873 2,609,637
232 - INVENTORY 30,039,000 22,024,000 19% 23,341,440 24,708,992
236 - INTEREST 2,523,561 1,808,438 2% 1,624,342 1,416,623
272 - DEPRECIATION & AMORTISATION 15,500,000 15,000,000 13% 15,825,000 16,695,375
350 - IMPAIRMENT LOSS 11,500,000 14,500,000 12% 16,000,000 17,000,000
(SURPLUS) DEFICIT (1,482,559) (1,434,638) (1,904,144) (2,263,955)
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Indicated in the table below is the projected revenue and cost drivers for Refuse removal. Total
Employee costs constitutes 59% of the total cost to run the service. This is on the higher end and is
not sustainable, whilst Overtime expenditure is also a major concern that must be addressed.
Inventory makes up 25% of the total cost. It should be noted that the Refuse department is struggling
with old refuse compactors and there is a great need for the procurement of new refuse compactors.
Unfortunately, the municipality does not have sufficient cash from internally generated funds to fund
this. Based on the revision of grant allocation from IUDG provision is made for the procurement of 2
specialised waste vehicles at a budgeted cost of R5 million. An amount of R10 million is budgeted
for the outer two years. This results in a total allocation of R15 million over the MTREF, which will
result in the procurement of at least 6 new refuse compactors. A cost-benefit analysis will have to

be performed on the hiring of machinery versus the procurement of the municipality’s own fleet.

% Weighting
Adjusted Budget of Rev & Exp
TRADING SERVICE - WASTE MANAGEMENT (Amount in R) 2023/24 2024/25 2024/25 2025/26 2026/27
1-INCOME (83,402,609) (87,272,408) (92,292,811) (97,644,226)
105 - SERVICE CHARGES NON-EXCHANGE (370,000) - - -
132 - SERVICE CHARGES (65,411,609) (72,271,408) 83% (76,466,765) (80,947,757)
134 - INTEREST EARNED FROM RECEIVABLES (17,620,000) (15,000,000) 17% (15,825,000) (16,695,375)
142 - SALES OF GOODS AND RENDERING OF SERVICES (1,000) (1,000) 0% (1,046) (1,094)
2-EXPENDITURE 77,066,109 87,169,535 92,170,447 97,507,494
201 - EMPLOYEE RELATED COST 46,875,073 51,635,860 59% 54,213,623 57,027,188
230 - OPERATIONAL COST 2,540,036 2,133,675 2% 2,245,824 2,363,971
232 - INVENTORY 19,751,000 21,500,000 25% 22,766,000 24,119,360
272 - DEPRECIATION & AMORTISATION 900,000 900,000 1% 945,000 996,975
350 - IMPAIRMENT LOSS 7,000,000 11,000,000 13% 12,000,000 13,000,000
(SURPLUS) DEFICIT (6,336,500) (102,873) (122,364) (136,732)

Although Roads is not a trading service, the municipality considered it prudent to include the
Operational revenue and expenditure on Roads. Budgeted revenue is very minimal, generated from
wayleave approvals etc. The municipality has made some significant strides to increase the
maintenance budget on Roads. Funding from FBDM has also assisted tremendously in this regard.
Total operational expenditure amounts to R79,570 million for 2024/25 financial year with Employee
related costs constituting 40% and Inventory (R&M) 59% of the allocation.

% Weighting
Adjusted Budget of Rev & Exp
ROADS (Amount in Rand) 2023/24 2024/25 2024/25 2025/26 2026/27
1-INCOME (300,000) (900,000) (941,400) (984,704)
142 - OPERATIONAL REVENUE (300,000) (900,000) 100.00% (941,400) (984,704)
2-EXPENDITURE 75,464,957 79,569,717 83,793,294 88,524,297
201 - EMPLOYEE RELATED COST 32,098,948 31,840,238 40% 33,422,801 35,145,965
225 - CONTRACTED SERVICES 10,000 40,000 0% 41,840 43,764
230 - OPERATIONAL COST 918,009 942,479 1% 985,833 1,031,180
232 - INVENTORY 42,438,000 46,747,000 59% 49,342,820 52,303,388
(SURPLUS) DEFICIT 37,601,280 63,480,610 65,341,698 68,621,304

Income from rental of property

The municipal rents properties such as municipal halls, sports grounds and resorts for various groups
of people and for various purposes such as meetings, workshops, church services, funerals, sporting
events, festivals and family gatherings. The charges as per the tariff book include costs of hiring,
water and electricity usage, as well as the usage fee. As part of the agreement, a deposit fee is
required and is only released after inspection once it has been determined that no breakages,
damages or losses had been suffered by the municipality.

The tariff book includes monthly rentals per flat for all municipal block of flats including the CRU’s. It
should be noted that collection rate at most of the flats is extremely low as a result of non-payment,
some tenants being indigent and depending on state grants for survival. Measures are being put in
place to remedy this situation, whilst the management company that was appointed to manage the
CRU’s has not started yet, due to the finalisation of the service level agreement.
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Grants and Subsidies — Operational

The municipality receives Equitable Share (EQS) from the National fiscus gazetted in the DoRA. The
EQS is utilised to recover the cost of Free Basic Services (FBS) as well as provision of funding for
roads upgrade throughout the municipal area. On an adhoc basis, EQS also may fund the costs of
clearing sites for low-cost housing development projects as well as relocation costs of informal
settlements to formalised areas. The municipality is also participating in skills development
programmes of National Treasury in the Finance, Audit and Engineering fields. The Infrastructure
Skills Development Grant is used for the stipend and associated training costs for interns in Town
Planning and Engineering Services. The Financial Management Grant is utilised to fund the costs to
company of all finance interns including costs of training and tools of trade. The two programmes
had been vital for the organisation as they created a pool of capable young professionals who had
gained experience and knowledge of business and policies during their training. This reduces costs
associated with employing a new person in some of these positions. The table below represents the
unconditional grants gazetted to the municipality for the 2024/25 MTREF. Grants and subsidies
made comprises of Equitable share in the amount of R282,104 million for 2024/25, R302,569 million
for 2025/26 and R324,431 million for 2026/27. Other minor grants and subsidies are budgeted for,
as per the table below:

Year-on-Year |Year-on-Year|Year-on-Year
Adjusted Budget Budget Total overthe | Increase Increase Increase
TRANSFERS & SUBSIDIES - OPERATIONAL (R'000) 2023/24 Budget 2024/25 | Budget 2025/26 2026/27 MTREF (Decrease) | (Decrease) | (Decrease)
EXPANDED PUBLIC WORKS GRANT (EPWP) 3,102 2,267 - - 2,267 -26.92% -100.00% -
NATIONAL REVENUE FUND: EQUITABLE SHARE 263,135 282,104 302,569 324,431 909,104 7.21% 7.25% 7.23%
FRANCES BAARD DISTRICT MUNICIPALITY 5,600 - - - - -100.00% - -
COGHSTA HOUSING ACCREDITATION 200 - = - = -100.00% - -
INFRASTRUCTURE SKILLS DEVELOPMENT GRANT (ISDG) 5,000 4,500 4,800 4,500 13,800 -10.00% 6.67% -6.25%
NON-PROF: OTHER NON-PROFIT INSTITUTIONS\Libraries 8,866 8,600 9,116 9,663 27,379 -3.00% 6.00% 6.00%
LOCAL GOV FINANCIAL MANAGEMENT GRANT (FMG) 1,700 1,800 1,800 2,000 5,600 5.88% 0.00% 11.11%
TOTAL TRANSFERS & SUBSIDIES - OPERATIONAL 287,603 299,271 318,285 340,594 958,150 4.06% 6.35% 7.01%

Cost of Free Basic Services and the Social Package

The principle of free basic service for indigent households has since been reviewed and now includes
informal settlement areas where communal services are provided rather than standpipes for water
as an example. The expansion of the principle has been necessitated by various circumstances
including court judgements on invaded land parcels where such dwellers are allowed to occupy until
land earmarked for housing development is made available. The situation was exacerbated by the
Human Rights Commission which requires that people must be provided with water and sanitation
notwithstanding the circumstances that led to the occupation of land.

NC091 Sol Plaatje - Table A10 Basic service delivery measurement

2024/25 Medium Term Revenue & Expenditure Framework
Description Level of Servi Budget Year | Budget Year | Budget Year
evel ot vervice 2024125 | +1202526 | +22026/27
Budgeted No of Indigents 11,800 11,800 11,800
R'000 R'000 R'000
Cost of Free Basic Services provided (R'000)
Water (6 kilolitres per household per month) The first 6kl of water is free to all registered and approved indigent households f 10,000 f 10,550 f 11,130
Sanitation (free sanitation service) (Fixed Rate) The service is fully subsidised " 23,000 r 24,399 f 25,804
Electricity/other energy (50kwh per household per month) |50 units of electricity is free to all registered and approved indigent households f 12,000 f 13,200 f 14,520
Refuse (removed once a week) (Fixed Rate) The service is fully subsidised " 16,000 f 16,800 f 17,724
Sanitation Provision of chemical toilets f 9,600 [ 10,340 [ 1,117
Total cost of FBS provided (minimum social package) 70,600 75,289 80,295

Service provided in these areas are regarded as part of FBS and the cost of providing is included in
the budget and is funded from equitable share. As per the Indigent Households Policy, the
municipality provides free basic services (FBS) to the qualifying households. The cost of FBS is
regarded as revenue forgone and is deducted from the income of the relevant service. Various grants
and rebates are allocated to service customers based on their socio-economic circumstances and
these are conditional. The funding is provided from the EQS allocation per annum. Further detail
relating to FBS are contained in Table A10 of the Budget Statement.
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The municipality has adopted an Indigent Household Policy and maintains a register as such. There
is a fully-fledged section as per the staff establishment, whose core function is to approve indigent
applications, maintain the indigent households register and monitors consumption as such, and
request inspections where consumption is excessive. Indigent Households are on prepaid electricity
metering once approved. Free basic services are issued per month to those who qualified by
crediting their accounts with the recovered costs from equitable share grant.

For electricity, each beneficiary bears the responsibility to claim free basic electricity (FBE) at the
nearest service point. FBE for each month are valid until the 15" of the next month and cannot be
accumulated beyond this date. The municipality also annually budget under the Indigent Relief vote
for the provision of chemical toilets in informal settlements. The current qualifying threshold for the
total income for an indigent household is set at R4,500.
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Overall impact of tariff increases on households

The table below shows the overall expected impact of tariff increases on households with a ‘middle
income range’, an ‘affordable range’ and an ‘indigent household receiving free basic services’.

The calculation of the household bill is based on the following average consumption:

¢ middle income range: 1,000 kWh of electricity and 30 kI of water, basic charge and capacity
charge on 60 amps

o affordable range: 500 kWh of electricity and 25 kl of water, basic charge and capacity charge
on 30 amps

¢ indigent household receiving free basic services: 300 kWh of electricity and 20 kl of water.
No basic charge and capacity charge for indigent households

e there is also a third option households that opt for 20 amp capacity, will only be charged on
energy rates

NC091 Sol Plaatje - Supporting Table SA14 Household bills

2020/21 2021/22 2022/23 Current Year 2023/24 2024/25 Medium Term Revenue & Expenditure Framework
Description
P Ref Audited Audited Audited Original Adjusted Full Year Budget Year | Budget Year |Budget Year +1;Budget Year +2
Outcome Outcome Outcome Budget Budget Forecast 2024125 2024125 2025/26 2026/27
Rand/ % incr.
Monthly Account for Household - 'Middle Income 1
Range'
Rates and services charges:
Property rates 533.07 574.32 597.29 595.48 595.48 595.48 4.6% 623.13 666.75 703.42
Electricity: Basic levy - - - 66.57 66.57 66.57 121.2% 147.26 163.16 177.85
Elecfricity: Consumption 1,934.95 2,217.25 2,317.04 2,480.02 2,480.02 2,480.02 2.3% 2,536.28 2,810.20 3,063.12
Water: Basic levy
Water: Consumption 589.42 612.99 637.51 671.30 671.30 671.30 6.5% 714.94 758.33 803.98
Sanitation 136.43 141.89 147.56 154.79 154.79 154.79 7.5% 166.40 176.62 186.69
Refuse removal 97.39 101.29 105.34 110.92 110.92 110.92 5.0% 116.47 125.45 134.37
Other = = = 184.20 184.20 184.20 121.2% 407.40 444.88 485.81
sub-total 3,291.26 3,647.74 3,804.74 4,263.28 4,263.28 4,263.28 10.5% 4,711.88 5,145.39 5,555.24
VAT on Services 413.73 461.01 481.12 522.54 522.54 522.54 5.7% 552.20 605.06 654.90
Total large household bill: 3,704.99 4,108.75 4,285.86 4,785.82 4,785.82 4,785.82 10.0% 5,264.08 5,750.45 6,210.14
% increase/-decrease - 10.9% 4.3% 1.7% - - (14.3%) 10.0% 9.2% 8.0%
Monthly Account for Household - ‘Affordable 2
Range'
Rates and services charges:
Property rates 377.43 406.64 422.90 421.62 421.62 421.62 4.6% 441.19 472.08 498.04
Electricity: Basic levy = = = 66.57 66.57 66.57 121.2% 147.26 163.16 177.85
Electricity: Consumption 860.97 986.58 1,031.00 114217 114217 114217 6.3% 1,214.03 1,345.15 1,466.21
Water: Basic levy
Water: Consumption 465.03 483.63 502.98 529.64 529.64 529.64 6.5% 564.06 598.30 634.32
Sanitation 136.43 141.89 147.56 154.79 154.79 154.79 7.5% 166.40 176.62 186.69
Refuse removal 97.39 101.29 105.34 110.92 110.92 110.92 5.0% 116.47 125.45 134.37
Other = = = 92.10 92.10 92.10 121.2% 203.70 22244 242.90
sub-total 1,937.25 2,120.03 2,209.78 2,517.81 2,517.81 2,517.81 13.3% 2,853.11 3,103.20 3,340.38
VAT on Services 234.00 257.01 268.03 300.61 300.61 300.61 10.2% 331.23 361.30 389.92
Total small household bill: 2,171.25 2,377.04 2477.81 2,818.42 2,818.42 2,818.42 13.0% 3,184.34 3,464.50 3,730.30
% increase/-decrease 9.5% 4.2% 13.7% - - (5.6%) 13.0% 8.8% 1.7%
Monthly Account for Household - ‘Indigent’ 8
Household receiving free basic services
Rates and services charges:
Property rates 221.79 238.95 255.38 247.76 247.76 247.76 4.6% 259.26 271.91 284.50
Electricity: Basic levy
Electricity: Consumption 384.84 440.99 460.85 530.43 530.43 530.43 10.6% 586.65 650.01 708.51
Water: Basic levy
Water: Consumption 309.44 321.82 334.69 35243 35243 35243 6.5% 375.33 404.27 433.02
Sanitaon
Refuse removal
Other - - - - - = - = - =
sub-total 916.07 1,001.76 1,050.92 1,130.62 1,130.62 1,130.62 8.0% 1,221.24 1,326.19 1,426.03
VAT on Services 104.15 114.42 119.33 132.43 132.43 132.43 9.0% 144.30 158.14 171.23
Total small household bill: 1,020.22 1,116.18 1,170.25 1,263.05 1,263.05 1,263.05 8.1% 1,365.54 1,484.33 1,597.26
% increase/-decrease 9.4% 4.8% 7.9% - - 2.3% 8.1% 8.7% 7.6%

30



Revenue by Municipal vote

The municipality generates revenue from various sources managed within votes, as represented by
directorates. Indicated in the table below is a presentation of revenue by municipal vote.

In each vote, there are various cost centres or business units under the purview of a Manager
responsible, such as Chief Town Planner, Revenue Management and Billing etc. a cost centre may
be further broken down into sections, under the supervision of Sectional Head overseeing a specific
function.

NC091 Sol Plaatje - Table A3 Budgeted Financial Performance (revenue and expenditure by municipal vote)

Vote Description Ref | 2020121 2021122 2022123 Current Year 2023/24 2024/25 Medium Term Revenue & Expenditure
Framework
R thousand Audited Audited Audited Original Adjusted Full Year Budget Year |Budget Year +1:Budget Year +2
0 o) Out Budget Budget Forecast 2024125 2025/26 2026/27

Revenue by Vote 1
Vote 01 - Executive & Council - - - - - - - - -
Vote 02 - Municipal And General 419,084 480,231 503,511 580,455 538,477 538,477 972,401 1,068,711 540,680
Vote 03 - Municipal Manager - - - - - - - - -
Vote 04 - Corporate Services 6,247 6,869 5432 6,961 7,261 7,261 6,161 6,538 6,318
Vote 05 - Community Services 90,521 106,478 124,394 109,495 120,851 120,851 124,361 131,460 139,026
Vote 06 - Financial Services 594,906 610,429 670,519 683,585 690,785 690,785 710,111 763,510 814,726
Vote 07 - Strategy Econ Development And Planning 9,357 17,626 6,867 8,015 27915 27,915 8,368 8,753 9,156
Vote 08 - Infrastructure And Services 1,056,784 1,157,181 1,223,713 1,545,325 1,574,725 1,574,725 1,709,105 1,847,432 1,998,271
Vote 09 - - - - - - - - - -
Vote 10 - - - - - - - -
Vote 11 - - - - - - - - - -
Vote 12 - - - - - - - - - -
Vote 13 - - - - - - - - - -
Vote 14 - - - - - - - - - -
Vote 15 - Other - - - - - - - - -

Total Revenue by Vote 2 2,176,898 2,378,815 2,534,437 2,933,837 2,960,015 2,960,015 3,530,507 3,826,403 3,508,177

6. Operating Expenditure Framework

The municipality’s expenditure for the 2024/25 budget and MTREF is informed by the following:

e The municipality’s current financial position

¢ Modelling of feasible and sustainable budgets over the medium term,

¢ Cognisance of international, national and local economic- and fiscal conditions,

e Expenditure limits set by realistic and realisable revenue levels

¢ Relevant (budget and other) legislative imperatives,

e Operational gains and efficiencies directed to fund areas of strategic priority and known
commitments.

e The principles of cost containment and elimination of wasteful expenditure, reprioritisation of
spending and attainment of savings.
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The following table presents the operational expenditure by type for 2024/25 MTREF. The tables also indicate, the % contribution and growth year on year for
each expenditure by type.

NC091 Sol Plaatje - Table A4 Budgeted Financial Performance (revenue and expenditure)

Description Current Year 2023/24 2024/25 Medium Term Revenue & Expenditure Framework
N % Adjusted % Budget Year % % Growth | %Growth | o et Year % hGrowth | o iget Year % "% Growth
Rthousand Original Budget | tribution | Budget |Contribution| 202425 |Contribution| 202024t | 202324t - o0 cns | Contribution] 20242% | 52026127 |Contribution| 20220 t0
204125 204/25 2025/26 2026/27
Original Adjusted
Expenditure By Type Budget Budget
Employee related costs 881,637 32.8% 910,366 32.7% 950,863 32.5% 7.9% 44% 997,950 32.0% 5.0% 1,048,566 31.4% 5.1%
Remuneration of councillors 35,559 1.3% 35,559 1.3% 37,077 1.3% 4.3% 4.3% 38,930 1.2% 5.0% 41,068 1.2% 55%
Bulk purchases - electricity 785,000 29.2% 790,100 28.4% 897,300 30.6% 14.3% 13.6% 988,900 31.7% 10.2% 1,087,790 32.6% 10.0%
Inventory consumed 305,900 114% 336,955 12.1% 319,605 10.9% 4.5% 5.1% 326914 10.5% 2.3% 345,465 10.3% 5.7%
Debtimpairment 317,500 11.8% 317,500 11.4% 355,246 12.1% 11.9% 11.9% 382,156 12.2% 7.6% 409,005 12.2% 7.0%
Depreciation and amortisation 86,650 3.2% 86,650 3.1% 89,700 3.1% 3.5% 3.5% 94,510 3.0% 54% 99,811 3.0% 5.6%
Interest 19,495 0.7% 20,055 0.7% 17,774 0.6% -8.8% -114% 15,874 0.5% -10.7% 13,730 04% -13.5%
Contracted senices 48,113 1.8% 56,913 2.0% 40,731 1.4% -15.3% -28.4% 42,744 1.4% 4.9% 48,700 15% 13.9%
Transfers and subsidies 4560 0.2% 3,560 0.1% 3,660 0.1% -19.7% 2.8% 4,767 0.2% 30.3% 4875 0.1% 2.3%
Irrecoverable debts written off - 0.0% - 0.0% - 0.0% - 0.0% - 0.0%
Operational costs 145,639 5.4% 159,253 5.7% 151,549 5.2% 4.1% -4.8% 159,880 5.1% 5.5% 170,494 5.1% 6.6%
Losses on disposal of Assets - 0.0% - 0.0% - 0.0% - 0.0% - 0.0%
Other Losses 61,200 2.3% 66,000 24% 65,000 22% 6.2% -1.5% 68,575 2.2% 55% 72,347 2.2% 55%
Total Expenditure 2,691,252 100.0% 2,782,911 100.0% 2,928,505 100.0% 8.8% 5.2% 3,121,201 100.0% 6.6% 3,341,849 |  100.0% 71%

The total operating expenditure budget amounts to R2,2928,505 billion for 2024/25 financial year. The budget increases by 5.2% when compared to 2023/24
Adjustment budget. The operating expenditure budget is presented by type, by vote and by functional classification as per Schedule A, attached as an annexure
to this report, See Table A1, A2, A3 and A4. These are some of major cost drivers than informs the expenditure framework for 2024/25 MTREF. The above table
further indicates the percentage contribution of each expenditure by type against overall operational expenditure budget. The Employee costs is 32.5% of the
total operational budget, whilst Inventory consumed and Contracted services amounts to 10.9% and 1.4% respectively, and Bulk purchases with a weighting of
30.6% and Debt impairment with a weighting of 12.1%. Operational costs comprise 5.2% the budget.
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Expenditure by type: Budget Year 2024/25 (R'000)

Depreciation and
amortisation
89,700
3.1%

Debt impairment
355,246
12.1%

Inventory consumed
319,605
10.9%

Operational costs
151,549
5.2%

Interest
17,774
0.6%

Transfers and subsidies
3,660
0.1%

Contracted services
40,731
1.4%

Bulk purchases - electricity

897,300
30.6%

Employee related costs
950,863
32.5%

Irrecoverable debts
written off

0.0%

0.0%

Losses on disposal of Assets

Other Losses
Remuneration of councillors 65,000

37,077 2.2%
1.3%

Indicated in the pie chart above is the weighting per expenditure type for 2024/25 financial year:
The major operational expenditure budget allocations include:

Employee related costs

Employee related costs amounting to R950,863 million equates to 32.5% of the total operating
budget. The 2024/25 cost of living increase was budgeted at 4.9%. As per the guideline of MFMA
Budget Circular 128, salary increases are 0.3% higher than the projected inflation target, due to
increases above inflation over the last few years. The Salary and Wage Collective Agreement for
the period 01 July 2024 to 30 June 2027 is not issued as yet, hence no changes to the projected
increases were effected. The municipality has the measure in place that leave can only be sold if
employees want to settle their arrear municipal accounts. No cash payment is done to the employee,
the non-cash transactions are handled internally from Payday to billing and subsequently allocated
to the municipal account.

Councillor’s remuneration

The municipality has an Executive Mayor with a Mayoral Committee System. Members of the
Mayoral Committee are also Chairperson of Municipal Systems Act Section 80, as well as
Chairperson of Committees established in terms of Section 79 of the same act. The Executive Mayor,
Speaker and Members of Mayoral Committee are full-time and are fully provided with tools of trade
and fully furnished offices. All other Councillors are part time. Indicated below is the budgeted

packages for councillors:
NC091 Sol Plaatje - Supporting Table SA23 Salaries, allowances & benefits (political office bearers/councillors/senior managers)

Disclosure of Salaries, Allowances & Benefits 1. Ref Salary Contributions| Allowances Pe::nnl?sa:sce ;:nlzflrs Total Package
No.
Rand per annum 1. 2,
Councillors 3
Speaker 4 1,049,015 1,049,015
Chief Whip -
Executive Mayor - 1,298,192 1,298,192
Deputy Executive Mayor -
Executive Commitiee - 9,867,224 9,867,224
Tofal for all other councillors - 24,862,139 24,862,139
Total Councillors 8 - - - 37,076,570 37,076,570
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Bulk purchases

Bulk purchases for this MTREF on refers to electricity with the total budget of R897 million. Bulk
purchases water has been transferred to Inventory consumed as per directive from National
Treasury and GRAP 12. The municipality have considered the guidelines for price increases as
informed by NERSA of 12.72% for bulk purchases which was based on the 2022/23 actuals of R672
million plus 18.62% increase for 20234/24. Costs of bulk constitutes 30.6% of operating expenditure
budget.

The total budget for bulk electricity is indicated in the table below:

NC091 Sol Plaatje - Supporting Table SA1 Supportinging detail to '‘Budgeted Financial Performance’

" Audited Audited Audited 2024/25 Medium Term Revenue &
Description Current Year 2023/24 .
Outcome Outcome Outcome Expenditure Framework
Original Adjusted Budget Year | Budget Year | Budget Year
R thousand 2020/21 2021/22 2022/23 Budget Budget 20924 s | o1 29025 oo | a7 29026I27
2022/23 2022123
Electricity bulk purchases 540,953 639,689 672,362 785,000 790,100 897,300 988,900 1,087,790
% Increase 18% 5% 17% 1% 14% 10% 10%

Interest

Interest consists of repayment of interest on long term borrowing. The amount budgeted for 2024/25
is R17,774 million, equivalent to 0.6% of the total operating expenditure budget.

Description Current Year 2023/24 2024/25 Medium Term Revenue & Expenditure Framework

R thousand Original Budaet Adjusted | Budget Year % Budget Year | Budget Year
9 g Budget 2024/25 |Contribution | +12025/26 | +22026/27

Interest 19,495 20,055 17,774 0.6% 15,874 13,730

Contracted services

Contracted services allocation is R40,731 million. Indicated in the table below is detailed budget per
major mSCOA line item. As per the table per line item, the bulk of the budget is allocated towards
commission for Prepaid electricity vendors and legal fees.

NC091 Sol Plaatje - Supporting Table SA1 Supportinging detail to '‘Budgeted Financial Performance’

2020121 2021122 2022123 Current Year 2023124 2024125 Medium Term Revenue & Expenditure
Description Ref Framework
Audited Audited Audited Original Adjusted Full Year Pre-audit Budget Year Budget Year +1{Budget Year +2
Outcome Outcome Outcome Budget Budget Forecast outcome 2024/25 2025/26 2026/27
Rth d
Contracted Services
Outsourced Services 4,023 6,891 11,217 8,383 30,278 30,278 18,077 8,326 8,849 13,247
Consultants and Professional Services 5,358 4,184 5,116 9,225 10,120 10,120 8,610 8,565 8,958 9,369
Contractors 31,270 27,088 11,953 30,505 16,515 16,515 10,734 23,840 24,937 26,084
Total contracted services 40,651 38,163 28,285 48,113 56,913 56,913 37,421 40,731 42,744 48,700
Per line item (R'000) - | Budget 2024/25 | Budget 2025/26 | Budget 2026/27
=225 - CONTRACTED SERVICES 40,731 42,744 48,700
C&PS: B&A AUDIT COMMITTEE 950 994 1,039
C&PS: B&A VALUER & ASSESSORS 350 366 383
C&PS: LAB SERV AGRICULTURE 15 16 16
C&PS: LEGAL COST ADVICE & LITIGATION 6,750 7,060 7,383
C&PS: LEGAL COST COLLECTION 500 523 547
CONTR: ELECTRICAL - - -
CONTR: EMPLOYEE WELLNESS 230 241 252
CONTR: GAS 5 5 5
CONTR: MAINTENANCE OF EQUIPMENT 5 5 5
CONTR: MAINTENANCE OF UNSPECIFIED ASSETS 3,600 3,766 3,939
CONTR: PREPAID ELECTRICITY VENDORS 20,000 20,920 21,882
CONTR: SEWERAGE SERVICES - - -
0S: B&A OCCUPATIONAL HEALTH & SAFETY 550 575 602
OS: B&A PROJECT MANAGEMENT 5,028 5,416 9,671
OS: BURIAL SERVICES 805 826 848
OS: CATERING SERVICES 243 254 266
0S: CONNECT/DIS-CONNECTION: ELECTICITY 500 523 547
OS: SECURITY SERVICES 1,200 1,255 1,313
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Inventory consumed

Indicated in the table below is the breakdown on Inventory consumed as per supporting table SA1.

NC091 Sol Plaatje - Supporting Table SA1 Supportinging detail to 'Budgeted Financial Performance’
202021 n222 | 202223 Current Year 2023/24 2024125 Medium Term Revenus & Expendifure
. Framework
Description Ref
Audited Audited Audited Original Adjusted Full Year Pre-audit | BudgetYear : BudgetYear : BudgetYear
Qutcome Qutcome Qutcome Budget Budget Forecast outcome 202425 +1 2025126 +22026/127
R thousand
Repairs and Maintenance by Expenditure ltem 8
Employee related costs 116,745 130,190 146,483 147,619 158,986 158,986 154615 170,075 178,551 187,795
Inventory Consumed (Project Maintenance) 17421 137 459 154,393 182,842 197,558 197,558 129,801 181,636 192,820 204,761
Contracted Services 3910 75 6,391 4,160 170 170 59 3795 3970 4,152
Operational Costs 4,948 5705 5302 7,287 7.120 1720 4523 6,613 6,931 7,265
Total Repairs and Maintenance Expenditure 9 243,024 273430 312,569 341,908 364,434 364434 288,997 362,118 382,273 403,973
Inventory Consumed
Inventory Consumed - Water - 41,302 43857 61,200 64,400 64,400 63,893 65,000 68,575 72,347
Inventory Consumed - Other 53,848 60,019 83224 244700 272,555 272555 64,451 254,605 258,339 273,118
Total Inventory Consumed & Other Material 53,848 101,321 127,081 305,900 336,955 336,955 128,344 319,605 326914 345,465

Inventory consumed - Water, previously bulk purchases water is budgeted at R65,000 million for the
2024/25 financial year. Inventory consumed — Other is budgeted at R254,605 million for 2024/25.

Repairs and maintenance by Asset class

The municipality manages more than 580km of tarred and paved roads and about 250km of dirt
roads. The management of roads includes storm water drainage system, kerbings, pavements and
sub-ways. There is no rail network under the management of the municipality. However, there is an
agreement in place for the maintenance of railway lines where the municipality has servitudes.

The municipality has an exclusive license for the distribution of electricity, as such it manages bulk
electricity infrastructure and network reticulation. The municipality also implements integrated
electrification projects within its jurisdiction.

The municipality has a major Sewerage Treatment Plant and other small sewerage treatment plants
across the city including Ritchie. As such boilermakers, fitters and turners as well as mechanic
workshops are part of resources of the municipality. The municipality extracts water from Riverton,
South of the City, located at about 35km. There is a purification plant as well as pump station in
Riverton. The bulk water distribution line stretches over 45 km from Riverton to Kimberley Water
Works where major reservoirs are located. This forms part of critical infrastructure of the municipality.

The municipality provides the refuse collection function and owns a fleet of refuse compactors in this
regard, that is need for replacement. The mechanical workshop also maintains municipal fleet. Only
in specific circumstances that the manufacturer or dealer maintains fleet.

Though the mSCOA has dealt away with the classification of expenditure by type as maintenance.
In as far as management reporting is concerned, the municipality has created reporting mechanisms
to ensure that adequate budgeting is allocated for the maintenance of infrastructure. Service delivery
and revenue generation are dependent on how well and efficient the infrastructure is operated and
maintained.

The table below indicates appropriation of budget for repairs and maintenance by asset class.
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NC091 Sol Plaatje - Table A9 Asset Management

Description

Ref

2020/21

2021122

202223

Current Year 202324

2024/25 Medium Term Revenue & Expenditure

Framework
R thousand Audited Audited Audited Original Adjusted I Full Year Budget Year {Budget Year +1;Budget Year +2
Qutcome Qutcome OQutcome Budget Budget Forecast 2024125 2025126 2026127
Repairs and Maintenance by Asset Class 3 243,024 273,430 312,569 341,908 368,204 368,204 362,118 382,273 403,973
Roads Infrastructure 47,389 46,030 55,439 71,980 67,826 67,826 72,566 76,452 80,813
Storm water Infrastructure 542 1,963 5,457 550 3,550 3,550 3,250 3,442 3,648
Electrical Infrastructure 57,938 60,972 63,100 85,857 83,778 83,778 89,291 94,232 99,535
Water Supply Infrastructure 44,102 60,085 70,657 56,220 69,304 69,304 60,347 63,666 67,041
Sanitation Infrastructure 24,371 30,149 41,842 42,718 46,750 46,750 47,577 50,099 52,819
Solid Waste Infrastructure 14,983 19,204 19,737 22,965 22,142 22,142 24,212 25,620 27,127
Rail Infrastructure - - - - - - - - -
Coastal Infrastructure - - - - - - - - -
Information and Communication Infrastructure - - - - - - - - -
Infrastructure 189,325 218,404 256,231 280,290 293,349 293,349 297,242 313,509 330,982
Community Faciliies 2,746 3,206 505 3,280 7,510 7,510 3,115 3,729 4,369
Sportand Recreation Faciliies 443 470 446 710 1,530 1,530 580 607 643
Community Assets 3,188 3,675 951 3,990 9,040 9,040 3,695 4,336 5,012
Heritage Assets - - - - - - - - -
Revenue Generating 6,991 7,195 8,614 9,776 10,739 10,739 10,711 11,291 11,914
Non-revenue Generating - = - = - = - = -
Investment properties 6,991 7,195 8,614 9,776 10,739 10,739 10,711 11,291 11,914
Operational Buildings 13,215 13,131 13,115 15,263 17,648 17,648 15,861 16,648 17,554
Housing - - - - - - - - -
Other Assets 13,215 13,131 13,115 15,263 17,648 17,648 15,861 16,648 17,554
Biological or Cultivated Assets - - - - - - - - -
Servitudes - - - - - - - - -
Licences and Rights - - - - - - - - -
Intangible Assets - - - - - - - - -
Computer Equipment - - - - - - - - -
Furniture and Office Equipment 1,183 1,139 963 1,664 1,368 1,368 1,520 1,611 1,707
Machinery and Equipment 24,900 26,087 27,357 25,592 29,826 29,826 27,696 29,107 30,595
Transport Assets 4,221 3,798 5,338 5,333 6,234 6,234 5,392 5771 6,208
Land - - - - - - - - -
Zoo's, Marine and Non-biological Animals - - - - - - - - -
EXPENDITURE OTHER ITEMS 287,242 306,905 343,490 362,107 399,477 399,477 428,558 413,595 436,808
Depreciation 7 69,409 63,881 70,060 81,050 81,050 81,050 86,650 91,153 96,166
Repairs and Maintenance by Asset Class 3 217,834 243,024 273,430 281,057 318,427 318,427 341,908 322,442 340,642
Roads Infrastructure 46,057 47,389 46,030 51,355 53,606 53,606 71,980 59,741 62,423
Storm water Infrastructure - 542 1,963 570 3,121 3,121 550 580 615
Electrical Infrastructure 52,173 57,938 60,972 67,247 67,897 67,897 85,857 75,255 79,611
Water Supply Infrastructure 37,718 44,102 60,085 49,386 68,771 68,771 56,220 59,504 63,169
Sanitation Infrastructure 20,370 24371 30,149 31,725 40,413 40,413 42,718 37,684 39,759
Solid Waste Infrastructure 13,991 14,983 19,204 21,968 21,608 21,608 22,965 24,328 25,768
Rail Infrastructure - - - - - - - - -
Coastal Infrastructure - - - - - - - - -
Information and Communication Infrastructure - - - - - - - - -
Infrastructure 170,309 189,325 218,404 222,251 255,416 255,416 280,290 257,183 271,345
Community Facilites 1,785 2,746 3,206 3,175 3,062 3,062 3,280 3,771 3,978
Sportand Recreation Faciliies 533 443 470 710 673 673 710 491 518
Community Assets 2,318 3,188 3,675 3,885 3,735 3,735 3,990 4,262 4,496
Heritage Assets - - - - - - - - -
Revenue Generafing 6,357 6,991 7,195 7,899 8,573 8,573 9,776 10,362 10,978
Non-revenue Generaiing - - - - - - - - -
Investment properties 6,357 6,991 7,195 7,899 8,573 8,573 9,776 10,362 10,978
Operational Buildings 12,760 13,215 13,131 15,281 19,018 19,018 15,263 16,109 17,016
Housing - - - - - - - - -
Other Assets 12,760 13,215 13,131 15,281 19,018 19,018 15,263 16,109 17,016
Biological or Cultivated Assets - - - - - - - - -
Servitudes - - - - - - - - -
Licences and Rights - - - - - - - - -
Intangible Assets - - - - - - - - -
Computer Equipment - - - - - - - - -
Furniture and Office Equipment 1,051 1,183 1,139 1,723 1,837 1,837 1,664 1,760 1,857
Machinery and Equipment 21,657 24,900 26,087 24,597 23,995 23,995 25,502 27,126 28,990
Transport Assets 3,383 4,221 3,798 5422 5,855 5,855 5,333 5,640 5,960
Land - - - - - - - - -
Zoo's, Marine and Non-biological Animals - - - - - - - - -
Mature -
Immature -
Living Resources
TOTAL EXPENDITURE OTHER ITEMS 287,242 306,905 343,490 362,107 399,477 399,477 428,558 413,595 436,808

Cost containment strategies

The municipality has taken note of cost containment regulations as well as MFMA Circular 97, on
cost containment. The cost containment policy has been approved by Council and must still be
reviewed. The following are incorporated in the budget assumptions:

e Sourcing of quotations has been centralised to SCM.
e Travel and accommodation: that travelling must be absolutely necessary. Attendance of
conferences and seminars that are paid for will be approved by the relevant Executive Director
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or Municipal Manager, and this must be linked to skills development and capacitation of the
individual.

Virtual meetings or seminars are encouraged.

The procurement of newspapers has been limited to the following sections: mayor and speaker’s
office, MM and Communication’s office and Libraries.

The procurement of bottled water, beverages and refreshments have also been stopped and
limited to the mayor and speaker’s office within reasonable limits. The procurement of diaries
was stopped.

The majority of all users have a limit on outgoing calls of fifty rand and each section carries that
cost including the rental cost per extension allocated. The municipality has installed vehicle
tracking devices to monitor use and abuse of municipal vehicle.

Purchase of furniture and the replacement of tools of trade such as computers, printers and
switching between laptops and desktops are now under scrutiny. The asset condition must be
analysed first, and efforts must be made to identify another user within the organisation prior to
replacing and disposing of the asset.

Implementation of strict controls over the use of council vehicles through monitoring the daily /
weekly fuel consumption against kilometres driven. Concerns have been raised on the fuel
consumption on vehicles. It should be noted that the fuel increases have negatively impacted on
this cost for departments.

Reducing overtime expenditure by implementing stricter control measures and apply the
Overtime Policy prescribing time off in lieu of overtime.

Leave sold is currently a non-cash item and leave can only be sold if an employee wants to settle
their arrear municipal account.
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Expenditure per and municipal vote

NC091 Sol Plaatje - Table A3 Budgeted Financial Performance (revenue and expenditure by municipal vote)

Vote Description Ref| 2020121 2021/22 2022123 Current Year 2023124 2024725 Medium Term Revenue & Expenditure
Framework
R thousand Audited Audited Audited Original ; Adjusted ] Full Year Budget Year {Budget Year +1;Budget Year +2
Out Out o) Budget Budget Forecast 2024/25 2025/26 2026/27

Expenditure by Vote to be appropriated 1
Vote 01 - Executive & Council 53,090 53,270 58,395 59,173 59,628 59,628 60,855 63,879 67,333
Vote 02 - Municipal And General 335,678 309,950 434,505 214,468 399,401 399,401 403,603 429417 458,629
Vote 03 - Municipal Manager 22,272 20,618 22,369 26,161 28,701 28,701 27,854 29,208 30,665
Vote 04 - Corporate Services 63,012 64,274 68,169 81,959 77,269 77,269 82,140 77,905 81,328
Vote 05 - Community Services 259,526 286,713 299,548 312,712 329,231 329,231 337,272 353,620 373,172
Vote 06 - Financial Services 126,380 126,129 131,248 237,712 160,249 160,249 166,217 174,321 183,292
Vote 07 - Strategy Econ Development And Planning 53,419 54,596 57,573 143,730 67,477 67,477 67,813 71,151 74,831
Vote 08 - Infrastructure And Services 1,252,983 1,399,107 1,524,086 1,615,337 1,660,955 1,660,955 1,782,750 1,921,698 2,072,598
Vote 09 - - - - - - - - - -
Vote 10 - - - - - - - -
Vote 11 - - - - - - - - - -
Vote 12 - - - - - - - - - -
Vote 13 - - - - - - - - - -
Vote 14 - - - - - - - - - -
Vote 15 - Other - - - - - - - - -

Total Expenditure by Vote 2 2,166,359 2,314,658 2,595,982 2,691,252 2,782,911 2,782,911 2,928,505 3,121,201 3,341,849

In the municipality’s pursuance to address service delivery, the bulk of the budget is geared towards
Infrastructure services, followed by Community services. The budget for Muni