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PART 1 - ANNUAL BUDGET

NEWCASTLE MUNICIPALITY PROFILE

NEWCASTLE MUICIPALITY PROFILE

According to the recent Community Survey (2016) conducted by Statistics SA, Newcastle Local
Municipality (KZN252) remains the highest contributor in terms of population growth within
Amajuba District Municipality. As of 2016, the population of Newcastle is recorded at 389 117
people, thus marking a 7.1 % increase (25 881 people) over a 5-year period from the year 2011
(363 236 people). This means that on average, Newcastle has experienced a 1,42% annual growth
rate, which translates to 5 176 people per year. Newcastle has also experienced a significant
increase in the total youth proportion of the population. In terms of the wider KwaZulu-Natal
Province, Newcastle ranks 2nd as the local municipality with the highest number of people when
compared to other local municipalities, with the highest being the Msunduzi Local Municipality.
The population of Newcastle is spread unevenly over 34 wards as per the outcomes of the recent

delimation process by the Demarcation Board, marking a 3 wards increase.

Furthermore, there has been a 7% increase (6 075) in the number of households within Newcastle
from 84 272 in 2011 to 90 347 in 2016, with the average household size remaining constant at 4.3
people per dwelling unit. In relation to other local municipalities within the KwaZulu-Natal
Province, in the year 2011, Newcastle Local Municipality was ranked 3rd after the Msunduzi and
uMhlathuze Local Municipalities respectively. However, recent statistical figures reveal that
Newcasle Local Municipality has dropped to 4th place after the Msunduzi, uMhlathuze, and
KwaDukuza Local Municipalities respectively. In terms of the 2nd and 3rd ranked local
municipalities, the reason for growth in the number of households without any significant growth
in the population thereof may be attributed to a general decrease in the average household size

thereof, from 3,9 to 3,6 people, and 3,3 to 3,0 people per household respectively.

Traditionally, the town of Newcastle started off as Post-Halt Number 2 on the journey between
Durban (then Port Natal) and the Zuid-Afrikaansche Republiek (Transvaal) and Johannesburg, It
was strategically positioned in the year 1854, by the Surveyor General of the Natal Colony, Dr. P.
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C. Sutherland. The city was later known as the Waterfall River Township because of the Ncandu
River and, in 1864, the town of Newcastle was founded on the site becoming the fourth settlement
to be established in natal after Durban, Weenen and Pietermaritzburg. Newcastle was named after
the British Colonial Secretary, the Duke of Newcastle and, in 1873 Newcastle became a separate
electoral division. In the year 1876, the Fort Amiel was built as a barrier against the Zulus, Fort

Amiel now being embraced as one of the significant national heritage sites.

In 1897, a sandstone construction of the town hall started and it was completed two years later in
1899. The town hall was constructed in commemoration of Queen Victoria’s diamond, the ‘60th
Jubilee.” The town was also used as a depot by the British during the First and Second Boer War.
It also functioned as a major transport junction and a popular stopover for wagons and post
chaises during the late 19th century. Newcastle also served as an arena when the British
preparation work for the Pretoria Convention of 1881 was done. In 1890, the first train arrived in
Newcaste and in the year 1891, Newcastle was declared a district with its own administrative unit.

The discovery of coal reserves brought a new era of prosperity and the planning of several

ambitious building projects.

Newcastle Local Municipality is one the three local municipalities that make up Amajuba District
Municipality, with the others being Dannhauser and eMadlangeni Local Municipalities. It is
located on the North-Western of the KwaZulu-Natal Province and borders onto Free State and
Mpumalanga Provinces to the West and North respectively. The local municipalities of
eMadlangeni and Dannahauser Local Municipalities are located along the Eastern and Southern
boundaries of Newcastle. Spatially Newcastle covers an area of approximately 1 854km? in extent.
A high majority of the people (80%) within Newcastle resides within the Newcastle East area,

which is predominantly township and semi-rural areas characterised by a general lack of adequate

infrastructure.

The boundaries of Newcastle Local Municipality were delineated in terms of the Municipal
Dermarcation Act, 1998 (Act No. 27 of 1998), and takes in account population movement trends,
regional economic patterns and the current land use pattern. Currently Newcastle has 34 wards
and out of these wards, wards 1, 6, 7, and 30 fall under the custodianship of the Tribal Authorities
(Inkosi u-Khathide and Inkosi u-Hadebe) held in trust on behalf of the Ingonyama Trust Board, in
terms of the KwaZulu-Natal Ingonyama Trust Act, 1994 (Act No. 3KZ of 1994). As mentioned
above, the population is spread unevenly amongst 34 wards with the majority of the population
residing in the Newcastle-East area. The boundaries are not just administrative, but are also

intended towards the promotions of social cohesion and economic development that’s mindfill to
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environmental sustainability, whilst at the same time strengthening the existing regionally

significant economic and functional linkages.

Newcastle Local Municipality is well placed to benefit from regional economic growth given its
strategic location at the nexus of major tourism, logistics, farming and industrial routes, and as the
seat of government in KwaZulu-Natal Province. It is located halfway between Johannesburg and
the harbours of Durban and Richards Bay, hence contributing to the export of manufactured goods
and supply to the large Gauteng market. Newcastle is also endowed with good access
infrastructure to the areas mentioned above, and such includes quality road and railway networks.
The town is situated on the national rail route between the Durban Container Terminal and City
Deep in the Gauteng Province, and has within its confines, a major rail exchange terminal,

supporting railway stations and extensive goods conversion/warehousing facilities.

The city’s local authority has jurisdiction over the surrounding maize, livestock and dairy farms
including the industrial areas such as Karbochem, Mittal Steel South Africa (previously
ISPAT/ISCOR), and the textile service industry. In addition, the city is also well endowed with
coal reserves hence opportunities for coal mining within the area. Arcelor Mittal produces over
105 million tons of steel products annually. Although the Arcellor Mittal steelworks and the
Karcbochem synthetic rubber plant dominate the Newcastle industrial portfolio, there is a wide
range of manufacturing undertakings sharing in the success of the region. Newcastle has

welcomed many Chinese and Taiwanese into the region with the addition of over a hundred textile

factories.

During the year 2002, the chrome chemical plant was completed in Newcastle which comes as a
clear reflection of the city’s industrial future. The joint venture project between Karbochem and
the German specialist manufacturing giant LANXESS has made Newcastle the largest producer of
chrome chemical in Africa. The company announced an investment of €40 million (almost R600
million) in 2012 towards the construction of a CO2 plant at its site. Mittal Steel also completed a
R400 million project to rebuild one of its coke batteries. Other large operations include a diamond

cutting works, various heavy engineering companies, steel reinforcement and slagment cement

factories.

The Blackrock Casino and Entertainment Hotel provides much entertainment to Newcastle and
the surrounding areas. The Newcastle Mall which was constructed by Zen Prop as a R500 million
investment, is found adjacent to the Black Rockcasino and Entertainment Hotel, and it serves as a

one-stop shopping destination for the wider region of Northern KwaZulu-Natal. Current and
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planned urban developments within Newcastle entail the new multi-storey Civic Centre, the 80
million expansion of the Victoria Mall, the Meadowlands Estate in Madadeni (residential estate),
major extensions and upgrade of the Madadeni Hospital (Northern KwaZulu-Natal Regional
Hospital), a R100 million upgrade of the Madadeni Police Station, the Vulintaba Estate, more
development at the corner of Allen street along the Trim Park, the new Audi dealership next to
Newcastle Mall (Aquarand), Spar at corner Allen and Memel Road, planned Mercedes-Benz and
dealership next to the Newcastle Mall (Aquarand), the development of the Heartlands Dry Port
next to the train station, and the possible extension of the Newcastle Airport (Newcastle Airport
Techno-hub). From the 1880s, Newcastle experienced rapid economic growth. Today Newcastle

has the largest concentration of industry in the North-Western KwaZulu-Natal region.

There has been a 23.04% decline in the level of unemployment within Newcastle, from 87 619
(60.48%) in 2001 to 37 686 (37.44%) in 2011. In terms of unemployment by gender, the highest
concentration is amongst the female population. With regards to formal employment by sector

" within Newcastle Municipality, trade/retail is the highest employer of the population at 8 888 as of
July 2012, followed by Government services at 18 324. Government services as an employment
sector is closely followed by manufacturing at 6 419, and subsequently finance at 5 375. As of
2013 the GDP of Newcastle was recorded as occupying 80.20% of the total GDP (0.7%)
generated by Amajubé District within the KwaZulu-Natal Province.

In terms of the Human Development Index (HDI — the composite measure of life expectancy,
education, and income used to measure human development), Newcastle is currently sitting at
0.57 which is deemed by the United Nations Development Programme as being medium human
development index. The Gini Coefficient (the measure of inequalities) in Newcastle assumes a
municipality working towards addressing inequalities. In the year 2002 inequality was estimated
at 0.65 and in 2012 it was estimated to be 0.62 hence marking a move towards perfect equality.
Regarding the levels of poverty, Newcastle has also experienced a decrease from 56.0% in 2002,
51.0% in 2006 and 44,4% in 2012. The annual income per capita of Newcastle Municipality is
currently sitting at 29 264 thus meaning that the majority of individuals within Newcastle earn R2

438,66 per month hence falling above the global poverty line of $1,25 per day based on the dollar

—rand exchange rate.
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1.1 MAYOR’S REPORT

MAYORAL FOREWARD DRAFT BUDGET: 2024/25

By D X Dube

Mayor: Newcastle Municipal
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2. DRAFT BUDGET RESOLUTIONS

It is hereby recommended:

(a) That in terms of section 24 of the Municipal Finance Management Act, 56 of 2003, 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 and single year capital

appropriations be approved;
(b) That the funding sources to fund both operating and capital budgets be noted and approved;

(c) That the Municipality's annual allocation of R170.1 to uThukela Water for the provision
of bulk water be approved;

(d) That in terms of section 24(2)(c)(i) of the Municipal Finance Management Act, 56 of 2003, and
sections 74 and 75A of the Local Government Municipal Systems Act, 32 of 2000 as
amended, the tariffs for the supply of water, electricity, waste services, sanitation services and
property rates as set out Tariff of Charges that were used to prepare the estimates of revenue
by source, be approved with effect from 1 July 2024 for all services, except for water and
electricity consumption, which be levied on the new tariff with effect from 01 August 2024;

(e) That the Tariff of Charges be approved and be applicable with effect from 01 July 2024; SED: BTO

(fy That water, refuse, sewer and sundry tariffs be increased by 6% with effect from 01 July 2024.

(g) That property rates tariffs be increased by 6% and impermissible for all properties be capped
at 85 000 with effect from 01 July 2024;

(h) That the electricity tariff be increased by increased by 11.23% with effect from 01 July 2024
and it be noted that the municipality is still awaiting for the approval of the municipal electricity

tariff increase from NERSA,;

(i) That bulk electricity purchases be increased by 12.75% as per NERSA's guideline of the Eskom
tariff increase.

(i) Thatin terms of the Indigent Policy, the monthly household eamings of an indigent application be
capped at R5000.00 per month (under 60 years) and R6000.00 per month (over 60 years)

(k) That indigent benefit package be approved as follows:
Electricity consumption : 50 kW/h
Water consumption 16Kl
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Electricity availability : 100%

Water availability : 100%
Sewer : 100%
Refuse : 100%
Property rates 1 100%
Rental on municipal property : 75%

(I) That the rate rebates be capped and approved as follows:

Pensioners : 25%
Flood victims 1 50%
Bread and breakfasts businesses ' 10%

Business development with
Property greater than R50 million:

from 0-4 years : 40%
from 5-6 years : 25%
from 7-8 years :10%
from 9 years onwards 1 0%

(m) That the assessment from Provincial Treasury on adjustments budget 2023/24 be noted;

(n) That the budget related policies listed below be noted and approved;

o That the Draft Service standards ne noted and approved;
¢ Retention policy be noted approved

¢ the Budget Funding Plan be approved;

¢ That the Budget Policy be approved;

o That the Tariff Policy be approved,;

e That the Rates Policy be approved;

¢ That the Indigent Policy be approved;

e That the Customer Care, Credit Control and Debt Collection Policy be approved;

e That the Provision for Doubtful Debt and Debtors Write-Off Policy be approved;

Newecastle Municipality 2024/25 to 2026/27 Draft Budget 13



e That the Supply Chain Management Policy be approved,;
e That the Cash and Investment Management Policy be approved;
e That the Asset Management Policy be approved;

¢ That the Petty Cash Policy be approved;

¢ That the Virement Policy be approved;

e That the Funding and Reserves Policy be approved;

e That the Borrowing Policy be approved;

o That the Loss control Policy be approved;

e That the Short-term Insurance Policy be approved;

e That the Cost Containment Policy be approved;

e That the Protective Clothing Policy be approved

e That the Property Rates By-Laws be approved;

e That the Tariff By-Laws be approved;

e Internship policy be noted and approved;

e Skills Programme Policy be noted and approved;

Newecastle Municipality 2024/25 to 2026/27 Draft Budget
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e Recruitment Policy be noted and approved;
e |T Security Policy be noted and approved;

e Bursary Policy be noted and approved.

Report prepared by:

Report seen by:

DX DUBE PKZ KUBHEKA

PORTFOLIO COUNCILLOR STRATEGIC EXECUTIVE DIRECTOR:
BUDGET AND TREASURY OFFICE BUDGET AND TREASURY OFFICE
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3. EXECUTIVE SUMMARY

3.1 INTRODUCTION

The 2024/2025 draft budget is a consolidated operational and capital budget of R3.1 billion which
has been developed with an overall planning framework and includes the programmes and
projects to achieve the minimum strategic objectives of Newcastle Municipality as per the IDP.
This budget has been set against the back and the current slow economic growth, escalating
debtors, historical commitments on loans and creditors, while at the same time take cognisance in
respect of burden to consumers through rates and services. Economic challenges continue to put
pressure on municipal revenue generation and its ability to collect revenue in the 2024/25
financial year, hence a very conservative approach was adopted when projecting revenue and
receipts based on the current payment factors. It is however hoped that, with Budget Funding Plan

(BFP) strategies to enhance revenues, the payment factor will start to show a positive trend during

the budget year.

Despite these challenges, it remains the mandate and responsibility of the municipality to sustain
service delivery through this budget by reprioritising expenditure to ensure key objectives are
achieved. Provision in this budget continue to support government’s commitment to broadening
service delivery and expanding investment in infrastructure, especially through capital projects,
while at the same time considering the limited fiscal environment upon which this budget was
prepared. The budget has further been structured to contribute to the municipality achieving the
minimum strategic objectives of the IDP, taking into account the effect of limited resources. The
National Treasury’s MFMA circulars were used to guide the compilation of the 2024/25 budget.

Furthermore, the budget format and the content incorporate the requirements of the Municipal

Budget and Reporting Regulations.
The following principles were applied in formulating the draft budget:

- The municipality’s Budget Funding Plan;

- Cost containment strategies;

- National economic outlook and its impact on local government;
- Affordable, realistic budget;

- Realistic and achievable collection rates;

- Budget to contribute to achieving strategic objectives of the IDP;
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This

Repayment of loans to be properly provided for, with no new loans planned for;
Repayment of old debts on bulk supplies;

Capital expenditure to be mainly funded from grants;

Indigent subsidy for water and electricity be limited to the national guidelines;
Indigent subsidy package to include property rates,;

Revenue driven budget with a view to achieve affordability;

budget was not crafted without challenges. The main challenges experienced can be

summarised as follows:

The on-going difficulties in the national and local economy which necessitated costs
containment measures as required by Treasury circulars;

National Treasury austerity measures with minimal growth on conditional grants;

Slow economic growth and unemployment, coupled with the fact that, a number of key
industries are shutting down businesses in the area of Newcastle;

Inadequate allocation for repairs and maintenance due to funds limited;

Limited capital infrastructure injection with limited provision for future maintenance due
to limited resources

Inability to extend capital budget projects in terms of the IDP, other than those funded by
grants and already on the business plans.

Inability to provide for the approved organogram in line with mSCOA regulations;

Bulk electricity and water tariff increase above the increase in revenue tariff increase,

which implies additional burden to the municipality to provide electricity and water

function.
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3.2 OVERVIEW OF THE 2024/2025 BUDGET

OPERATING BUDGET

The operating budget, which funds the continued provision of services provided by the
municipality, is projected to increase from the adjusted budget of R2.7 billion in 2023/24 to R2.9
billion in 2024/25, representing an increase of R154.1 million. The bulk of the operational budget
is consumed by the fixed costs of the municipality of R2.7 billion of which R22.7 is funded
through Provincial and National grants. This includes employee cost, SALGA membership fees
bulk water and bulk electricity purchases, IT licences, Cemetries Licences, Finance charges,

Insurance, Bank Charges, Property valuations, depreciation, debt impairment to mention but few.

There has been a reduction in the provision for finance charges due to the cost containment
measures being implemented by the municipality. This is the indication that the municipality is
serious about its path towards cost containment of non-core functions and reprioritisation of

service delivery functions. The increase in the overall operating budget is mainly due to the

provision of the following:

- Costs of bulk purchases of electricity and water due to tariff increases;

- Increased costs of employee related costs due projected annual salary increase;

OPERATING REVENUE

Total operating revenue is projected at R2.8 billion in the 2024/25 financial year, representing an

increase of R171.8 million from the current year’s adjusted budget of R2.6 billion.
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The major items of the operating revenue for the 2024/25 financial year are as follows:

Details 2024/2025 % of Total Revenue
R'000
Electricity 870 386 31.07%
Water 237 039 8.46%
Sanitation / sewer 142 374 5.08%
Refuse 114 956 4.10%
Property rates 423 760 15.13%
Grants and subsidies 696 093 24.85%
Other revenue 19 487 0.55%
g;tbetl:)ersst on outstanding 4140 0.15%
Rental of facilities 11 643 0.42%
Fines 7 600 0.27%
Interest on investments 5591 0.20%

The following is the analysis of the revenue sources which have had the main impact in the

increase in revenue:
¢ Electricity services: R870.4 million, increase of R6.5 million (0.75%)

Electricity tariffs are expected to increase by 11.23%. It must be noted that this tariff increases as
per the NERSA tool, which was recommended by NERSA that all municipalities must use to
come up with their tariff of charges for electricity. The tariff seems to be lesser when compared to
the previous year’s tariff of 16.65%, which then have the impact of R6.5 on the draft budget
2024/25. Cognisance should also be taken that this percentage increase of 11.23% above the
inflation rate of 4.9%, however this increase is based on the cost the municipality has incurred in
the 2023/24 in providing the electricity. Furthermore, this tariff might increase on finalisation of
budget after considering the draft budget projections when draft budget has been approved since
currently it is on based in the previous year’s actuals. The revenue figure of R870.4 million is net

of the cost of free basic service of R7.4 million in respect of electricity as required in terms of the

Budget and Reporting Regulations.

e Water services: R237.0 million, increase of R16.9 million (7.71%)

Newcastle Municipality 2024/25 to 2026/27 Draft Budget 19



Water tariffs are expected to increase by 6% in the 2024/25 financial year. The increase of 6% in
tariffs is expected to generate additional revenue of R16.9 million (7.71%), from R220.1 million
in the current adjusted budget to R237.0 million in the 2024/25 financial year. The revenue figure

of R237.0 million is net of the cost of free basic services of R11.5 million in respect of water as

required in terms of the Budget and Reporting Regulations.

It must be mentioned that National Treasury has also issued the Budget Circular which requires all
municipalities to use the tariff budget tool to determine their tariffs. The percentage increase of
6% in all services charges and property other than electricity we have used the old approach.
However, we have started to complete the tariff tool which still requires National Treasury’s

reviews. In the finalisation the tariff of 6% might increase/ decrease after completion of the whole

exercise.
Refuse removal: R114.9 million, increase of R5.2 million (4.71%)

Refuse removal tariffs are expected to increase by 6% in the 2024/25 financial year. The increase
of 6% in tariffs is expected to result in an increase in revenue of R5.2 million (4.71%), from
R109.8 million in the current year’s adjusted budget to R114.9 million in the 202/25 financial
year. The revenue figure of R114.9 million is net of the cost of free basic services of R17.3

million in respect of refuse removal as required in terms of the Budget and Reporting Regulations.

e Sanitation: R142.4 million, increase of R11.9 million (7.72%)

Sanitation tariffs are expected to increase by 6% in the 2024/25 financial year. The increase of 6%
expected to generate additional revenue of R11.9 million (7.72%), from R154.3 million in the
current year’s adjusted budget to R142.4 million in the 2024/25 financial year. The revenue figure

of R142.4 million is net of the cost of free basic services of R19.6 million in respect of sanitation

as required in terms of the Budget and Reporting Regulations.
e Property rates: R423.8 million, increase of R27.1 million (6.84%)
Property rates tariffs are expected to increase by 6% in the 2024/25 financial year, while the

impermissible amount will be remain at R85 000. The increase in the property rates tariffs is

expected to result in an increase in revenue of R27.1 million (6.84%), from R396.6 million in the
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current year’s adjusted budget to R423.8 million in the 2024/25 financial year. The revenue figure
of R423.8 million is net of the rates rebates and indigent benefit of R73.8 million as required in
terms of the Budget and Reporting Regulations. Furthermore, it must be mentioned that the
municipality has embarked in the valuation of properties in line with the Local Government
Property Rates Act 6 of 2000, which requires that all municipalities to establish fair and equitable

valuations methods, Newcastle municipality embarked to this process which is still in progress

pending finalisation of objection period.

e Sale of goods & rendering of Services: R7.2 million, increase of R338 thousands

(4.9%)

Sale of goods and rendering of Services has been appropriated to comply with the mSCOA
reporting requirements. This component includes revenue generated from rendering of service
other than service charges. These are services that the municipality produces or partly produces.
While other revenue includes all other income not elsewhere classified. This item has been

projected to increase by 6% from the adjusted budget of R6.9 million to R7.2 million in the
2024/25 draft budget.

e Other revenue: R8.3 million, increase of R387 thousand (4.90%)

Sundry tariffs will be increased by 6% and are expected to generate revenue of R8.3 million in the
2024/25 financial year. This represents an increase of R387 thousand (4.9%) from the budget of
R87.9 million in the current year’s adjusted budget to R8.3 million in the 2024/25 financial year.

¢ Operational Transfers recognised: R696.1 million, increase of R91.4 million (15.22%)

Revenue from grants. and subsidies is expected to generate operating revenue of R696.1 billion in
the 2024/25 financial year. This represents an increase of R91.4 million (15.22%) from the budget
of R604.2 million in the current year’s adjusted budget to R696.1 million in the 2024/25 financial
year. These operating grants include the equitable share, the Finance Management Grant (FMG),
Expanded Public Works Programme and various other provincial grants from department of Arts
and Culture and the Department of Human Settlements. A portion of the Municipal Infrastructure
Grant (MIG) and Water Services Infrastructure Grant (WSIG) have also been included in the
operating grants in order to deal with capacity operational issues in the department of Technical

Services, disaster grant is also included to deal with the maintenance of floods events within
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jurisdiction of Newcastle. In addition is the amount of R30 million for housing projects which was
received years ago for the completion of housing projects. It must be further mentioned that in the
Provincial Gazette the municipality has noted allocations from Housing for the implementation of
Informal Human Settlements, that allocation is not included as part of our revenue, since it doent
meet the criteria to be recorded in our books. The appropriation of grant transfers in the budget has

been made in accordance with the Division of Revenue Act and the provincial gazette.
¢ Fines: R7.6 million, increase of R355 thousand (4.90%)

Revenue for fines is expected to generate revenue of R7.6 million in the 2024/25 financial year.
This represents an increase of R355 thousand (4.90%) from the budget of R7.2 million in the
current year’s adjusted budget to R7.6 million in the 2024/25 financial year. Fines will be imposed
in accordance with the traffic laws and regulations and will be influenced by law enforcement and

the behaviour of road users in the jurisdiction of Newcastle.
o Interest on investments: R5.6 million, increase of R261.2 thousands (4.90%)

Interest on investments is expected to generate revenue of R5.6 million in the 2024/25 financial
year. This represents R261.2 increase of (4.90%) from the budget of R5.3 million in the current
year to R5.6 million in the 2024/25 financial year. Interest will be earned based on the value of the

investments that the municipality will make with various financial institutions for any additional

funds during the financial year.

e Interest on exchanged & non-exchanged outstanding receivables: R4.1 million,

increase of R193 thousands (4.9%)

Interest from receivables (debtors) has been split to cater for interest charged on outstanding
debtors from exchanged revenue and non-exchange revenue, in line with the mSCOA version 6.8
chart. The interest charged on exchanged revenue is projected to be R993 thousands while non-
exchanged revenue is projected at R3.1 million. Interest on exchanged revenues includes interest
that is levied on overdue business accounts, this includes interest on electricity, water, refuse and

sanitation; while non-exchanged receivables is interest levied on businesses for property rates.

e Rental of facilities: R11.6 million, increase of R543 thousand (4.9%)
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Tariffs from rental of municipal facilities will be increased by 6% and is expected to generate
revenue of R11.6 million in the 2024/25 financial year. This represents an increase of R543

thousand (4.9%) from the adjusted budget of R11.1 million in the current year to R11.6 million in
the 2024/25 financial year.

e Licences: R35 thousand, increase of R1 thousand (4.9%)

Tariffs from licences will be increased by 6% and is expected to generate revenue of R35
thousand in the 2024/25 financial year. This represents an increase of R1thousand (4.9%) from the
budget of R34 thousand in the current year’s budget to R35 thousand in the 2024/25 financial

year.

e Inflation target
The municipality has noted MFMA, Circular 128 which came while the municipality had already
resumed the process of the draft budget. The municipality has used MFMA, Circular 126 in the
compilation of the draft budget 2024/25 financial year. In terms of the National Treasury’s budget
circular No.126, the projected inflation rate for 2023/24 is 5.3%. It is noted that the tariff increases
of 6% for rates and services and 11.23% for the electricity are slightly above the projected CPIX
projection of 4.9 but within the South African Reserve Bank inflation ceiling of 6% for rates,
water, sewer, refuse and sundry services. Conscious must be made that these tariffs might be far
lower than the cost to provide for a particular service. This is evidenced by the electricity tariff of
R11.23, which was derived by the NERSA tariff tool which considered all the costs involved in
providing for electricity. With all tariffs the municipality will consider using NERSA tool and

National Treasury tariff tool.
OPERATIONAL EXPENDITURE

Total operating expenditure is projected at R2.9 billion in the 2024/25 financial year, representing
an increase of R154.1. million (5.56%) from the current financial year’s budget of R2.8 billion to

the proposed draft budget of R2.9 billion. The municipality’s expenditure for the 2023/24 budget

is informed by:

e National Treasury budget and cost containment measures circulars

e Relevant legislative imperatives,

e Expenditure limits set by realistic and realisable revenue levels,
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¢ National, Provincial, and local economic and fiscal conditions,

e NERSA bulk tariff for electricity.

The major items of the operating expenditure for the 2024/25 financial year are as follows:

Details 2024/2025 % of Total Budget
R'000
Bulk purchases 745 201 25.48%
V)
Other materials 174 154 3.95%
1]
Employee related costs 770 698 26.35%
Depreciation 397 716 13.60%
Debt impairment 285207 9.75%
Other expenditure 137750 4.71%
Finance Charges 30300 1.04%
Remuperatlon of 28 442 0.97%
councillors.
261 622 8.95%

Contracted services

The following are expenditure items included in the budget:
¢ Employee Related Costs: R770.6 million, increase of R62.7 million (8.3%)

Employee related costs has increased from R770.6 million of the adjusted budget to
R770.6million, representing an increase of R62.7 million (8.3%). The assumptions are based on
the budget funding plan strategies to keep the existing warm bodies, this includes all positions
which are on the VIP system from July 2023 to date. Another assumption is made to the
municipality’s affordability and reprioritization where we intend on improving service delivery
and not to increase salaries by CPIX and Notch, in the current year, rather in the new MTREF
where it is believed that our revenue based would have been improved by then. Furthermore, in a
past 2 years the group life benefit was removed after taking into consideration the outcry of
officials with the level of poor service and reduced benefits from the scheme. This employee cost

is 26.36% of the total operational budget which is within the accepted benchmark of 25%-40%.
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In addiﬁon, it must be further mentioned that the municipality can only afford this percentage at

this stage due to cash flow challenges.

¢ Remuneration of Councillors: R28.4 million, an increase of R1.5 million (5.4%)

Remuneration of councillors is projected to be R28.4 million, representing an increase of R1.5
million (4.40%) from the current year’s adjusted budget of R26.9 million. The projection is based
on the 2023/24 expenditure trends and the fact the MEC has not made any increases on the

councillors’ upper limited for the past 4 years.
e Bulk Electricity Purchases: R745.2, an increase of R91.1 million (13.92%)

Expenditure on bulk electricity purchases is projected at R745.2 million, representing an increase
of R91.1 million (13.92%). The tariff used on bulk is from NERSA which is projected to be
11.75%. This tariff is slightly higher than the electricity tariff levied to consumers which

demonstrate that the municipality is already budgeting for deficit on electricity charges.
¢ UThukela Water Entity: R170.1 million, an increase of R14.6 million (9.39%)

The municipality’s contribution to uThukela Water increased from R155.5 million to R170.1
million which represents an increase of R9.39 million. This provision is in line with MFMA,
Circular 14, which requires bulk water to be treated as inventory. On the statement of financial
performance (A4) is the projection for bulk water planned to be consumed while statement of
financial position (A6) reflects water purchased from uThukela which is on stock. This circular
requires lot of engagement with engineers, technical officials to ensure that everything as
stipulated is budgeted for. The municipality will ensure that contents of the Circular are

understood by all stakeholders involved in technically, budgeting and reporting.

Furthermore, the municipality has engaged uThukela water on draft budget 2024/25 in line with
Chapter 4 of the MFMA, Section 21. After carefully consideration of their request the
municipality concluded by budgeting the average percentage from their requests which is 9.3, that
percentage has been used to project for the 2024/25 draft budget bulk water. The municipality is

still trying different ways to prevent water losses which adds a strain to the budget.
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Debt impairment: R285.2 million, a decrease of R22.9 million (7.4%) & Irrecoverable debts
written off: R93.7 a decrease of R4.3 million (4.9%)

The municipal has projected to incur R285.2 million on debt impairment, representing a decrease
of R22.9 million (7.4%) from the original budget of R308.1 million to the reduced proposed draft
budget of R285.2 million. The provision and the decrease is based on the collection rate versus the
amount expected to be billed in the budget year and the writes offs projected in line with debts
management policy. Irrecoverable debts written-off are receivables which cannot be traced and
collected. In the current year the council has approved write-offs amounting to R93.7 million, this
has no effect on budget and cash flow. Same amount has been projected on the operational

revenue for reversal of write-off, it must be noted this is just the accounting entry.
Depreciation: R397.7 million, an increase of R18.6 million (4.9%)

Provision for depreciation has been projected to be R397.7 million, representing an increase of
R18.6 million (4.9%) from the adjusted budget of R379.1 million. The provision is based on the
municipality’s asset register the expected lives of the assets. The increase is attributable to the
projected capital expenditure and the infrastructure projects which were completed during the
current financial year. The asset register is being monitored and the municipality is embarking on
the plans to dispose old items which might change the value of municipal assets. This item will be

looked closely on the finalisation of the 2024/25 —2026/27 MTREF.
e Finance Charges: R30.3 million, a decrease of R2.2 million (6.90%)

Expenditure on interest on loans is projected to be R30.3 million, representing a decrease of R2.2
million (6.90%) from the current year’s adjusted budget of R32.5 million. The estimation of
finance charges of R30.3 million is based on the amortisation schedules of the loan portfolios of
the municipality and the loan agreements with the financial institutions, which is expected to last
for at least for the next seven years. The decrease is also based on the fact that the municipality
won’t be taking new loans but rather the fleet will be purchase on rent to buy basis. Included on

this amount of R30.3 million are finance charges for the hire purchase of fleet.

Contracted services: R261.6 million, a decrease of R9.4 million (3.46%)
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Expenditure on contracted services is projected to be R261.6 million, representing a decrease of
R9.4 million (3.46%) from the current year’s adjusted budget of R270.9 million. The decrease is
due to the removal of Human Settlement Grant for the implementation of informal houses. It
must further be mentioned that included on the contracted services is repairs and maintenance
which are outsourced, professional fees outsourced due to expertise required which the

municipality do not have. Contracted Services are funded from Grants R130.7 million and

internal funding R130.9 million.
Other materials: R174.2 million, an increase of R6.2 million (4%)

Included under material is uThukela water as mentioned on page 27 of this document as well as
other operational costs which are acquired from stores which contributes to repairs and
maintenance overheads. Expenditure on materials is projected at R4.1 million, other than that of
bulk water. On this R4.1 expenditure meet the definition of repairs and maintenance, of which
R120 thousands is grant funded and R7.9 is internally funded. Apart from uThukela Water

included in this item are the materials for the cleaning of municipal buildings, cleaning of halls,

parks, chemicals, cleansing material, pest control.

e Other expenditure: R137.8 million, a decrease of R13.9 million (9.17%)

Other expenditure is projected to be R137.8 million, representing a decrease of R13.9 million
(9.17%) from the current year’s adjusted budget of R151.7 million. The increase is mainly due to
the additional provision for departmental rates and services due to revenue tariff increases. While
it is noted that this draft budget seems to compromise operations however, it is hoped that

measured employed to increase the revenue base will work at the benefit of the municipality.

OPERATING SURPLUS/DEFICIT

The operational budget therefore yields an operating deficit of R123.8 million. It is noted that the
operating deficit has decreased by R18.1 million when compared with the budgeted deficit of
R141.9 million in the current year’s adjusted budget. It remains the commitment of the
municipality to comply with MFMA Circular No.72 and 126, which encourages municipalities to
adopt a surplus position over the MTREF with a view to achieve and maintain financial stability
of the municipality. It must also be recorded that the municipality’s budget is not yet funded as it

unable to provide all provision as indicated in table A8. The municipality has however submitted a
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Budget Funding Plan, which is aimed to achieve a funded budget by 2026/27 financial year. At
this stage, it is important that the municipality remains committed to the strategies and targets of

the funding plan.

CAPITAL BUDGET

The municipality’s capital budget is projected to be R177.1 million, consisting of R172.4 million
to be funded from government grants, and R4.7 million to be funded from internally generated
funds. This is in line with the strategies on the BFP which encourage grant funding. The summary

of the capital budget over the medium terms is depicted as follows:

Details 2024/2025 % of total
R'000 expenditure
Total Capital Budget 177 086 100%
Funded as follows:
Grant funding 172 376 97%
Internal funding 4710 3%
177 086 100%

Government grants continue to fund the bulk of capital programme over the next three financial

years, covering about 97% of the capital expenditure in the 2024/25 financial year. Due to the

current cash flow position, the municipality has no plans to take new loans.

The capital budget summarised by asset type can summarised as follows:

ASSET CLASS 2024/2025 % of total
R’000 Expenditure
Energy sources 22 344 12.62%
Water distribution 52191 29.47%
Waste water management 12 000 6.78%
Machinery and Equipment 1 560 0.88%
Roads & Transport 56 050 31.65%
Furniture & Equipment 1230 0.69%
Sport 28 964 16.36%
Community & Social Services 29 0.02%
Computer Equipment 2050 1.16%

Newcastle Municipality

2024/25 to 2026/27 Draft Budget

28



Heritage Assets 267 0.15%
Transport Assets 400 0.23%
TOTAL CAPITAL BUDGET 177 086 100%

The municipality will be spending the bulk of its capital programme towards basic infrastructure,

with R56.1 million towards roads and storm water, R52.2 million towards water infrastructure,

R12 million towards sanitation infrastructure, R22.3 towards electricity infrastructure as well as

R28.9 million towards sports infrastructure. A further R2 million will be spend on tools of trade

and other community assets.

The following is the list of capital projects which will be implemented over the medium-term

period:

2024/25 PROPOSED
DEPARTMENT PROJECT DESCRIPTION FINANCE SOURCE DRAFT BUDGET
CORPORATE SERVICES OVERHEAD PROJECTOR AND PROJECTION SCREEN INTERNAL FUNDING 50000
CORPORATE SERVICES PURCHASE OF VEHICLES INTERNAL FUNDING 400000
COMMUNITY SERVICES CONSTRUCTION OF SPORTSFACILITY (OLD CASINO)  |SPORTS AND RECREATION GRANT 20000 000
COMMUNITY SERVICES GRASSCUTTER INTERNAL FUNDING 70000
COMMUNITY SERVICES ___|FURNITURE FOR COMMUNITY HALLS INTERNAL FUNDING 400 000
COMMUNITY SERVICES ROAD MAKING MACHINE INTERNAL FUNDING 90000
COMMUNITYSERVICES | AMPHITHEATRE: PHASE 3 MUSEUM GRANT 217000
COMMUNITYSERVICES | ARTPURCHASES MUSEUM GRANT 29000
COMMUNITY SERVICES CONSTRUCTION OF WHEELCHAIR RAMP ATART G o110 o n o 50000
DEVELOPMENT PLANNING &|NEIGHBOURHOOD DEVELOPMENT PARTNERSHIP GRA[ NEIGHBOURHOOD DEVELOPMENTPARTNERSHIP GRAI 20 000 000
DEVELOPMENTPLANNING &|FURNITURE AND EQUIPMENT ACCREDITATION 500 000
BUDGET& TREASURY OFFICH FURNITURE AND EQUIPMENT INTERNAL FUNDING 300000
BUDGET & TREASURY OFFICEMACHINERY & EQUIPMENT INTERNAL FUNDING 100 000
BUDGET & TREASURY OFFICHITEQUIPMENT INTERNAL FUNDING 2000000
TECHNICAL SERVICES BLAAUWBOSCH BULKWATER MUNICIPAL INFRASTRUCTURE GRANT 8703375
TECHNICAL SERVICES CONSTRUCTION & REHABILITATION OF JR2 ROAD MUNICIPAL INFRASTRUCTURE GRANT 10000 000
TECHNICAL SERVICES VILIOENPARK BULK WATER & SANITATION MUNICIPAL INFRASTRUCTUREGRANT 13000 000
TECHNICAL SERVICES UPGRADE OF MADADENI WASTEWATER TREATMENT  [MUNICIPAL INFRASTRUCTURE GRANT 1000000
TECHNICAL SERVICES UPGRADE & REFURBISHMENT OF BULK SEWER PIPELIN [MUNICIPAL INFRASTRUCTURE GRANT 11000 000
TECHNICAL SERVICES CONSTRUCTION OF SPORTS FACILITY - MIG MUNICIPAL INFRASTRUCTURE GRANT 8964576
TECHNICAL SERVICES PIPE REPLACEMENT AND UPGRADE PROJECT MUNICIPAL INFRASTRUCTUREGRANT 30487 876
TECHNICAL SERVICES FURNITURE EQUIPMENT MUNICIPAL INFRASTRUCTURE GRANT 30000
TECHNICAL SERVICES CONSTRUCTION OF MADADENI TARED ACCESS ROADS |MUNICIPAL INFRASTRUCTUREGRANT 13050546
TECHNICAL SERVICES CONSTRUCTION OF OSIZWENI TARRED ROADS ward 9, {MUNICIPAL INFRASTRUCTURE GRANT 13000 000
TECHNICAL SERVICES CHARLESTOWN BULKWATER SUPPLY MUNIGIPAL INFRASTRUCTURE GRANT -
TECHNICAL SERVICES UPGRADE OF VOORTREKKER PUMPSTATION & ASSOCIA/MUNICIPAL INFRASTRUCTURE GRANT -
TECHNICAL SERVICES CONSTRUCTION OF 11kv SWITCHING STATION- CAPRIGINTEGRATED NATIONAL ELECTRIFICATION PROGRAMMI 7700000
TECHNICAL SERVICES CONSTRUCTION OF 132/11kv STATION- EQUARAND | INTEGRATED NATIONAL ELECTRIFICATION PROGRAMM 14 644 000
TECHNICAL SERVICES HIGH VOLTAGE TEST EQUIPMENT 1300000

177 086 373
COST CONTAINMENT MEASURES
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In line with S62(1)(a) of the Municipal Finance Management Act No.5 of 2003 which requires the
accounting officer to be responsible for managing financial administration of a municipality, the
Minister of Finance in his budget speech on 24 February 2016 announced cost containment
measures for the entire public sector. The Minister emphasised the need to reduce excessive and
wasteful expenditure, and that action be taken to manage unnecessary expenditure. The
municipality is already implementing several measures in this regard. These measures have
mainly been driven by the Municipal Manager’s and the Budget and Treasury Offices. The
municipality already adopted the Cost Containment Policy, which focuses on our high-cost drivers

that must be contained and curtailed. Below are high-cost drivers for the municipality:

DRINKING WATER QUALITY

The municipality complies within the required Blue Drop status in terms of the quality of water
being provided to the citizens of Newcastle. Water test samples are being provided in all water

storages to ensure that necessary standards is being met before water is distributed to

communities.
WASTE WATER MENEGEMENT QUALITY

The municipality complies within the required Green Drop status in terms of the quality of waste
water management being provided to the citizens of Newcastle. While it is acknowledged that the
is a challenge of sewer infrastructure in areas currently not zoned under Newcastle Municipality,
the municipality doe reach out to such areas using the VIP desludging system. The municipality

further distributes VIP toilets in areas where water-bone sewer is not yet available. The larger part

of Newcastle Municipality does have the necessary sewer system.

BUDGET FUNDING PLAN
At the beginning of the financial year, the municipality had submitted its annual budget both to

National and KZN Provincial Treasury, which budget was declared as unfunded upon assessment.
The assessment was such that, it will be impractical for the municipality to come up with a funded

budget within one financial year. The municipality was then required to adopt the Budget Funding

Newecastle Municipality 2024/25 to 2026/27 Draft Budget 30



Plan together with the Budget, which will be implemented until such time that the budget is fully
funded. The Council of Newcastle Municipality had since tabled a Budget Funding Plan (BFP) as
required by Treasury, which was developed in response to the municipality’s current financial

situation. Detailed explanation on Annexure F.

HIGHLIGHTS ON THE NEW BUDGET REPORTING STANDARD (mSCOA)

As all municipalities were required by National Treasury to be fully mSCOA compliant as of 01
July 2017, Newcastle municipality has made stride in ensuring compliance. The implementation
of mSCOA is an ongoing process and the adjustment budget has been prepared in compliance
with the regulations and in schedule A; V6.8; as attached in Annexure D. However, it must be
mentioned that while the draft budget has been prepared on the financial system other tables are
still inaccurate pending finalization of other mSCOA business processes which should integrate.
The progress on the finalisation of budget module is around 70%. This integration will go a long

way in ensuring alignment between the approved budget and monthly and quarterly budget

statements.

COMPLIANCE WITH MUNICIPAL BUDGET REPORTING REGULATIONS

The draft budget 2024/25 to 2026/27 MTREF has been prepared in compliance with the
Municipal Budget Reporting Regulations format and all other requirements. Schedule A

consisting of all required tables is attached as Annexure D for this purpose.
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4. BUDGET TABLES AND RELATED CHARTS

As attached in Annexure D - Schedule A tables
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| PART 2 — SUPPORTING DOCUMENTATION

1. OVERVIEW OF BUDGET PROCESS

Budgeting is primarily about the choices that the municipality has to make between competing
priorities and fiscal realities. The budget process is an effective process that every local
government must undertake to ensure good governance and accountability. The process outlines
the current and future direction that the municipality would follow in order to meet legislative

stipulations. The budget process enables the municipality to optimally involve residents and other

stakeholders in the budgeting process.

The budget preparation process is guided by the following legislative requirements:

¢ Municipal Finance Management Act;

¢ Municipal Budget and Reporting Regulations;
e Municipal Systems Act; and

e Municipal Structures Act.

Section 21 of the MFMA requires that a time schedule setting out the process to draft the IDP and
the budget be tabled ten months before the financial year. In compliance with this requirement the
IDP and budget time schedule was tabled before council in August 2023 as per the provisions of
the act. The main objective of the timetable is to ensure integration between the Integrated
Development Plan, the budget and aligned process towards tabling a balanced budget. The tabling
of the 2024/25 Medium Term Budget for the Newcastle Municipality laid the foundation by which
strategic functions within the municipality could apply sound financial planning and management
over the medium to long term. It facilitates the critical alignment of planning, budgeting and

sustainable service delivery in line with Newcastle’s vision as enshrined in the IDP.

The purpose of the 2024/25 budget is to comply with the Municipal Finance Management Act
(No. 56 of 2003) and is a financial plan to enable the municipality to achieve its vision and
mission through the IDP which is informed by our five-year programme and
community/stakeholder inputs. The tabled budget is a start of a journey towards the final budget
for approval. It will be followed by many processes both politically and administratively, amongst
others, consultations with communities in the municipal area. In December 2023, budget
instructions were issued to departments by the Budget and Treasury Office. Staff budget

requirements were also reviewed for
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budgetary purposes with an intense scrutiny of human resource needs and assessment of the

critical vacancies.

A budget workshop and budget steering committee was held during February 2024 which focused
on the state of financial affairs, limited resources and how the budget will be allocated to
departments. The workshop further dealt with past performance trends of operating budget and
capital budget, identified budget approach going forward and set the criteria and basis to be used
in the appropriating financial resources amongst municipality’s functions during budget processes.
Budget meetings were also held with various departments and the Management Committees to
provide detailed clarity on the budget preparation. At these meetings, budget strategy, budget
policies and the alignment of the budget with the IDP were discussed. The IDP’s strategic focus
areas informed the development of the budget, in addition to assessing the relative capacity to

implement the budget, taking affordability considerations into account.
1.2 POLITICAL OVERSIGHT OF THE BUDGET PROCESS

The key to strengthening the link between priorities and spending plans lies in enhancing political
oversight of the budget process. Strengthening the link between Government’s priorities and
spending plans is not an end in itself, but the goal should be enhanced service delivery aimed at
improving the quality of life for all people within the municipality. Section 53(1) (a) of the
MFMA, states that, the mayor of a municipality must provide political guidance over the budget
process and the priorities that must guide the preparation of the budget. The Management
Committee and the Executive Committee will use the budget process to advise Council
accordingly in this regard. Political oversight of the budget process allows government, and in

particular, the municipality to manage the tensions between competing policy priorities and fiscal

realities.

1.3 PROCESS FOR CONSULTATIONS WITH EACH GROUP OF STAKEHOLDERS
AND OUTCOMES

Local government policy and legislation put great emphasis on municipalities developing a culture
of community participation and the creation of appropriate and relevant community participation
mechanisms, processes and procedures. The municipality prides itself of enjoying the reputation

of actively engaging many of its citizens as possible in its planning, budgeting, implementation
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and monitoring processes. In order to strengthen public participation, the municipality will be

rolling out its budget programme to all wards in the municipal area, during the year.

The municipality will be conducting the public consultation meetings with the local communities,
in order to engage on the draft budget. The consultation process will also include the radio,
newspaper platforms with various stakeholders. Accordingly, the tabling of the draft Budget in
council will be followed by the extensive publication of the budget documentation in the local
newspapers, libraries, and all municipal public areas. Copies of the tabled budget in both
electronic and printed formats will be submitted to National Treasury as well as the Kwazulu-
Natal Provincial Treasury and the Provincial Department of Co-operative Governance and
Traditional Affairs. The tabled budget will also be published on the council’s website. In terms of
the Municipal Systems Act and in conjunction with the Municipal Finance Management Act,
hearings on the budgets are planned to take place physically prior to the final budget being
adopted by council in late April 2024, where the Mayor will officially respond to budget

submissions expected to be made by various stakeholders. The key target groups for the budget

hearings will include:

e Ratepayers Association
e Newcastle Business Chambers;
e Farmers Association; and

e Political Parties
1.4 SCHEDULE OF KEY DEADLINES RELATING TO THE BUDGET PROCESS

The budget time schedule for the compilation of the 2024/25 budget cycle was tabled in August
2024, well before the start of the budget year and in compliance with the MFMA. The plan was

accordingly implemented and reviewed where considered necessary to do so.

The following table reflect the activities and key deadlines that were included in the schedule.

Key Deadlines

DATE ACTIVITY RESPONSIBILITY

e 10 months before start of the budget year:
August 2023 Tabling of time schedule outlining key deadlines | Mayor/MM
to the municipal Council as per MFMA S21(b).
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DATE ACTIVITY RESPONSIBILITY
e Roll over process begins
e Advertising of budget and IDP time schedule.
e Conclude initial consultation and review policies,
September confirm priorities, identify other financial and
2023 non-financial parameters including government | MM/CFO
allocations, and the financial outlook in order to
needs and to review fiscal strategies.
e Preparation of Departmental financial Planner.
»  Meeting with Mayor, Exco and Manco to discuss
the strategic direction and objectives for the
2022/23 fiscal strategies and to discuss the budget
preparation process of the budget framework to | MM/BTO
provide parameters and request budget inputs for
October 2023 2022/2023.
» Departmental Cost Reflective Tariffs.
=  Assess impact on tariffs and charges.
. Finalize inputs from bulk resource providers | BTO
(NERSA, uThukela) and agree on proposed price
increase.
Submit all Budget related policies for review.
= Revenue assumptions
® Fixed cost projections
= Preparation of budget guidelines.
November » yThukela and Technical Service discussion of
Bulk water and water losses. BTO/HR
2023 = Submission of guidelines to Budget Steering
Committee for comments.
= Invitation of Treasury for Annual Review of
Budget related Policies.
= [Invitation of Treasury to conduct training on cost
reflective tariffs.
December e Submission of budget guidelines to Departments | BTO
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DATE ACTIVITY RESPONSIBILITY
e Departmental visit to departments
2023
o MSCOA workshop.
e Preparation of Mid-year Review
e Mid-year submitted to portfolio, EXCO &
Council (before 25 January)
January 2024 BTO/MANCO
e Review the proposed National and Provincial
allocations for incorporation into the draft budget.
e Report back on progress with Budget inputs.
o Finalize operational and capital budget, finalize
all budget related policies.
February . Extended MANCO and
¢ Adjustments budget approval
2024 EXCO
e Bilateral engagement of mid-year review
¢ Review of Budget Funding Plan.
Budget Workshop:
e Discussion of budget inputs, link capital and
_ ) EXCO
March 2024 operational plans to IDP and determine
) MANCO
proposed tariffs.
e Validation of budget on the financial system
Draft Budget:
e 90 days before the start of the budget year,
Council must consider approval of the draft
budget.
e Submit the draft multi-term operational and
March 2024 ) o MAYOR, MM, CFO
capital budget and all budget related policies for
approval.
¢ Provincial treasury engagement on Adjustment
budget.
e Alignment of IDP, Budget & SDBIP
Public Consultation Process:
o ) MAYOR
e Submission of approved budget both printed
. ) EXCO
April 2024 and electronically to COGTA, National and MM
Provincial Treasury.
CFO

e Submission of the Draft Budget Data Strings
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DATE

ACTIVITY

RESPONSIBILITY

e Make public notice in terms of S22, 75 of the
MFMA and 21A of the Municipal Systems
Act.

e Public Consultation on draft budget
throughout the municipality in terms of
Chapter 4 of the Municipal Systems Act
(including budget related Policies for Annual
Budget & SDBIP).

e Bilateral engagement with  Provincial

Treasury on the Draft Budget

May 2024

Respond to Public Comments in terms of S23 of
the MFMA.

e Response to public comments and sector
comments.  Incorporate recommendations
into draft budget.

e Alignment of IDP, Budget & SDBIP

Approval of Final Budget - MFMA S24.

e Approve the final multi-term operational and
capital budget together with the adoption of
resolutions that may be necessary.

e Submission of Data Strings for the Original

Budget

MAYOR
BTO
MM

CONCIL

June 2024

Publication of Annual Budget.

e Submission of the approved budget printed and
electronically to COGTA, National and
Provincial Treasury, S22(b).

e Make public notice in terms of S22(a), 75 of the
MFMA and 21A of the Municipal Systems Act.

e Bilateral engagement with Provincial Treasury on
the Final Budget

e Validation of budget on the financial system.

MM
BTO
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DATE

ACTIVITY

RESPONSIBILITY

July 2024

¢ Budget is uploaded on the production system.

e Submission of locking certificate in terms of

S74(1) of the MFMA

BTO
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2. OVERVIEW ALIGNEMENT OFANNUAL BUDGET WITH INTEGRATED
DEVELOPMENT PLAN

The municipality’s Integrated Development Plan (IDP) is its principal strategic planning
instrument, which guides and informs its on-going planning, management and development
actions. The IDP represents the municipality’s administration’s commitment to exercise its
executive authority (except in cases where it is in conflict with national or provincial legislation,
in which case such legislation prevails), and is effectively the local government’s blueprint by
which it strives to realise its vision for Newcastle in the short, medium and long term. However,
while the IDP represents the strategic intent of the municipality, it is also compiled with the
understanding that a number of challenges will need to be overcome in order to achieve the
strategic objectives it sets out. Some of these challenges are known, while others are as yet

unknown and may arise at any time due to any number of local, national and international

economic, political or social events.
2.1 KEY NATIONAL AND PROVINCIAL GUIDING DOCUMENTS

To ensure that the municipality is a more responsive, efficient, effective and accountable local
government, we will outline, precisely how we intend to translate our long term 2035
Municipality Vision into an effective plan that aligns the municipal budgets, monitoring and
evaluating mechanisms as well as timeframes for delivery. The municipality has taken the
strategic direction to achieve closer alignment between the Long-Term Development objectives
and its IDP. The development of the strategic approach for the municipality is guided by — but not

limited to — the following;

National Development Plan (Vision 2030)
The intention of this plan is to improve service delivery for citizens of South Africa, whilst

integrating national, provincial and local policies and programmes into a single, target orientated
and long term-based plan. In this plan a collective approach of improving the lives of the citizens
is applied, and communities themselves have a role to play in this regard. The Spatial component

of the NDP which is the Integrated Urban Development Framework provides a macro spatial

context for urban development at a national level.

Delivery Agreement Outcome 9
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The aim of Delivery Agreement: Outcome 9 is to ensure a responsive, accountable, effective and
efficient local government system so as to restore the confidence of citizens in the local
government sphere. As such municipalities need to ensure that the basic needs of commounities are
met; build clean, effective, efficient, responsive and accountable local government; improve
performance and professionalism and strengthen partnerships between local government,
communities and civil society. Whilst primarily there is a reporting line to Outcome 9, the

municipality also reports on Outcome 8 which concentrates on human settlements.

National Priorities: SONA (State of the Nations Address 2024)

The State of the Nation address for the 2024 confirmed the President Cyril Ramaphosa’s
commitment to the electricity crisis and improve the economy of the country which has been hit
by the impact of the pandemic. The President admitted that the country is facing serious

challenges but said action was being taken to address them. The following are some key points

from the State of Nation Address:

e Economic reconstruction and recovery planning — Infrastructure development;

¢ Economic reconstruction and recovery planning — Industrialisation and local production;
e Economic reconstruction and recovery planning — Energy security;

¢ Economic reconstruction and recovery planning — Employment stimulus;

¢ Strengthening economic reforms: State —owned enterprises

e Strengthening economic reforms: Building a capable state;

e Strengthening economic reforms: State —owned enterprises

e Fighting crime and corruption by giving focus to Gender Based Violence;

Towards an Integrated Urban Development Framework

A key objective of government is to facilitate economic growth, job creation and reduce poverty
and income inequality. The framework for integrated urban development is a key governmental
initiative to realise this objective because it leverages the potential of our cities and towns, which
are South Africa’s engines of growth and job creation. Urban areas offer the advantages of
economic concentration, connectivity to global markets, the availability of new technologies and
the reality of knowledge economies. Given the challenges/ that urban areas face, there is a need to
forge a sustainable growth vision for our urban and rural spaces that will guide our development

priorities and choices. As such the framework begins to identify key levers.

Provincial Priorities (State of the Province Address 2024)
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The Premier, Honourable Nomsa Dube, highlighted key intervention areas for the province that
would influence the IDP for municipalities. In the SOPA the alignment of the IDP, PGDS and the
NDP were stressed. In the speech the KZN Premier listed the priority Interventions which remain

the foundation of the Provincial Growth and Development Plan. The Interventions are:

Building a thriving economy and job creation;
Industrialisation through Special Economic Zones;
Promoting clothing and textile industry

Harnessing export capacity;

Promoting tourism growth and development;

Promoting regional airports;

Digital Hubs, ICT and innovation;

Establishment of coastal smart cities to realise Vision 2030;
Radical Economic Transformation through Operation Vula Programme;
Radical Agrarian Socio-economic Transformation;
Environmental sustainability;

Re-igniting economic growth through infrastructure development;

The Premier also stressed on the alignment of all the above interventions with a view to create a
progressive and a viable province aimed at achieving national strategies. The alignment of the

provincial action plan with the President’s State of the Nation Address remain the priority of the

provincial government of KwaZulu Natal.

Provincial Growth and Development Strategy

In line with the National vision 2030, the Provincial Growth and developmental Strategy will
ensure economic growth and improved quality of life in KwaZulu-Natal. An integrated service
delivery mechanism will be applied by various stakeholders in an effort to create employment
opportunities, skills enhancement, effective and efficient governance, human and community
development, improved infrastructure and adequate utilization of spatial form. The PGDS is

currently under review to ensure that the plan meets the objectives of the National Planning

Commission as well as the SDG’s.
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Long Term Development Framework

Many town and cities around the world are competing with one another on the local global open
market to become economically competitive and in doing so, are inadvertently creating
unsustainable environments. Against this background then, it is clear that the municipality has
indeed a direct role to play in the facilitation and management of long-term planning and

development processes that consider the issue of sustainability.

2.2 DEVELOPMENT CHALLENGES

Significant strides have been made to address the key development challenges in the municipality.
While significant progress has been made in all areas, there is still some distance to go towards

addressing the following challenges:

e High rates of unemployment and low economic growth;

¢ High levels of poverty;

e Low levels of skills development and literacy;

¢ Limited access to basic household and community services;

e Increased incidents of HIV/AIDS and communicable diseases;

¢ Unsustainable developmental practises;

¢ Ensuring adequate energy and water supply;

¢ Infrastructure degradation;

e Ensuring financial sustainability;

e Ineffectiveness and inefficiency of inward-looking local government still prevalent in the

municipality.

The essence of the Newcastle Municipality’s IDP is to achieve a balance between meeting basic

needs, strengthening the economy and developing people skills and a technology base for the

future.
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2.3 MUNICIPAL STRATEGIC PRIORITY AREAS

In order to achieve our vision and to address the development challenges, there are a number of
key strategic priority areas which need to be taken into consideration. These priorities lead to the
creation of structures which support, house and associate other actions and activities — the
building blocks around which actions and prioritisation take place. It also acts as a point of

leverage for creating a sustainable municipality that is caring and liveable.
2.4 POLITICAL PRIORITIES AND LINKAGES TO THE IDP

The IDP is an all-encompassing plan which provides the framework for development within a
municipality. It aims to co-ordinate the work of local and other spheres of government in coherent
plans to improve the quality of life for all the people living in the area. All operating and capital
programs in the 2024/25 medium-term budget have been assessed through a prioritisation
mechanism that was developed to ensure that there is alignment to the development strategy of the
municipality. The IDP formed the basis of the priorities identified in the strategic plan and all
resources are focused on the achievement of the priorities. The Mayor, Ward councillors, ward
committees, and the full council full an active part in the community based planning and ensuring

that budget takes to the priorities of the IDP.

2.5 IDP OVERVIEW

The Municipal Systems Act requires that each Municipality prepare an Integrated Development
Plan to serve as a tool for transforming local governments towards facilitation and management of
development within their areas of jurisdiction. The IDP is a five year plan whose principal
purpose is to ensure the development of the local community in an integrated manner which
involves strategic business units within the municipality, relevant strategic stakeholders and the
community. This draft IDP marks the new 5™ generation of the five years period of the new

Council which occupied office in November 2021.

2.6 IDP PROCESS AND STAKEHOLDER PARTICPATION
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The IDP is prepared every five years and reviewed yearly to inculcate a democratic approach to
local governance by ensuring all stakeholders get an opportunity to voice their opinions in
influencing the shape, form, direction and pace of development in their localities. The
municipality is committed to addressing the needs of the people and values the inputs from
communities and stakeholders. The IDP draft process plan for 2024/2025 was presented to the
Executive Committee and is included in the draft IDP for consideration. The plan specified

timeframes, actions and procedures and appropriate mechanisms for public participation and

alignment.

The fifth generation of Newcastle’s Integrated Development Plan (IDP) was initiated in 2021 and
seeks to address community needs and how the municipality will achieve same over the next five
years. As set out in the Municipal Systems Act (2000), a stakeholder consultation process is
necessary. Of critical importance is for the municipality to ensure that there is thorough
consultation with the community and strategic stakeholders. The review of the five-year plan in

2021/22 has provided further opportunity for the citizens to actively participate in the
development of the IDP.

2.7 LINK BETWEEN THE IDP AND THE BUDGET

In compliance with the Municipal Structures Act (1998) and Municipal Financial Management
Act (2003), our municipal budget is informed and aligned to the IDP objectives. The IDP
determines and prioritises the needs of the community. The budgetary allocations for both the
capital and operating expenditure are undertaken in a manner that will not only ensure that our
IDP outcomes are achieved but also to ensure that our municipality’s 2035 vision is realised. The

2024/25 Annual Budget has therefore been directly informed by the revised 5% generation IDP

process.

We have come a long way in capital budgeting — away from departmental budgeting. Based on
such nationally developed models, the municipality is able to link its budget with its programmes,
and is able to adequately spread its capital budget geographically as well in accordance with the
IDP. In terms of the operating budget we have made excellent progress but are now more
committed than ever to ensure that critical operating budget resources are prioritised in terms of
stated IDP outcomes. More importantly, the Performance Management System (PMS) allows the

municipality an opportunity to monitor and evaluate organisational performance in meeting our
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IDP outcomes and vision. As with previous year’s, our IDP remains the strategic driver of both

our budget and performance management system.

3. MEASURABLE PERFORMANCE OBJECTIVES

3.1 KEY FINANCIAL RATIOS / INDICATORS

The benchmarks reflected in the table below are based on the actual audited results of the

municipality for the 2022/23 financial year:

Financial Benchmark Basis of calculation 2024/2025

Debt to Asset Ratio Total debt / Total Assets 0,10

Debt to Revenue Total debt / Total Income 16.0%

Average Interest Paid on Debt Interest Paid / Total Interest-Bearing Debt 7.0%

Capital Charges to Operating Interest and Principal Paid / Operating

Expenditure Expenditure 21.0%

Interest as a % of Operating

Expenditure Interest Paid / Operating Expenditure 1.0%

Current Ratio Current Assets / Current Liabilities 0.83

Creditors System Efficiency % of Creditors paid within terms 75%
Total units purchased less units sold / Total

Electricity Distribution Losses | units purchased 8%
Total units purchased less units sold / Total

Water Distribution Losses units purchased 34%

The financial benchmarks reflected in the table indicate a favourable financial state, however, one
needs to indicate that the bulk of assets of the municipality include Property Plant and Equipment,

as well as consumer debtors, which the municipality is struggling to convert into liquid cash.

Debt to Asset Ratio:
The ratio indicate the leverage ratio that defines the total amount of debt to assets. The ratio of

0.10% indicates the ability of council total debtors to cover for total liabilities.
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Debt to Revenue:

The ratio indicate the extent of total borrowings in relation to total operating revenue. The purpose

of to provide assurance that sufficient revenue will be generated to repay liabilities.

Capital charges to Operating Expenditure:

Capital charges to operating expenditure (the measure of cost of borrowing in relation to the

operating expenditure) compares unfavourably to the acceptable norm of around 9%.

Current ratio:
This ratio measures the short-term liquidity, that is, the extent to which the current liabilities can

be paid from the current assets. The higher the ratio, the healthier is the situation. The ratio of 0.84
- 1 is below the norm of 1.5 and indicates that the municipality’s current assets are not adequate to

cover for short term liabilities. This is a clear indication that the municipality facing serious cash-

flow challenges.
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3.2 FREE AND SUBSIDISED BASIC SERVICES

Municipalities play central role in supporting economic development and alleviating poverty. The

provision of basic services is a critical input to social well-being and economic activity. Newcastle

Municipality comprises both rural and urban areas as well as wide spread of income groups. Due

to variation in living environment, the municipal area has a number of households who currently

do not have access to all services.

The basic social package is an affirmation of the municipality’s commitment to push back the

frontiers of poverty by providing a social welfare to those residents who cannot afford to pay,

because of adverse social and economic realities. The social package will also assist the

municipality in meeting its constitutional obligations. The estimated cost of social package

amounts to R74.7 million for the 2023/24 budget year.

Details of initiatives carried out by Newcastle Council in this regard are detailed below:

Newcastle Municipality

Million

Service Social Package (R)

All residential property owners are exempt from paying
Assessment Rates rates on the first R85,000 of the property value. Indigent 17.4

residents will receive 100% rebates on rates.

The first 6kl of water is free to all residents qualified as 10.6
Water indigents in terms of the policy

The first 50kwh of electricity is free to all residents 10.3
Electricity qualified as indigents in terms of the policy

Refuse is free to all residents qualified as indigents in terms 16.9
Refuse of the policy

Sewer is free to all residents qualified as indigents in terms 19.4
Sewer of the policy
Indigent Support 74.7
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The cost of indigent benefit to the tune of R74.7 million is funded from the equitable share
provided by the National Government, which amount is based on the estimated +£9 000 number of
indigents currently in the Indigent Register. The assistance to the qualifying households is
regulated by Council budget related policies which are reviewed annually based on modelling the
impacts of the tariffs on all residential properties. An additional R67.3 in respect of rates rebates

will be funded internally by the municipality and will be recognised as revenue foregone in the

2024/25 budget.
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4. OVERVIEW OF BUDGET RELATED POLICIES

The MFMA and the Municipal Budget and Reporting Regulations require budget related policies
to be reviewed, and where applicable, to be updated on an annual basis. The main purpose of

budget related policies is to govern and guide the budget process and inform the projections of the

medium term budget.

4.1 DRAFT POLICY AND POLICIES REVIEWED

The following policies have been amended and/or reviewed and attached with the budget for

consideration. Draft Budget Policies are attached as Annexure G:

- Budget Policy

- Tariff Policy
- Rates Policy

- Indigent Policy
- Credit Control & Debt Collection Policy

- Bad write off Policy
- Supply Chain Management Policy

- Cash and Investment Management Policy

- Asset Management Policy

- Petty Cash Policy

- Virement Policy

- Funding and Reserves Policy

- Borrowing Policy

- Loss Control Policy

- Short-term Insurance Policy

- Cost Containment Policy

- Protective Clothing and Equipment Policy
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- Property Rates Bylaw
- Tariff Bylaw

- Retention Policy

Protective Clothing Policy
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5. OVERVIEW OF BUDGET ASSUMPTIONS

Budget assumptions and parameters are determined in advance of the budget process to allow
budgets to be constructed to support achievement of the long-term financial and strategic targets.
The assumptions and principles applied in the development of this budget are mainly based upon
the guidelines from National Treasury and other external bodies such as NERSA, SALGA,
Government Departments and the major service providers. A number of assumptions that guide
growth parameters have been built around the projected increase in the inflation (CPIX), being

4.9% for the 2024/25 financial year. Budget narratives has been explained in detail from page 19 to

29 of this document.

OPERATIONAL BUDGET

The municipal fiscal environment is influenced by a variety of macroeconomic control measures.
National Treasury determine the ceiling of year-on-year increases in the total operating budget,
whilst NERSA regulates electricity tariff increases. Various government departments also effect

municipal service delivery through the level of grants and subsidies.

The following key assumptions underpinned the preparation of the medium-term budget. Revenue

are projected to increase by the following percentages:

Revenue source 2024/2025 2025/2026 2026/2027
Property rates 6% 6% 6%
Electricity 11.23% 12.23% 13.23%
Water 6% 6% 6%
Sanitation 6% 6% 6%
Waste/Refuse 6% 6% 6%
General Sources of Revenue 6% 6% 6%

The projected increases in the expenditure items are as follows:

Expenditure source 2024/2025 2025/2026 2026/2027
Employee related cost 8.3% 8.0% 7.9%
Electricity budget purchases 12.75 13.75% 14.75%
Water budget purchases 9.39 4.9% 4.5%
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The increase in employee related costs is based on the South African Local Government Bargaining
Council multi-year wage agreement. The projected increases in the upper limits of councillors is
based on the upper limits for the remuneration of councillors for the current financial year, and the
4.9% estimated increase during the 2024/25 financial year. The tariff increase of 12.75% is based
on the NERSA’s guideline on municipal tariffs increase for ESKOM bulk electricity purchases.

Expenditure in respect of repairs and maintenance has been increased by 4%. While it is
acknowledged that the costs of providing such goods and services may be more or less than what is
projected, the municipality will however employ stringent budget monitoring and control measures
to ensure that the municipality operates with the approved budget on these items. Also, the
municipality has been very effective in ensuring that expenditure is prioritised and reallocated on

service delivery functions, such as the repairs and maintenance.

CAPITAL EXPENDITURE

The municipality’s capital expenditure has been funded from a mix of government grants and
internally generated funds. About R172.4 million is expected to be received from government
grants and the balance of R4.7 million from internally funds. Based on DORA and the provincial
gazette, it is expected that all grants appropriated in the medium-term budget will made available by
the National and Provincial governments. Where grants are withheld or additional grants made
available during the budget year, such will be addressed by way of an adjustment budget. Internally
generated funds is expected to be realised from refunds which will be claimed from the SARS

capital VAT input as well as from the disposal of the municipal land or properties.
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6. OVERVIEW OF FUNDING THE BUDGET

FISCAL OVERVIEW

Although the financial profile of the municipality is not healthy and liquid due to commitments
from the previous financial years, the municipality has ensured that realistic revenues and

affordable expenditure are projected in the medium term budget. This has been achieved through

the following measures:

¢ Adequate revenue and collection rates to ensure that normal operations are funded (Funded
Table A7).

¢ Measures will be put in place to ensure that the municipality operates within the budget as
approved by Council. There is no intention to incur unauthorised expenditure.

e The municipality will ensure that it strives to develop and maintain a positive cash and
investment position (cash and cash equivalents).

e Budget Funding Plan will approved with the budget to ensure that the municipality moves

towards a funded position over time.

FUNDING OF CAPITAL BUDGET

The capital budget is funded mainly from allocations to be made to the municipality by National
and Provincial governments in the form of grants, as well a minor portion to be generated internally.
No external loans will be taken by the municipality to fund its capital programme. Furthermore, no

reserves are available or earmarked for the purpose of funding the capital budget.

The municipality has appropriated R172.4 million from grant receipts to fund the capital budget,

both from National and Provincial Governments.
COLLECTION RATES FOR EACH REVENUE SOURCE

In accordance with the relevant legislation and national directives, the municipality’s projected
revenue collection rates as based on realistic and sustainable trends. The rate of revenue collection
is the cash collected from consumers expressed as the percentage of the amount billed.

The average collection rates for 2024/25 have been projected as follows:
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Average
Revenue Source 2024/2025
Property rates 85.00%
Electricity 95.89%
Water 58.00%
Sewer 66.0%
Refuse 64.0%

The total average collection rate is projected at an average of at least 82% and is based on the
combination of actual collection rates achieved to date and is the estimated outcome for the current
financial period. The intervention of council through the intensive scheme and the consumer
outreach programmes which are aimed at encouraging and building the culture of payment of

services is expected to improve the payment factor by even a larger margin than currently projected.

The. credit control measure of service disconnection is being applied on consumers whose electricity
is supplied by the municipality. A programme of water meter testing is currently underway to
identify unmetered water supply and encourage the payment of services. By and large, these are
areas from which a substantial and long overdue debtor of the municipality is being owed. The
water meter testing programme is expected to improve the collection of outstanding debtors, and to
build a culture of payment. It will also assist the municipality to clean-up its indigent register by

identifying those consumers who can and those who cannot afford to pay.
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7. GRANT ALLOCATIONS AND PROGRAMMES

Municipalities play a critical role in furthering government’s objective of providing services to all,
while facilitating local economic development. Local government conditional grants are being

reformed to provide targeted support to different types of municipalities.

The following are the projected grants allocations to the municipality in terms of the 2024/25

Division of Revenue Act have been included in the medium-term budget.

National allocations

Grant Description 2024/25 2025/26 2026/27
Estimate Estimate Estimate
Equitable Share 540 119 563 790 584 127
Finance Management Grant 1 800 1900 2100
Water Services Inﬁ‘astructure Grant 70 000 75 000 85 000
Municipal Infrastructure Grant 131792 138 424 150 767
Integrated National Electrification 22 344 18 000 18 500
Municipal Disaster Recovery Grant 6 891 6 891 0
Expanded Public Works Programme Incentive 1 896 1 896 1 896
Total National Allocations 794 842 807 901 844 890
Provincial allocations
2024/25 2025/26 2026/27
Grant Description R'000 R'000 R'000
Accredited Municipalities 11 625 10 030 8 073
Museum 497 519 582
Provincialisation of libraries 7 300 7 627 7 969
Community Library Services Grant 3230 3108 3274
LGSETA 1 000 1 000 1 000
Sport, Recreation Grant 20 000 10 000 10 000
Total Provincial Allocations 46 652 32284 30 898
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8. ALLOCATIONS AND GRANTS MADE BY NEWCASTLE MUNICIPALITY

No grants will be paid by the municipality to other organs during the medium-term budget.

Please refer to tables SA 21 of Schedule A (To be included in draft budget).
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9. COUNCILLOR ALLOWANCES AND EMPLOYEE BENEFITS

Please refer to tables SA22 and SA24 of Schedule A (To be included in the Draft budget)

Newcastle Municipality 2024/25 to 2026/27 Draft Budget 58



65 198png Yeid 97/ST0T O ST/HTOT Ayrediorunia] a[1seomaN

(193pnq YeIp ot UI pOPnIOUI 3 O]) V INPIYIS JO OEV'S OF GTV'S S[qe} 0} 1301 35BI[d

(eST 2198 L) SAAOTA HSVD ANV TANLIANAIXA “ANNIATT O SLIDYVL A'THLNON ‘01



11. ANNUAL BUDGET AND SERVICE DELIVERY AND BUDGET IMPLEMENTATION
PLAN - INTERNAL DEPARTMENTS

The SDBIP will be submitted separately.
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12. ANNUAL BUDGET AND SERVICE DELIVERY AGREEMENTS - MUNICIPAL
ENTITIES AND OTHER EXTERNAL MECHANISMS '

Municipal Entities

The agreement in currently in force in the following brief details:

(a) Name of Entity : Uthukela Water (Pty) Ltd
(b) Period of agreement : 30 years

(c) Service provided : Water and sanitation

(d) Expiry date : 24 May 2034

The Entity is currently under Provincial Administration and being investigated in terms of section

78 of the Municipal Systems Management Act, 32 of 2000.
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13. CONTRACTS HAVING FUTURE BUDGETARY IMPLICATIONS

In terms of the municipality’s Supply Chain Management Policy, no contracts are awarded beyond

the medium-term revenue and expenditure framework unless section 33 of the MFMA has been

complied with.

In ensuring adherence to this time frame limitations, all reports submitted to either Bid Evaluation

or Bid Adjudication Committees must obtain financial comments from the Budget and Treasury

Office.
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14. CAPITAL EXPENDITURE DETAILS

Please refer to Annexure A5 of Schedule A
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15 LEGISLATION COMPLIANCE STATUS

DISCLOSURE ON IMPLEMENTATION OF MFMA AND OTHER LEGISLATION

Compliance with the MFMA implementation requirements has been substantially adhered to

through the following activities:

BUDGET AND TREASURY OFFICE
The Budget and Treasury Office has been established in accordance with the MFMA.

BUDGET
This draft annual budget has been crafted taking into account MFMA, Municipal Budget and

Reporting Regulations, and National Treasury circulars into account. Budgets are being tabled,

adopted and submitted to National and Provincial Treasuries within the required legislative

frameworks.

IN-YEAR MONITORING

100% compliance with regards to monthly, quarterly, mid-year and annual reports to Council,

Provincial and National Treasuries.

IDP
The 2023/24 to 2025/26 Budget Process has been prepared to align with the Budget in accordance

with the MFMA and the Municipal Systems Act requirements.

ANNUAL REPORT
The 2020/21 Annual Report has been developed taking into account the MFMA and National

Treasury requirements. The report was be tabled to Council at the meeting held on 31 January 2022

and enter the public participation phase for comments immediately thereafter.

AUDIT COMMITTEE

The audit Committee, an independent external committee, provides an oversight function over the

financial management and performance of the municipality.
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MUNICIPAL PUBLIC ACCOUNTS COMMITTEE
The committee ensures that the administration and municipal entity are held accountable for their

management of municipal funds and assets, and to ensure the efficient and effective utilisation of

council resources.

MUNICIPAL STANDARD CHART OF ACCOUNTS
As all municipalities are required by National Treasury to be fully mSCOA compliant as of 01 July
2021, the municipality was 95% ready to comply with this requirement. The following is the

progress on the implementation of mSCOA thus far:

- The mSCOA champion has been appointed

- Steering committee has been established

- Implementation Plan developed

- Proof of concept has been presented to NT

- Data clean-up issues has been identified and resolved

- Changes to chart are attended to on an on-going basis

- System are currently in the process of being integrated

- The municipality went live on 01 July 2017, but still cleaning up as per developments
- Projects has been identified and linked in terms of the IDP and the budget.

- The municipality is addressing issues integration of systems

- The municipality is addressing challenges on alignment between budget schedules and data

strings.
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16. ANNUAL BUDGET OF MUNICIPAL ENTITY ATTACHED TO THE
MUNICIPALITY’S ANNUAL BUDGET

The budget of the Entity Uthukela Water has not yet been received for Council consideration. A

provision of R170.1 million has however been made in the annual budget.
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17. MUNICIPAL MANAGER’S QUALITY CERTFICATE

I, ZW Mcineka, the Municipal Manager of Newcastle Municipality, hereby certify that the annual
budget and supporting documentation of the 2024/25 Operating and Capital Budget have been
prepared in accordance with the Municipal Finance Management Act, 56 of 2003, and the
regulations made under the Act, and that the annual budget and supporting documents are consistent

with the Integrated Development Plan of the municipality.

Print Name :MCINEKA Z.W.

Municipal Manager of :NEWCASTLE MUNICIPALITY
Signature BT
Date B R
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ANNEXURE: C
CAPITAL BUDGET
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ANNEXURE: D
A SCHEDULE BUDGET TABLES



KZN252 Newcastle- Table A1 Budget S

2024/25 Medium Term Revenue & Expenditure

Description 2020121 2021122 2022123 Current Year 2023124 Framework
R thousands Audited Audited  Audited Original | Adjusted | Full Year ‘_ ;su ditoutcome Budget Year |Budgat Year +1 Budget Year 2
- Outcome Outcome Qutcome Budget Budget Forecast 2024125 2025128 2026{27
Financial Performance |
Property rates 348822 362426 376 279 396 741 395614 396614 396614 423 760 412880 437631
Service charges 1015634 1132522 1150 840 1345737 1348 056 1348 056 1348 056 1364758 1503218 1666 850
Investment revenue 2313 2294 6529 5330 5330 5330 5330 5592 5849 8481
639932 842932 558 095 577623 604 152 604 152 604 152 6396 094 733989 72192
Other own revenue 35335 38170 40795 30037 42880 42880 | 42880 138 358 145 769 170 056
N 2042097 2378344 2132538 2055468 | 2397032 2397082 2397032 | 2628561 2801685 3004939
Total Revenue {excluding capital transfers and |
contributions) | D — | —— | |
Employee costs 546 878 572674 677337 724604 | 708 366 | 708 366 708 366 770698 790 662 825576
Remuneraion of councillors 26612 28882 26 983 28443 | 26 987 26987 26987 28 443 28751 31090
351084 365084 347534 379 139 379139 379139 379138 367716 416011 434732
64980 39754 76057 | 32205 32645 32545 32545 30300 26545 22467
Inventory consumed and bulk purchases 436 881 557 138 527 905 665245 815891 815891 815891 919 356 906 792 1128590
Other expenditure 623105 951142 800652 738412 808121 | 808 121 806 121 778239 793916 770347
Total Expenditure 2049539 I 2514674 2 456 468 2568 048 2771049 | 2771049 2771049 2924752 3056678 I 3212801
Surplus/{Deficit) (7 442) {136 330) {323 930) {213 580) (374017) {374017) (374017) (296 191) (254 993) (207 862)1
Transfers and subsidies - capilal (monetary allocations) 108 904 156 108 158912 240770 232035 232035 232035 172316 141 524 157 367
Transfers and subsidies - capilal (in-kind) - - - - - - - - - -
101 482 19776 (185018} 27190 (141982)| {141 882) (141982) {123 815) (113469) (50 495)
Surplus/(Deficit) after capital transfers & contributions
Share of Surplus/Deficit attributable to Associate 101482 19776 | {165 018) 27190 1141 982) (141 982) o (141982) (123815)  (113489) (50 485)
Surplus/(Deficit) for the year 202 824 38551 {330037| 54 381 (283 964, (283 964 (283 864) 1247 629) 1226 938| | {100 981
Capital expenditure & funds sources |
Capital expenditure 150 390 185 393 173869 265338 250 902 250 902 250802 177088 154 966 169238
Transfers recognised - capilal 108 S04 156 105 158912 240770 232035 232035 232035 172378 151766 166 038 ‘
Borrowing - - - - - - - | - - -
Intemally generated funds 41 486 29 289 14958 14 568 18 867 18 867 18 867 4710 3200 3200
Total sources of capital funds 150 390 | 185393 | 173 869 255 338 250 802 250 902 250 902 177 086 154 966 | 169 238
Financial position |
Total current assets 822388 990078 | 843769 1067 493 701314 701 314 701314 1206 064 1406 920 1617329
Total non current assels 6995 357 6701054 6457 187 5915689 6393 352 6393 362 6393352 6369 083 6681169 7261697
Tolal current liabilifies 928 920 1079124 | 1114198 766 659 I 983 390 983 390 983 390 1071249 | 1125927 | 118281
Total non current liabililies 576 688 544 868 520818 614 410 | 485 947 485 947 485 947 509 897 | 27135717 286 982
Communily wealth/Equit 6311137 6067 138 5 670 840 5602 113 5625329 56265 329 5625329 5685 546 6381128 7101677
Cash flows [ i |
Net cash from (used) operaling 123839 202958 198033 261626 256 843 256 849 256 849 181715 193 084 322929
Net cash from {used) investing {132 380) (174 393) {199 459) (235339) (230 902) (230 802) (230 902) (167 486) (154 966) (169238)
Net cash from (used) financing (26 757) (31884) (47 260) {34082) (34 082) {34 082} (34 082) (32 986) | {36 789) (40 305)
Cashicash equivalents at the year end 936 6181 27 482 | 19 688 4093 4083 4093 i 18724 20083 33438 |
Cash backing/surplus recenciliation | |
Cash and investments available 9500 76167 12227 19688 4093 4093 4083 31681 33234 34852
Application of cash and invesiments 50 432 354 944 236 192 291105 164 222 164 222 164 222 71627 67077 85719
Balance - surplus (shortfall, {40932) (278777} (223 964) (271 418) {160 129) (160 129) {160 129) {39 946) (33844) (20857)
| Asset managemeant
Asset regisler summary (WDV) 6480679 6174 454 5999 100 5440 429 5905718 5905716
Depreciation 351084 365084 347 534 379139 379133 379139
Renewal and Upgrading of Exisfing Assets 41018 104720 106833 80959 90534 90534
Repairs and Maintenance 30685 77 442 80478 46348 39024 39024
|
Free services [
Cosl of Free Basic Services provided 44703 45157 46324 57 245 32490 32480
Revenue cost of free services provided 76 194 79178 95398 84710 84836 84 836
Households below minimum service level
Water: 290 307 307 307 313 313
Sanilation/sewerage: 27 29 35 35 36 36
Energy: - - - - - .
Refuse: - - - - - b



KZN252 Newcastle - Table A2 Budgeted Financial Performance (revenue and expenditure by functional classification)

Functional Classification Descripti Ref | 2001 2021122 2022023  Current Yoar 202324 B ‘f’"m 'i”'”"' ':: :'““m % |
R thousand I I B s e Y < e ol
Revenue - Functional
Governance and administration 535708 484 385 I 521000 565717 574723 5714723 720944 724 442 769 207
Executive and council 7149 13647 20452 15254 15261 15251 25293 26598 | 32360
Finance and administration 528 556 470738 500 548 550 466 559 472 559 472 695 652 697 814 736 848
Interal audil - - - - - - - -
Community and public safety 204 643 390 530 46 287 77025 86184 86 184 87034 80681 51748 |
Community and social services 12803 14 475 14994 11656 12117 12117 12675 13 161 14360
Sport and recreation 687 11132 4683 12086 12086 12086 20155 10162 10235
Public safety 9676 3903 6059 4757 7172 7i72 7524 7870 11411
Housing 181 306 361018 20538 48522 54 805 54 805 48677 49 483 16735
Health 81 4 12 4 4 4 4 5 7
Economic and environmental services 136 126 142 356 157172 | 171944 183 955 183 955 | 161897 150 589 169 662 |
Planning and development 100 860 134 316 28031 28 876 29804 29804 23214 5274 8895
Read transport 35266 8040 129141 143 068 154 151 154 151 138883 145315 150 767
Environmental protection - - - - -
Trading services 1274 360 1517 005 1566 831 1781 356 1784 008 1784008 | 1830 857 1987 312 2181378 |
Energy sources 618 090 822980 804 988 984 484 975379 975379 g72784 1074209 1172715
Water management 264 361 75 358037 366 785 367379 | 3673719 346 768 366 246 420197
Waste waler management 259788 241210 254 821 263058 283768 283768 363603 380 403 376 608
Waste management 132122 141040 147 985 157 009 157 483 157 483 157 702 166 454 211 861
Other 4_ 167 74 | 160 195 195 195 206 214 31
Total Revenue - Functional — ? 2151001 2534 450 2291449 2596238 2 629 066 2629 066 2800938 2943 209 3162 306
Expenditure - Functional
Governance and administration 464 028 463 170 653 078 526 515 586 660 586 660 677 629 670 825 690 582
Executive and councit 80202 95 154 122 855 B7 849 90 162 90 162 100 515 103 541 107 405
Finance and adminisiration 377 080 367278 528 385 431359 489309 489 309 569 468 559 307 574 860
Intenal audit 6744 737 1838 7308 7189 7189 7647 7978 8317
Community and public safety 314205 517110 253 589 305 267 302 024 302024 296 902 310079 285 285
Community and social services 33738 42032 42542 46 305 44725 44725 46715 48810 50 546
Sport and recreation 75287 71745 74024 81375 80053 80053 82718 86 054 83927 |
Public safety 54430 67 611 97 424 94712 93192 93192 95665 99 849 104 342
Housing 141786 326118 29985 72572 73933 73933 61032 84123 28722
Health 8963 9603 9616 10303 10121 10121 | 10775 11242 11748
Economic and environmental services 240 268 271 605 | 286 897 | 276 739 270327 270327 | 270 164 281874 520 587
Planning and development 83736 80896 86124 86004 86797 86 797 82048 B5 588 87675
Road transport 156 522 180 601 200 765 180732 183526 183526 188 112 196 285 432 909
Environmenlal protection 10 8 7 3 3 3 3 3 3
Trading services 1157 695 1389012 1452921 | 1613 056 1609 537 1609 537 ‘ 1677423 1791145 1713 467
Energy sources 583 970 705018 557690 | 811505 828031 828 031 888232 966 496 1038 985
Water management 491 897 595992 707 439 ‘ 612122 478674 478671 433091 440731 394 881
Waste water management 45176 55661 104 648 62470 154 593 154 593 224329 238834 192 836
Wasle managerent 36 662 42342 B3 145 126 961 148 243 148243 131771 145 084 86 766
Other . I 1026 3356 2085 3010 | 250 — 2501 2634 2755 2879
_ToralEﬂditure - Functional il 2117220 2684252 2643439 | 2 724 589 | 2771049 | B 2771 049 “_ 2924752 | 3056678 3 212801
Deficit) for the year (26 219) (119 803) (357 990) (128 351) (141982) {141 982) (123 815)| (113 469) (50 495)




KZN252 Newcastle - Table A3 Budgeted Financial Performance (revenue and expenditure by municipal vote)

Vote Description Ref 202021 2021122 was | Curtent Year 202324 | _"'_““'“m_‘;r:“mm /g EAPE _“ e
Revenue by Vote 1 ]
Vole 1- CORPORATE SERVICES 145940 85078 110294 124 961 125961 125961 144534 150 668 156 602
Vote 2 - COMMUNITY SERVICES 155 443 170 596 173752 185 634 187 068 187 068 231989 233746 247 460
Vote 3 - BUDGET AND TREASURY 388 294 399 306 410706 440756 444 518 444 516 576 707 574064 612928
Vol 4 - MUNICIPAL MANAGER 1500 - - - - -
Vote 5 - DEVELOPMENT PLANNING AND HUMAN SET 202 900 381375 44957 74 467 82904 82904 68178 53053 23011
Vote 6 - TECHNICAL SERVICES 505 144 675115 746 752 776 027 813239 813239 808 746 857 468 895 228
Vote 7 - ELECTRICAL AND MECHANICAL SERVICES 661775 822980 804 988 994 494 975 379 975379 972784 1074 209 1227 080
Vits 8 - GOVERNANGE UNIT | -1 S| PR N - - | = =
Total Revenue by Vate - | 2 2151001 2534450 I__ 2291449 | 2596238 | 2629067 - 2620067 | 2000938 | 2943209 3162306
I T
Expenditure by Vote fo be appropriated | 1
Vote 1 - CORPORATE SERVICES 148 052 102856 121912 110707 107 828 107 828 122 483 126 624 131484
Vote 2 - COMMUNITY SERVICES 254 095 298 538 393037 425983 425117 425117 463759 469739 487 692
Vote 3 - BUDGET AND TREASURY 71711 192008 336 565 238 236 225132 295132 378 340 373389 383 242
Vole 4 - MUNICIPAL MANAGER 90 589 88499 97 601 100 353 98762 08 762 112386 116 859 124 796
Vote 5 - DEVELOPMENT PLANNING AND HUMAN SET 172310 357 475 57125 98555 103 417 103 417 83009 87125 52759
Vote 6 - TECHNICAL SERVICES 802 239 894 952 1068 373 920 360 1008 008 1008 008 865 177 902 441 984 555
Vote 7 - ELECTRICAL AND MECHANICAL SERVICES 538 224 719925 574826 830 384 802785 802 785 899 527 980 501 1051273
Vote 8 ﬂVERNANCE UNIT_ | __ | = | - - | = = f—— = = __ = |
Total Expenditure by Vote ] 2 2177220 | 2654252 2649439 | 2724580 2771049 | 2771049 2924752 | 3056678 3212801
(Deficit) for the year 2 (26219) {119 803)- (357 990) (128 351) (141 982) (141 982) (123 815) (113 469) {50 495)




d Financial Perf

KZN252 Newcastle - Table A4 Budg

(revenue and expenditure)

Description Ref amn | w2R 202023 = Current Year 2023124 B 2"2"'“'—" _';f:"m"::';" =. E
y e R | O R s | et [ | S o
Revenue
Exchange Revenue
Service charges - Electnoity 2 619100 726 407 710 069 882022 863907 863 807 863 807 870387 979185 1111375
Service charges - Water 2 187 635 187 084 209841 219986 220070 220070 220070 237 040 261262 266338 |
Service charges - Wasle Water Management 2 196 274 120014 127581 | 133 580 154 280 154 250 154 290 142375 150917 159972
Service charges - Wasle Management 2 92725 99017 103 348 110 148 109783 109788 109 788 114957 | 121854 129 165
Sale of Goods and Rendering of Services . | 13505 S 73 1518 10 858
Agancy servioes
Interest =
Interest eamed from Receivables 5107 4247 5406 5877 347 947 q47 4140 4331 8280
Interest eamed from Current and Non Current Assets 2313 2294 6529 5330 5330 533 5530 5692 5849 245
Dividends
Rent on Land
Rental from Fxed Asssls 442 E9? rais LY - 1083 1105 11028 1150 e
Licence and parmils
Operational Revenue 13 560 18384 | 58 8450 13| 29 i B 8684 | 1754
Non-Exchange Revenue | |
Property rates 2 348822 362 426 376279 396741 396 614 396614 396 614 423 760 412 860 437 631
Surchargas and Taxes | |
Fines, panalves and forfeits 3212 3944 5728 4831 7246 F e 7248 7601 7951 11528
Ligences o parmuls 15 41 62 34 34 L i 6 38 54
Transfer and subsidies - Operational 33 832 842932 558 095 577623 604152 §04.152 &0 152 595 084 733983 721921
Inerest oo 2000 3000
Fuel Levy
Oparational Revenue
Geins on disposal of Assets 2 11 2000 -
Other Gains 767 5757 99 416 105 036 110 983
Disoontinued Opsrations | = e — —= | |
Total Revenue {axcluding capital transfers and contributions) 2042097 2378344 2132538 2355 468 2397032 2397032 2397032 2628 561 2801685 | 3004938
Employee related costs 2 546878 572674 677337 724604 708 366 708 366 708 366 770698 790 662 825576
Remuneralion of councillors Bt b BR 26983 24483 wYUa! 26987 e CEdaL &7 A2 I
Bulk purchases - electricity 2 436 881 557 138 527 905 660933 654 133 654133 654133 745201 817667 938272
Inventory consumed 8 4313 161759 161 759 161759 174154 182128 130318
Debt impairmenl 3 202 430 214982 252510 308 145 I 285 207 285 207 285207 285 207 289 368 243 568 |
Deprediation and amortisation 351084 365084 347 534 379139 379139 379138 379139 397716 416011 434732
64980 33754 76 057 32208 | E LU R 3 0380 Vet 424!
Gontracted services 264 108 564 999 260 332 207 361 267 155 267 155 267155 261622 272764 242675
Transfers and subsidies - |
Imecoverable dsbts wrilten off 102301 89312 . 93 S1658 | 93653 | 93659 | 25351 | 5 3% |
Qperational costs 156 564 110501 185 443 134 584 162099 | 162 099 162 098 137 750 142413 148 374
Lasses on disposal of Assats
Other Losses - o o 62 | — i | - o [
Total Expanditure 2049539 2514674 1 2456 468 2569048 | 271049 2771049 2771049 2924752 | 3056678 3212801
Surplusi(Deficit) (7 442) (136 330) | 323 930; ' (213 580) (374017) (374017 @rao17 (206 191]*' I (254993) £ (207 862)
Transfers and subsidies - capital (menetary allocations) 6 108904 156 106 158912 240770 23203 s | 0% 172376 141524 157367
Transfers and subsidies - capilal (in-kind) 6 |
Surplusi{Deficil) aftar capital transfers & contributions 101452 19nai {163018) 7w (4w oatoen|  onssy|  (z@my| (113469 (50 495)
Income Tax e . | = —— S — 1 | — L
Surplus/(Defici) after income tax 101 462 | 19776 {165 018} 27190 {141 982) (141982 (141982) (123815)| (113 469) (50 495)
Share of Suplus/Deficit attributable to Joinl Venture
Share of Surplus/Deficit atiributable lo Minorities I | B | —=1 — — Ut !
SurplusiDefici) attributable to municipality 101462 | 19776 {165 018) 27190 (141 982) (141982) (141982) (123 815) (113 469 (50 495)
Share of Surplus/Daficit attribuiable lo Associate 7 | [32 784)
o arent subsidiary | _ | S | S [ = —. |l ._
Deficit) for the year 1 101 462 19776 {198 283) 27190 {141 982) (141 982) (141 982) (123 815) {113 469) (50 495)




T VST TETT RevaTE &

Vols Description 2020121 2021122 202223 Current Year 2023124 ¥
R | e s | i Kl oo | ot | B Bptler | o
Capital expenditurs - Vote
Single-year expenditure fo be appropriated
Vote 1 - CORPORATE SERVICES - - 120 - 700 700 700 B50 - -
Vote 2 - COMMUNITY SERVICES 5970 13812 4448 13326 18311 19311 18311 29421 | 20558 =
Vote 3 - BUDGET AND TREASURY 2904 2088 2999 3900 4073 4073 4073 2400 2400 -
Vote 4 - MUNICIPAL MANAGER - 239 - 800 3096 3096 3096 - - -
Vole 5 - DEVELOPMENT PLANNING AND HUMAN SETTLEMENTS 30107 26 405 24472 500 2313 2313 2313 20500 2500 5000
Vote § - TECHNICAL SERVICES 111 408 138971 141832 215262 193973 193973 193 973_ 100 272 111508 157738
Vota 7 - ELECTRIGAL AND MECHANICAL SERVICES - 2900 21550 27 436 27 4% 27 436 23644 18000 6500
Vole 8 - GOVERNANGE UNIT - - = =1 - - - =
Capital sIngle-year expgrﬂule SM 150 390 185393 173 869 255338 250 902 250 902 250 902 177 086 |l 154966 13233_
;Jupml Expendit‘llle - Vote 150 350 185 393 173 863 255338 | 250 902 250 902 250 902 177 086 154 966 | 169 238
[ T
Capital Exponditure - Functional
Governance and administration 2904 5205 3119 4100 7330 7330 7330 2850 2400 -
Executive and coundil - 239 - 1757 1757 1757 [
Finance and administration 2904 4966 11 4700 5573 5573 55713 2850 140
Internal audit - - - = = = -
Community and public safety 7554 13637 5125 3734 Liliig 412717 4277 LX) ] 22178 11120
Commurnity and social ssrvices 3927 1430 557 858 | 1308 | 1308 1308 766 1120 T8
Sport and recreation 196 11088 3891 35977 39169 39169 39168 28 985 20558 10060
Public safely 1708 - = | = -
Housing 1722 1049 (2 500 B L] &0 500 500
Health [ = - - - - |
Economic and environmental services 90 502 58384 56127 548635 65620 €5620 | 65620 56081 52062 92820
Planning and development 28386 25474 23887 3 6278 6278 6278 30 ol
Roed transporl 62116 32813 32240 54635 59342 59342 59342 56051 51962 F28:0
Environmentel protestion - - - - - = -
Trading services 49431 108 167 109 489 158 669 136 665 136 665 ‘ 136 665 87925 18326 65298
Energy sources - - - 21550 27836 27838 21836 23644 18 000 | 6500
Water management 1488 64577 83284 108185 100 054 100054 : 100054 52191 | 31489 30000
Waste water managament 27 305 42 366 26214 28 484 7941 7944 7941 12000 28838 BT
Waste management 138 (b1 - 450 | 834 834 834 90 -
Other - = = — 10 10 i |
Tota! Capital Expenditure - Functional 150390 | 185393 173 869 255338 250 902 250 802 250 902 177 086 154 966 169 238
Funded by:
National Govemment 108 538 [ 132542 148 800 228012 213 189 213181 213181 151 580 140 946 1hE21E
Provincial Govemment M 23163 9112 12758 18 854 18 854 18854 20796 10820 TRl
District Manicipality |

Transfers recognised - capital 108 904 156105 158912 240 770 | 232035 232035 232035 172376 151766 166 038
Borrowing
_Inlemally ganerated funds 1 41485 | 9288 14958 14 568 18 867 18 B67 18 B67 4710 3200 | 3200 |
Total Capital Funding | 150 390 | 185 393 173 869 255338 250 902 250 902 250 902 177086 | 154 966 | 169 238




KZN252 Newcastle- Table A6 Budgeted Fi

ial Position

JUTATIS Weswim 161t Revene &

Description Ref 202021 izﬂzz 2022123 o Current Year 1023424 i et i
Ribousand puies | fted | puded | o | ettt | QOO | s s | s
ASSETS
Current assets
9500 76 167 12227 19688 4093 4093 4093 31681 33234 34862
1 645 126 787 448 689 996 951 855 392917 392917 392 47 703567 738042 774206
1 112 860 101 820 121 850 83155 121850 121850 121850 135961 142623 149612
Current portion of non-current receivables
Inventory 2 18 806 24543 24696 12995 182 455 182 455 182 455 334854 493 021 658 649
VAT 36095 |
Other current assats E | ol | ol — 3 ! =
Total ﬂent assels o 822 388 | ﬂ 078 | 848 769__ 1067493 7%14 | o 01314 | _701 314 1 Zmat__ 1406920 1 617&
Non current assets
Invesiments 173928 142471 72154 110954 = =
Investment property 327735 372224 373698 352224 373688 373698 373 698 371568 389775 408874
Property, plant and equipment 3 6480679 6174454 6599 100 5 440 429 5905716 §905718 5905716 5883676 6171976 6727 454
Biclogical assets =
11758 | 11823 11982 11883 11891 11891 11891 11982 12 569 11188
Intangible assels 1258 382 254 200 254 Fel 254 118 125 = b
= |
_Dther nen-current assets o o i | == 101783 E793 | 106783 101739 | 106724 _111 954
Total non cﬂssels — ﬁ:ﬁz | 6701054 | ﬂﬂ 187 5915689 T 3 393_352__ 29_3 362 6393 352 | 6369083 | 6681169 | 7261597
TOTALASSiS - ﬂ7 745 7631 12" 7305 951_ 5963 183 I 7&558 ! - 7094 666 294956 7515 1L 8_088088 | _887§£
LIABILITIES
Current liabilities
Bank overdraft |
31182 47 260 65978 34082 69364 63364 69364 32986 36789 40305
Consumer deposits 27502 33418 35599 35649 35849 35649 35649 37149 38 969 40878
4 821701 778082 857 235 571301 522629 522629 522629 795511 834 491 875381
5 134074 259 989 259988 259 989 190 488 199 822 209613
Provision 11408 11105 14261 10513 14264 14261 14 261 -
3038 7052 = &
. 8128 208 221 | = 11_51L 31499__‘_ Mﬁ B1489 _15115 | 158% Bzl
Total current liabilities o i 929;920 il 1079124 _1114 198 766 659 i 983 32: ﬁ% 983390 | 1071249 | 1125 927__ 1152 an
Non cusent liabilities
Finandial fiabilities 6 362080 315529 263234 321905 228 363 228363 228363 249089 - -
Provision 7 214608 229340 257 584 229 340 257 584 257 584 257 584 260798 213577 286 982
. Long lerm portion of rade payables - - - 63 165 - - - -
Other non-current liabiliies | —l]! S| | | I + | =
Total nan current Habilfies - 576608 | 54860 620818 Bl4410 | 4aase47 45047 | 485947 soser | amasmr | e
TOTAL LIABILITIES — - o 1506608 | 1623 992 | 1635016 1381069 1469337 1489337 | 1469337 1581146 1399 504 1469793
NET ASSETS 6311137 6067 139 5670 940 5602113 5625329 5825329 5625329 5994 001 8 688 584 7409133
COMMUNITY WEALTH/EQUITY |
Accumulated surplus/{deficit) 8 6280895 6036 252 5638 648 5567 259 5592697 5582697 5582697 5652313 6345218 7 064008
Reserves and funds 8 30242 30887 32292 34854 32633 32833 32633 34232 35809 37669
Other — — i . | H— . — 1 £ = — . — — — 1 - — + -
TOTAL COMMUNITY WEALTHEQUITY 10 6311137 6067 138 5670 940 5602113 5625329 58625329 5625329 5686 545 6381128 7101677




KZN252 Newcastle - Table A7 Budgeted Cash Flows

Description Ret | mat 20212 2022123  CumentYear202924 B “‘"":‘“‘“'j‘_';:ﬂm TR
el el S el bl eyl
CASH FLOW FROM OPERATING ACTMTIES
Receipts

Proparty rates 262 868 271820 282077 289538 337 122 337122 337 122 356 941 350831 371987
Sarvice charges 842 958 955548 1015802 1144535 1128137 1128137 | 1128 137 1138636 1262264 1389 421
Other revenue 27 611 257 709 294327 2311864 | 278927 278927 278927 13199 13807 20020
Transfers and Subsidies - Operational 1 701384 828 432 510 460 547623 559 406 559 406 559 408 666094 624823 636 821
Transfers and Subsidies - Capilal 1 108 904 162677 186 266 240770 [ 232035 232035 232035 172376 141524 157 367
Inferest 23n3 2294 5330 5330 5330 5330 5330 8732 10180 14760
Dividends - = = - -
Payments
Suppliers end employees (1779378) (2225 7685) (2 060 403} (2175 156) {2251663) (2 261 563) (2251 563) {2135964) (2183899) {2 255 080)
{42882) (39754) (35 846) (32 205) (32 545) (32 545) (32 545) (30 300) (26 545) (22 467)
2 beides — B = | = == = = —! = | | =l
NET CAﬂ{OMI(USED' DFEMG ACTVITIES 123839 _202 958 198 033 261 SE_ . 256 849 | 256848 256849 | 19_1 715 | 183 I)L 322929
CASH FLOWS FROM INVESTING ACTIVITIES
Receipts
Procaeds on disposal of PPE 18 000 11000 14841 20000 20000 20000 20000 10000 | - I -
Decrease (increase) in non-cument receivebles — E - | - | -
Decrease (increase) in non-current investments - - - - = - -
Payments
Capital assets o I i — (1_50 390). ES 393) (214_299_) b= (255338} (250 902) | (250902} _@ 902) [J 77&) I {154 966)] . (169;238)
ECASH FROMI(USED) INVESTING ACLVITE | (1&_ (174 39:1__ (199 459) _(235_338)[ (2309& ESO 902) | ﬂ 903) (167 485)__ (154 QSG)I (169 238)_
CASH FLOWS FROM FINANGING ACTIMITIES
Receipts
Short lerm loans = = - - - -
Borrowing long term/refinencing - - - = - - -
Increese (decrease) in consumer deposits 2000 | = = - - -
Payments |
Repayment of borowing B [28757) (31884) (47 260) (34 082) (34.082)| (34082) (34082) 32 sae)l (36 7es)| (40.305),
NET (ﬂ FROM/(USED) FIMNG ACTMITIES o B ¥ 26 75l:_ = (31 884)' _(47 260) (34 082) | (34089 @52)_ 34 082_)__ (82 936) | 36 78i)| {0 305)_
|
NET INCREASE/ (DECREASE) IN CASH HELD (35308 {3319) (48 885) @ 794)| (8134) {8134) {8 134) (8758) 1329 113385
Cash/cash equivalents at the year begin 2 36244 | 9500 76 187 27 482 12227 12221 12227 27482 | 18724 | (79947)
Cash/cash aquivelents el the year end. 2 938 6181 27 482 | 19 688 | 4093 4093 4093 18724 20053 | 33438 I
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KZN252 Newcastle - Table A9 Asset Management

Description

R thousand

Ref 202011
Audited
Outcome

2021122

Audited
Qutcome

2022/23
Audited
Qutcome

Budget

Current Year 2023/24
Original Ad?u;ted

Budget

Full Year Forecast

rirLirs
Budgstﬁr
2024125

__Framawork

Budget Year
+1 2025126

Budgetﬁar
+2 2026/27

CAPITAL EXPENDITURE
Total New Assets

Roads Infrastructure
Storm water Infraslructure
Electrical Infrastructure
Water Supply Infrastructure
Sanfiafion Infrastruciure
Solid Waste Infrastructure
Rail Infrastructure

Coastal Infrastruclure

Information and Communication infrastruciure

Infrastructure
Community Facilities
Sport and Recreation Facililies
Community Assets
Heritage Assets
Revenue Generaling
Non-revenue Generating
Investment properties
Operational Buildings
Housing
Other Assets
Biological or Cultivated Assets
Serviludes
Licences and Righls
Intangible Assets
Computer Equipment
Furniture and Office Equipment
Machinery and Equipment
Transport Assets
Land

Zoo's, Marine and Non-biological Animals

Total Renewal of Existing Assets
Roads infrastructure
Storm waler Infrastructure
Electrical Infrastriciure
Water Supply Infrasiructure
Sanitation Infrastruclure
Solid Wasle Infrastruciure
Rail Infrastructure

Coastal Infrastructure

Information and Communication Infrastructure

Infrastructure
Community Facilities
Sport and Recreation Facililies
Community Assets
Heritage Assets
Revenue Generaling
Non-revenue Generating
Investment properties
Operational Buildings
Housing
Other Assets
Biological or Cultivated Assets
Serviludes
Licences and Rights
Intangible Assets
Computer Equipment
Furniture and Office Equipment
Machinery and Equipment
Transport Assets
Land

1 98 200
60 068

77068
11704
11704

2 1171
9871

70080
23956
27,000
1109 |

62 065
3038

3038
S0

10593
10593

74 524
22821

823
3251
1734

163 083
44085
21550
58185
21484

145284 |

11938

11 938
210

2100

13106
13106

11296
9879

130 295
41280

27 350
50000

118 630
962
962
395

30072
30072

130295
41280

27 350
50000

118 630 |
962
962 l
395

30072
30072

84035
56 051

22344

78 395

64059
43149
18000

67148

64 059
43148

18000

61149 |




Zo0's, Marine and Non-biological Animals

Total Upgrading of Existing Assets
Roads Infrastructure
Storm water Infrastricture
Electrical Infrastructure
Water Supply Infrastructure
Sanitation Infrastructure
Solid Waste Infrastruciure
Rail Infrastructure

Coastal Infrastructure

Infrastnioh

jon and Co ication

Infrastructure
Communily Facilities
Sport and Recreation Fagilities
Community Assets
Heritage Assets
Revenue Generaling
Non-revenise Generating
Investment properties
Qperational Buildings
Housing
Other Assets
Biclogical or Cultivated Assets
Servitudes
Lisences and Righls
Intangible Assets
Computer Equipment
Fumiture and Office Equipment
Machinery and Equipment
Transport Assets
Land

Zoo's, Marine and Non-biological Animals

Total Cabital Exvenditure
Roads Infrastructure
Storm waler Infrastructure
Electrical Infrastructure
Water Supply Infrastructure
Sanitation Infrastructure
Solid Waste Infrastructure
Rail Infrastructure
Coastal Infrastructure
Information and Communication Infrastructure
Infrastructure
Community Faciliies
Sport and Recreation Facilities
Community Assets
Heritage Assets
Revenue Generaling
Non-revenue Generaling
Investment praperties
Operational Buildings
Housire!
Other Assets
Biological or Cultivated Assets
Servitudes
Licences and Rights
Intangible Assets
Computer Equipment
Furniture and Office Equipment
Machinery and Equipment
Transport Assets

6 41018
3546

9506
22805

35857

4 150 389
73485

26 506
22805

122796 |
11704

4 |
11749

2682
2401
4290

104720
2989

1348
36170
41563

185393
47 549
1348
63170
42672

154 740 .
9038

11000 |
20038
50

5639

5639

106 833
21661

29048
25310

76 019.|—
3000

24009

27009 r

194 463
57289

74490
25310

157089
3752
24009
27760

3805

3805

50000
7000

57000

23959

23958

255 338
53944

21550
108 185
28484
212162

1418

5897 |

37314
270

2000
991
2100
500

250902

71495
27380
83054

7597
194496
55678
38797
44 374
395

RELY
1200
2509
1570
3273
11787

90 534 93156
143 -
38054 52191
7507 12000
wsros|  sersr
4616 -
BTG 28965
wars| 28965
1228 ‘ -
1928 | -
250902 177180
71495 56051
27350 2344
83054 52191
7597 12000
104496 142586
5578 -
3797|2895
44374 28965
395 -
1328 -
1328 -
1200 -
1200 -
2509 2050
1570 1230
3273 1560
1757 80

31483
28838

144943
4319 |
18000
31489
28838

121475 |
20 558
20558

2000
810
100

31489
28838
60 326 l
20 558
20 558 |

144 943
43149
18000
31489
28838

121475
20858
20 558

2000
810
100




Land

Zoo's, Marine and Non-biological Animals

250902

250902

177 190

144943

TOTAL CAPITAL EXPENIFURE - Asset class 150 389 185 393 . 194 463 255338
ASSET REGISTER SUMMARY - PPE (WDV) 5 6480679 6174 454 5999 100 5440 429 5905716 5905718 5905718 61773719 6457 828
Roads Infrastructure 2935472 3808986 3118950 2407 631 2014618 2014618 2014618 2107 291 2202118
Storm water infrastructire 387 781 387 781 403293 424667 326 352 326 352 326 352 341 364 356725
Electrical Infrasfructure 1042 110 270 485 281304 296214 825082 825082 825082 863038 901 872
Water Supply Infrastructure 647 476 647 476 673375 709 064 865 462 865 462 865 462 905 273 946 010
Sanffation Infraslruciure 632 008 430 054 719688 757 831 318592 318592 318592 333248 348 244
Solid Waste Infrastructure - - 46 161 46161 45 161 48284 50457
Rafl Infrastructure 109 429 - - -
Coaslal Infrasfructure - - - - -
and C icati ire =1 =1 - | =} . = N | - =
Infrastructure 5814 276 5604783 5196 610 4595407 4 396 266 4396 266 4 396 266 4598 495 [ 4805427
Community Assets 106 853 108 853 11127 117 017 467 393 467 393 467 393 488 893 513338
Heritage Assets 12477 12177 12 664 13335 4313 4313 4313 4511 47371
Investment properties 319 216 169 873 386 700 407 195 1474 1474 1474 1542 1611
Other Assets 176212 227823 236936 249 494 [711897) (71197} {71 197). (74 472) (77 823)
Biological or Cultivated Assets
Intangible Assets 1840 1840 1914 2015 | 2065 2065 Z085 2161 2258
Computer Equipment = - - - 23905 23905 23905 25005 26130
Furniture and Office Equipment - - - - {7 814) (7614) (7614) {7 964) (8322)
Machinery and Equipment = - - - 36968 36968 36 968 38668 40408
Transport Assets - - - = 20996 20996 20996 21961 22 850
Land 51104 51104 53149 55 966 1031184 1031184 1031184 1078618 1127 156
Zoo's, Marine and Non-biological Animals - - 137) {37) 1371: (3] (40)
|
|
TOTAL ASSET REGISTER SUMMARY - PPE {(WDV) I 5 6 480 679 6174454 I 5999 100 5440429 5905716 5905716 5905716 6177 379 ! 6457 828
EXPENDITURE OTHER ITEMS 381769 442 525 428012 425 487 418163 418163 436 357 455621 475 860
Depreciation 7 351084 365084 347534 379139 379139 379139 397 716 416 011 434732
Repairs and Maintenance by Asset Class 3 30685 77442 80478 46 348 39024 39024 | 38640 39 609 41128
Roads Infrastructure 948 5042 4398 3500 5520 5520 1154 1207 1261
Storm waler Infrastructure - 18 266 31104 - 15181 15181 1779 1860 1944
Electrical Infrastructure 5788 7231 8584 8850 8930 8930 9284 971 10 148
Water Supply Infrastructure 10877 12022 3399 3200 5349 6349 3357 351 3669
Sanitation Infrastructure 2868 19758 6168 9615 (7 215) (7215) 1259 1317 1378
Solid Waste Infrastruciure - - - - - - - - -
Rail Infrastructure - - - | - - - - - -
Coaslal Infrastructure - - 1811 2800 {400) (400) 2727 2853 2981
Information and Communication infrastructure -1 il | - - - = = - - -
Infrastructure 20481 62320 55 465 27765 28 364 28 364 19 559 20 458 21379
Communily Faciliies 1002 - - - - - - - -
Sporl and Recreafion Facililies 298 | _295 | 85 134 | 364 354 141 | 147 | — 154
Community Assets 1300 295 85 | 14 354 354 | 141 147 154 |
Heritage Assets - - - - - - - - -
Revenue Generaling - - - - - - - - -
Non-revenue Generating - - - - - . = = - -
Investment properties - - - | - - - | - - - |
Operational Buildings - 3266 2659 1515 2093 2093 1608 1698 1768
Housing 233 806 | 1030 564 564 | 564 592 819 647
Other Assets 233 4072 3689 | 2079 2657 2657 | 2199 2317 2415 |
Biological or Cultivated Assets - - - - - - - - -
Serviludes - - - | - - l - - - |
Licences and Rights 3739 4585 2784 2605 2805 ‘ - - -



Intangible Assets 3739 3009 4585 2784 2605 2605 - - -
Computer Equipment - 1639 - 22 (22) {22) 2733 2858 2730
|
Furniture and Office Equipment - 37 14 93 38 38 111 102 106
Machinery and Equipment 4931 | 6070 6147 3671 4843 4843 3874 4052 4235
Transport Assets - - 10482 9800 185 185 10023 9674 10109
Land - | - - - - - - - -
Zoo's, Marine and Non-biological Animals - - - - - - - - -
- - - - _ - - - -
Living Resources - | - - - - - -
TOTAL EXPENDITURE OTHER ITEMS | 381769 442 525 428 012 425 487 418 163 418 163 436 357 455621 475 860
|
Renewal and upgrading of Existing Assets as % of total capex 34,7% 62,2% 61,7% 36,1% 481% 48,1% 52,6% 55,8% 55,8%
14,9% 31,6% 345% 24,3% 31,8% 234% 19,4% 18,6%

Renewal and upgrading of Existing Assets as % of deprecn
R&M as a % of PPE & Investment Property
Renewal and upgrading and R&M as a % of PPE and Investment |




KZN252 Newcastle - Table A10 Basic service delivery measurement

impermissable values in excess of section 17 of MPRA}
Waler (in excess of 6 kilolitres per indigent household per month)

Sanitation {in excess of free sanitation service to indigent households)

OIS TR TETI REVENIE & B
besripton o 2021 | 02102 | 20227 - A:-HL:T: Vear 2023024 o Taﬁ:mﬁm i
Outcome Quicome Outcoms Buggat Bll.ll:isg:t Full Year Forecast 209;4(25 +u1 g:zm;:r +uz g:lsl;;r
Household service targets 1
Water:
Piped water inside dwelling 134217 142538 161 637 151 639 154 672 154 672 162251 169714 177 35t
Piped water inside yard (but not in dwelling) 101659 107 982 114439 114439 116728 116728 122 448 128 081 133844
Using public tap {at lsast min sarvice level) 2 27215 28902 30636 30636 31249 31249 32780 34288 35831
Other water supply {at least min.service level) 4 183 1946 | 2082 2062 2104 | a 2104 2207 2308 | 2412
Minimum Service Level and Above sub-fotal 264 822 . 281347 29877’ 298777 304753 304 753 319685 334 ;91 349438
Using pubtic tap (< min.service level) 3 281347 298 228 298228 298228 304193 304 193 319098 333777 348797
Other water supply {< min_service level) 4 - - - - - -
No water supply 8249 | 8744 | 8744 | 874 8919 - 8919 93%6 9786 10227
Below Minimum Service Leve! sub-lols! 209597 | 306972 | 308972 308972 | 318112 = HM3N2| 328454 343 563 _ 358023
Total number of households 5 554 519 588 320 605 747 605 749 617 864 617 864 848 140 677 954 708 482
Sanitation/sewerage:
Flush toilet {connecled to sewerage) 170094 180 640 217 003 217 003 225683 225683 236742 247 €32 258775
Flush toilst {wilh septic tank) 5429 5766 1300 1300 13562 1362 1418 1483 1550
Chemical toilel - - - - - -
Pit toilet {ventilaled) 39064 41485 49 410 49 410 51406 51408 53925 56 405 5B 944
Other toilet provisions (> min.service level} 1. 12683 | 13470 18043 16043 | 16691 | . 16681 17509 | 18314 | 19138
Minimum Service Level and Above sub-tofal 227270 241361 283756 283756 295132 295132 309 594 323835 33_8 407 |
Bucket loifel - - - - - - -
Other toilet provisions {< min.sarvice level) 27 474 29177 34751 34751 36 155 36155 37928 39671 41 456
No toilet provisions -1 =1 D ===} - - -1 -1 -
Below Minimum Service Levef sub-fotal _ z4an 2177 34751 3471 36155 | 36156 37926 39671 41456
Total number of households 5 254744 270538 318506 318 508 [ 331287 331287 347 520 363 ;06 379863
Enoray:
Electricity (at least min.service level) 39642 47214 56233 56233 57 358 60 398 63357 66 271 69254
Eleclricity - prepaid (min.service level) 2233 | 2660 | 3168 aws 3 3402 3569 3733 3901
Minimum Service Level and Above sub-tofal 41875 49874 59 400 59 400 60 588 63800 66 926 70 EM | 73155
Electricity {< min.service level) - - - - - - - -
Eleciricity - prepaid (< min. service level) - - - - - - - - -
Other snergy sources e e — | - - _ - -0 - -
Below Minimum Service Level sub-fotal = bl [ - -1 - ==} = - =l
Total number of households 5 41875 49 874 59 400 59 400 60 588 63 600 66 926 70 004 73155
Refuse:
Removed al leasl ance a week 59 199 70910 59199 59 193 60383 63583 66 698 68767 ‘ 72907
Minimum Service Level and Above sub-fofal 59198 70910 59 198 59193 60 383 63583 66 699 69767 72907 |
Removed less frequently than once a week - - - - - - - - | -
Using communal refuse dump - - - - - - - - -
Using own refuse dump - - - - - - - - -
Other rubbish disposal - - - - - - - - -
No rubbish disposal -1 - - - == — - - - - | -
Below Minimum Service Level sub-total = =1 = == -1 - - - | -
Total number of households 5 59199 70 910 59199 59199 60 383 63 583 66699 69767 72907
t Id iving Free Basic Service 7
Water (6 kilolitres per household per month) 9139 §139 9139 9139 9138 9139 9139 9132 9139
Sanitation (free minimum level service) 9138 9139 9139 9139 9139 9139 g139 9139 9139
Electricity/other energy (50kwh per housshold per month) 9417 947 9417 9417 9417 9417 2417 9417 947
Refuse {removed at least once a week) 9139 9139 9139 9139 9138 9139 9139 9139 9139
Cost of Free Basic Services provided - Formal Settlements (R'000) .[ |
Water (6 kilalilres per indigent household per monih) 9035 7968 10123 10 600 7450 7450 7450 11458 12 148
Sanilation (free sanilation service to indigent households) 13278 15095 10123 19370 290 290 290 20 839 22089
Eleciricity/other energy (50kwh per indigent household per month} 8136 B 855 9881 10334 7 450 7 450 7450 8286 9322
Refuse (removed once a week for indigent households) 14254 13218 16 196 16 941 17301 17 301 17 301 18 339 19440
Gost of Free Basic Services brovided - Informal Formal Settlements [R000] | - | = —=f —— - _ =1 A -
Total cost of FBS pravided | 8 44703 45157 46324 57 245 | 32490 | 32490 32490 | 58923 62997
Highest level of free service orovided rer household
Property rates (R value threshold)
Water (Kilolitres per housshold per month)
Sanitation (kilolilres per household per manth)
Sanitation (Rand per household per month)
Electricity {kwh per household per manih)
Refuse {average litres per week) | - . |
Re cost of subsidised services provided [R'000} 9
Property rates {tariff adjustment) { impermissable values per
section 17 of MPRA) |
Property rales exemplions, reductions and rebates and
76194 79176 95398 84710 84836 84836 84836 77895 82568




Electricity/other anergy (in excess of 50 kwh per indigent household per montt - - - -
Refuse {in excess of one removal a week for indigent households) - - - -
Municipal Housing - renlal rebates

Housing - top slructure subsidies 6

Other
Total revenue cost of subsidised services provided 76 194 79176 95398 84710 84836 84 836 84 836 77 895 82568




ANNEXURE: E
TARIFF OF CHARGES
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ANNEXURE: F
BUDGET FUNDING PLAN
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ANNEXURE: H
UTHUKELA WATER DRAFT BUDGET SUBMISSION



Instalment Number Billing Month

Principal Debt

[ R N T

Apr-24
May-24
Jun-24
Jul-24
Aug-24
Sep-24
Oct-24
Nov-24
Dec-24
Jan-25
Feb-25
Mar-25
Apr-25
May-25
Jun-25
Jul-25
Aug-25
Sep-25
Oct-25
Nov-25
Dec-25
Jan-26
Feb-26
Mar-26
Apr-26
May-26
Jun-26
Jul-26
Aug-26
Sep-26
Oct-26
Nov-26
Dec-26
Jan-27
Feb-27
Mar-27
Apr-27
May-27
Jun-27
Jul-27
Aug-27
Sep-27
Qct-27
Nov-27
Dec-27
Jan-28
Feb-28
Mar-28
Apr-28
May-28
Jun-28
Jul-28
Aug-28
Sep-28
Oct-28
Nov-28
Dec-28
Jan-29
Feb-29
Mar-29
Apr-29
May-29
Jun-29
Jul-29
Aug-29
Sep-29
Qct-29
Nov-29
Dec-29
Jan-30
Feb-30

Payment
Instalment

1 000 000,00
1 000 000,00
1 000 000,00
1 000 000,00
1 000 000,00
1 000 000,00
1 000 000,00
1 500 000,00
1 500 000,00
1 500 000,00
1500 000,00
1500 000,00
1500 000,00
1 500 000,00
1 500 000,00
2 000 000,00
2 000 000,00
2 000 000,00
2 000 000,00
2 000 000,00
2 000 000,00
2000 000,00
2 500 000,00
2 500 000,00
2 500 000,00
2 500 000,00
2 500 000,00
2 500 000,00
2 500 000,00
3 000 000,00
3000 000,00
3000 000,00
3000 000,00
3000 000,00
3000 000,00
3 000 000,00
3 500 000,00
3500 000,00
3500 000,00
3500 000,00
3500 000,00
3500 000,00
3500 000,00
4000 000,00
4000 000,00
4000 000,00
4000 000,00
4 000 000,00
4 000 000,00
4000 000,00
4500 000,00
4500 000,00
4500 000,00
4500 000,00
4500 000,00
4500 000,00
4 500 000,00
5000 000,00
5000 000,00
5000 000,00
5000 000,00
5000 000,00
5000 000,00
5000 000,00
5500 000,00
5500 000,00
5500 000,00
5500 000,00
5 500 000,00
5 500 000,00
6 802 505,62

Balance

230 302 505,62
229 302 505,62
228 302 505,62
227 302 505,62
226 302 505,62
225 302 505,62
224 302 505,62
223 302 505,62
221 802 505,62
220 302 505,62
218 802 505,62
217 302 505,62
215 802 505,62
214 302 505,62
212 802 505,62
211 302 505,62
209 302 505,62
207 302 505,62
205 302 505,62
203 302 505,62
201 302 505,62
199 302 505,62
197 302 505,62
194 802 505,62
192 302 505,62
189 802 505,62
187 302 505,62
184 802 505,62
182 302 505,62
179 802 505,62
176 802 505,62
173 802 505,62
170 802 505,62
167 802 505,62
164 802 505,62
161 802 505,62
158 802 505,62
155 302 505,62
151 802 505,62
148 302 505,62
144 802 505,62
141 302 505,62
137 802 505,62
134 302 505,62
130 302 505,62
126 302 505,62
122 302 505,62
118 302 505,62
114 302 505,62
110 302 505,62
106 302 505,62
101 802 505,62
97 302 505,62
92 802 505,62
88 302 505,62
83 802 505,62
79 302 505,62
74 802 505,62
69 802 505,62
64 802 505,62
50 802 505,62
54 802 505,62
49 802 505,62
44 802 505,62
39 802 505,62
34 302 505,62
28 802 505,62
23 302 505,62
17 802 505,62
12 302 505,62
6802 505,62

Total Debt

Less:Interest Expense

Total Over due

(256 837 410,05)
26 534 904,43

(230 302 505,62)



Instalment Number

Principal Debt

[N R R R N

Billing Month

Jul-23
Aug-23
Sep-23
Oct-23
Nov-23
Dec-23
Jan-24
Feb-24
Mar-24
Apr-24
May-24
Jun-24
Jul-24
Aung-24
Sep-24
Oct-24
Nov-24
Dec-24
Jan-25
Feb-25
Mar-25
Apr-25
May-25
Jun-25
Jul-25
Auvg-25
Sep-25
Oct-25
Nov-25
Dec-25
Jan-26
Feb-26
Mar-26
Apr-26
May-26
Jun-26

Payment
Instalment

5 500 000,00
5500 000,00
5 500 000,00
5 500 000,00
5 500 000,00
5 500 000,00
5 500 000,00
5 500 000,00
5 500 000,00
5 500 000,00
5500 000,00
5 500 000,00
6 000 000,00
6 000 000,00
6 000 000,00
6 000 000,00
6 000 000,00
6 000 000,00
6 000 000,00
6 000 000,00
6 000 000,00
6 000 000,00
6 000 000,00
6 000 000,00
6 300 000,00
6 300 000,00
6 300 000,00
6 300 000,00
6 300 000,00
6 400 000,00
6 400 000,00
6 400 000,00
6 400 000,00
6 300 000,00
6 300 000,00

6336479,84 -
214 036 479,84

Balance

214 036 479,84
208 536 479,84
203 036 479,84
197 536 479,84
192 036 479,84
186 536 479,84
181 036 479,84
175 536 479,84
170 036 479,84
164 536 479,84
159 036 479,84
153 536 479,84
148 036 479,84
142 036 479,84
136 036 479,84
130 036 479,84
124 036 479,84
118 036 479,84
112 036 479,84
106 036 479,84
100 036 479,84
94 036 479,84
88 036 479,84
82 036 479,84
76 036 479,84
69 736 479,84
63 436 479,84
57 136 479,84
50 836 479,84
44 536 479,84
38 136 479,84
31736 479,84
25336 479,84
18 936 479,84
12 636 479,84
6336 479,84
0,00

Total Debt

Less: Current Account ( June 20230
Add: Payment made for June
Less: Interest to date ( 30/06/2023)

Total Over due

(185 990 883,88)
(15 154 222,46)
3 500 000,00
(16 391 373,50)

(214 036 479,84)




Payment

Instalment Number  Billing Month Instalment Balance
Principal Debt 154 964 801,68 Total Debt 182 317 463,89
1 Jul-23 2 500 000,00 152 464 801,68 Less: Current Account (15 319 865,70)
2 Aug-23 2 500 000,00 149 964 801,68 Less: Interest to date { 28/02/2023) (12 032 796,51)
3 Sep-23 2 500 000,00 147 464 801,68 Total Over due 154 964 801,68
4 Oct-23 2 500 000,00 144 964 801,68
5 Nov-23 2 500 000,00 142 464 801,68
6 Dec-23 2 500 000,00 139 964 801,68
7 Jan-24 3 500 000,00 136 464 801,68
g Feb-24 3 500 000,00 132 964 801,68
9 Mar-24 3500 000,00 129 464 801,68
10 Apr-24 3 500 000,00 125 964 801,68
1 May-24 3 500 000,00 122 464 801,68
12 Jun-24 3 500 000,00 118 964 801,68
13 Jul-24 4 500 000,00 114 464 801,68
14 Aug-24 4 500 000,00 109 964 801,68
15 Sep-24 4 500 000,00 105 464 801,68
16 Oct-24 4 500 000,00 100 964 801,68
17 Nov-24 4500 000,00 96 464 801,68
18 Dec-24 4500 000,00 91 964 801,68
19 Jan-25 4800 000,00 87 164 801,68
20 Feb-25 4 800 000,00 82 364 801,68
21 Mar-25 4 800 000,00 77 564 801,68
22 Apr-25 4 800 000,00 72 764 801,68
23 May-25 4 800 000,00 67 964 801,68
24 Jun-25 4 800 000,00 63 164 801,68
25 Jul-25 5200 000,00 57 964 801,68
26 Aug-25 5200 000,00 52 764 801,68
27 Sep-25 5200 000,00 47 564 801,68
28 QOct-25 5 200 000,00 42 364 801,68
29 Nov-25 5200 000,00 37 164 801,68
30 Dec-25 5200 000,00 31 964 801,68
31 Jan-26 5500 000,00 26 464 801,68
32 Feb-26 5 500 000,00 20 964 801,68
33 Mar-26 5 500 000,00 15 464 801,68
34 Apr-26 5 500 000,00 9 964 801,68
35 May-26 5 500 000,00 4 464 801,68
36 Jun-26 4 4564 801,68 0,00

154 964 801,68 0,00 CHECK



ANNEXURE: J

ASSESSMENT LETTER OF ADJUSTMENT BUDGET FROM
PROVINCIAL TREASURY



KWAZULU-NATAL PROVINCE

TREASURY
REPUBLIC OF SOUTH AFRICA

DIRECTORATE: MUNICIPAL FINANCE MANAGEMENT

P. 0. Box 3613, Pietermaritzburg, 3200
Treasury House, 145 Chief Albert Luthuli Street, Pietermaritzburg. 3201
Tel: 033 897 4541 Fax: 033 342 4662

Website: www.kznireasury.gov.za
E-mail address: farhad.cassimjee@kzntreasury.gov.za

Reference:  11/6/13/1(KZN252)-2024
Enquiries: Mr. W.C. Donnelly
Date: 22 March 2024

THE MUNICIPAL MANAGER
NEWCASTLE LOCAL MUNICIPALITY
PRIVATE BAG X6621

NEWCASTLE

2940

Fax No: 034 312 7089/ zamani.mcineka@newcastle.gov.za

Dear Mr. Z.W. Mcineka

HIGH LEVEL ASSESSMENT OF THE 2023/24 ADJUSTMENTS BUDGET APPROVED IN TERMS
OF SECTION 28 OF THE MUNICIPAL FINANCE MANAGEMENT ACT, ACT NO. 56 OF 2003 (MFMA)

1. Your Adjustments Budget for the 2023/24 financial year submitted to Provincial Treasury in
accordance with Section 28(7) read in conjunction with Section 22(b) of the MFMA and Regulation
21 of the Municipal Budget and Reporting Regulations (MBRR) refers.

2. A General Compliance assessment was conducted on the 2023/24 Adjustments Budget that was
approved by Council (Schedule B) and is set out in Annexure A.

3. Provincial Treasury also conducted an assessment of your 2023/24 Adjustments Budget with a
view of assessing whether the municipality has adjusted their 2023/24 Original Budget to account
for the revised National and Provincial funding allocations that were made available, where
applicable, and corrected their budget through this process to ensure that their 2023/24

Adjustments Budget is funded.

4. It should be noted that the funding position of your 2023/24 Adjustments Budget was determined
based on the Adjustments Budget data string (ADJB) that was submitted to the National Treasury
GoMuni Upload Portal together with your 2023/24 Adjustments Budget which reflects the figures
that the municipality has on their financial system. The assessment considered the cash flow impact
of the budgeted Operating revenue and expenditure (Table B4) as well as the Capital expenditure
(Table B5) as reflected in the Adjustments Budget data string (ADJB).

5 Based on a recalculation of the Cash/Cash equivalents at the year-end as per Table B7: Budgeted
cash flows and the Surplus/(shortfall) as per Table B8: Cash backed reserves/accumulated surplus
reconciliation of your 2023/24 Adjustments Budget in line with the National Treasury Budget
funding assessment framework using the audited 2022/23 Annual Financial Statements and the
Adjustments Budget data string (ADJB) figures from Tables B4 and B5 that were uploaded to the
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KWAZULU-NATAL PROVINCE

TREASURY

REPUBLIC OF SOUTH AFRICA

National Treasury GoMuni Upload Portal and downloaded by Provincial Treasury from the portal
on 13 March 2024, your municipality’s 2023/24 Adjustments Budget appears to be unfunded in
terms of Section 18 of the MFMA read together with MFMA Circular No. 55 and Regulation 22 of
the MBRR which states that an Adjustments Budget of a municipality must be appropriately funded.

The following findings are highlighted for your attention which influenced the funding position of
your municipality’s 2023/24 Adjustments Budget:

o The municipality budgeted for Repayment of borrowing of R34.1 million in the 2023/24
Adjustments Budget in ADJB Table B7. For recalculation purposes, the Provincial Treasury
utilised R65 million based on the 2022/23 Audited Financial Statements.

e The municipality budgeted for Unspent conditional transfers of R81.5 miillion in the Council
Approved Adjustments Budget (Schedule B) in Table B8. The Provincial Treasury after
considering the Unspent conditional transfers as per the 2022/23 Audited AFS and the 2023/24
budgeted allocations and grant expenditure as per the ADJB, used approximately R124.4

million for recalculation purposes.

e The municipality budgeted for Other working capital requirements of R8.9 million in the Council
Approved Adjustments Budget (Schedule B) in Table B8. The Provincial Treasury after
considering the estimated 2023/24 outstanding Debtors and Creditors balances and the current
estimated Debtors collection rates, used approximately R246.9 million for recalculation

purposes.

. The municipality has tabled a revised Budget Funding Plan in Council on how and by when the
budget will improve from an unfunded to a funded position as per MFMA Circular No. 89 and
subsequent MFMA Budget Circulars as a funded budget is not achievable in one financial year.
Based on the high level assessment of the revised Budget funding plan that was tabled in Councll,
it was noted that the revised Budget funding plan does not show an improvement from
unfunded to funded position in the 2024/25 financial year as per the Budget funding plan
that was approved by Council with the 2023/24 Budget on 31 May 2023 it has however

regressed to now being funded in the 2025/26 financial year.

The following major findings were identified with regards to the revised Budget funding plan that
was approved by and tabled to Council:

o Based on the Provincial Treasury’s Budget Funding assessment, Cash/cash equivalents at
year end in Table B7 has regressed from a surplus of approximately R60.9 million as per the
2023/24 Approved Budget Funding Assessment to a negative Cash/cash equivalents at year
end of approximately R55.3 million in the 2023/24 Adjustments Budget Funding Assessment.

o Based on the Provincial Treasury’s Budget Funding assessment, the Shortfall on Table B8 is
R505.6 million whist the Shortfall on the revised Budget funding plan is R160.1 million.

In light of the findings noted above, the revised Budget funding plan that was tabled to Council does
not appear to be reasonable in relation to the strategies that the municipality intends to embark on
in order to improve the funding position.
_ In its current form, Provincial Treasury does not support the 2023/24 Adjustments Budget
that was tabled to Council. The 2023/24 Adjustments Budget will not be sustainable as your
municipality will be reporting expenditure against an unfunded budget. This is a serious
transgression that will impact on the financial viability of the municipality as well as its ability to
deliver services to the community.
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11.

KWAZULU-NATAL PROVINCE

TREASURY

REPUBLIC OF SOUTH AFRICA

We also draw your attention to Section 38(1)(a) of the MFMA which states that National Treasury
may stop the transfer of funds due to a municipality as its share of the local government’s Equitable
share referred to in Section 214(1)(a) of the Constitution, but only if the municipality commits a
serious or persistent breach of the measures established in terms of Section 216(1) of the
Constitution which includes reporting obligations as set out in the MFMA and National Treasury’s
request for information in terms of Section 74 of the MFMA.

Provincial Treasury Circular PT/MF 06 of 2023/24 dated 13 December 2023 required municipalities
to ensure that the 2023/24 Adjustments Budget (Schedule B) approved by Council and the
Adjustments Budget mSCOA data string (ADJB) are both produced directly from the financial
system to eliminate the possibility of any differences and/or misalignments. In this regard, Provincial
Treasury noted that while majority of the figures reflected in the 2023/24 Schedule B approved by
the Council are aligned to the figures reflected in the ADJB, the few figures not aligned are

highlighted in Annexure A.
The municipality is requested to table this correspondence and the attached Annexures as

Provincial Treasury’s comments on your 2023/24 Adjustments Budget at the next Council meeting
and provide Provincial Treasury with a copy of the Council resolution and the minutes thereof.

Yours faithfully

44 v

Mr. F. Cassimjee
Chief Director: Municipal Finance Management

CC.

Mayor

Deputy Mayor

Speaker

Chief Financial Officer

Ms. C. Coetzee - Head of Department, KZN Provincial Treasury
Mr. J. Hattingh - National Treasury

Audit Committee Chairperson
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Annexure A: ngh level Assessment of the Adjustent Budget 2023124

No. |

General Comphance AdJust'ments Budget

Table 1: 2023/24 Adjustments Budget o e - -
i Yes/No / Comments
Key Focus Areas
4 " N/A (If required) |

2

1

| RS R SO S S i e R e = -
Has the Adjustments Budget been tabled and submitted using: | |

"~ MBRR - Schedule B Version 6.77

" ADJB mSCOA data string?

2

_'Pirtl_— Adjustmﬂ?Budget_
- Mayors report

[- Adjustments budget tables {Fully completed as per the prescrlbed Schedule B format)

Ert 2 - Supporting DocuTne?tation

Iz Other supporting documentation
o Budget locking certificate -

3

5

7

8

9

10

'Has the municipality published the Adjustments Budget on the_mu_nicipal website in

'Have all new / adjusted allocations as?er Adjuste_d DoRB (Gazette No. 49550 of 24
'Has the munizipality included all appro@ roltovers in the Adjustments Budget?

6_

lis the 20?3/24 Adjustments Budget Funded according to Regulation 22 of the MBRR

For Unfunded_2623/24 OrigiEI Budgets

Has the municipality prepared the Adjustments Budget in the prescribed format and l
included the content as stipulated in the MBRR - Schedule 8?

- Resolutions
- Executive summary

- Adjustments to budget assumptions

- Adjustments to budget funding

- Adjustments to expenditure on allocations and grant programmes
- Adjustments to allocations and grants made by the municipality

- Adjustments to councillors and board member allowances and employee benefits
- Adjustments to Service Delivery and Budget Implementation Plan

- Adjustments to capital expenditure

- Municipal Manager’s quality certification

‘Does the ADIB mSCOA data string that was uploaded to the GoMuni Upload Portal
reconcile to the Council Approved Adjustments Budget (Schedule B)

Refer to Tables 2-4 for differences noted

Table B8 of the Council Approved
Adjustments Budget {Schedule B) does not
reconcile to the Table B8 of the ADJB mSCOA
data strings.

accordance with MFMA Section 75{1){a}?

October 2023) and Provincial Gazette No. 2631 of 14 December 2023 been included in
the Adjustments Budget?

Have the major errors and issues identified in the 2023/24 Original Budget and the
assessment of the 2023/24 Mid-Year Budget Performance and Assessment Report
been corrected/addressed in the Adjustments Budget?

{Including addressing funding position concerns raised on the 2023/24 Original Budget)

based an ADJB data string (Tables B4 and 85) and the Audited 2022/23 Annhual
Financial Statements (AFS) for pre-audited 2022/23 AFS?
- Have the major errors and issues identified in the 2023/24 Original Budget been
corrected/addressed in the Adjustments Budget in order to address the concerns
ralsed around the funding posmon?

'Fora mun|C|pa||ty whose 2023/24 Annual Budget was assessed as Unfunded by
Provincial Treasury, has the municipality submitted an updated/amended credible
Budget funding plan that was tabled to Council together with their 2023/24
Adjustments Budget?

The municipal_ity's amended Budget Fundi_ng
Plan was assessed as being not credible by the
Provincial Treasury.



No.

Key Focus Areas

11 FOI: a municipalit\; who; 720273—/24_ A-nnuaTBLaéet w;s.assessed as Funded by Provincial |

= Yes/No 7f

Treasury but the 2023/24 Adjustments Budget is Unfunded, has the municipality
submitted a credible Budget funding plan that was tabled to Council together with

their 2023/24 Adjustments Budget?

_N/A
N/A

Comments

(if required)



Table 2: Adjustments Budget Fi

ocal Mumicipalils

ial Performance - Operating Revenue and Expenditure - (Table B4)

C

{18 115) The municipality budgeted o adjust Service charges - electricty revenue by R18.1 milion from R882

million in the 2023/24 Approved Budget ORGB to R863.9 million in the 2023124 Adjustments Budget
ADJB. On page 13 of the Adjustments Budget Narrative, the municipality stated that the downward
adjustment made was due 1o some business customers opting for ather sources of energy. The
municipality further stated that this was evidenced during the 2023/24 Mid-Year Assessment.

20710 | The municipality budgeted to adjust Service charges - Waste water managememevenue by R20.7

million from R133.6 million in the 2023/24 Approved Budget ORGB to R154.3 million in the 2023/24
Adjustments Budget ADJB. On page 13 of the Adjusiments Budget Narrative, the municipality
attributed the increase 1o an increase in estimated consumption as well as new developments in the
Newcastle jurisdiction,

The municipality budgeted to adjust Interest eamed from Receivables by R4.9 million from R5.9
million in the 2023/24 Approved Budget ORGB to R947 000 in the 2023/24 Adjustments Budget
ADJB. On page 14 of the Adjustments Budget Nanative, the municipality stated that the downward
adjustment made was due to business debt being written off due to the incentive schemes approved
by the municipality.

The municipality budgeted to adjust Rental from Fixed Assets by R2.3 milion from R3.8 million In the
2023/24 Approved Budget ORGB to R11.1 million in the 2023/24 Adjustments Budget ADJB.On
page 14 of the Adjustments Budget Narrative, the municipality attributed the upward adjustment
made to an increased in demand for flats and houses which are now fully sccupied.

|The municipality budgeted to adjust Fines, penalties and forfeits by R2.4 million from R4.8 million in
|the 2023/24 Approved Budget ORGB to R7.2 million in the 2023/24 Adjustments Budget ADJB. On
|page 15 of the Adjustments Budgst Narrative, the municipality stated that the upward adjustment
made was due to the reinstatement of traffic officials resulting to law enforcement being enforced in
Newcastle and speed cameras are also used to strengthen law enforcement.

The municipality increased the budget for Transfers and subsidies by an overall amount of R26.5
million in the 2023/24 Adjustments Budget. However, the Adjusted DoRA and Adjusted Provincial
Gazette reflect a tolal of R746.9 million.

The municipality budgeted to adjust Interest by R3 million from Nil in the 2023/24 Approved Budget
ORGB to R3 million in the 2023/24 Adjustments Budget ADJB. On page 14 of the Adjustments
Budget Narrative, the municipality stated that the upward adjustment made was due to the
requirements of mSCOA.

The municipality budgeted to adjust Gains on disposal of Assets by R5.8 million from R2 million in the
2023124 Approved Budget ORGB to R3.8 million in the 2023/24 Adjusiments Budget ADJB. On page
15 of the Adjustments Budget Narrative, the municipality stated that the upward adjustment made
was due to the sale of municipal properties the process of which was Initiated in the previous financial
years.

Description Original Council Adj
Budget Approved Budget Decrease
(ORGB) | Adjustments  (ADJE) | ORGB/ADJB
Budget
| (Schedule B}
Rth 4 2023124
Operating Revenue | H
Exchange Revenue il | | |
Service charges - electricity revenue 882022 863 907 863 907
|
Service charges - water revenue 219986 220 070_ | 220 070 | B4
Service charges - Waste water management 133580 154 230 154 280
Service charges - Waste Management 116 148 109788 | 109786 (360]
Sale of Goods and Rendering of Services. — [ - -
Agency services - === =) E -
e - —— -
Interest earned from Receivables 5877 947 o7 {4 930)
Interest camed from grrenad Non Currenl Assets 5330 | 5330 . 5330_“.' =
Dividends . - Bl — i ==
Rent on Land = = - — =
Rental from Fixed Assets 3804 11088 11099 2285
|
Licences and permits ) - _ o = = | - -
Operational Revenue == 1292 12492 ot -
Non-Exchange Revenue | g | | |l
Property rates 396 741 396614 396614 (127)
| Surcharges and Taxes o ll_—— =5 == -
Fines, penalties and forfeits 4831 7248 7246 2415
| L;ences or permits 34 F'] 34 [ -
Transfer and subsidies - Operalional 577623 604 152 604 152 26529
Intorest ] 3000 3000 3000
[ Fuel Levy - a1 = = -
Operational Revenue o = = =
Gains on disposal of Assets 2000 - 5757 3757
Other Gains = 5757 ] = E
Discontinued Operalions = == -1 =
Total R { ing capital fers and 2355468 2397032 2397032 35258

Total Revenue (excluding capltal transfers and contributions) has Increased by R35.2 million.

Operating Expenditure




Adi .

1 ;

C. o

Description Original |  Council
Budget Approved Budget Decrease |
(ORGB) | Adjustments  (ADJB) | ORGB/ADJB
Budget
{Schedule B )
Rth d | 202324 -
Employes related costs 724536 708 366 708 366 (16 170)| The municipality budgeted to adjust Employee related costs downwards by R16.2 milion from
R724.5 million in the 2023/24 Approved Budget ORGB to R708.4 million in the 2023/24 Adjustments
Budget ADJB. On page 15 of the Adjustments Budget Narrative, the municipality attrib d the
downward adjustment fo the Council decision to withhold increases and due to budgeted positions
which have not been filled. The adjustment is made in fine with the Approved Budget Funding Plan.
Remungration of councillors 28443 26 9}7_ 26987 (1456) - = — -
Bulk purchases - electricity 660 933 654 133 654 133 (6 800) | The municipality budgeted to adjust Bulk purch - electricity do is by R6.8 million from
R660.9 million in the 2023/24 Approved Budget ORGB to R654.1 million in the 2023/24 Adjustments
Budget ADJB. On page 16 of the Adjustments Budget Narrative, the municipality attributed the
downward adjustment to the application submitted to Eskom fo reduce the current MVA from 125 to
100 as well as the expected change of consumers to other sources of anergy due to load shedding.
Inventory consumed 159 854 181 75¢ 168 244 8391 | The municipality budgeted to adjust Inventory consumed upwards by R8.4 million from R159.9 million
in the 2023/24 Approved Budget ORGB fo R168.2 million in the 2023/24 Adjusimenls Budget ADJB.
On page 16 of the Adjustments Budget Narrative, the municipality attributed the upward adjustment
to addiional stores material that have become necessary for the purpose of water provision as well
as the correction of the item segment fo align with mSCOA requirements.
Debt impaiment 308 145 285207 | 285 207 (22 938) | The municipality budgeted to adjust Debt impairment downwards by R22.9 million from R308.1
million in the 2023/24 Approved Budgel ORGB 1o R285.2 million in the 2023/24 Adjustments Budget
ADJB. On page 16 of the Adjustments Budget Narrative, the municipality atiributed the downward
adjustment to the adjusted biling and collection rates based on the mid-year review.
Dapreciation and amortisation 379139 | aretse | 379138 | - - B - - i
nterest 32205 3545 32545 0 e - B
Contracted sarvices 207716 | 267155 | 267156 59439 | The municipality budgsted to adjust Contracted services upwards by R59.4 million from R207.7
million in the 2023/24 Approved Budget ORGB to R267.2 million in the 2023/24 Adjustments Budget
ADJB. On page 17 of the Adjustments Budget Narrative, the municipalily aftributed the upward
adjusiment o the projects that have been moved from the capital budget to the operational budget
and the appropriation of the disasler grant.
Transfers end subsidies _— |- - = — - - - . -
Iecoverable debts written off 89312 93659 | 93 659 4347 | The municipality budgeted lo adjust Irrecoverable debls writlen off by R4.3 million from R89.3 million
in the 2023124 Approved Budget ORGB to R83.7 million in the 2023/24 Adjustments Budget ADJB.
On page 7 of the Adjustments Budget Narrative, the municipality atlributed the upward adjustment to
the decision of council to exlend incentive scheme which will result in more outstanding debts being
written off.
Operational costs 134 307 162099 | 155614 | 21307 | The municipality budgeted to adjust Operational costs upwards by R21.3 milfion from R134.3 million
in the 2023/24 Approved Budget ORGB to R155.6 million in the 2023/24 Adjusiments Budget ADJB.
On page 7 of the Adjustments Budget Narrative, the municipality atiributed the upward adjustment to
the movement of funds from the Capital budget ta the operating budget due to the nature of itams
which are no longer qualifying as assets and maintenance.
L Losses on disposal of Assels | = = = = o o o
Other Losses = ! = = - - I -
Total Expenditure 2724580 | 2771049 2771049 45 460 | Total Expenditure has been budgeted to increase by R46.5 million.
Total Revenue (excl. capital transfers and contr.) 23554688 | 2397032 2397032 35258 o - -
Tatal Expenditure 2724589 2771049 I 2771049 46 460
Surplusf{Deficit) {369 121)| (374 017) {374 017) {11.202)| The Budgeted Operafing Deficit has increased by R11.2 million.




Table 3: Adjustments Budget Capital Expenditure by Standard classificat

jon and funding - (Table B5) & R&M/Renewals - (Table SB1, B9 and SB18(b)(c)}
—T =1z r

Description Original Council Adjust
Budget Approved Budget Decrease
(ORGB) Adjustments {ADJB) ORGB/ADJB
Budget
(Schedule B)

R thousand 2023124 -

Capital Expenditure - Functional I

Goverance & administration ato0 | 730 7330 2630 N

Executive and council - 1757 1767 1757 N -

Finance and adminisiration 4700 5673 5573 873 ] o B - A B

Internal audit - = — | - o B - -

Community & public safety | wmws sz sz swm2| N N B T

Community and social services 938 1308 1308 arn

Sport and recreation 33938 39 169 39049 5111 i -

Public safety h - = 120 120 o B

Housing ] 500 800 | 800 300 - . = B

Health - | - I - | - B - o -

Economic & enviranmental services 60 258 65620 | 63670 3412 o B - e

Planning and development_ B 191 | 6278 Gﬁ__ 6087 | o — -

Roadtransport i 60 067 | 59342 | 57392 (2675) n == N N )

Environmental prolection - =] = | i - -

Trading services 154 204 136665 138625 (15579) i il i N

Energy sources 21 550 ] 27 _836 27836 6286' o B B 3 - =

Water management 1Ba7 00054, 100054 (16 353)| I N B

Wasle water management 16797 7541 9901 (5898) e _— - - -

Wasle managemeT . 450 | 834 834 384 - =

Other 800 10 | “(800)| - - -

Total Capital Expenditure - Functional 256338 250902 250902 |  (4436)|[The municipality decreased Total Capital Expenditure by R4.4 million from R255.3 million in
the 2023/24 Approved Budget ORGB to R250.9 million in the 2023/24 Adjustments Budget
ADJB. The budgeted Total Capital Expenditure of R250.9 million is in line with the Total
Capital Expenditure of R250.9 million as per the updated 2023/24 Budget Funding Plan. On
page 8 of the 2023/24 Adjustments Budget narrative, the municipality stated that the
adjustments to the capital budget was due to additional funds received for Disaster
recovery and a reduction in MIG funding.

Fundodby: [ I = euimien

National Government 28012 213181 212 481 (15531)] B . -

Provincial Government 12758 18854 19554 | 6796 u . = B

District Municipality B B - - =l - - = — - -

Transfers and subsidies - capital (monetary — | - = =

allocations)

(National / Provincial Departmental Agencies,

Households, Non-profit Institutions, Private

Enterprises, Public Corporatons, Higher

Educational Institutions)

Transfers recognised - capital 240770 232035 | 232035 | (F35)_ The municipeﬁity budgeted Transfers recognised Kpital of R232 million in the 2023/24 -
Adjustments Budget. However, the Adjusted DoRA and Adjusted Provincial Gazette has
budgeted to transfer R226.2 million to the municipality.

Borrzwiﬁg = = = =1 - - o _ - o

Internally generated funds 14 568 18 867 18 867 4299 |The municipality adjusted Intemally generated funds by R4.3 million from R14.6 million in the
2023124 Original Budget ORGB to R18.9 million in the 2023/24 Adjustments Budget ADJB. The
budgeted increase of R4.3 million is noted with concemn as the municipality is facing financial
challenges.

Total Capital Funding 255338 250902 250 902 {4436)|Total Capital Funding has decreased by Rd.4 million.

"Repairs and maintenance 44492 40495 | 4681 189 |

(Table SB18(c)) i |

Renewal of existing assets 8000 30072 16112 8112 [The municipality budgeted to adjust Renewal of existing assets by R8.1 million from R8 million in

Total Renewal and upgrading of Existing 124 142 120 606 120 606 (3 536}

Assets




Table 4: Adjustments Budget Cash Flow - (Table B7)

Description Council | Adjustments | Treasury |Comments
Approved Budget Calculation *
Adjustments (ADJB}
Budget
{Schedule B}
}
R thousand 2023/24
CASH FLOW FROM OPERATING ACTIVITIES
Receipts i
Property rates 337122 ¢ 326047 326 047 | The municipality budgeted to receive R326 million from Property rates in the
[ Adjustments Budget ADJB Table B7. This equates to a 82.2 percent collection rate
[ when compared to the R396.6 million recognised in Adjustments Budget ADJB Table
B4, The updated Budget funding plan approved by Council budgeted for receipts from
Property rates of R337.1 million. For recalculation purposes, the Provincial Treasury
utilised the collection rates as per the municipality.
| _ I

Service charges 1128137 1116 964 1116 964 | The municipality budgeted to receive R1.1 billion from Service charges in the
Adjustments Budget ADJB Table B7. This equates to a 82.9 percent collection rate
when compared to the R1.3 billion recognised in Adjustments Budget ADJB Table B4.
The updated Budget funding plan approved by Council budgeted for receipts from
Service charges of R1.1 billion. For recalculation purposes, the Provincial Treasury
utilised the collection rates as per the municipality.

Other revenue 278927 33136 241615 [The municipality budgsted to receive R33.1 milion from Other revenus in Adjustments Budgel
ADJB Table B7. For recalculation purposes, the Provincial Treasury calculated receipts from
Other revenue of approximately R241.6 million, which includes budgeted Other revenue from the

| Adjustments Budget ADJB Table B4 using various coliection rates (Rental of facilities 100
percent, Fines penalties and forfeils 18 percent and Other revenue 100 percen), plus estimated
| VAT collected on debtors payments, VAT collected on cash sales and eslimated VAT refunds for
2023/24.

Transfers and Subsidies - @aﬁonal . 559 406 604 152 | 504 152 | The municipality budgeted R604.2 million for Transfers and Subsidies - Operational in the
Adjustments Budget data strings ADJB, the Provincial Treasury used R604.2 million based on
the ADJB and other data on hand for recalculation purposes. However, the Adjusted DoRA and

' Provincial Gazette budgeted to fransfer R746.9 million to the municipality.

Transfers and Subsidies - Capital 232035 232095 232035 |The municipaw budgeted R232 million for Transfers and Subsidies - Capilal in the Adjustments
Budgst data strings ADJB and Council Approved Adjustments Budget (Schedule B), the
Provincial Treasury used R232 million based on the ADJB and other data for recalculation
purposes. However, the Adjusted DoRA and Provincial Gazetle budgeted to transfer R226.2
million to the municipality.

Interest ) 5330 5330 5330 |The municipality budgeted R5.3 million for Interest in the 2023/24 Adjustments Budget in ADJB
Table B7 which was utilised by the Provincial Treasury for recalculation purposes based on
ADJB Table B4.

Dividends - I = - - - - B

Payments — |

—§uppliers and employees (2251563)|  (1959756): (2 245 867)|The municipality budgeted R2 billien for Cash payments for Suppliers and_employees in
Adjustments Budget data strings ADJB. For recalculation purposes, the Provincial Treasury
calculated Suppliers and employees of approximately R2.2 billion, being 100 parcent of the
Operating budget excluding non-cash items in ADJB Table B4 and including estimated Input VAT
payable to Suppliers for Operating and Capital expenditure based on ADJB Tables B4 and B5.

Finance cha?ges N (32 543) (32 545) (32 545)| The municipality budgeted R32.5 million for Finance charges in the 2023/24 Adjustments Budget
in ADJB Table B7 which was utilised by the Provincial Treasury for recalculation purposes.

" Transfers and Grants - = - - -

NET CASH FROM/(USED) OPERATING ACTIVITEES 256 849 325363 247731 i
CASH FLOWS FROM INVESTING ACTIVITIES | B . =
Receipts i - — — —

* Treasury Calculation based on Tables B4 and B5 ADJB Data Strings and the 2022/23 Audited AFS



Description Council Adjustments Treasury |Comments
Approved Budget Calculation *
Adjustments (ADJB)
Budget
(Schedule B)
R thousand 2023/24
CASH FLOW FROM OPERATING ACTIVITIES
Proceeds on disposal of PPE 20000 20000 | — | The municipality budgeted for Proceeds on disposal of PPE of R20 million in the Adjustments
Budget data strings ADJB. For recalculation purposes, the Provincial Treasury used Nil as per
the ADJB.
Decrease @se) non-clﬁ\t_receivables __ == = - '_ - = h
Decrease (increase) in non-current investments - - -

* Treasury Calculation based on Tables B4 and BS ADJB Data Strings and the 2022/23 Audited AFS



Description Coungil Adjustments | Treasury |Comments
Approved Budget Calculation *
Adjustments (ADJB)
Budget
{Schedule B)
R thousand 2023124
CASH FLOW FROM OPERATING ACTIVITIES
Payments S | = — —

Capital assets (250 902) (250 902) (250 212)| The municipality budgeted R250.8 million for Capital Assets in the 2023/24 Adjustments Budget
in ADJB Table B7, the Provincial Treasury used R250.2 milion based on the ADJB and other
other data for recalculation purposes.

NET CASH FROM/(USED) INVESTING ACTIVITIES (230902  (30902)) (250212

|
'CASH FLOWS FROM FINANCING ACTVITIES D o B B
Receipts — |

Short term loans i - | - S B

Borrowing long lerm/reﬂnancing_ =E= - - .

Increasﬂacrease) in consumer deposits - ] - = =

Paymenis - - - - -

Repayment of borrowing (34 082) (34 082) (64 998) | The municipality budgeted for Repayment of borrowing of R34.1 million in the 2023/24
Adjustments Budget in ADJB Table B7. For recalculation purposes, the Provincial Treasury
utilised R65 million based on the 2022/23 Audited Financial Statements.

NET CASH FROMI(USED) FINANCING ACTIVITIES (34 082), (34 082) (64998)| a a -
'NET INCREASE/ (DECREASE) IN CASH HELD | (8134) 60379 (67 479)

Cash/cash equivalents at beginning: 12227 12375 12 227 [The municipality has reflected Cash/cash equivalents at beginning of R12.4 million as appossed
to R12.2 million as per the 2022/23 Audited AFS in the Adjustments Budget ADJB Table B7. For
recalculation purposes, the Provincial Treasury ufilised R12.2 million.

Cash/cash equivalents at year end: 4093 72755 (55 252)|Based on Provincial Treasury's recalculation, the Cashlcash equivalent at year end will be

approximately negative R55.3 million.

* Treasury Calculation based on Tables B4 and BS ADJB Data Strings and the 2022/23 Audited AFS



Table 5 - Adjustments Budget Cash backed reserves/accumulated surplus reconciliation - (Table B8)

Description Council Treasury |Comments
Approved Calculation *
Adjustments
Budget
(Schedule B)
R thousand 2023124
Cash and investments available I

Cash/cash equivalents at the year end 4093 (55 252)|Based on Provincial Treasury's recalculation, the Cash/cash equivalent at year end will be approximately
negative R55.3 million.

Other current investments > 90 days - {0}

Non current assets - Investments = = =

Cash and investments available: 4093 (55 2?2)
Applications of cash and investments ) -

Unspent conditional transfers 81499 124 374 | The municipality budgeted for Unspent conditional transfers of R81.5 million in the Council Approved
Adjustments Budget (Schedule B) in Table B8. The Provincial Treasury after considering the Unspent
conditional transfers as per the 2022/23 Audited AFS and the 2023/24 budgeted allocations and grant
expenditure as per the ADJB, used approximately R124.4 milion for recalculation purposes.

Unspent borrowing = - D -

Statutory requirements 26 976 32 563 | The municipality budgeted Statutory requirements of R27 million in the Council Approved Adjustments Budget
(Schedule B) in Table B8. The Provincial Treasury after considering the VAT payablefreceivable as per the
2022/23 Audited AFS and the 2023/24 budgeted income and expenditure as per the ADJB, used approximately
R32.6 million for recalculation purposes.

Other warking capital requirements 8851 246 862 | The municipality budgeted for Other working capital requirements of R8.9 milkion in the Council Approved
Adjustments Budget (Schedule B) in Table B8. The Provincial Treasury afler considering the estimated 2023/24
outstanding Debtors and Creditors balances and the current estimated Debtors collection rates, used
approximately R246.9 million for recalculation purposes.

" Other provisions 14 261 14 261 = =
LorTg term investments committed A= - -
Reserves to be backed by cash)ih_vestments 32633 32292
Total Application of cash and i t 164219 450351 - - e
Surplus{shortfall) (160 127) (505 603) | Based on a recalculation of the Cash/Cash equivalents at the year-end as per Table B7: Budgeted cash
flows and the Surplus/(shortfall) as per Table B8: Cash backed reservesfaccumulated surplus
reconciliation of your 2023/24 Adjustments Budget in line with the National Treasury Budget funding
assessment framework using the audited 2022/23 Annual Financial Statements and the Adjustments
Budget data string (ADJB) figures from Tables B4 and B5 that were uploaded to the National Treasury
GoMuni Upload Portal and downloaded by Provincial Treasury from the portal on 13 March 2024, your
municipality’s 2023/24 Adjustments Budget appears to be unfunded in terms of Section 18 of the MFMA
read together with MFMA Circular No. 55 and Regulation 22 of the MBRR which states that an
Adjustments Budget of a municipality must be appropriately funded.

* Treasury Calculation based on Tables B4 and B5 ADJB Data Strings and the 2022/23 Audited AFS
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Table 6: Adjustments Budget Transfers and Grants Receipts - (SB7) )

Description Original Adjustments  Difference |Comments
Budget Budget
(ORGB) (ADJB)
R thousand 2023124
RECEIPTS:
Operating expenditure
" National Government 511759 | 545105 | 33346 o
Local Govemment Equitable Share 506 803 506 803 -
Expanded Public Works Programme 3106 | 2032 | (174)|As per Adjusted DoRA o — -
“Infrastructure Skills Development Grant - 300 300 |The municipality budgeted for an additional allocation of R300 000 for Infrastructure Skills Development

Grant. It is not clear as to the source of this grant as it is notin the Adjusted DoRA and the Adjusted
Provincial Gazette.

Local Go t Financial M t 1850 1850 | =
Municipal Disaster Recovery Grant - 4500 | 4500 |As per Adjusted DoRA B
Municipal Infrastructure Grant - 28720 | 28720 |As per Adjusted DoRA B
Provincial Government 54744 | 59047 | 4303 B
Capacity Building and Other 54744 | 59 047 | 4303 | The Adjusted Provincial Gazette budgeted to transfer R201.8 million to the municipality.
Other Grant Providers — - - = o B o

Capital exgen_ditur; | _

National Government | amon 213181 | (14831) B i
Municipal Infrastructure Grant (MIG} 131948 | 104779 | {27 169)|As per Adjusted DoRA - - o a
Infrastructure Skills Development Grant = 700 700 [ The municipality budgeted an additional altocation of R700 000 for Infrastructure Skills Development

Grant. Itis not clear as to the source of this grant as itis not in the Adjusted DoRA and the Adjusted
Provincial Gazette.

Inlegrated National Electrification Programme 21550 | 20550 | {1000)|As per Adjusted DoRA
Municipal Disaster Recovery Grant - 16 152 16 152 |As per Adjusted DoRA
_N_eighbourhoodﬁevmlnent Partnersi\_ip_ | 24514 21000 F14) As per MDORA _
Water Services Infrastructure Grant 50 000 50 000 B o
Provincial Government B | 12758 1_3_8_54 6096 . — - - }
Infrastructure = 4761 4761 | The municipality budgeted an additional allocation of R4.8 million from Provincial Gazette, whereas the

Adjusted Provincial Gazette did not budget to transfer additional grants to the municipality.

Capacily Building and Other 12758 14093 1 335 |The municipality budgeted an additional allocation of R1.3 million from Provincial Gazette, whereas the
Adjusted Provincial Gazette did not budgel to transfer additional grants to the municipality. The Provincial
Gazette budgeted for R12.2 million for Operational Costs for Accrediled Municipalities {Human
Settlement Development grant).

Other Grant Providers | - = _



