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8: 2023/24 MID-YEAR ADJUSTMENTS BUDGET : (5/1/1-2023/24)

RESOLVED

(a) That, the operating, and capital mid-year adjustments budget
for the year 2023/2024 financial year be approved.

(b) That, the Revised Budget Funding Plan that is aligned to the
adjustments budget be approved.

(c)  That, the adjustments budget of the uThukela Water, be noted.

(d) That, the Integrated Development Plan (IDP) and Performance
Management System (PMS) have been amended in line with

the adjustments budget.

()  That, the adjusted service standards be approved.



(iii)

() That, the accounting officer be mandated tc submit the
adjustments budget to National and Provincial Treasury as
required by section 28 (7) of the Municipal Finance

Management Act, N°. 56 of 2003.

() That, the Provincial Treasury’s assessment on the mid-year
review be noted.

(h)  That, it be noted that the EFF and the ANC are not in support of
the recommendations.

(i) That, it be noted that during the voting process, 34 votes were
for the 2023/2024 mid - year adjustments budget and 20 votes
were against the 2023/2024 mid — year adjustments budget.
Further it be noted that three (3) Councillors did not vote.

|, the undersigned, ZAMOKWAKHE WESLEY MCINEKA, in my capacity as MUNICIPAL
MANAGER to the Newcastle Municipal Council, hereby certify the above as a frue extract

from the minutes of the spwcil meeting held on 28 February 2024.

/{. . MCINEKA [
MUNICIPAL MANAGER

Newcastle
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Ref. No - 51111 (2023/24)

Author : MS Ndlovu -

1st Level : Executive Committee

2nd Level : Council

4th Level : Provincial and National Treasuries

1. PURPOSE

The purpose of this report is to request council to approve the mid-year adjustments budget in terms of section
28 of the MFMA. The report appraises council on the revisions made on revenue and expenditure projections
based on the performance of the first six months of the financial year and the adjusted national and provincial
allocations. The report further intends to obtain council approval on the approval of the revised Budget Funding
Plan which is aligned to the adjustments budget.

2. LEGISLATIVE FRAMEWORK

This report is prepared in line with MFMA; Section 28, read together with Municipal Budget and Reporting
Regulations; 21 -27.

3. BACKGROUND

Section 28(1)(2) of the Municipal Finance Management Act 56 of 2003 states that a municipality may revise an
approved budget through an adjustment budget. In line with the above mid-year review performance, council
resolved that it is necessary to perform an adjustments budget in order to deal with the variances identified at
mid-year. Through this process, the municipality will also deal with any unforeseen and unavoidable expenditure
that might have been incurred during the year. The aim of this adjustments budget is also to ensure that the
municipality is operating within realistic revenue while it continues to provide minimum service delivery through
payment of creditors. Section 28 requires that, when tabled, an adjustment budget must provide explanations of
how the original budget will be affected.

4. DISCUSSION

This adjustments budget is submitted in terms of section 28 of the MFMA. It seeks to ensure that revenue and
expenditure of the municipality is adjusted in line with the mid-year performance and the full-year forecast, while
ensuring that the municipality keeps to its commitments of its approved Revised Budget Funding Plan. Budget
narratives are further discussed below:
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4.1 OPERATING BUDGET

The operating budget of the municipality is reflected in table B4 of the B Schedule attached hereto as required
by the Municipal Budget and Reporting Regulations.

Operating revenue

As reflected in table B4, the total operating revenue has been adjustment upwards by R41.5 million from the
budget of R2.355 billion to the adjusted budget of R2.397 billion. Major adjustments that attributed to this

adjustment are explained below.

o Electricity service has been adjusted to downwards from R882.0 million to R863.9 million, representing
a decrease of R18.1 million. The decrease is due to business consumers who has opted for other
sources of energy and electricity losses. This is evident in the mid-year performance where electricity
underperformed by R17.3 million.

o Property rates have been slightly adjusted downwards from R396.7 million to R396.6 million,
representing a decrease of R127 thousand. This is due to the additional indigent that the municipality
has extended to the qualifying ratepayers.

e Revenue from waste management has been adjusted downwards from R110.1 million to R109.7 million,
representing a decrease of R360 thousand. The decrease is attributed to delays in billing new areas
which are still under development.

o \Wastewater service charges have been adjusted upwards from R133.6 million to R154.3 million,
representing an increase of R20.7 million. The increase attributable to the increase in estimated was
consumption as well as new developments in the jurisdiction of Newcastle.

o Sale of goods and rendering of Services has been brought in in order to comply with the data strings
and reporting requirements. The budget for operating revenue has been adjusted upwards to R13.5
million upwards based on the mid-year performance of operating revenue.

e Rental of facilities has been adjusted upwards from R8.8 million to R11.0 million, representing a
decrease of R2.29 million. The increase is attributable to additional demand for municipal halls and
municipal full occupation of municipal flats.

e Interest from receivables (debtors) has been adjusted downwards from R5.8 million to R3.9 million,
representing a decrease of R1.9 million. This decrease is attributable to the business debt which has
been written-off due to the incentive schemes approved by council.
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e Transfers and subsidies — operational have been adjusted to increase from R577.6 million to R604.1
million, representing an increase of R26.5 million. The increase is based on the adjusted National and
provincial allocations, as well as the movement of some of the grant-funded expenditure between the
operating and capital budgets. The increase is also attributable to grant allocations, roll-overs and the

movement of MIG from capital to operational.

e Revenue from gains has been adjusted upwards from R2 million to R5.7 million, representing an
increase of R3.7 million. This increase is attributable to the sale of municipal process, the process of

which was initiated in the previous financial years.

« Revenue from fines has been adjusted upwards from R4.8 million to R7.2 million, representing an
increase of R2.4 million. The increase is attributed fo the re-instatement of traffic officials, resulting and
more law enforcement in Newcastle. Speed cameras are also now used to strengthen law enforcement.

Operating expenditure

The operating expenditure of the municipality is reflected in table B4 of the B Schedule as required by the

Municipal Budget and Reporting Regulations.

The total operating expenditure has been adjustment upwards by R46.4 million from original budget of R2724
billion to the adjusted budget of R2.771 billion. Major adjustments that attributed to this adjustment are explained

below.

o Employee costs has been adjusted downwards from R724.6 million to R708.3 million, representing a
decrease of R16.2 million. The decrease is due positions that were budgeted for but the process to fil
them has not been initiated. The decision to implement the annual increments is also unlikely to be
finalized in the current year due to the review processes currently underway. It must further be noted

that this item recorded an under-performance of R38.9 million at mid-year.

e Remuneration of councillors has been adjusted downwards from R28.4 million to R26.9 million,
representing a decrease of R1.4 million. The original budget included full increments for upper limits of
councilor, however the MEC for Cooperative Govemance approved only 50% increments on upper
limits. The current vacancies of 4 councillors will result in some savings on councillor remuneration

budget.

o Bulk electricity purchases have been downwards from R660.9 million to R654.1 million, representing a
decrease of R6.8 million. The decrease is attributable to the application submitted to Eskom to reduce
the current MVA from 125 to R100, as well as the expected change of consumers from electricity to

other alternative energy sources due to load shedding.
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e Inventory consumed has been adjusted upwards from R159.8 million to R161.4 million, representing an
increase of R1.9 million. The increase is attributed to the additional stores material that has become

necessary for the purposes of water provision.

e Water bulk purchases budget, the uThukela Water's budget of R159.9 million has not been adjusted.
The entity has made a submission requesting an additional budget of R3.7 million. After due
consideration the municipality is advising that such request cannot be accommodated at this stage due
to the budget status (unfunded) of the municipality. The department of technical service is currently
implementing measures to reduce water losses, which assist in reducing the cost of purchase of bulk

water from the entity.

e Debt impairment has been adjusted downwards from R308.1 million to R285.2 million, representing a
decrease of R22.9 million. The decrease is linked to the adjusted billing and collection rates based on

the mid-year review. Debt impairment is the difference between the billing and the collections.

o No adjustment has been made on depreciation. While the mid-year review recorded the under-
performance of R3.3 million (-2%), the municipality is however expecting to capitalize more assets in
the last six months of the financial year, which will slightly increase the depreciation expense at year-

end.

e Contracted services have been adjusted to upwards from R207.3 million to R267 4 million, representing
an increase of R60.4 million. The increase is attributable to projects that have been moved from capital
to operational, appropriation of the disaster grant. An additional budget has also been appropriated for

the purchase of our own plant and vehicles on a hire-purchase basis.

e Interest on finance charges item has been adjusted upwards from R32.2 million to R32.5 million,
representing an increase of R340 thousand. The increase is due to the interest charges on pensions

that were not anticipated during the original budget process.

e lrrecoverable debt written-off has been adjusted upwards from R89.3 million to R93.6 million,
representing an increase of R4.3 million. This is due to the decision of council to extend the incentives

scheme, which will result in more outstanding debts being written off.

o Operational costs have been adjusted upwards from R134.5 million to R161.4 million, representing an
increase of R26.8 million. The increase is attributable to movement of funds from capital to operating

budget due to the nature of item longer qualifying to be assets.
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4.2. CAPITAL BUDGET

The capital expenditure of the municipality is reflected in table B5 of the B Schedule as required by the Municipal
Budget and Reporting Regulations. Capital expenditure has been adjusted downwards from R255.3 million in
the original budget to R250.9 million during the year, representing a decrease of R4.4 million. The decrease is
mainly due to the movement of certain projects from capital to operational budget.

4.3 CASH FLOW BUDGET

The municipality is working on strategies to improve is collection and other cash inflows with a view to improve
its financial sustainability. The following changes in table A7/B7 have been made from the original budget and

the adjustments budget:

e Receipts from property rates has been adjusted to increase from R299.5 million to R337.1 million,
representing an increase of R37.5, This due to the improvement of collection rate from 75.5% to 85%.
The assistance of CoGTA on government debt has also assisted to improve the collection rate.

e Receipts from service charges have been adjusted downwards from R1.144 billion to R1.128 billion,
representing an decrease of R16.3. In the main, this due to the revision of the electricity collection rate
from R96.7% to 95.89%. Electricity is the major component of the service charges accounted for.

e Receipts from govemment — operation adjusted upwards from R547.2 million to R552.5 million,
representing an increase of R4.8 million. The increase is based adjusted national and provincial grant
allocations. In the main, the disaster recovery granted is the cause for the increase, which majority of
national grants have been reduced.

e Receipts from other revenue has been adjusted upwards from R231.1 million to R278.9 million,
representing an increase of R47.7 million. The increase is due to the adjusted revenue figures, as well
as VAT receipts expected to be received from collections and SARS.

e Receipts from interest remain unchanged at R5.3 million. The income received from investments has
been stagnant due to the cash flow situation of the municipality.

e Supplies and employees have been adjusted upwards from R2.175 billion to R2.252 billion, representing
an increase of R77.6 million. The increase is based on the explanation provided under operational
expenditure, particularly with regards to contracted services and Operational costs. The impact of VAT
payments emanating from the increased expenditure also contributed to the increase.

o Payments on capital assets have been adjusted downwards from R255.3 million to R250.9 miltion,
representing a decrease of R4.4 million. The decrease is mainly due to the movement of projects from

the capital to operating budget.
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e No adjustment has been made on the repayment of borrowing. The budget will remain at R32.1 million
as there if no information to suggest the need for adjustment.

e Cash and cash equivalents and the beginning of the year has been adjusted downwards from R27 .4
million to R12.2 million, representing an decrease of R15.2 million. The decrease is based on the figure
of cash and cash equivalents as per the 2022/23 audited annual financial statements.

4.4 RESERVES TO BE CASHED BACKED

As the best practice, municipalities must ensure that adequate reserves are generated to cater for any unspent
conditional grants, provisions and reserves that are required to be cash backed in terms of GRAP and the
municipal policies. However, the assessment conducted by Provincial Treasury has revealed that it not possible
at the stage for the Newcastle Municipality to achieve this requirement. Nevertheless, the municipality must still
present a very credible state of affairs and adopt a budget funding plan to correct the situation.

The following adjustments in table B8 have been noted from the original budget and the adjustments budget:

e Cash and cash equivalents has adjusted downwards from R19.6 million to R4.6 miliion, representing an
decrease of R15.2 million. The increase is due to the additional operational expenditure and contracted
services appropriated into the budget. The slight decrease on the electricity collection rate has had a
slight impact, while the balance of cash at the beginning of the year has been adjusted to R12.2 million
based on the 2023 audited annual financial statements.

o Unspent conditional grants has been appropriated at R124.4 million as the budget thereof was
erroneously omitted during the original budget. The budget is based on the 2023 audited AFS, less the

NDPG grant recalled by National Treasury.

¢ Unspent borrowing has been adjusted downwards from R113.4 million to zero. This budget was
erroneously included during the original budget process as the municipality does have borrowings that
are unspent. This amount was meant to be included as unspent conditional grants.

o Other working capital requirements has been adjusted downwards from R-165.3 million to -R15.3
million, representing a decrease of R150.0 million. This is based on the increase in the creditors of bulk
purchases, with no significant improvement has been recorded in the collection rate.

« Other provisions have been adjusted upwards from R11.1 million to R14.2 million, representing an
increase of R3.1 million, the adjustments is based on the 2023 audited AFS.



Executive Committee February 2024

2023/24 MID-YEAR ADJUSTMENTS BUDGET: (5/1/1-2023/24): BUDGET AND TREASURY OFFICE:
FEBRUARY 2024

e Reserved to be backed by cash have been adjusted downwards from R34.5 million to R32.2 million,
representing a decrease of R2.2 million. The adjustment is based on the 2023 audited AFS.

5. CONCLUSION

This adjustments budget requires councillors and senior management to tighten their belts, implement all efforts
to ensure that the budget funding plan and other strategies are implemented.

7. LEGAL IMPLICATIONS

The submission seeks to comply with section 28 of the Municipal Finance Management Act, No. 56 of 2003,
read together with regulations 21- 27 of the Municipal Budget and Reporting Regulations require, inter alia, that
the Accounting Officer submit the Adjustments Budget to the Mayor, Provincial and National Treasury by the
28t of February of each year. Failure to have the adjustment budget approved within stipulated timeframe will
result in non-compliance with the legislation and unfavourable actions from National and Provincial Treasuries.

8. POLICY IMPLICATIONS

The submission of the Mid-Year Adjustments Budget seeks to ensure compliance with the Budget Policy as
adopted by Council.

9. FINANCIAL IMPLICATIONS

No financial implication associated with the approval of the budget. The impact of the budget adjustments are
highlighted in the report above.

10. RECOMMENDATIONS

(a) that the operating and capital mid-year adjustments budgets for the 2023/24 financial year be
approved:

(b) that the Revised Budget Funding Plan that is aligned to the adjustments budget be approved;

(c) that adjustments budget of the uThukela Water be noted as attached;

(d) that the Integrated Development Plan (IDP) and Performance Management System (PMS) have been
amended in line with the adjustments budget;

(e) that the adjusted service standards be approved;



Executive Committee: February 2024
2023/24 MID-YEAR ADJUSTMENTS BUDGET: (5/1/1-2023/24): BUDGET AND TREASURY OFFICE:
FEBRUARY 2024

(f) that the Accounting Officer be mandated to submit the adjustments budget to National and Provincial
Treasuries as required by section 28(7) of Municipal Finance Management Act No.56 of 2003;

(g) that the Provincial Treasury's assessment on the Mid-year review be noted.

11. SUPPORTING BUDGET SCHEDULES

The budget documents for the budget are attached hereto as follows:

Annexure A : Adjustment Budget Document

Annexure B : Operational budget

Annexure C : Capital budget

Annexure D : B Schedule budget tables

Annexure E : uThukela Water Adjustments Budget

Annexure F : Revised Budget Funding Plan

Annexure G : Provincial Treasury’s Assessment of the Mid-year Budget Assessment

Report prepared by:

Report seen by:

A . ~
DX DUBE ZW MUINEKA
PORTFOLIO COUNCILLOR MUNICIPAL MANAGER

BUDGET AND TREASURY OFFICE
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PART 1 - ADJUSTMENT BUDGET

1. MAYOR’S REPORT

(To be tabled by Mayor at the Council meeting)

Newecastle Municipality Adjustment Budget: 2023/24
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2. ADJUSTMENTS BUDGET RESOLUTIONS

It is recommended:

(a) that the operating and capital mid-year adjustments budgets for the 2023/24 financial year

be approved;

(b) that the Revised Budget Funding Plan that is aligned to the adjustments budget be approved,

(c¢) that adjustments budget of the Uthukela Water be noted as attached;

(d) that the Integrated Development Plan (IDP) and Performance Management System (PMS)

have been amended in line with the adjustments budget;

(¢) that the Accounting Officer be mandated to submit the adjustments budget to National and
Provincial Treasuries as required by section 28(7) of Municipal Finance Management Act

No.56 of 2003;

(f) that the Provincial Treasury’s assessment on the Mid-year review be noted.
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3. EXECUTIVE SUMMARY

3.1 OVERVIEW OF THE MUNICIPALITY

Newcastle Municipality is located in the inland region on the Northwest corner of KwaZulu-Natal,
a few kilometres south of the Free State and Gauteng provincial borders, in the foothills of the
Drakensberg. The municipality covers an area of 1,855 km’, has a population of 332,980 by Census
2001 figures and is made up of 31 wards. The Newcastle municipal area is the most densely
populated municipality in the District and constitutes 71% of the total population of the Amajuba
District Municipality, and 3.5% of the total population within KwaZulu-Natal. From the 2011
Census figures, Newcastle has a very young population with most being in the 15 to 34 age group.
This implies that most are in the active age group and hence planning is required for more
employment opportunities. This is a challenge that needs a strategic approach in light of the general

economic dynamics of the district as a whole.

The income breakdown of Newcastle further qualifies the fact that there are limited formal
employment opportunities in the area. More than 60% of the population has an income of less than
R1 500 a month. More than 48% have an income of less than R1000 per month. The number of
people with no income has also trebled since the 1996 census. This has seen an increase in the
indigent population is current sitting at approximately 10,000 since December 2023. 60% of the
population of Newcastle is mainly urban with 59,423 living in formal housing, 6,851 living

informal settlements and 4,649 in traditional housing.

Newecastle is a secondary city offering employment opportunities to the surrounding rural hinterland
and acts as the district's urban core. It therefore provides employment opportunities to the whole
district. The greatest challenge is to provide housing accommodation and the essential services to

meet the increasing demand especially around the urban core where a lot of informal settlements are

sprouting up.

The following are the statistics for Newcastle drawn from the Census 2011 information presented

by the Statistics South Africa.
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Criteria Newcastle %

Unemployment rate 54%
Population employed 27%
Population unemployed 32%
Population not economically active 40%
Access to electricity for lighting 84%
Access to refuse removal 71%
Piped Water inside dwelling 58%
Age group below 19 50%
Population with toilet connected to sewer 56%

The district as a whole is facing decline in GGP in all sectors. The economy of the district has

experienced a change from a dominant manufacturing base to a services base.

There has been some growth in the trade, construction and community services sectors. The
economy of Newcastle is however dominated by clothing and textiles, chemicals and metals.

Although the district as a whole has a number of challenges due to the declining economy a lot of

initiatives are underway to revive the economy.

Institutional Arrangements

The Municipality has a staff compliment of approximately 1600 people, servicing areas of
Newcastle, Madadeni, Osizweni, Blaauwbosch, Ngagane, Kilbarchan, and Charlestown. The
Newcastle Organogram (illustrated below), and as approved by Council, makes provision for a
Municipal Manager, a Chief of Operations, Internal Audit and five Departments each headed by a

Strategic Executive Director. The five Departments of the municipality are:

> Budget and Treasury Office
Corporate Services
Technical Services
Electrical Services

Community Services

Y V. V V V

Development, Planning and Human Settlement

It should be noted that Council is still in the process of revising the structure in line with Task

Grading system.
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3.2 NEWCASTLE MUNICIPALITY: ORGANOGRAM

COUNCIL » SPEAKER
EXECUTIVE
COMMITTEE
WHIPS
g COMMITTEE
MANAGER
3
CHIEF MANAGER:
OF OPERATIONS INTERNAL AUDIT
SED: SED: SED: SED: SED: DEVELOPMENT
BUDGET AND CORPORATE TECHNICAL COMMUNITY AND PLANNING &
TRESURY SERVICES SERVICES SERVICES HUMAN
OFFICE SETTLEMENTS

3.4 COUNCILLORS, EXECUTIVE COMMITTEE AND OFFICIALS

EXECUTIVE COMMITTEE
PORTFOLIO POLITICA
SURNAME &
DESIGNATION COUNCILLOR L
INITTIALS PARTY WARD
Mayor DUBED X Budget & Treasury IFP 18
Deputy Mayor THWALA SM Technical Services TSSA 28
Exco Member HLATSHWAYO | Community Services IFP 6
ME
Exco Member | KUBHEKA CB Corporate Services IFP PR
Exco Member MEIRING AP Planning, Development DA 4
B _ and Human Settlements |
Exco Member VACANT Technical Services
Exco Member SITHEBE LC Corporate Services EFF PR
Exco Member CASSIM F Planning, Development ASA PR
| and Human Settlements
Exco Member YENDE SA Budget & Treasury O ANC PR
Exco Member ZONDO VG Community Services ANC 27

Newcastle Municipality

Adjustment Budget: 2023/24




COUNCIL

POLITICAL

DESIGNATION SURNAME & INITIALS | PARTY | "'oX |

 Speaker ZULU TM 1IFP PR
Mayor DUBE DX IFP 18
Deputy Mayor THWALA SM TSSA 28
Councillor ALLY YA PA PR

| Councillor BAM VV IFP PR

' Councillor BUTHELEZI ME IFP 33
Councillor BUTHELEZI SB EFF PR

. Councillor CASSIM F ASA PR |

| Councillor CRONIE EIC DA 2
Councillor VACANT - 11

| Councillor DLAMINI TN EFF PR
Councillor DUBE NC DA PR
Councillor DUMA FL NFP PR

| Councillor 'HADEBE VF TSSA PR |
Councillor HARIRAM P DA 3
Councillor HLATSHWAYO MME ANC 17
Councillor HLATSHWAYO ME IFP 6
Councillor KHUMALO HN ANC 5
Councillor KHUMALO LM IFP PR

' Councillor KHUMALO NR TSSA 31
Councillor KUBHEKA CB IFP PR
Councillor VACANT 19
Councillor LETHEA MT ANC 10
Councillor 'LUIC IFP PR
Councillor MADI BG ANC 8

| Councillor MADI ZE IFP PR

' Councillor MAKHOBA MTD ANC 21 |

. Councillor MAKHUBO XM ANC 29 |
Councillor MALINGA FA IFP PR |

. Councillor MASEKO NP TSSA PR |
Councillor MASONDO NSF TSSA PR |
Councillor MASUKU SP IFP PR |
Councillor MATHE LI EFF PR
Councillor MATHUNIJWA BD ANC 20
Councillor MAZIBUKO LP IFP 9
Councillor MBATHA MV ASA PR
Councillor MEIRING AP DA 4

_Councillor 'MKHWANAZI AE EFF PR
Councillor VACANT 23
Councillor MNGOMEZULU SW ANC 22
Councillor MNISI PF ANC 15
Councillor MOLELEKOA RM ANC 12
Councillor MTHABELA NP EFF | PR
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" Councillor  MTHEMBU TE IFP PR |

Councillor NDEBELE LP ANC 7
Councillor NDLOVU MO ANC 13

| Councillor NGCOBO CS TSSA PR

| Councillor NGCOBO RN DA 34
Councillor NKOSI AT TSSA PR
Councillor NKOSI SE EFF PR
Councillor | NKOST WP ANC 26
Councillor | NTSELE S IFP 16

 Councillor NTSHANGASE MJ EFF PR
Councillor RUSSEL RBS VEFP PR
Councillor SHABALALA NP ANC 1
Councillor SHABANGU ANC | 24 |
Councillor SIBEKO VN IFP 32
Councillor SINGH S ASA 25

' Councillor SITHEBE LC EFF PR

| Councillor SITHOLE - IFP PR

| Councillor THUSI BR ATM PR
Councillor XIMBA LP ANC 14
Councillor YENDE SA ANC PR
Councillor ZONDO VG ANC 27
Councillor | ZULU NS IFP PR
Councillor | ZWANE ZE | ANC | 30
Traditional Leader i | KHUMALO DO |
Traditional Leader | RADEBE B §
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3.5 INTRODUCTION

Section 28 of the Municipal Financial Management Act provides that the municipality may perform
an adjustments budget within the prescripts. Section 28(1)(2) of the Municipal Finance
Management Act 56 of 2003 states that a municipality may revise an approved budget through an

adjustment budget. An adjustment budget:

a. must adjust revenue and expenditure estimates downward if there is material under-

collection of revenue during the current year;

b. may appropriate additional revenues that have become available over and above those
anticipated in the annual budget, but only to revise or accelerate spending programmes

already budgeted for;

c. may, within the prescribed framework, authorize unforeseeable and unavoidable expenditure

recommended by the mayor of the municipality;
d. may authorize utilization of savings in one vote towards spending under another vote;

e. may authorize spending of funds that were spent at the end of the past financial year where
under-spending could not reasonably have been foreseen at the time to include roll-overs

when the annual budget for the current year was approved by council;
f. may correct any errors in the annual budget; and

g. may provide for additional expenditure within a prescribed framework.

In line with the above provisions of the Act, the municipality has considered that it is necessary to
perform an adjustments budget. The aim of this adjustment budget is to ensure that the municipality
is operating within realistic revenue and expenditure and that very minimal variances between the
actual outcomes and the budget are achieved at the end of the financial year. When tabled, an
adjustment budget must provide explanations of how the original budget will be affected. The
adjustments budget should be guided by the mid-year budget review performance as prepared in

terms of section 72 of the MFMA. It is important to note that municipal tariffs may not be increased

as a result of an adjustment budget process.
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3.6 FINANCIAL PERFORMANCE

This adjustments budget is submitted in terms of section 28 of the MFMA. It secks to ensure that
revenue and expenditure of the municipality is adjusted in line with the mid-year performance and

the full-year forecast, while ensuring that the municipality keeps to its commitments of its approved

Budget Funding Plan.

3.6.1 OPERATING BUDGET

The operating budget of the municipality is reflected in table B4 of the B Schedule attached hereto
as required by the Municipal Budget and Reporting Regulations.

Operating revenue

As reflected in table B4, the total operating revenue has been adjustment upwards by R41.5 million
from the budget of R2.355 billion to the adjusted budget of R2.397 billion. Major adjustments that

attributed to this adjustment are explained below.

e Electricity service has been adjusted to downwards from R882.0 million to R863.9 million,
representing a decrease of R18.1 million. The decrease is due to business consumers who
has opted for other sources of energy and electricity losses. This is evident in the mid-year

performance where electricity under-performed by R17.3 million.

e Property rates has been slightly adjusted downwards from R3 96.7 million to R396.6 million,
representing a decrease of R127 thousand. This is due to the additional indigent that the

municipality has extended to the qualifying ratepayers.

e Revenue from waste management has been adjusted downwards from R110.1 million to
R109.7 million, representing a decrease of R360 thousand. The decrease is attributed to

delays in billing new areas which are still under development.
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Wastewater service charges has been adjusted upwards from R133.6 million to R154.3
million, representing an increase of R20.7 million. The increase attributable to the increase

in estimated was consumption as well as new developments in the jurisdiction of Newcastle.

Sale of goods and rendering of Services has been brought in in order to comply with the data
strings and reporting requirements. The budget for operating revenue has been adjusted

upwards to R13.5 million upwards based on the mid-year performance on operating

revenue.

Rental of facilities has been adjusted upwards from R8.8 million to R11.0 million,

representing a decrease of R2.29 million. The increase is attributable to additional demand

for municipal halls and municipal full occupation of municipal flats.

Interest from receivables (debtors) has been adjusted downwards from R5.8 million to R3.9
million, representing a decrease of R1.9 million. This decrease is attributable to the business

debt which has been written-off due to the incentive schemes approved y council.

Transfers and subsidies — operational have been adjusted to increase from R577.6 million to
R604.1 million, representing an increase of R26.5 million. The increase is based on the
adjusted National and provincial allocations, as well as the movement of some of the grant-
funded expenditure between the operating and capital budgets. The increase is also

attributable to grant allocations, roll-overs and the movement of MIG from capital to

operational.

Revenue from gains has been adjusted upwards from R2 million to R5.7 million,
representing an increase of R3.7 million. This increase is attributable to the sale of

municipal process, the process of which was initiated in the previous financial years.

Revenue from fines has been adjusted upwards from R4.8 million to R7.2 million,
representing an increase of R2.4 million. The increase is attributed to the re-instatement of
traffic officials, resulting and more law enforcement in Newcastle. Speed cameras are also

now used to strengthen law enforcement.
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Operating expenditure

The operating expenditure of the municipality is reflected in table B4 of the B Schedule as required

by the Municipal Budget and Reporting Regulations.

The total operating expenditure has been adjustment upwards by R46.4 million from original budget

of R2.724 billion to the adjusted budget of R2.771 billion. Major adjustments that attributed to this

adjustment are explained below.

e Employee costs has been adjusted downwards from R724.6 million to R708.3 million,
representing a decrease of R16.2 million. The decrease is due positions that were budgeted
for but the process to fill them has not been initiated. The decision to implement the annual
increments is also unlikely to be finalized in the current year due to the review processes

currently underway. Tt must further be noted that this item recorded an under-performance of

R38.9 million at mid-year.

e Remuneration of councillors has been adjusted downwards from R28.4 million to R26.9
million, representing a decrease of R1.4 million. The original budget included full
increments for upper limits of councilor, however the MEC for Cooperative Governance
approved only 50% increments on upper limits. The current vacancies of 4 councillors will

ensure result in some savings on councillor remuneration budget.

e Bulk electricity purchases have been downwards from R660.9 million to R654.1 million,
representing a decrease of R6.8 million. The decrease is attributable to the application
submitted to Eskom to reduce the current MVA from 125 to R100, as well as the expected

change of consumers from electricity to other alternative energy sources due to load

shedding.

o Inventory consumed has been adjusted upwards from R159.8 million to R161.4

million, representing an increase of R1.9 million. The increase is attributed to the additional

stores material that have become necessary for the purposes of water provision.
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Water bulk purchases budget, the Uthukela Water’s budget of R159.9 million has
not been adjusted. The entity has made a submission requesting an additional budget of R3.7
million. After due consideration the municipality is advising that such request cannot be
accommodated at this stage due to the budget status (unfunded) of the municipality. The
department of technical service is currently implementing measure to reduce water losses,

which assist in reducing the cost of purchase of bulk water from the entity.

Debt impairment has been adjusted downwards from R308.1 million to R285.2
million, representing a decrease of R22.9 million. The decrease is linked to the adjusted
billing and collection rates based on the mid-year review. Debt impairment is the difference

between the billing and the collections.

No adjustment has been made on depreciation. While the mid-year review
recorded the under-performance of R3.3 million (-2%), the municipality is however
expecting to capitalized more assets in the last six months of the financial year, which will

slightly increase the depreciation expense at year-end.

Contracted services has been adjusted to upwards from R207.3 million to R267.4 million,
representing an increase of R60.4 million. The increase is attributable to projects that have
been moved from capital to operational, appropriation of the disaster grant. Additional
budget has also been appropriated for the purchase of own plant and vehicles on a hire-

purchase basis.

Interest on finance charges item has been adjusted upwards R32.2 million to R32.5 million,
representing an increase of R340 thousand. The increase is due to the interest charges on

pensions that was not anticipated during the original budget process.

Trrecoverable debt written-off has been adjusted upwards from R89.3 million to R93.6
million, representing an increase of R4.3 million. This is due to the decision of council to

extend the incentives scheme, which will result in more outstanding debts being written-off.
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e Operational costs have been adjusted upwards from R134.5 million to R161.4 million,
representing an increase of R26.8 million. The increase is attributable to movement of funds

from capital to operating budget due to the nature of item longer qualifying to be assets.

3.6.2. CAPITAL BUDGET

The capital expenditure of the municipality is reflected in table BS of the B Schedule as required by
the Municipal Budget and Reporting Regulations. Capital expenditure has been adjusted
downwards from R255.3 million in the original budget to R250.9 million during the year,

representing a decrease of R4.4 million. The decrease is mainly due to the movement of certain

projects from capital to operational budget.

3.6.3 CASH FLOW BUDGET

The municipality is working on strategies to improve is collection and other cash inflows with a
view to improve its financial sustainability. The following changes in table A7/B7 have been made

from the original budget and the adjustments budget:

e Receipts from property rates has been adjusted to increase from R299.5 million to R337.1
million, representing an increase of R37.5, This due to the improvement of collection rate

from 75.5% to 85%. The assistance of CoGTA on government debt has also assisted to

improve the collection rate.

o Receipts from service charges have been adjusted downwards from R1.144 billion to R1.128
billion, representing a decrease of R16.3. In the main, this due to the revision of the

electricity collection rate from R96.7% to 95.89%. Electricity is the major component of the

service charges accounted for.

e Receipts from government — operation has adjusted upwards from R547.2 million to R552.5

million, representing an increase of R4.8 million. The increase is based adjusted national
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and provincial grant allocations. In the main, the disaster recovery granted is the cause for

the increase, which majority of national grants have been reduced.

e Receipts from other revenue has been adjusted upwards from R231.1 million to R278.9
million, representing an increase of R47.7 million. The increase is due to the adjusted

revenue figures, as well as VAT receipts expected to be received from collections and

SARS.

o Receipts from interest remains unchanged at R5.3 million. The income received from

investments has been stagnant due to the cash flow situation of the municipality.

e Supplies and employees has been adjusted upwards from R2.175 billion to R2.252 billion,
representing an increase of R77.6 million. The increase is based on the explanation provided
under operational expenditure, particularly with regards to contracted services and
Operational costs. The impact of VAT payments emanating from the increased expenditure

also contributed to the increase.

e Payments on capital assets have been adjusted downwards from R255.3 million to R250.9
million, representing an decrease of R4.4 million. The decrease is mainly due to the

movement of projects from the capital to operating budget.

e No adjustment has been made on the repayment of borrowing. The budget will remain at

R32.1 million as there if no information to suggest the need for adjustment.

¢ Cash and cash equivalents and the beginning of the year has been adjusted downwards from
R27.4 million to R12.2 million, representing an decrease of R15.2 million. The decrease 1s

based on the figure of cash and cash equivalents as per the 2021/22 audited annual financial

statements.

3.6.4 RESERVES TO BE CASHED BACKED

As the best practice, municipalities must to ensure that adequate reserves are generated to cater for

any unspent conditional grants, provisions and reserves that are required to be cash backed in terms
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of GRAP and the municipal policies. However, the assessment conducted by Provincial Treasury
has revealed that it not possible at the stage for the Newcastle Municipality to achieve this
requirement. Nevertheless, the municipality must still present a very credible state of affairs and

adopt a budget funding plan to correct the situation.

The following adjustments in table B8 have been noted from the original budget and the

adjustments budget:

e Cash and cash equivalents has adjusted downwards from R19.6 million to R4.6 million,
representing an decrease of R15.2 million. The increase is due to the additional operational
expenditure and contracted services appropriated into the budget. The slight decrease on the
electricity collection rate has had a slight impact, while the balance of cash at the beginning

of the year has been adjusted to R12.2 million based on the 2023 audited annual financial

statements.

e Unspent conditional grants has been appropriated at R124.4 million as the budget thereof
was erroneously omitted during the original budget. The budget is based on the 2023 audited

AFS, less the NDPG grant recalled by National Treasury.

e Unspent borrowing has been adjusted downwards from R113.4 million to zero. This budget
was erroneously included during the original budget process as the municipality does have

borrowings that are unspent. This amount was meant to be included as unspent conditional

grants.

e Other working capital requirements has been adjusted downwards from R-165.3 million to -
R15.3 million, representing an decrease of R150.0 million. This is based on the increase in

the creditors of bulk purchases, with no significant improvement has been recorded in the

collection rate.

e Other provisions have been been adjusted upwards from R11.1 million to R14.2 million,

representing an increase of R3.1 million, The adjustments is based on the 2023 audited AFS.
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e Reserved to be backed by cash have been adjusted downwards from R34.5 million to R32.2

million, representing a decrease of R2.2 million. The adjustment is based on the 2023

audited AFS.

3.9 COMPLIANCE WITH MUNICIPAL BUDGET REPORTING REGULATIONS

The municipal adjustment budget has been prepared in compliance with the Municipal Budget

Reporting Regulations format and all other requirements. Schedule B consisting of all required

tables is attached as Annexure D for this purpose.

3.10 MUNICIPAL STANDARD CHART OF ACCOUNTS REGULATIONS (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. Line items and projects have been unbundled in order to reflect the correct item and
function as required by the mSCOA. While these are important towards achieving full compliance,
it must however be noted that the municipality is still struggling with systems integration. The
integration systems should assist the municipality to prepare its budget systematically and to
generate budget schedules directly from the system. This integration will go a long way in ensuring
alignment between the adjustments budget approved by Council and the adjustment budget and data

strings submitted to National Treasury for verification.
3.11 COST CONTAINMENT MEASURES

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 a number of 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 certain cost drivers

that must be contained and curtailed.
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3.12 SERVICE LEVEL STANDARDS

All municipalities are required to formulate their own service level standards in line with MFMA
Circulars No. 66 and 78. In line with Circular 66, the municipality has appropriately reflected
infrastructure expenditure as the main driver of capital expenditure to comply with the local
government priorities. The municipality is however in the process of formulating its own service
level standards and this process will only be finalised during the current financial year. The
municipality will be updating National and Provincial Treasuries with regards to the

implementation progress of this requirement.
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4., ADJUSTMENTS BUDGET TABLES

The Schedule B is attached and consists of the following major budget tables:

(a) Table Bl : Adjustment Budget Summary

(b) Table B2 : Adjustment Budget Financial Performance (standard classification)
(c) Table B3 : Adjustment Budget Financial Performance (municipal vote)

(d) Table B4 : Adjustment Budget Financial Performance (revenue and expenditure)
(e) Table B5 : Adjustment Capital Expenditure by vote and funding

(f) Table B6 : Adjustments Budget Financial Position

(g) Table B7 : Adjustments Budget Cash Flows

(h) Table B8 - Cash backed reserves/accumulated surplus reconciliation

(i) Table B9 : Asset Management

(j) Table B10 : Basic service delivery measurement
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| PART 2 - SUPPORTING DOCUMENTATION ]

5. ADJUSTMENTS TO BUDGET ASSUMPTIONS

General Inflation Outlooks and its Impact

The economic outlook faces a range of risks, including weaker-than-expected global growth, further
disruptions to global supply chains and renewed inflationary pressures from the war in Ukraine,
continued power cuts and a deterioration in port and rail infrastructure, widespread criminal

activity, disasters and any deterioration of the fiscal outlook, to name a few.

Government is taking urgent measures to reduce load-shedding in the short term and transform the
sector through market reforms to achieve long-term energy security. Several reforms are under way
to improve the performance of the transport sector, specifically freight rail and to improve the
capability of the state. This means that our government will be challenged to revise some of the
grant allocations to provincial and local government. The main risks to the economic outlook are
slowdown in economic growth. Based on the economic challenges highlighted, the National

Treasury is projecting the inflation rate as follows:

Table 1: Macroeconomic performance and projections, 2021 - 2026

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

Estimate ‘ Forecast
CPIInflation | 6.9% N ‘ 53% _‘"T9% o i4.7%_ ' 5.7%
| | ) | N |

- Source: Budg_et Review 2023.

Municipalities have been advised to take these inflation targets into consideration when preparing
their MTREF budgets. As a result, circular 123 emphasis that the 2024/25 draft budget should
mainly focus on revenue collection, maintaining infrastructure and eliminating wasteful & non-
core spending. Core functions as mentioned in the circular include water, sanitation, electricity, and
refuse. The Budget Office will also be emphasizing these functions as directed by National
Treasury when assessing the budget submissions. Elimination of wasteful and fruitless will also be

done taking into consideration the Cost Containment policy read together with MEMA Circular 82
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& 97 and its regulations. It is imperative that the Adjustment and Draft Budgets be aligned to the

Budget Funding Plan.

1. National Budget in perspective

The annual Division of Revenue Bill will be published in February 2024 after the Minister of
Finance’s budget speech. The Bill will specify grant allocations and municipalities must reconcile
their budgets to the grant allocations published herein. The guidelines provided are based on the
inflation rates as per Circular 123 and the 2023-2024 DORA allocations. Grants will also be revised
when we receive the Adjusted DORA. Municipalities are advised by National Treasury to use the
indicative numbers presented in the 2023 Division of Revenue Act to compile their 2024/25
MTREE. In terms of the outer year allocations (2025/26 financial year), it is proposed that

municipalities conservatively limit funding allocations to the indicative numbers as presented in the

2023 Division of Revenue Act for 2023/24.

Municipalities are under pressure to generate and collect revenue for service delivered. The ability
of customers to pay for services is declining and this means that less revenue will be collected.

Therefore, municipalities must consider the following when compiling their 2023/24 MTREF

budgets:

e Improving the effectiveness of revenue management processes and procedures.

e Cost containment measures to, amongst other things, control unnecessary spending on
nice-to-have items and non-essential activities as highlighted in the Municipal Cost

Containment Regulations read with MFMA Circular No. 82, 97 and it’s regulations.
e Ensuring value for money through the procurement process.
e The affordability of providing free basic services to all households.

¢ Not taking on unfunded mandates.

e Strictly control the use of costly water tankers and fix the water infrastructure to enable

the sustainable provision of water.

Automate business services where possible to increase efficiencies and lower customer
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costs.
e Prioritise the filling of critical vacant posts, especially linked to the delivery of basic
services; and

¢ Curbing the consumption of water and electricity by the indigents to ensure that they do

not exceed their allocation.
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6. ADJU STMENTS TO BUDGET FUNDING

Operational Budget

The operational adjustments budget of Newcastle Municipality for the 2023/24 financial year will
be funded from rates, service tariffs, fines, interest of investments, interest on outstanding debtors,
sundry tariffs and grants and subsidies. Property rates and electricity are expected to generate
R396.6 million and R863.9 million respectively, while water, sewer and refuse are expected to
generate R220.0, R154.2 and R109.7 million respectively. All these tariffs are expected to generate

the operating revenue of R1.744 billion (73%) to the municipality’s total revenue.

As required by MFMA, no amendments we done to the tariffs during the year, except for electricity
which had to be aligned to NERSA’s approval. In order to generate required revenue, the following

tariffs apply to fund the operational adjustments budget:

Annual Adjusted
» Rates : 6% 6%
> Electricity : 6% 6%
> Refuse removal services : 6% 6%
> Water : 6% 6%
» Sanitation : 6% 6%

Individual tariffs applicable to the above services are detailed in the tariff of charges, together with
other proposed sundry tariffs. Sundry tariffs are expected to generate only about R48.2 million
including interest revenue, which is about 2% of the total operational revenue. Grants and Subsidies

included in the operational revenue budget amount to R604.1 million, which is 25% of the total

budget.

Capital Budget
In line with section 18 of the MFMA, the capital budget has been funded from the following

funding sources:

Government grants R 232.0 million

Asset financing reserve R 18.8 million

Newcastle Municipality Adjustment Budget: 2023/24 ) 24




National and Provincial Government Transfers

The National and Provincial grants allocation will be used to fund larger portion of the operating
expenditure as well as the capital expenditure. These have been based on gazetted 2024 Adjusted

Division of Revenue Act and the Provincial Gazette.
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7. ADJUSTMENTS TO EXPENDITURE ON ALLOCATIONS AND GRANT
PROGRAMMES

Grants and subsidies from National and Provincial governments, as reported in the 2024

Adjustments Division of Revenue Act have been included the 2023/24 adjustments budget and each

allocation will utilised for the purpose as described below.

National Grant Allocations

Equitable Share

The equitable share is an unconditional grant and as such can be regarded as general revenue,
however, it is a matter of co-operative governance that municipalities should prioritise its

expenditure budget towards poor households and national priorities like free basic services.

Municipal Infrastructural Grant (MIG)

The Municipal Infrastructural Grant (MIG) is entering its seventeenth year of implementation in the
2023/24 financial year. It resulted from the consolidation of various capital grants for municipal
infrastructure (CMIP, Water Services Projects, CBPWP, LEDF, BSRP and the Urban Transport

Fund) into a new funding arrangement. The Municipal Infrastructural Grant is a conditional grant

which gives effect to national objectives to:

>  Expand the delivery of basic services to all households, including the delivery of free
basic services to poor households and other poverty alleviating objectives.

>  Stimulate local economic development and job creation over the medium term.

The MIG funding will be utilised for the construction and upgrading roads and sewer projects in

areas falling within Newcastle Municipality. It should be noted that Council is required to counter

fund some of the projects.

Finance Management Grant

The Finance Management Grant is a capacity building grant provided by National Treasury to assist
municipalities in building management planning, technical and financial management skills and
capacity for effective service delivery. It will be utilised for the upgrading of skills and capacity of
Newecastle Finance officials for workshops and training programmes, funding financial
programmes with a view to capacitate financial systems, as well as for the remuneration of the

interns currently employed by the municipality and cover costs of their training and its facilities.
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There are currently four interns employed, and the activities are in place to appoint the fifth one, as

per National Treasury guidelines.

Water Service Infrastructure Grant
The Water Operating Subsidy is the capital grant provided by the Department of Water Affairs and
Forestry to subsidise water schemes owned and/or operated by the department or other agencies on

behalf of the department. Projects funded through this grant are implemented by the municipality.

Neighbouring Development Partnership

This grant was established by National Treasury to support neighbouring development projects that
provide community infrastructure and create the platform for other public and private sector
development, towards improving the quality of life of residents in targeted underserved
neighbourhoods, generally townships. The Technical Assistance Grant aims at supporting the
development of township development plans. This is an indirect grant and not be transferred
directly to Newcastle Municipality. The Capital Grant aims at supporting nodal investment into the
construction or upgrading of community facilities, which may attract private sector investment. This

is an indirect allocation which will be transferred by National Treasury directly to the service

provider or the implementing agent.

National Electrification Programme (Municipal)

The National Electrification Programme grant is transferred by the Department of Minerals and
Energy directly to the municipality to implement integrated electrification programmes by
addressing electrification backlogs of permanently occupied residential dwellings, the installation of

bulk infrastructure and rehabilitation of electrification infrastructure.

Provincial Grant Allocations

Museum subsidy
The funding is made available by KZN Premier’s office to provide strategic financial support to

municipalities with a focus on the development and maintenance of museums and care and

preservation of cultural heritage.

Library provincialisation

The subsidy is provided to improve library services.
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8. ADJUSTMENTS TO ALLOCATIONS AND GRANTS MADE BY NEWCASTLE
MUNICIPALITY

Provision for indigent benefits has not been adjusted and will remain at R74.1 million. No
provisions and adjustments have been made by the municipality for allocations of other organs.
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9. ADJUSTMNTS TO COUNCILLOR ALLOWANCES AND EMPLOYEE BENEFITS

Adjustments to councillors” allowances and employee benefits are as reflected in Table B1 and
Table B4 of the Attached Schedule B.
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10. ADJUSTMENTS TO SERVICE DELIVERY AND BUDGET IMPLEMENTATION
PLAN

Revisions to the Service Delivery and Budget Implementation Plan which aligns to the adjustment
budget will be submitted in a separate report.
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11. ADJUSTMENTS TO CAPITAL EXPENDITURE

Adjustment to the capital expenditure are as reflected in Annexure B and Table B5 of the attached

Schedule B.
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12. OTHER SUPPORTING DOCUMENTS

Budget table are attached as Schedule B of the Annexure D attached hereto.
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MUNICIPAL MANAGER’S QUALITY CERTIFICATE

I, Z W Mcineka, the Municipal Manager of Newcastle Municipality, hereby certify that the
Adjustment budget and supporting documentation of 2023 /2024 Operating and Capital Budget
have been prepared in accordance with Section 28 2(a) of the Municipal Finance Management Act
No56 of 2003;and Regulation 21-26 of the Municipal Budget and Reporting Regulations.

Print Name : ZAMOKWAKHE WESLEY MCINEKA

Municipal Manager : NEWCASTLE MUNICIPALITX

Signature

Date
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Annexure D : B Schedule budget tables



KZN252 Newcastle - Table B1 Adjustments Budget Summary -

Households below minimum service level
Waler:
Sanitation/sewerage:
Energy:
Refuse:

Budget Year 2023/24 Budget Year |Budget Year
+1 2024125 +2 2025/26
Peseription original | i Mult Unf “Nat.or Frov. | Adusted | Adjusted | Adjusted
rigin " um. ulti-year X at. or Prov. i . us
Bugdg:t Prior Adjusted F?nds capi{al Un::;?d. Govy  Other Adjusts. Total Adjusts. Bidgst Bllll:izt:t B::isget
1 2 3 4 5 B 7 8
R thousands A Al B o] 0 E F G H
Financial Parformance
Praperty rates 396,741 - - - (127 (127) 396,614 420,545 445,778
Service charges 1,345,737 - - - 2,319 2319 1,348,058 1,492,846 1,649,294
Invesiment revenue §,330 - - - - - 5,330 5,650 5,988
Transfers recognised - operational 577,623 - - 26,529 - 26,529 604,152 633,615 672,889
Olher own revenue 30,037 - - - 12,843 12,843 42,880 28,719 31,502
Total R capital transfers and 2,355,468 | = - 2,52 15035 43,568 2,307,082 2,562,576 2805452
caontributions)
Employee costs 724604 | - (70 (15088  (16208) 708365 | 776222 831862
Remuneration of councillors 28,443 - - - - - 28,443 - -
Deprecialion & asset impaimment 687,284 - - - (22,938) (22,938) 664,346 732,053 773,580
Finance charges 32,205 - - - 340 340 32,545 30,525 28,543
Inventory consumed and bulk purchases 820,786 - - 135 (5,029) (4,895) 815,891 917,095 1,022,283
Transfers and subsidies - - - - - - - -
Other expendilure 431,267 - - 30,611 59,580 90,191 521,458 421,401 454,838
Total Expenditure 2,724,589 - - | 2,576 ] 16,884 | 46,460 | 2771009 | 2,877,296 | 3,111,202
Surplus/(Deficit) {369,121) - - (3,047 (1,848} (4,896)| (374,017) (294,721) (305,750)
Transfers and subsidies - capital (| y all
240,770 - - (8,735) - (8,735) 232,035 274013 212,234
Transfers and subsidies - capital (in-kind - all) - - = - - - - - -
Deficit) after capital & contrit (128,351) - - ey (1,849) (13631)  (141,982) 20708 (83,517)]
Share of surplus/ (deficit) of associate . | - - - - = - - -
Surplus/ (Deficit) for the year (123,351} ] - - (11,782)| (1.849)  (13631)  (141,982) (20,708 (93,517)
Capital expenditure & funds sources |
Capital expenditure 256,338 - - (8,735) 4,299 (4,436) 250,902 284,413 222,634
Transfers recognised - capital 240,770 - - (8,735) - {8,735) 232,035 274,013 212,234
Borowing - - - > - - - - -
Internally generated funds 14,568 - - - 4,299 4,299 18,867 10,400 10,400
Total sources of capital funds 255,338 - - {8,735) 4,293 {4,436) 250,902 284,413 222,634 |
Financial position |
Total cument asssts 1,210,352 - - 135 (13,234) (13,100) 1,197,252 1,285,501 1,569,089
Total non current assets 5,915,689 - - - (110,954} (110,954) 5,804,735 5,921,180 5,754,856
Total cument liabilities 766,658 - - - 124,410 124,410 821,069 664,373 530,142
Total non curent liabilities 614,410 - - - - - 614,410 469,248 443,006
Community weaith/Equity 5,744,972 - - (11,782) (236,681) {248,483) 5,496,509 6,073,061 8,350,797
Cash flows
Net cash from (used) operating 261,626 - - 4,882 (8,087) {4,186) 257,440 351,193 264,926
Net cash from (used) investing (236,338) - - 8735 (4,299) 4,436 (230,902) (274.413) (222,634)
Net cash from (used) financing (34,082) - - - - (34,082) (35,156) - |
Cash/cash equivalents at the year end 19,688 - - - - - 19,688 46,308 50,075
|
Cash backina/surplus recongiliation ]
Cash and investments available 18,688 - - 13617 (28,622) (15,005) 4,684 46,308 50,075
Application of cash and investments 176,990 - - - 6,647 6,647 182,837 42,238 7,348
Balance - surplus (shortfall) (156,302) - - 13,617 {35,269} (21,652) (177,954) 4,070 42,727 |
Asset Management |
Asset register summary (WDV) 7,646,421 - - - (663,238) (663,238) 6,983,183 8,021,096 8,398,087
Depreciation 379,139 - - ~ - - 378,139 397,716 416,409
Renewal and Upgrading of Existing Assels 92,255 - - 1,213 (6,598) {5,385) 86,870 139,595 95,987
Repairs and Maintenance 44,492 - - - - 44,492 29,749 40,9&
Free services |
Cost of Free Basic Services provided 57,245 - - - {6,385) {5,385) 51,860 69,498 67,051
Revenue cosl of free services provided 84,710 - - - 127 127 84,838 89,792 95,180




KZN252 Newcastle - Table B2 Adj ts Budget Fi ial Performance (functional classification) -
|
A Budget Year 2023/24 If;“;g;‘YZ;” f:‘;g;‘s“;:"
Standard Description Ref
%:gdlg":tl Prior Adjusted | Accum. Funds M:l‘;?:: " UUﬂ:;i:. Nl(.Go;:rov. Othar Adjusts. | Total Adjusts. A:‘]]:s;:r I:’i:sgl: A;L:sg‘:f
5 6 7 8 9 0 1" 12
R thousands 1,4 A Al | B | 9 D | _E | F_ [¢] _ J H |
Revenue - Functional o T
Governance and administration 565,717 - - - - 1,000 3,761 4,761 570,478 600,551 634,254
Executive and councit 16,251 - - - - - - - 15,251 16,251 17,150
Finance and administration 550,466 - - - - 1,000 3,761 4761 555,226 584,300 617,104
Internal audit - - - - - - - - - - -
Community and public safely 77,025 - - - - 1,480 7,150 8,629 85,655 85,572 76,894
Community and sacial services 11,656 - - - - 346 115 481 12,117 12,195 13,044 i
Sport end recreation 12,086 - - - - 834 - 834 12,319 20,157 10,166
Public safety 4,757 - - - - - - - 4757 5,043 5345
Housing 48,522 - - - - 300 7,035 7,335 55,857 48,473 48333
Health 4 - - - - - - - 4 4 5
Economic and environmental services 171,944 - - - - 16,314 - 16,314 188,258 213,763 172,466
Planning and development 28,876 - - - - 928 - 928 29,804 24,438 24517
Road transport 143,068 - - - - 15,386 - 15,386 158,454 189,325 147,949
Environmentel protection - - - - - - - - - - -
Trading services 1,781,356 - - - - (1,000} 4,125 3128 1,784,481 1,856,496 2,133,852
Energy sources 994,494 - - - - (1,000} (18,115) (19,115) 976,379 1,116,162 1,248,245
Water management 366,795 - - - - - 930 890 367,785 392,729 413,976
Wasle water manegement 263,058 - - - - - 21,010 21,010 284,068 281,152 295,943
Wesle management 157,008 - - - - - 240 240 157,249 166,453 175,689
Other 185 - -1 - - - - - 195 207 | 220 |
Total Revenue - Functional - 2 | 252 - -1 - - 17,793 | 15,035 | 32829 2629067 | 2856588 | 3,017,686
Expenditure - Functional
Governance and administration 526,515 - - - - - (8,988) (8,988) 517,521 540,328 569,438
Execulive and council 87,849 - - - - - {684) (684) 87,165 88,080 94,121
Finance and administration 431,358 - - - - - (8,304) {8,304) 423,054 444,304 466,920
Internel audt 7.308 - - - - - - | - 7,308 7,854 8397
Community and public safefy 305,267 - - - - 7,850 (9,543) {1,893) 303,374 281,381 299,334 |
Community and social services 46,305 - - - - 115 {1,189) (1,054) 46,251 49,150 52,336 |
Sport end recreation 81,375 - - - - - (8.863) (9,863) 715613 86,258 91,195
Public safely 94,712 - - - - - 1,306 1306 96,017 100,991 108,088
Hausing 72,572 - - - - 7,535 180 7715 80,287 35,270 37,318
Heelth 40,303 - - - - - 3 3 10,306 8,712 10,400
Economic and environmental services 276,738 - - - - 3,156 (32,625) (29,469) 247,210 292,606 319,050
Plenning and development 86,004 - - - - 4326 (718) 3,608 89,611 95,063 101,039 |
Roed transport 180,732 - - - - (1,170) (31,908) (33,078} 157,658 187,540 218,008 |
Environmental protection 3 - - - - - - - 3 4 4
Trading services 1,613,088 - - - - 18,770 68,548 87,318 1,700,376 1,759,738 1,919,985
Energy sources 811,505 - - - - - (17,743} (17,743) 793,762 901,982 1,007,873
Water management 612,122 - - - - - 78,668 78,668 680,780 619,995 657,752
Wasle water menagemenl 62,470 - - - - 18,770 20,894 39,664 102,134 103,479 110,474
Waste managsment 126,961 - - - - - (13.271) (13.271) 113,690 134,283 143,787
Othar o | 3om0] - - - - - 09| {509) 2501 | 3,243 3,395 |
Total Expenditure - Functional | 3| a7mases - - - - 29,576 16,884 4460 | 2771088 | 2,877,296 3,411,202 |
|Surplus! (eficit) for the year T (128,351) - | = - (11,782)| I ) (20,708 (93,517)




KZN252 N tle - Table B3 Adjustments Budget Fi jal Performance (revenue and expenditure by icipal vote) -

B r
- s meer e
Vote Description
Rr| 0ol o usted pecum.unds| Mt kI e Adute Tt Acst vl Iiewed | B-orscy
{insert departmental siructure etc] I 3 4 5 6 7 8 9 10
R thousands A Al 8 c D E F G H
venue by Vote 1 [ BN | [ I iD 1
Vote 1- CORPORATE SERVICES 124,961 - - - - 1,000 - 4,000 125,961 135,078 141,316 °
Vote 2 - COMMUNITY SERVICES 185,534 - - - - 1,180 355 1,534 187,068 203,874 204,272
Vole 3 - BUDGET AND TREASURY 440,756 - - - - - 3,761 3,761 444516 465,472 492,938
Vote 4 - MUNICIPAL MANAGER - - - - - - - - - - -
Vole § - DEVELOPMENT PLANNING AND HUMAN SETTLEMENT 74,467 - - - - 1,402 7,03 8,437 82,904 69,690 69,941
Vole 6 - TECHNICAL SERVIGES 776,027 - - - - 15,212 22,000 37,212 813,239 866,313 860,974
Vota 7 - ELECTRIGAL AND MECHANICAL SERVICES 994,494 - - - - {1,000} (18,115) {19,115) or5379 | 1116151 1,248,245
Vole 8 - GOVERNANCE UNIT - - - - - - - - - - -
Vote § - [NAME OF VOTE 9] - - - - - - - - - - -
Vote 10 - [NAME OF VOTE 10] - - - - - - - - - - -
Vole 11- [NAME OF VOTE 11] - - - - - - - - - - -
Vols 12 - [NAME OF VOTE 12) - - - - - - - - - - -
Vole 13 - [NAME OF VOTE 13| - - - - - - - - - - -
Vols 14 - [NAME OF VOTE 14| - - - - - - - - - - -
Vale 15 - {NAME OF VO£ 15] - - | - - - - - - - - -
Total Revenue by Vote - 2 2,5%,23 | - - AN 15035 32820 | 2629067 | 2,856,568 | a01.688
Expenditure by Vote 1 '
Vote 1 - CORPORATE SERVICES 110,707 - - - - - {1,663) (1,663) 109,044 197,362 | 124,958
Vote 2 - COMMUNITY SERVICES 425,983 - - - - 115 (10,710} {10,596) 415,387 450,494 479,851
Vole 3 - BUDGET AND TREASURY 238236 - - - - - (12,293) {12,293) 225,943 248,712 260,116
Vote 4 - MUNICIPAL MANAGER 100,353 - - - - - 2,463 2,463 102,816 93,431 29,073
Vote 5 - DEVELOPMENT PLANNING ANC HUMAN SETTLEMENT 98,555 - - - - 7,535 {1,052) 6,483 105,038 66,863 70,949
Vote 6 - TECHNICAL SERVICES 920,360 - - - - 21,926 66,938 88,864 | 1,009,224 978,068 | 1,048,141
Vote 7 - ELEGTRICAL AND MECHANICAL SERVICES 830,384 - - - - - (26,799) (26,799) 803,596 921,485 | 1,028,115
Vole 8 - GOVERNANCE UNIT - - - - - - - - - - -
Vote 8 - [NAME OF VOTE 9] - - - - - - - - - - -
Vate 10 - [NAME OF VOTE 10] - - - - - - - - - - -
Vote 11 - [NAME OF VOTE 11] - - - - - - - - - -
Vate 12 - [NAME OF VOTE 12] - - - - - - - - - - -
Vote 13 - [NAME OF VOTE 13] - - - - - - - - - - -
Vota 14 - [NAME OF VOTE 14] - - - - - - - - - - -
Vole 15-[NAMEOF VOTE1S| - = - -] - - - - - -__! -
Total Expenditure by Vote 2 2,724,589 - - - -] 28,576 16,884 46460 | 2,771,088 | 2,877,295 | 3,111,202
Surplus! (Deficit) for the year 2 (128351} - = | - paea (1.8e9) (13631 (141,982) (20708  (93517)




KZN252 N tle - Table B4 Adjustments Budget Financial Performance (revenue and expenditure) -

Budget Year |Budget Year
Budget Year 2023/124
udget vear 1202425 2202502
Description Ref — ———— = —— S —
Original | : Multi-year Unfore. Nat. or Prov. . . Adjusted Adjusted Adjusted
Budget Prior Adjusted Accum. Funds capital Unavoid. Govt Other Adjusts. | Total Adjusts. Budget Budget Budget
3 4 5 [ 7 8 9 10
R thousands 1 A Al B G D E G H
Revenue By Source
Exchange Revenue
Service charges - Electricity 2 882,022 - - - - (18,115} {18,115} 863,907 998,162 1,124,928
Servica charges - Water 2 219,986 - - - - 84 a4 220,070 237,144 251,373
Service charges - Waste Waler Management 2 133,580 - - - - 20,710 20,710 154,290 141,585 150,081
Servica charges - Waste Management 2 110,148 - - - = {360) (360} 109,788 115,945 122,802
Sale of Goods and Rendaring of Services 13,505 13,505 13,505
Agency services - - - = -
Interest - - =
Interest eamed from Recsivables 5877 (1,930} {1,930} 3,947 8,230 6,603
Interest eamed from Current and Non Current Assels 5,330 - - 5,330 5,650 5,989
Dividends - - = -
Renton Land - - - - =~
Rantal from Fixed Assets 8,804 2,285 2295 14,099 6,333 9,893
Licence and permits - - - -
QOperational Revenue 8,490 (7,189) (7,199) 1,292 | 5,000 5,540
Non-Exchange Revenue
Property rates 2 396,744 = = = = (121 (2n 396,614 420,545 445,778
Surcharges and Taxes - -
Fines, penallies and forfeits 4,831 2,415 2,415 7,248 5,121 5,428
Licences or permits 34 - 34 36 38
Transler and subsidies - Operafionat 577,623 26,529 - 26,529 604,152 633.815 672,889
Interest - - - -
Fuel Levy - - =
Operatonal Revenue - - -
Gains on disposal of Assats - - - -
Other Gains 2,000 3,757 3,757 5,757 =
Di inued Operafions = -
Total Revenue (excluding capital transfers and 2,355,468 - - - 26,529 15,035 41,564 | 2,397,032 2,582,_576 2,805,452
contributions) |
Expenditure By Type I
Employee related costs 724,604 = = . (1,170 (15,068) {16,238) 708,366 776,222 831,852
Remunsration of councillors 28.443 | (1,456) (1.458) 26,997 29,580 | 31,710 I
Bulk purchases - electricity 660,933 - - - - {6,800) (6,800) 654,133 749,379 844,550
Inventory cansumed 159,854 - - - 135 1,771 1,805 161,759 167,716 177,733
Debtimpairment 308,145 (22,938) {22,938) 285,207 334,337 357171
Depraciation and amortisation 378,138 - 379,138 397 716 416,408
Interest 32205 340 340 32,545 30,525 28,549
Conlracted services 207,361 - - - 30,823 29,657 | 0,480 267,841 162,106 180,483
Transfers and subsidies - N |
Irecovarable debts written off 89,312 4,347 4,347 93,659 94,671 100,351
QOperational costs 134,594 (212) 27,032 26,820 161,413 135,044 142,394
Losses on disposel of Assels = | - - - -
Other Losses = - = = =
Total Expendilure 2,724,589 - | - - 29,576 16,884 46,460 2,771,049 2,877,296 | 3,111,202 |
Surplus/(Deficit) (369,121) - - - (3,047 {1,849) (4,896) {374017) {294,721) (305,750}
Transfers and subsidies - capilal {monetary ellocations) 240,770 (8,735) (8.735) 232,035 274,013 212,234
Transfers and subsidies - capital {in-kind - all) i =!Il -1
Surplus/(Deficit) befora taxation (128,351) = = - (11,782 1,849) (13,631) (141,982) (20,708) (93517)
Income Tax | | | | - | - =/ =
Surplus/(Deficit) after taxation (128,351) - | - - {11,782) {1,849) (13,831) (141,982) (20,708) (93,517)
Share of Surplus/Deficit attribulable lo Joint Venture
Share of Surplus/Deficit attribulable lo Mincrilies | ! l | - - |
ich ibutable to icipali (128,351) - - - (11,782 (1,849) (13,631) (141,982) (20,708) (93,517)
Share of Surplus/Deficit attributable lo Associate
pany/Parent subsidiary | | | | | - - |
Surplus/ (Deficit) for the year 1 (128,351) | - | - - (11,782)| {1,849) (13,631) (141,982) (20,708)| (93,517}




KZN252 N tle - Table B5 Adjustments Capital Expenditure Budget by vote and funding -
—
Budget Year 2023124 Budget Year |Budget Year
+1 2024125 +2 2025126
Description Ref
(;:Zl::tl Prior Adjusted Accum. FumlsI M::;;l{:: ) Uu;f‘::d Nat. g;‘:mv. Other Adjusts.  Total Adjusts. A:;:sgt:!d A:::;;‘:f A:i::‘::’
5 8 7 B 9 10 1 12
R thousands [ T M I B c D E F 6 | H |
Single-year expenditure to be adjusted 2 |
Vote 1 - CORPORATE SERVICES - - - ol 700 - 700 700 - -
Vote 2 - COMMUNITY SERVICES 13,326 - - - 6,038 (53) 5,985 19,311 20,283 10,271
Vote 3 - BUDGET AND TREASURY 3,900 - - - - 173 173 4,073 2,400 2,400
Vots 4 - MUNICIPAL MANAGER 800 - - - - 2,296 | 2,206 3,088 - -
Vote 5 - DEVELOPMENT PLANNING AND HUMAN SETTLEMENTS 500 - - - - 1,402 | 1813 2,313 - -
Vote 6 - TECHNICAL SERVICES 215,262 - - | - | {15,876} (5,413) {21,289) 183,973 241,730 189,088
Vote 7 - ELECTRICAL AND MECHANICAL SERVICES 21,550 - - | - {1,000) 6,886 5,886 ‘ 27,436 20,000 20,897
Vote 8 - GOVERNANGE UNIT - - - - - - - - - -
Vote 9 - {NAME OF VOTE 9} - - - - - - - - - |
Vote 10 - [NAME OF VOTE 10] - - - - - - - - - -
Vote 11- [NAME OF VOTE 11] - - - - - - - - - -
Vole 12 - [NAME OF VOTE 12] - - - - - - - - - -
Voie 13 - [NAME OF VOTE 13] - - - - - - - - - -
Vote 14 - [NAME OF VOTE 14] - - - - - - - - - -
Vole 15 - [NAME OF VOTE 15] - - - - - - | - - - -
Capital single-year expenditure sub-total 255,338 ] = - (8,735)! 4,299 | (4,436) 250,902 | _284.413 ZZZ.J
Total Capital Expenditure - Vote B 255,338 | -] ) (a438) 250,902 w43 22263
Capital Expenditure - Functional
Governance and administration 4,700 - - - 700 2,488 3,168 7,888 2,400 2,400
Executive and council - 2,296 2,296 2,296 - -
Finance and administration 4,700 e 173 873 5513 2,400 2,400
Inlernal audit - - - =
Community and public safety 37,34 = - - 5,505 397 5,902 43,236 50,283 4521
Community and social services 858 | 346 24 370 1,228 183 i
Sport and recreation 35877 | | 4,858 an §,231 41,208 50,100 45,100
Public safety =1} - - -
Housing 5040 | 300 - 300 800 - -
Health | - -
Economic and environmental services 54,635 - - - 822 | {5,548) (4,727) 49,908 76,030 78,080
Planning and developmanl - 1,102 M 1513 1513 - -
Road transport 54,635 (281) {5.958) (6.240) 48,385 76,030 78,080
Environmentsl prolection - - - - -
Trading services 158,669 - - - (15,761)| 6,982 8,779) 149,888 155,700 96,833
Energy sources 21,550 {1,000} 6,886 5,888 27,436 20,000 20,896
Water management 108,185 (8,595} @0¢ (8.393) 99,792 82,700 57,987
Waste water management 28,484 {7,000} 344 (6,656) 21,828 53,000 18.000
Waste managsment &40 834 {450} 384 834 - -
Othar - - -
Total Capital Expenditure - Functional 3 255,338 N - - (8.735) 4,200 (@438 250802 | 284413 22263
Funded by:
National Government 228,012 | (14,831) (14,831) 213,181 253,730 201,963
Provincial Government 12,758 6,096 6,096 16,854 20,283 10,271
Disfrict Municipality ‘ - -
Transfers and subsidies - capital (in-kind) - -
Transfers recognised - capital 4 240,770 E = = (8,735) - (8.735) 232035 | 274013 212,234
Borrowing | - -
Internally generated funds R I B U | | . 4788 4,299 18867 | 10,400 10,400
Total Capital Funding 255,338 - - - (8,735) 4,299 (4,436) 250,502 284,413 222,634




KZN252 Newcastle - Table B6 Adjustments Budget Fi ial Position -
T
Budge Year 202324 Budget Year | Budget Year
| +1202425 +2 202526
Description Ref — I— — - . — - T = =
g:g::‘ Prior Adjusted | Accum. Funds | M::;y': " Ul:T:;ieé. an.(:;;rov. Other Adjusts. | Total Adjusts. A::]:Z‘:: | A::::":: A:lj,:s;:d
3 4 5 6 7 8 9 10
R thousands A Al 8 c | C E F H
ASSETS o == 1 [ B | T
Current assets
19,688 | {15,005) (15,008) 4,684 | 48,308 50,075
1 951,656 - - - - - - - 951,665 848,032 953,920
1 83,155 - S = = - (83,155) (83,158) - - -
Gurrent portian of non-current receivables 2 = | | 83,155 83,155 83,155 | 69,686 69,886
Inventory 155,854 = - - = 135 1,771 1,905 157,758 | 321,475 495,208
VAT - ‘ | - -
Other current assels - - -
Total current assets | 1,210,352 - - | - 1] - 135 (13,234) (3400) 4197252 | 1,285,501 1,569,089
Non current assets == | | &
{nvestments 110,954 (110.954) (110,954) - = -
Investment property 352,224 ‘ - 352,224 332,224 365 446
Property, plant end equipment 3 5,440,429 - - - - - - - 6,440,429 5,576,473 5,376,527
Biological assets - - - -
11,883 - 11,883 11.983 12,083
Intengible assets 200 - 200 i 500 800
Qther non-current essets = - - | = =
Total non current assets 5,915,689 - - -] - - (11095 (110954) 5804735 5921180 | 5754856
TOTALASSETS 7,126,041 - - - -] 195 (24188 (124054 7001388 | 7206881 | 72323345
LIABILITIES [
Current liabilities
Bank overdraft | | | - -
34,082 = - - . N - - 34,082 35,156 38,528
CGonsumer deposits 35,648 | | - 35,649 37,449 38,649'
571,301 B - - - - - - 571,301 430,506 370,522
- - - - - e 124,410 124,410 124,410 75,115 35,115
Provisions 10,513 - 10,513 11,333 12.217
115,115 — | - ! 115,115 75,115 35,115
Total current liabilities 766,659_‘ - =] =N o — 124,410 124,410 891,069 664,373 530,142
Non current liabilities |
Borrowing 1 321,905 - - - - - - - 321,805 223,584 185,059
Provisions 1 229340 . = - - - - - 229,340 245,684 257,947
Long term portion of trade payables 63,165 - 63,165
Other non-current lisbiliies | | - - i
Total non current liabilities 614,410 - - - - - » - - 814,410 469,248 443,0(&‘
TOTAL LIABILITIES 1,381,069 - - | - - - 124,410 124,410 | 1,505,479 I 1,133,621 973,148 !
NET ASSETS ———— 2 5,744,972 - -_|>_ =l - 135 {248,598) (248,463)| 5,496,509 6,073,081 6,350,797
COMMUNITY WEALTHIEQUITY |
Accumulated Surplus/(Deficit) 5,710,118 - - - - {11,782) (234,459} (248,242) 5,463,876 6,035,732 6,310,818
Funds and Reserves 34,854 - - - - (2.221) 2,221) 32,833 37,329 39,978
__ Other i 1 = - = H |
TOTAL COMMUNITY WEALTHIEQUITY 5,744,972 . - = = {11,782) (236,881} | (248,463) 5,496,509 6,073,061 6,350,797




KZN252 N le - Table B7 Adjustments Budget Cash Flows -
|
Budget Year |Budget Year
Budget Year 2023/24 1200025 |42 zg e
B R Qriginal Pri Multi Unfs Nat. or P | Adjusted Adjusted Adje ted_
5 ore. lat. or Prov. . : e u
B:?l:‘:l Adj::lred Acoum. Fiunds :apiyt:ll | et oot |Cther Adiusts. ol Adjusts. Bmu a-‘x:::t B:stgel
3 4 5 6 7 B 9 (1]
R thousands A Al B G s} E G H
CASH FLOW FROM OPERATING ACTIVITIES i T T | 1
Receipts
Properiy rales 299,539 37,583 37,583 337,122 328,685 | 348,406
Service charges 1,144 535 {16398} (16,398) 1,128,137 1,210,686 | 1,300,441
Other revenue 231,189 47742 47,742 278,932 224,208 257,178
Transfers and Subsidies - Operalionel 1 547,623 4882 | 4,882 552,505 603,815 642,889
Transfers and Subsidies - Capital 1 240,770 | - 240,770 274013 ‘ 212,234
Interest 5,330 - 5,330 5,650 5,989
Dividends = - - = -
|Payments
Suppliers end employess {2,175,156) | (77,655) {77,855)|  (2,252,811) (2,265,349)  (2.473,661)
Finance charges (32,205) (340) (340) (32,545) (30,525) (28,549)
Transfers and Subsidies 1 - | . - - - -
NET CAS_H_FROMI(USED) OPERATING ACTIVITIES 261,628 | N - - - 4802 19;067)'_ (4& 257,440 351,195 264,928
CASH FLOWS FROM INVESTING ACTIVITIES | |
Receipts
Proceads on disposal of PPE 20,000 - 20,000 10,000 -
Decrease (increase) in non-current receivables = - -
Decrease (increase) in non-current investments - - -
Payments
Capital assets (255,338) 8,735 (4,299)' 4,436 (250,802) (284,413) (222.634)
NET CASH FROM/(USED) INVESTING ACTIVITIES i (235,338) - - - - 8,735 (4,299} 4,438 123%)_ @13)_ (222834)
CASH FLOWS FROM FINANCING ACTIVITIES
Recsipts
Short {erm loans = - - - =
Borrowing fong termrefinancing - - - - -
Increase {decrease) in consumer deposits - - - - -
Payments
Repayment of borrowing (34,082) - (34082)  (35,156) (38,526)
NET CASH FROM/(USED) FINANCING ACTIVITIES — (34,082) - - - - — | i - - (34,082) (35,156) (30,526)|
NET INCREASE/ (DECREASE) IN CASH HELD {1,794) - - - - 13,697 {13,367} 250 (7,543) 41,625 3,767
Cash/cash agquivalants at the year begin 2 27,482 (15255 {15,255) 12,227 4584 | 46,308
Cash/cash at the yaar end 2 19,688 = = |f - = 13,617 (28,622) (15,005)| 4,684 46,308 50,075
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KZN252 - Table B9 Asset t-

Budget Year+t  |Budget Year +2
Budget Year 2023124 202425 2025126

Description Ref o ; — > = —
. N . Accum. utti-year Unfora. Nat. or Prov. . , " . .
Original Budgat Prior Adjusted| " 0 capital Univold. o Other Adjusts. | Total Adjusts. | Adjusted Budget = Adjusted Budget | Adjusted Budget

7 8 9 10 1 12 13 14
1) i E F G | H

Rthausands | A Al 8 c
CAPITAL EXPENDITURE I I = I
Total New Assels (o be adjusied 1
Roads Infrastructure 44,065 - - -
Stormwaler nfiastucture - - - 10878 - - -
Eleckicalnfrastructure 21560 - - - - 1,000 6,800 14,199 23,350 20,000 20,896
Waler Supply Infastructure 56,185 - - - - - 8.185) 4145 50,000 32000 5000
Sanitation Infastuctre 21484 - - - sart | 24,484 20,000 18,000
Solid Waste Infastructure - - - - . - 1223 s - -
Raitafastuctoe - - - - - » - 14367 | - -
Coastel Infrastucture - - - - 10,758 | - - -

Informalion and joalit = - || — | - || B (1 =
Infrastructure 145,284 - - - - (7,887} 6,617 71,055 r 144014 15875 110,515

Community Faciities - - - - - 4850 4,859 | 4858 - 17
Sport end Recreation Facilties 11,938 - - | - - - - 11838 2008 10,000
Comnunily Assets B 11938 - - - - 4859 - 4,858 16,797 2000 10,474
Heritage Assets 20 - - - - 145 80 65 35 283 100

Revenue Generating -
Non-revenue Generaling - | | | | - |
Investment properties - - - - e
Qperationel Buildings -
Housing - |
Otter Assels 6 = N - =1 = R
Biological or Cuttivsted Assets - - -
Serviludes - - -
Licences and Rights - _
Intengible Assets - - — 80
Computer Equipment 2,000
Furniture and Office Equipment
Mschinesy and Equipment 2,100 -
Trensport Assets
Land -
Zo0's, Marine and Non-biological Animals - - .

163,083 - - - - (848) 11,026 | 82512 173210 138,738 126647
- {6,887} 8,002 | (385)| 43,180 43975 66,619

Total Renawal of Existing Assets to be adjusted 2 11296 - - - - 10,515 {6,080)
Roeds Infrastructure
Storm water Infrasbuclure - - - -
Elechical Infrastructure - - - -
Waler Supply infrastructure - - - -
Senitafion Infastucture - - -

Solid Wasle Infasiuctire - - - -

Rail Infrastructure - - - -

Coastal infrastruclure - - -

Information end Communication infrastruciure - - -
Infrastructure T —F —= 1

Community Faciliies 1418 - - - - - -

Sport and Recreation Facilties - =1 - | — — L -
T T s - —1

Community Assets 1.418 - - - - - =
Heritage Assels - - -

Revenue Generating -

Non evenue Genersting - - | |
investment properties - I

Operations| Buildings - -

Housing - - | i
Othes Assels 6 - - - - - - - - - - __l
Biological or Cultvated Assets - -

Senntudes - -

Licences and Rights i = - - ! | |
Intangible Assets - - - - - - - - - — __|
Computer Equipment - | |
Formiture and Office Equipment - |
Machinery and Equipment - ‘

|

Transpart Assets - - - -
Lend -
200’s, Marine end Non-biological Animals - -
|
| {6.080) -
[ (6.080) -
- 9.302) {518) 9,820) 71,133 137,675 87,987

2975 -

Tota) Upgrading of Existing Assets fo bs adjusted | 2a 80,959 - - -
Roads Infrastructure - - - 2616 260 2876 | 287
Storm waler nfrastructurz - - - - - -
Electical Infastucture - - - -
Water Supply Infrestuciure 50000 - - - - (4918) {1.168) (6,106) 43894
Saniation infastuctre 7,000 - - - - (7.000) - 7.000)| -
Solid Wasle Infastucure - - - - - - |
Rall Infrasiudure - - - - - - - -
Cosstal infiastructure - - - - -
Information end jcali - | | — - | = - _
Infrastructure 57,000 - - - - (9,302) (029) (10,234) 2769 107675 | 52987 |
Communily Fectities - - - - - _
Sport and Recreation Fecilties 23959 - | - {800} (800) | 23,159 30000 | 35000
Comvmarity Assels 23959 - = - - - {800) (800)| 23,159 30,000 | 35000 |
Heritage Assels - - -
Revenue Generating - -
Non-evenve Generating = |
investment properties -
Operationa! Buildings - -
Housing ==L S = . =l | I i
Other Assets g - - - - - - 1M 1211 1241 = =1
Biologioalor Cultvated Assets - - -
Servitudes - - -
Licences and Rights - ] | | I |
Intgngibte Assels _ 5 | —
Computer Eguipment -
Furniture snd Office Equipment -
Machinery and Equipment -
Transport Assets - B

50,700 52,987
33,000 -




Land
Zoo's, Marine and Non-biclagical Animels

Totat Capital Expenditure to be adjusted 255338 - 35 4438 mar | 260,41 27833 22264
Roads infastructure 53944 - 2853 2,181 5034 58976 75950 74619
Slormwater Infastucture - - - 1392 - 12.268 1392 - .
Elechicalintastudue 21550 - - 1000 6,600 14,199 29350 20,000 2089
Waler Supply Infastructure 108,185 - - (4918) {0373) {1.962) 93,894 82,700 57,987
Sanitalon nfesiuciure 28,484 - - | {7.000) - {1.529) 21484 53,000 18,000
Solid Weste Infaskuchure - - - - - 12,123 - - B
RailInfastructre - - - - - 14,367 - - -
CoastalInfrastucture - - - - - 10,758 - - -
Information and Communication Infrastructure - - - - - - - -
Infrastructure 242,162 - - 6673 {382) 65,259 205,007 231650 171,502
Communty Facilties 1418 - - ‘ 4859 - 4859 6,276 - 1
Sport snd Recreation Faciities 35897 - - - {800) 800) 35097 50,000 45,100
Community Assets 7314 - - 4859 (600 4059 41313 50,000 45171
Heritage Assets 270 - - 145 (©) 55 335 283 100
Revenue Generating - - - - - - - - -
Non-revenue Generating - - - - - - - - -
Investment properties - - - - - - - - -
Operational Buildings - - - - 1211 121 121 - -
Housing - - - - - - - - -
Other Assets - - - - 1211 1211 1211 - .
Biological or Cultiveted Assets - - - - - - - - -
Servitludes - - - - - - - - -
Licences and Rights - - - - 800 800 800 - 3381
Intangible Assets - - - 2l 800 800 800 - 3381
Computer Equipment 2,000 - - 68 2% 92 2092 2000 2,000
Fumiture and Office Equipment 991 - - 850 % 944 1935 380 380
Machinesy and Equipment 2,100 - - 1,416 1785 2,002 5,002 100 100
Trensport Assets 500 - - - 1,796 1,79 2,206 - -
Land - - - - - - - - -
Zoo's, Merine and Non-biological Animals - - - -l - - - - -
- - - - - - - (6,080 -
. - - - - - | —=1I (6.080)| -
TOTAL CAPITAL EXPENDITURE fo ba adjusted 255,330 = - 365 4438 ALY 260,141 278333 | 22634
ASSET REGISTER SUMMARY - PPE (WDV} 7,646,421 - - - (663.238) (663,238} 6,983,183 8,021,096 | 8,398,087
Roads Infuastucture 4513624 (663,238) (663,238) 3,950,386 4,838,691 5,067,157
‘Storm water Infastucture 424667 - 424667 45476 466,413
Electical Infastuctire 296214 [ - 295,214 310728 325332
Water Supply Infrastructure 709,064 - 709,064 742808 78767
Sanitation InFastucture 757831 - 757,831 794985 832328
Solid Waste infstucture = - - S -
Reil infraskrudlure - - - -
Coastal infrasinuctere = - - =
Information and Communication Infiastuctes - =] - -
Infastructure 5.801,3%9 - - - 663,238) (663,238)| 5,138,161 7,134,668 7469997
Gormmunity Assets 17017 | - 171 122751 128520
Heritage Assets 13335 - 13,335 1388 14646
Investment properties 407,485 [ - 47,195 21148 447223
Other Aissets 249,494 - 249,494 | 261,19 214,020
Biological or Cuttvated Assets - - - - -
intangible Assets 2015 - 2015 1] 2213
Coemputer Equipment - - - - -
Furmiture and Office Equipment = - - = -
Machinery end Equipment - - - o
Transport Assets - - - - =
Lerd 55,956 - 55,966 56,708 61,487
2Zoo's, Marine end Non-biological Animals - - - = -
TOTAL ASSET REGISTER SUMMARY - PPE (WDV) 7846421 - -1 (663,236) (63.238) 6983183 | 80210% | 8398087
EXPENDITURE OTHER ITEMS | |
Depreciation & asset impairment 379,139 - - - - - 79,139 397,716 416,403
Repairs and Maintenance by asset class 4492 — T - - -] 44492 2949 | 40968
Roads nkastructure 350 | - - - - - 3500 5951 12,385
Storm water Infrastructure - - - - - - - - -
Eleckical Infastuchure 8650 | - - - - - 8,850 302 3143
Water Supply Infrstructus 3200 - - - - - 3200 1522 | 1582
Sanialion intestucture [ 8615 - - - - - 9,615 5382 | 5390
Solid Waste Infastructure - - - - - - - - -
Reilinfrestructure - - - - - - - - -
Coastat Infrastructure - - - - - - - - -
Informetion snd Communication Infrastruciure - - - - e B - - - | =
Infrastructure 25165 - - - - 25,165 15677 | 27,480
Community Fecilties 3 - - - - - 743 1,635 792
Sport and Recreation Facilties 134 - - - - - 134 140 "7
Community Assets BI7 - - - - - 817 1,175 939
Heritage Assets - - - - - - - - -
Revenue Generating - - - - - - - - -
Non-evenue Generatng o == - - - - - | - - -
Investment properties - - - - - - - - -
Operetional Buidings 1515 - - - - - 1518 1,501 1610
Housing 564 - - - - ) 680 | 20
Other Assets 2079 - - - - - 2,079 2,330 253
Biological o Cultivated Assets - - - - - - - - -
Senitudes - - - - - - - - -
Licences and Rights ) B -1 - - - 278 | 178 | 186 |
Intangible Assets 278 - - - - - 2,764 18 186
Campuler Equipment 2 - - - - - 2 2 3
Furniture and Office Equipment 93 - - - - - ) 97 102
Machinery and Equipment 381 - - - - - 3674 2110 2,198 |
Transport Assets 9,800 - - - - - 9,800 2500 7,500 |
Land - - - - - - - - -
Zoo's, Merine and Non-biological Animals - - - - - - - -
TOTAL EXPENDITURE OTHER ITEMS fo be adjusted | s2pn = == - = = smew | annass 7377 |
Renewal and upgrading of Existing Assats as % of tata] capex 1% 00% 34% 50.2% 1%
Renewal and upgrading of Eisting Assets as % of daprecn” 2,3% 00% 29% 35.1% 231%
ReMas 2 % of PPE 06% 00% 05% 0.4% 05%
Renewal and upgrading and REM as a % of PPE 18% 00% 1.9% 21% 1.6%




KZN252 Newcastle - Table B10 Basic service delivery measurement -

Description

Original
Hudgat

Prior Adjusted | Accum. Funds

Household service tarzets
Water:
Piped water inside dwelling
Piped water inside yard {but not in dwelling}
Using public tap fat least min service level)
Other water supply (at least min senvice level)
Minimum Service Lavel end Above sub-fotal
Using public tp (< min service leve])
Qther water supply (< min service level)
No water supply

Below Minimum Servic: Level sub-tolal
Total number of households

Sanitation/sewerage:
Flush toilet (connected to sewesage}
Flush toilet (with septic tank}
Chemicsl loilet
Fit loifet {ventlatzd)
Other tailet provisions (> min service level)

Minimum Sesvice Level and Above sub-tolal
Bucket todlet
Other toilet prowisions (< min service level)
No toilet provisions

Below Minimum Servic Level sub-lofal

Total number of housaholds

Ens,

Elecricity {at Jeast min. service level)
Elecricity - prepaid (> min service level)

Minimum Service { evel and Above sub-fola!
Electricity (< min senvice level)
Etectricity - prepaid (< min servics level}
Other energy sources

Below Minimum Sendc Leve) sub-lofs!

Total number of households

Refuse:
Removed et least once & week {min.service)
Mimimum Service Level and Above sub-total
Removed fess frequently then once a week
Using communal refuse dump

Using own refuse dump

Other rubbish disposal

No rubbish disposal

Below Minimum Senvic Level sub-tofal
Total number of households

Households receivina Free Basic Servica
Water {6 klofitres per househald par month)
Sanitation (free minimum leve] servics)
Electricityfother energy {S0kwh per household per manth)
Refuse (removed at least once a week)

Cost of Free Basic Services otovided IR'0001

Water (6 kilolitres per indigent househakd per month)

Sanration {free sanitstion servica to indigent households)
Etectricityiother enesgy (50kwh pes indigent household per manth)
Refuse {removed once a week for indigent households)

Cost of Free Basic Services trovided - Informal Formal Settlements (R'000!

Total cost of FBS provided

Hidhest level of free service crovided
Property rates {RUD0 velue thresholc)

Water (klolivas per household per month)
Saaitation (kilies per hausehold per manth)
Sanitation (Rand per household per manth)
Electricity (kw per househokd per manth)

162,868
122915
3905
215
21

2t

Multi-year
capital

Budget Year IBud get Year
+2 202526

Adjusted
Budget

178880
134998
36140
2433

352

©® oo

10,600 |
19370
10,334
16941

©ooa i

©w© oo

13,126 |
21,764
13,126
19,035

51245

Refuse {average lires pes week)
R st of fre iices provided (F'0001

Property rates (teriff adjustment} { impermissable values per section 17 of MPRA)
Properiy rates exemptions, reductions and rebates end impermissable velues in
excess of section 17 of MPRA)

Water {in excess of 6 kiloltres per indigent household per month)

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

Eleclricitylother energy (in excess of 50 kwh per indigent household per manth}
Refuse (in excess of one removal @ week for indigenl househalkds)

Municipal Housing - rental rebates

Housing - top structure subsidies

Othes

Total revenue cost of subsidised services provided

95,180




Annexure E : uThukela Water Adjustments
Budget
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DEPARTMENT: FINANCE

BOARD SUBMISSION
TO :  THE BOARD
AUTHOR :  ACTING CFO - KHUMALO BN
DATE  : 15 JANUARY 2024
SUBJECT :  ADJUSTMENT BUDGET 2023/2024

ROUTINE AUTHORITY

The adjustment budget report is submitted to the Board since it has authority
to deal with this matter.

PURPOSE

The purpose of this submission is for the Board to consider the 2023/2024
Adjustment Budget.

BACKGROUND TO THE MATTE

The board has approved the entity’s budget for the 2023/2024 financial year,
with projections of the entity’s revenue and expenditure for the year.
However, as at mid-year (31 December 2023), the entity had not realized the
projected revenue, and thus affecting the expenditure, causing variances
between the budget amounts and the actuals.

It is against this background that management now seeks the approval of
the board to have the original budget adjusted in order to align to the
remainder of the year with the mid-year revenue and expenditure patterns.

104
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LEGAL FRAMEWORK AND COMMENTARY

Section 87(6) of the MFMA Act 56 of 2003 prescribes that -

The board of directors of a municipal entity may, with the approval of the
mayor, revise the budget of the municipal entity, but only for the following

reasons:
(a) to adjust the revenue and expenditure estimates if there is

material under-collection of revenue during the current year;

(b) to authorize expenditure of any additional allocations to the
municipal entity from its parent municipality;

(c) to authorise, within a prescribed framework, any unforeseeable
and unavoidable expenditure approved by the mayor of the
parent municipality; and

(d) to authorise any other expenditure within a prescribed
framework.

FINANCIAL IMPLICATIONS

The are no direct financial implications.
ANNEXURE
Adjustment Budget report 2023/2024.

RESOLUTION

That the adjustment budget for 2023/2024 as submitted be approved.

AP’ G ffrctey

Acting CFO Date
Khumalo BN

Sy mm— —— 8 .

o LA S
— T — e

(bt

Acting Managing Directo
Khoza Mi

16/o1/202 2

Date 7/
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uThukela Water (Pty) Ltd - Reg, No, 2003/029916/07 - Shareholders: Amajuba, Newcastle, and uMzinyathi Municipalities
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Adjustment Budget 2023/2024 Report
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BACKGROUND

A 2023/24 operational budget totalling R 216 383 791 was submitted to the
shareholder municipalities for approval in terms of Section 87 of the MFMA
56/2003. However, only R 197 247 273 was approved.

The 2023/24 WSA allocated operational budget of R 197 247 273 is therefore

R 19 136 518 [8.18%] less than the submitted budget.

FY24 Budget Submission and Approval

Budget Budget %
WSA Requested Approved Difference |Reduction
Newcastle LM 163509222 | 155540970 7 968 252 4.9%
Umzinyathi DM 26 965 138 20864 170 6 100968 22.6%
Amajuba DM 25909431 | 20842133 | 5067298 19.6%
TOTAL 216383791 | 197247273 | 19136518 8.8%

The requested capital budget of R7 156 000 was not funded. However, at the
Board's strategic planning session held in May 2023 at Grey Goose Lodge, the
shareholders agreed to relook at the operational and capital budget required by

the entity in their budget review processes.

The municipalities are billed for their purchased water at the approved bulk
water tariff rate of R 4.92 per kilolitre, with Amajuba and Newcastle being billed
an additional R0.02 Laboratory surcharge.

Water volumes 2023 /2024

WSA Volumes supplied | Tariff . Total Tariff  [Bulk water - Total recovery
Surcharge surcharge

Newcastle municipality 33215000 450| 002 497| 162844922 | 664300 | 163509222

Umzinyathi DM 5500 000 19| - 490| 26965138 2695138

Amajuba DM 5263 200 490| 002 492| 25804167 | 105264 | 25509431

Total Distribution 43978 200 49| 002 215614227 | 769564 | 216383791




Operational and Capital Budget
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Sum of Board Sum of Adjusted

Aprroved Budget Sum of Current 2023/2024
Item ~ 2023/2024 Adjustments Budget

~11. Revenue 217 064 823 - 217 064 823
Amajuba DM 25909 431 - 25909 431
Consumers 501 061 - 501061
Interest earned external investments 125 265 - 125 265
Newcastle LM 163 509 222 - 163 509 222
Other Revenue 54 706 - 54 706
Umzinyathi DM 26 965 138 - 26 965 138
2. Expenditure 215614 228 -460 000 215154 227
Bulk Purchases 29 647 253 -460 000 29 187 253
Contracted Services 14 260 382 480 000 14 740 381
Depreciation 2 062 748 - 2062748
Employee Related Costs 71653 168 - 71653 168
Material & Supplies 10116933 -480 000 9636933
Operating Leases 1801773 - 1801773
Other Expenditure 86 071972 0 86071972
3. Expenditure 7 156 000 -5246 000 1910000
Capital Budget 7 156 000 -5 246 000 1910 000
-5 705 405 5 706 000 596

Surplus/(Deficit)

Capital Budget

The proposed adjustments on the budget only affect three vote numbers

follows:

as

e On the operational budget, an amount of R480 000 was reduced from
materials and supplies and added onto the water and sanitation analyses.

e Bulk water purchases vote was decreased by R460 000.

e The R 7 156 000 capital budget has been reduced to R1 910 000.

Adjusted Current
Board Aprroved :
Adjustments 2023/2024
Budget 2023/2024 Budeet
item Description udee
Vehicles 2 400 000 -1 200 000 1200 000
Property Plant and Equipment 3750 000 -3 540 000 210000
IT Equipment 1006 000 -506 000 500 000
| ¥
7156 000 - 5246 000 1910 000
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Conclusion

Noting the budget variances at the beginning of the year and at mid-year, a
downward adjustment to the budget is proposed. This is to reduce the budget
deficits and ensure that the entity operates on a funded budget.



uThukela Water (Pty) Ltd.

December 2023 Mid-Year Budget
Performance Report

86



BUDGETS AND OPERATIONAL INCOME AND EXPENDITURE PATTERNS

Budget reports indicating spending against approved votes are attached for
information purposes, with explanations of variances.
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- Table F1 Monthly Budget Statement - Financial Performance (revenue and expenditure} - M06 December 2023

| 2022/23 Current Year 2023/24
| Description — e e W __._._I _____ | B e et #-I _____
I Audited Original ,I Adjusted | Monthly | YearTd | YearTD . | YTD variance |
Outcome J Budget | actual actual | budget jYm \rananr,e] % |
R thousands J i | | | | i
| inanciat performance J 1 1 I ! | I
f Service charges 205 738 |I -1 17754 | 112 306 : 98 874 : 13432 | 13.6%}
[ tnvestment revenue 813 ] - 61 99| 63| 36| 57.5%|
Interest on Receivables 23075 | N E L EL - s !
| Inventory Adjustments 44 . . I - . f
| Rental of facilities and equipment 245 J - : 17 : 109 | - | 109 : :
Other revenue _ _ 208 | I 4o _18y __ 8L '_ __ _27_'_ _ . 34 123.1%
Total Revenue (excluding capital transfers and ] I |
Icon’(ributions) . 230121 | - _ 20107 _128092 | _ 98964 | _ _27 127 27.4%'_ - 225 252

Employee related costs

Debt impairment

Depreciation and Amortisation

Repairs and Maintenance

Bulk Purchases

Interest

Cantracted Services

Operating Expenses

Gain/loss on disposal/scrapping of PPE
Total Expenditure
Surplus/({Deficit)

Transfers recognised - capital
Contributions & Contributed assets
Surplus/{Deficit) after capital transfers &
contributions
Taxation

Surplus/ (Deficit) for the year

61974
52369
77448

4274
32141
20401

2744
76 606

- —-— = =

{97 836)

197 836)|

] -1 7915 | 33688 ! 34783 { {1094} -3.1%]

I

1: __ ! 121 _ 1031, 1031: (ol 0.0%!
! 162! _1e78; 3100 ezt asow!
o _= _: 3760 _ 10142 4503 | 5342 : 111.2%"

L __ oy 509, _ _ 830l - 630
- 308 _ _139! 2881 {1291 -48.1%)
o=t 7720 44670 : 48989 : {4 319)) -8.8%
I Y S |
__ -t _203a7t_ 93233, o538, _ {2153l -2.3%l

nditu; ki rees
Capital expenditure
Transfers recognised - capital
Public contributions & donations
Borrowing
Internally generated funds

Total sources of capital funds

3040

3040
3040

»

Financial position
Total current assets
Total non current assets
Total current liabilities
Total non current liabilities
Share capital

Accumulated funds

224593
615 800

(530272)
{11 469)
(0}

(298 652)

Cash flows
Net cash from {used) operating
Net cash from {used) investing

Net cash from {used) financing

Cash/cash eguivalents at the year end

(15 641)
(3 040)

1119

12 627

|
----“---:T--—-r-"_-"-—-_-{-'--_1-—--1
————— e e e e il s
i ] ' | I |
- I_ _ _fd0y _ _32859_ _ 3578 _ 29281y _ _ _0)_ (12685
'_____I____-_I___:I___—_:___-_l _____ L
: (zaonI 32859 3578 29281 ! 18,49
| | : : i 1
-1 -1 - - i -1 |
_1 —1 - - _ 1 ]
( i 1 : _: 1 1
( T N | | a0 |
> 1 1 - 1 1 |
‘ N i T B T o
[ 1 1 . . 1 |
[ t I | i 1 |
. 200" 2678361 | ! !
—: (2707): 616102 | | : :
- (1620} (540959)} ! i |
-1 -y (12469) ! | |
-1 -1 0! : | I
- l {2400 331511 - - L I
. ] }
! ! l
|
! \ I
| | I
| | I




A 2024 budget totaling R 216 383 791
municipalities for approval in terms of section 87 of the MFMA 56/2003, however only

R 197 247 273 was approved

was submitted to the shareholder

The 2024 WSA allocated operational budget of R 197 247 273 is therefore R 19 136
518 [8.18%), less than the submitted budget.

FY24 Budget Submission and Approval

Budget Budget %
WSA Requested Approved Difference  |Reduction
Newcastle LM 163 509 222 | 155540970 7968 252 4.9%
Umzinyathi DM 26 965 138 20864 170 6 100 968 22.6%
Amajuba DM 25909 431 20842 133 5067 298 19.6%
TOTAL 216383791 | 197247273 | 19136518 8.8%

The municipalities are billed for their purchased water at the approved bulk water tariff
rate of R 4.92 per kilolitre with Amajuba and Newcastle being billed an additional R

0.02 Laboratory surcharge.

ANALYSIS OF FINANCIAL RESULTS

The table above details revenue by source type, expenditure by input type and
variances to budget. Major variances are discussed in the analysis below.

REVENUE

Revenue raised by service charges comprises 89.1% of the total revenue, interest
earned on debtors comprising 10.7%, interest earned on external investments
comprising 0.1%, and other revenue comprising 0.1%.

The aggregate variance on total revenue is 34 % above budget.

VARIANCE FROM BUDGET - REVENUE

140,0% 123,1%
120,0% '
100,0% '
80,0% |
60,0%
40,0%

20,0% ] :

0,0%

57,5%

27,4%

Service charges - Interest earned - Interest earned - Rental of facilities Otherrevenue  Total Revenue

external outstanding and equipment
investments debtors

water revenue

The entity generated R 13 432 049 more from service charges than budgeted for,
representing a positive variance of 13.58%.

89
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The investment revenue made up of interest on external investments was higher than
anticipated by R 36 015. Due to the uncertainty on payments by the WSA’s for
outstanding bulk invoices, money was invested to provide a buffer for periods when

the WSA's do not pay.

Interest on receivables amounts to R 13 516 778, the entity started charging interest
from March 2022.

Other revenue which is irregular revenue includes laboratory services requested by
customers, is R 142 573 or more than budgeted for.

EXPENDITURE

The expenditure incurred represents 97.74% of the total year to date expenditure
budget.

VARIANCE FROM BUDGET - EXPENDITURE

120,0% 111,2%
100,0%
80,0%
60,0%
40,0%
20,0% 0,0%
0,0% . =
-20,0% _3’1% u [ -8.8% "2,3%
-40,0% 459 — __ o )
-60,0% . . ) °R ‘ 48,1%
Employee epreciatl ) epairs Debt Other Total
on and Finance and Contracted Inventory . K X .
related N . ) impairmen expenditur Expenditur
Amortisati  charges Maintenan services Consumed
costs t e e
on ce
W Variance  -3,1% 0,0% -45,9% -48,1% 111,2% -8,8% -2,3%

The reason for significant variances from budget are discussed below.

The underspending of 3.1% on employee related costs is due to performance notches
being not implemented as yet. The underspending by 45.9 % on repairs and
maintenance and 48.1% on contracted services is due to slow spending created by
low payments from the WSA's.

The overspending by 111.2% on inventory consumed is due to budget cuts by the
WSA'’s. This will be addressed in the adjustments budget.

The Entity’s total expenditure shows an under expenditure of 2.3% against the budget.



60,0% E1R Y0
50,0% 36,5%

|

|

BUDGET & ACTUALS AS % OF TOTAL

40,0%
30’092 i 0,0% 1,1% 1,8% 10,9% 0,7%
20,0%
10,0% m 0,0% ! 1,1% / 3,2% 5'0%“11 0,0%
0'0% 5 = — — &
Employee Debt epreciation Repairs and Bulk
. . and N Interest
related costs  impairment I Maintenance  Purchases
Amortisation
¥ Budget 36,5% 0,0% 1,1% 3,2% 5,0% 0,0%
= Actual 36,1% 0,0% 1,1% 1,8% 10,9% 0,7%
® Budget = Actual
Actuals Cost as % of Total Costs
60.0%
50.0%
AD.O% 36.1%
30.0%
20.0%
10.9%
10.0%
0.0% 1.1% 1.8% . 0.7%
0.0% D -—-.— i A
Employee Debt epr:rf;atmn Repairs and Bulk Interest
related costs  impairment P Maintenance  Purchases
Amartisation
¥ Actual 36.1% 0.0% 1.1% 1.8% 10.9% 0.7%

1,5%

2,8% /

Contracted
Services
2,8%
1,5%

1.5%

Contracted
Services

1.5%

9N

47,9%

51,4% /

Operating
Expenses

51,4%
47,9%

47.9%

Operating
Expenses

47.9%



- Table F1 Monthly Budget Statement - Financial Position {revenue and expenditure) - M06 December 2023

L 2022/23 | _ ____ ¢ Current Year 2023/24 _ _ _ _ _ _ _
Vote Description Audited Original Adjusted :. YearTD Full Year
OQutcome Budget Budget | actual Forecast
Rthousands _ _ _ _ _ _ _ _____b_____|_---- Lo ommee S SRR,
ASSETS | |
Current assets : j :u
Inventory 252 ' - 252 | 290
Receivables from Exchange Transaction 219 900 - ! - :' 248 754 :' 157 350
Receivables from Non-Exchange Transad 2861 - - ': 3093 :: 2901
WSA Debtors - - - 2649 | -
Prepayments 461 | 461 I
_Cashand Cash Equivalents_ _ __ _ |___ sy _ - __ . - .': - 12_52_7_: - - 5000
Totalurrentassets _ _ _ _ __ _ __ L8593, - L o) 26783 | 165541}
Non current assets 1| : -
Property, plant and equipment 615619 - - : 615922 : 550 000
| Intangibleassets | _ _ _ __ __ .l ... il . R SR 20
Total non currentassets _ _ _ _ _ _ _ | I _ _G_15_8C_b04' = d___._.z__616102 550 620
TOTAUASSETS. _ _ _ _ _ _ __ .. | _Ba03s3 L ___ Lo _ ..l _ss339{ 715561
LIABILITIES | i -
Current liabilities ) | \ -
Trade and other payables 529433 - - I_ 538 606 : 545 000
VAT Payable 341 | - 275 | 681
| Current portion of employeebenafitobi| __asg| - | - | 2077| 12200
Total current liabilities _ _ _ _ _ _ __ s - | ___ .| _sa0959( 557881
. | '[ -
Non current liabilities | ( | -
_Employee benefit obligations | _ _ _ | _ _ 114631 __ _ _ =)oz 11489 | 11469
Total non current liabilities_ __ _ _ _ | _ _ 11469 | _ _ _ _ = _:: .+ S _:}1_46_91 11 469
TOTALLIABILITES _ _ _ _ ___ ___ B T ot
_________________ L LT B
NETASSETS _ _ _ _ _ _ _ _ _ ___-d--— 298652 )  _ _ _ - __.__zZ _:. _ _3§1_5ZL1_:. 146 211
COMMUNITY WEALTH/EQUITY ,: :: ! -
Accumulated Surplus/(Deficit) 298 652 - : - :: (331 510):: 145750
| sharecapital | _ _ _ _ _ _____L____ ol __ .. il U SR 0
TOTAL COMMUNITY WEALTH/EQUITY 298 652 | - | = :' {331 510):‘ 145 750

Receivables comprises mainly of Shareholder debtors [over 99.8%] for the provision
of bulk water services. This is for the historical reticulation debt dating back to years
prior to 2013 and other debts relating to project work and the acquisition of MSCOA
compliant software.

Trade and other payables, totalling R 500 million, includes an amount of R 490.7
million [98.1% of total] payable to the Department of Water and Sanitation.

The current ratio is 0.50, against the acceptable norm of 2:1.



Accounts Receivable Age Analysis
uThukela Water (Pty) Ltd

Report Date: 2023/12/31
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Customer 180 Days 150 Days 120 Days 90 Days 60 Days 30 Days Current Balance
AD17 (A Ferreira TA AFT Feedlot) 11.88 © B61.25 ©873.13
AODS (Amajuba District Municipality - WSA} 32086 137.53|2 327 813.47| 2353 553.44| 2521444.72| 2607816.84 2 402 837.03| 2281 628.83] 46581 231.86
A008 (Amajuba District Municipality-Reticulation) 749 573.56 8716.52 4 330.50 4330.50 4330.50 4330.50 4 330.50 779 942.58)
8015 (BadenhorstJH) 1790.80 219.91 2 016.71
B025 (Bhadakazi Trading) 317589 18.36) 1836 18.36 18.36 18.36 18.35| 3 286.05
8024 (Buthelezi CL) -181.22 . _ -2537.93 -2 719.15)
019 (Cascade Water) 5 726.45 33.10 33.10 33.10 33.10 33.10 33.10 5925.05
CO0Y (Chetty VP) 36.14 428.26 146.51 65.88 167.71 844.50
€015 (CLV Retail (Pty) Ltd) 1637.70 2079.32 3717.02
€020 (CONTRACTORS ON CALL) -1719.02 -1719.02
0017 (Creditrace) 472210 6226.67 2143.06| 24275 15 524.98
|D011 (Du Toit PJ) 156.96 2 603.37 2084.95 36.50 2 848.40 7 730.18|
£020 {Ez2y Water) -2 200.00 -2 200.00
FOG7 (Fore C Elactrical - LAB Account) -1 078.59 -1078.59
FOO6 (Fuzule} 5567.86 32.19 32.19 32.19 32.19 32.19 32.19 5761.00
G009 (Ganyana Trading) 6871.74 3972 39.72 39.72 39.72 39.72 39.72 7 110.06
MO071 {GN Motloung) 271.71 1.70 273.41
1017 (Imbengwane (P1y) Ltd) | | B -1 500.00 -1 500.00
1008 (Ingogo Farm) 2108.82 12.19 12.19 12.19 1219 12.19 12.19 2 181.96
1014 (Integripure) -2522.76 -2 522.76
K00S (Karbachem) 73.60 73.60
K016 (Kempton Farms (Pty} Ltd ) 16 268.25 16 268.25
1011 (Lancet Laboratories) -395.03 -395.03
MD62 {Madlibhi Trading (Pty) Ltd) 6871.74 39.72 39.72 39.72 39.72 39.72 39.72 7 110.06
MO77 {Majestic Import & Export (Pty) Ltd) -4 588.50 -4 588.50
MO58& {Mangonde Trading CC} 2117.26) 12.24 12.24 12.24 12.24 12.24 12.24 2 190.70
MUOS7 {Meridian School) 1145.29 6.62 6.62 6.62 6.62 6.62 6.62 1185.01
M049 (Mkhawuzi Trading) 2 098.80 | 12.13 12.13 12.13 12.13 12.13 12.13 2171.58
M040 (Mocass [nvestments) -353.61 -353.61
X001 (Mr ile Xaba) - 593.42 3.43 3.43 3.43 3.43 3.43 3.43 614.00
G008 (Mr Peer) - 25.47 22.79 22.94 22.54 6.23 0.63 0.63 101.23
8021 (Mr XV Basson) 36 363.36 | 210.21 210.21 210.21 210.21 210.21 210.21 37 624.62
M041 {Mthombeni AM) 0 583.07] 79.34 96.40 96.65 £5.62 108.35 86.12 10 135.55
MO61 {Mybuko Trading) 123131 -1231.31
NO22 (National Health Laboratory Services) 6575.92 38.01 38.01 38.01 38.01 38.01 38.01 6803.98
|NOO3 (Newcastle Municipality - WSA) | 186534 677.44|1 269 352.74| 14 027 188.39| 15 779 398.26| 4112 757.59]1 280 448.94 9 308 971.39| 232 912 794.75 |
NO17 (NPC Cement) 657232 37.99 37.99 37.99 _37.89 3798 37.99 6800.26
D26 {Nsibande Bangani) 1188.51 5.87 6.87 6.87 6.87 6.87 6.87 1229.73
0005 (Olympic Park Trading 223 (Pty) Ltd) 1097.96 6.35 6.35 6.35 6.35 6.35 6.35 1136.06
0004 {Orange Grove - Bulk) 0.01 821.95| 161 003.22 161 825.18
|Po12 (Perfect Water) 4277.38 24.73 24.73 2473 24.73 2473 24.73 442576
|ROO6 (Rae Bester Incorporated) 78 788.00 455.45 455.45 455.45 455.45 455.45 455.45 81520.70
5028 {Reineke RE) -4476.61 | 5.64 33.86 -4 437.11
|s053 (Sarel cilliers High) -1 909.00 | -1909.00
15037 (Shimmer Water) 1 096.66 6.24 6.34 6.34 6.34 6.34 6.34 1134.70
15027 (Siltech Technologies ( Pty ) Ltd) 8463.77 8463.77
15056 (Sizigalele Construction) -1439.80 -1439.80
M; (Snips Voslpark CC) | 4 293.88 4 293.88
:&35 (South 32 Coal Holdings (Roypoint Mine)) . 12 076.92 69.81 69.81 69.81 69.81 69.81 69.81 12 495.78
15045 {Sphe Noxolo Trading & Projects) 2117.26 12.24 12.24 12.24 12.24 12.24 12.24 2190.70
'S042 (Sterkstroom Farm) 1135.29 6.56 6.56 6.56 6.56 6.56 6.56 1174.65
15029 {Surtie A) | 2 428.69 612.78 3041.47
|To02 (Terraflow Solutions) 1118.98 5.47 6.47| 6.47 6.47 5.47 6.47 1157.80
'TO15 (TKZ Blocks & Building Works) 9142.48 52.85 52.85 52.85 52.85 52.85 52.85 9459.58
|T010 (Tradex Trading) 4223.24 24.41 2441 24.41 24.41 24.41 24.41) 4369.70
|T012 (Triple € Feed!ot (Pty) Ltd) 33.81 33.81
U008 (Umzinyathi District - WSA) 114 897 0D8.11|3 476 102.21| 3444 784.66| 3 683 935.78| 3 456 425.54|3 598 997.1%| 3 395531.96]135952 835.37
U001 (Umzinyathi District Municipality - MIGS) 348 950.75 2 017.18 2017.18 2017.18 201718 2017.18 2 017.18 361053.83
|U011 (Umazinyathi District Municipality_Reticulation) 210 800.67 1218.58 1218.58 121858 1218.58 121858 1218.58 218112.15
|NO23 (Uthando Boran & Nguni Stud (Pty) Ltd) 601.81 1069.38 243432 1471.90 1438.46 1385.41 8401.28
V006 (Valotech 48) 984.80 5.69 5.69 5.69 5.69 5.69 5.69 1018.94
|MO075 [Vezimanzi Construction & Projects) -3 059.00 -3 059.0¢
\W002 (Watson JD} -309.49 -309.49
RO0S (WPR Boerdery (Pty) Ltd) 3.95 322.88 2 994.25 664.93 3 986.01
'YOO1 (Yazi Nr Trading Enterprise) -1 440.00 -1 440.00
U012 (Zinyathi Lodge} 38304.12 6611.54 1721.48 46 637.14
180 Days 150 Days 120 Days 90 Days| 60 Days 30 Days _ Current ealance
Totals: | 335 073 794.58 | 7 686 496.51 | 19 835 652.20| 22 003 644.73| 10 196 356.38 |7 304 897.25/15 187 540.05 417 288 381.70

% of Balance: 8030 1.84 4.75 5.27 2.44 1.75 3.64




ACCOUNTS RECEIVABLE

The total debtors outstanding at 31 December 2023 is R 417.3 million of which R 362.5
million [86.89%)] of this is debt owing for 120 days and more.

The composition of the outstanding debt is as follows:
WSA bulk and shortfall debtors — R 415.5 million, 99.6%.
WSA project and other debtors — R 1.3 million, 0.3%
Other debtors — R 482 411, 0.1%

Although provision for debt impairment of about R 110 million is made, this debt will
not necessarily be written off. Attempts will continue to collect the debt until it is not
feasible to recover.
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Newcastle LM

95

The entity has billed R98.4 million for water consumption in the 2023/24 FY and has
received payments amounting to R87 million.

The municipality had committed to pay its historical debt starting from July 2023 to
November 2027, starting with R3 million per month and increasing with R500 000 after

every six months, but it has not happened.

The total amount outstanding as at 31 September 2023 is R232, 9 million, with capital
portion being R209 million and interest of R23,9 million. The debt has increased by

R18,9 million from R214 million as at 30 June 2023.

Newcastle Municipality

432 122 828.44

23 867 556.82

455 990 385.26

OUTSTANDING AT 31 December 23

BULK
INTEREST

invoices FY23 NEWCASTLE MUN
DATE INV NO. MONTH AMOUNT incl Interest Total Payments FY23
2022/07/01|INV00002686  |Jul-22 16114 234.76 994 571.67 17 108 806.43 15/07/2022 12 728 100.07
2022/08/01|INV00002703  |Aug-22 15159 385.91 988 135.42 16 147 521.33 15/08/2022 16 169 807.48
2022/09/01|INV00002725 |Sep-22 14 208 722.40 14 208 722.40 15/09/2022 15 159 385.91
2022/09/30|CRN0O091 Aug-22 -15159385.91 -15159 385.91 14/10/2022 14 208722.40 |
2022/09/30|INV00002726 |Aug-22 _ 15 091 558.68 15 091 558.68 15/11/2022 15 668 863.85
2022/09/30|CRNCO90 Sep-22 -14 208 722.40 -14 208 722.40 13/01/2023 7 500 000.00 |
2022/09/30[INV00002728 |Sep-22 _ 14 145 148.70 981 674.87 15 126 823.57 25/01/2023 15201 712.86
2022/10/01|INV00002759  |Oct-22 15 668 863.85 990 543.72 16 659 407.57 17/02/2023 7 642 180.99
2022/11/01|INV00002782 |Nov-22 15 142 180.99 987 188.82 16 129 369.81 15/03/2023 20362 849.78
2022/12/01[INV0O0002798 |Dec-22 15201 712.86 1084 021.65 16 285 734.51 |16/05/2023 10085 3968.16
2023/01/02|INV00002814  |lan-23 15128952.25 1035784.20 16 164 736.45 115/06/2023 3 500 000.00
2023/02/01|INV00002829 |Feb-23 15 319 865.70 1084 690.00 16 404 555.70
2023/03/01|INV00002834  |Mar-23 16 025 850.42 1057 063.91 17082 914.33
2023/04/03|INV0O0002864 |Apr-23 14 001 802.40 1057 063.91 15 058 866.31
2023/05/01|INV00002872  |May-23 16127 381.62 1082 007.24 17 209 388.86
2023/06/01|INV00002873  |Jun-23 15 154 222.46 1162 441.93 16 316 664.39
183 121 774.69 12505 187.34 195 626 962.03 138 227 591.50
Invoices FY24 NEWCASTLE MUN
DATE INV NO. MONTH AMOUNT incl interest Total Payments FY24
2023/07/03|INV0O0002908  |Jul-23 16804 657.15 1192 077.21 17 996 734.36 108/07/2023 5 000 000.00
2023/08/01|INV0O0002911  |Aug-23 15359 461.41 1167 726.98 16527 188.39 10/07/2023 5 501 802.40
2023/09/01|INV00002921  |Sep-23 18097 673.14 1 195 408,99 19293 082.13 _18/07/2023 16127 381.62
2023/10/02|INV0O0002943  |Oct-23 17 952 276.86 1360072.23 19312 349.09 16/08/2023 2 000 000.00
£23/11/01 INV00002965 |[Nov-23 14 672 059.67 1280 448.94 15952 508.61 _23/08/2023 2 500 000.00
2023/12/01|INV00002974 |Dec-23 15528522.45 1280448.94 16 808 971.39 07/09/2023 2 500 000.00
= — 18/09/2023 2 500 000.00
26/09/2023 2 500 000.00
= | 28/09/2023 3513 683.87
18/10/2023 2 699 588.50
23/10/2023 2 500 000.00
27/10/2023 5 000 000.00
10/11/2023 2 500 000.00
16/11/2023 2 500 000.00
28/11/2023 7 500 000.00
08/12/2023 7 500 000.00
18/12/2023 14 672 059.67
98 414 650.68 7476 183.29 105 890 833.97 87 014 516.06

339 745 496.81

209 045 237.93

23 867 556.82
232 912 794.75



uMzinyathi DM

The entity has billed R13.9 million for water consumption in the 2023/24 FY and has
received payments amounting to R11 million.

The total amount outstanding as at 31st December 2023 is R135.95 million, with
capital portion being R 121, 54 million and interest of R14, 42 million. The debt has

increased by R 10,05 million from R125, 9 million as at 30t June 2023.
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Umzinyathi District Municipality
Invoices FY23 UMZINYATHI DM
DATE INVNO. MONTH AMOUNT Ind Interest Total _ Payments A 7E]
2022/07/31INV00031748 Jul-22 2212336.19 572894.58|  2785230.77 2022/07/13, 1000 000.00
2022/09/30|CRN00Y5 Jul-22 -2212336.19 - 221233619 2022/09/16 250 000.00
2022/08/31|INV00031938 Aug-22 2372283.65 58698685 | 295927051 | 2022/12/08] 1000 000.00
2022/09/30|CRNDOSE Aug-22 -2372 283.65 2372 283.65 | 2023/04/28, 500 000.00
2022/09/30]INV0002731 ul-22 220239311 220239311 | 2023/05/26| 1000 000.00
2022/05/30|INV0002732 Aug-22 236162171 236162171
2022/09/30|INV00032038 Sep-22 1860 088.56 64142617 | 250151473
2022/10/31|INV00032218 |Oct-22 1742639.95 612222.77| 235486272
2022/11/30|INV00032318 |Nov-22 2411150.43 523323.15| 303447358
2022/12/31]INV00032518 |Dec-22 2578143.05 632311.98|  3210455.03
2023/01/31|INV00032718 Jan-23 2205893.12 648734.40 | 285463252 |
| 2023/02/28|INV0R032858 Feb-23 2489 386.67 662785.67| 315217234
2023/03/31|INV00033058 Mar-23 2531059.68 694765.23 | 322582491
2023/04/30|INVOC033208 Apr-23 2653174.84 691580.29| 3344 755.13 |
2023/05/31|INV00033358 May-23 2650 270.98 702110.79| 335238177
2023/06/30{INV00033498 Jun-23 3045 614.37 71899265 |  3764607.02
28731441.47 7788134.54 3651957601 3 750 000.00
FY2a UMZINYATHI DM
DATE INV NO. MONTH AMOUNT ind Interest Total Payments Fraa
2023/07/31|INV00033498 ul-23 2750449.14 725653.07| 347610221 2023/07/08 1000 000.00
2023/08/31(INV00033958 Aug-23 271435133 730433.33|  3444784.66 2023/07/25 1000 000.00
2023/09/30|INV00034078 Sep-23 2952137.06 731798.72| 368393578 2023/08/31 2000 000.00
2023/10/31[INV00034248 Oct-23 2715376.90 741048.64| 345642554 2023/09/09 1000 000.00
2023/11/30|INV00034448 Nov-23 284702177 75197535 359899712 2023/09/29 1500 000.00
2023/12/31|INV00034568 Dec-23 2633 211.20 75737076  3395581.96 2023/10/27 1500 000.00
2023/11/22 1000 000.00
2023/12/14 2000 000.00
13979 336.20 4438279.87 | 17866024531
11000 000.00
OUTSTANDING AT 31 December 23
64 191 400.54
57 345 876.69
14 415 558.14
135 952 835.37




Amajuba DM

The entity has billed R12.95 million in the 2023/24 FY and have received payments
amounting to R13.5 million.

The total amount outstanding as at 31st December is R46.58 million, with capital
portion being R41.66 million and interest of R4.92 million. The debt has increased by
R0.98 million from R45.6 million as at 30 June 2023.
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AMAJUBA DISTRICT MUNICIPALITY
lnvoices FY23 AMAIUBA DM
DATE INV NO. MONTH AMOUNT ncl Interest  |Total Payments f Y23
2022/07/31/INV00031738 Jul-22 205312084 | 166143.88| 221926472 2022/07/18 5804 360.21
2022/08/31/INV00031928 Aug-22 226242658|  179221.98|  2441648.56 2023/01/11 168444003
2022/03/30/CRN0093 Jul-22 -2053120.85 - 205312085 2023/03/04 3434640.83
2022/09/30|INV0002729 Jul-22 2043534.62 204393462 2023/04/25 1587817.51
2022/09/30|CRN004 Aug-22 -2 26242658 - 226242658
2022/09/30]|Nv0002730 Aug-22 2252303.87 2252303.87 |
2022/09/30{INVO0032028 Sep-22 i 1568355.11|  230989.99|  1799345.10
2022/10/31{INV00032208 Oct-22 1814169.10|  203500.54|  2017669.64
2022/11/30{INV00032308 Nov-22 1981209.42|  215056.55|  2196265.97
2022/12/31{INV00032508 Dec-22 186628572 |  227676.58|  2093962.30
2023/01/31|INV00032708 Jan-23 1932987.22| 2883492 216182214
2023/02/28|INV00032848 Feb-23 1873388.81| 24114778 211453659
2023/03/31|INVO0033048 Mar-23 1902067.28| 24331873 214538601
2023/04/30]INVO0033198 Apr-B3 1883552.47| 23320455 211675672
L 2023/05/31]|Nv00033345 May-23 189842362  245202.52| 214362614 |
2023/06/30]INVOD033488 un-23 1842463.76|  257295.21|  2009758.97
72859140.69 267159323  25530733.92 12511 258.58
Invoites FY24 AMAJUBA DM
DATE INV NO. MONTH AMOUNTind | Interest |Total Payments FY24
2023/07/31{INVO0033618 Jul-23 200475002 23306346 2327813.48 2023/07/07 5646 589.16
2023/08/31{INVO0033948 Aug-23 210714670 24640673 235355343 2023/10/05 1568356.11
2023/09/30{INVO0034068 Sep-23 226161576!  250828.96|  2521444.72 2023/11/13 30000000
2023/10/31||NV0003423B Oct-23 2343571.89|  264244.95)  2607816.84 2023/12/03 65004435.31
2023/11/30]INVO0034338 Nov-23 212557481 | 27726022 2402837.03
2023/12/31]INV00034558 Dec-23 201599632 |  265632.51)  2281628.83
__ 1294365550 _1546438.83 _ 14495094.33 13519379.58
OUTSTANDING AT 31 December 23
SHORTFALL 18572 272.66
BULK 23092 049.47
INTEREST 4916 909.73

46 581 231.86




ACCOUNTS PAYABLE

Creditors are normally paid within 30 days as stipulated by the MFMA, except where
there are disputes with the creditor. Lately, creditors are being paid after 30 days due

to cashflow challenges.

The total outstanding trade creditors amounts to R500 million, of which R486.19 million
(97.20%) is outstanding for over 120 days. The major unpaid creditor is the
Department of Water and Sanitation, in respect of bulk raw water purchases
amounting to R490.75 million (98.20%).

The entity has not been able to pay DWS due to cash flow issues. When the entity
starts to receive payment towards arrear debt from Newcastle, the entity will start to

pay DWS monthly.

Accounts Payable Age Analysis
uThukela Water (Pty) Ltd

Report Date: 2023/12/31

Supplier 180 Days 150 Days 120Days|  90Days 50 Days| 30 Days| Current Balance
A007 {AFRICAN DXVGEN) o 715982 23lm el 14 469.64
AD23 (Al EQ SYSTEMS) | 19872000 198 720.00
0008 {AUDITOR GENERAL SOUTH AFRICA ) 24 480,51 324 480.51
£008 {BACLAN ENERGY) 17952.82 17 957.82
coo1 (CARDE PROPERTIES (PTY)LTD ) | 183 608,10 183 608.10
€067 {CCG SYSTEMS) 2.125.00 2125.00
NOOS (cte) 4857.60 4 857.60
D080 (DEDICATED ANALYTICAL SOLUTIONS} | 157 898,34 157 898.34
|eoa7_ (ESKOM HOLDINGS) 23405112| 94603.04| 540808 7516733| 9443236 o5675387|483212942) S 27903548
|Fo28 {FORE C ELECTRICAL} 160050 1 600.50
|[Fo3a_ {FST TECHNICAL SERVICES) 103 350,86 103 350.86
1038 {IDEXX LABORATORIES) | 8269547 82 69547
loao  (IMPROCHEM) ! 43581320| 741156.60| 1176 969.80
1037 (ITEC T'YENDE) £330.59] 633059
K001 (KANTECH SERVICES) §7218.52] 6721852
K012 (KONKE PROJECTS AND CREATIONS) 262500 300000/ 187500) 7 500.00
LOD7 (LABCARE SUPPUIES) 2225250  342700| 5612920 81808.70
M091 {METSI CHEM INTERNAT:ONAL) 362 072.50/ 362 077.50
NO83 (N AND Z INSTRUMENTATION AND CONTROL) 221950.00] 221 950.00
NO1S (NDULAMISO AQUA SOLUTIONS) 260944200 26094420
NO34 (NEWCASTLE HOISTS AND ENGINEERING SERVICES (SA}) £022.00 8027.00
P013 (PEARLY DAWN TRADING) 61534.00| 61 534.00
P05 (PRESTIGE LABORATORY SUPPLIES) 22942.30| 22 942,50
5020 (PROMOLAB) - _ | 2087000 | 20470.00]
5129 (SANDMAN SIZAZONKE) 148350 1483.50
5106 (SHABIR GOGA) 4600000| 8622125| 5146250 183 683.75
5013 (SIZOWAKHA SECURITY AND CLEANING SERVICES) 246 67500/ 246 675.00
5102 (SNAKHO PROJECTS) 499000 1837000 23 360.00
5021 (SUPER RENT) 2073450 20 734.50
T019 (Telkom SASOC Ltd ) 1076992 JAL44g3l| -679.00
7003 (TIMES 3 TECHNOLOGIES) 5232175} | 5732175
G036 (TOP TYRE FITMENT CENTER) | 20000 | 200.00
U006 (UMBONOWETHU CONSTRUCTION AND PROJECTS) 1581998 15 819.98
UDO1 (UMFAZI SAFETY} 644517 644517
U023 {UNIVERSAL WATER SOLUTIONS) 424859 424859
V022 {VANGARD PROJECTS) 24207.50] 24 207.50
W25 (W | WATSONS GARAGE) 110504/ 1105.04
|W008 (W) COETZEE ELECTRICAL AND MECHANICAL MAINTENANCE) 2181140 2181140
D014 (Water 2nd Sanitation - National) 479 880 198,06 gz 74251 3084 03844 2461 75926| -545974.85| 134 224.29]490 745 576.25
Y003 (YURETEK BUSINESS MACHINES) 39549.36 39 549.36
180 Days| 150 Days 120 Days. 90 Days 60 Days| 30 Days Current Balance

Totals: 280 217 570.93| 3 209 410.83| 2 759 613.09] 3 240 565.95| 2 565 226.22| 1555 772.06| 6 507 955.84| 500 060 114.92

9% of Balance: 96.03 0.64] a.ss. 0.65 a51 031 130 N
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INVESTMENT PORTFOLIO

The entity’s Investment Portfolio of R 11 010 609 as at the close of the accounting

period reflects as follows:
ABSA Bank : R
Standard Bank

2427
R 11008 182

These are not investments in the true sense of the word, but money held on a call

account for daily use.

Cash and cash equivalents as at 31 December 2023

Bank 01-Dec-23 Transfers Interest 31-Dec-23
Absa Call 2416.97 . - 10.43 2427.40
Standard Bank Call 5770.22 11 000 000.00 2412.22 11 008 182.44
Standard Bank 32-Day Notice - - - -
8187.19 11 000 000.00 2422.65 11010 609.84
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2. Contract Management

Section 116 (2) (d) of MFMA states that the accounting officer of a municipality
or municipal entity must —
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regularly report to the council of the municipality or board of the municipal entity,
as may be appropriate, on the management of contracts or agreements and the
performance of contractors.

CONTRACT REGISTER UTHUKELA WATER [PTY| LTD Perfomance Scoring,
M
NO. APPOINTED BIDDER DESCRIPTION OF GOODS/SERVICES/PROJECTS M/:'_(ch;M ‘ Juy AUGUST SEPTEMBER | OCTOBER | NOVEMBER DECEMBER ‘
] |
|Aen Provision of Short Term Insurance Services 100 ‘
1 Ndulamiso Supply and Delivery of Chemicals 100 81.00 86.00 81.00 81.00 81.00 81.00 |
2 Metsi Chemicals Supply and Delivery of Chemicals 100 86.00 86.00 86.00 86.00 | 86.00 86.00 |
3 Aiem Chemicals Supply and Delivery of Chemicals 100 NfA N/A |
. Konke Projects Provision of Cleaning Services 20, 28.00 28.00 28.00
2 Zengetiwe Provision of Laundry Services 30 ! ]
1 Sizowakha Security Provision of Secuirty Serveies 100 78.00 | |
_2 Chemifeed __|Chlarine Dosing System 100 7800 | |
3 Pearly Dawn Supply and Delivery of Fuel 100 |
4 Mpume Laundry Provision of Claaning Service s 30/ 21.00 21.00 22.00
5 Konke Projects Provision of Launry Services 30]— 26.00 26.00 28.00 |
6 Improchem Supply and Delivery of Chemicals {Polymers} 100, 88 88 87
7 Ka Maphatha Consulting Supply and Delivery of PPE 100
s Maluka Integrated Bussiness
Solution Supply and Delivery of PPE 100
9 Clean Spot Solution Supply and Delivery of PPE 100
10 Umfazi Safety Supply and Delivery of PPE 100
3. Tender Register
Tender Number Tender Description Publication Date _|Closing Date Status
1|STRT2024-BID-001 Transactional Advisory Services 26/07/2023 28/08/2023 Awarded
2|STRT2024-BID-003 Panel of Legal Services 20/10/2023 24/11/2023 Evaluation
5|0PS2024-BID-005 Panel of Engineering Consultants 12/01/2024 16/02/2024 Advertised
supply , Installatin and Commissioning ofMVA5
6|0PS2024-BID-006 Transfomers 12/01/2024 16/02/2024 Advertised
7|1T2024-*BID-007 Supply and Delivery of Dell Desktops 19/01/2024 01/02/2024 To be advertised
Supply , Installatin and Commissioning of
9|0PS2024-B1D-009 585KW ,3300V Electrical Motor 12/01/2024 16/02/2024 Advertised
4. Transversal Contract
Current Year
UTW Paticipation date |Transversal Contract { Description Department Service Provider Payments/orders
2021/03/01|TR3-2018 Automative Solution - Printers ICT - Plants Konica Minolta -
2022/01/18|RT5-2020 Courjer Services All Department Madibana -
- 2022/09/11|RT15-2021 Mabile Communciation ICT Vodacom 294 540.30
2023/07/01|RT50-2023 |Industrial Gases Operation Afrox 27 136.66
2023/07/01{RT27-2022 Supply and delivery of Vehicles to the state All UTWP013823 and UTW 1196 051.98




5. Formal quotes

No of Quotes

Date Required RFQ Number Description Closing Date received
2023/08/04 FiIN2024-NK-013  |Case water license 14/08/2023 2
2023/09/01 FIN2024-NK-029  |Investigation of Irregular and Fruitless Expenditure 13/09/2023 22
2023/08/28 |HR2024-MS-018  |Occupational medicine practitioner Services - 05/09/2023 3
27/07/2023 [172023-05-009 GIS License 07/08/2023 1
2023/07/18 1T2024-05-002 Supply and Delivery of Symantec Broadcom Endpoint 25/07/2023 17|
12023/07/27 |IT2024-05-004 | mitel License for 12 months 02/08/2023 1
2023/07/27 _IT2024-OS—OO§ Supply and Delivery of Dell Sonicwall NSA 02/08/2023 8
2023/10/30 1T2024-05-044 Office 365 07/11/2023 4
2023/07/13 OPS2023-HH-001 |Panel of Laboratory_SuppIiers 13/07/2023 1
2023/09/05 OPS2024-CD-030 |Wendy Houses 14/09/2023 13
2023/09/06 0OP52024-CD-031 | Car Hire Services 14/09/2023 3
2023/07/21 0P52024-HH-003 |Panel of Laboratory Suppliers 28/07/2023 __0
2023/08/04 0PS$2024-HH-012 |Laboratory chemical suppliers 14/08/2023 8
2023/08/11 |OPS$2024-HH-015 |Laborator Supplies 18/08/2023

2023/08/11 |OPS2024-HH-016  |HACH Standard Solutions 18/08/2023 3
2023/08/11 OPS2024-HH-017 |Chemicals Consumables 18/08/2023| 6|
2023/08/28 0OPS2024-HH-019 |Raw water and Potable water Samples 05/09/2023 5.|
2023/08/28 OPS2024-HH-020 |Raw water and Potable water Samples 05/09/2023 _61
2023/08/28 OPS2024-HH-021  |Upper Mphathi Dam site 05/09/2023 8|
2023/08/31 OP52024-HH-024 |Lab Laundry services 08/09/2023 1/
2023/08/31 OPS2024-HH-025 |Cleaning Services 08/09/2023- 2
2023/08/31 0OPS$2024-HH-026  |LIMS Services Provider 08/09/2023 2
2023/09/29 OP$2024-HH-037  |Supply, commissioning and training on multiparameter 4 06/10/2023 5:
2023/09/29 OPS$2024-HH-038  |Turbidity and Ph meters 06/10/2024 4
2023/09/29 OPS2024-HH-039  |Asbestors Biggarsberg 06/10/2023 1
2023/09/29 0OPS2024-HH-040 |Asbestors Contractor Ngagane 06/10/2023 0
2023/08/08 0OPS$2024-SN-011  |Occupational Hygiene assessment 14/08/2023 0
2023/09/07 0OPS$2024-SN-033  |Health and Safety 15/09/2023 4|
2023/09/07 0OPS2024-SN-034 |Occupationa! Health and Safety Audit Service 15/09/2023 5
2023/07/27 OPS2024-WS-006 |GRP PIPE 07/08/2023 6
2023/07/27 0OPS2024-WS-007 |V] Couplings 07/08/2023 11
2023/07/31 OPS2024-WS-008 |UPVC Pipes 07/08/2023 11
27/07/2023 OPS52024-WS-010 |Blower 07/08/2023 9
2023/08/10 OPS2024-WS-014 |Tayside Cathodic 18/08/2023 4
2023/08/28 OPS$2024-WS-022  |Pump for the indian Village pump station a 05/09/2023 4
2023/08/31 OP$2024-W5S-023 | Poly dosing pumps 05/09/2023 5
2023/09/01 | 0OPS2024-WS-027 |To repair the car port 13/09/2023 4
2023/09/01 OPS$2024-WS-028 |Floor repair Verdruk 13/09/2023| a4
2023/09/06 OP$2024-WS—032 Circuit Breaker 15/09/2023

2023/09/26 OPS$2024-WS-035 |Ntshingwayo raw water concrete pipeline 03/10/2023 3
£23/09/26 0OPS$2024-WS-036 |Installation and Commissioning of air- conditioners 03/10/2023 A
_2023/10/12 0OPS2024-WS-041 |Skerkstroom pipeline 27/10/2023 2
2023/10/12 0PS$2024-WS-042 | Tayside High lift pump 27/10/2023 1
2023/10/24 OPS2024-WS-043 |Clencoe pump station 07/11/2023 2
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Nov-23

Dec-23

6.

Reportable Deviations
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Regulation 36 sub regulation 2 of the MSCR states that the accounting officer must
record the reasons for any deviations in terms of sub regulation (1)(a) and (b) of section
36 and report them to the next meeting of the council or board of directors in case of the
municipal entity and include the note to the annual financial statements.

Devistion Date |Reouisition Number | Order Burnber Vander Name Arnay Inc |Repson
2023/07/05|REQG000010785 UTWPOD00013667 Universzi VWater Solutdion 13 804.69 |Single provider, Arhorised diswibutor, Sgent
2023/07/04 UTWPOD00013657 Oedicated Anzlytical Schuzion ©3400.00 |Single previder, Autherised distributor, Agent
- 255436.05
Section 36 Deviaitons
Devistion Oate |Requisition fumber  |Crdar Murkey h’sﬁ—j-:f Hamme Asoung Val nc |Reason
2023/10/23|REQO000TLCS07 UTWPOO00013811 Blue Seal Ergineering 77 190.30 |Single provider, Autharised distributor, Agent
2023/10/25 | REQOO0D010360 UTWPOD00013825 Vangznd Projects 188 542.50 [Single provider, Authorised distributor, Agent
2023/13/06| REQOOOOGI0961 UTWPO00D013834 N&Z instrumentation 33 292.50 |Single provider, Autharised distribustor , Agent
2023/10/25|REQOO0CGL0963 UTWPQ000013826 Vangand Projects 24207.50 |Single provider, Authorised distributor , 4gent
2023/11/06|RECO00GE0981 Power Devel opment Senxies 27945.00 |Single provider, Authatised distributor . Agent
2023/10/23 |REQID00010982 UTWPO000013813 NTT Motor invesiment 17611.69 |Repairs on NNG63272
268 789.4%
Emegency orders
Covistion Date |Orginetcs & Agprover [Emerpency Number  |Vendar Name AmounzVat e |Bescriptionworks |
2023/07/28 |Larochelle /Clever EECDOO«'QSBD Lindulwazi Projects 57259.65 |Clearing of septi Tank - overflowing odou |
2023/10/ 19| Wayne/Clever {EWSD0178 Fore C Electrical 28779.46 |Stripand repair of elecrical motor
2023/1:/09|REQOO00020961 {EWS007179 W) Coetzee 38911.72 [Repairs on the electrical transformer at Ngagagene ]
124 950.83
Deviation Date isitk b |order Murmber Vendor Name Amaunt Val inc |Reasan
2023/13/06|REQO00CO10961 |UTWP0000013834 NEZ tnstruments 33292.50 |Single provider, Authorised distributor, Agent
2023/11/06|REQNO000L0O8L |UTWPO000013835 Power Develomen Services 27945.00 [Single provider, Authorised distributor, Agent
2023/13/06|REQDO0CO11016  |UTWPOOO0013829 Dedicated Analytical Solution 130 986.04 [Single provider, Authorised distributor, Agent
2023/11/06|REQO00001 1014 |UTWPO000013836 Mazda Motor 14 578.50 |Single provider, Authorised distributor, Agent
2023/13/23|RECRO0G011018 |UTWPO00001 3851 Umbono Wethu 7 004.65 |Single provider, Authorised distributor, Agent
2023/311/23|REQQO0CO21019 |UTWPOD00013852 Umbono Wethu 8 815.33 [Singie provider, Authorised distributor, Agent
2023/11/21|REQDD00031020 |UTWRO000013843 Newcastle Hoist 8 027.00 |Single provider, Authorised diswibutor, Agent
2023/11/03|REQ000C01 1021 |UTWPO0000133830 Mortimer Motors 14578.07 |Single provider, Autherised distributar, Agent
254 27.08
Section 17 Deviations
Devistion Date | Web Number Order Numbes vendne Mame Amountvat nc [Reason
2023/05/19|0PS2024-HH-024 Direct Invoicing Konke Projects 7 700.00 |12 Month Contract - Less than 3 quotes received NYP
2023/09/19|0PS2024-HH-024 Direct Invoicing Mpume Eaundry 7 400,00
2023/09/20|0PS20245-HH-026 Direct Invoicing wMite! License 39549.36 |12 Month Contract - Less than 3 quotes recelved NYP
2023/12/04|0PS2024-HH-043 Blue Seaf 197 167.50
251 816.85
Deviation Date = k Order Nurmber ‘endor Name Amouns¥ar g |Reason
2023/12/07 |REQDIO0CI0398 UTWPO000013872 |Ingerop South Africa 220729.40 |Lowaest Prefiered Supplier
2023/12/08|REQO00C011041 UTWPO000011041 dexx 82 695.47 Sing!e pravider, Authorised distributor, Agsnt
2023/12/08 |REQQODCG11043 UTWPO000013871 Universal Water Solution 10912.23 |Single provider, Authorised distributor , Agent
2023/32/0% |REQOO0L0E1050 UTWPOO00013858 Blue Seal Eingeering 77 165.00 [Strip & Quate
| 2023/12/08 REQGODOM 1055 UTWPO000013872 Universal Water Selution 36625.04 |Single provider, Authorised distributor , Agent
2023/12/08|REQOO00031067 UTWPO000013873 NTT Motor investment 33541.28 |Single provider, Authorised distributer, Agent
2023/12/13|REQCCOD01103% UTWPOO00013875 Snakho Projects 18370.00 [Single pravider, Authorised distributor, Agent
2023/12/14|REQO000011091 UTWPOR00013882 W1 Watsons 1 105.04 |Single provider, Autharised distributor, Agent
222 843.46
7. Consultants Register
| CONTRACT REGISTER UTHUKFLA WATER (FTY) LTD.
DESCRIPTION OF CONTRACT VALUE/
NO. | C5D SUPPLIER NUMBER | B0/ QUOTATION NUMBER | APPOINTED BIDDER &ODDS/SERVICES/PADIECTS CONTRACT PERIOD Ebe CURRENT PAYMENT
1| MAAADDSS50 FIN2023-B10-013 Bonakude Consufting Praparations of AES nfa 323 750.00 333 75000
2| MAAALITI266 STR2024-8iD-001 Equity Plus Market Transaction advisory 3 Years 1035 000.00 460 000.00
3| MAAAQTOS217 STR2023 - BIB-011 MIB Charterted AccountaProvision of Internal Audit Serviced3 Years
4| MAAADSE3778 STR2023 - B -011 Chavani Risk Advisory Pravision of internal Audit Servi:e13 Years
5|MAAAL(2613 STR2023 - BID-011 Manuse Holdings |Pravision of Internal Audit SewicejB Years
5| MAAADC15507 STR2023 - BIE--01 Shumba |Provision of Intemal Audit Serviceq3 Years
7 MAAAGDIN067 STR2023 - BID -011 Mntambo Financiat CunsaiPrwision of internal Audit Serviceq3 Years

-end-



@ uthukela
. water

DEPARTMENT: FINANCE

BOARD SUBMISSION
TO :  THE BOARD
AUTHOR :  ACTING CFO - KHUMALO BN
DATE  : 15 JANUARY 2024
SUBJECT :  ADJUSTMENT BUDGET 2023/2024

ROUTINE AUTHORITY

The adjustment budget report is submitted to the Board since it has authority
to deal with this matter.

PURPOSE

The purpose of this submission is for the Board to consider the 2023/2024
Adjustment Budget.

BACKGROUND TO THE MATTER

The board has approved the entity's budget for the 2023/2024 financial year,
with projections of the entity’s revenue and expenditure for the year.
However, as at mid-year (31 December 2023), the entity had not realized the
projected revenue, and thus affecting the expenditure, causing variances
between the budget amounts and the actuals.

It is against this background that management now seeks the approval of
the board to have the original budget adjusted in order to align to the
remainder of the year with the mid-year revenue and expenditure patterns.
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Board Members: Dr AS Mokoena (Chairperson). Mr T.J. Mphela. Mr P.M. Ngcobo. Mr .M.E. Mpungose
uThukela Water (Pty) Ltd - Reg. No. 2003/029916/07 - shareholders: Amajuba, Newcastle, and uMzinyathi Municipalities
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NEWCASTLE MUNICIPALITY

REVISED BUDGET FUNDING PLAN
2023/24 - 2026/27
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BUDGET FUNDING PLAN

1. Purpose

This Revised Budget Funding Plan 2023/24 (BFP) is been updated in order to align with the adjustments budget
submitted to council for approval. This plan also considers the financial performance of the revenue based on
the first eight months of the financial year as well as the implementation of the cost containment measures in

order to cut expenditure.

2. Introduction

The 2023/24 medium term budget framework indicates that the municipality will be operating with an unfunded
budget until the end of 2023/24 financial year. It is therefore imperative that a plan is monitored by the Council
until its targets are achieved. The importance of tabling a funded budgets was indicated to council before through
the various National Treasury circulars, however the situation in Newcastle Municipality warrants that a budget
funding plan be put in place and implemented since the budget is currently unfunded. The purpose of the BFP is
to ensure that the municipality implements strategies over time to move from an unfunded to a funded budget
position. The plan also ensures that the funding position is maintained even beyond the period in which the
budget is projected to be funded in order to maintain a financial stability as required by MFMA Circular No.93.

The table below reflects a high-level operating result of the municipality’s budget over the next three years.
Evidently, the municipality’s adjustments budget is projecting a deficit of R374.0 million, R294.7 million and
R305.7 million for the 2023/24, 2024/25 and 2025/26 financial years respectively:

Table 1: Budget summary (financial and capital performance)

B Budget Year | Budget Year +1 | Budget Year
Description 2023/24 2024/25 +2 2025/26 |
Budget 3
R’000 R’000
Total Revenue Budget 2397032 | 2582576 2805452 |
| Total Expenditure Budget 2771296 | 287729 | 3111 202
Surplus/(Deficit) (374 017) (294 721) (305 750)
Capital expenditure 250 902 284 413 222 634

From Table 1 the above, itis evident that the municipality is not financially viable and not having sufficient revenue
and it will not be able to continue to provide services to the community if the situation is not addressed in the long
run. Although the cause of the deficit are the non-cash items, however failure to address the situation will imply
that there are no reserves to replace assets being depreciated or impaired in future. The municipality is currently
experiencing cash flow challenges resulting in insufficient cash to support its current service delivery mandate.

A high-level assessment that performed by the municipality and KZN Provincial Treasury on a continuous basis
has revealed that the following factors as the main contributors to the financial crisis that the Newcastle

Municipality is faced with:
o The municipality is operating at an operating deficit;
e Escalation of outstanding debtors, especially the domestic consumers;
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Huge operating expenditure base from employee costs, contracted services and other expenditure;
Over-commitment on external borrowing;

Eskom and Uthukela Water debts;

Tariffs not cost-reflective, especially for water and sanitation;

Limitation in other revenue generation streams;

Reserves, conditional grants and reserves not cash-backed,

Reduction in the equitable share allocation due to the unspent grants at each year-end;

The high increase in the electricity bulk purchases tariffs compared to the revenue tariff increase;
High water and electricity losses;

Indigent consumers consuming more that what they can afford;

Actions and spending that give rise to unplanned cash outflows.

3. Strategic objectives of the Budget Funding Plan (BFP) 2023/24

The principle objective of the BFP is to ensure financial viability and sustainability of the municipality, a funded
budget and to subsequently ensure the ability of the municipality to meet its obligations in terms of the Service
Delivery and Budget Implementation Plan (SDBIP) and Integrated Development Plan (IDP). In order to achieve
these objectives, the municipality has developed strategies which are aimed at improving its financial status.
These strategies have been developed by senior management of the municipality, in consultation will all other
internal and external stakeholders. The plan indicates the key focus areas, the responsible officials, the time
frames for implementation of activities, the revenue and costs projected to be generated or incurred over the

duration of the plan.

The following table contain a list of the strategies that management has put together in order to ensure that the
budget of the municipality will be funded within the next five years and beyond:
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Table 2: Budget Funding Strategies

STATUS &  |Task completed: Task almost completed: @ Task commenced: mTask not yet
PERCENTAGE|100% 51% - 99% == | 1%-50% ~/|started:
0%
No Strategy Focus Area Key Activities Responsible | Start Date | End Date
Person
Inflation linked tariffincrease and inproved collecfion Steadily increase increase revenue based
1 rate Property raes on CPl target MM & CFO  |01/07/2018 | 30/06/2024
Inflation linked tariffincrease and inproved collecton Steadily increase increase revenue based
2 rate Service charges on CPl target MM & CFO  |01/07/2018 |30/06/2024
Inflation linked tariffincrease and inproved collection Steadily increase increase revenue based
3 rate Other revenue on CPI target MM & CFO  |01/07/2018 |30/06/2024
Submit business plans and ensure
4 Ensure full access b all governmentgrants Transfers recognised - capital conditonal grants are fully spent MM & CFO  |01/07/2015 |30/06/2030
Identiy unused land for residental and
5 Dispose unused land and other assets Proceeds on disposal of PPE business use MM & GFO  |01/07/2015 |30/06/2030
Do not il any non-criical positions being
6 lCurb recruitmenton new personnel Employee relakd cosls vacaked MM & CFO  |01/07/2018 | 30/06/2024
[ No new capital expenditure will be financed
7 |No commitment on new loans - interest Finance charges through exiernal loans MM & CFO  |01/07/2018 |30/06/2024
No new capital expenditure will be financed
8 ENo commitment on new loans - capital Repayment of borrowing through external loans MM & CFO  |01/07/2020 | 30/06/2026
[ Reduction and very minimal increase on
9 Limitexhobotantincrease in non-core expendiure  |Contracted services confracted services MM & CFQ  |01/07/2020 |Continous
Reducton and very minimal increase on
10 Limit exhobotantincrease in non-core expendiure | Other expendiure other expenditure MM & CFO  |01/07/2020 | Confinous
fastrack early appointmentofservice
1 Reduce internally funded capital exoenduture Internally generated funds providers MM & CFO  [01/07/2018 |Continous
Prioriise paymentof grant related payments
12 Reduce unspent conditonal grants Unspent condifional tansfers and clean up the grant regisier MM & CFO  |01/07/2018 | Confinous
Keep up wih the Eskom agreementand
13 Imprave paymentof creditors Other working capital requirement [ensure fmely paymentofoher crediors MM & CFO 01/07/2020 Confinous
Buiide up reserves up ensuring increased
14 Ensure cash-backing of provisions Other provisions cash and cash equivalents MM & CFO  |01/07/2020 | Confinous
Buiide up reserves up ensuring increased
15 Ensure cash-backing of reserves Reserves b be cash-backed cash and cash equivalents MM & CFO  |01/07/2019 | Confinous
Ensure tmely payment of invoices and
16 Claim all vat receivable fom SARS Statiory requirements submission of Vatrebirns MM & CFO  |01/07/2020 | Conlinous

3.1 Increase on the collections rates for service charges and property rates

The Newcastle Municipality is planning to apply a steady tariff increase of at most 6% in line with the consumer
price index (CPIX) target, and in line with National Treasury budget guidelines. Electricity is was increased by
about 15.10% in the current year, and the average of 16% in the outer years during the implementation of the
plan. This will be done in order to bridge the gap between the achieve cost reflective tariffs and affordability over
the same periods. Furthermore, through an aggressive awareness campaign, incentive schemes aimed at
instilling a culture of payment within our communities and arresting water losses, the collection rate is projected
to steadily improve from 82% to 87% over the next five financial years. The incentive schemes that have been
approved by council and being rolled-out to communities will ensure that the collection rate improves, which will
assist to deal with the cost of the reinstatement employees and unspent conditional grants.

3.2 Full access to conditional grants.

The municipality will drive an aggressive strategy to submit business plans to ensure that its capital programme
is gradually and eventually fully funded from government grants only. The departments are being encouraged to
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investigate and access all grant opportunities available with other extemnal stakeholders in order lessen the impact
of rates and service charges to deliver services. Equally, the municipality will be putting measures in place to
ensure that all grants are fully spent through budgeting for the portion of the unspent grant each year. This will
also assist to ensure that no funds are reverted to the National Revenue Fund.

3.3 Disposal and rental of unused land and other properties.

The municipality has already identified and put a plan to service unused land for disposal for private and
commercial purposes. For some of the properties, the municipality has already received bids from the public and
some have since been awarded through the supply chain management system, with the transfer processes still
underway. The municipality is also in a process of advertising a number of properties in order to generate more
revenue. Strides are being made to rent out office space and to review rental agreements in other properties so
that the municipality will generate more revenue. The strategies also plans include, but not limited, the upgrading
of the Human Resources Development unit's building for use by University of South Africa (Unisa), servicing and
disposal of land next to the Medical Precinct Centre next to Mediclinic, renting out of the office space to KZN
CoGTA and review of the golf course rental. These processes are already at advanced stages.

3.4 Delay recruitment in new positions

The employee costs has budget has been adjusted downwards by R16 million in order to consider the impact of
the savings realised during the first six months of the financial year. The original plan had included the impact of
the last instalment of the re-instated employees, which was finalised in December 2023. A settlement reached
between the parties required that employees be reinstated with effect from 01 October 2022. The impact of such
reinstatement was as estimated to be R79 million being the twelve months backpay. In line with the GRAP 14
accounting standard, this amount was accounted for in the 2021/22 employee costs and payables, however
payments were made in the 2022/23 and 2023/24 financial years.

While the above has been taken into account, the municipality is planning to delay recruitment on some of the
positions, which are not considered to be critical. These include positions that will be exited during the six months
of the financial year. The municipality will also reallocate the excess staff that has come as a result of the
reinstatement in order to fill critical positions in other units in order to avoid new unnecessary recruitments as
much as possible. The plan also projects a sharp reduction on overtime since the reinstated employees will be
allocated to avoid more overtime. The budget for the employee related costs is however expected to increase
steadily of the next four years in order to accommodate the expected annual increase on staff salaries and the
impact of the backpay in 2023/2024. The municipality will also use the reinstated employees to limit the
expenditure on overtime and to limit the rate of those above the threshold.

3.5 No commitment fo new loans

One of the challenges of the Newcastle Municipality is faced with is its over-commitment on external loans. In
order to deal with the funding position, the municipality is not planning to take any loans until a favourable funding
position has been achieved. No loans are planned to be taken over the next five years in order to deal with the

impact of finance charges in the budget.
3.6 Limit increase on non-core expenditure

The municipality will enforce its cost containment policy to ensure that non-core expenditure is reduced or
eliminated to bear minimum over the next five years. In this case, focus shall be given to other expenditure and
contracted services. The municipality will utilise monthly reports to this plan, as well as the quarterly reporting to
trace and monitor expenditure in order to track and monitor expenditure. The municipality has also established
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the Finance Committee which deals with scrutinising of all purchase requisitions in line with the budget and the
cost containment policy.

3.7 Reduce internally funded capital expenditure

The municipality is planning to reduce the internally-funded capital expenditure over the next five years. While. it
is acknowledged that this cannot be done at one go due to current commitments, internal funding is expected to
be reduced gradually over the next five years. To supplement this, the municipality is planning to improve the
submission business plans to donor institutions to ensure that those projects that were funded intemally are in
future funded from grants instead. It is evidence from the adjustments budget, the 2022/23 budget and beyond,
that the internally funded capital budget has been reduced drastically in line with this strategy.

3.8 Improve payment of creditors

The municipality is utilising the Interim Finance Committee to ensure that the payments of key creditors are
prioritised. These include the payment of fixed costs as well as the debt to Eskom, uThukela Water, SARS, 3¢
party payments and loans. A strategy is in place to ensure that all invoices are paid with 30 days as required by
section 65 of the MFMA. This will assist to ensure the outstanding debt does not continue to escalate. It will also
help to ensure that interest and penalties on late payment are not incurred and thereby curtailing incidences of
fruitless and wasteful expenditure. The municipality will continue to ensure that Eskom invoices are paid going
forward. The municipality is also in a process of concluding a payment agreement with uThukela Water, which is
placed to be finalised before the end of the year.

3.9 Cash-backing of provisions and reserves

One of the key challenges to the funding position of the budget is that provisions and reserves of the municipality
are not fully cash-backed. These include unspent grants, leave provision, Housing Development Grant and
Insurance Reserve which need to be cash-backed in line with the Funding and Reserves Policy of Council. The
municipality shall use the opportunity of each budget process to ensure all excess funds are invested to ensure
funding of all provisions and reserves is achieved over the period of the plan. The revised plan has however been
significantly affected by the balance of unspent conditional grants that were reported in the 2022/2023 annual
financial statements. In the original budget the municipality had recorded unspent condition grants of R204 million,
which has been adjusted downwards to R124 million in the adjustments budget. This movement shows the
commitment of the municipality to reduce the balance of unspent conditional grants. The adjustments budget has
also appropriated expenditure in respect of the approved roll-overs, which will also ensure that the balance of
unspent grants is reduced further at the end of the financial year.

As a strategy, the municipality is planning to engage with the Department of Human Settlement to gradually
reduce this balance over the next three financial years. Portfolio committees will also be engaged to scrutinise
the grant expenditure of departments to ensure expenditure on conditional grants is fast-tracked to avoid unspent

conditional grants at each year-end.
3.10 Claiming VAT Refunds from SARS

The municipality has already capacitated in officials in the VAT recovery ensure that VAT refunds due to the
Municipality are claimed from SARS. Furthermore, staff members are also focusing on the accuracy of
reconciliations and submission of VAT returns timeously. This ensures that VAT returns are filed timeously, and

refunds received on time.
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4. Financial Impact of the Budget Funding Plan

ltis expected that the strategies and activities put in the plan will have a positive financial impact to the municipality
over a long-term period, which will ensure that the municipality's budget is fully funded in the 2023/2024 financial
year. Although some of the strategies reflect negative impact on the plan, it is however critical o reflect how these
are likely to improve over a period, and eventually yield a positive long-term impact in funding the budget. The

table below depicts the impact of each identified strategy on the budget:

Table 3: Financial Impact

Financial Impact of the Budget Funding Plan

No Strategy Focus Area Key Activities Key Activities
Draft Year 2 Year 3 Year 4
Budget
2023/24 2024/25 2025/26 2026/27
Inflation finked farifincrease and inproved colleciion Steadily increase increase revenue based on
1 |rale Property rates CP! farget 17 462 000 29 146 000 19 721 000 20 904 380
" infiation fnked tarifincrease and inproved collecton | - Steadly increase increase revenue based on o R B
2 |rate Service charges CPi farget 134045961 110848000 139 745 000 84 026 460
Inflation linked tariffincrease and inproved collecton Steadily increase increase revenue based on
3 |rak Oter revenue CPi target -276 031628 1098 000 1163 000 v}
Submit business plans and ensure condiional
4 |Ensure full access © all government grants Transfers recognised - operational |grants are fuly spent 36 362 532 58 878 000|  -40 550 000 0
Submit business plans and ensure condifonal
5 |Ensure full access b all government grants Transfers recognised - capital grants are fully spent 43345958|  -23 569 000 -3829 000 0
|dentfy unused land for residential and
6 |Dispose unused land and other assets Proceeds on disposal of PPE business use 20 000 000 10 000 000 10 000 000 10 000 000
Do not fil any non-critcal positons being
7 |Curb recruitment of new personnel Employes relaed costs vacaked 88121 465 51 686 637 55 629 697 41 592 603
No new capital expenditure will be inanced
8  [No commitmenton new loans - interest Finance charges through exfernal loans -32205000| -30525000| -28549000[ -26 300 000
i o o | No new capial expenditre wil be financed | = T
g |No commitmenton new loans - capital Repayment of borrowing through external loans 234082441 -35156170| -38526000( -40 797 840
- Reducton and very minimal increase on
10 |Limit exhobolantincrease in non-core expenditure [Contracted services confracted services -69620409| -15255296| 18 377 710 -1806 765
T o Reducion and very mnimal increase on ofer | B -
11 |Limitexhobotantincrease in non-core expendiure |Other expendiure expenditure 17 102075 -417 946 7349723 -48544 359
Separately invest condifonal grants and
12 |Reduce internally funded capital exoenduture Internally generated funds fastrack early appointment of service providers|  -11726 234 0} 0 -5 400 000
Prioritse paymentofgrantrelated payments |
13 |Reduce unspent conditional grants Unspent condifonal tansfers and clean up the grant register -50000000| -54000387| -54 000000 -26 999 631
i o Keep up with e Eskom agreementand |
14 |Improve paymentof creditors Other working capital requirement _|ensure fmely paymentof other creditors -155947 000|  -91800000| -126 330 000 0
o Buiide up reserves up ensuring increased
15 |Ensure cash-backing of provisions Ofher provisions ~_ |cash and cash equivalents 1115400) 629600 1442 987 254 960/
[ " |Buide up reserves up ensuring increased -
16 |Ensure cash-backing of reserves Reserves i be cash-backed |cash and cash equivalents 3967678) 2474510 2 650 000 799 580
Ensure timely payment ofinvoices and
17 |Claim all vat receivable from SARS Statutory requirements submission of Vatretums 22360028| 25686 280 5 000 000 5 000 000!

The following sections seek to highlight the impact of each of the strategies in achieving a budgeted budget
position.

4.1 Increase on the collections rates for service charges and property rates

The impact of an increase of a 2% per year basis points and above the consumer price index (CPIX) on the
collection rate and the increase in tariffs within the CPIX on rate and services is expected to generate additional
a cash-inflow over the next five years. The incentive schemes that have been approved by council and being
rolled-out to communities will ensure that the collection rate improves, which will assist to deal with the payment
of reinstatement employees and unspent conditional grants.
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4.2 Full access to conditional grants.

Over the next five years, the municipality will implement measures to ensure full access to conditional and
unconditional grants. The department of Development Planning and Human Settlement has already started to
coordinate the applications for various fundings for all department. The intervention of the Municipal Manager is
also starting to bear fruits as the municipality is starting to receive new grans, e.g. Disaster Recovery Grant. A
number of business plans relating to water, and sewer services have also been submitted in order to obtain

funding for the dilapidating infrastructure.
4.3 Disposal of unused land and other properties.

As part of its revenue enhancement strategy, the municipality has already started rolling our programme to service
and dispose all unused land to generate more revenue. This is expected to generate about R42 million over the

five financial years.
4.4 Limit increase on non-core expenditure

Through the containment and curtailment of other expenditure and contracted services, the municipality is
expecting to save substantially over the five financial years. This will be done by steadily by reducing expenditure
on non-essential items by monitoring expenditure using the Interim Finance Committee in line with the approved

budget and the cost containment policy.

4.5 No commitment to new loans

The municipality will not save any costs by maintaining this position. However, through this commitment, it will
ensure that additional costs on borrowing through finance charges is not incurred until the funding position has
improved. The municipality will start realising saving as more loans are being paid up.

4.6 Reduce Internally Funded Capital Expenditure

The adjustments budget shows the internal funding of R18.1 million from the total capital budget of R250.9. The
municipality is projecting to save a further about R18 million through the strategy of cutting its internally funded
capital budget over the next three financial five years. This undoubtedly is aligned to the objectives of the plan.

4.7 Improve the working capital position

The municipality has put together an aggressive strategy to improve its collection of outstanding debtors over the
next four years. Equally so, the municipality has also improved payment of its bulk and other key creditors in order
avoid interest and penalties and to improve the working capital position. The municipality is further planning to
finalise the payment agreement before the end of the financial year.

4.8 Claiming of Vat Refunds

The municipality is projecting to receive in excess of over R46 million over the next five financial years through
statutory requirements. The use of a VAT spegcialist, intemnal capacity and financial system configuration will
ensure this strategy is attained.
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5. Operating Financial Performance

The municipality will continue its strides to accelerate revenue as part of its long-term plan. Property rates, water,
sewer, refuse and sundry tariffs will be increase by at least 6% while the electricity tariffs will be increased in line
with the NERSA guide over the medium-term framework and over the next five years. This will ensure that the
municipality is able to provide minimum level of basic services within the CPIX increases but also not putting
pressure to consumers, who are already strained due to the dire economic circumstance. The municipality is also
planning to ensure that non-essential expenditure is eliminated in order to ensure the operating deficit is recued
on the period of the plan. While the increase will be noted on some of expenditure items like employee costs,
councillor remuneration and bulk purchases however these increases be maintained at a bare minimum in order
to continue to provide services within the projected increases. Expenditure items like contracted services and
other expenditure have however been identified as those which need to be limited to bear minimum, except where

the cost items are grant-funded.

The table below depicts the projected financial outcome of the plan.
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Table 4: Financial Performance

Financial Impactof he Budget Funding Plan on the Financial Performance (Table A4/B4)

Description Original Budget Adjusted Budget Increase / (Decrease) Year 1 Yeer 2

R thousand 2023/24 2023/24 2023/24 2024125 2025/26

Revenue By Source

Service charges - Electricity 882022 129 863 906 961 -18115168 998 161 768 1124928 314

Service charges - Water 219985 933 220069 788 83 855 237 144 334 251372994

Service charges - Waste Water Management 133 580 398 154 290 398 20710 000 141 595 222 150090 935

Service charges - Waste Management 110 148 409 109 788 409 -360000| 115944 825 122 901 514

Sale of Goods and Rendering of Services - 13 504 766 13 504 766

Agency services - - - - -

Interest - - -

Interest eamned from Receivables 5877 010 3947 010 -1930000 6229 631 6 603 408

Intsrest eamed fom Current and Non Curent Assets 5330350 5330350 - 5650171 5989 181

Dividends - - - -

Rent on Land - - - - -

Rental from Fixed Assets 8 804 450 11 099 450 2295000 9332717 9892 680

Licence and permits - - - -

Operational Revenue 8490 177 1291 552 -7 198 625 8 999 588 9539 563

Non-Exchange Revenue -

Property rates 396 740 939 396 614 439 -126 500 420 545 395 445778 119

Surcharges and Taxes - -

Fines, penalties and forfeits 4 830 888 7 245 888 2 415 000 5120 741 5427 986

Licences or pemits 34224 34224 - 36277 38453

Transfer and subsidies - Operational 577 623010 604 151 702 26 528 692 633 814 967 672 888 967

Interest - - - -

Fuel Levy - - -

Operational Revenue - - - -

Gains on disposal of Assets - - - -
Other Gains 2 000 000 5 757 000 3 757 000 - -
Discontinued Operations - -

Total Revenue (excluding capital transfers and

confributions) 2 355467 917 2 397 031 937 41564 020| 2 582 575 637 2 805452 114

Expenditure By Type :
Employee related costs 724 604 105 708 365 803 -16 238 302 776222 369 831 852 066
Remuneration of councillors 28 442 547 26 986 547 -1 456000 29 580 249 31 710027
Bulk purchases - electricity 660 932 502 654 132 502 -6 800 000 749378 930 844 550 054
Inventory consumed 159 853 634 161 758 894 1905 260 167 716 043 177 732682
Debt impairment 308 145 223 285 207 327 -22 937 896 334337 058 357171226
Depreciation and amortisaion 379138 608 379138 608 - 397 716 400 416 409 071
Interest 32 205273 32545273 340 000 30 524 500 28 549152
Contracted services 207 360872 267 841 282 60 480 410 162 105 577 180 483 286
Transfers and subsidies - -
Imecoverable debts written off 89312 265 93 659 255 4 346 990 94 671 000 100 351 000
Operational costs 134 593 554 161413 101 26 819507 135044 021 142 393 744
Losses on disposal of Assets 0 - - (o] 0
Other Losses 0 - - 0 0

Tolal Ex penditure 2 724 588 623 2771048 592 46 459 969| 2 877 296 147 3111202308

Sumplus/(Deficit) -369 120 706 -374 016 655 -4 895949| -294720511 -305 750 194

Transfers and subsidies - capital

(monetary allocations) (National /

Provincial and District) 240769 990 232 034 755 -8 735235 274 012 500 212233 500

Surplus/(Deficit) afier capital ransfers and subsidies -128 350716 -141 981 900 -13631184 -20708 011 -93 516 694
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Table 4 above indicate that the strategies that are in place will assist to improve the deficit of the municipality
between current and next financial year. Operating revenue appears to increase steadily each year from the

current year's adjustments budget.

6. Capital Financial Performance

The municipality will continue its drive to, by and large, the financing of its capital programme through the
government grants. The municipality is also not planning o take any new loans over the next five financial years.
This is necessary in order not to exert additional financial pressure to the Municipality. The Municipality is further
planning to cut on funding the capital expenditure from internal reserves gradually over the next five years.

The table below depicts the projected capital performance over the next five years.

Table 5: Capital Financial Performance

Financial Impact of the Budget Funding Plan on the Capital Financial Performance (Table A5/B5)

Description Original Budget Adjusted Budget Increase / Year 1 Year 2
(Decrease)
R thousand 2023124 2023124 2023/24 2024125 2023/24
Capital Expenditure - Functional
Governance and administration 4 700 000 7 868 295 -3 168 295 2 400 000 2 400 000
Executive and council 0 2295536 -2 295536 - -
Finance and administration 4 700 000 5572 759 -872 759 2 400 000 2 400 000
Internal audit - [¢] - -
Community and public safety 37334 313 43 235 945 i -5901 632 50 282 S00 45 270 500
Community and social services 857 705 1227 866 -370161 182 500 170 500
Sport and recreation 35 976 608 41 208 079 -5231471 50 100 000 45 100 000
Public safety 0 - 0 & -
Housing 500 000 800 000 -300 000 - -
Health - 0 -
Economic and environmental services 54 634 667 49 908 093 " 4726 574 76 030 000 78 080 000
Planning and dev elopment 0 1513174 -1513174 - -
Road transport 54 634 667 48 394 919 6239748 76 030 000 78 080 000
Environmental protection 0 - (4] - -
Trading services 158 668 716 149 889 483 8779233 155700000 96 883 000
Energy sources 21 550 000 27 436 250 -5 886 250 20 000 000 20 896 000
Water management 108 184 602 99 791 573 8 393 029 82 700 000 57 987 000
Waste water management 28 484 114 21828084 6 656 030 53 000 000 18 000 000
Waste management 450 000 833576 -383 576 - -
Other - [0} =
Total Capital Expenditure - Functional 255 337 696 250 901 815 4 435 881 284 412 500 222 633 500
0]
Funded by : (o]
National Govemment 228 011 990 213 180999 14 830991 253 730 000 201 963 000
Provincial Gavernment 12 758 000 18 853 756 -6 095 756 20282 500 10 270 500
District M unicipality - 0
Other transfers and grants - 0
Transfers recognised - capital 240 769 990 232034754 i 8 735 236 274 012 500 212 233 500
o]
Borrow ing 0 - [0} -
intemally generated funds 14 567 705 18 867 061 -4 299 356 10 400 000 10 400 000
Total Capital Funding 255 337 695 250 901 815 4435880 284412 500 222 633 500

Capital expenditure is planned to be R250.9 million in the adjustments budget for 2023/24 In the 2023/24 financial
year. The bulk of the capital expenditure is funded from government grants, which is in line with the strategies.
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7. Financial Position Plan

The municipality is projecting to remain within a favourable equity position, with the total assets exceeding total
liabilities by a large margin. The net current position of the municipal is also projected to improve over the next
three years, which is a good indicator of the ability of the municipality to meet its short-term obligations over the

next three years.

The table below depicts the Financial Position Plan of the municipality for the next four years:

Table 6: Financial Position

Financial Impact of the Budget Funding Plan on the Financial Position (Table A6/B6)

Description Original Budget Adjusted Budget Increase [ (Decrease) Year 1 Year 2
R thousand 2023/24 2023/24 2023/24 2024/25 2025/26
ASSETS

Current assets

Cash and cash equivalents 19 688 377 4 683 587 -15 004 790 46 308 266 50075111

Trade and other receiv ables from exchange transactior 951 655 000 951 655 000 - 848 032 000 953 920 000

Receivables from non-ex change fransactions 83 155 000 - -83 155 000 - -

Current portion of non-current receiv ables - 83 155 000 83 155 000 69 686 000 69 886 000

Inventory 155 853 634 157 758 894 1905 260 321474937 495 207 619

VAT b - -

Other current assets - = = Sp—
Total current assets 1210352011 1 197 252 481 -13 099 530 1285 501 204 1569 088 730
Non current assets

Investmants 110954 000 - -110954 000 - -

Investment property 352 224 056 352 224 056 - 332 224 056 365 446 462

Property, plant and equipment 5 440 428 695 5 440 428 695 - 5576 473 227 5376527 156

Biological assets - - - -

Living and non-living resources - - - -

Heritage assets 11882732 11882732 - 11 982 732 12082732

Intangible assets 200 000 200 000 - 500 000 800 000

Trade and other receiv ables from ex change transactiors - - - - -

Non-current receiv ables from non-exchange transactor - - - - -

Other non-current assets - . - N - - =]
Total non current assets 5915 689 483 5 804 735 483 ~-110954000| 5921180015 | 5 754856 350 |
TOTAL ASSETS 7 126 041 494 7 001 987 963 -124 053530 | 7206681219 | 7323945079 |
LIABILITIES
Current liabilities

Bank overdraft - -

Financial liabilites 34 082 000 34 082 000 - 35156 170 38 525548

Consumer deposits 35 648 546 35 648 546 - 37 148 546 38 648 546

Trade and other pay ables from exchange transactons 571301 198 571301 198 - 430 506 000 370 522 000

Trade and other pay ables from non-ex change tansacti - 124 409 528 124 409 528 75114 672 35114672

Provisions 10 512 656 10512 656 - 11 332 643 12216 589

VAT - - - -

Other current liabilites 115 114 672 115114 672 - 75 114 672 35114672
Total currant liabilities 766 659 072 891 068 600 124 409 528 664 372 703 530 142 027 |
Non current liabilities

Borrowing 321 9065 348 321 905 348 - 223 584 376 185 058 828

Provisions 229 340 119 229340119 - 245 663 557 257 946 735

Long term portion of rade pay ables 63 164 802 63 164 802 -

| Other non-current liabilites i - - = =
Total non current liabilities 614 410 269 614 410 269 - 469 247 933 443 005 563
TOTAL LIABILITIES 1381069 341 1505478869 | 124409528 | 1133620636 973 147 590
NET ASSETS 5744 972 153 5 496 509 094 -248463058 | 6073060582 | 6350797 489
COMMUNITY WEALTH/EQUITY -

Accumulated Surplus/(Deficit) 5710117 863 5463 876 140 -246 241 722 6035 731638 6310818 189

Funds and Resarves 34 854 290 32 632954 -2 221336 37328945 39979 300

Other
TOTAL COMMUNITY WEALTH/EQUITY 5744972 153 5 496 509 094 -248 463 058 | 6 073 060 582 6350797 489 |
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The table above reflects a steady increase in the net equity position of the municipality, implying that assets will
continue to exceed liabilities during the implementation of the plan.

8. Cash Flow Plan

The municipality is also planning to improve its collection rate of the five financial years in order to ensure that
adequate revenue is collected. The collection rate is projected to increase from 82% to 87% over the five years.
The municipality will also put measures in place to ensure that all grant opportunities are being accessed fully.
The municipality has already identified and put plans in place to ensure that unused land and other assets are
disposed-off in order to enhance revenue. The repayment of borrowing is also expected to continue to decrease
over the three financial years as no external borrowings will be taken. The table below depicts Cash Flow Plan

over the next five years.

Table 7: Cash Flow

Financial Impact of the Budget Funding Plan on the Cash Flow (Table A7/B7)

Description Original Budgst Adjusted Budget Increase / Year 1 Year 2
{Decrease)

R thousand 2023124 2023/24 2023/24 2024/25 2025/26

CASH FLOW FROM OPERATING ACTIVITIES

Receipts

Property rates 299 539 409 337122273 37 582 864 328684 622 348 405 700

Service charges 1144534 896 1128137 106 -16 397 789 1210696 088 1300440747

Other revenue 231189 336 278931544 47 742 208 224208 178 257 177 575

Transfers and Subsidies - Operatonal 547 623 010 552 504 586 4881576 603 814 967 642 888 967

Transfers and Subsidies - Capital 240769 990 240769 990 - 274012 500 212 233 500

Interest 5330350 5330350 5650171 5989 181

Dividends - - - - -

Payments

Suppliers and employ ees -2 175156 030 -2252810637 -77 654 608 -2 265348 677 -2 473 660 627

Finance charges -32205 273 -32545 273 -340 000 -30524 500 -28 545152

Transfers and Subsidies - - - - -

INET CASH FROM/(USED) OPERATING ACTIVITIES 261 625 688 257 439 939 -4 185 749 351193 350 264 925 892

CASH FLOWS FROM INVESTING ACTIVITIES

Receipts

Proceeds on disposal of PPE 20 000 000D 20000 000 - 10 000 000 -

D {i ) in non: t receivables - - -

D (i } in no tinvestments - - -

Payments -

Capital assets -255 337 695 -250901 815 4 435 880 -284 412 500 -222 633 500

NET CASH FROM/(USED) INVESTING ACTIVITIES -235 337 695 -230901 815 4 435 880 -274 412 500 -222 633 500

CASH FLOWS FROM FINANCING ACTIVITIES

Receipts

Short term loans -

Borrow ing long term/refinancing -

Increase (decrease) in consumer deposits -

Payments - -

Repayment of borrow ing - -

Increase (decrease) in consumer deposits - -

Payments -

Repayment of borrow ing -34 081 616 -34 081 616 - -35 156 170 -38 525 548
NET CASH FROM/(USED) FINANCING ACTIVITIES -34 081 616 -34 081 616 - -35 156 170 -38 525 548
NET INCREASE/! (DECREASE) IN CASH HELD -7793 623 -7 543491 250132 41 624 680 3766844

Cash/cash equivalents at the y ear begin: 27482 000_ 12 227 078 -15 254 922 4683587 | 46 308 266

Cash/fcash equivalents at the year end: 19 688 377 4 683 587 -15 004 790 46 308 266 50075 111
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The table A7/B7 shows an improvement in the cash position of the municipality, from R4.6 million in the current
year, R46 million in 2025/26 and R50 million in 2026/27 as per the objectives of the plan.

9. Cash Backed Reserves Plan

Through its plan, the municipality aims to ensure that adequate reserves are generated to cover for any unspent
conditional grants, provisions and reserves that are required to be cash backed in terms of GRAP and the
municipal policies. By far possible, the municipality will ensure that all provisions and reserves have been reliably
and adequately provided for. The municipality will also ensure that its working capital position improves over the

planning period.

Table 8: Cash-backed Reserves

Municipality: Newcastle Local Municipality
Financial Impact of the Budget Funding Plan on the Cash backed reserves/accumulated surplus (Table A8/B8)

Description Original Budget | Adjusted Budget | Increase/ (Decrease) Year 1 Year 2
R thousand 2023124 2023/24 2023124 2024125 2025/26
Cash and investments available
Cashicash equivalents at the year end 19,688,377 4,683,587 -15,004,790 46,308,266 50,075,111
Other current investments > 90 days - - - -
Non current assets - Invesiments - - - -
Cash and investments available: 19,688,377 4,683,587 -15,004,790 46,308,266 50,075,111
Application of cash and investments -
Unspent conditional transfers - 124,409,528 124,409,528 83,479,000 53,479,000
Unspent borrowing 113,478,932 - -113,478,932 - -
Statutory requirements 26,978,467 26,978,467 - 32,078,249 35,479,688
Other working capital requirements -6,459,117 -15,303,930 -8,844,813 | -117,410,000| -127,907,000
Other provisions 11,105,000 14,261,000 3,156,000 11,660,250 12,243,263
Long term investments commitied - - - - -
Reserves fo be backed by cash/investments 30,886,912 32,292,039 1,405,127 32,431,000 34,053,000
Total Application of cash and investments: 175,990,194 182,637,104 6,646,910 42,238,499 7,347,951
Surplus(shortfall) -156,301,817 -177,953,517 -21,651,700 4,069,767 42,727,160

Table 8 above indicates that adjustments budget will be unfunded by R177 million. The 2025 and 2026 are
projected to be funded by R4 million and R42.7 million respectively as per the objectives of the plan.

10. Reporting timeframes

It is imperative that the progress and challenges be reported on quarterly basis to council, through the Finance
Portfolio Committee. Other platforms of reporting will be the Management Committee and the Executive
Committee of Council. Reporting on the implementation of the funding plan and revised alignment shall also take
place during the tabling of each and every budget and the adjustment budget until the objectives of the plan are

achieved.
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11. Conclusion

This plan has been crafted with a view to address specific challenges of the unfunded budget. Over-commitment
to the Eskom debt, lower collection rate, loan repayments, and high operating expenditure base are but some of
the causes of the situation the municipality finds itself in. The plan therefore aims at addressing most of the
challenges and to change business processes and financial culture in the municipality. It is therefore critical that
councillors, senior management buys into the plan and that its implementation filters through all the municipal
levels. It is also recorded that the Chief Financial Officer will be responsible for driving its implementation.

Lastly, it is also important to mention that the municipality must not easily deviate from the plan. While the
municipality might be challenged to amend the plan especially during the preparation of each budget, it is
however very key that the strategies contained therein are not easily altered. This will ensure that the long term
objectives of the plan are eventually attained. Council is also encouraged to make use of the quarterly progress
reports to guide and monitor implementation of the plan.
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Annexure G : Provincial Treasury’s Assessment of
the Mid-year Budget Assessment



Municipality: i N_ewi:ajs__tie-.

Annexure A: Evaluation of the Section 72 Report -

Table 1: General Compliance - Section 72 (Mid-Year Budget and Performance Assessment Report)

" No. Key Focus Areas Status Findings/
! {Yes/ Impact on the Adjustments Budget
| No/N/A) (if applicable)

A. High Level Checklist
1 |Was the Mid-year Budget and Performance Assessment Report submitted by 25 I
January 2024 and tabled in Council by 31 January 20247

2 ?Ksthe Mid-Year Budget and Performance Assessment Report been prepared
using:
- Schedule C Format in the prescribed PDF format
- Version 6.7

3 Wasthe Mid-yea_r Budget and Performance ;ssessment Report placed on the
Municipality's website within 5 working days (by 01 February) after submission {by
25 January)?

4 Has the municipality prepared the Mid-Year Budget and Performance Assessment
Report in accordance with Schedule C of the MBRR ? (which incorporates the
following):

PART 1- IN-YEAR REPORT S B
~* Mayor’s report (required if tabled in the municipal council} |
» Resolutions (required if tabled in the municipal council)
¢ Executive summary
= In-year budget statement tables
_ PART 2 - SUPPORTING DOCUMENTATION
» Debtors’ Analysis - -
» Creditors’ Analysis
e Investment portfolio analysis s .
_* Allocation and grant receipts and expenditure B
_« Councillor and board member allowances and employee benefits
« Material variances to the service delivery and budget implementation plan
« Parent municipality financial performance o .
_* Municipal entity financial performance -
_* Capital programme performance - -
« Other supporting documents
« In-year reports of the municipal entities attached to the municipality’s in-year

| report

: * Municipal Ma nag;r's quality?ertiﬁcati(ﬂ

5 Do the Original Budget figures in the Schedule C reconcile with the budget figures
in the Schedule A?

In Table C7, the Original Budget figures in Schedule C
do not reconcile with the budget figures in Schedule
A.
6 Dothe Year to date Budget figures in the Schedule C agree to the Year To date e
|(YTD) Budget figures in the Original Budget?
|
7 Do the figures in Schedule C {MFMA Section 72 Report) reconcile with the MFMA
Section 71 monthly figures {Six months figures reported)

8 "Has the municipality provide@planations and remedial/corrective measures for
the major variances on Table SC1 or MFMA Section 72 Report?




No. Key Focus Areas Status
(Yes/
No/N/A)

B. 2023/24 Original Budget
9 Errors —Sec 28(2)(f)
Based on the 2023/24 Original Budget comments letter:

Did the 2023/24 Original Budget have material errors in respect of grant
allocations? (Refer to the High level assessment of the Original Budget).

Were all the schedules completed accurately?
(Refer to budget comments letter/high level assessment of the Original Budget for
2023/24 and budget errors noted in the IYM feedbacks)

10 .Borrowings
With reference to the 2023/24 Original Budget, determine if all budgeted loans
have been approved or obtain progress made to date to obtain the loan.

C. 2022/23 Audited Annual Financial Statements r
11 Unauthorised Expenditure — Sec 28(2)(c), Sec 32(2)(a) YES
Inspect the municipality’s audited AFS for 2022/23 for unauthorised expenditure.
Enquire if the 2021/22 unauthorised expenditure has been condoned by Council (if

applicable).

D. Virements
12 Virements — MFMA Circular No. 51{4.6) and 58(4.9) and MFMA mSCOA Circular No. YES
8

Advise the municipality to adhere to requirernents of MFMA Circular No. 51(4.6)
when preparing their Adjustments Budget.

Remind the municipality of Circular PT MF 06 of 2023/24 Section G which
addresses the need to update the virements policy in line with the mSCOA
framework.

Findings/
Impact on the Adjustments Budget
(if applicable)

There were no material errors in respect of grant
allocations.



No. Key Focus Areas } Status Findings/

{Yes/ Impact on the Adjustments Budget
No/N/A) {if applicable)
E. General
13 Additional Allocations - Section 28(2){(b) MFMA YES The municipality is advised to include any adjusted
Was there any amendments to the municipality's grant allocations as per Adjusted allocations in the Adjustments Budget in respect of
DoRB (Gazette No. 49550 of 24 October 2023) and Provincial Gazette No.2631 the Adjusted DoRB Gazette No.43550 and the

Adjusted Provincial Gazette No.2631).

The following grants were Adjusted in the Adjusted
DoRB Gazette No. 49550:

- EPWP (R174 000}

- MIG (R9.6 million)

- MDR (R20.7 million)

- INEP (R1 million)

- NDPG (R3.5 million).

'Please note that the onus is on the municipality to
‘ensure that all applicable adjustments are accurately
 made during the Adjustments Budget process.

The Municipality is also advised to adjust their annual
budget in respect of approved Rollovers for 2022/23
should there be any.



Table 2: Financial Performance - Operating Revenue - (Table C4)

Description Original Section72  Section71  Section71 |Comments R
Budget Report Report YTDasa%
R thausand (YTD {YTD of Budget
Actual) Actual)

Revenue The Section 71 data strings differ to the Schedule C submitted to Council in some
instances. For anslysis purposes, the Provincial Treasury utilised the Approved Budget
data strings figures and the Section 71 data strings figures.

Exchange Revenue I

Service charges - Electricity 862022 4374 425983 483

Servioe charges - Waler 219986 M58 111501 50.7

Service charges - Waste Water Management 133 580 67 568 f 67585 50.6

Service charges - Wasle Management 110148 54422 T 54 49.4

Sale of Goods and Rendering of Services 7198 = 2861 3.7 | The municipality has gensrated Sale of Goods and Rendering of Services of R2.9 milion
(39.7 percent) against the 2023/24 Approved Budget of R7.2 million as at 31 December
2023. No reasons were provided by the municipality in the Mid-Year Review Narrative nor
Table SC1 of the of the Sectian 72 Mid-year Budget and Performance Assessment
Report. The municipality is requested to review the figure reported and adjust the budgst

fingly during the Adj ts Budget process if applicable.

Agency services - - - -

Interest - = ~ (Il 5 =

Interes| eamed from Receivables 5877 3952 1938 330 [The municipality has generated Interest eamed from Receivables of R1.9 million (33
parcent) against the 2023/24 Approved Budget of R5.9 million as at 31 Dacember 2023,
which is below the straight line projection of 50 parcent. On page 2 of the Mid-Year
Narrative, the municipality attributed the variance to cash flow chaflenges due investments
being withdrawn prematurely to attend to operational requirements. The municipality has
undertook o adjust the budget during the Adjustments Budget process.

‘Interest eamed from Current and Non Current 5330 | &35 | 634 11.8 | The municipality has generated Interest eamed from Cumrent and Non Current Assets of

Assels R634 000 {11.9 percent) against the 2023/24 Approved Budget of R5.3 million as at 31
December 2023, which is below the straight line projection of 50 percent. On page 2 of the
Mid-Year Review Narative, the municipali ibuted the vanance to the increase in the
debtors book due tok tting to maintain their payment ag ts. The
municipality has undertook to adjust the budget during the Adjustments Budget process. it
should howaver be noted that the reason provided by the municipality doas not respond to
the low generation of Interest eamed from Current and Non Current Assets.

Dividends - = - -

Rent on Land - | =l | - B

Rental from Fixed Assels 8804 5550 5550 63.0 | The municipality has generated Rental from Fixed Assets of R5.6 million (63 percent)
against the 2023/24 Approved Budget of R8.8 million as at 31 Decamber 2023, which is
above the straight line projection of 50 percent. On page 2 of the Mid-Year Narrative, the
municipality attributed the variance to the high demand for rental of municipal halls
following the upliftmant of lockdown. The municipality has undertook to adjust the budgst
during the Adjustments Budget process.

“Licence and permits - = - - |
“Operalional Revenue 1202 12146 622 82 B

Non-Exchande ngfnue | L

Property rates 396 741 203969 203968 | 514

Surcharges and Taxes - : = -

Fines, penalties and forfeits 483 4464 3876 80.2 |The pality has g d Fines, penalties and forfaits of R3.9 million (80.2 percent)
against the 2023/24 Approved Budget of R4.8 miltion, which is above the straight line
projection of 50 percent. Cn page 2 of the Mid-Year ive, the municipality atfributed
the vari to the reinstats t of employess in the traffic department which resulted in
more law enf in the pality and the municipality highlighted that Fines are
dependent on law t and the compli of ists. The municipality has
undertook to adjust the budget during the Adjustmants Budget process.

Licences or perms i 18 8 532 |

Transfer and subsidies - Operational 877623 422976 421618 730 | The municipality has racognised R421.6 miflion (73 percent) on Transfer and subsidies -
Operational against the 2023/24 Approved Budget of R577.6 million. No reasons were
provided on Table SC1 for the variance, On page 3 of the Mid-Year Namative, the

icipality attributed the vari to the municipall all grants budgeted to be
recsived in ime. However, the municipality stated that the adjusted DoRA reflects a
downward adjustment in some of the grants and therafore this item will be adjusted during
the Adjustments Budget process.

Interest - - 2175 - | The municipality has reported R2.2 miflion Interest in the Section 71 data strings against a
nil budget. The Section 72 Mid-year Budget and Performance Assessment Report has
reported nil. The municipality is therefors advised to review its records and amend the
data strings accordingly.

Fuel Levy - __ = -

Operational Revenue




Description QOriginal Saction 72 Section 71 Section71  |Comments B
Budget Report Report YTDasa%
R thousand {Y1D of Budget
Actual) Actual)

Gains on disposal of Assels 2000 5757 5557 277.8 |The pality has  Gains on disposal of Assets of R5.6 million (227.9
percant) against the 2023/24 Approved Budget of R2 million as at 31 December 2023. On
page 3 of the Mid-Year Narrative, the municipality attributed the var to properties
which were advertised in the prior years but the process of them being disposed was
finalised in the current year. The municipality has undertook to adjust the budget during
the Adjustments Budget procsss.

“Other Gains - - -

Disconlinued Operalions - =1 =i =
2355 468 1316 683 1308 309 55.5 |In total, the municipality generated R1.3 billion (55.5 percent) Total Revenue

Tatal Revenue (excluding capital transfers and
contributions)

foveludi b

capital transfers and ) as at31 D ber 2023 against the

2023/24 Approved Budget of R2.4 billion, This is above the benchmark of 50
percent for the six months ending 31 December 2023 and is due to the comments

above,




Iable 3: Financial Performance - Operating Expenditure « (Table C4)

Desc_riph'on Original Section 72 Section 71 Section 71 | Comments
Budget Report Report YTDasa%
R thousand {Y1D {Y1D of Budget
Actual) Actual)

Expenditure ByT_me The Section 71 data strings differ to the Schedule C stbmitted to Council in some
instances. For analysis purposes, the Provincial Treasury utilised the Approved Budgst
data strings figures and the Section 71 data strings figures.

Employee relaled costs 724 536 323391 RN1729 44.4 | The municipality has incurred R321.7 million (44.4 percent) on Employee related costs
against the 2023/24 Approved Budget of R724.5 million, which is below the straight line
projection of 50 percent. On page 3 of the Mid-Year Narrative, the municipality altributed

{ the variance to the salary and notch adjustments which were budgeted for but not yet
paid pending the outcome in the Bargaining Coungil. The municipality further stated that
the review of this item will depend on the status of the matter during the Adjustments

| Budget process.

Remuneration of coundillors 28443 | 12765 12785 449 |The municipality has incurred R12.8 million {44. percent) on Remuneration of
Councillors against the 2023/24 Approved Budget of R28.4 million, which is below the
straight line projection of 50 percent. On page 4 of the Mid-Year Narrative, the

|municipality attributed the vari 1o Council budgeting for a full i in the upper
limits of Councillor remuneration, however the MEC only approved an increase of only 50
|percent. The municipality has undertook to adjust the budget during the Adjustments
Budget pracess.

Bulk purchases-electricity 660933 329 850 286 594 434 | The municipality has incurred R286.6 million (43.4 percent) on Bulk purchases-electricity
against the 2023/24 Approved Budget of R660.9 million. On page 4 of the Mid-Year
Narrative, the municipality attributed the variance to seasonal consumpfion which is
expected to average out during the remainder of the financial year. The municipality
further stated that this item seems to be performing reasonably in line with the budget.
However, this is based on the R329.9 million, which equates to 50 percent against the
2023/24 Approved Budget of R660.9 million as per the Section 72 Mid-year Budget and
Performance Assessment Report

Tnverlory consumed 159854 85578 75293 | 474 B = i

Debt impairment 308145 = - - [The municipality has incurred nil on Debt impairment against the 2023124 Approved
Budget of R308.1 million, which is below the straight line projection of 50 percent. on
Table SC1, the municipality has attributed the variance to the fact that only Debt
impairment for indigents is calculated monthly and that all other deblors impairment is
calculated bi-annually. On page 5 of the Mid-Year Review Narrative, the municipality
attributed the variance to the fact that the full impact of Debt impairment will be effected
at the end of the financial year end. The municipality undertook to review this
expenditure item during the Adjustments Budget process. The 2022/23 Audited Actual is

| | | R252.5 million.
Depreciation & amarlisation 379139 186220 186220 491
Interest 26 BT 16717 519
Contracied services 27716 9538 | 108812 524
Translers and subsidies - ;_— | -1 -

Inecoverable debts witten off 89312 40696 | 40695 456 N B

Operational costs 134 307 65845 50 581 37.7 [The municipality has incurred R50.6 milfion (37.7 percent) on Operational costs against
the 2023/24 Approved Budget of R134.3 million. No reasons were provided by the
municipality in the Mid-Year Review Narrative and Table SC1 of the Section 72 Mid-year
Budget and Performance Assessment Report for the variance. On page 5 of the Mid-
Year Review Narrative, the municipality indicated that it would adjust this item once the
adjusted DoRA has been received.

Losses on disposal of Assats - - - -

Other Losses - - - |

Total Expenditure 2724 589 1156 391 1099 408 404 [In total, the municipality incurred R1.1 bitlion (40.4 percent) Total Expenditure as at
31 December 2023, This is below the benchmark of 50 percent for the six months
ending 31 December 2023. The under expenditure reported is due to the comments
above.

Total Revenus {excluding capital transfers 235458 1316689 1308309 555

and contributions)

Total Expenditure 2724 589 1156 391 1099 408 404

Surplus/{Deficit) {389 121)[ 160 238 " 208 901




[ Muni

Table 4: Capital Expenditure by vote, standard classification and funding - (Table C5) & R&M/Renewals - {Table SC13b&c)

Description Original Section 72 Section 71 Section 71 |Comments
Budget Report Report YTDasa%
R thousand {Y1D TD of Budget
Actual) Actual)
Capital Expenditure |The Section 71 data strings differ to the Schedule C submitted to Council in some
( instances. For analysis purposes, the Provincial Treasury utilised the Approved Budget
|data strings figures and the Section 71 data strings figures.
Governance and administration 4700 20118 | 18651 3968 | - - -
Executive and counl = 19206 1926 2
- —— — + In total, the municipality has incurred R109.6 miflion (42.9 percent) Total Capital
Finanos nd administaian AT &) B4 022|e g 0diure against the 2023/24 Approved Budget of R255.3 million as at 31 December
Intornal et — = = — | - |2023. This is below the benchmark of 50 percent for the six months ending 31 December
Community and public safety 35376 | 17 610 17702 599 19623, On page 6 of the Mid-Year Review Narative, the municipality stated that the
Communily and social services 98 38 358 38.2 |yariance is due to the fact that the low expenditure on the Roads department is due to
Sport and recrealin 33938 17282 17344 51.1 |the fact that the dep icipated to do road fing when the budget was
Public safety - | B = - |approved. However, due to heavy rains there is now a need to start with the maintenance
Housing 00 - B - |of roads due to the outery of the community on potholes and regraveling. The
Health - - - - |municipality has planned ta move the resealing budget to operations in order fo maintain
Economic and environ. services 60258 24755 25518 42.3 |roads. The municipality further stated that the Budget and Treasury Office, Housing and
" Planning and development et T84 07 1085 |Waste management functions are also under performing and the Executive and Council
Road ransport s0067 | 24691 25311 “42.1 |function had a budget that was ring-fenced for the procurement of municipal plant,
Environmental protection —1 =l —1 — _ [however that bl{dgel has been utiﬁ_sed for opgraﬁnnal requirements. The municipality
Frading services 154208 | 7750 | 7750 31,9 |undertook to adjust the budget during the Adjustments Budget process.
Energy sources 20850 | 6168 6168 | 286
Water management 116 407 40 266 40 266 346
Wasle water management 15797 | 1317 1317 | 83
Wasle managamerft 450 - — | i i
Other 80 | = = :
Total Capital Expenditure 255338 110234 | 109621 29
— — — — = = —
Funded by: |LET | N | | - R o
National Government 228012 8 108 86 870 381 | The municipality has recognised R86.9 million (38.1 percent) from National Govemment
against the 2023/24 Approved Budget of R228 million as at 31 December 2023. on Table
SC1 the municipality atiributed the vari 0 SCMp being atnifial stages. On
page 8 of the Mid-Year Review Narative, the municipality stated that the low recognition
of grant funded projects reflects a negative picture which might result in the stopping of
funds. The municipality further stated to have received the adjusted DoRA which reflects
| a reduction in capital grant funding and an additional disaster recovery funding. The
municipality undertook to adjust the budget during the Adjustments Budget process.
Provincial Govemment 12758 886 886 6.8 |The municipality has recognised R886 000 {6.9 percent) from Provincial Government
I against the 2023/24 Approved Budget of R12.8 million as at 31 December 2023. on
Table SC1 the municipality attributed the variance to SCM processes being at initial
stages. On page 8 of the Mid-Year Review Namative, the municipality stated thal the low
recognition of grant funded projects reflects a negative picture which might result in the
\ stopping of funds. The municipality further stated to have received the adjusted DoRA
which reflects a reduction in capital grant funding and an additional disaster recovery
l funding. The municipality undertook to adjust the budget during the Adjustments Budget
| process.
District Municipality - - - - - ) -
Other transfers and grants -1 =i - L -
Transfers recognised - capital 240770 86904 87757 364
Borrowing == - - Bl [ —
Internally generated funds 14 568 23240 21663 148.7 |The municipality has recognised R21.7 million (148.7 percent) from Internally generated
’ funds against the 2023/24 Approved Budget of R14.6 million as at 31 December 2023,
on Table SC1 the pality attributed the vari to SCM processes being at inifial
stages. The municipality further stated that there is a need to adjust this ling item during
I the adjustments budgat the reasons for which were not stated. it should however be
noted that the reason provided by the municipality on Table SC1 does not respond to the
over generation of Internally generated funds. According to the Mid-Year review
narrative, the reported amount of R23.2 million includes R17 million which will be
rectified during the Adjustments Budget process.
Total Capital Funding 255338 110234 108 420 429 | The municipality has recognised Total Capital Funding of R109.4 milfion (42.9

percent) against the 2023124 Approved Budget of R255.3 million.




Description Original ’ Section72  Section 71 Section 71 |Comments
Budget Report Report YTDasa%
R thousand | {YTD {YTD of Budget
| Actual) Actual)

Repairs and maintenance 44492 13718 16 257 36,5 | The municipality has i d expenditure of R16.3 million (36.5 percent) against the

(Table SC13¢) 2023124 Appraved Budget of R44.5 million for Repairs and maintenance. No reasons
were provided by the municipality on Table SC1 nor the Mid-Year review narative. The
municipality is advised to review the budget during the Adjustments Budget process and
adjust the budget where necessary.

Renswal of existing assels 8000 4279 1920 24,0 |The municipality has incurred expenditure of R1.9 million (24 percent} against the

(Table 8C13b) 2023/24 Approved Budget of R8 million for Renewal of existing assets. No reasons were
provided by the municipality on Table SC1 nor the Mid-Year review narrative. The
municipality is advised to review the budget during the Adjustments Budget process and
adjust the budget where necessary.

Upgrading of existing assets 116142 82902 39979 344 [ The municipality has incurred expenditure of R40 million (34.4 percent) against the

(Table 5C136) 2023/24 Approved Budget of R116.1 million for Upgrading of existing assets. No reasons

were pravided by the municipality on Table SC1 nor the Mid-Year review narrative. The
municipality is advised to review the budget during the Adjustments Budget process and

adjust the budget where necessary.




Table 5: Cash Flow- (Table C7}

Description

R thousand

Original
Budget

Section 72 Section 71 Section 71

Report Report YIDasa%

{YTD (YTD of Budget
Actual) Actual)

Comments

CASH FLOW FROM DPERATING ACTIVITIES

Recelpts
Property rates

Service charges

Other revenue

“Transters and subsidies - Operational

Transfers and subsidies - Gapilal

interest

__Dividends
Payments
Suppliers and employees

Finance charges

Transfers and Grants

NET CASH FROM/(USED) OPERATING
ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES

Recoipts
Progeeds on disposal of PPE

Decrease (Increase) in non-current debtors

Decrease (increase) other non-current rec.

278788

1145598 |

18295 |

577 623

5330

(1903 429)

(32205) |

330767

)

121689 198 516 .

o

28610 547789 474

" 120 980 B74651 | 47808

389053 588052 | 1018

o

167 820 148682 | 618

o

4588 238 4.

>

(1004 144)| (1034785) 54,

asmT (@77 1030

T 21880 1289965 390.0

330]L 710
|

The Section 71 data strings differ to the Schedule C submitted to Council in some
instances. For analysis purposes, the Provincial Treasury utilised the Approved
Budget data strings figures and the Section 71 data strings figures.

The municipality has collected R188.5 million (71.2 percent) on Property rates
against the 2023/24 Approved Budgst of R278.8 million. Table C4 reported to have
biled Proparty rates of R204 million. This indicates that the municipality has
collacted 87.3 percent of billed Praperty rates. The municipakty budgeted a
collection rats of 75.5 percent in the 2023/24 Approved Budget

The municipality has collected R547.8 million {47.8 percent) on Service charges
against the 2023/24 Approved Budget of R1.1 billion. Table C4 reported to have
generated R658.5 millian, therefore squating to a collestion rate of 83.1 percent, the
norm is 95 percent.

The municipality has collected R874.7 milfion (4 780.8 percant) on Other revenue
against the 2023/24 Appraved Budget of R18.3 million which does not appear
raasonable. Table C4 reflects a total of R12.9 miflion for Other revenue (Sale of
Goods and Rendering of Services R2.9 milion, Rental of faciliies of R5.5 million,
Fines, penalies and forfeits of R3,9 million, Licences and permits of R18 000 and
Other Revenus of R622 000), The Section 71 data strings differ to the Scheduls C
submitted to Council. The municipality is advised to review its records for
correciness and make corections where necessary.

The municipality has received R585.1 million (101.8 percent) on Transfers and
subsidies - Operational against the 2023/24 Approved Budget of R577.6 milfion. The
2023/24 National Treasury Payment Schedule indicates that R385.2 million has
been transferred to the municipality. The municipality is advised to review its records
for comrectness and make corrections where necessary.

| The municipality has reported to have recaived R148.7 milion (61.8 percent) on

Transfers and subsidies - Capital against the 2023/24 Approved Budget of R240.8
million. The 2023/24 National Treasury Payment Schedule indicates that R175
million has been fr 1 o the municipality. The municipality is advised to review
its records for tness and make ions where Y.

| The municipality has collected R238 000 (4.5 percent) revenue from Interest against

the 2023/24 Approved Budget of R5.3 million. On Table C4 the municipality reported
Interest eamed from Receivables of R1.9 million and Interest earned from Current
and Non Current Assets of R634 000, a total of R2.6 million. The cash inflow should
at Isast be equal to Interest earned from Current and Non Current Assets of RG34
000, The diffarence rendars the figures reperted in both Table C4 and C7
questionable. The municipality is advised to review its records for comeciness and
make corrections where necessary.

The municipality paid R billion (54.4 percent) on Suppliers and employees against
the 2023/24 Approved Budget of R1.9 bilfion. The municipaiity anticipates cuts in
different expanditur items in fine with the Revised Budgst Funding Plan. Excluding
the non-cash items on Table C4 and Finance charges, the Operating expanditure
amounts to R855.8 milion. Based on this, the reported Suppliers and employees in
Tabla C7 appears overstated. The municipalty is advised to review its records for

rrectness and make ions where Y.

The municipality has paid R33.2 million {103 percent) on Finance charges against
the 2023/24 Approved Budget of R32.2 million. On Table C4 the municipality
reported Finance charges of R16.7 milion. The municipality is advised fo review its
racords for cormectness and make corrections where necessary.

- | The municipality has received R7.1 milion on Procesds on disposai of PPE against

the 2023/24 Approved Budget of nil. In Table C4 the municipality reported Gains on
disposal of Assets of R5.6 million. On page 3 of the Mid-Year Narrative, the
municipality attributed the variance of RS.6 million to properties which were
advertised in the prior years but the pracess of them being disposed was finafised in
the current year. The municipatity is advised to review its records for coectness
and make corrections where necessary.



Comments

Desctiption ™ oniginal “Section 72 Section71  Section 71
Budget l Repoit Report YTDasa%
R thousand i (YTD (YTD of Budget
Actual) Actual)
Decrease (incTeaée) in non-current invest. e - _ ] - .
Payments ) } -
Capital assets (255338) (110510} (128 136} 50.2 | The municipality has paid R128.1 miflian (50.2 percent} on Capital assets against the
2023/24 Approved Budgst of R255,3 mifiion. According to Table C5, the
municipality has incurred R109.6 million on Capital Assets. In effect the municipality
has paid more for Capital assets that what has been incurred. This renders the
figures reported quastianable, The municipafity is advised to raview its records for
corectness and make corections whers necessary.
NET CASH FROM/(USED) INVESTING (255338 (H0180)  (121034) a4
ACTMTIES ‘ |
"CASH FLOWS FROM FINANCING ACTIVITIES <
|
Recelpts |
" Short lerm laans _1I - -
Borrowing long term/refinancing -~ - -
Increase (decrease) in consumer deposits - - 1539 - | The municipality has reported R1.5 million Increase (decrease) in consumer deposits
l I in the Section 71 data strings against a nil budget. The Section 72 Mid-year Budget
f |and Performance Assessment Report has reported nil. The municipality is advised to
! review its records for correctness and make comections where necessary.
Payments = | | )
Repayment of borrowing (34 052)[ (48 363)[ (17 406) 51.1 | The municipality has reported Rep t of borrowings of R17.4 miflion (51.1
percent} against the 2023/24 Approved Budget of R34.1 million. According to the
] Mid-Year Narative and the Section 72 Mid-year Budget and Performance
Assessment Report, the municipality has reported Repayment of borowings of
R48.4 million, The noted difference renders the figures reported questionable, The
municipality is advised to review its records for comectness and make carrections
where necessary.
"NET CASH FROMI(USED) FINANCING ‘ (4082)| (15867)] 4.8 | B e
ACTIVITIES |
1
NET INCREASE/ {DECREASE]} IN CASH 4348 53337 1453064 27887
HELD l |
Cash/cash equivalents at the year begin: 163 474 12227 12270 7.2 | The municipality has reparted to have Cash/cash equivalents af the year begin of
R12.3 milion against the 2023/24 Approved Budget of R169.5 millian on Tabls C7,
which is in line with the 2022/23 Audited Annual Financial Statements (AFS).
Cashicash equivalents at montVyear end: 210 822 85564 1165 334 552.8 | The municipaity has raported to have R1.2 bilfion Cash/cash equivalents at

monthiyear end, The bank statement as at 31 December 2023 shows that the
municipafity had R14.9 milion in the bank and the Investments Register shows a
balance of R53.6 miflion, a total of R85.5 million.

Howaver, based on the Grants Register submitted by the municipaftty, the
municipafity had Unspent Grants of R174.5 milkon, This indicates a net available
cash position of negative R108 miffion.




Table 6: Cash Position as at 31 D ber 2023

Cashbook Balance (Reconciled)
Bank Account 1

Investment 1

Investment 2

Invesiment 3

Investment 4

Investment §

Investment 6

Investment 7

Investment 8

Total Cash

Account Number
Nedbank 1162667338
Standard Bank 068450354/015
Standard Bank 068450354/016
Standard Bank 068450354/036
Standard Bank 068450354/040
Standard Bank 068450354041
Absa Bank : 9300506428
Nedbank 037648555441 52
Nedbank 037648565441 58

Less Unspent Conditional Grants{ *As per Reconciled Grant Register}

Net Cash Position

Less Reserves to be Cash Backed
Capital Replacement Reserve
Donations and Public Contibutions
Insurance Reserve
colo
Housing Develapmenl Fund
Resenve for Rehabilitation of Landjil Sites and Quaries

Final Net Cash Pasition

Cash Coverage (Months)

Fixed Qperating Commitments
Employee Related Costs
Remuneration of councillors
Bulk Purchases

Operating lease(rent premises and machines efc.)
Rent plant

Contracled services
Municipality's Electricity & Water
Municipality's sewer charges
Securily Senices

Insurance

Telephone cosls

Current portion of long term loan(if applicable). NB: include Finance charges

Other Operaling Commitments {specify)
Other Operating Commitments {specify)
Total Fixed Operating Commitments
Manthly Fixed Operating Commilments

Comments

NB. While the catculation above provides an sstimation of the municipality’s cash coveraga as at 31 Dacember 2023,

R'000

1914
330
254

31034
746

)
514

20171

a6

65549
74545
(108 996)

677337
26983
527905

260332
12238

8910
1978

151574

252624

the nat cash position and the caleulated cash coverage noted above may vary significantly and be impacted by the assumptions used,
subssquent cash movements and accuracy of the municipality’s reporting.

Comments




Table 7: Debtors - (Table SC3)

Description Section 72 Section 71 % of Debtors |Comments
Report Report by Age /
R thousand {Y1D (Y1D Customer
Actual) Actual) Group

Dabtors as at 30 June 2023 794 694 794 694 Net Receivables from exchange transactions as per the 202223 Audited AFS amount to
R794.7 million and Gross Receivables from exchange transactions amount o R1.8 billion.

Debtors as at 31 December 2023 1747 778 1724773 It appears that the municipality has reported Gross debtors instead of Net Debtors. The
municipality should note that paragraph 8.3 of MFMA Circular No. 107 indicates that
municipalifies should report on a net basis for Debtors.

By age anal;sis

0-30 days 93835 48953 28%

31-60 days 40813 38329 2.2%

61-90 days L) 22% ) B

>80 days 1575946 1599 518 92.7% | The bulk of the Debtors, R1.6 billion (92.7 percent) of the Total Debtors owed fo the
municipality of R1.7 billion are in the over 90 days category. The municipality is advised to
tartet this category of Debtors as part of its debt collection strateay.

Total by age analysis 1747778 1724713

By customer group 1

Organs of state 704 {20 032)‘ -1.2% | The municipality reported negative R2¢ million Receivables from Organs of state. This does
not appear reasonable and the municipality is advised to correct the data strings.

Commercial 139130 132798 1.7%

Households 1628 346 1611 940 93.5% | The bulk of the Debtors owed to the municipality is owed by the Households customer group
at R1.6 billion (93.5 percent). The municipality is advised to target this category of Debtors

| _|as partofits debt collection strategy.
Other (36 741) 68 0.0%
Total by customer group 1747778 1724773




Table 8: Creditars - (Table SC4)

Description Section 72 Section 71 |% of Creditars|Comments
Report Report by Age/
R thousand (Y70 (Y70 Customer |
Actual) Actual) Type
|

Creditors as at 30 June 2023 328222 328222 |Trade payables as per the 2022/23 Audited AFS amount to R328.2 million.

Crditors s al 31 December 2023 @005 328% |

By age analysis ’ || | '

030 days 613 51495 1s.u%|

31-60 days 52905 18952 6.2% |
The municipality has unpaid Creditors for greater than 30 days of R271.3 million. This is in
contravention of Section 65(2)(e) of the MFMA. This may lead to the municipality incurring

61-90 days 68463 58711 18.2% linterest on outstanding Creditors, thus incuming fruittess and wasteful expenditure.

>90 days 205024 192678 59.7%

Total by age analysis 437004 322836

Bycusfomor?ype

Bulk Electricty ®1779 048l 34.2%

Bulk Water 232913 210036 | ©5.1% |The bulk of the Creditors, R210 million (65.1 percent) owed by the municipality is due to Bulk
Water. This indicates that the municipality is having difficulties on paying Water creditors in
fime. The municipality stated that itis negotiating a payment plan with uThukela Water.

PAYE deductions 13085 - 0.0%

VAT {output less input) - = 0.0%

Pensians  Relirement deductions - 0.0%

Loan repayments - 0.0%

Trade Creditors 1254 0.4%

Auditor General -1 = 0.0%

Other — 1066 0.3%

437005 32283

Total by customar type
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Table 9: Transfers and Grants Expenditure - (Table SC7(1))

Description Qriginal Section 72 | Section 71 Section 71 |Comments
Budget  Report Report YTDas a %
R thousand [ t (YTD (YT of Budget
Actual) Actual)

Operating expenditure The Section 71 data strings differ to the Schedule C submitted to Council in some
instances. For analysis purposes, the Provincial Treasury utilised the Approved Budget
data strings figures and the Section 71 data strings figures.

National Government 522879 377679 37T704
Local Governmel Equitable Share 506803 | 370438 370438 731
" Finance Management Granl (FMG) 1850 T 649 35.1 | The municipality has incurred expenditure of R649 000 (35.1 percent) on the Financa
Management Grant against the 2023/24 Approved Budget of R1.9 million. No reasons
wers provided by the municipality on Table SC1 for the variance. The municipality should
have spent approximately 50 percent based on a straight line projection of their 2023/24
Approved Budget as at 31 Decembar 2023, Should expenditure not improve, the
pality is at risk of paying the unspent grant ovar to the National Revenue Fund at
the end of the financial year.
Municipal Infrastructure Grant (MIG) 11120 | 5087 | 5067 456
EPWP Incentive T30 155 1341 432
The municipality has incurred low expenditure on the EPWP Incentive, Level 2
accreditation and Museums Services granis. No reasons wera provided by the
" Provincial Government T 25564 10304 10233 municipality on Table SC1 for the variance. The municipality should have spent
= { T 1 appr taly 50 percant based on a straight line projectian of their 2023/24 Approved
LevelZacctedtaton L 5983 538 347 |0 idget as at 31 December 2023, Should expenditure not improve, the municipality is at
isk of paying the unspent grant over to the National and Provincial Revenue Funds at the
end of the financial year.
Museums Services 476 10 10 2.0
T Community Library Services Grant 2595 1368 | 1388 535
Provincialisation of Libraries 6992 3241 3241 463
LGSETA - 281 210 - |The municipality has incurred diture of R210 000 on the LGSETA grant against the
2023/24 Appraved Budgst of nil. This was highlighted in the 2023/24 M03 and M04 [YMs.
The municipality is advised to review the data strings and amend accordingly.
Capital expenditure | 1
National Govarnment 28012 86108 101422
Municipal Infrastructure Grant (MIG) 131948 50920 63882 484
Reighbourhood Development 24514 12185 | 11236 458
Parinership
Integrated National Electrfication 21550 6188 7093 329
Programme The municipality has incurred expenditure of R7.1 million (32.9 percent) on the Integrated
National Eleetrification Prog grant and Water Servicas Infrastructure Grant. No
were provided by the pality in Table SC1 for the variance. The municipality
should have spent approximately 50 percent basad on a straight line projection of thair
2023/24 Approved Budget as at 31 December 2023. Should expenditure notimprove, the
| g municipality is at risk of paying the unspent grant over to the National Revenue Fund at
Water Services Infrastructure Grant 50 000 16 856 19204 384 [the end of the financial year.
(WSIG)
Provincial Gevernment 11938 886 386
Sport and Recreation 11938 886 886 7.4 | The municipality has incured diture of R886 000 (7.4 percent) on the Sport and

Recreation grant against the 2023/24 Appraved Budget of R11.9 million. No reasens were
provided by the municipality in Table SC1 for the variance. The municipality should have
spent approximately 50 percent based on a straight line projection of their 2023/24
Approved Budget as at 31 December 2023, Should expenditure not improve, the
municipality is at risk of paying the unspent grant over to the Provincial Revenue Fund at
the end of the financial year.
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Table 10: Expenditure against Approved Rollover - {Table SC7(2))

Description Approved Section72 | Section 71 Section 71 |Comments
Rollover Report Report YiDasa%
R thousand | 202223 {Y1h (Y10 of Approved
Actual) Actual} Rollover
Operating expenditure
National Government = | =1 =
Provinclal Government ) 80 250 &7 N )
Provincialisation of Libraries 60 3 3 56.6
LGSETA - 247 33 - |The municipality has incurred expenditure of R33 000 on the LGSETA grant against a il

Capital expenditure ] )

National Government - - =

Provincial Government - - =

2022/23 Approved Rollover. The municipality is advised to review the reported figures and
data strings and amend accordingly.




