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EXTRACT FROM THE MINUTES OF THE MEETING OF THE NEWCASTLE MUNICIPAL
COUNCIL, HELD IN THE CONFERENCE ROOM, SHOW HALL, HARDWICK STREET,
NEWCASTLE ON WEDNESDAY, 2015-03-11 AT 14:00

PRESENT
Councillor MF Zikhali : Speaker
Councillor VoW Bam
Councillor M M  Bhekiswayo
Councillor MV Buhali
Councillor D R F Buthelezi
Councillor 5 S E Buthelezi
Councillor MMN  Chelty
Councillor E J C Cronje
Councillor J M E Damons
Councillor C L Dube
Councillor [ Dube
Councillor J K Gabuza
Councillor FP Gama
Councillor TS Hlakisa
Councillor M M E Hlatshwayo
Councilior S B  Hiatshwayo
Councillor CB Kubheka
Councillor s Kubheka
Councillor N P Kunene left 14:35
Councillor cy Liu
Councillor S B M Lukhele
Councillor H S Madonsela
Coungcillor HT Malindi
Councillor F M Mamba
Councillor N S Matthews
Councillor Z 4 Mbatha
Councillor MO  Mdhialose
Councillor RN Mdiuli
Councillor AP Meiring
Councillor CHN Mkhize
Councillor HN Mkhwanazi
Councillor MG Mizngeni
Councillor M S  Miangeni
Councillor R M Molelekoa
Councillor N A Msibi
Councillor T M Mzoneli
Councillor R B Mdima
Councillar 5 G Ndlovu
Councillor ME  Ngcobo
Councillor N J Ngobese
Councillor D Mgwenya
Counciller C L Nhlaphg
Councillor D J Z Nkosi
Councillor NT Nishangase
Councillor T M Nzuze
Councillor Do Shabalala
Councillor M Shunmugam
Councillor DM Sibilwane
Councillor L G Thwala
Councillor S M Thwala
Councilior DE Tshabalala



Councillor Dr J

Councillor
Councillor

(it}

A Vorster
T M Zulu
ME Zwane

ABSENT WITH APOLOGY

Councillor A M M Mashinini |
Councillor T J de Jager o
Councillor A F Rehman : out of town
Councillor 5 J Zulu : out of town
Councillor N A Zwane . out of town
ABSENT WITHOUT APOLOGY
Councillor J 8§ Mbatha
Councillor MMN  Mbokazi
Inkosi C s Kubheka : Traditional Leader
CM 11(ii) : 2014/2 | and capital adjustment budget : (BTO &/M1/1 -
2014/2015)
RESOLVED

(a)

(B}

(c)

(d)

(e)

(f

(g)

(h)

That the operating adjustment budget, be approved,
that the capital adjustment budget, be approved,

that the adjustment budget be submitted to the Mational
and Provincial Treasuries in terms of 528(7) of the
Municipal Finance Management Act,

that it be noted that in respect of the Upper limits on the
remuneration of councillors that a provision of 5% has
been provided for in the adjusiments budget,

that in relation to Employee related costs thal it be noted
that these are primarily related to the establishment of the
Debt Collection Unit and WSA staff appointments, subject
to a report being submitted to the Executive Committee,

that in respect of the Debl collection unil, a report must
be submitted as no policy decision taken to establish such

a unit internally,

that in respect of contract workers, Director - Human
Resources is to submit information regarding implications
on Employee related costs with specific reference to the
possible absorption of contract workers;

that it be noted that the Debt impairment costs have
reduced laking into account the payment factor and risk
profiling of the debtors book and trends identified by the
ITC exercise performed at 30 June 2014,



0

(0

(m)

(m)

(o)

p)

(q)

(r)

(s)

(t)

iir}

that it be noted that the increase in the Consultants fee
provision is primarily due to the -

{a) Valuation of cempleted projects as raised by Auditor-
General

{(b) Valuation for Work In Progress

{c) Valuation of Assets from uThukela Water (Pty) Ltd

(d) WValuation of deblors book

(e} Valuation of Investment property ;

that in respect of JBC and Charlestown halls |, that MIG
application be pursued for re-imbursement of the bridging
finance from external loans,

that for the purposes of project implementation, thal the
halls be transferred to the Project Management Unit with
immediate effect from Community Services, to be handed
over on completion:

that in respect of the new Civic building - a report is to be
submitted to the Executive Commitlee to consider
additional costs required related to the proposed walkway,

that in respect of the JBC Urban Hub, walkways and
related projects - that this be work-shopped with ward
counciliors: and a reporl be submitted to the Executive

Committes accordingly,

thal in respect of the Alternative Energy Source project
that the concept change from Solar geysers to Solar
Panels for rural areas be noted,

that in respect of the BUILDING ENERGY EFFICIENCY
project — that it be noted that this project entaled
replacement of air conditioning at Electrical Services,

that the expenditure incurred for emergency electncal
repairs at Lennoxton during July 2014 be condoned as

provided for under Network refurbishment provision,

that High-mast lights are to be prioritised in 2015/16
financial year and that Eskem is fo be engaged
immediately so that High mast lights are completed by
March 2016,

that the IT unit is to cenlralise all issues related to IT (wiz
servers, printers, laptop etc) and that the IT unit is
responsible to ensure to handle backups of all servers
within the municipality;

that the Bid Committees functionality is to be reported to
the Finance Portfolio committee manthly,

that all matters that are cross-cutting between
departments, that these be addressed internally through

the ICC;



{v)

(u) that SCM processes be streamlined and that a report
accordingly be submitted to the strategic planning
workshop for discussion,

fv} that all SCM commitlees are to meet regularly such that in
6 weeks' time, all SCM committee are to address all
outstanding issues and report back on progress be
submitted to the Executive Committee,

fw} that departments are to ensure improved project planning
by submitting business plans with realistic time-frames
and cost of all new projects to portfolio committees and
the Executive Committee in future;

(x) that going forward that Depariments are to ensure that
SCM processes are commenced with in March each year
after the tabling of the budget — such lhat projecits kick off
as early as July each year,

(y) that feedback on implementation of all the Executive
Committee and Council resolutions ke submitied monthly;

(2 that a follow-up meeting between the Executive
Committee and Extended ManCo be scheduled for
Thursday, 5 March 2015 and thereafter forinightly to
monitor the capital programme,

(aa) that a report on debt collection by the service provider be
submitted by the Acting Chief Financial Officer at the next
session;

(bb) that a report on Consultants and Community Halls be
submitted by Mr Mboyana at the next session;

(cc) that areport on play parks be submitied by Mr Govender
at the next session;

(dd) that a meeting with the Mayor , Deputy Mayor, Mr
Thulasee and Mr Mboyana be convened urgently
regarding the resealing of roads.

I, the undersigned, EUGENE HAUPTFLEISCH, in my capacity as ACTING MUNICIPAL
MANAGER to the Newcastle Municipal Council, hereby certify the above as a true extracl
from the minutes of the meeting held on 11 March 2015

AL

E.HAU LEISCH
ACTING MUNICIPAL MAMAGER

MNewcastle



2014/15 OPERATIONAL AND CAPITAL ADJUSTMENT BUDGET : 11 MARCH 2015 : (T 6/1/1-
2014/15 : BUDGET AND TREASURY OFFICE

1. EXECUTIVE SUMMARY

Section 72(1)(a) states that the accounting officer of a municipality must by 25 January each year assess the
performance of the municipality during the first half of the financial year. The accounting officer must, as part of
the review, make recommendations as fo whether an adjustments budget is necessary and recommend revised
projections of revenue and expenditure to the extent that this may be necessary. The mid-year assessment was
submitted to the Mayor, National and Provincial Treasuries 24 January 2015 and the Mayor then presented it to
the Municipal Council on 29 January 2015. The municipal council then resolved, among other things, that based
on the results of the mid-year assessment, the adjustment budget be prepared and submitied to Council.

Section 28(2) stipulates that when revising its annual or approved budget, the Municipality:

- must adjust the revenue and expenditure downwards if there is material under-collection of revenue during
the current year

may appropriale 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

- may, within a prescribed framework, authorise unforeseeable and unavoidable expenditure recommended
by mayor of the municipality

may authorise the utilisation of projected savings in one volte towards spending under another vote

may authorise the spending of funds that were unspent at the end of previous financial year where the
under-expenditure could nol reasonably have been foreseen at the time fo include projected roll-overs
when the annual budget for the current year was approved by Council

may correct any errors in the annual budget

The attached adjustments budget has been prepared in terms of the schedule B format as prescribed by the
Municipal Budget and Reporting Regulations. The operational budgel and capital budget are also shown as
Annexure A and B respectively.

RECOMMENDED:
(a) that the operating adjustment budget as attached be approved.

(b} that the capital adjustment budget as attached be approved. SED: Budget &

Treasury Office

(c) that the adjustment budget be submitted to National and Provincial
Treasuries in terms of S28 (7) of Municipal Finance Management Act




2. OPERATING BUDGET

21 Operating Revenue

Operating revenue is projected has been decreased from R1 526 362 000 to R1 508 570 000 and this
represents R17.7 million decrease. This decrease is due the reduction of Property Rates revenue which
resulted from the decrease in property values as determined by the Valuations Appeals Board.

2.2 Operating Expenditure

Operational expenditure has decreased from R1 858 469 000 to R1 706 231 000 which is R152.2million
decrease. This is mainly due to a decrease in the provision for debt impairment from R266.7 million to R98.9
million. In the original budget, the provision for debt impairment was overstated as it was assumed that all
unpaid amounts during the year will be bad debts which was not an accurate assumption. The amount of R98.9
million was arrived at by using the ITC report that was used when the annual financial statements were
prepared. The ITC report reflected the credit profiles of all municipal consumers. While overall expendilure has
decreased, the following items recorded increases in the adjustments budget:

o Agents Fess- R11.6 million

e Consultants Fees- R8.9 million

» General Expenses- R78.9 million
Agent fees increase mainly as a result of increase in security requirements during the year while consultants
fees increased mainly due to efforts to resolve issues thal were raised by the Auditor General. General
expenses recorded an increase which resulted from the increase in indigent benefits. This is due to a resolution
that was taken to increase the indigent benefit threshold from R3 000 to R3 500 per household.

2.2.1 Employee Related Costs

Employee related costs have been increased from R399.7 million to R411.6 million. This is an increase of
R11.9 million which is due to critical vacancies that were filled since the beginning of the year. These vacancies
are mainly in the water and sanitation section and the revenue and debt management sections.

2.3 CAPITAL BUDGET

As depicted in Table B5 and B5B of the budget, the original capital budget was Rd444.2 milion. The

municipality's capital budget has now decreased to R428.3 million. The capital budget per project is also
attached as an annexure A.

2.3 OPERATIONAL RESULTS AND CASH FLOWS

While the municipality's operational budget yielded a deficit of R197.7 million, this is in no way an indication that
the municipality's budget is unfunded. Included in the operational budget are non-cash items like depreciation,
debt impairment, rates rebale, free basic services and indigent benefits. Table BY is the municipality's budgeted
cash flow statement. This cash flow statement clearly indicated that the municipality's budget is funded which
means that actual revenue to be received will be more than expenditure to be paid. The municipality anticipate
to have a closing cash balance of R 231.9 million.



REPORT SEEN BY:

e

A HARIPERSAD
ACTING STRATEGIC EXECUTIVE DIRECTOR
BUDGET AND TREASURY OFFICE

A, F. REHMAN
PORTFOLIO COUNCILLOR
BUDGET AND TREASURY OFFICE

NEW! . .-
MUNIC; =

MAYOR'S CTFITE

E. HAUPTFLEISCH
ACTING MUNICIPAL MANAGER



MUNICIPAL MANAGER’S QUALITY CERTIFICATE

I, E Hauptfleisch, the Acting Municipal Manager of Newcastle Municipality, hereby certify that
the adjustment budget and supporting documentation of the 2014/2015 Operating and Capital
Budget have been prepared in accordance with Section 21 A of the Municipal Systems Act; No32
of 2000; Section 28 of the Municipal Finance Management Act, No56 of 2003; and Regulation

26(1) of the Budget and Reporting Regulations.
Print Name : EUGENE HAUPTFLEISCH

Acting Municipal Manager : NEWCASTLE MUNICIPALITY

Signature

Date




Preparation Instructions
Municipality Name:
AT Mrs A Haripersad
LB (034) 328 TE57 Fax
SETE asha.haripersad@newcastle.gov.za
Dateof Adjustments Budget

MTREF Budget Year: 2[} -l |"_1.,". 1 '._':,.
Daes this municipality have Entities?

If YES: |dentify type of report Fprtot

"
Mame Votes & Sub-Votes

Printing Instructions

Showing { Hiding Columns MFMA Budget Circulars

Hede Referance calumns on all sheats MBRR Budpet Formats Guide

Hede Pre-audil columns on all shesets %
Diammy Budpet Guide

Funding Compliance Guide

Showing [ Clearing Highlights

Clear Highlights on all shesls MEMA Return Forms
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KZN252 Newcastle - Table B2 Adjustments Budget Financial Performance (standard classification) - 11 MARCH 2015
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KZN252 Newcastle - Supporting Table SB4 Adjustments to budgeted performance indicators and benchmarks - 11 MARCH 2015
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KZN252 Newcastle - Supporting Table SBS Adjustments Budget - funding measurement - 11 MARCH 2015
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KZN252 Newcastle - Supporting Table SB7 Adjustments Budget - transfers and grant receipts - 11 MARCH 2015
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- expénditure on transfers and grant programme - 11 MARCH 2013

KZN252 Mewcastls - Supporting Table SBE Adjusiments
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KIN252 Neweastla - Supporting Table 5B Adjustments Budgel - reconciliation of fransfers, grant receipts, and unspent funds - 11 MARCH 2015
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HIN252 Meweastle - Supporting Tabie SE10 Adjusiments Budget - transfers and grants made by the municipality - 11 MARCH 305
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