CHAPTER 5

Measurable Performance Objectives and Indicators

Measures of financial performance

Merafong Target Benchmark

Borrowing to Asset Ratio 15%
Capital Charges to Operating 5%
Expenditure
Gearing 25%
Current Ratio 1:1 2:1
Outstanding Debtors to 12% 8.3%
Revenue
Creditors System Efficiency 30 Days 30 Days
Employee costs 35% 35%
Cost coverage 1 0.8
Description of Basis of 2008/2009 | 2009/2010 | 2010/2011 | 2011/2012 | 2012/2013
Financial Calculation
Indicator
Borrowing to Total Long- 13.4% 12.5% 8.7% 1.9% 1.5%
Asset Ratio Term

Borrowing/Total

Assets
Capital Interest & 2.4% 3.4% 2.3% 3.4% 2.3%
Charges to Principal Paid
Operating /Operating
Expenditure Expenditure
Gearing Long Term 42.5% 16.9% 15.0% 2.1% 1.6%

Borrowing/

Funds &

Reserves
Current Ratio | Current 11 11 11 141 1.7:1

assets/current

liabilities
Outstanding Total 17.3% 13.7% 9.3% 13.0% 8.1%
Debtors to Outstanding
Revenue Debtors to

Annual
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Revenue

Creditors % of Creditors 30 Days | 30 Days | 30 Days | 30 Days | 30 Days
System Paid Within
Efficiency Terms

(within"MFMA'

s 65(e))
Employee Employee 30.2% 27.7% 20.5% 30.6% 20.4%
costs costs/(Total

Revenue -

capital

revenue)
Cost coverage | (Available cash 9.5 6.4 4.0 6.1 3.4

+
Investments)/m
onthly fixed
operational
expenditure

Current ratio

Current ratio measures the ability of the Municipality to pay its current liabilities out of the
current assets. The industry usually looks for a ratio of 2:1, however the acceptable current
ratio is1:1 for municipalities.

Council will achieve a ratio of 1:1 which shows councils ability to settle existing short term

liabilities.

Outstanding debtors to Revenue

Thi s

ratio

gi ves

an

ndi cat.i
The benchmark is exceeded. The municipality needs to look at ways of improving their credit

on

of

how

control. The average for the Gauteng Municipalities for the past two years was 18% and
21% respectively.

Creditors System Efficiency

The

Employee costs

rati o

gi ves

an

i ndi c a htipariod. Tod benahmark ia 3P e
Days and is a contravention of Section 65(2) (e) if creditors are not paid in 30 days

The ratio indicates a percentage of salary costs to total expenditure and this ratio could
illustrate the risk of salary costs being unmanageable.

Cost coverage

This ratio indicates the availability of cash plus short term investments to cover the monthly
fixed operating expenditure. The benchmark is 80% and above. Council exceeds the
benchmark and will be in a position to cover the monthly fixed expenditure.
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CHAPTER 6
Overview of Budget related policies

Budgeting is central to the process of prioritizing for service delivery and the management of
the functions of Council. The Municipalityd s budgeti ng process is
relevant legislation and budget related polices.

Council had in terms of Regulation 7 and 8 of Local Government Gazette 32141 appointed a
service provider to assist council with the amendments and drafting of new budget related
policies and bylaws for Merafong Local Council.

The following policies are amended or are new policies that need to be adopted by Council.
The policies were submitted to Management for their inputs. The policies will be
workshopped with council and needs to be submitted to the community during the budget
consultation process.

The following are the key policies that affect or are affected by the annual budget that needs
to be reviewed and amended if necessary.

Tariff Policy

The Municipal Systems Act, Act 32 of 2000, requires a municipality to have a tariff
determination policy.

The challenge in setting tariffs lies in striking a balance between maintaining financial
sustainability of the relevant departments and entities (and so sustainability of service
provision) and ensuring affordability of those services by consumers.

The Municipality Tariff Policy provides a broad framework within which Council can
determine fair, transparent and affordable service charges that also promote sustainability of
service provision.

This policy is based on principles that address the social, economic and financial imperatives
that the process of tariff setting should take account of. In addition to the policy, and for
operational purposes, tariff setting methodologies have been developed for the various
departments and entities involved in trading services. The methodology specifies the
procedure that departments and municipal entities should follow in determining their tariff
increases:

Property Rates Policy

The Municipality has revised its Rates Policy as per the legislative requirements. The new
policy provides that properties be rated based on the value of their land and improvements.
Sectional title owners will also be drawn into the rates base. A new valuation roll is
accordingly in place. The first Rates Policy and General Valuation Roll in terms of the
Municipal Property Rates Act (MPRA) was implemented by the Municipality on the 01stJuly
2008.

The policy is designed to ensure equitable treatment by Council in the levying of rates on
property owners, including owners under sectional title, as well as other persons who may

become liable for the payment of rates. This will affect the rates payable by the Municipalityd s

gui dec

property owners, and ultimately impact on the Municipalityd s own r evenue stream.
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Credit Control and Collections Policy

The Municipalities Credit Control and Debt Collection Policy provides the procedures and
mechanisms for credit control and for the collection of debts. The primary objective of this
policy is to ensure that all monies due and payable to the Municipality in respect of rates,

fees for services, surcharges on such fees, charges, tariffs, interest which has accrued on
any amounts due and payable in respect of the foregoing and any collection charges are

collected efficiently and promptly.

Indigent and Free Basic Services Subsidies Policy
Council had adopt an Indigent and Free Basic Services Subsidy Policy, which embodies
and provide procedures and guidelines for the subsidization of basic services and tariff

charges to indigent households in its municipal area.

The object of the Indigent and Free Basic Services Subsidy Policy is to ensure:

(a) The provision of basic services to the community in a sustainable manner
within the financial and administrative capacity of the Municipality of the
Council; and

(b) The provision of procedures and guidelines for the subsidisation of basic

service charges to indigent households.
Debt Write Off Policy

This policy serves to assist management and officials of the municipality to implement and
maintain consistent, efficient and effective bad debts management principles. This policy will
also assist management to run the municipality in a cost effective manner and yet achieving
high levels of revenue collection. The policy also seeks to mitigate the risk of fraudulent
writing off of fictitious bad debts.

PURPOSE

To ensure that bad debt write-offs are authorized at appropriate levels.

To ensure that only bona fide bad debts are written off.

To ensure firmness in writing off bad debts.

To ensure that debt collection is effective and efficient.

To ensure that bad debts are kept within reasonable proportions.

U To ensure that the estimated loss resulting from bad debts is provided for during the
same period that the income to which it is related is earned, and

U To ensure that the outstanding debtors appear in the monthly balance sheet at net

realizable value, since the provision is deducted from the gross amount of the

debtors.

LSS S G G

i
Supply Chain Management Policy

Municipalities are required in terms of section 111 of the MFMA to have a supply chain
management policy.
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The Municipality has an approved Supply Chain Management Policy, within the framework
of the relevant legislation and regulations. The policy ascribes to the following principles:

A procurement system which is fair, equitable, transparent, competitive and cost- effective
in terms of Section 217 of the Constitution of South Africa No 108 of 1996;

1 As enshrined in Chapter 11 of the Municipal Finance Management Act and its
regulations;

Best practices in supply chain management;

Uniformity in supply chain management systems between organs of state in all
spheres;

1 Broad Based Black Economic Empowerment.

= =4

Additional Policies

Unforeseen and Unavoidable Expenditure Policy

Virement and the Shifting of Funds between votes policy
Asset Management Policy

Cash Management, Disposal and Borrowing Policy
Developer Contributions Policy

Management and Oversight Policy

Funding and Reserves Policy

Policy governing the Planning and approval of capital projects
Employment practice policy

E R T ]

o8}
)

ylaws

Property Rates

Tariffs

Credit Control and Collections

Indigent and Free Basic Services Subsidies

=a =4 =4 =
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CHAPTER 7
Overview of Budget Assumptions

The 2010/11 7 2012/13 Medium Term Budget has been prepared within a highly volatile and
highly uncertain economic environment, making the budgeting process even more
challenging.

Drastic changes have occurred within the global and domestic economy in the past two
years, and these changes had a profound impact on the assumptions drawn to prepare the
budget.

The following aspects had to be taken into account in the preparation of the 2010/11 1
2012/13 Medium Term Budget.

National Priorities i Doing More With Existing Resources

In his 2010 State of the Nation Address, the President signalled that government

intends to:

A Deliver more and better services in a cari:H
A Hold political office bearers and public s
A S tesodirdes to new priorities;

A Move from debate to effective implementati
A - Work in partnership with communities, | abo
objectives.

These objectives are directly relevant to municipalities. The challenge for each
municipality is to do more within its existing resource envelope.

Efficient and effective public services

Municipalities are encouraged to adopt similar stances on these issues. This is
particularly important in the run-up to the local government elections. Mayors and
councils need to remain focused on the effective delivery of core municipal services,
and steer away from seeking to buy political support through patronage, ad hoc
public relations projects, events or donations or any other action that is not consistent
with the Code of Conduct for Councillors T as set out in the Municipal Systems Act 32
of 2000.

Municipalitiesd role in employment creation

Each municipality must explore how it can contribute to job creation when revising
their IDP and preparing their 2010/11 budgets. However, municipalities should not
just employ more people without any reference to the level of staffing required to
deliver effective services, and what is financially sustainable over the medium term.
The municipality ought to focus on maximizing its contribution to job creation by:

A  Ensuring that service delivery and capita
wherever appropriate;
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A  Ensuring that services providers use

ASupporting labour intensive LED projects;

A Participating fully in the Extended

A Il mplementing interns

Headline inflation forecasts

Municipalities must take the following inflation forecasts into consideration when
preparing their budgets for 2010/11 and MTREF

Fiscal 2008/2009 2009/2010 2010/2011 2011/2012 2012/2013
Year

Actual Estimate Forecasts Forecasts Forecasts
Headline | 9.9% 6.7% 57% 6.2% 5.9%
CPI
Inflation

Source: Budget Review 2010

However, municipalities must also take into account the wage agreement SALGA
concluded with municipal workers unions on 31 July 2009, comprising of a 10.5 per
cent increase from 01 July 2009 and a 2.5 per cent non-pensionable allowance,
which is pensionable from July 2010.

Revising rates, tariffs and other charges

When municipalities and municipal entities revise their rates, tariffs and other charges
for their 2010/11 budgets and MTREF, they need to take into account the labour (i.e.
the wage agreements with unions) and other input costs of services provided by the
municipality or entity, the need to ensure financial sustainability, local economic
conditions and the affordability of services, taking into consideration the munic i p a
indigent policy.

Municipalities should also take account of relevant policy developments in the
different sectors.

In considering changes in property rates, municipalities need to take cognisance of
local economic conditions such as the down turn in the property market, trends in
household incomes and unemployment. Excessive increases in property rates and
other tariffs are likely to be counterproductive, resulting in higher levels of non-
payment and increased bad debts.

Municipalities must also explore imaginative ways of structuring the tariffs for utility
services to encourage more efficient use of these services and to generate the
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resources required to fund the maintenance, renewal and expansion of the
infrastructure required to provide the services.

National Treasury continues to encourage municipalities to keep increases in rates,
tariffs and other charges as low as practically possible. For this reason National
Treasury continues to require that municipalities must justify in their budget
documentation all increases in excess of the 6 per cent upper boundary of the South
African Reserve Bankodés inflation target.

Funding choices and management issues

The national Budget Review 2010 notes that the South African economy is slowly
recovering, with economic growth of 2.3 per cent projected for 2010. However, it will
take some time for the economic upturn to flow through to increased municipal
revenues and better cash flows.

Consequently, municipal revenues and cash flows are expected to remain under
pressure in 2010/11 and so municipalities should adopt a conservative approach
when projecting their expected revenues and cash receipts. Municipalities should
also pay particular attention to managing all revenue and cash streams effectively,
especially debtors.

Given the constraints on the revenue side, municipalities will again need to make
some very tough decisions on the expenditure side this year. Priority ought to be
given to:

A Ensuring that drinking water taiénes;s the req!l
A Protecting the poor from the worst i mpacts

A Supporting meaningful | ocal economic deve
micro and small business opportunities and job creation;

A Securing the tdalhbahseof( etstpeicri ahbygy the mun
generating assets) by increasing spending on repairs and maintenance; and

A Expediting spending on capital projects the

Municipalities must pay special attention to controlling unnecessary spending on
nice-to-have items and non-essential activities, such as foreign travel, councillor and
staff perks, advertising and public relations activities. Attention should also be given
to ensuring value for money is obtained when using consultancy and other
outsourced services.

Municipalities must also ensure that their capital budgets reflect consistent efforts to
address the backlogs in basic services and the refurbishment of existing network
services.
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Summary of budget assumptions

For the 2010/2011 financial year the Council, from the outset, based the guideline on the
growth rates on 6% of the original budgeted amounts submitted to National Treasury for the
2009/2010 financial year. This was in line with the Reserve Banks inflation targets. However,
during the 2010/2011 budgeting process, the main objective of the Council was to adhere to
the prerequisite from National Treasury that Municipalities must pass budgets that are
balanced and cash funded.

The Bulk Electricity increase approved by NERSA and the determination of tariffs for
municipalities by NERSA

Planned Financing
Operational Budget for the 2010/2011 to 2012/2013 Financial Years

The Operational Budget for the 2010/2011 financial years was, to a certain extent, prepared
on the zero-base principle. Each line item was compiled from current financial information.

In terms of the multi-year budget process the projections for the 2009/2010 and 2011/2012
financial years have been prepared on incremental bases, with adjustments for known
variances.

The growth guidelines, which are in line with the Reserve Banks inflation targets, were used.
Growth limits of 6% and 6% were used for the 2011/2012 and 2012/2013 budgets
respectively.

The table below gives a summary of the assumptions used to prepare this medium term
budget, also showing changes in these assumptions from the previous year:

Indicator 2009/2010 2011/2012 2012/2013
CPI Inflation 57% 6.2% 5.9%
Electricity Bulk 24.8% 25.8% 25.9%
Purchases

Water Bulk 14.1% 6% 6%
Purchases

Salary Increases 8.6% 7% 7%
Repairs and 40% 20% 20%
Maintenance

Funding of vacant Nil Nil Nil
positions

Tariff Increases

Electricity 19.0% 20.0% 22.0%
Water 14.1% 6% 6%
Refuse 6% 6% 6%
Sewerage 6% 6% 6%
Assessment Rates 6% 6% 6%
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CHAPTER 8
Overview of Budget Funding

The long-term financial plan is part of the ongoing financial planning and medium-term
budgeting processes. The long-term financial plan aims to ensure that the Municipality is in a
sound financial condition and can finance services on a sustainable basis on the long-term.
The medium-term budget represents a detailed three-year operating and capital budget that
enables the Municipality to meet its operational and strategic objectives for the three years
and in the outer years.

Financial sustainability means that future generations will not be burdened with paying for
services that todayo6s taxpayers enjoy. While son
immediately, the Municipality still must have the ability to pay them in the future.

The long-term financial plan was reviewed and updated as part of the budget and IDP cycle
for 2010/2011. The long-term financial plan uses economic, financial, policy assumptions
and the expenditure outlook to project expenses, revenue and changes in the balance sheet.
At this stage the first three years agrees with the tabled budget and the outer years are
projected.

Key assumptions

To be able to produce a meaningful financial plan, a number of assumptions have to be
made and regularly kept under review. Economic factors such as inflation and interest rates
have an impact on projected long-term financial position.

For the 2010/11 budget the City has assumed an expenditure growth of 10.42%, 6% for
2011/12 and 6.0% for 2012/2013.

Salaries increases are assumed at 8.6%, and 7% for the outer years.

Repairs and maintenance is assumed to increase by 40% for 2010/2011 and 20% for
the outer years. (to avoid the danger of allowing the value of the assets to deteriorate
resulting in higher rehabilitation costs in future). This should be compensated by
identifying savings on other general expenditure items.

Other expenditure increases are limited to budget allocations.

Depreciation is calculated using the average life of assets.

Interest on borrowing is calculated based on the capital investment programme.

The financial plan assumes that the expenditure will grow at a level lower that the
revenue to ensure that surplus cash is created to fund the capital expenditure in the
outer years.

)l
)l

E R

Level of capital spending

The appropriate levels of capital expenditure and borrowing are based on the principles of
affordability, prudence and sustainability (debt
investment on the operating budget).

Prudential Indicators

Debt to equity

Debt to revenue
Liquidity (Current Ratio)
Operating surplus

=A =4 =4 =
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Impact on operating expenditure

Capital spending also drives the operating budget both directly and indirectly. It is expected
that the envisaged increase in capital spending will result in:

1 Increased depreciation costs (average between 10% - 15% increase over the next
three years).

1 Increased debt servicing costs.

1 Increased operational expenditure especially in the medium to long term.

1 Provision will be made in the operating account to ensure that assets are maintained
at a level adequate to protect the capital investments and to minimize future
maintenance and replacements.

Investments

Investments for the Municipality are done in accordance with and adherence to the Municipal
Il nvest ment Regul ation of the MFMA, Municipality®
legislation.

Cash Flow forecasts and liquidity needs by the Municipality provide guidance for the type of
investments employed and tenor thereof. The investments are made with primary regard for
the risk profile and appetite of the investment, liquidity needs of the Municipality and the
return on investments.

Statement of tariff setting and revenue strategies

The MFMA requires annual budgets of municipalities to be funded by realistically anticipated
revenue to be collected, based on collection levels to date and the actual revenue collected
in previous financial years.

The Municipality annually reviews the tariffs to ascertain whether they are still capable of
producing the required revenue envelope, taking note of the prevailing trends. This process
of tariff setting takes place wiitpblicyn t he fr amewc

While the Municipality is committed to maintaining tariff increases within the forecasted
inflation, increases above inflation are applied to some services (mainly major trading
services) due to budgetary requirements aimed at sustaining service provision.

For the 2010/11 financial year tariff increases for the major services were driven by the
following broad considerations:

Current national electricity pricing.

The deteriorated economic outlook.

The impact of inflation and other cost increases.
Expanded Social Package considerations.
Political considerations- the 2011 elections.

= =4 =8 -8 =9

Assessment Rates

In line with the requirement from National Treasury assessment rates will be increased by
6.00%.
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The pensioner rebates as approved by council in 2009/2010 will remain the same.

The phase in rebates applicable to agricultural is reduced by 25%.

Commercial 2.5380 2.6903 6.00%
Mines 3.2400 3.4344 6.00%
Residential 1.0700 1.1342 6.00%
Agricultural 0.2700 0.2862 6.00%
Electricity

Revised annual electricity price increase guideline

Subsequent to the circulation of the abovementioned letter, NERSA has received additional
information regarding the municipal bulk purchase costs (as per the Eskom Retail Tariffs
submission) and information contained in the National Treasury MFMA Circular No.51 regarding
municipal cost structures. After evaluation of this information the National Energy Regulator of
South Africa (NERSA) has revised the annual municipal guideline increase for the 2010/11 financial
year. Based on the above-mentioned information the revised guideline for 2010/11 is as follows:

1. an increase of 22% in the 2010/11 financial year is applicable to municipalities who
implemented a 25% increase in the 2009/10 financial year;

2. an increase of 19.0% in the 2010/11 financial year is applicable to municipalities who
previously implemented a 34% increase in 2009/10.
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1. Domestic
Basic Charge 37.67 43.44 15.33%
New in Tariff
Block 1 (0 - S0kwh) 0.6000  -16.11% Structure
Block 2 (51 - New in Tariff
Energy 350kWh) 0.6300  -11.91% Structure
Charge Block 3 (351 - New in Tariff
600kWh) 0.7500 4.87% Structure
Block 4 (above New in Tariff
600kWh) 0.7152 0.8500 18.85% Structure
2.
Commercial
Basic Charge 355.37 415.00 16.78%
Energy
Charge 0.6125 0.7250 18.37%
3 Industrial
Basic 515.2836 594.2765 15.33%
Charge
Energy 03375 0.4011 18.84%
Charge

National Treasury quideline on water tariffs

Municipalities are, encouraged to review the level and structure of their water tariffs carefully,
with a view to ensuring:

Water tariffs are fully cost-reflective i including the cost of maintenance and renewal of
purification plants and water networks, and the cost of new infrastructure;

Water tariffs are structured to protect basic levels of service; and

Water tariffs are designed to encourage efficient and sustainable consumption (e.g. through
increasing block tariffs).
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Residential 0 1 15 kiloliters
Residential 16-35 kiloliters
Residential 36 - 50

Residential 51 kiloliters and above
(New Tariff)

Residential pre paid meters
Business and Industrial

Special Consumers (Schools,
Churches and welfare organisations)

Mines Domestic

Mines Operations

MEDIUM TERM BUDGET 2010/2011 TO 2012/2013

5.36

6.67

9.41

9.41

5.36

10.15

7.67

6.67

6.67

5.69

7.33

10.35

11.46

5.69

11.59

8.75

7.61

7.61

6.00%

10.00%

10.00%

21.80%

6.16%

14.10%

14.08%

14.09%

14.10%
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Sewerage and Refuse Tariffs

When municipalities and municipal entities revise their rates, tariffs and other charges for

their 2010/11 budgets and MTREF, they need to take into account the labour (i.e. the wage

agreements with unions) and other input costs of services provided by the municipality or

entity, the need to ensure financial sustainability, local economic conditions and the
affordability of services, taking into consider s

Sewerage Tariffs

Residential 2.98 3.16 Max 50KL 6.00%
Business and Industrial 2.98 3.16 No Max 6.00%

Special Consumers (Schools,

Churches Welfare

organisations and consumers

as approved by council) 1.39 1.48 No Max 6.00%

Flats and Townhouses 2.98 3.16 Max 50KL 6.00%

Refuse Tariffs

BIN 3x per week R 65.19 R 69.10 6.48%
BIN 3x per week R 167.93 R 178.00 6.48%
BIN 3x per week R 241.59 R 256.08 6.48%
BIN 3x per week R 984.60 R 1 043.68 6.48%
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Monetary investments by type

Investment type

Rthousand

2008/9

Current Year 2009/10

2010/11 Medium Term Revenue &
Expendituré&ramework

Audited
Outcome

Original
Budget

Adjusted
Budget

Full Year
Forecast

Budget Yea
2010/11

Budget Year
+12011/12

Budget Year
+2 2012/13

Parent municipality
SecuritiesNational

Government
Listed Cporate Bonds

DepositsBank
DepositsPublic Investment
Commissioners
DepositsCorporation for
Public Deposits
Bankers Aeptance
Certificates
Negotiabl€ertificates of
DepositBanks
Guaranteed Endowment
Policies (sinking)
Repurchas&greements
Banks

Municip@onds

Municipaty subtotal

201 639

162 782

91 660

91 660

74 129

79 948

120 184

201 639

162 782

91 660

91 660

74129

79 948

120 184

Consolidegd total:

201 639

162 782

91 660

91 660

74 129

79 948

120 184
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Budgeted allocations and grants to the municipality

2010/11 Medium TeRavenue & Expenditur

Description 2008/9 Current Year 2009/10
Framework
. . . Budget
R thousand Audited Original Adjusted Full Year | Budget Yea Budget Year Year +2
Outcome Budget Budget Forecast 2010/11 +12011/12
2012/13
RECEIPTS:
Operating Transfers and Gran
National @vernment: 1336 1250 1250 1250 1750 1750 1750
Finance Management 1336 750 750 750 1 000 1 000 1 000
Municipal Systems
Improvement 500 500 500 750 750 750
Provincial Government: o] 163 654 72991 72 991 357 784 1000 409 209
Housing 163 654 72991 72 991 357 784 1000 409 209
Libraries 7 000 3900 4280
District Municipality: 5000 o] o] o] o} o} o}
HIV Programe 5000
Other grant providers: 1607 o) o) o] o) o} o}
Social Rgmnsibility fund 1607
fotal Operafing Transfers and 7943 164904 74241 74241| 350534 2 750 410 959
Capital Tansfers and Grants
National Government: 38 793 104 522 69 060 69 060 173414 65 937 79137
Municigdnfrastructure (MI( 38 793 104 522 69 060 69 060 50 833 61 137 74 337
National Electrification
Programme 18 800 4 800 4 800
Human Sétment Grant 100 000
Provincial Government: 331483 214 532 110749 110 749 7 350 4 000 4 500
Khutsonghildhood Dev
Centre and others 331 483 214532 110 749 110 749 7 350 4 000 4500
District Municipality: o] o) o) o] o) o) o)
HIV Programme
Other grant providers: o] 1029 o) o] 563 o) o)
Lotto 1029 563
Total Capital Transfers and
Grants 370 276 320083 179 809 179 809 181 328 69 937 83 637
TOTAL RECETS OF
TRANSEERS & GRANTS 378 219 484 987 254 050 254 050 540 862 72 687 494 596
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CHAPTER 9

Councillor Allowances and Employee Benefits

Disclosure of Salaries Salary Contrib. Allowances Performanc In-kind Total
Allowances & Benefits 1 e Bonuses benefits Package
Rand per annum 1. 2. 3.
Councillors

Speaker 461 020 461 020

Chief Whip 432 206 432 206

Executive Mayor 576 275 576 275

Deputy Executive Mayor T

Executive Committee 432 206 432 206

Total for all other
councillors 172 881 172 881
Total Councillors 2 074 588 i i 2 074 588
Senior Managers of the

Municipal Manager (MM) 849 654 849 654

Chief Finance Officer 773 785 773 785

Executive Director
Shared Services 773 785 773 785

Executive Director
Infrastructure 773 785 773 785

Executive Director:

Community Services 773 785 773 785

Executive Director:

Economical Development,
and Planning 773 785 773 785
Total Senior Managers of
the Municipality 4718 579 1l T T T 4718 579
TOTAL COST OF
COUNCILLOR, DIRECTOR . . . .
and EXECUTIVE 6 793 167 i i i i 6 793 167
REMUNERATION
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Chapter 10

Capital Budget

Supporting Table SA34a Capital expenditure on new assets by asset class

2010/11 Medium Term Revenue & Expen

Description 2008/9 Current Year 2009/10 Framework
R thousand Audited Original Adjusted Full Year | Budget Yean Budget Year| Budget Year
Outcome Budget Budget Forecast 2010/11 +12011/12| +22012/13
Capital expenditure on new
assets by Asset Class/Selass
]nfrastructure 122 774 314811 174 639 174 639 70 039 1797 505 825 535
Infrastructurdroad transport 2497 19 450 31189 31189 37 081 848 490 312 809
Roads, Pavements & Bridg 2 497 19 450 31189 31189 37 081 848 490 312 809
Storm water T ) T 1 1 T T
InfrastructuréElectricity 21 536 41 343 16 989 16 989 18 800 208 998 432 236
Generation
Transmission & Reticulatior 21 536 41 343 16 989 16 989 18 800 208 998 432 236
Street Lighting
InfrastructuréVater 55 816 13 241 4 683 4683 1 135 340 42 240
Dams & Reservoirs 1 ) ) T i 1 1
Water purification 55 816 13 241 4683 4683 ) 135 340 42 240
Reticulation
InfrastructureSanitation 41 863 225157 101 617 101 617 3000 391974 38 250
Reticulation 41 863 225 157 101 617 101 617 391974 38 250
Sewerage purification 3000
Infrastructuréther 1062 15620 20 161 20 161 11 158 212 703 T
Waste Management 1062 15 620 20161 20 161 11 158 212703 T
Transportation
Gas
Other
Community 5637 11 706 9534 9534 14 563 72 446 3188
Parks & gardens ) 200 200 200 ) 1563 688
Sportsfields & stadia
Swimming pools
Community halls T ) ) T 3563 51 092 1
Libraries 445 i i T T T T
Recreational facilities 1944 9733 8 455 8 455 ) T T
Fire, safety & emergency 85 i i ) ) 17 318 T
Security and policing
Buses
Clinics 1140 ) ) T T 1 1
Museums & Art Galleries
Cemeteries 2023 1774 878 878 T 2474 2 500
Social rental housing ) i i ) 11 000 T T
Other
Heritage assets i T T i i 1 1
Buildings
Other o] o) o) o] o] o] o]
Investment properties o] o) o] o] 106 350 o] o]
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Housing development
Other

Other assets
General vehicles
Specialised vehicles
Plant &quipment
Computershardware/equipme
Furniture and other office
equipment
Abattoirs
Markets
Civic Land and Buildings
Other Buildings

Other Land
Surplus Assetéinvestment or
Inventory)

Other

Agricultural assets
List sulzlass

Biological assets
Listsubclass

Intangibles
Computerssoftware &
programming
Othe(list suklass)

106 350

8 326

13 951

288 481

1273
1903

4491

658

11 269

15 050

15 050

4576

9 375

8 500

279 981

3010

Total Capital Expenditure on ne'
assets

136 736

337 787

199 222

199 222

204 904

2158 433

831732
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Table A5 Budgeted Capital Expenditure by vote, standard classification and funding

2010/11 Medium Term Revenue &

Vote Description 2008/9 Expenditure Framework
R thousand Audited Original Adjusted Full Year | Budget Year Budget Year| Budget Year +
Outcome Budget Budget Forecast 2010/11 +12011/12 2012/13
Captal Expenditure
Standard
Governance and
administration 2262 8 269 6 755 6 755 6 076 225786 6]
Executive and council 319 T i i 1151 i i
Budget and treasury off 1943 8 269 6 755 6 755 4925 225786 i
Corporate services
Community and public
safety 9504 226 038 103 682 103 682 114 364 298 343 3188
Community and social
services 3729 8674 9334 9334 4000 26 384 2 500
Sport and recreation 1833 3033 200 200 563 28 745 688
Public safety 20 ) 4875 4875 4 450 50 093 i
Housing 3819 214 332 89 274 89 274 105 350 193 122 )
Health 103 ) T ) i i i
Economic and
environmental services 3490 22 450 34 609 34 609 43 081 878 410 315819
Planning and
development 788 3000 3420 3420 10 000 29 920 3010
Road transport 2702 19 450 31189 31189 33081 848 490 312 809
Environmental protectic ) ) i i i i i
Trading services 121 480 80 829 54 177 54 177 41 383 755 893 512726
Electricity 22 318 41 343 16 989 16 989 18 800 208 998 432 236
Water 55 882 13241 4683 4683 2500 135 340 42 240
Waste water managem
Waste management 43 280 26 245 32 505 32 505 20 083 411 555 38 250
Other
Total Capital Expenditure
Standard 136 736 337 587 199 222 199 222 204904 2158433 831732
Furded by:
Natonal Government 101734 104 522 69 060 69 060 176 014 1951910 453 545
Provincigbovernment 3818 214 332 110 749 110 749 9 350 2 000 182 822
District Municipality ) ) i ) i 45 250 i
Other transfers and gra i i i i T T T
Transfersecognised
capital 105 552 318 853 179 809 179 809 185 364 1999 160 636 367
Public contributions &
donations T T ) T 563 2344 16 750
Borrowing 15419 10 000 10 000 10 000 10 000 78 000 71 300
Internally generated funds 15 765 8 733 9413 9413 8 976 78 928 107 315
Total Capal Funding 136 736 337 587 199 222 199 222 204904 2158433 831732
82

MEDIUM TERM BUDGET 2010/2011 TO 2012/2013




CHAPTER 11
Legislation Compliance Status

The promulgation of the Municipal Finance Management Act (The Act) has brought in
proficiency and control measures to local government in terms of budgeting, monitoring and
accounting on public funds. The Act has had a profound effect on local government
operations that required transformation in financial discipline and planning processes. The
budget preparation for 2010/2011 to 2012/2013 complies with most of these key
requirements.

The Act has created clear reporting standards for local government that conforms to
international standards. In addition to providing for improved reporting by local government,

the Act stipulates that new accounting and financial standards must be complied with. The
Municipalitydéds electronic reporting to Nat.i
also improved over time. The monthly and quarterly returns to National Treasury have been
submitted on time.

In accordance with the provisions of the Act, the Municipality has an approved Supply Chain
Management policy, which was extensively consulted on. The policy is intended at regulating
the supply chain management environment within the Municipality. Required resources
(human, financial and otherwise) have been allocated to the Supply Chain Management
department to enhance.

The reform agenda set out through the Municipal Finance Management Act includes new
accounting standards, which includes national standards such as Generally Recognised
Accounting Practice (GRAP) and Generally Accepted Municipal Accounting Practice
(GAMAP).

These above mentioned accounting practices have been adhered to during the development
of the budget. The Municipalityds fin6&RAPI al

When preparing the budget the Municipality has complied with the requirements of the
MFMA circular 28, which requires that the budget content and format must comply with the
Act. The following processes were adhered to:

onal

st at

A The budget is legally compliant

A  The process has a strong political oversi

A Performance of officials should meet the

A Growth and dtegyis tefiegien i the budgetr a

ﬁ There are clear | inkages between the budget an

83
MEDIUM TERM BUDGET 2010/2011 TO 2012/2013



CHAPTER 12
Resolutions

1) That the annual Operating Revenue budget of R1 260 707 919 and Operating
Expenditure budget of R1 260 707 919 including Operational Transfers and
excluding capital transfers for the 2010/2011 Financial Year be approved..

2) That the annual Capital Budget of R204 903 959 Including capital transfers for the
2010/2011 Financial Year be approved.

3) That the following be approved and adopted in respect of Assessment Rates and the
charge to be as follows:

a) The property rates are to be levied in accordance with Council policies, unless
otherwise indicated, and the Local Government Municipal Property Rates Act 2004
and the Local Government Municipal Finance Management Act 2003.

b) Property rates are based on values indicated in the new General Valuation Roll. The
Roll is updated for properties affected by land sub-divisions, alterations to buildings,
demolitions and new buildings (improvements) through Supplemental Valuation
Rolls. All values are as at the date of the roll, being July 2007.

c) Rebates and concessions are granted to certain categories of property usage or
property owner.

d) The definitions and listing of categories are reflected in the Rates Policy.

e) Industrial / Commercial Properties i Undeveloped Land

Al properties other than those defined bel o
residential 0 properties. Thi s |-mthé-narctidos alla | | un
Anaeresidential 06 properties for 2010 / 2011 is p

f) Residential Properties

For all residential properties, as defined per the Rates Policy, the first R 15 000 of
property value will be rebated by an amount equal to the rates payable on a property of
R 15 000 in value.

All residential properties, as defined per the Rates Policy, will be levied a rate which is
rebated by 10%. The cent in the rand for 2010/ 2011 is proposed to be R 0, 0113
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g) Agricultural Properties

Agricultural properties (including farms and small holdings) fall into three categories:

(a) Those used for residential purposes;

(b) Those used for industrial purposes;
(c) Those used for other businesses and commercial purposes

Properties in rural areas deemed to be small holdings that are not used for bona fide
farming, but are wused as residenti al propert
provided that they meet the definition of a residential property as described in the Rates

Policy. Such properties will qualify for the rebate of the first R 15 000 of municipal value

as per the Gener al Val uat i-mthe-r&d.IThe cennidthet he Ar e
rand for agricultural properties or small holdings that qualify for residential status is

proposed to be R 0, 0029

h) Public Service Infrastructure

In terms of the Municipal Property Rates Act, Council may not levy rates on the first 30%
of the market value of Public Service Infrastructure. The remainder of the market value is
rated at the non-residential cent-in-the-rand of R 0, 0269

i) Mines

All Mine properties, as defined per the Rates Policy, will be levied a rate. The cent in the
rand for 2009 / 2010 is proposed to be R 0, 0343

j) Senior Citizens and Disabled Persons Rate Rebate

Registered owners of properties who are senior citizens and/or registered owners of
properties who are disabled persons qualify for special rebates according to gross
monthly household income. To qualify for the rebate(s) a property owner must be a
natural person and the owner of a property which satisfies the requirements for the
residential rebate and must on the 1 July of the financial year:
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occupy the property as his/her normal residence and

be at least 60 years of age or in receipt of a disability pension from the Department of
Social Development and

be in receipt of a total monthly income from all sources (including income of spouses
of owners) not exceeding R 21 000 per annum and

not be the owner of more than one property and

submit the application by 30 September for this rebate for the current financial year,
failing which the rebate will not be granted.

The percentage rebate granted to different monthly household income levels will be
determined according to the schedule below.

The proposed incomes and rebates for the 2010 / 2011 financial year as follows:

Gross Monthly Household Income 2009 / 2010 % Rebate
R1 R 60 000 100%
R 60 001 R 66 000 75%
R 66 001 R 72 000 50%
72 001 R 78 000 25%
78 001 and above 0%

k)

Rebates for Certain Categories of Properties / Property Users

The categories of properties qualifying for exemption and rebates are as per the Rates
Policy.

1)

The Budget for 2010 / 2011 has been balanced using the estimated income from
levying the rates proposed in this report.

m) Provision has been made in the Budget for 2010 / 2011 for the income forgone

n)

arising from the rebates and concessions proposed in this report as detailed in the
Draft Rates Policy.

that in terms of Section 26(1) of the Municipal Property Rates Act, the payment of
any amount owed emanating from the levy of rates as determined on 1 July 2010 is
payable before or on 7 August 2010 and thereafter monthly before or on the date due
as determined in (i) below: with the provision that the date(s) for payment of
assessment rates with regard to owners mentioned in (ii) below shall be determined
as follows:

As regards one half, on 7 October 2010
as regards the balance, on 7 April 2011;

(i) that the payment shall be as follows:
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Other:

10 August 2010
7 September 2010
7 October 2010
8 November 2010
7 December 2010
7 January 2011

7 February 2011

Pensioners:

16 August 2010

15 September 2010
15 October 2010
15 November 2010
15 December 2010
17 January 2011

15 February 2011

7 March 2011 15 March 2011
7 April 2011 15 April 2011
9 May 2011 16 May 2011

7 June 2011 15 June 2011
7 July 2011 15 July 2011

(i) that the following Mines as well as the responsible state institution may pay in
accordance with (n) :

Mines State Institutions
Blyvooruitzicht Gauteng Government
Deelkraal Dept Justice
Doornfontein S.A. Police Services
Elandsrand Dept of Land
Driefontein Dept. Community
Western Deep Levels Development

4) that interest be levied at the rate as determined from time to time by the Premier in
terms of Section 50(A) of the Local Government Ordinance, 1939, (Ordinance 17 of
1939) which has been determined at prime rate with effect from 1 December 1997 by
the Department of Finance on all arrear charges, rates and levies from the day
following the due dates as determined in (i) (d) and (ii) (e) above;

5) That the following electricity tariffs be promulgated in terms of Sections 4 and 11(3)
of the Municipal Systems Act, 2000 (Act 32 of 2000) as the Tariff of Charges:
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Electricity of the Merafong City Local Municipality, provided that the tariffs are
approved by the National Electricity Regulator.

Tariff Structure - Merafong City Local Municipality

Propose | %
Tariff Category Current d change | Comments
1. Domestic
Basic Charge 37.6674 | 43.4418 15.33%
New in Tariff

Block 1 (0 - 50kWh) 0.6000 | -16.11% | Structure
Block 2 (51 - New in Tariff

Energy Charge 350kWh) 0.6300 | -11.91% Struct_ure _
Block 3 (351 - New in Tariff
600kWh) 0.7500 4.87% | Structure
Block 4 (above New in Tariff
600kWh) 0.7152 0.8500 18.85% | Structure

2. Commercial

Basic Charge 355.3680 415.00 16.78%

Energy Charge 0.6125 0.7250 18.37%

*Pre-Paid 0.6125 0.7250 18.37%

3. Industrial

Basic Charge 515.2836 | 594.2765 15.33%

Energy Charge 0.3375 0.4011 18.84%

Demand Charge 103.0594 | 118.8500 15.32%

3. Industrial -3%

Basic Charge 515.2836 | 594.2765 15.33%

Energy Charge - 3

% 0.3375 0.4011 18.84%

Demand Charge -

3% 103.0594 | 118.8500 15.32%

Temporary Power 0.7111 0.8450 18.83%

Streetlights 0.5367 0.6350 18.32%

Council kWh 0.3532 0.4150 17.50%
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that the following Water Tariff be approved and the tariffs be promulgated in terms of
Sections 4 and 11(3) of the Municipal Systems Act, 2000 (Act 32 of 2000) as the

Tariff of Charges: Water of the Merafong City Local Municipality.

Present Proposed | % Increase

0.6kl 5.36 5.69 6.00%
77 15K 5.36 5.69 6.00%
161 35Kl 6.67 7.33 10.00%
36 - 50kl 9.41 10.35 10.00%
51kl and above 11.46 21.80
Business and Industrial 10.15 11.59 14.10%
Special Consumers (schools & 7.67 8.75 14.10%
churches)

Mines Domestic and Operations 6.67 7.61 14.10%

that the following Refuse Removal Tariff be approved and the tariffs be promulgated
in terms of Sections 4 and 11(3) of the Municipal Systems Act, 2000 (Act 32 of 2000)
as the Tariff of Charges: Cleaning Services of the Merafong City Local Municipality:

CLEANSING: (PLUS V.A.T.):

Present Proposed

Residential 1 bin/week R 65.19 R 69.10
Business Bin/week R65.19 R69.10
Business Bin/3 x week R 167.93 R 178.00
Business Bin/5 x week R 241.59 R 256.08
Mini Bulk | 1 MBC/1 x week R 984.60

Containers R 1 043.68
Mini Bulk | 1 MBC/2 x Week R 1553.17

Container R 1 646.36
Mini Bulk | 1 MBC/3 x Week R 2 204.95

Container R 2 337.25
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Mini Bulk

1 MBC/ 5 x Week

Container

R 3917.58 R 4 152.64
Bulk Container 1 Bulk/1 x Week R 14 852.16 R 15 743.29
Bulk Container 1 Bulk/2 x Week R 22 444.64 R 23 791.31
Bulk Container 1 Bulk/3 x Week R 40 641.66 R 43 080.16
Bulk Container 1 Bulk/5 x Week R 66 267.51 R 70 243.57
Waste 6m3 R 324.00 R 343.44
Temporary Per Bin R37.44
Service R 39.69
Bulk Waste Per ms3 R180.27 R 191.09
Special Per m3 R 83.10
Exemption R 88.08
Garden Services | LDV/Trailer R 21.60
Waster R 22.90
Small Animal R 64.92
Carcases R 68.81
Bulky Garden | 1 m3 - 3m3 R 166.19
Waste R 176.16
Bulky Garden | 3m?® and above R 332.39
Waste R 352.34
Building Rubble Per ms3 R 142.82 R 151.39

And that the following Sewerage Tariff be approved and that the tariffs be
promulgated in terms of Sections 4 and 11(3) of the Municipal Systems Act, 2000
(Act 32 of 2000) as the Tariff of Charges: Drainage Services of the Merafong City

Local Municipality:

SEWERAGE: (PLUS V.A.T.):

Residential
Businesses

Businesses large

Churches & Schools

R3.16 per Kilolitre
R3.16 per kilolitre
R3.16 per kilolitre

R1.48 per kilolitre
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Flats & Townhouses R3.16 per kilolitre maximum 50kl
Indigent subsidy R3.16 per kilolitre maximum 50Kkl
Indigents Subsidy based only on first six Kilolitres @ R3.16 ki
9 That the budget of the new Organizational Structure be reviewed when the budget is
revised within six months. The filling of the frozen vacancies will be reconsidered in

line with the actual income generated over the first half of the financial year.

10 That Council approves and adopts the attached Tariff Policy as a policy of Council.
Annexure A

11 That Council approves and adopts the attached Rating Policy as a policy of Council.
Annexure B

12 That Council approves and adopts the budget related policies of council. Annexure
C

13 That council approves the miscellaneous tariffs as included in the tariff policy and
that the tariffs be promulgated in terms of Sections 4 and 11(3) of the Municipal
Systems Act, 2000 (Act 32 of 2000).

14 That council had considered the views of the;

The local community and
The National Treasury and the relevant Provincial Treasury

15 Council resolves that the annual budget of the Merafong City Local municipality for
the financial year 2010/11 and indicative for the two projected outer years 2011/12
and 2012/13 be approved as set-out in the following tables

Table Al Budget Summary

Table A2 Budgeted Financial Performance (By standard classification)
Table A3 Budgeted Financial Performance (By Municipal Vote)

Table A4 Budgeted Financial Performance

Table A5 Budgeted Capital Expenditure

Table A6 Budgeted Financial Performance

Table A7 Budgeted Cash Flow

Table A8 Cash backed reserves / Accumulated Surplus reconciliation
Table A9 Asset Management

Table A10 Basic Service delivery measurement

16) Council resolves that property rates reflected in the Tariff Policy and any other
municipal tax reflected in the Tariff Policy are approved for the budget year 2010/11.

17) Council resolves that tariffs and charges reflected in the Tariff Policy are approved
for the budget year 2010/11 and that the tariffs be promulgated in terms of Sections 4
and 11(3) of the Municipal Systems Act, 2000 (Act 32 of 2000)

18) Council resolves that the measurable performance objectives for revenue from each
source are approved for the budget year 2010/11.
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19) Council resolves that the measurable performance objectives for each vote are
approved for the budget year 2010/11.
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Municipal Managers Quality Certification
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