MARULENG LOCAL MUNICIPALITY
FIVE YEAR FINANCIAL PLAN
2026/2027 - 2030/2031



TABLE OF CONTENTS

NO DESCRIPTION PAGE NO
1. Introduction 3
2, Purpose 3
3 Responsibility 3
4 Capital and Operating Budget Estimates 4
&) Financial Strategy 6
é Strategies and Programmes 7
7 Financial Management policies 10
8 Key Financial Targets 15
9 Key Performance Indicators 15
10 Summary and Concluding Remarks 17




1) INTRODUCTION

This plan is prepared in terms of section 26 (h) of the Local Government: Municipal Systems Act, as ammended,
which stipulates thet o financial plan must be prepared as part of the Integrated Development Plan CIDP).

The five-year financial plan includes an Operating Budget, a Capital Investment Progromme, and the sources of
funding for the Capital Investment Programme, financial strategies and progrommes, various financics|
management policies adopted by council, key financial targets, key performance indicators, ond « b udget
according to the IDP priorities.

2) PURPOSE

To create a medium term strategic financial framework for allocation municipal resources, through the municipal
budgeting process to ensure the financial viability and sustainability of the municipality’s investments <and
operations.

3) RESPONSIBILITY

The finance department collects revenues due to the municipality and pays all amounts due for payrells and
outside vendors. The finance department also manages the investments of municipal funds and municipal
borrowings, if any.

The Finance Department is therefore charged with the responsibility of compiling the financial plan in close
consultation with the municipal manager, heads of department, IDP, Representative forum, and council or the
mayor.

A Finance Portfolio Committee assisted by competent financial planners {Treasurers) should assist in the
formulation of alternative financial strategies to be presented to the IDP Representative Forum under the
leadership of the councillor Responsible for financial matiers.

It is important to note that the priority issue from o financial perspective is the viability and sustainability of the
municipality. This goal can best be achieved through efficient and effective financial management. The plans and
the strategies thot have been formulated were prepared with this in mind,

Maintaining healthy financial base that fully supports municipal services according to mayoral priorities requires
constant vigilance. this two is reflected in restructuring and reshaping municipal services, implementing new
financial management systems , securing sound recurring revenues and making responsible spending adijustments
in light of the revenue growth limitations to achieve o balanced budget.

Budget assumptions and parameters are determined in advance of the budget process to allow budgets to be
constructed to support the achievement of the longer ~term financial and strategic targets.

The municipal fiscal environment is inflyenced by a variety of macro — economic control measures. National
Treasury determines the ceiling of year —on- year increases in the total Operating Budget. Various government
departments also affect municipal service delivery through the level of grants ond subsidies.



4) CAPITAL AND OPERATING BUDGET ESTIMATES

The financial plan includes an Operating Budget (Table 1), the capital investment programme per G FS
Classification (Toble2) and the capital investment per funding source (Table 3) for the five years encRing 30 June
203). The information contained in these tables is based on information available at the time of dra fting this

document and these estimates could therefore possibly change in the future.

As reflected in Table 1 below, the municipality expects to break — even in the period under review. Selected key
assumptions reloting to this budget are as follows.

Government grants are as per Division of Revenue Act; and the estimation are as per municipal popuslations.
The inflation rate has been estimated to be 3.4% to 3.2 % per cnnum.
Growth in the salary and wage bill has been provided for in the budget at 4.1 % per annum, growth in the
remaining expense items in general , range from O -10 % per annum.
Provision has been made for tariff increases relating to property rates at an average of 3.4 % per cnnum,

The amount for contribution expense included in the budget relates largely to leave provision and ther provision

for bad debts.

Equitable share capital portion as well as other conditional grants reflected in the funding sources for capital
investment programme (Table 2) may also be allocated to revenve.

Table 1: Operating Budget ( Revenuve and Expenditure)
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Table 2: Capital Expenditure by vote and funding source
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For 2026/27 an amount of R144.3 million has been appropriate for the development of Transport and roads
which represents 78.89 per cent of the total capital budget. in the outer years this amount totals R137.1 million,
85.7 per cent and R67.6 million, 53.36 per cent respectively for each of the financial years. Transport and roads
receives the highest allocation when compared to other capital expenditure followed by community and social
services by 11.8 percent with an amount of 21.5 million in 2026/27 financial period and finonce and

administration by 8.11 percent with an amount of 4.8 million.

The Capital Expenditure Programme will be subject to the availability of funding.



5. FINANCIAL STRATEGY

Managing municipal finances involves both a strategic and operational component. Strategically, the fimances
must be managed to accommodate fluctuations in the economy and the resulting changes in costs and
revenues. Operationally, the municipality must put in place clear financial geoals, policies, and tools to
implement its strategic plan.
It must be noted that not all municipalities are the same and this should be kept in mind when assessing the
financial health of and the setting of benchmorks for municipality. A municipality can be categorized into
either:

®  Developed - maintenance

®  Developing ~ growing
Maruleng Local Municipality can be cotegorized as o developing — growing municipality. Such municipailities
require significant additional resources and funding to conduct the growth that is expected of them. In contrast,
already developed — mointenance municipalities are mainly concerned with the need to maintain existing
infrastructure.

With the demands for growth, come risks that need to be managed. Wherever possible, the Municipality will
set benchmarks appropriate for a developing — growing municipality and strive to achieve these benchmarks
within the medium term.

As mentioned at the beginning of this plan, the priority from the financial perspective is viability and
sustainability of the Municipality. The financial plan and related strategies will need to address several key
areas to achieve this goal. The areas which have been identified are detailed below.

5.1 The Financial Fram rk

3.1.1 Revenue Adequacy and Cerlainty

It is essential that the municipality has access to adequate sources of revenue, from both its own operations and
intergovernmental transfers, to enable it to carry out its functions .it is furthermore necessary that there is a
reasonable degree of certainty with regard to source, amount and timing of revenue. The Division of Revenue Act
has laid out the level of funding from national government that will be received in 2026/27 10 2030/31
financial years.

It Is important to track the respective sources of revenue received by the municipality as they can be quite
different and can vary substantially depending upen the phase that the municipality is in. Knowledge of the
sources of funds will illustrate the municipality ‘s position more accurately. lts ability to secure loans relative to its
Income streams and its borrowing capacity.

N Liquidit ition

Cash and cash management is vital for the short- and long-term survival and good manogement of any
organisation. The appropriate benchmark s which can assist in assessing the financial health of the municipality is:

The current ratio expresses the current assets as a proportion to current liabilities. “current “refers to those assets
that could be converted into cash within 12 months and those liabilities which could be setiled within 12 months .A
current ratio in excess of 1.3 is considered to be healthy.

Debtors’ collection measurements have a great impact of liquidity of the municipality.

Il Sustainability

The Municipality needs to ensure that the budget is balanced (income covers expenditure ).As there are limits on
revenue , coupled with the increcsed reliance on government gronts to fund operational needs |, it is necessary to
ensure that the services are provided ot levels that are affordabile and that the full costs of service delivery are
recovered .

However, to ensure that households which are too poor to pay for even a proportion of service costs, af least
have access to basic services, there is a need for subsidisation of these households.



.  Effeclive and Efficient Use Of Resources

In an environment of limited resources, it is essential that the municipality make maximum use of the resources at
its disposal by using them in an effective, efficient and economical manner. Efficiency in operations and
investment will increase poor people ‘s access to basic services.

IV.  Accouniability, Transparency and Good Governance

The municipality is accountable to the people who provide the resources, for what they do with the resources. The
budgeting process and other financial decisions must therefore be open to public scrutiny and participa-tion. In
addition, the accounting and financial reporting procedures must minimise opportunities for corruption. i4 is also
essential that accurate financial information is produced within acceptable timeframes.

V. 9 SN
The municipality must treat people fairly and justly when it comes to the provision of services. In the samve way,

the municipality should be treated equitably by national and provincial government when it comes to inter-
governmental transfers, “The equitable share “from national government will be used primarily for targ eted
subsidies to poorer households. In addition, the municipality reserves the right to cress subsidize betweer high-
and low-income consumers within a specific service or between services.

VI.  Development and Investment

To deal effectively with backlegs in services there is a need for the municipality to maximise its investmeant in
municipal infrastructure (see table 2). In restructuring the financial systems of the municipality, the underl ying

policies should encourage the maximum degree of private sector investment.

Vil. Macro-E¢onomic Investment

As the municipolity plays a significant role in the areq, it is essentiol thot it operates efficiently within the national
macro — economic framework. The municipality ‘s financial and developmental activities should therefore support

national fiscal policy.

VIl. Borrowing

The strong capital market in South Africa (banks and other lending institutions like DBSA, etc) provides additional
instrument to access financial resources. However, it is clear that the municipality cannot borrow to halarce its

budget and pay for overspending.

Safeguoards need to be put in place to ensure that the municipality borrows in a responsible way. In order to
have access to this market, the Municipality will need to have accurate and appropriate financial accounting

policies and procedures ond effective reporting systems.
The manner in which the municipality manages debt or takes on new debt to finance activities will have «

significant impact on the solvency and long — term viability of the council.

6, STRATEGIES AND PROGRAMMES

With the above financial framework as a background, strategies and programmes have been identified and
form part of the financial plan to achieve the desired objective = the financial viability and sustainability of the
municipality. In terms of time frames, each of the projects have been identified will be embarked on and

completed during o five-year plan.
6.1 Revenve Raising Sirategies and Programmes

The following are some of the more significant program that has been identified:
The development and implementation of a credit control and debt collection policy.
This policy and relevant procedures will detail all areas of credit control, debt collection of amounts billed to

consumers, procedures for non- payment, etc.

The development and implementation of an indigent support policy.



This policy will define qualification criteria of an indigent, the level of free basic services that will be enjoyed by
indigent households, penalties for abuse, etc.

The development and implementation of a uniform tariff policy.
This policy will ensure that fair tariffs are charged in a uniform manner throughout the municipal area.

The development and implementotion of a customer incentive policy
This policy will detail the incentive and prizes that will be made available to encourage customers to pay their
accounts promptly,

Project consolidate ~ Free basic services, billing systems and municipal service debt

This project aims to enhance the delivery of free basic services to poor households and assist the municipality in
developing innovative, reliable and integrated billing systems that would allow for improved delivery of services
ond an effective and efficient billing system for the debtors / consumers of the municipality.

Improved Payment Strategy

This strategy aims at implementing innovative cost-effective processes to encourage customers to pay theeir
accounts fully on time every month. Ensure that effective and efficient customer care and repayment procedures
are implemented.

Customer care and Prepayment
Ensure that effective and efficient customer care and prepayment procedures are implemented.

Ensuring Effective and Efficient Customer Services

The municipality ‘s technological advancement needs must be continually assessed and updated. The municipality
must perform an analysis of strategies to strengthen its Citizens Relationship Management systems that shoyld
result in operational efficiencies and improved customs service. An implementation plan must be developed to
improve the handling of citizen service calls and implement supporting technolegy in selected front - line
agencies

6.2 Asset Management Strategies and Programmes

The following are some of the more significant programs that has been identified:

The implementation of o fixed asset register and asset control system as well as maintenance thereof,

This programme will involve the formulation of policies regarding fixed assets, the purchase of suitable system,
and the capture of all assets onto this system and the maintenance of this system in terms of GRAP requirements.
The development and implementation of a disaster recovery plan,

This plan will detail the procedures to be followed regarding the operations and administration of the
municipality in the event of a disaster, to ensure that there is the least possible disruption ond loss of service
rendition. The plan will detail alternative locations, IT arrangements, back —up / start — up procedures, etc.

The establishment of a disaster recovery centre the building and or equipping of an olternative site from which to
manage the municipality ‘s operations, in the event of a disaster rendering the current operational centres
unusable.

The development and implementation of a repairs and maintenance policy.

Such a policy will set out the details regarding repairs and maintenance of all assets categories e.g.
Infrastructure assets, buildings, motor vehicles, etc. the intention is to ensure that planned and preventive
maintenance is alwoys on going

The development and implementation of fleet management systems. This system will ensure that the municipality 's
fleet is managed in the most effective manner and that up- to- date and comprehensive e information required
for the fleet is readily available.



6.3 Financial Management Strategies and Programmes

The following are some of the more significant programs that has been identified:

The development and implementation of an integrated information technology plan.

Such a plan will ensure that the municipality ‘s IT needs are met in the most cost-effective manner, that the IT
resources are well — managed and secured and that the administrators ond users are well -trained.

Integration of alt computerised systems and acquisition of hardware and software required.

Financial management is supported through the municipality ‘s Munsoft accounting systems. This integrated
financial management system is designed to track and control s daily activities and report the financial position
and performance of the municipality. This system supports the rigorous monitoring control and reporting
requirements required of the municipality.

The integration of all other computerised to this financial management system and the acquisition of the: required
hardwore ond the software must be finalized to ensure that information is accurate, relevant and prom pt, which
in turn will facilitate the smooth running and effective management of the municipality.

Upgrading and restructuring of the budget office in line with the budget reform process initiated by National
Treasury. This will result in better control of expenditure and improved reporting.

6.4 Capital Financing Strategies and Programmes
The following are some of the more significant programs that has been identified:

The development and implementation of a debt capacity policy

This policy will ensure that any borrowings taken by the municipality will be done in a responsible manner and
that the repayment and servicing of such a debt will be affordable.

The development and implementation of a large-scale economic policy.

This policy, including targeted procurement, will set out ways in which the municipality can become more effective
in attracting large scale economic investment. It will be the framework to provide an environment that is investor
friendly, efficient (with quick decision — making ability) and will detail any incentives, which may be given to
attract large business.

The development and implementation of & policy for accessing donor finance

This policy wilt create a framework for the accessing of funds from local and overseas donors. It will detail the
type of project s for which funding will be sought, the procedures to be used and donor conditions which are
acceptable or unacceptable.

6.5 Operational Financing Strategies and Programmes

The following programme has been identified:

Investigation of service delivery options and public/private partnerships

This refers to the ongoing investigation into how the Municipality can service the community in the most efficient
and effective manner, including an investigation of public/private parmerships for service delivery.

6.6 Sirategies to enhance Cost-effecliveness

The following are some of the more significant programmes that have been identified:

The establishment of benchmarks and performance indicators are paramount. This will include:
» Training and development of financial { and other) staff
The aim of this project will be to constantly ensure that the financial staffs (and other) receive
the training they require to ensure a cost — effective and efficient service of the municipality,

»  Enhanced budgetary controls and timeliness of financial data



To improve the operation of the budget office, in respect of producing financial infearmation
and the monitoring and reporting of budget variances. Some of the more significan® measures
of acceptable performance in this area will be, financial bottom line matched to forecast to a
10% variance level, receipt of unqualified audit reports, monthly financial statemerats
produced within 10 working days of month end, etc.

7) FINANCIAL MANAGENT POLICIES
7.1 General Financial Philosophy

The financial policy of the Maruleng Municipality is to provide a sound financial base and the resources
necessary to sustain o satisfactory level of municipal services for the citizens of the municipality.

It is the goal of the municipality to achieve a strong financial position with the ability to:

Withstand local and regional economic impact

Adjust efficiently to the community ‘s changing service requirements

Effectively maintain and improve and expand the municipal infrastructure ;

Manage the municipality ‘s budget and cash flow to the maximum benefit of the community ;
Prudently plan , coordinate and implement responsible and sustainable community
development and growth;

» Provide a high level of social services to assure public health and safety

VVVYVYY

Maruleng Municipality's financial policy shall address the following fiscal goals:

% Keep the municipality in o sound financial position in both the short and long term ;

»  Maintain sufficient financial liquidity through regular reviews and adjustments to meet normal
operating and contingent obligations ;

> Apply a credit control and debt collection policies which maximise collection while providing

relief for the indigent;

Credit control and debt collection policies that recognises the basic policy for customer care

and convenience

Operate utilities in a responsive and fiscally sound manner ;

Maintain existing infrastructure ond capital assets;

Provide framework for prudent use of debt financing ;

Direct the municipality's financial resources toward meeting the goals of the municipality's

Integrated Development plan.

A4
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7.2 Budget Policies

The annual budget is the central financial planning document that embodies all operating revenue and
expenditure and capital budget decisions. It establishes the level of services to be provided by such department,

The municipal manager shall priorities in the formulation of the preliminary and final budget proposal.

The budget will be subject to a monthly control and be resorted to council with recommendations of action to be
taken to achleve the budget's goals. The budget will be subject to a mid- term review, which may result in an
adjustment budget. The budget shall balance recurring operating expenses to recurring operating revenues.

The budget will have Revenue plans based on realistically expected income and expenditure figures. Plans will
be included to achieve maximum revenue collection percentages.

7.3 Capital Infrastruciure Invesiment Policies

The municipality will establish and implement a comprehensive rolling five years Capital Investment Plon (CIP).
This plan will be updated annually. The capital planning process must be synchronized with the annual operating
budget cycle, allowing for the regular reassessment of capitol needs and projections, as well as the update of

10



the rolling five year capital plan. An annual copital investment budget will be developed and adoptecd by the
municipality as part of the annual budget. The Municipality will make all capital improvements in accor dance with
the CIP. Unexpected capital project budget shall not be carried forward or rolled over to future fiscal years
unless the projected Expenditure is omitted or funded from grant funding.

Routine and administrative capital needs shall be financed from current revenues (Capital Replacement Reserve)
as opposed to the issuance of long = term debt. The municipality will maintain all assets ot o level adecyuate te
protect the Municipality’s capital investment and to minimize future maintenance and replacement costs..

7.4 Revenve Policies

The municipality will estimate annual revenues through a conservative, prudent, objective and analytica | process
based on realistically expected income. The municipality will consider market rates charged levied by other
public and private orgonisations for similar services in establishing tariffs and charges. The municipality will set
fees and user charges at a level that fully supports the total direct and indirect cost of operations. Tariffs will be
set to reflect the Development and Social Policies of the Municipality. The municipality will continue to iclentify
and pursue grants and appropriations from provincial and national government and other agencies that are
consistent with the municipality's goals and strategic plan. The municipality will follow an aggressive policy of
collecting revenues.

7.5 Credit Control and Debt Collection Policies and Procedures

The municipality must adopt a credit control and debt collection policy
The principles supported in this policy, amongst others, should cover ot least the following:

¢ The administrative integrity of the municipality must be maintained ot all costs. The demacratically elected
councillors are responsible for the policy making, while it is the responsibility of the Municipal Manager to
ensure the execution of these policies.

®  All customers must complete an official application form, formally requesting the municipality to connect them
to o service supply. Existing customers may be required to complete new application forms from time to time,
as determined by the municipal manager.

® A copy of the application form, conditions of service and relevant exactions of the council ‘s credit control
and debt collection policy and by —lows must be handed to every customer on request, ot such fees as may
be prescribed by council.

¢  Billing to be accurate, timeous and understandable.

*  Customer is entitled to reasonable access to pay points and to o variety of reliable payments methods.

®  Customer is entitled to an efficient and effective and reasonable response to appeals and should suffer no
disadvantage during the processing of a reasonable appeal.

¢  Enforcement of poyment must be prompt, consistent and effective.

®  Unauthorised consumption and connection and re- connection, the tempering with or theft of meters, service
supply equipment and the reticulation network and any fraudulent activity in connection with the provision of
municipal services will lead to disconnection, penalties, loss of rights and criminal prosecutions.

® Incentives and disincentives may be used in collection procedures,

®  The collection process must be cost- effective.

®  Results will be regularly and efficiently reported by the Municipal Manager and the mayor.

® Application forms will be used o, inter- alias, categorise customers according to credit risk and to determine
relevant levels of service and deposits required.

* Targets for performance in both customer service and debt collection will be set out and remedies
implemented for non — performance.

The policy document must, amongst others cover:
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Duties and Functions of Council, Mayeor, Ward Councillors, Municipal Manager ond of the communitties.
Area of Application

Application of services

Deposits and guarantees

Accounts and billing

Metering of services

Customer Assistance Programmes
Communication

Payment facilities and Methods

Enquiries and appeals

Tenders for business

Debt collection

Theft and fraud

Reporting and performance management
Income collection target

Application of the policy

Impact of the National Credit Act.

A document titled “Debt Collection Procedures “must support or form on integral part of the Credit Control and
Debt Collection Policy.

7.6

7.7

indigent Support Policy
An indigent support policy must be adopted by council.

This policy should identify the conditions thot must be satisfied to be regarded as an indigent and the
process to be followed to apply for indigent status.

The form of subsidy is identified, as is the process of auditing the indigent applications.

In addition, procedures which will be followed in the event of a death of an indigent and a false indigent
application must be covered. Finally, the treatment of the outstanding debt of a customer on becoming an
indigent must be addressed.

Invesiment and Cash Management Policies

In terms of the Municipal Finance Management Act, Act 56 of 2003, and section 13 (2):"Each Municipal
Council shall adept by resolution an investment policy regarding the investment of its money not immediately
required.

Investment of the municipality shall be undertaken in a manner that seeks to ensure preservation of capital in
the overall portfolio. The portfolio shail remain sufficiently liquid to enable the municipality to meet daily
cash flow demands and conform to all state and local requirements governing the investment of public funds.
The preservation of the principal amount is the foremost objective of the investment program.

The municipality will continue with the current cash management and investment practices, which are designed
to emphasize safety of capital first, sufficient liquidity to meet obligations second and the highest possible
yield third.

Investments shall be made with care, skill, practice and diligence. The approach must be that which a prudent
person acting in a like capacity and familiar with investment matters would use in the investment of fund of
like charocter and with like aims , to safeguard the principal amount and maintain the liquidity need of the
municipality . The standard of prudence to be used by investment officials shall be the “prudent person
“standard and shall be applied in the context of managing an overall investment portfolio.

Investment officials are required to:
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o) Adhere to written procedures and policy guidelines.
b) Exercise due diligence

c) Prepare all reports timeously

d) Exercise strict compliance with all legislation

The municipality shall attempt to match its investments with anficipated cash flow requirements. Unless m atched to
a specific requirement, the municipality will not directly invest in securities maturing more than two years from
date of issue.

The municipality ‘s financial information systems will provide adequate information concerning cash position and
investment performance. The municipality will not invest monies in contradiction to the policy guidelines cxs
adopted by council. The Municipality is also discouraged from investing more than 30 %cf available funds with o

single institution.

The minister of finance may identify by regulation of section 168 of the Municipal Finance Management Act,
instrument or investments other than those referred to below in which municipality may invest.

7.8

*  Deposits with banks registered in terms of the Banks Act 1990 (Act no 94 of 1990);

®  Securities issued by the National Government:

*  Investment with the public investment commissioners as contemplated by the Public Investment
Commissions Act 1984 (Act no 5 of 1984);

® listed corporate bonds with an investment grade rating from a nationolly er internationally recognised
credit rating agency;

®  Deposits with the corporation for public deposits as contemplated by the corporation for public deposits
Act 1984 (Act 46 of 1984)

*  Bankers' acceptance certificates or negotiable certificates of depasits of banks registered in terms of o
banks Act 1990 (Act 94 of 1990) ;

*  Municipal bonds issued by a municipality;

e  Guaranteed endowment policies with the intention of establishing a sinking fund; and

¢ Repurchase agreements with banks registered in terms of the Bonks Act, 1990 {Act 94 of 199Q)

Investment and Cash Management Policies

The Financial Department manages all municipal borrewings. The municipality's cash flow must be carefully
managed and anchored by ot least quarterly loon draw downs, so as to eliminate the need for short =term
borrowings, Guidelines must be established by the Treasury Department to set forth the municipalitys
management policies toward rapidity of debt repayment, affordability, the limitations on the level of
variable rate debt the municipality will issue and the target savings amount on debt to be refinanced.

The municipality shall incur a debt only when necessary to meet a public need and when funding fo r such
project is not available from the current revenues, reserves or other sources.

Long term borrowings will be used to finance capital programmes, including refurbishment, as approved in
the municipality ‘capital investment plan.

Capital projects financed through the issuance e of debt shall be financed for a period not exceeding the
expected useful life of the project.

The municipality will not incur debt to finance current operations,

Leasing options, after ¢ cost benefit analysis, may be used os ¢ medium- term method o f borrowing for the
finoncing of vehicle, computers other specialised types of equipment, or other capital refurbishment
programmes.
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7.9 Assel management Palicy

The objective of the asset management policy is to prescribe the accounting and odministrative pe licies and
procedures relating to Property, Plant & Equipment (PPE). which are fixed assets of the Maruleng
Municipality.

A summary of the principle supported in this policy amengst others, should cover:

A fixed asset shall mean an asset, either movable or immovable, under the control of the
municipality, and from which the municipality reasonably expects to derive economic benefits, or
reasonably expects to use in- service delivery, over a period extending beyond 12 menths.

The fixed asset register shall comply with the requirements of Generally Recognized Accounting
Practice (GRAP) and any other accounting requirements, which may be prescribed.

Fixed assets are classified under the following heading:

Land

Infrastructure assets

Community assets

Heritoge assets

Investment properties

Other assets

Every Head of Department shall be directly responsible for the physical safekeeping of any fixed
asset controlled or used by the department in question,

PPE is stated at cost less accumulated depreciation or fair value ot date of acquisition less
accumulated depreciation where assets have been acquired by grant or donation.

Subsequent expenditure relating to property, Plant and equipment Is capitalised if it is probable
that future economic benefits or potential service delivery of the asset are enhanced in excess of
the originally assessed standard of performance. If expenditure only tore's the originally assessed
standard performance, then it is regarded as repairs and maintenance and is expensed. The
enhancement of an existing asset, so that it's use is expanded or; the further development of an
asset so that its original life is extended, are examples of subsequent expenditure which should be
capitalized.

Assets are capitalised according to o capitalization criterion and all expenditure below a
capitalisation thresheld, as determined in the approved policy, is expensed when incurred
Depreciation is calculated on cost , using a straight-line method, over the estimated useful lives of
the assets

Heritage assets, which are defined, as culturally significant resources, are not depreciated as there
are regarded as having an infinite life. In general, Land is also not depreciated for the same
reasons; the exception to the policy is that cemetery land ond landfill sited are depreciated.
Incomplete construction work Is stated at historic cost.

The carrying amount of an item or a group of identical items of PPE will be reviewed petiodically in
order to assess whether or not the recoverable amount has declined below the carrying amount.
When such decline has occurred the carrying amount will be reduced to the recoverable amount
(olso termed as impairment of assets). The amount of the reduction will be recognised as an
expense immediately, unless it reverses a previous revaluation, in which case it will be charged to
the revaluation non-distributable reserve.

Assets are eliminated from the statement of financial position on disposal or retirement.

The difference between the net book value of assets (cost less accumulated depreciation) and the
sales proceeds is reflected as a gain or loss in the statement of financial performance ,
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7.10

Asset management Information

To ensure that assets are adequotely maintained, a programme for the planned maintenance and
replacement of all fixed and movable assets is essential.

The magnitude of differed maintenance due to past lack of funding must be reviewed, quantified cind
appropriate steps taken to address same within these next five years, whilst at the same time ensuring thot
the current and ongoing preventative maintenance plan does not fall behind and end up as unbudgeted for
differed maintenance in future years.

8 KEY FINANCIAL TARGETS

The multi = year budget is underpinned by the following key financial target assumptions:

& Tariff increase,

&  Macro Growth factor indicator

e Capital Charges
o Total expenditure increases allowed {excluding repairs and maintenance)

& |ncrease in repairs and maintenance.

9 KEY PERFAMANCE INDICATORS

Table 5 overleaf, gives details of commonly used financial ratios / benchmarks. The information in this table
is the targeted position the municipality shall strive to achieve year on year, over the next five financiol

years.

TABLE 5: Targeted Rotio Analysis / Financial Benchmarks, Year on Year, over the next five financial years
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10. SUMMARY AND CONCLUDING REMARKS

The five-year financial plan Includes an Operating Budget, o Capital Investment Progromme, and the Seurces of
Funding for the Capital Investment Programme, financial strategies and programmes, various finances.
Management policies adopted by Council, key financial targets, key performance indicators, and o bud get
according to the IDP prierities.

A municipality can be categorized as either:
* Developed - maintenance
* Developing - growing

Maruleng Local Municipolity can be categorized os o developing - growing municipality, Such o municip ality
requires significant additional resources and funding to conduct the growth that is expected of it. In contrast,
already developed - maintenance municipalities are mainly concerned with the need to maintain existingg
infrastructure.

The five-year financial plan forms an integral part of the integrated development plan of the municipality. These

exact ingredients are in fact the financial plan, for without it being included in the integrated development plan,
service delivery would cease to exist,

11. RECOMMENDATIONS

That Council approved the five-year financial plan to be integrated with integrated development plon and
budget.

SIGNED BY % DATE 28 (%7’6

MUROA ML
ACTING MUNICIPAL MANAGER

COUNCIL RESOLUTION \.C)(X)_P! 05 ! 2076
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