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FIVE YEAR FINANCIAL PLAN: 2024. 2029

1) INTRODUCTION

This plan is prepared in ferms of section 26 (h} of the Local Government: Municipal Systems Act, as amended,
which stipulates that a financial plan must be prepuored as part of the Integrated Development Plan (IDP}.

The five year financial plan includes on Operating Budget, a Capital Investment Programme, and the sources of
funding for the Capital Investment Progrumme, financial strategies and programmes, various financial
management policies adopted by council, key financial targets, key performance indicators, and a budget
accerding to the IDP priorities.

2) PURPOSE

To create @ medium term strategic finoncial framework for allocation municipal resources, through the municipal
budgeting process in order to ensure the financial viability and sustainability of the municipality's investments and
operations.

3} RESPONSIBILITY

The finance department collects revenues due fo the municipality and pays all amounts due for payrolls 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 ptan in close
consultation with the municipal maneger, heads of department, IDP, Representative forum, and council or the
mayor.

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

It is important to note that the priority issue from a 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 that have been formulated were prepared with this in mind.

Maintaining healthy financial bose 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 adjustments
in light of the revenue growth limitations in order to achieve a 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 influenced by o 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 Jevel of grants and subsidies.




4) CAPITAL AND OPERATING BUDGET ESTIMATES

The financial plan includes an Operating Budget (Table 1), the capital investment programme per GFS
Classification (Table2) and the capital investment per funding source (Table 3) for the five years ending 30 June
2029. The information contained in these tables is based on information available at the time of drafting 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 relating to this budget are as follows.

Government grants are as per Division of Revenue Act; and the estmation are as per municipal populations.
The inflation rate has been estimated to be 5.3% to 4.7 % per annum.

Growth in the salary and wage hill has been provided for in the budget at 5.4 % per annum , growth in the
remaining expense items in general , range from 0 -10 % per annum .

Provision has been made for tariff increases relating to property rates at an average of 5 % per annum.

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

Table 1: Operating Budget ( Revenue and Expenditure)

Choose name from list - Table A4 Budgeted Financial Performance (revenue and expenditure)

202324 Medium Term Revenue & Expenditure

Description Ret| 201020 | 2020021 2021122 Current Year 2022/23

| Framework

[ — .| Audited Audited Audited oOciginal | Adjusted Full Year Pre-audit Budget Year | Budget Year | Budget Year

Outcome OGutcome Outcome Budget | Budget Forecast outcome 202324 +12024125 | +2 202526

Revenue | ] I

Exchange Revenue | ] |
Service charges - Elecrcity | 2] - - - g - N |
Service charges - Weer L2 of 2.3 [} - - - 3 -1
Service charges - Wase Womr Management | 2 | o| (2.177] o - = N | 5
Service charges - Wesle Management tz 3735 3.979 4387 4775 4,900 2500 2,900 5,200 5.455 5711
Saie of Goods and Rendening of Services i 1811 1,984 2,806 3828 | 3,236 | 3,23 3,236 3414 | 3.581 3749
Agency services | - - 216 13,300 | 13,380 | 13,380 13,300 14,089 | 14,779 15474
Irierest | - - - - - - - =5 - -
Inerest samed fom Recen abies | 9,301 13,150 14,315 8872 4691 4,891 4,601 2,340 5,182 5426
Inrest samed tom Cument and Non Current A% | 7.297 4183 4,409 4,500 6,500 6,500 §.500 7.000 7.343 7,668
Dwidends | ‘ - - - - - - - - - -
Rent on Land | i = - = - - — = = = =
Renwmf fom Fixed Asses 1 SO - - - 445 445 4435 245 483 491 514
Licence and permis | 1 2.515 2518 2,515 2,515 2,706 2,832 2955
Cperatonal Revenue | 233 | 4s8 | 455 456 483 508 530

Non-Exchange Revenue i
Propery raws 125,556 125,555 125,556 125,556 132,444 138,934 145 454
Surcharges and Taxes - = - - = - =
Fines, penaites and forlets &0 €90 830 630 759 795 834
Licences or permits - - - - - - -
Transter and subsuies - Oparasonai 157.000 157 157,000 157,000 166,133 178,728 175,295
Inierest 4591 8,672 8872 8,872 9,342 9,800 10,250
Fusi Levy = ~ = =~ - - o
Cperatonal Revenue - = = = = & =
Gaing on Gsposa of Assen - -1 - - - - -
COther Gains - = = - = = -

Dscontnued Operations: i - o R -

Total Kevemie {xcluding capiial tram 3MAee} w2l e L.
Empicy e relaed cosn 93.565 | 80,051 | 90,051 90,051 103,132 107,960
Remuneraton of councilors 11,482 | 12,185 | 12185 12,185 12,801 13,402
Bulk purchases - elecicity 1,500 1,000 | 1,000 1,000 1,049 1,098
veniey consumed 2,500 5650 5.650 3.760 5.455 5711
Debt impairment 23,400 23,400 | 23,400 23400 25,700 26,908
Deprecision and EMOrESICA 32.750 30,750 20,750 30,750 23,637 35428
erest 850 &50 | 850 850 8oz | 934
Contracted services | 43,660 29620 29,620 49620 29,943 §7.223
Transiers &nd Subs:Ses t - - - - - - [
¥rrecov ersble Geow writen of 29,402 35,856 - ~ &
Coeratonsl costs 30.996 34,137 57,428 61.628
Losses on dispoasl of Assess 558 114 550 224
Ober Lopas : 1 et AR ot R

Totai Expenditure ! 218,572 263,505 311,145

Surplus/(Deficity i 82,793 | 58,645 62,765
Transters and subsidies - capnal (monetary | 6 26,817 48,295 | 41,450 33.984
Transfers and subsufies - A0 (n-kind) L e = - - =

Surplus/(Deficit) after capital ransfers & 86,795 129,009 100,095 96,743

contributions |
ncome Tax £ - & &

Surplus/(Deficit) after income tax | TUUeeTs T 129089 100,995
Share of Surphus/Deficit arituiabie 1T Joint Ventre = Z =
Share of Surplus/Defcit arbumble © Mnortes | = = RO 25| - =

Surplus/[Deficit) attributable to municipality | | 86,735 129,089 | 100 095 108,619 96,749
Share of Surplus/Detex amdutbie © Associme | 7 = = - = =

__Imercompany /Parest subsidiary yansacions | L. i = 5 - - -

Surplus/(Defncit) for the year 86,735 179,089 100,095 108,619 | 96.749




Table 2: Capital Expenditure by vote and funding source

Vote Description Ref

01920

Choose name from list - Table A5 Budgeted Capital Expenditure by vote, functional classification and funding

Current Year 202223

202324 Medium Term Revenue &
Expenditure Framework

Audited
Outcome

Full Year
Forecast

Pre-audit

Budget Year | Budget Year | Budget Year
IV +1 02425 | 2NN

Voie 1 - EXECUTNVE AND COUNGL
Vo 2 - BUDGET AND TREASURY

Vor 3- CORPORATE SERVICES

Vo 4 - PLANNING AND DEVELOPMENT
Vo 5 - COMMUNITY AND SOCIAL SERVICES
Voie & - SPORT AND RECREATION i
Vot 7 - WASTE MANAGEMENT

Vot § - WASTE WATER MANAGEMENT
Voke 9 - ROADS AND TRANSPORT

Voe 10- WATER

Vo 11- PUBLIC SAFETY

Vole 12- ELECTRICTY DISTRBUTION

~

Capital multi-year expenditure sub-total

to be appropriated 2
Viote 1 - EXECUTIVE AND COUNCE |
Vote 2- BUDGET AND TREASURY i
Vo 3 - CORPORATE SERVICES
Vol 4 - PLANNING AND DEVELOPMENT
Vot § - COMMUNITY AND SOCIAL SERVICE!
Vot 6 - SPORT AND RECREATION ]
Vo 7 - WASTE MANAGEMENT
Vol & - WASTE WATER MANAGEMENT
Vo § - ROADS AND TRANSPORT
Vot 10- WATER
Vo 11 - PUBLIC SAFETY
ok 12. ELECTRICTY DISTRBUTION
Vo 13.
Vole 14
Vo 18-
il o pendiicy mub ot
Total Capital Expenditure - Vote

150
(50721
17697
151,706

Capital Expenditure - Fynctional

Governance and administration (55,922} 508 752 975 .50 5,800 8,800 11,600 4,690 9,410
Executve and counci 150 - - 1,500 1,500 1,500 1,500 - - -
Finance and admunsstaton (56,072 5083 B2 3,250 7,300 7,300 7.%0 4,600 45% 9470
Tniemal audit - - - - - - - - - -

Community and public safety | 17,697 2,862 6739 1054 12,388 12,380 12,380 6,156 2199 200
Communy and SCCl SerVices i 17,657 2862 873 18,550 12,380 12,380 12,30 5,150 2189 20
Sport and recreaton i - - = - - = - - = -
Publc sakey | - - - - - - - - - -
Housing ! - = - = = = - = = -
Heat ? - = = - - - - - = -

Economic and eavironmental services (57,990 min prrk 12773 126,391 128,351 128,35 143 916 112,944 128,274
Planning and dev elopment (192,262 12511 2183 2,250 150 2250 220 1,600 1,700 1,20
Road yansport 134,272 198,111 720,348 110,523 126,101 126,101 126,101 142,316 111,244 127,074
Environmenta prolecion - - = - - - - - 5 -

Trading services %3 31 1,120 - - - - - - -
Esergy sources i 963 31 1,120 - - - - e - =
Warer management i = -1 - < = - - s A e
Watte waler management - — - = — 2 - = - =
WWasie management - -1 = = = = - - - -

Other - - - - - - - - - - -

Total Capital Expenditure - Fi | 3 95,251} 219,698 ¢ 25,114 142,073 149531 149,51 148,531 161,666 119,833 137 944
Funded by.
Nafonal Govemment 83,826 7% B8 pokorad ® 73 3873 TN 25916 26,873 28074
Provinciai Government - - - - - = - - - -
Disrict Municipaity - = a - = = - e - -
Transters and subsidies - capial (in-kind) . - a - - - - - i -

Transfers recognised - capital 4 [17) 347% 36,298 M 47 uIH I 5316 %973 8074

Borrowing 8 - = - - = = - = = -

Internally generated funds 2,514 184,853 174,707 417,150 144,800 114,800 114,800 135,750 92,880 108.870

Total Capital Funding 7 106,339 N4 211,006 142,073 148 531 149 531 149,531 161,866 119,833 137,944




For 2023/24 an amount of R142.3 million has been appropriated for the development of Transport and roads
which represents 66 per cent of the total capital budget. In the outer years this amount totals R111.2 millien, @3
per cent and R127 million, 93 per cent respectively for each of the financial years. Transport and roads receives
the highest allocation when compares to other capital expenditure followed by finance and administration by 7
percent with an amount of 11.6 milllon in 2023/24 financial period and community and social services by 3.8
percent with an amount of 6.1 million.

The Capital Expenditure Programme will be subjeet to the avaitability of funding.

5. FINANCIAL STRATEGY

Managing municipal finances involves both a strategic and operational component. Strategically, the finances
must be managed to accommodate fluctuations in the economy and the resulting changes in costs and
revenues. Operaticnally, the municipality must put in place clear financial goals, 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 benchmarks for o municipality. A municipality can be categorized into
either:

¢ Developed — maointenance

* Developing — growing
Maruleng Local Municipality can be categorized as a developing — growing municipality. Such municipalities
require significant additional resources and funding to conduct the growth that is expected of them. In contrast,
already developed — maintenance 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 wili
set benchmarks appropriate for a developing — grewing municipality and strive to achieve these benchmarks
within the medium term.

As mentioned at the beginning of this plan, the priority fram the financial perspective is the viability and
sustainabllity of the Municipality. The financial plan and related strategies will need to address o number of key
areas in order to achieve this goal. The areas, which have been identified, are detciled below.

5.1 The Finangigl Framework
5.1.1 Revenve Adequacy and Cerlainty

It is essential that the municipality has access to adequate sources of revenue, from both its own operations and
Intergovernmental transters, to enable it to carry out its funclions .it is further more necessary that there is a
reasonable degree of certainty with regard to source, amount and fiming of revenue. The Division of Revenue Act
has laid out the level of funding from national government that will be received in 2023/24 to 2025/26
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 upon the phase that the municipality is in. Knowledge of the
sources of funds will llustrate the municipality's position mere accurately. lts ability to secure loans relative to its
income streams and its borrowing capacity.

1. Cash { Liguidity posilion

Cash ond cash management is vital for the short and long term survival and good management of any
organisation. The appropriate benchmark s which con 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 1 2 months and those liabilities which could be setifed within 12 months .A
current ratio in excess of 1.3 is considered to be healthy.

Debtors' collection measurements have o great impact of liquidity of the municipality.

Ik Sustainability



The Municipality needs to ensure that the budget is balanced (income covers expenditure }.As there are limits on
revenue , coupled with the increased reliance on government grants to fund operational needs , it is necessary fo
ensure that the services are provided at levels that are affordable 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, at least
have access to basic services, there is a need for subsidisation of these households.

([ Effective 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. Accouniahility 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 fo public scrutiny and participation. In
addition, the accounting and financial reporting procedures must minimise opportunities for corruption. it is also
essential that accurate financial information is produced within acceptable timeframes .

V. Equity and Redisfribution
The municipality must treat people fairly and justly when it comes to the provision of services. In the same way,
the municipality should be treated equitably by natienal and provincial government when it comes to infer-
governmental transfers. “The equitable share “from national government will be used primarily for targeted
subsidies to poorer households. In addition, the municipality reserves the right to cress subsidize between high and
low income consumers within o specific service or between services.

V. Development and Investment

In order to deal effectively with badklogs in services there is o need for the municipality to maximise its
investment in municipal infrastructure (see table 2). In restructuring the finoncial systems of the municipality, the
underlying policies should encourage the maximum degree of private sector investment.

VIl Macro Economic Investment

As the municipality plays @ significant role in the areq, it is essential that it operates efficiently within the national
macro — economic framewerk, The municipality's financial and developmental activities should therefore support
national fiscal policy.

VilL 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 balance its
budget and pay for overspending.

Safeguards 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 oppropriate financial accounting
policies and procedures and effective reporting systems.

The manner in which the municipality manages debt or takes on new debt to finance activities will have a
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 Revenue Raising Strategies 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 alf areas of credit control, debt collection of amounts billed to
consumers, procedures for non- payment, efc.

The development and implementation of an indigent support policy.
This policy will define qualification criteria of an indigent, the leve! 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 implementation of a custemer 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
and an effective ond efficient billing system for the debtors / consumers of the municipality.

Improved Payment Strategy

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

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

Ensuring Effective and Efficient Customer Services

The municipality’s technofogical advancement needs must be continually assessed and updated. The municipality
must perform an analysis of strategies to strengthen its Citizens Relationship Management systems that should
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 fechnology in selected front — line
agencies

6.2 Asset Management Sirategies and Programmes

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

The implementation of a 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 copture 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 with regard to the operations and administration of the
municipality In the event of o disaster, to ensure that there is the least possible disruption and 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 alternative 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 @ repuairs and maintenance policy.

Such a policy will set out the details with regard to repairs and maintenance of all assets categeries e.g.
Infrastructure assets, buildings, motor vehicles, etc. the infention is to ensure that planned and preventive
maintenance is always 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 Sirategies and Programmes

The following are some of the more significant program 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 ond secured and that the administrators and users are well -trained .

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

Financial management is supported through the municipality's eVenus accounting systems. This integrated financial
management system is designed 1o track and control s daily activities and report the financial pesition and
performance of the municipality. This system support 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
hardware and the software must be finalized to ensure that information is accurate relevant and prompt , 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 program that has been identified:

The development and implementation of a debt capacity policy

This policy will ensure thot any borrowings taken by the municipality will be done in a responsible manner and
that the repayment and servicing of such o 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 atracting 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 deteil any incentives, which may be given to
attract large business.

The development and implementation of a policy for accessing doner finance

This policy will 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 ongaing investigation into how the Municipality can service the community in the most efficient
and effective manner, including an investigation of public/private parinerships for service delivery.

6.6 Strategies to enhance Cost-effectiveness
The following are some of the more significant programmes that have been identified:

The establishment of benchmarks and performance indicators are paramount JThis will include :
¥ Troining and development of financial { and other | staff
The aim of this project will be to constantly ensure that the financial staffs (ond 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 impreve the operation of the budget office, in respect of producing financial information
and the monitaring and reporting of budget variances, Some of the more significont measures
of acceptable perfarmance in this area will be, financial bottom line matched to forecast to @
10% variance level, receipt of unqualified audit reports, monthly financial statements
produced within 10 working days of month end, ete.

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 a satisfactory level of municipal services for the cifizens 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;

¥V VYY

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

5  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

» OQperate utilities in a responsive and fiscally sound manner ;

¥  Maintain existing infrastructure and 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.

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 fo be provided by such department,

10
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The muricipal manager shall priorities in the formulation of the preliminary and final budget proposal.

The budget will be subject fo o monthly conirol and be resorted to council with recommendations of action to be
taken to achieve 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 Infrastructure Investment Policies

The municipality will establish and implement a comprehensive rolffing five years Capital Investment Plan (CIP).
This plan will be updoted annually. The eapital planning process must be synchronized with the annual operating
budget cycle, allewing for the regular reassessment of capital needs and projections, as well as the update of
the rolling five year capital plan. An annual capital investment budget will be developed and adopted by the
municipality as part of the annual budget. The Municipality will moke all capital improvements in accordance with
the CIP. Unexpected capital project budget shall not be corried 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 at a level adequate to
protect the Municipality's capital investment and te minimize future maintenance and replacement costs.

7.4 Revenue Policies

The municipality will estimate annual revenues through a conservative, prudent, objective and analytical process
based on realistically expected income. The municipality will consider market rates charged levied by other
public and private organisations for similar services in establishing tariffs and charges. The municipality will set
fees and user charges of 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 identify
ond pursue grants and appropriations from provincial and national government and other agendies that are
consistent with the municipality's geals 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 af least the following:

o The administrative integrity of the municipality must be maintained at oll costs. The democratically elected
councillors are responsible for the policy making, while if 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 a service supply .Existing customers may be required fo 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 —laws must be handed to every customer on request, at such fees as may be
prescribed by council.

«  Billing to be accurate, timeous and understandable.

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

s 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 to, 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, amengst others cover:

Duties and Functions of Council, Mayer, Ward Councillors, Municipal Manager and of the communities.
Areda 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 ond performance management
Income coliection target

Application of the policy

Impect of the National Credit Act.

A document titled “Debt Collection Procedures “must support or form an 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 that 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, os 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 o false indigent
application must be covered. Finally, the freatment of the outstanding debt of a customer on becoming an
indigent must be addressed.

Investment and Cash Management Policies
In terms of the Municipal Finance Management Act, Act 56 of 2003, and section 13 {2):"Each Municipal
Coundcil shall adopt by resolution an investment policy regarding the investment of its money not immediately

required.

investment of the municipality shall be undertaken in o manner that seeks to ensure preservation of capital in
the overall portfolio. The portfolio shall remain sufficiently liquid to enable the municipality to meet daily
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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 liguidity to meet obligations second and the highest possible
yiekd 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 famifiar with investment matters would use in the investment of fund of
like character and with like aims , to safeguard the principal ameunt 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 pertfolio.

Investment officials are required to:
a) Adhere to written procedures and policy guidelines.
b) Exercise due diligence
c) Prepare all reporis timeously
d) Exercise strict compliance with all tegislation

The municipality shall attempt to match its investments with anticipated cash flow requirements .Unless matched 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 adeguate information concerning cash position and
investment performance. The municipalify will not invest monies in contradiction te the policy guidelines as
adopted by council. The Municipality is also discouraged from investing more than 30 %of 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

e  Deposits with banks registered in terms of the Banks Act 1990 (Act no 94 of 1990);
*  Securities issved by the National Government :

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

s Listed corporate bonds with an investment grade rafing from o nationally or 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 deposits 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

s Repurchose agreements with banks registered in terms of the Banks Act, 1990 (Act 94 of 1990)

Invesiment and Cash Managemeni Policies

The Financial Department manages all municipal borrowings. The municipality's cash flow must be carefully
managed and anchored by at least quarterly loon draw downs, so as to eliminate the need for short —term
borrowings, Guidelines must be estabiished by the Treasury Department to set forth the municipality's
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.
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7.9

The municipality shall incur a debt only when necessary to meet o public need and when funding for 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 vseful life of the project.

The municipality will not incur debt to finance current operations.

Leasing optians, after a cost benefit analysis, may be used as a medium- term method o f borrowing for the
financing of vehicle, computers other specialised types of equipment, or other capital refurbishment
programmes.

Asset management Policy

The objective of the asset management policy is to prescribe the accounting and administrative policies and
procedures relating to Property, Plant & Equipment {PPE).which are fixed ossets of the Maruleng
Municipality.

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

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

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

»  Fixed assets are classified under the following heading:

e Land

s [nfrastructure assets

s  Community assets

+ Heritage assets

¢ Investment properties

e 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.

»  PPEis stated at cost less accumulated depreciation or fair value ot dote 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 iF'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
capitolized.

s  Assets are capitalised according to a capitalization criteria and all expenditure below a
capitalisation threshold , us determined in the approved policy, is expensed when incurred

¢ Depreciafion is calculated on cost , using o straight-line method , over the estimated useful lives of
the assets

s Heritage assets, which are defined, os 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 and landfill sited are depreciated.
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¢ Incomplete construction work is stated at historic cost.

+  The carrying ameunt of an item or a group of identical items of PPE will be reviewed periodically
order to assess whether or not the recoverable amount has declined below the carrying omount.
When such decline has eccurred the carrying amount will be reduced to the recoverable amount
{also 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.

s 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 ,

7.10 Asset management Iinformation

To ensure that assets are adequately maintained, o 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 and

in

appropriate steps taken to address same within these next five years , whilst at the same time ensuring that

the current and ongoing preventative maintenance plan does not fall behind and end up os unbudgeted fo
differed maintenance in future years.

8 KEY FINANCIAL TARGETS

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

s Tariff increase ,

*  Macro Growth factor indicator

s Capital Charges

e Total expenditure increases allowed (excluding repairs and maintenance)

*  Increase in repairs and maintenance.

9  KEY PERFAMANCE INDICATORS

r

Table 5 overleaf, gives details of commenly 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 financial
years.
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TABLE 5: Targeted Ratio Analysis / Financial Benchmarks, Year on Year, over the next five financial years

Choose name from list - Supporting Table SA8 Performance indicators and benchmarks

vk Year 205 A2 Modiur- Term Revenue &
Description of financial indicator Basis of EXandms Framec
Original | Adjusted | Full Year | Preaudit |Budget YeariBudget YeariBudget Year
Budget | Budget | Forecast | outcome | 202324 | +1 2425 | 42 2025i2%6
Borrowing Management i
CredtRatng N2 nNa | Na Na
Capital Charges D Operatng Expendire  irisrest & Procipat Pt /Cperaing 0% or% |oems o 03% 0% 0%
- . P
Capital Charges 1 Own Revense Finance charges & Repay ment of em | oom | om os% ; 05% | 0%% 5% o2% 0% 0%
borow ing /0w Revenue i | |
Borrowed tnding of ‘own' capial iBomrowing/Capial ex penditre excl 09% g% | 00% G0% 00% 0% 00%
Expendne 1m:mu 2nd grans and contrbwioes |
p.:m_qmum i i
Geaing %LowTsmbmm‘le 00% oo | 00% 0o% 0.0% a0% 0.0%
Reserves |
sty -
Cument Rato iCument asses icument badies 1% 13 13 13 13 1" 19
Coument Raio apisied & agec detiors  (Coment asset less detrs > %0 cs; 08i 08} 08 10 04 E
Gy picument kabiktes
Lauisty Rato {Monetary Assess/Cument Liabiites att o7l o7 o7 o6l 04 63
Anwal Deblors Colecton Rate (Payment  [Last 12 Mis Receon/Lost 12 Mbs ooy | omon | mew BT 00% 0o% 0%
Level %) saing i !
Cunent Debiors Collecton Rae (Cash | e | B B1o% B9% ook 00% 0o%
receipts % of Ratepayer & Oter reverue) | i
Outsaning Debors b Revenwe [Tetsl Ousmnding Debes © sl uen | nes 8% N 100 2% “en [0
Reveme
Longstanding Debiors Recoversd |Debiors » 12 Mg RecoversaTemd [ wa [ na T wa [ wa [ wna [ na Wa
|Deblors > 12 Months Oid
(Greditors Management
Crediees Systee Eficancy 1% of Crediers P Vit Teems M 5% 13 W% 85% B 5% $85%
|witn MFMA 5 §518))
Credioes 1 Cash 2nd vesimens | 081% | 2% | 411% 411% 145 5% 19.3% 69 1%
|Qther indicators }
o Vohame Losses oWy wcmes [ r [ r r r
Ma N gy L Nl Na Hial
ot Volume Losses (xW) ron Echnca r 1 i r r
I lu’ N N‘I' u‘n' N’ar wa. Nig|
Electiciy Disvbuton Losses (2) |"" S Loaek (Rase 100) W Wl wal e Ny N W
% Violume (unas purchased and generswe] r r 4 3 r 3
fiess units sckd)unts purchsed and i
;W N w{ Nl e N )
Bk Purchase " N Nt o Nl T4 Nia
\Water Vohimes Sy siem inpat “\w Pesment works i ! l‘a? waf wu_: Ma: Wil
[Natural sources N LY N Ny N Nial
Tot Vokume Losses (.8} [ r B r
! s Nl Na N Wi
Towt Costof Losses (Rand 000) r § I [ hi
\ater Diswibuton Losses (2) ! b N b iy i
% Voluma (sl purchased and gentraied|
loss units sold)unds purchased and
- fanerated N3 N Nl N W Nl
Empioy e8 coam o Empioy ee coSEATO Revenue - C0m A% | M 4% A% 280% B
Irevemue) i i
Remuneraten {Total remunerafionTol Revenue - B | MT P B e § W | 0w 02 3% %
icapi revenue) | i ;
Repars & Mannince RBM(T ol Rewenve £a chuding capal . 0% 0B% % L 1w 2mm 20% 20% 20%
revenus) |
Fimance charges & Depreciaton Fc.mrraa Revense - capdal revenue) ag 89% 103% 98% 96% 6% 85% o4% 97%
\DP regutation financia viability indi i !
| Debt coverage ifToms Opersing Revenu - Opersing 5384 8 48 438 %9 e a 38
iCranm yDesx service pay mess toe wihn) i
{inancial year)
§ QY Service Deowrs © Revenve {Toal custndng service Gebressanadl | Z3020% 1 25077 | ZERIN | Mm% | M02% 1 S492% | m8% | woo0% [ 5388k i Bk
revenus recened ke services :
& Costeoverage {AvaRatie cash « hvesments)monkly 2 40 8s 2% 2579 54 1 158 179
Hxed operscnal sxpendiure i
Heferences
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10. SUMMARY AND CONCLUDING REMARKS

The five-year financial plan includes an Operating Budget, o Capital Investment Programme, and the Sources of
Funding for the Capital Investment Programme, financial strategies and programmes, various financial
Management policies adopted by the Council, key financial targets, key performance indicators, and a budget
according to the IDP priorities.

A municipality can be categorized into either:
* Developed - mointenance
* Developing — growing

Maruleng Local Municipality can be categorized as a developing - growing municipality. Such a municipality
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 existing
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 fing
budget.

plan to be integrated with integrated development plan and
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