ST ANEVEVEY
KWADURUZA

MAUHICIPALETY

COUNCIL MEETING

Members: G Govender (Speaker), OL Nhaca, (Mayor), Deputy Mayor (Vacant), H Mbatha (
Whip of Council), SK Shandu, DN Ngema, SO Nxele, IM Banda, AM Baardman, BC Fakazi,
ME Ngidi, NJ Mpanza, TT Dube, S Sithole, N Qwabe, WN Mtambo, BP Ndlovu, SS Mthiyane,
CM Naicker, SB Ntuli, NS Bhengu, NH Sithole, NC Mdletshe, V Mwandla, SP Khuzwayo,
TC Nxele, SG Mcineka, V Govender, SL Cele, TT Mkhize, K Naidoo, B Mvulana, M Vembali,
NA Singh, R Pooran, TN Mthethwa, T Colley, P Naidoo, F Abrahams, NJ Mbonambi, CM
Ntleko, MM Madlala, PS Shezi, EM Kolia, MM Sibisi, JF Magwaza, PF Masuku, NS Sewraj,
S Zungu, SC Mwandla, AA Singh, DH Mthembu, PL Zungu, SC Pandaram, SP Ashworth, CP
Dumakude,'TT Sithf;le, MM Mthivane & S Kheswa

Traditional Leaders: Inkosi V Mathonsi, Inkosi VS Mthembu

Officials: Municipal Manager, Executive Directors, Chief Operations Officer, Directors, Head
IGR/Mayoral affairs and Head of SCM

NOTICE OF COUNCIL MEETING

Notice is given that a MEETING of the KWADUKUZA COUNCIL will
be held on TUESDAY, 30 MAY 2023, at the TOWN HALL,

KWADUKUZA, COMMENCING AT 09HO00 am for the purpose of

discussing the items on the agenda.

unicipal Manager
NJ Mdakane
24/04/2023
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KWADUKUZA MUNICIPALITY
BUSINESS UNIT: FINANCE BUSINESS UNIT -

REF: (D34 [COUNCL ' 3] /S| 2523
APPROVAL OF THE FINAL BUDGET - 2023/2024

SUBJECT: MTREF

PURPOSE:

To table, for formal approval by Council the Final Medium Term Revenue
and Expenditure Framework (MTREF) for 2023/2024 financial year as well
as the indicative budget for 2024/2025 and 2025/2026 financial years in
terms of Chapter 4, Section 24 of the Municipal Finance Management Act,
no 56 of 2003.

MAIN SUBMISSION:

In terms of Chapter 4, section 24 of the Municipal Finance Management
Act, no 56 of 2003, the Operational and Capital Budgets for the 2023/2024
financial year and the subsequent two years are presented for the Council’s

consideration.

The submitted item will address the following salient matters contained

within the budget submission:

e Operational Budget

o (Capital Budget

e Amendments to the IDP
¢ Rating Structures

e Tariff Of Charges

e Proposed Tariff Structure

» Budget Related Policies
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+ Budget Assumptions
s« Measurable Performance Indicators for Revenue
¢ Consultations

« Budget Recommendations/Resolutions

The budget undertaken in the mSCOA environment is significantly more
complex due to the requirement to update the budget onto the financial
system prior to the consideration by Council. The compliance “A Schedule”
is thereafter electronically generated from the system as opposed to being
completed manually. Due to various restrictions placed on the process it is
no longer possible to update these files manually. This process was
rendered even more complex by the volume of data-strings introduced by

the Flood Disaster projects.

In addition, the balancing of the various critical service delivery orientated
priorities of Council required a significant amount of time by management
and the Budget Steering Committee as a result of the growing needs of

KwaDukuza when compared to the constrained revenue.

As a result of the above two significant factors , the executive summary
together with the compliance annexures will be submitted as a
supplementary agenda. The detailed Operating Budget , Capital Budget and

Tariff of Charges are however attached for Councils’ consideration.
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OPERATIONAL BUDGET

The detailed operational budget as outlined in the attached budget pack

contains the budget information for the upcoming budget year under

consideration, i.e.,2023/2024 as well as the subsequent two financial

years.

Consistent with the 2022/2023 budget, the 2023/2024 budget focuses on

the priorities of Council as outlined in the IDP. These are listed below:

O

0

@]

Basic Service Delivery

Municipal Institutional Development and Transformation
Local Economic Development (LED)

Municipal Financial Viability and Management

Good Governance and Public Participation

Safe and Secure Environment

Spatial Analysis

Environmental Management

The follbwing pertinent issues are highlighted for Council’s information:

O

Final rates tariffs have been budgeted to increase by 6.5% and the

refuse tariffs are deemed to increase by an average of 9,5%.

o The main driver of service charges is the increase in the electricity

tariffs. Final electricity tariffs have been budgeted to increase by
15,1% subject to the consultation and approval from NERSA. Bulk
Purchases have been budgeted to increase by 18,49% , which is in

line with NERSA pronouncements in this matter.

Employment and other contractual commitments appear to be
increasing at a faster rate than the growth rate of the municipal
revenue base. There is a danger to the long term financial

sustainability of the municipality should this trend continue. The
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employee related costs are budgeted to increase by 5,4%. In
addition, provisions for notch increases as well as possible re-

gradings of the municipality have been made.

o Depreciation and asset impairment is expected to increase as a result
of the completion and commissioning of various completed capital
projects. This is further aggravated with the implementation of the
Disaster Grant funded projects

CAPITAL BUDGET

e The detailed Final capital budget amounts to R 950,898,021.00 for the
2023/2024 financial year.

e The tables below are indicative -of the capital allocation per Business Unit

and per funding sources: -

« The major aspects of the capital budget are listed below :
i. Increased focus on Civil and Electrical Infrastructure.
ii. Increased focus on catalytic projects to stimulate economic growth,

iii. Disaster Related Grant Funded Projects.
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CAPITAL BUDGET PER 2023/24 FINAL | 2024/25Final | 2025/26Final |~ TOTALOVER
FUNCTION BUDGET Budget - Budget MTREF
Community and Social Services 11,649,244.00 |  20,250,410.00 10,000,000.00 41,899,654.00
Energy Sources 149,643,075.00 | 189,878,497.00 66,509,166.00 406,030,738.00
Executive and Council 10,400,000.00 {  5,000,000.00 - 15,400,000.00
Finance and Administration 16,912,919.00 |  7,450,000.00 3,250,000.00 27,612,919.00
Housing 4,700,000.00 | 10,925,000.00 : 15,625,000,00
Planning and Development 4,186,266.00 300,000.00 350,000.00 4,836,266.00
Public Safety 20,343,336.00 | 900,000.00 : 21,243,336.00
Road Transport 702,590,886.00 | 112,027,876.00 55,372,663.00 869,991,425.00
Sport and Recreation 23,931,495.00 | 18,200,000.00 4,200,000.00 46,331,495.00
Waste Management §,540,800.00 | 12,500,000.00 - 19,040,800.00
TOTAL CAPITAL BUDGET 950,398,021.00 | 377,431,783.00 | 139,681,829.00 | 1,468,011,633.00
2023{24 FINAL | 2024/25Final | 2025/26Final | TOTALOVER
CAPITAL BUDGET FUNDING BUDGET Budget Budget MTREF
Fund:Captal-Borrowing:Non-cureent: Annufy and Bulet
Loans:Development Bank of South Africa:Spectfy 30,000,000,00 | 72,000,000.00 102,000,000.00
Fund:CapitalTransfer from Operational Revenue 220465.245.00 | 21965439200 52,681,340.00 |  492,800,977.00
Fund Capital:Transfers and Subsidies:Monetary Allocations:National
Government:Energy Efficiency and Demand Side Management Grant 434782600 | 347826100 1526,087.00
Fund:Capical:ransfers and Subsidies:Monetary Alocations National
Government:integrated National Electrfication Programme Grant 939130500 | 1304347800 | 1362782600 36,062,609
FuCapital Transfers and Subsidies:Monetary Alocations:National
Government:Municipal Disaster Recovery Grant 622,463,602.00 622,463,602.00
Fund.CapitalTransfers and Subsidies:Monetary Allocations:National
Government:Municinal Infrastructure Grant 50763043001 5303065200 55,372,663.00 | 159,166,358.00
Fund:Capitak:Transfers and Subsidies:Monetary Allocations:Natianal
Government:Neighbourhood Development Partnership Grant 13267000.00 | 16,000,000.00 | 1800000000 |  47267,000.00
Fund:CapitalTransfers and Subsides:Monetary Alocations:Provincial
GovernmentKwazulNatalInfrastructure:Housing Accreditation Funding |~ 200000001 225,000.00 - £25,000.00
TOTAL CAPITAL BUDGET FUNDING O50.898,021.00 | 377,43L,783.00 | 139,681,820 | 1,468,011,633.00
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« The capital budget relates to projects for which the Council will be
securing the available funding sources either through borrowings,

internal capital funds, grants, and public contributions.

« Capital expenditure funded by means of a grant can only commence

if written or gazetted allocations are in place.

« Capital expenditure which is not funded via DORA or Provincial
Gazetted allocations can only commence if funds are received or a
letter of unconditional commitment is received from the funding

agency.

« The increase in the capital budget when compared to the draft budget
is significantly due to the R577m(excluding vat) allocation of the
R1,2bn Disaster Recovery Grant which was received on the 17t
March 2023. The disaster grant allocation is to be spent by the end
of April 2024.

Roll-overs of certain internally funded projects from the various
Business Units have also been considered into the final capital
budget. No roll-overs of Disaster Grant Funded projects have been

submitted by the respective Business Unit.

AMENDMENTS TO THE INTEGRATED DEVELOPMENT PLAN

The amendments to the Final IDP have been considered in the completion
of the 2023/2024 Final MTREF. A separate item dealing specifically with the

IDP has been tabled for consideration.
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RATING STRUCTURES

In terms of the Final Rates Policy 2023/24, the Municipality may levy
different rates for different categories of properties. The rating structure for

2023/24 financial year is proposed as follows:

o 0.9214 cents in the Rand on the market value in respect of residential
properties (including bed and breakfast establishments consisting of
three bedrooms or less), and prdperty categories not stated hereunder.

o 2.8504 cents in the Rand on the market value in respect of residential
properties used for commercial purposes (including bed and breakfast
establishments comprising more than 3 bedrooms, apartment and villa
establishments, and guesthouses of up to six rooms).

o 0.2315 cents in the Rand on the market value in respect of agricultural
properties and public service infrastructure properties.

o 2.8504 cents in the Rand on the market value in respect of industrial,
business, and commercial properties, mining properties, vacant
properties, public benefit organisations, properties used for public
service purposes, and properties used for worship.

o 2.8504 cents in the Rand on the market value in respect of guesthouses
of more than 6 rooms.

o 5 cents in the Rand in respect of the unauthorised or illegal development
or use and abandoned property or building.

o An additional 0.34 cents in the Rand on the market value in respect of
commercial properties situated within the Special Rating Area as
designated by Council.

o That the first R50 000 of all vacant residential properties owned by
registered indigent beneficiaries be exempt from the calculation of rates.

o The first 30% of all Public Service Infrastructure (PSI) properties be

exempt from the calculation of rates.
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Exemptions, rebates, and reductions

In terms of qualifying criteria set out in the rates policy of the Council, the
2023/2024 rates be subject to the following exemptions, rebates, and
reductions:

e A general rebate, applicable in the 2023/2024 financial year only, in
respect of all categories of properties, excluding properties in receipt
of developers’ rebates and unauthorised or illegal development or use
and Abandoned Property Building: 25%

The following shall apply after deduction of the general rebate:

e Pensioners and Disability Grantees rebates:

Applicants under the age of 65 years - 25%
Applicants between 65 and 75 years - 30%

Applicants older than 75 years - 35%

« Agricultural properties: ‘ 50%
e Rebate: child headed households: 100%
¢ Excluded Services Rebate: 15%

(Applicable only in respect of existing service level agreements)

s Places of worship: 100%
¢ Public benefit organizations: 100%
+ Land reform beneficiaries: 100%

State land: 100%
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» Commercial Developers incentives:

100% rebate Year 1

90% rebate Year 2
80% rebate Year 3
70% rebate Year 4
60% rebate Year 5
No Incentive From year 6 onwards

Please note that the general rebate is not applicable to commercial

developers.

Residential Developers incentives, applicable only in respect of existing

service level agreements:

100% rebate Year 1
100% rebate Year 2

90% rebate Year 3
80% rebate Year 4
70% rebate Year 5
60% rebate Year 6
50% rebate Year 7
No Incentive From year 8 onwards

Please note that the general rebate is not applicable.

e 100% rebate in respect of the following PSI properties (phasing out

of rates):

» national, provincial, or other public roads on which goods, services

or labour move across a municipal boundary.
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> water or sewer pipes, ducts or other conduits, dams, water supply
reservoirs, water treatment plants or water pumps forming part of
a water or sewer; and

» Railway lines forming part of a national railway system.

Date of operation of determination of rates

That this determination comes into operation on 01 July 2023.
Final date for payment of rates:

« Annual payment of rates: That the final date for the payment of
annual rates be fixed at 30 September 2023. Interest and
administration charges will be raised in terms of Council’s Credit
Control & Debt Collection Policy and Tariff of Charges. Any capital
rates outstanding as at 30 November 2023 will be subject to an
administration charge of 10% as stipulated in Council’s Credit Contro!

Policy and Tariff of Charges.

e Monthly rates payments: That rates may be paid in 11 (eleven)
equal instalments with the first instalment payable on or before the
last municipal working day of August 2023. Thereafter each monthly
instalment must be paid on or before the last working day of each
month and provided that interest will accrue at 10% per annum in
terms of Council’s Credit Control & Debt Collection Policy and Tariff
of Charges if an instalment is not paid by the last working day of the
month. Any capital rates outstanding as at 30 June 2024 will be
subject to an administration charge of 10% as stipulated in Council’s
Credit Control & Debt Collection Policy and Tariff of Charges.

« Council will by special arrangement with individual property owners
agree that rates be paid annually. Application to pay rates on an
annual basis must be completed by 15 July 2023.
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Tariff of charges
e That the Council approve the amendments to its Tariff of Charges
(noting that the electricity tariffs are pending approval by NERSA) as
depicted on the schedules annexed hereto, and that these tariffs

come into operation on 1 July 2023.

« That Council note that all tariffs listed in the Tariff of Charges will be
subject to the payment of value added tax, except for fines,
refundable deposits, and interest charges, and where specifically

indicated as inclusive of value added tax.

TARIFF OF CHARGES

Attached is the detailed Final tariff of charges.

PROPOSED TARIFF STRUCTURE

It is proposed that Council’s tariff of charges be increased as follows and
be advertised to the general public for implementation with effect from 1
July 2023:

o Refuse Removal charges - various as per tariff of charge with an
average increase of 9,5%
o Electricity charges - various as per tariff of charge.

o Miscellaneous tariffs - various {see tariff of charges document)
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BUDGET RELATED POLICIES

Tﬁe following Budgeted Related Policies have been reviewed as part of the
MTREF development :

v Rates Policy

v Credit Control & Debt Collection Policy

v Indigent Policy

v" Tariff Policy

v Cash Management & Investment Policy

v Borrowing Policy

v Virement Policy

v Budget Policy

v Funding & Reserves Policy

v Asset Management Policy

v Long Term Financial Planning Policy

v Policy on Infrastructure, Investment & Capital Projects

v Supply Chain Management Policy

v Supply Chain Management Policy for Infrastructure

Procurement and Delivery Management

The above policies have been tabled as separate items for Council’s

consideration.
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BUDGET ASSUMPTIONS

In the compilation of the MTREF, the following significant assumptions are

highlighted for Council. The detailed budget pack will feature the complete

budget assumptions:

« Normal inflationary increases and economic pressures, especially

O

G

Consumer Price Index inflations - impacting.the general tariff
increases levelled by the municipality.

Higher unemployment rate - resulting in an increase in indigent
households within the KwaDukuza Jurisdiction.

Global Economic status — thus hindering the consumer’s ability to
timeously settle debt. A conservative approach is used for
projecting revenue.

The National Energy Regulator of South Africa (NERSA) has
approved Eskom’s tariff application for the supply of bulk
electricity at 18,49%.

Interest rates for borrowings and investment of funds.

Credit ratings outlook - lower investment grade status.

Zero-based budgeting for 2023/2024

O

o]

O

Zero-based budgeting is defined as a process where every
Business Unit function is reviewed comprehensively and each
expenditure must be approved, rather than increased.

It requires the budget request to be justified in complete detail by
each business Unit rather than just increasing its expenditure from
the previous year.

Each business Unit to justify the adjustment to salaries and related
expenditure (leave, overtime, training, protective clothing etc.)

based on departmental operations and workforce requirements.
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o FEach business Unit to critically analyse fixed costs to determine
- any possible variances.

o Each Business Unit to justify the movement in variable costs with
reference to the improved service delivery.

o FEach Business Unit to consider the effects of variances in the
operating budget (staff costs, fuel, security, etc.) as a result of
increased capital expenditure.

o Each Executive Director hereby warrants that the budget
submitted for their Business Unit has been approved by
themselves and does not contravene any legislation or policies of
Council and is in accordance with the strategic objectives of
Council. |

o In certain instances where contracts or commitments exist

incremental budgets have also been considered.
Final Property rates randage increase of
o 6,5% in 2023/2024 financial year and 25% rebate where
applicable.

Effect of ring-fencing of the Electricity Services

On average, the Council proposes increases 15,1% in the Electricity
tariffs(subject to NERSA approval).

Supply and distribution of electricity continues under the municipal

licence over duration of the MTREF.

Final Refuse removal tariff increased as follows
o An average of 9,5% in 2023/2024
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Provision for an average of 5,4% increase for all staff remuneration costs
in addition to the provision for notch increase and the possible municipal
regrade.

Partnership programmes with the National and Provincial Government.

There have been no changes made to the present powers and functions
of the KDM during the budget year.

The average long-term cost of borrowings is 12%

Consumer’s ability to pay municipal accounts will be restricted for the

upcoming year.

The national GDP outlook will stabilise but not improve for the
2023/2024 financial year.

The ratings outlook for South Africa will not significantly improve for the
2023/2024 financial year.

Volatility in fuel prices for the upcoming year will significantly impact
operations.

Household consumption of electricity for the duration of the MTREF will

remain consistent.

The municipal indigent base may also increase as a result of the current
economic conditions which will lead to a higher provision to indigent

support. This will be evaluated monthly.
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e There are no changes to the demarcation boundaries factored into the
municipal budget.

« That measures to improve energy losses and increase billings will result
in increased funding availability to allocate to Business Units during the

adjustment budget.

VMEASURABLE PERFORMANCE INDICATORS FOR REVENUE

The following measurable performance indicators for revenue collections be

set:
o Electricity income ......ccccoeivienncnnn minimum collection rate of 95%
o- Property rates income ......c......... minimum collection rate of 95%
o Refuse iIncome ... minimum collection rate of 95%
CONSULTATIONS

Her Worship, The Honourable Mayor, Clir OL Nhaca

All Business Units in the form of individual and consolidated meetings
Chief Financial Officer

The Municipal Manager

Provincial Treasury

Budget Steering Committee
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RECOMMENDATIONS

1.

FINAL ESTIMATES OF INCOME & EXPENDITURE

THAT in terms of Section 24 of the Municipal Finance Management Act, 56 of
2003:-

)

(i)

The Final Annual Budget of the Municipality for the Financial year
2023/2024; and

Indicative allocations for the two projected outer years 2024/2025 and
2025/2026: and the multi - year and single year capital appropriations are
noted as set-out in Sections 1.4, 2.11 and 2.13.

Budgeted Financial Perfomance (Revenue and Expenditure by Standard
Classification) — (Table A2)

Budgeted Financial Perfomance ( Revenue and Expenditure by Municipal
Vote) - (Table A3)

Budgeted Financial Perfomance ( revenue by Source and Expenditure by
Type) - (Table A4)

Muiti-year and single year capital appropriations by municipal vote and

standard calssification ahd associated funding by source ( Table A5).

That the Final financial position, cash flow, cash-backed
reserve/accumulated surplus, asset management and basic service delivery

targets are adopted as set out in the following tables:

Budgeted Fiancial Position (Table A6)

Budgeted Cash Flows (Table A7)

Asset Management (Table A9)

Basic Service Delivery Measurements (Table A10)
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2. DETERMINATION OF RATES

In terms of the Final Rates Policy 2023/24, the Municipality may levy different
rates for different categories of properties. The rating structure for 2023/24
financial year is proposed as follows:

o 0.9214 cents in the Rand on the market value in respect of residential
properties (including bed and breakfast establishments consisting of three
bedrooms or less), and property categories not stated hereunder.

o 2.8504 cents in the Rand on the market value in respect of residential
properties used for commercial purposes (including bed and breakfast
establishments comprising more than 3 bedrooms, apartment and villa
establishments, and guesthouses of up to six rooms).

o 0.2315 cents in the Rand on the market value in respect of agricultural
properties and public service infrastructure properties.

o 2.8504 cents in the Rand on the market value in respect of industrial, business,
and commercial properties, mining properties, vacant properties, public benefit
organisations, properties used for public service purposes, and properties used
for worship.

o 2.8504 cents in the Rand on the market value in respect of guesthouses of
more than 6 rooms.

o 5 cents in the Rand in respect of the unauthorised or illegal development or
use and abandoned property or building.

o An additional 0.34 cents in the Rand on the market value in respect of
commercial properties situated within the Special Rating Area as designated
by Council.

o That the first R50 000 of all vacant residential properties owned by registered
indigent beneficiaries be exempt from the calculation of rates.

o The first 30% of all Public Service Infrastructure (PSI) properties be exempt

from the calculation of rates.

3. Exemptions, rebates, and reductions
In terms of qualifying criteria set out in the rates policy of the Council, the

2023/2024 rates be subject to the following exemptions, rebates, and reductions:
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A general rebate, applicable in the 2023/2024 financial year only, in respect
of all categories of properties, excluding properties in receipt of developers’
rebates and unauthorised or illegal development or use and Abandoned

Property Building: 25%

The following shall apply after deduction of the general rebate:

Pensioners and Disability Grantees rebates:

Applicants under the age of 65 years - 25%
Applicants between 65 and 75 years - 30%

Applicants older than 75 years - 35%
Agricultural properties: 50%
Rebate: child headed households: 100%
Excluded Services Rebate: 15%

(Applicable only in respect of existing service level agreements)

Places of worship: 100%
Public benefit organizations: 100%
Land reform beneficiaries: 100%
State land: 100%

Commercial Developers incentives:

100% rebate Year 1
90% rebate Year 2
80% rebate Year 3
70% rebate Year 4
60% rebate Year 5

No Incentive From year 6 onwards
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Please note that the general rebate not applicable to commercial developers.

Residential Developers incentives, applicable only in respect of existing service

level agreements:

100% rebate Year 1
100% rebate Year 2
90% rebate Year 3
80% rebate Year 4
70% rebate Year 5
60% rebate Year 6
50% rebate Year 7

No Incentive From year 8 onwards
Please note that the general rebate is not applicable.

« 100% rebate in respect of the following PSI properties (phasing out of

rates):

» national, provincial, or other public roads on which goods, services or
labour move across a municipal boundary.

> water or sewer pipes, ducts or other conduits, dams, water supply
reservoirs, water treatment plants or water pumps forming part of a
water or sewer; and

> Railway lines forming part of a national railway system.
4. Date of operation of determination of rates
That this determination is proposed to come into operation on 01 Juiy 2023.
5. Final date for payment of rates:
« Annual payment of rates: That the final date for the payment of annual

rates be fixed at 30 September 2023. Interest and administration charges
will be raised in terms of Council’s Credit Control & Debt Collection Policy
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and Tariff of Charges. Any capital rates outstanding as at 30 November
2023 will be subject to an administration charge of 10% as stipulated in

Council’s Credit Control Policy and Tariff of Charges.

Monthly rates payments: That rates may be paid in 11 (eleven) equal
instalments with the first instalment payable on or before the last municipal
working day of August 2023. Thereafter each monthly instalment must be
paid on or before the last working day of each month and provided that
interest will accrue at 10% per annum in terms of Council’s Credit Control
& Debt Collection Policy and Tariff of Charges if an instaiment is not paid by
the last working day of the month. Any capital rates outstanding as at 30
June 2024 will be subject to an administration charge of 10% as stipulated

in Council’s Credit Control & Debt Collection Policy and Tariff of Charges.

Council will by special arrangement with individual property owners agree
that rates be paid annually. Application to pay rates on an annual basis

must be completed by 15 July 2023.
Tariff of charges

That the Council approve the amendments to its Tariff of Charges (noting
that the electricity tariffs are pending approval by NERSA} as depicted on
the schedules annexed hereto, and that these tariffs come into operation
on 1 July 2023.

That Council note that all tariffs listed in the Tariff of Charges will be subject
to the payment of value added tax, except for fines, refundable deposits,
and interest charges, and where specifically indicated as inclusive of value
added tax.

Proposed tariff structure

it is proposed that Council’s tariff of charges be increased as follows with effect
from 1 July 2023:
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« Refuse Removal charges - various as per tariff of charge with an average of
9,5%

e« FElectricity charges - various as per tariff of charge (subject to NERSA
approval)

e Miscellaneous tariffs - various (see tariff of charges document)

7. BUDGET RELATED POLICIES

THAT Council approve the policies with effect from 01 July 2023, the following

Budget Related Policies have been tabled as a separate item:

e Rates Policy

¢ Credit Control & Debt Collection Policy

» Indigent Policy

s Tariff Policy

e Investment & Cash Management Policy

« Borrowing Framework Policy and Guidelines

« Virement Policy

e Budget Policy

e Funding and Reserves Policy

» Assets Management Policy

« Long Term Financial Planning Policy

» Infrastructure, Investments & Capital Projects

« Supply Chain Management Policy
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« Supply Chain Management Policy for Infrastructure Procurement and

Delivery Management

The effective implementation date of all revised polices is the 15t July 2023. (This
excludes the SCM policy which has been approved via C 1995/2023)

8.

MEASURABLE PERFORMANCE INDICATORS FOR REVENUE

THAT the following measurable performance indicators for revenue collections be

set:

O

Electricity income .....c.ocoveeicnnnee s minimum collection rate of 95%

Property rates income ................. minimum collection rate of 95%

o Refuse iNCOmMe ..ooeverereevvecnremeeees minimum collection rate of 95%

10.

THAT it be noted that property rates are deemed zero rated in the
treatment of Value Added Tax (VAT).

THAT it be noted that in respect of Capital Expenditure Estimates:

In those instances where information has been provided in terms of Section
19(2) (b) of the Municipal Finance Management Act No. 56 of 2003, the
approval of the final capital budget constitutes final project approval for the
specific projects as reflected in the detailed capital budget.

Where information in terms of Section 19(2) (b) of the MFMA is not
provided, specific project approval is to be sought from Council during the
course of the year prior to any spending taking place on these projects
during the year. It be noted that should any expenditure be incurred on any
of these projects without compliance with Section 19(2} of the MFMA such

expenditure may be deemed as irregular or unauthorised.
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15.

16.
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THAT any savings on the capital budget is to be retained and not

transferred to any other vote.

THAT for projects which have multiple sources of funding, any savings on
the project attributable to the outcome of the competitive bidding processes
of the council shall be apportioned in the following order of priority:

o Reduction in counci! contribution towards the project.

o Reduction of the loan funding portion of the project.

THAT in terms of the priority in the execution of the capital budget, priority
should first be given to all projects that have been rolled over of which are
primarily grant funded. Upon completion of all rolled over projects can the
Business Units commence with their new projects. The cash flow estimates

of the municipality should be noted in this regard.

In terms of Section 62(1)(a) of the Municipal Finance Management Act No.
56 of 2003, it be noted that new projects for the 2023/2024 financial year
can only proceed once full business and operating plans indicating efficient,
effective, and economical use of all assets to be acquired have been tabled
and approved before council. This shall be the responsibility of the

respective Executive Director undertaking the project.

THAT in pursuance of the above and in terms of section 62(1) (c) read
together with section 78 of the Municipal Finance Management Act No. 56
of 2003, the Municipal Manager as well as all Executive Directors are to
ensure that they develop and maintain efficient, effective, and transparent
systems of financial, risk management and internal control in terms of
projects within their directorates that have been approved for execution.
That is be noted that the respective Head of the Business Unit is ultimately
responsible for budget and financial management of their respective

Business Units.

THAT it be noted that should any roll-overs of grant funding persist into
the 2023/2024 financial year, the respective Executive Director ensure the

necessary detail motivations are completed for approval by National




17.

18.

19.
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Treasury, Provincial Treasury, or the relevant transferring officer. This must
be done within the timeframes and formats specified by the relevant

regulating authority.

In the event that the National/Provincial Treasury does not approve the roll-
over of such funds or even a portion of the funds (Section 21 of DORA),
then council will have to fund these projects out of internal funding, and
this will result in the reprioritisation of the capital budget for the 2023/2024
to 2025/2026 financial years in order to avoid cash flow and financial
problems for the KwaDukuza Municipality. It is further noted that this
motivation should be provided to the Finance Business Unit by 30 June
2023,

THAT Business Units may not incur any grant funded expenditure unless

such grant has been transferred to KwaDukuza Municipality or alternately
the municipality has received an inalienable letter of commitment from the
funding agency/transferring authority and the relevant Business Unit has

obtained a Council resolution approving bridge funding of this grant.

THAT in compliance with relevant sections of the Municipal Finance
Management Act, Municipal Property Rates Act and the Municipal Systems
Act, the budgets, rate, and tariff determinations are published locally.

THAT the respective Business Units, under the leadership of the Electricity

Business unit, immediately develop and implement a measurable plan to

‘reduce Energy losses. This plan must be reported on a fortnightly basis to

the Local Command Council. Such pian must be included in the Performance

Agreements of the relevant Business Units.

Author (s) : A Nunkumar (Director: Budget and Compliance)

Mthandeni Nene (Director: Revenue)
Sibusiso Chonguene (Director: Expenditure)

S Cundasamy  (Manager: Budget)




Approved/Comments

SM Rajcoomar
Chief Financial Officer

(032) 437 5505

Endorsed:

W%’;‘*‘.—‘"

NJ Mdakane
Municipal Manager

Date:
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