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Province: Municipality(WC034) - Schedule of Service Delivery Standards Table 2023/2024

Standard Description

Service Level

Solid Waste Removal

Premise based removal (Residential Frequency)
Premise based removal (Business Frequency)

Bulk Removal (Frequency)

Removal Bags provided(Yes/No)

Garden refuse removal Included (Yes/No)

Street Cleaning Frequency in CBD

Street Cleaning Frequency in areas excluding CBD
How soon are public areas cleaned after events (24hours/48hours/longer)
Clearing of illegal dumping (24hours/48hours/longer)
Recycling or environmentally friendly practices(Yes/No)

Licenced landfill site(Yes/No)

Weekly

One to three fimes a week depending on type of business and genaration
Weekly (Infanta, Malagas) Transfer stations

Yes

No garden refuse service Skips available

Daily and week-ends

Monthly

24 Hours

Longer

No

Yes - Permit Reg: B33/2/800/9/S/P171 27 March 1995

Water Service

Water Quality rating (Blue/Green/Brown/NO drop)

Is free water available to all2 (All/only to the indigent consumers)
Frequency of meter reading? (per month, per year)

Are estimated consumption calculated on actual consumption over (two month's/three month's/longer period)
On average for how long does the municipality use estimates before reverting back to actual readings? (months)
Duration (hours) before availability of water is restored in cases of service interruption (complete the sub questions)
One service connection affected during work in progress

Up to 5 service connection affected during work in progress (number of hours)

Up to 20 service connection affected during pipe burst repair process (number of hours)
Feeder pipe larger than 800mm (number of hours)

What is the average minimum water flow in your municipality?
Do you practice any environmental or scarce resource protection activities as part of your operations2 (Yes/No)
How long does it take to replace faulty water meters2 (days)

Do you have a cathodic protection system in place that is operational at this stage? (Yes/No)

Water Quality Compliance is managed by the IRIS system- MICROBIOLOGICAL compliance from 2020-12-24

based on the SANS 241:2015 requirements is the main criteria of measurement

Free water only for registered indigents and poor
Readings must be monthly by Finance Department. Estimates can be done according to the by-law.

Two months estimation and a real reading on the third month by Finance

Two months unles a separate agreement was made with the customer by Finance

Within 8 hours if in Day time
Within 8 hours if other service will not be affected

Within 8 hours if other service will not be affected
The pipe repair will be done within 12 hours but the water pressure intergrity may take much longer

5.4 Ml / Day amongst the four towns
Yes by the infroduction of water restrictions and other mitigating actions when required
Within 7 days from receving replacement notice.

No, but the alkalinity and acidity of water is controlled at the Water Treatment Works

Electricity Service

What is your electricity availability percentage on average per month?

Do your municipality have a ripple control in place that is operational? (Yes/No)

How much do you estimate is the cost saving in utilizing the ripple control system?

What is the frequency of meters being read? (per month, per year)

Are estimated consumption calculated at consumption over (two month's/three month's/longer period)

On average for how long does the municipality use estimates before reverting back to actual readings? (months)
Duration before availability of electricity is restored in cases of breakages (immediately/one day/two days/longer)
Are accounts normally calculated on actual readings? (Yes/no)

Do you practice any environmental or scarce resource protection activities as part of your operations? (Yes/No)
How long does it take to replace faulty meters2 (days)

Do you have a plan to prevent illegal connections and prevention of electricity theft2 (Yes/No)
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99% depending on load shedding by Eskom

No ripple control or any other demand side management over load profile
Ripple controle can save up to 20% - if it can be installed

Monthly

Three months

Three months in accordance of NRS 047

3 Hours on average but within the guidelines of NRS 047

Yes the only exception was during hard lockdown Covid periode

No

When it s reported the replacement will take place within 7 days-NRS 047

Yes, monitoring of consumption by exceptional reports from Finance




Province: Municipality(WC034) - Schedule of Service Delivery Standards Table 2023/2024

Standard Description

Service Level

How effective is the action plan in curbing line losses? (Good/Bad)

How soon does the municipality provide a quotation to a customer upon a written request? (days)
How long does the municipality takes to provide electricity service where existing infrastructure can be used? (working days)

How long does the municipality takes to provide electricity service for low voltage users where network extension is not required? (working
days)

How long does the municipality takes to provide electricity service for high voltage users where network extension is not required? (working
days)

Good
Within 10 days where existing network is being used as per the categories in NRS 047

Within 30 days where existing network is being used as per the categories in NRS 047

Within 30 days where existing network is being used as per the categories in NRS 047

Within 90 days where existing network is being used as per the categories in NRS 047

Sewerage Service

Are your Waste water freatment system effective enough to put water back in to the environment after traetment?

To what extend do you subsidize your indigent consumers?2

How long does it take to restore sewerage breakages on average
Severe overflow? (hours)

Sewer blocked pipes: Large pipes? (Hours)

Sewer blocked pipes: Small pipes? (Hours)

Spillage clean-up? (hours)

Replacement of manhole covers2 (Hours)

Waste Quality Compliance is managed by the IRIS system- SANS 241:2015 . Chemical and Physical requirements is
the main criteria of measurement

This service is free to all registered indigents

Within 4 hours
Within 4 hours
Within 4 hours
Within 4 hours

Within 5 days after reported missinng and depending on the availability of funds

Road Infrastructure Services

Time taken to repair a single pothole on a major road? (Hours)

Time taken to repair a single pothole on a minor road? (Hours)

Time taken to repair a road following an open trench service crossing? (Hours)

Time taken to repair walkways?2 (Hours)

Road maintenance is done in accordance with the Rural Road Asset Management System (RRAMS). Pothole
repair is an interim temporary solution, until such roads can be resealed, resurfaced or rebuild. Pothole repairs will
be done within the available funds in the budget and can take up to four weeks.

Road maintenance is done in accordance with the Rural Road Asset Management System (RRAMS). Pothole
repair is an interim temporary solution, until such roads can be resealed, resurfaced or rebuild. Pothole repairs will
be done within the available funds in the budget and can take up to four weeks.

Road maintenance is done in accordance with the Rural Road Asset Management System (RRAMS). Pothole
repair is an interim temporary solution, until such roads can be resealed, resurfaced or rebuild. The repairs can be
done within the available funds in the budget and can take up to four weeks.

Road maintenance is done in accordance with the Rural Road Asset Management System (RRAMS). Pothole
repair is an interim temporary solution, until such roads can be resealed, resurfaced or rebuild. The repairs can be
done within the available funds in the budget and can take up to four weeks.

Property valuations

How long does it take on average from completion to the first account being issued? (one month/three months or longer)

As soon as interim valuation was completed

Do you have any special rating properties? (Yes/No) No
Financial Management
Is there any change in the situation of unauthorised and wasteful expenditure over time? (Decrease/Increase) Decrease

Are the financial statement outsourced? (Yes/No)

Are there Council adopted business process instructing the flow and managemet of documentation feeding to Trial Balalnce?
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Yes to consulltants

No
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Standard Description

Service Level

How long does it take for an Tax/Invoice o be paid from the date it has been received?

Is there advance planning from SCM unit linking all departmental plans quaterly and annualy including for the next two to three years

30 Days from date of statement if all the documentation could be sertified.

procurement plans? No

Administration

Reaction time on enquiries and requests? 3 days

Time to respond to a verbal customer enquiry or request? (working days) 3 days

Time to respond to a written customer enquiry or request? (working days) 3 days

Time to resolve a customer enquiry or request? (working days) 3 days

What percentage of calls are not answered? (5%,10% or more) All calls get answered
How long does it take to respond to voice mails2 (hours) 3 days

Does the municipality have control over logged enquiries? (Yes/No) Yes via the Link App report managemnets system
Is there a reduction in the number of complaints or not2 (Yes/No) Yes

How long does in take to open an account to a new customer? (1 day/ 2 days/ a week or longer) 1 day

How many times does SCM Unit, CFO's Unit and Technical unit sit to review and resolve SCM process delays other than normal monthly
management meetings?

Land use applications

Building plan applications

Once per annum

120 days after advertising
21 days after complete application was received

Community safety and licensing services

How long does it take to register a vehicle? (minutes) 20 minutes
How long does it take to renew a vehicle license? (minutes) 10 minutes
How long does it take to issue a duplicate registration certificate vehicle? (minutes) 30 minutes
How long does it take to de-register a vehicle? (minutes) 10 minutes
How long does it take to renew a drivers license? (minutes) 30 minutes
What is the average reaction time of the fire service to an incident? (minutes) 20 minutes
What is the average reaction time of the ambulance service to an incident in the urban area? (minutes) 15 minutes
What is the average reaction time of the ambulance service to an incident in the rural area? (minutes) 40 minutes
Economic development

How many economic development projects does the municipality drive? N.A.

How mcnyleconomic development programme are deemed to be catalytic in creating an enabling environment to unlock key economic Five
growth projects?

What percentage of the projects have created sustainable job security? Five

Does the municipality have any incentive plans in place to create an conducive environment for economic development? (Yes/No) No

Other Service delivery and communication

Is a information package handed to the new customer? (Yes/No) No

Does the municipality have training or information sessions to inform the community2 (Yes/No) Yes

Are customers treated in a professional and humanly manner2 (Yes/No)

Yes - Batho Pele implemented. Code of Ethics implemented. Staff training.’
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Swellendam Municipality Procurement Plan 2023/2024

ESTIMATED VALUE
RESPONSIBLE DESCRIPTION OF GOODS / WORKS OR SERVICES | Procurement (incl. all ENVISAGED DATE ENVISAGED ENVISAGED
DIRECTORATE DEPARTMENT REQUIRED Strategy applicable SUBMISSION DATE OF CLOSING DATE DATE OF
taxes) TO SCM ADVERTISEMENT AWARD
Infrastructure Water Network  [Swellendam /Railton: Raw Water Supply Tender advertised R10 652 536 n/a n/a n/a n/a
Swellendam (Railton): Upgrade of Bakenskop
and Railton Pumpstation, completion rising
main to Railton reservoir (await final approval
Infrastructure Water Network  |in DORA) Tender RS 124 348 30-Jun-23 07-Jul-23 04-Aug-23 31-Aug-23
Infrastructure Sewerage Network|New Silo wastewater Pump station Tender R3 000 000 20-Oct-23 03-Nov-23 24-Nov-23 19-Jan-24
Infrastructure Water Network Swellendam (Railton): Bulk Water Reficulation Tender advertised R2 300 000 n/a n/a n/a n/a
Infrastructure Electricity Network |Electricicaiton of housing project 950 erven Tender R2173913 21-Jul-23 11-Aug-23 01-Sep-23 06-Oct-23
Rehabilitation of section of Van Riebeeck
Infrastructure Streefts Street, Barrydale Tender R2 100 000 21-Jul-23 11-Aug-23 01-Sep-23 06-Oct-23
Infrasfructure Streefs Rehabilitation of roads (RRAMS priority list) Tender R3 000 000 21-Jul-23 11-Aug-23 01-Sep-23 06-Oct-23
Infrastructure Water Purification|Installation of chlorination system WTW Tender R1 400 000 20-Aug-23 03-Sep-23 24-Sep-23 26-Nov-24
Railton Upgrading of Gravel Roads and
Infrastructure Streets Stormwater Phase 3 Tender R1 305 000 14-Oct-23 27-0Oct-23 17-Nov-23 14-Jan-23
Infrastructure Sewerage Purification |Installation of chlorination system WWTW Tender R1 298 050 20-Aug-23 03-Sep-23 24-Sep-23 26-Nov-24
Financial Services Financial Services|Conversion of old Library into offices Tender R700 000 08-Sep-23 22-Sep-23 27-Oct-23 01-Dec-23
Corporate Services Town Planning Railton Walkway Project Tender R782 609 30-Jun-23 07-Jul-23 04-Aug-23 31-Aug-23
Replacement of Old redundent MV oile
Infrastructure Electricity Network |SWifchgear with SFé or Vacuum swifch gear. o yer R500000|  21-Jul-23 04-Aug-23 18-Aug-23 22-Sep-23
Infrastructure Water Network | Barydale mid reservoir booster pumpstation o e R380000]  20-Oct-23 03-Nov-23 24-Nov-23 19-Jan-24
Infrastructure Water Purification|Suurbraak WTW Phase 2 Professional Fees Contract in place R319 330 n/a n/a n/a n/a
Renewable Energy (Solar) / Generator for load
Community Services  |Traffic shedding Tender R300 000 11-Aug-23 25-Aug-23 08-Sep-23 20-Oct-23
Community Services  |Traffic New vehicle fesfing system Tender R300000|  15-Sep-23 29-5ep-23 13:0ct23 | 24-Nov-23
Infrastructure Streets Upgrade of imigation pump station Suurbrack  |ro e R250000|  20-Oct-23 03-Nov-23 24-Nov-23 19-Jan-24
Financial Services Information Technology | Computer Equipment - All departments Contract in place R240 000 n/a n/a n/a n/a
Klipperivier Stainless steel safety Railings
Infrastructure Sewerage Purification |Replacement Confract in place R200 000 n/a n/a n/a n/a
Infrastructure Streets New gravel road erf 832 to 835 Tender R200 000 25-Aug-23 08-Sep-23 22-Sep-23 27-Oct-23
Solar panels, batteries and electrical
Community Services |Refuse installation portion for Bontebok building Formal Quotation R170 000 04-Aug-23 18-Aug-23 25-Aug-23 29-Sep-23
Corporate Services Corporate Services [SSEG for security cameras Formal Quotation R150 000 19-Jan-24 02-Feb-24 09-Feb-24 02-Mar-24
Infrastructure sewerage Network|RCilfon sanitation upgrade, street front sewers - ) o ctation R150000|  28-Jul-23 11-Aug-23 18-Aug-23 22-Sep-23
Steps and channel grids with railings for
Infrastructure Water Purification|Swellendam WTW Formal Quotation R100 000 26-Jan-24 09-Feb-24 16-Feb-24 08-Mar-24
Infrastructure Sewerage Network |Stone Trap - Barrydale Waste Water Network Formal Quotation R120 000 26-Jan-24 09-Feb-24 16-Feb-24 08-Mar-24
Financial Services Information Technology |ICT Network Formal Quotation R100 000 02-Feb-24 16-Feb-24 23-Feb-24 23-Mar-24
Office Furniture and Equipment (all
Financial Services Financial Services|departments) Formal Quotation R100 000 02-Feb-24 16-Feb-24 23-Feb-24 23-Mar-24
Community Services |Refuse Mini drop off sites for Railton Formal Quotation R100 000 04-Aug-23 18-Aug-23 25-Aug-23 29-Sep-23




ESTIMATED VALUE

RESPONSIBLE DESCRIPTION OF GOODS / WORKS OR SERVICES | Procurement (incl. all ENVISAGED DATE ENVISAGED ENVISAGED
DIRECTORATE DEPARTMENT REQUIRED Strategy applicable SUBMISSION DATE OF CLOSING DATE DATE OF
taxes) TO SCM ADVERTISEMENT AWARD

(Stalled project) Upgrading of Railton Sports
Community Services  |Sport and Recreation|Grounds Phase 3 Tender R86 960 16-Feb-24 02-Mar-24 09-Mar-24 20-Apr-24
Community Services  |Parks Roller Mower 1.5M Formal Quotation R70 000 04-Aug-23 18-Aug-23 25-Aug-23 29-Sep-23

Recycle bins for public spaces - Drop off
Community Services |Refuse facility Formal Quotation R65 000 04-Aug-23 18-Aug-23 25-Aug-23 29-Sep-23
Infrastructure Electricity Network |Machinery and Equipment Formal Quotation R60 000 09-Feb-24 23-Feb-24 02-Mar-24 31-Mar-24
Community Services  |iusons mulipuposs centie | OTMUNItY halls machinery and equipment 1. 1 o oiation R60000|  09-Feb-24 23-Feb-24 02-Mar-24 31-Mar-24
Community Services  [thusong Multipupose Centre |Replace alarm system Contract R60 000 09-Feb-24 23-Feb-24 02-Mar-24 31-Mar-24
Community Services  |Parks Grass cutting equipment (Brush cutters) Formal Quotation R50 000 04-Aug-23 18-Aug-23 25-Aug-23 29-Sep-23
Commurnity Services  |Parks Toilet and garage (Buffeljags) Formal Quotation R50000|  21-Jul-23 04-Aug-23 18-AUg-23 | 22-Sep-23
Infrastructure Water Dams Access ladder and grids- Suurbraak Formal Quotation R50 000 25-Aug-23 08-Sep-23 15-Sep-23 20-Oct-23
Infrastructure Office Buildings | RePlace Airconditioners af various buildings .\ quotation R50000|  25-Aug-23 08-Sep-23 15-Sep-23 20-Oct-23
Community Services  [musong multipurpose centre | Community halls furniture and equipment Formal Quotation R40 000 25-Aug-23 08-Sep-23 15-Sep-23 20-Oct-23
Community Services  |Caravan Park  |Furnifure & equipment (Microwaves, Fridges) | o quotation R40000|  18-Aug-23 01-Sep-23 08-Sep-23 06-Oct-23
Community Services |Refuse Mashinery and equipment Formal Quotation R40 000 18-Aug-23 01-Sep-23 08-Sep-23 06-Oct-23
Infrastructure Storm Water Concrete Mixer Formal Quotation R35 000 15-Sep-23 27-Sep-23 06-Oct-23 27-Oct-23
Community Services |[Commonage Fire skids Formal Quotation R35 000 14-Jul-23 28-Jul-23 04-Aug-23 01-Sep-23
Infrastructure Sewerage Purification [Sewer Machinery and equipment Formal Quotation R30 000 25-Aug-23 n/a n/a 31-Aug-23
Community Services  |Refuse Skip for hazardous material Bontebok, Infanta ¢ ) o tation R30000|  25-Aug-23 n/a n/a 31-Aug-23
Infrastructure Sewerage Network [Sewerage - Machinery and equipment Formal Quotation RO 25-Aug-23 n/a n/a 31-Aug-23
Infrastructure Water Network Replacement of Machinery Formal Quotation R30 000 25-Aug-23 n/a n/a 31-Aug-23
Infrastructure Streets Generator 5 kW Streets Formal Quotation R30 000 25-Aug-23 n/a n/a 31-Aug-23
Infrastructure Sewerage Network [Barrydale - Manhole - wilge street Formal Quotation R30 000 25-Aug-23 n/a n/a 31-Aug-23

Cafeteria(place to eat for personnel) -
Community Services  |Parks Suurbraak Formal Quotation R25 000 28-Jul-23 n/a n/a 11-Aug-23
Infrastructure Office Buildings  |Machinery and Equipment Formal Quotation R20 000 25-Aug-23 n/a n/a 31-Aug-23
Financial Services Stores Concrete Loading Bay - Stores Formal Quotation R20 000 03-Nov-23 n/a n/a 10-Nov-23
Municipal Manager Municipal Manager [Media - Office Equipment Formal Quotation R20 000 25-Aug-23 n/a n/a 31-Aug-23
Community Services |[Traffic Tables for Barrydale learners classes Formal Quotation R16 000 04-Aug-23 n/a n/a 11-Aug-23
Community Services |Refuse Recycling bins for all municipal offices Formal Quotation R15 500 01-Sep-23 n/a n/a 08-Sep-23
Community Services [Traffic Traffic mascot for road safety Formal Quotation R15 000 08-Sep-23 n/a n/a 15-Sep-23
Community Services  |Parks Parks Machinery and Equipment Formal Quotation R10 000 28-Jul-23 n/a n/a 11-Aug-23
Community Services [Traffic Traffic: Machinery and Equipment Formal Quotation R10 000 08-Sep-23 n/a n/a 15-Sep-23
Infrastructure Workshop Fleet  |Fleet Machinery and equipment Formal Quotation R10 000 15-Sep-23 n/a n/a 22-Sep-23
Community Services  [Community Services |Cell phones (5) Written Quotation R8 000 28-Jul-23 n/a n/a 04-Aug-23
Infrastructure Street Lights Replace 70 LED Streetlights: Barrydale Contract in place R180 000 01-Sep-23 n/a n/a 08-Sep-23
Financial Services Financial Services|Conversion of old Library into offices Tender R1 500 000 08-Sep-23 22-Sep-23 27-Oct-23 01-Dec-23
Infrastructure Water Network Barrydale Pump Station Fencing Formal Quotation R92 000 15-Sep-23 22-Sep-23 29-Sep-22 20-Oct-23
Community Services |Refuse Landfill site Bontebok Fencing Proc done by DEA R4 781 030 n/a n/a n/a n/a
Community Services  [Housing Emergency Housing alternative Formal Quotation R50 000 15-Mar-24 22-Mar-24 29-Mar-24 20-Apr-24
Infrastructure Sewerage Network [Barrydale Sewer Manholes (82 Houses) Tender R1 100 000 21-Jan-24 11-Feb-24 03-Mar-24 06-Apr-24

R46 330 276




Capital Budget MTREF 2023/2024

46 330 276 30841170 23 085 351
Own Department GFS Classification (Function) Project description Funding Source Amount (2023/24) Amount (2024/25) Amount (2025/26)
WATER NETWORK Water Management - Core Function - Water ¢ e 4om (Railton): Bulk Water Reticulation MIG 10 652 536 - -
Distribution
WATER NETWORK Water Management - Core Funcfion - Water o oo (Railton): Bulk Water Reticulation BOR 2300 000 - -
Distribution
STREETS Road Transport - Core Function - Roads Railton Upgrading of Gravel Roads and MIG - 4562 150 5841130
Stormwater Phase 3
STREETS Road Transport - Core Function - Roads Railton Upgrading of Gravel Roads and CRR 1 305 000 1141 000 960 300
Stormwater Phase 3
SEWERAGE PURIFICATION Waste Water Management - Core Funcfion - g e (smitsville) Upgrade WWTW MIG - - 4347 830
Waste Water Treatment
SEWERAGE PURIFICATION Waste Water Management - Core Function - g 1 (smitsville) Upgrade WWITW CRR . - 1087 000
Waste Water Treatment
OFFICE BUILDINGS finance and Administration - Core Function -y, inery and Equipment CRR Rev 20 000 20 000 20 000
Property Services
ELECTRICITY NETWORK Energy Sources - Core Function - Electricity Machinery and Equipment CRR Rev 60 000 63 000 66 150
HALLS Commuany and So‘?'o' Services - Co'r'e' Community halls machinery and equipment CRR Rev 60 000 63 000 66 000
Function - Community Halls and Facilities
Community and Social Services - Core . . .
HALLS . X L Community halls furniture and equipment CRR Rev 40 000 40 000 60 000
Function - Community Halls and Facilities
THUSONG MULTIPURPOSE Community and Social Services - Core . -
CENTER Function - Community Halls and Facilities Container/ Store Room/ Shelter for Securities CRR Rev - - -
Finance and Administration - Core Function - .
INFORMATION TECHNOLOGY . Computer Equipment - All departments CRR Rev 240 000 240 000 240 000
Information Technology
INFORMATION TECHNOLOGY | nance and Adminisiration - Core Funchion - - \ otk CRR Rev 100 000 100 000 100 000

Information Technology




Capital Budget MTREF 2023/2024

Own Department GFS Classification (Function) Project description Funding Source Amount (2023/24) Amount (2024/25) Amount (2025/26)

SUPPLY CHAIN MANAGEMENT |Finance and Adminisiration - Core Function -~ oo | o ading Bay - Stores CRR Rev 20 000 - -
Supply Chain Management

SUPPLY CHAIN MANAGEMENT | n@nce and Adminisiration - Core Funcion - gy 1o chinery & Equipment CRR Rev - 5000 -
Supply Chain Management
Finance and Administration - Core Function -

MUNICIPAL MANAGER Marketing, Customer Relations, Publicity and  |Media - Office Equipment CRR Rev 20 000 30 000 35000
Media Co-ordination
Planning and Development - Core Function -

TOWN PLANNING Town Planning, Building Regulations and Planning - Office Equipment CRR Rev - 3000 -
Enforcement, and City Engineer

CORPORATE SERVICES Finance and Adminisfration - Core Funcfion -1 te office Equipment CRR Rev - 3000 3000
Administrative and Corporate Support

CORPORATE SERVICES finance and AdmlnlSTrdTIOﬂ - Core Function - Upgrade of signages at municipal offices CRR Rev - 50 000 50 000
Property Services

CORPORATE SERVICES Finance and Adminisfration - Core Funcfion - Jeoe ¢ <o rity cameras CRR Rev 150 000 - -
Property Services

PARKS Sport Ond. Recredhpn - Cpre Funchpn ) Procurement of a new trailer - Parks CRR Rev - 31 000 -
Community Parks (including Nurseries)
Sport and Recreation - Core Function - . .

PARKS Community Parks (including Nurseries) Parks Machinery and Equipment CRR Rev 10 000 - 10 000
Community and Social Services - Core

CEMETERIES Function - Cemeteries, Funeral Parlours and Cemetry Machinery and Equipment CRR Rev - 5000 -
Crematoriums

STREETS Road Transport - Core Function - Roads Rehabilitation of section of Van Riebeeck Sireet, | gp oy 2100 000 - -

Barrydale

SEWERAGE PURIFICATION Waste Water Management - Core Function - Sewerage - Machinery and equipment CRR Rev 30 000 31 500 33 000
Waste Water Treatment

WATER NETWORK Water Management - Core Function - Water g 1o mid reservoir booster pumpstation CRR 380 000 - -

Distribution




Capital Budget MTREF 2023/2024

Own Department GFS Classification (Function) Project description Funding Source Amount (2023/24) Amount (2024/25) Amount (2025/26)
WATER PURIFICATION Water Management - Core Function - Water  |Steps and channel grids with railings for CRR REV 100 000 . B
Treatment Swellendam WTW
Waste Water Management - Core Function - |[New anaerobic mixer motor and gearbox for
SEWERAGE PURIFICATION Waste Water Treatment Klipperivier WWTW CRR ) 145 000 )
SEWERAGE NETWORK gve‘jj:(]g:fer Management - Core Funcfion - ¢ 1 < nitation upgrade, street front sewers CRR 150 000 252 000 330 000
FINANCIAL SERVICES :2222: and Administrafion - Core Funcfion - | e ¢ mitire and Equipment (all departments)  |CRR Rev 100 000 120 000 120 000
ELECTRICITY NETWORK Energy Sources - Core Function - Electricity Electrification 950 Houses INEP B 8 695 652 4 347 826
STREETS Road Transport - Core Function - Roads Railton Roads Maintenance MIG - 2 606 193 1556 345
STREETS Road Transport - Core Function - Roads Railton Roads Maintenance CRR - 652175 652175
FINANCIAL SERVICES Funcf!on: Finance and /'\dmlnlsfrohon - Core Conversion of old Library into offices CRR Rev 700 000
Function - Property Services
WATER PURIFICATION Water Management - Core Function - Water g, 1o wiw Phase 2 Professional Fees MIG 319330 - -
Treatment
SPORTS AND RECREATION sport and Recreation - Core Function - Sports - 4in g of Railton Sports Grounds Phase 3 MIG 86 960 4226 700 -
Grounds and Stadiums
WATER PURIFICATION Tv::;fr;grimgemem - Core Function - Waler | 4 ile Bulk Water Infrastructure Phase 1 CRR - 1304 350 1304 350
. Swellendam (Railton): Upgrade of Bakenskop and
WATER NETWORK W.Gt.er Monogemenf - Core Function - Water g Giion Pumpstation, completion rising main to WSIG 5124348 - -
Distribution . .
Railton reservoir
THUSONG MULTIPURPOSE Function: Community and Social Services - Repair of Thusong hall kitchen CRR Rev . 150 000 B

CENTER

Core Function - Community Halls and Facilities




Capital Budget MTREF 2023/2024

Own Department GFS Classification (Function) Project description Funding Source Amount (2023/24) Amount (2024/25) Amount (2025/26)

THUSONG MULTIPURPOSE Function: Community and Social Services -

CENTER Core Function - Community Halls and Facilities Replace alarm system CRR Rev 60000 . B
Sport and Recreation - Core Function - . .

Parks Community Parks (including Nurseries) Trailer type cherry picker CRR Rev - 120 000, -
Sport and Recreation - Core Function - . .

Parks Community Parks (including Nurseries) Grass cutting equipment (Brush cutters) CRR Rev 50 000 50 000 -

Parks Sport Ond. Recredhpn - Cpre Funchpn . Roller Mower 1.5M CRR Rev 70 000 - 70 000
Community Parks (including Nurseries)
Sport and Recreation - Core Function - .

Parks Community Parks (including Nurseries) 12 Volt Diesel Transfer pump (Bulldozer) CRR Rev - - -
Sport and Recreation - Core Function - . . . .

CARAVAN PARK . - Furniture & equipment (Microwaves, Fridges) CRR Rev 40 000 40 000 40 000
Recreational Facilities
Executive and Council - Core Function -

COMMUNITY SERVICES Municipal Manager, Town Secretary and Chief |Cell phones x 5 CRR Rev 8 000 - -
Executive
Sport and Recreation - Core Function - . .

Parks Community Parks (including Nurseries) Under roof parking for parks vehicles CRR Rev - 60 000 -

Parks sport Cmd. Recreohpn - Cpre Funchf)n : Cafeteria (place to eat for personnel) - Suurbraak |CRR Rev 25 000 - -
Community Parks (including Nurseries)
Sport and Recreation - Core Function - . .

Parks Community Parks (including Nurseries) Toilet and garage (Buffeljags) CRR Rev 50 000 - -
Waste Management - Core Function - Solid

REFUSE Waste Disposal (Landfill Sites) Brush cutter CRR Rev B ) B

COMMUNITY SERVICES Public Safety - Core Function - Police Forces. b o wifi at waste, libraries, traffic, etc CRR Rev - - -
Traffic and Street Parking Control

REFUSE Waste Management - Core Funcfion - Solid 1\ o ond equipment CRR Rev 40 000 42000 44000

Waste Disposal (Landfill Sites)




Capital Budget MTREF 2023/2024

Own Department GFS Classification (Function) Project description Funding Source Amount (2023/24) Amount (2024/25) Amount (2025/26)
TRAFFIC Ezpccef'g’?r;‘f’ltc"'gnss;f:;’efi‘;ﬁlE;”ggz:rolpo"ce Safe for various forms CRR Rev - - 350 000
ot e e vl ey i oreorn o - -
TRAFFIC EZ?;;S?;;%S'igﬂ?;?:ge_f(;zrriiI:;ncczz:r(;lponce Trailer for pounding of animals CRR - - -
TRAFFIC Ezrfetis(??r:;tfjizlEn?fsf:;’e_f(f:’ziir:;nézirr(;lPonce Office chairs for cashiers CRR Rev - - -
TRAFFIC Ezpcceff?r;‘f’ltc"'gns(f;f:;’efi‘;ﬁlE;”ggz:rolpo"ce Tables for Barrydale learners classes CRR Rev 16 000 - 20 000
e R i) W - - -
TRAFFIC Ezpcceff?r;‘f’ltc"'gns(f;f:;’efi‘;ﬁlE;”ggz:rolpo"ce Traffic mascot for road safety CRR Rev 15000 - -
TRAFFIC EZ?;;S?;;%Z'En?fsf:;’éiz:i;;nézigélPonce New vehicle testing system CRR 300 000 - -
TRAFFIC Ezpcceff?r;‘f’ltc"'gns(f;f:;’efi‘;ﬁlE;”égz:rolpo"ce Storage container CRR Rev . - 120 000
REFUSE xzzi g‘eqr:ggslmem - Core Function - Solid Baboon proof bins Infanta and Malagas x 20 CRR Rev - - 80 000
st peoganer, o ncin- oo st ol ietn | ~ ~
REFUSE xzzi g‘:r:ggslmem - Core Function - Sofid Gis reader for waste bins and grave sites CRR Rev - - -
REFUSE Waste Management - Core Funcfion - Solid |¢o ¢ b o7 ardous material Bontebok, Infanta CRR Rev 30 000 - -

Waste Removal
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Own Department GFS Classification (Function) Project description Funding Source Amount (2023/24) Amount (2024/25) Amount (2025/26)
REFUSE \éxlec!:s;ilir\r:\;]nagemem - Core Funcion - Recycle bins for public spaces - Drop off facility  |CRR Rev 65000 85000 85 000
REFUSE Waste MGnGgemenT - Core Funcion - Recycling bins for all municipal offices CRR Rev 15 500 - -
Recycling
Waste Management - Core Function - Solid - . .

REFUSE Waste Disposal (Landfil Sites) Mini drop off sites for Railton CRR 100 000 - -

REFUSE Waste Mcnqgemem - Core Function - 1x 6rT1 Container for Infanta central recycling CRR Rev : 50 000 R
Recycling locations
Waste Management - Core Function - Solid 2 x 6m Container guard hut for Suurbraak and

REFUSE Waste Disposal (Landfill Sites) Barrydale + toilet CRR Rev 130 000

WATER NETWORK W.Gt.er Monogemenf - Core Function - Water Upgrade of irrigation pump station Suurbraak CRR 250 000 - -
Distribution

WATER PURIFICATION Water Management - Core Funcfion - Water ||\, o of chiorination systerm WTW CRR 1 400 000 - -
Treatment

SEWERAGE PURIFICATION Waste Water Management - Core Function - |, . tion of chiorination systerm WWIW BOR 1298 050 - -
Waste Water Treatment

SEWERAGE NETWORK Waste Water Management - Core Function - |\ | ¢ wastewater Pump station CRR OTH 3000 000 - -
Sewerage

WATER DAMS \;:s:sgg\onogemenf - Core Function - Water 1, - ess ladder and grids- Suurbraak CRR Rev 50 000 - -

WATER PURIFICATION Watter Management - Core Function -Waler 11 eiry & SCADA upgrades for watter CRR - - -
Treatment

WATER NETWORK \I;Vigtiebruf\;?g:ogemenf - Core Function - Water 1, e Machinery and equipment CRR Rev 30 000 31 500 33 000

ELECTRICITY NETWORK Energy Sources - Core Function - Blectricity | o acement of Old redundent MV oile CRR 500 000 500 000 500 000

switchgear with SFé or Vacuum switch gear
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Own Department GFS Classification (Function) Project description Funding Source Amount (2023/24) Amount (2024/25) Amount (2025/26)
ELECTRICITY NETWORK Energy Sources - Core Function - Electricity Cable Locator Kit Vlocpro 3 10 W VIVAX CRR Rev - - 185 000
ELECTRICITY NETWORK Energy Sources - Core Function - Electricity Cable Locator Kit Vlocpro 3 10 W VIVAX CRR Rev - 202 950 -
ELECTRICITY NETWORK Energy Sources - Core Function - Electricity Cable Locator Kit Vlocpro 3 10 W VIVAX CRR Rev - - 223 245
STREETS Road Transport - Core Function - Roads Single cab LDV (2023/2024) x 2 CRR - - -
STORMWATER Waste Water Management - Core Function - | ote mixer CRR Rev 35000 35000 35000

Storm Water Management
STREETS Road Transport - Core Function - Roads Generator 5 kW Streets CRR Rev 30 000 - -
STREETS Road Transport - Core Function - Roads Industrial roads (Dept Agriculture Grant) AGRI - - -
STREETS Road Transport - Core Function - Roads Rehabilitation of roads (RRAMS priority list) BOR - 3 000 000 -

Function: Public Safety - Core Function - Police CRR Rev 10 000 10000 10 000
TRAFFIC Forces, Traffic and Street Parking Control Traffic: Machinery and Equipment

Waste Water Management - Core Function - [Klipperivier Stainless steel safety Railings CRR 200 000 - -
SEWERAGE PURIFICATION Waste Water Treatment Replacement

Function: Community and Social Services - Non CRR Rev 35000 - -
COMMONAGE core Function - Disaster Management Fire skids
STREETS Road Transport - Core Function - Roads o . X CRR 3 000 000 1 500 000 -

Rehabilitation Russel roads in Industrial Area

OFFICE BUILDINGS finance and Administration - Core Function - Replace Airconditioners at various buildings CRR Rev 50 000 50 000 50 000

Property Services
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Own Department GFS Classification (Function) Project description Funding Source Amount (2023/24) Amount (2024/25) Amount (2025/26)
SEWERAGE NETWORK Waste Water Management - Core Function - CRR 120 000 B ~
Sewerage
Stone Trap - Barrydale Waste Water Network
SEWERAGE NETWORK Waste Water Management - Core Function - ' CRR 30000 B ~
Sewerage Barrydale - Manhole - wilge street
STREETS Road Transport - Core Function - Roads CRR Rev 200 000 - -
New gravel road erf 832 to 835
WORKSHOP FLEET Finance and Adminisfration - Core Funcfion - 1o 1\ hinery and equipment CRR Rev 10000 10 000 10000
Fleet Management
Provincial
contribution
towards the 2173913 - -
Function: Energy Sources - Core Function - acceleration of
ELECTRICITY NETWORK Electricity Electricicaiton of housing project 950 erven housing delivery
Function: Planning and Development - Core
Function - Town Planning, Building Regulations 782 609 B B
TOWN PLANNING and Enforcement, and City Engineer Railton Walkway Project RSEPP
Waste Management - Core Function - Solid
REFUSE . SN - - -
Waste Disposal (Landfill Sites) Compactor BOR
Function: Energy Sources - Core Function - CRR Rev 180 000
STREET LIGHTS Street Lighting and Signal Systems Replace 70 LED Streetlights: Barrydale
Function: Energy Sources - Core Function - 385 000
STREET LIGHTS Street Lighting and Signal Systems 150 New Led Streetlights : Railton CRR
FINANCIAL SERVICES Function: Finance and Administration - Core o oo of old Library into offices 1500 000
Function - Property Services CRR
WATER NETWORK Function: Water Management - Core Funcfion 15 16 pump station Fencing CRR Rev 92 000
Water Distribution
REFUSE . .
Function: Waste Management - Core Function - .
Solid Waste Disposal (Landfil Sites) Landfill site Bontebok Fencing AGRI 4781 030
Function: Housing - Non-core Function - . .
HOUSING X Emergency Housing alternative CRR Rev 50 000
Housing
Waste Water Management - Core Function - 1 100 000
SEWERAGE NETWORK Sewerage Barrydale Sewer Manholes (82 Houses) Hum
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MFMA Circular No. 123

Introduction

This budget circular is a follow-up to MFMA Circular No. 122 that was issued on 09 December
2022. It aims to provide further guidance to municipalities with the preparation of their
2023/24 Medium Term Revenue and Expenditure Framework (MTREF) budgets and should
be read together with the budget circulars that have been issued previously.

The grant allocations as per the 2023 Budget Review and the 2023 Division of Revenue Bill
are also key focus areas in this circular. Municipalities are reminded to refer to the annual
budget circulars of the previous years for guidance in areas of the budget preparation that is
not covered in this circular.

1. The South African economy and inflation targets

GDP is expected to grow by 0.9 per cent in real terms in 2023, compared with an estimate of
1.4 per cent at the time of the medium-term budget policy statement (MTBPS), recovering
slowly to 1.8 per cent in 2025.

The economic outlook faces a range of risks, including weaker-than-expected global growth,
further disruptions to global supply chains and renewed inflationary pressures from the war in
Ukraine, continued power cuts and a deterioration in port and rail infrastructure, widespread
criminal activity, and any deterioration of the fiscal outlook.

Government is taking urgent measures to reduce load-shedding in the short term and
transform the sector through market reforms to achieve long-term energy security. Several
reforms are under way to improve the performance of the transport sector, specifically freight
rail and to improve the capability of the state.

The following macro-economic forecasts must be considered when preparing the 2023/24
MTREF municipal budgets.

Table 1: Macroeconomic performance and projections, 2021 - 2026

Fiscal year 2021/22 2022/23 2023/24 2024/25 2025/26
Actual Estimate Forecast
CPl Inflation 4.9% 6.9% 5.3% 4.9% 4.7%

Source: Budget Review 2023.

Note: the fiscal year referred to is the national fiscal year (April to March) which is more closely aligned to the municipal fiscal year
(July to June) than the calendar year inflation.

2. Key focus areas for the 2023/24 budget process

2.1 Local government conditional and unconditional grants allocations

Over the 2023 MTEF period, local government allocations will increase by a total of
R14.3 billion, made up of R8.1 billion in the local government equitable share and R6.2 billion
in direct conditional grants. This takes the total direct allocation to R521.7 billion over the
same period. These allocations alleviate some of the financial pressures, particularly in basic
services, where the costs of providing services are rising.

The local government equitable share and related allocations increases at an annual average
rate of 7.8 per cent and municipal conditional grants increase by 3.5 per cent over the 2023
MTEF period.
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The local government equitable share formula has been updated to account for projected
household growth, inflation and estimated increases in bulk water and electricity costs over the
2023 MTEF period. It also includes allocations for the operational and maintenance costs
associated with the provision of free basic services.

The 2023 Budget has ensured that sufficient provision has been made to ensure that all
municipalities are fully subsidised to support indigent households. Following this, R1.35 bhillion
has been left unallocated in the LGES formula for 2023/24 to serve as a precautionary
measure should municipal electricity tariffs exceed the 20.7 per cent provided for in the
formula (see section 5.7 on why this is above the 18.7 per cent approved by the Energy
Regulator). If the actual increase in municipal bulk tariffs exceeds the provision made in the
formula, it will be the first call on those unallocated funds. We will consider funding broader
cost relief measures for municipalities if funds remain available after that.

The R6.2 billion in direct conditional grants is funded from the Budget Facility for Infrastructure
(BFI) and is broken down as follows:

o R2.2 billion added to the Urban Settlements Development Grant to fund the
implementation of projects in the eThekwini Metropolitan Municipality and the City of
Johannesburg;

o R461 million added to the Public Transport Network Grant to align funding with the
revised implementation plan and cash flow projections for the City of Cape Town’s
MyCiTi public transport network project; and

o R3.4 billion added to the Regional Bulk Infrastructure Grant to fund 3 water projects in
Sol Plaatje Local Municipality, Drakenstein Local Municipality and Nelson Mandela Bay
Metropolitan Municipality.

Notable changes to the conditional grants system

Housing emergency grants

Changes to conditional grants in the 2023 Budget include the discontinuation of the conditional
emergency housing grants for provinces and municipalities. The baselines of these two grants
are shifted to the Department of Human Settlements. This will allow the department to
respond quickly in the event of an emergency housing need.

Changes to the INEP conditional grant frameworks

As part of government’s efforts to accelerate access to electricity thereby addressing the
energy crisis, Eskom and municipal INEP grants will begin funding alternative energy
technologies such as rooftop solar and energy-saving devices. Due process must be followed
to access funding for these new technologies. As a result, both Eskom and municipalities will
need to conform to the set requirements by submitting business plans by 31 October 2023.
These business plans, will need to be approved by the Department of Mineral Resources and
Energy (DMRE) before they can be implemented. Priority should be given to new
connections, i.e., non-grid technology should be targeted at households that do not have
access to electricity.

The annual Division of Revenue Bill was published on 22 February 2023. The Bill specifies
the grant allocations and municipalities must reconcile their budgets to the numbers published
therein in compiling their 2023/24 MTREF.

The Division of Revenue Bill, 2023, which includes the annexures outlining allocations to each
municipality is available at:
http://www.treasury.gov.za/documents/national%20budget/2023/default.aspx

Municipal Budget Circular for the 2023/24 MTREF Page 3 of 24
03 March 2023



http://www.treasury.gov.za/documents/national%20budget/2023/default.aspx

MFMA Circular No. 123

2.2 Re-enforcing improved intergovernmental relations in the 2023 Division of
Revenue Bill, (DoRB)

In order to strengthen the system of good intergovernmental relations as envisaged in the
Chapter 3 of the Constitution and subsequent related legislation, municipalities are reminded
of Section 31(3) of DoRA that provides for the facilitation of personal liability for unnecessary
litigation. As required by subsection (1)(a) of this clause, read together with section 41(3) of
the Constitution, a municipality may only institute litigation against any organ of state, state-
owned enterprise, public- and/ or municipal entity after exhausting all dispute resolution
mechanisms required and/ or available to the municipality in terms of existing
intergovernmental relations processes, policy and/ or any related contract with the
municipality, including in terms of the Municipal Finance Management Act, 2003, the
Intergovernmental Relations Framework Act, 2005, and/ or the Electricity Regulation Act, 2006
(dispute processes administered by National Energy Regular of South Africa (NERSA)).

Section 31 is amended to include a clause that requires that where an organ of state decides
to institute judicial proceedings against another organ of state, it must, within 10 working days
of its decision, notify the National Treasury, the relevant provincial treasury, the Department of
Cooperative Governance and the Auditor-General, of the details of compliance with Chapter 4
of the Intergovernmental Relations Framework Act, 2005, including an explanation of the
failure to resolve the dispute.

2.3 Conditional grants usage

Conditional grant funds may only be used for the purposes, and subject to the conditions
specified in the framework for each conditional grant. These conditions are binding in terms of
sections 11 and 12 of the annual Division of Revenue Act. Any instruction by a municipal,
provincial, or national official or politician that is inconsistent with the framework of a
conditional grant is invalid. Municipalities are reminded that in terms of section 32 of DoRA,
spending of a grant that is inconsistent with DORA is considered irregular or unauthorised
expenditure.

3. Pension and medical aid fund defaults

There has been a growing trend where municipalities are deducting pension and/ or medical
aid contributions from officials but are not paying it over to their pension- and/ or medical aid
fund. This is inconsistent with the intent and spirit of the MFMA and constitutes an act of
financial misconduct in terms of section 171 of the MFMA read with the Municipal Regulations
on Financial Misconduct Procedures and Criminal Proceedings, 2014 and also a financial
offence in terms of section 173 of the MFMA read together with the Municipal Regulations on
Financial Misconduct Procedures and Criminal Proceedings. Municipal Councils should refer
these actions to the Disciplinary Boards for further investigation and should also lay criminal
charges against the accounting officer or any other responsible or delegated official who has
failed to perform the responsibility outlined in terms of section 65(2)(f) of the MFMA which
states that “the accounting officer of a municipality must take all reasonable steps to ensure
that the municipality complies with its tax, levy, duty, pension, medical aid, audit fees and
other statutory commitments”. Municipal Councils should also consider further measures and
actions in terms of the Pension Funds Act, as may be applicable.

4. Municipal Standard Chart of Accounts (IMSCOA)
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4.1 Version 6.7 of the mSCOA Chart Go Live
Version 6.7 of the mSCOA chart will go live on 13 March 2023, whereafter tabled budget data
strings can be uploaded on the GoMuni portal.

For new mSCOA chart changes to be considered for version 6.8 of the chart, a Frequently
Asked Questions (FAQ) must be logged by 31 August 2023 on the mSCOA FAQ database on
GoMuni. FAQ queries can be logged at:

https://lg.treasury.gov.zal/ibi apps/porta/mSCOA FAQ

It is important that the issue logged is described clearly and that sufficient supporting evidence
is provided to ensure that all aspects of the issue are considered. After investigating the query
logged, the following actions will be taken:

o If the query does not require a chart change, the FAQ will be closed, and feedback will
be provided to the logger.
o If the query warrants a chart change, it will be submitted for consideration and approval

by the relevant committees within the National Treasury.

Chart changes are communicated in October of each year to allow sufficient time for
municipalities and vendors to effect such changes. Chart changes are officially published in
the MFMA Budget Circular in December of each year.

4.2 Additional requirements to change municipal financial systems

The cost and risk associated with procuring and implementing a new Enterprise Resource
Planning (ERP) financial system necessitate careful consideration and extensive planning to
ensure a smooth operational transition. Such a transition takes at least 18 months to conclude
and does not come without challenges and disruptions in operations.

The National Treasury will regulate the minimum business processes and system
specifications for mSCOA by the end of 2024/25. A new transversal tender for the provision of
ERP financial systems that complies with these regulations will be put in place once the
regulations have been issued. Municipalities should therefore exercise extreme caution when
changing their financial systems at this stage to eliminate fruitless and wasteful expenditure by
procuring financial systems that might not comply with the said regulations.

Municipalities are reminded to follow the due diligence processes set out in MFMA Budget
Circulars No. 93, 98 and mSCOA Circulars No 5 and 6 prior to procuring new financial
systems to protect them from making incorrect decisions in this regard.

In addition, and with immediate effect, municipalities must inform the National and relevant
Provincial Treasury of any intention to replace the financial system currently operating at the
municipality prior to inviting proposals from system providers. This is a requirement in terms
of section 74 of the MFMA. The submission should include:

o A comprehensive motivation with specific reasons for why it is deemed necessary to
replace the existing financial system;

o A copy of the service level agreement with minutes of the meetings between the
municipality and the current service provider (financial system vendor) during the
previous twelve months;

o An assessment to determine which modules of the existing financial system are being
utilised by the municipality. Reasons must be provided for modules not in operation.
Details and reasons must be provided on the use of third-party systems to provide
functionality required in terms of MFMA Circular No. 80;
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o An assessment to detail the proficiency of municipal users to utilise the current financial
system properly. Reasons must be provided if users are not proficient in the use of the
system and the details must be provided on how the system is being operated and
transactions are being captured on the system in such cases;

o The date on which the existing financial system was implemented, the procurement and
implementation costs and the current operational costs thereof must be disclosed;

o The organisational structure, specifically for the IT department/ function, clearly
indicating management capacity and responsibility for operating the financial system;

o A technical assessment should be submitted indicating how the existing ICT
infrastructure, server and network comply with the requirements of the current financial
system; and

o Copies of all IT strategies, policies and procedural documents including the IT disaster
recovery plan must be made available.

The above submissions and all enquiries must be forwarded to lgdocuments@treasury.qov.za.
A working committee comprising representatives from the National and Provincial Treasuries,
the Office of the Auditor-General and other relevant stakeholders will assess the submissions
and respond with its findings. These findings must be tabled in Council and a council
resolution must be submitted to lgdocuments@treasury.gov.za within 14 working days after
the Council meeting has taken place.

It must be emphasized that the combination of both credible data inputs and an effective
financial system is fundamental to ensure the quality and timeliness of financial reporting. If
the data input into the financial system is incorrect then any management information
generated by the system will lack credibility and reliability for decision making. Furthermore, a
municipality with poorly designed business processes will not resolve the problem by
implementing a new financial system. Processes must firstly be redesigned with the
necessary data validation rules if the municipality is to improve its data integrity. This
foundation is integral to ensuring that software applications generate credible information and
can be used effectively by municipalities.

5. Therevenue budget

Similar to the rest of government, municipalities face a difficult fiscal environment. The weak
economic growth has put pressure on consumers’ ability to pay for services, while transfers
from national government are growing more slowly than in the past. Some municipalities have
managed these challenges well, but others have fallen into financial distress and face liquidity
problems. These include municipalities that are unable to meet their payment obligations to
Eskom, Water Boards and other creditors. There is a need for municipalities to focus on
collecting revenues owed to them and eliminate wasteful and non-core spending. It is
important to note that the municipal equitable share as a policy instrument is meant to
subsidies services to the poorest of the poor and not to pay municipal creditors. This bad
practice by municipalities will have to be addressed as a matter of urgency. Municipal
creditors should be advised that municipalities cannot use funds allocated for basic service
provision to pay creditors.

Municipalities must ensure that they render basic services, maintain their assets and a clean
environment. Furthermore, there must be continuous communication with the community and
other stakeholders to strengthen awareness and participation and to improve the
municipality’s reputation. This will assist in attracting investment in the local economy which
may result in increased employment.

Some municipalities are experiencing serious liquidity challenges. Therefore, the new
leadership is advised to:
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o Decisively address unfunded budgets by reducing non-priority spending and improving
revenue management processes to enable collection; and

o Address service delivery failures by ensuring adequate maintenance, upgrading and
renewal of existing assets to enable reliable service delivery.

5.1 Maximising the revenue generation of the municipal revenue base

Reference is made to MFMA Circulars No. 93, paragraph 3.1 and No. 98, paragraph 4.1. The
emphasis is on municipalities to comply with Section 18 of the MFMA and ensure that they
fund their MTREF budgets from realistically anticipated revenues to be collected.
Municipalities are cautioned against assuming collection rates that are unrealistic and
unattainable as this is a fundamental reason for municipalities not attaining their desired
collection rates.

The purpose of the above mentioned MFMA Circulars is to ensure that the municipalities are
using their entire revenue base as the basis for the revenue budget. It is essential that
municipalities reconcile their most recent consolidated valuation roll data to that of the current
billing system data to ensure that revenue anticipated from property rates is realistic. The
municipalities should implement a data management strategy and develop internal capacity to
perform these reconciliations and investigations to improve completeness of billing.

One of the aims of the reconciliation process is to identify exceptions, i.e. records on the
general valuation roll that are not on the billing system and records on the billing system and
vice versa. In addition, the reconciliation must identify duplicated records, missing data, and
data errors. These exceptions should then be investigated, and remedial action strategies
developed for data cleansing and other corrective actions. The Debtors Ageing data should
also form part of the reconciliation process so that “debtors” can be tracked and assessed at a
property record level and prioritised for verification of rates liability measured against a MPRA
property and owner.

To facilitate reconciliation of the separate databases (General Valuation Roll and Billing), a
unique property identifier (common primary unique link code) must be created and populated
for each rateable property on the general valuation roll system and on the rates billing system.
This property identifier must be unique, without duplicates, and must remain constant for the
life of the property. The standards adopted by the South African Council for the Property
Valuers Profession (SACPVP), namely South African Standard: Municipal Valuations for
Property Rating, specifies that the Surveyor General Code SG 21-digit Code, derived, and
created from the property description, be applied for all registered full title properties defined in
terms of part (a) of the definition of property.

For all other MPRA defined property, Part (a) Sectional Title, Part (b) Registered Rights, Part
(c) Land Tenure Rights and Part (d) PSI and, apportioned multiple use property in terms of
sections 8(2)(i) and 9(2), an added suffixed 5 digits to the SG 21-digit code must be assigned
by the designated municipal valuer, thereby creating a unique 26-digit code. The municipality
must ensure that the SG21 digit code and 26-digit coding system is applied in their valuation
roll management system and billing system and engage with their designated municipal valuer
and systems service providers to implement the unique property identifier.

Further it is important that municipalities who are performing a general valuation (GV) to
implement a new valuation roll on 1 July 2023, must also as best practice compare the current
consolidated roll to the new valuation roll. This will identify any anomalies and errors of
category of property and market values for review and investigation and the option of lodging
an objection by the municipality, where applicable. This process should also identify outliers
and shifts in market values by category and area so that tariffs on the new roll can be
modelled and determined in an equitable manner to avoid rates shocks.
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Municipalities should undertake this exercise as a routine practice during the budget process
so that supplementary adjustments to the valuation roll are kept up to date. In order to ensure
that the most updated information is used for the reconciliations, municipalities are reminded
to adhere and comply with Section 23(1)(2) of the MPRA and therefore use the Part A register
as the basis for performing the reconciliations going forward.

Furthermore, municipalities are also advised and expected to comply with Section 8(1) of the
MPRA in terms of the billing methodology that should to be specified within their policies to
ensure that the correct categories (based on the selection made by the municipality) are used
in the reconciliation process.

The list of exceptions derived from this reconciliation will indicate where the municipality may
be compromising its revenue generation in respect of property rates or whether the
municipality is overstating its revenue budget.

A further test would be to reconcile this information with the Deeds Office registry. In
accordance with the MFMA Circular No. 93, municipalities are once more requested to submit
their reconciliation of the Valuation roll/ Part A register to the billing system to the National
Treasury on a quarterly basis by no later than the 10" working day after the end of the quarter.
A detailed action plan must accompany the reconciliation where variances are noted.

The above information must be uploaded by the municipality’s approved registered user(s)
using the GoMuni Upload Portal at: https://lg.treasury.gov.zal/ibi_apps/signin.  If the
municipality experience any challenge uploading the information, a request for an alternative
arrangement may be emailed to linda.kruger@treasury.qov.za.

Municipalities are reminded of the need to clearly communicate the GV appeals and objection
process to residents to ensure that any disputes are timeously resolved.

Revenue Collection — No operation can be sustainable if it does not collect its revenue. A
municipality is no different. There is a misconception that a municipality may not interrupt or
restrict the supply of water services of a defaulting consumer. The National Treasury confirms
that neither the Water Services Act, 1997 (Act No. 108 of 1997) or any other legislation
prevents a municipality from cutting the supply of water to a defaulting consumer unless the
consumer is an indigent in which case the water services to that household must be restricted
to the national free basic water limit of 6 kilolitre water monthly (or 50 kilowatt hours in the
case of free basic electricity monthly). This was confirmed by the Constitutional Court in the
matter of Mazibuko and Others v City of Johannesburg and Others (CCT 39/09) [2009] ZACC
28; 2010 (3) BCLR 239 (CC); 2010 (4) SA 1 (CC) (8 October 2009).

Municipalities are urged to use the restriction/ interruption of supply of both water and
electricity services as a collection tool. Effective from the tabling and adoption of the 2023/24
MTREF, municipalities’ By-laws and policies must facilitate this and clearly stipulate the order
in which any partial payment of the consolidated municipal bill (including property rates) will be
applied as well as the process before the supply of water and electricity services will be cut.
The National Treasury recommended that any partial payment firstly be applied to property
rates, wastewater, waste management, water and lastly to electricity. When interrupting or
restricting the supply of water it is important that such is undertaken together with the
municipal engineer(s) to ensure a continued minimum supply of waste-water.

Municipalities should develop a Wheeling Framework to allow for the transmission of energy
across their networks. These wheeling frameworks provide an opportunity for municipalities to
generate revenue from their distribution networks. Provincial Treasuries or National Treasury
can be approached for support to develop these frameworks.
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5.2 Funding Depreciation

The information shared in Circular 115 regarding the funding of the depreciation refers. It is
important to note that depreciation represents the cost of using assets in service delivery and
forms part of the total cost of providing the municipal service. Accordingly, it should be
included in the setting of cost reflective tariffs to recover the full cost of rendering the service,
failing which the depreciation will not be cash backed on Table A7 and will remain a journal
entry with no value as mentioned in MFMA Circular No. 115.

5.3 Tariff-setting — the impact of loadshedding

Loadshedding not only affects the electricity service but also some municipalities’ ability to
pump water, thereby negatively impacting the stability of water supplies and the related
functioning of the wastewater reticulation network. The loadshedding crisis has been declared
a state of disaster and will require tough budgeting choices for municipalities to make sure that
basic municipal services are sustained. The regulations published in the Government Gazette
No. 48152 on 27 February 2023 in terms of the Disaster Management Act, 2002 (Act 57 of
2002) require municipalities to “ensure continuous operation of water infrastructure and other
specified essential infrastructure, including by installing alternative energy sources or other
measures to provide an uninterrupted power supply.” Municipalities are also required to
“mobilise available resources” and “provide funds for this purpose, subject to affordability.” As
an immediate interim solution back-up electricity to pump water should be prioritised while
being mindful of its affordability within the municipality’s available funding sources and other
critical priorities. The municipality need to adequately plan and prioritise funding in its 2023/24
MTREF for this purpose, including:

o When planning to pump water/ maintain the wastewater service by way of any
alternative solution(s), it is important that the municipality properly plan and budget for
the associated capital and operational costs to operate and maintain the solution(s) over
the 2023/24 MTREF and longer-term;

o Any additional cost the municipality already incurred in this regard during the period of
elevated loadshedding since December 2022 should be projected to continue in 2023/24
i.e. diesel to operate a generator;

o Although a state of emergency has been declared to deal with the continual
loadshedding challenges in the country, it is likely that loadshedding will continue during
the 2023/24 municipal financial year. It is proposed that municipalities factor in the
impact of loadshedding on their electricity revenue projections, taking into account
current experience in terms of loadshedding practices by Eskom;

o The additional costs of prolonged loadshedding should be considered;

o Municipalities are always asked to try to balance full cost recovery on services with
affordability for their residents. In practice, this means that where the full increase in the
cost of a service is not passed on to consumers, municipalities must offset the increased
costs through savings identified elsewhere in their operations. Therefore, reducing/
limiting overall expenditure is a key part of budgeting for the response to
loadshedding. The municipality should stick to its core mandate and functions and
carefully review overall expenditure to manage the net effect. Measures should include
aggressively cutting costs, frills, and vanity projects, dealing with bloated administrations
and structures possibly duplicated across Municipal Manager and Mayoral offices, and
applying for exemptions from the annual salary increases if these are not affordable;

o While municipalities are urged to maximise efficiency in their operations, tariff setting
efforts should consider the need to make additional provision for repairs and
maintenance associated with infrastructure breakdowns during loadshedding;

o Reducing/ limiting overall expenditure — the municipality should stick to its core
mandate and functions — it is necessary to carefully look at the overall expenditure side
to manage the net effect, including aggressively cutting costs, fancy, frills, vanity
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projects, deal with bloated admin- and structures possibly duplicated across Municipal
Manager and Mayoral offices, and apply for exemptions from the annual salary
increases; and

o The cost should be considered and included when setting the tariffs of the service(s) to
which it relates.

Municipalities should also budget for reduced bulk purchases and sales to municipal
customers based on the same loadshedding assumptions cited above.

Municipalities should carefully monitor their Eskom accounts for any penalties that result from
increased demand immediately after a period of loadshedding is ended. Eskom has indicated
that they will reverse any penalties for exceeding notified maximum demand that results from
the implementation of loadshedding. This should be factored into the tariff calculation to
ensure that consumers are not overcharged.

Lastly, it is important to note that a municipality may only introduce a load-shedding levy or
surcharge with the approval of the Minister of Finance and in terms of the legislated processes
set-out in the MFMA and Municipal Fiscal Powers and Functions Act, 2007.

5.4 Setting cost-reflective tariffs

Reference is made to MFMA Circular No. 98, paragraph 4.2. The setting of cost-reflective
tariffs is a requirement of Section 74(2) of the Municipal Systems Act which is meant to ensure
that municipalities set tariffs that enable them to recover the full cost of rendering the service.
This forms the basis of compiling a credible budget. A credible budget is one that ensures the
funding of all approved items and is anchored in sound, timely and reliable information on
expenditure and service delivery (Financial and Fiscal Commission (FFC), 2011). Credible
budgets are critical for local government to fulfili its mandate and ensure financial
sustainability.

A credible expenditure budget reflects the costs necessary to provide a service efficiently and
effectively, namely:

o A budget adequate to deliver a service of the necessary quality on a sustainable basis;
and

o A budget that delivers services at the lowest possible cost.

The National Treasury issued a tariff setting tool and guide as part of MFMA Budget Circular
No. 98 (refer item 4.2) on 6 December 2019 and since 2019, has encouraged municipalities to
utilise the tool. With effect, from the 2023/24 MTREF, all municipalities (except
metropolitan cities and district municipalities that do not provide any services) as part of both
the tabled and adopted MTREF submissions must submit the completed National
Treasury tariff tool (in excel format) illustrating that the revenue component of the budget is
credible and funded and that the municipality’s tariffs are cost reflective. If the municipality’s
initial calculation results in high increases to facilitate cost-reflectiveness, it is recommended
that such are phased in over 3 to 5 years. The municipality’s strategy in this regard should be
included as part of the budget narratives.

This tool will assist in setting tariffs that are cost-reflective and enable a municipality to recover
costs to fulfil its mandate. Going forward it is also imperative that every municipality fully
embrace the Municipal Standard Chart of Accounts (MSCOA): costing component.
Considering, mSCOA implementation is entering its sixth year of implementation, all
municipalities must fully embrace and report also utilising the costing segment correctly. The
National Treasury Municipal Costing Guide is available on the link below on the National
Treasury website.
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http://mfma.treasury.gov.za/Guidelines/Documents/Forms/Allltems.aspx?RootFolder=%2fGuid
elines%2fDocuments%2fMunicipal%20Costing%20Guide&FolderCTID=0x0120004720FD2D0
551AE409361D6CB3E122A08.

5.5 Tariffs —achieving a balance between cost-reflectiveness and affordability

National Treasury encourages municipalities to maintain tariff increases at levels that reflect
an appropriate balance between the affordability to poorer households and other consumers
while ensuring the financial sustainability of the municipality.

When setting tariffs, it is therefore critical to understand the economic environment specific to

the municipality and consideration should include at least —

o The socio-economic profile undertaken for the municipality available on the National
Treasury GoMuni portal — municipalities are encouraged to annually update their own
socio-economic profile using the template model available on GoMuni;

. The most recent average monthly household income in the municipality as per Statistics
South Africa (Stats SA) available on Statistics South Africa | Improving Lives Through Data
Ecosystems (statssa.gov.za);

o The average property value in the municipality per its most recent approved general
valuation roll and/ or supplementary general valuation roll;

o The number of indigent households in the municipality, including any variation in the
number of indigent households included in the Equitable Share: free basic services
component for the municipality vs the municipality’s own indigency level discretion; and

o The economic drivers and activities specific to the municipal area®; etc.

The municipality’s tariff-setting or other committee tasked with this role must understand and
deliberately reflect on this context during the tariff-setting process. Considering the average
monthly household income, the median affordable municipal bill would ideally not exceed
proportionally approximately 10 to 15 per cent the average monthly household income. This
median affordable bill, in combination with the median average property value should inform
the basis to determine any rebates to households with income below the median.
Furthermore, municipalities contemplating to increase free basic electricity allocations as an
indigent relief measure, should do so only after careful consideration of the long-term financial
impact that such a decision might have.

It is also important when setting particularly water and electricity tariffs that municipalities are
encouraged to set two-tier tariffs, that include a basic availability charge to recover the fixed
(direct and indirect) cost associated with the service in conjunction with consumption-based
tariff bands. For example, in a drought, such tariffs will facilitate the ability to pay for
infrastructure and maintenance, treating chemicals and salaries, etc. while parallel facilitating
water restriction based on inclining tariffs as consumption increase. Furthermore, it is
important to link the municipality’s water tariffs to dam levels, also approved as part of the
budget process. For example, if the dam levels drop to 60 per cent the first tier of restriction
tariffs should become applicable in terms of the municipality’s approved tariff policy.

It is also noted that NERSA approves seasonal tariffs for Eskom but not necessarily for the
municipality. It is important that the municipality clearly factors this in its tariff application to
NERSA, illustrating the cash flow crunch if the municipality is not similarly allowed a seasonal
tariff to recover the higher Eskom bulk cost during winter months.

Lastly, municipalities are cautioned against setting tariffs that include operating inefficiencies.
This could lead to tariffs falling into the unaffordable range.

1 The spatialised tax data is now available through National Treasury for all municipalities that provides
an up to date information on economic activity within a municipal boundary.
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The Consumer Price Index (CPI) inflation is forecasted to be within the 3 to 6 per cent target
band; therefore, municipalities are required to justify all increases in excess of the
projected inflation target for 2023/24 in their budget narratives and pay careful attention to
tariff increases across all consumer groups. In addition, municipalities should include a
detailed account of their revenue growth assumptions for the different service charges in the
budget narrative.

Additional loadshedding considerations when calculating anticipated revenue collection rates
include:

o Consumption patterns amongst pre-paid users who work more sparingly with electricity
units. This can have a lagging effect on revenue estimations i.e. although units are paid
for up front, it is not necessarily used in high-demand periods; and

o A decline in average consumption patterns for post-paid customers.

As part of its debtor management strategy municipalities should clearly communicate the
impact of loadshedding on municipal tariff setting, including through education campaigns.
Consumers will expect a decrease in their electricity bills as consumption drops due to
loadshedding. Not understanding the impact of tariff structures (fixed and demand-driven
components) can create distrust and reduce willingness to pay municipal accounts.

5.6 Municipal Debt Relief

An optimally designed debt solution for Eskom can leverage the structural reform of the
electricity sector that is needed both on the Eskom side and the municipal side, however, the
municipal debt owed to Eskom pose a material risk to any Eskom debt relief package. In
parallel the challenge of defaulting municipalities cannot be separated from a consumer
culture to not pay for services.

Municipal Debt Relief that is conditional and application based, has therefore been

sanctioned. The relief is aimed to correct the underlying behaviour and operational practices

in defaulting municipalities and Eskom while in parallel, progressively introducing a smart
metering solution to change consumer behaviour by instilling a culture of payment for services
consumed. The proposal consists of 4 elements:

i. Eskom will write-off all debt municipalities owe as on 31 March 2023 (excluding the
March 2023 current account). This will be done over three national financial years and
require as a critical qualification that municipalities monthly honour their current (monthly
consumption) Eskom and water accounts going forward and maintain a minimum
average quarterly collection, etc;

ii. Secondly, new mechanisms are explored to resolve non-payment — this to include a
dispute ombud mechanism and re-assigning the license of persistent defaulters;

iii. Thirdly, Eskom will continue to implement a regime of installation of pre-paid meters
in Eskom supplied areas to improve Eskom collection. Municipalities are additionally
encouraged to adopt a similar operating regime; and

iv. Lastly, the National Treasury will continue to implement municipal revenue enhancement
initiatives, including a transversal tender for a smart pre-paid meter solution to change to
a forward looking culture of payment of the consolidated municipal bill.

More details on the application process and related conditions for municipalities will soon be
outlined and published through a separate MFMA Circular.
5.7 Bulk Account Payments and Concessions

Since 2018/19, intense work was undertaken to resolve systemic and structural issues
pertaining to the electricity function in municipalities. Core to this work was addressing the
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escalating Eskom debt that threatened the sustainability of Eskom as well as that of
municipalities.

During the process, Eskom agreed to provide relieve in certain areas. Municipalities are
reminded of the following concessions that remain in place:

o The interest rate charged on overdue municipal bulk accounts were reduced from prime
plus 5 per cent to prime plus 2.5 per cent;

o Payment terms were extended from 15 days to 30 days for municipal bulk accounts; and
o Eskom allocation of municipality payments to capital first and then to interest.

These concessions align to the MFMA and are meant to curb municipal growing debt levels by
allowing a more conducive payment regime than what was previously employed. In addition,
municipalities are urged to budget for and ring-fence their payment of bulk services. Bulk
current account payments must be honoured religiously to avoid stringent application of the
bulk suppliers’ credit control policy.

Municipalities are also urged to enforce a culture of payment for services through their normal
credit control processes. In this regard it should be noted that municipalities are only
compensated for free basic services based on an indigent user component calculation through
the equitable share. As such, a municipality’s allocation of free basic services to all of the
municipality’s consumers is not funded in the equitable share. Every municipality, during the
budget process, must consider the affordability to the municipality when allocating free basic
services above the national norm and to consumers other than indigent consumers. If a
municipality has any arrears on any of its bulk supplier’s accounts, it must limit its
provision of free basic services to registered indigent consumers only.

5.8 Critical Notice Affecting STS Meters

As highlighted in previous MFMA Circular No. 115 (dated 04 March 2022) municipalities are
once again alerted that there is still a pending business risk to the prepayment metering
industry that requires urgency of action. The token identifiers (TID) used to identify each credit
token will run out of available numbers in November 2024, at which point all STS meters will
stop accepting credit tokens.

The remedy is to visit each meter and enter a special set of key change tokens in order to
reset the meter memory. Municipalities are advised that the National Treasury, through the
Office of the Chief Procurement Officer (OCPO), will soon facilitate a transversal contract for
the provision of auditing, re-calibration and re-configuration services for standard transfer
specification compliant prepayment meters that align to minimum and critical technical
specifications for local government. In this respect the development of the transversal
contract for smart prepaid meters as per NRS 049 (per latest approved version) is at an
advanced stage and should be issued shortly by National Treasury.

If your municipality or municipality entity is currently in the process of procuring for a solution
or is planning to, you are cautioned:

o Against proceeding prior to the OCPO having issued and awarded the transversal
contract for the provision of inter alia auditing, re-calibration and re-configuration
services for standard transfer specification compliant prepayment meters Terms of
Reference (ToR); and

o That, with immediate effect, you must inform and obtain the National Treasury’s input
prior to proceeding with any current procurement or proposed procurement for this
purpose or any related solution or similar. This is to prevent unnecessary and wasteful
expenditure on such solutions. Any request for National Treasury’s input on the current
or planned procurement of any related solution or similar or component thereof, must be
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directed to the National Treasury for the attention of the Local Government Budget
Analysis Unit (Mr. Sadesh Ramjathan) at Sadesh.Ramjathan@treasury.gov.za.

In this regard, municipalities will have two options to choose from:

o Firstly, to pursue the route of auditing, re-calibrating and re-configuring services for
standard transfer specification compliant prepayment meters; and/ or

o Secondly, to replace the old meter with a new smart prepaid meter.

For both options, the municipality will have to budget accordingly as no additional funding will
be available through the national fiscus.

Your assistance in proactively ensuring that the municipality and/ or its entities are not
adversely affected by these processes will be appreciated.

5.9 Completeness and credibility of revenue related information in the Budget

The MBRR regulates the minimum level of information required from municipalities when
compiling, implementing, monitoring, and evaluating the municipality’s financial management
situation. Failure to include the minimum required information hampers the municipal council,
the public and stakeholders’ ability to make informed decisions and engage on the matter. It
also limits research, studies, and benchmarking undertaken for local, provincial, and national
purposes.

The National Treasury would like to take this opportunity to caution municipalities that the
MBRR prescribe the minimum level of information municipalities must include as part of their
legal reporting obligations.

Going forward the Treasuries will place increased attention and focus on the adequacy of
municipalities’ submissions. The National Treasury regards this non-compliance to include the
minimum level of information as serious and if persistent will consider applying the available
legal sanctions, including recourse in terms of section 216(2) of the Constitution. In this
context, National Treasury will particularly focus on the completeness of asset management
related information as well as the statistical information required in the A, B and C schedules
during the 2023/24 MTREF.

5.10 Eskom Bulk Tariff increases

The National Energy Regulator of South Africa (NERSA) is responsible for the price
determination of the bulk costs of electricity. In January 2023, NERSA approved tariff
increases of 18.7 per cent in 2023/24 and 12.7 per cent increase in 2024/25. For purposes of
calculating the free basic energy subsidy in the local government equitable share formula, the
National Treasury has added 2 per cent to these increases. This is in anticipation of higher
increases than those published in January, for municipalities, due to the difference in the
financial years of Eskom customers and municipalities meaning that Eskom only has nine
months to collect the allowable revenue from municipalities. R1.1 billion is added to the free
basic energy subcomponent of the free basic services component of the local government
equitable share formula to fund these higher tariff increases. To this end, the free basic
electricity subsidy in the local government equitable share is calculated based on a 20.7 per
cent tariff increase in 2023/24 and a 14.7 per cent increase in 2024/25. In the absence of an
approved tariff increase in the outer year of the MTEF period, the formula assumes an
increase of 17.7 per cent in 2025/26. This is the average of the estimated increases for the
first two years of the MTEF period.
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5.11 Updated Municipal Borrowing Policy Framework

Cabinet approved the Update to the Policy Framework for Municipal Borrowing and Financial
Emergencies on the 17" of August, 2022. The purpose of the update was to re-examine the
original Policy Framework, along with the legislation (i.e. Municipal Finance Management
Act — MFMA) that was adopted to implement it, considering the experience with municipal
borrowing that has accumulated since 2000.

The following key reforms have been introduced through the Update to the Policy Framework
for Municipal Borrowing:

o The Policy Framework for Municipal Borrowing has been updated to introduce the
necessary reforms that will expand the scope of responsible municipal borrowing and
create an environment that attracts more players (e.g. insurers, pension funds,
institutional investors and fund managers, and international Development Finance
Institutions) in the municipal debt market space. The original core principles underlying
municipal borrowing are maintained (i.e. creditworthy municipalities should borrow
prudently to finance capital investment, and that there will be no bail-outs by the
provincial or national government);

o The updated policy framework clarifies the role of Development Finance Institutions
(DFls), as it was not clearly articulated in the original policy. DFls are required to pursue
clear and agreed developmental goals, as outlined in the policy. The objective of this
approach is to ensure that a DFI lending does not crowd out the private sector. Public-
sector lenders, both domestic and foreign, should be guided by a social and
developmental investment approach in which demonstrable social outcomes are
considered alongside potential financial returns;

o The updated policy framework permits and clarifies innovative infrastructure financing
mechanisms (such as pooled financing mechanisms, project finance, tax increment
financing, revenue bonds, and pledging of conditional grants) that municipalities can use
to leverage municipal borrowing. Municipalities are encouraged to explore these
alternatives, and innovative infrastructure financing mechanisms permitted subject to the
requirements contained in the Municipal Finance Management Act (MFMA); and

o The participation of both private and public sector market participants in the
development of a liquid secondary market for municipal debt securities is also
encouraged. The policy proposes options that can be explored to support the
development and growth of an efficient and liquid market for municipal debt obligations.

The Updated Municipal Borrowing Policy Framework can be accessed at the MFMA website
at the following link http://mfma.treasury.gov.za/Guidelines/Pages/default.aspx.

5.12 Tariff Policies

Municipalities must comply with the provisions of Section 74 of the Municipal Systems Act
(MSA) which requires that a municipal council must adopt and implement a tariff policy on the
levying of fees for municipal services provided by the municipality itself or by way of service
delivery agreements, and which complies with the provisions of this Act and with any other
applicable legislation. Municipalities should also ensure that the tariff policies adhere to all the
principles outlined in section 74(2) of the MSA. A municipality’s tariff policies must also take
into consideration variable factors such as water shortages and electricity feedback excess
into the municipal system from new generation capacity. Municipalities are urged to develop
wheeling and Small-Scale Embedded Generation (SSEG) frameworks to guide the
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development of associated tariffs. Municipalities must adopt by-laws to give effect to the
implementation and enforcement of their tariff policies.

5.13 Non-Revenue Electricity and Non-Revenue Water/ Revenue Losses

Water Service Authority municipalities and electricity licensed municipalities are urged to align
both their non-revenue water and non-revenue electricity indicators and their set targets in the
2023/24 SDBIPs with identifiable infrastructure or operational projects and/ or programmes.
Municipalities should track improvements on the baseline information included in the SDBIPs
by indicating the volume of water losses (i.e., kilolitres/ mega-litres) and the amount of
electricity losses (KwH or MWSs) for the previous year. This approach will help to determine
the progress of municipalities in curbing losses, which impact on municipal revenues, in both
non-revenue water and non-revenue electricity.

6. Burial of Councillors

Salaries, allowances and benefits for political office-bearers and members is managed through
Determination of Upper Limits of Salaries, Allowances and Benefits of Different Members of
Municipal Councils notice issued by the Minister of Cooperative Governance and Traditional
Affairs.

Section 167 of the MFMA provides that a municipality may remunerate its Councillors within
the framework of the Public Office-Bearers Act, 1998 (Act No. 20 of 1998), setting the upper
limits of the salaries, allowances and benefits for those political office-bearers and members.
Any benefit which is not included in the above-mentioned notice constitutes irregular
expenditure and recovery thereof from the Councillor concerned is mandatory.

Municipalities may also refer to relevant Councillor Pension Scheme or personal funeral
policies in existence for any funeral benefits relating to such Councillor.

7. Funding choices and management issues

Municipalities are under pressure to generate and collect revenue for service delivered. The
ability of customers to pay for services is declining and this means that less revenue will be
collected. Therefore, municipalities must consider the following when compiling their 2023/24
MTREF budgets:

o Improving the effectiveness of revenue management processes and procedures;

o Cost containment measures to, amongst other things, control unnecessary spending on
nice-to-have items and non-essential activities as highlighted in the Municipal Cost
Containment Regulations read with MFMA Circular No. 82;

o Ensuring value for money through the procurement process;
o The affordability of providing free basic services to all households;
o Not taking on unfunded mandates;

o Strictly control the use of costly water tankers and fix the water infrastructure to enable
the sustainable provision of water;

o Automate business services where possible to increase efficiencies and lower customer
Ccosts;

o Prioritise the filling of critical vacant posts, especially linked to the delivery of basic
services; and

o Curbing the consumption of water and electricity by the indigents to ensure that they do
not exceed their allocation.

Municipal Budget Circular for the 2023/24 MTREF Page 16 of 24
03 March 2023



MFMA Circular No. 123

Accounting officers are reminded of their responsibility in terms of section 62(1)(a) of the
MFMA to use the resources of the municipality effectively, efficiently and economically.
Failure to do this will result in the accounting officer committing an act of financial misconduct
which will trigger the application of chapter 15 of the MFMA, read with the Municipal
Regulations on Financial Misconduct Procedures and Criminal Proceedings, 2014.

7.1 Employee related costs

The Salary and Wage Collective Agreement for the period 01 July 2021 to 30 June 2024 dated
15 September 2021 through the agreement that was approved by the Bargaining Committee
of the Central Council in terms of Clause 17.3 of the Constitution should be used when
budgeting for employee related costs for the 2023/24 MTREF. In terms of the agreement, all
employees covered by this agreement shall receive with effect from 01 July 2023 and 01 July
2024 an increase based on the projected average CPI percentages for 2023 (5.4 per cent
according to the Reserve Bank’s Monetary Committee Statement for January 2023) and 2024
(4.8 per cent according to the Reserve Bank’s Monetary Committee Statement for January
2023). The forecasts of the Reserve Bank, in terms of the January 2023 and January 2024,
shall be used to determine the projected average CPI. Municipalities are encouraged to
perform an annual head count and payroll verification process by undertaking a once-a-year
manual salary disbursement, to root out ghost employees.

According to the 2021 State of Local Government Finance Report, there are about 165
municipalities that are in financial distress. These municipalities need to ensure that they seek
an early exemption from this dispensation of this salary agreement. Municipalities should also
avoid paying out leave in cash while having major financial challenges.

7.2 Remuneration of Councillors

Municipalities are advised to budget for the actual costs approved in accordance with the
Government Gazette on the Remuneration of Public Office Bearers Act: Determination of
Upper Limits of Salaries, Allowances and Benefits of different members of municipal councils
published annually between December and January by the Department of Cooperative
Governance. It is anticipated that this salary determination will also take into account the
fiscal constraints. Municipalities should also consider guidance provided above on salary
increases for municipal officials during this process. Any overpayment to councilors contrary
to the upper limits as published by the Minister of Cooperative Governance and Traditional
Affairs will be irregular expenditure in terms of Section 167 of the MFMA and must be
recovered from councilor(s) concerned.

8. Conditional Grant Transfers to Municipalities

8.1 Criteriafor the release of the Equitable Share

The equitable share release criteria for 2023/24 were set out in MFMA Circular No. 122. To
assist with managing this process, a guiding checklist has been developed (attached hereto as
Annexure A) which municipalities can follow throughout the course of the year to ensure that
the required documents are timeously uploaded to the GoMuni platform in line with the
prescribed deadlines.

Going forward, municipalities will be required to submit the completed checklist as part of the
quarterly performance reporting process for quarter 1 of the municipal financial year.
According to section 52(d) of the MFMA, the mayor of a municipality must within 30 days of
the end of each quarter, submit a report to council on the implementation of the budget and
the financial state of affairs of the municipality. The report must then be submitted to National
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and Provincial Treasury within 5 days of being tabled in council as per section 32 of the
MBRR. The report for quarter 1 of 2023/24 must therefore be submitted to council by the end
of October 2023 and submitted to National and Provincial Treasury by no later than 5
November 2023. By including the completed checklist in this report, municipalities confirm
their adherence to the equitable share release criteria, including that all supplementary
information (as defined in the checklist) was successfully uploaded to the GoMuni platform.

Please note that most of the information required for the release of the equitable share, is
already uploaded/ submitted by municipalities as part of existing reporting requirements
throughout the year. There are however a few items (clearly marked in the checklist) that
does not have a dedicated storage location (for example, payments of employee benefits) on
GoMuni. A dedicated Equitable Share Verification Folder will be created on GoMuni for this
purpose.

8.2 Criteriafor the rollover of conditional grant funds

In terms of Section 21 of the Division of Revenue Act, 2022 (Act No.5 of 2022) (DoRA) in
conjunction with the Division of Revenue Amendment Act, 2022 (Act No. 15 of 2022)
(DoRAA), the Act requires that any conditional allocation or a portion thereof that is not spent
at the end of the 2022/23 financial year reverts to the National Revenue Fund (NRF), unless
the rollover of the allocation is approved in terms of subsection (2). Furthermore, the receiving
officer, provincial treasury and national transferring officer is required to prove to National
Treasury that the unspent allocation is committed to identifiable projects, in which case the
funds may be rolled over.

When requesting a rollover in terms of section 21(2) of the 2022 DoRA, municipalities must
include the following information with their submission to National Treasury:

1. A formal letter, signed by the accounting officer addressed to the National Treasury
requesting the rollover of unspent conditional grants in terms of section 21(2) of the 2022
DoRA;

2. Alist of all the projects that are linked to the unspent conditional grants and a breakdown
of how much was allocated, spent and the balance per project;

3.  The following evidence indicating that work on each of the projects has commenced, as
applicable to the specific rollover(s):

a) Proof that a contractor or service provider was appointed for delivery of the project
before 31 March; or

b)  Proof of project tender and tender submissions published and closed before 31
March or with the appointment of contractor or service provider for delivery of
service before 30 June in cases where additional funding was allocated during the
course of the financial year of the project;

C) Incorporation of the Appropriation Statement;

d) Evidence that all projects linked to an allocation will be fully utilised by 30 June
2024 (attach cash flow projection for the applicable grant).

4. A progress report (also in percentages) on the status of each project’s implementation
that includes an attached legible implementation plan);

5.  The value of the committed project funding and the conditional allocation from the
funding source;

6. Reasons why the grants were not fully spent during the year on the original allocation
per the DoRA,;

7. Rollover of rollovers will not be considered. Municipalities must therefore not include
previous year’s unspent conditional grants as rollover request;

8.  An indication of the time period within which the funds are to be spent if the rollover is
approved; and
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9. Proof that the Municipal Manager and Chief Financial Officer are permanently appointed.

No rollover requests will be considered for municipalities with vacant or acting Chief Financial
Officers and Municipal Managers for a period exceeding 6 months from the date of vacancy;
this also includes acting appointments because of suspensions of either MM or CFO that are
more than 12 months.

If any of the above information is not provided or the application is received by National
Treasury (Intergovernmental Relations Division) after 31 August 2023, the application
will be declined.

In addition, National Treasury will also consider the following information when assessing
rollover applications; and reserves the right to decline an application should there be non-
performance by the municipality in any of these areas:

1. Compliance with the in-year reporting requirements in terms of sections 71 and 72 of the
MFMA and section 12 of the 2022 DoRA, including the Municipal Manager and Chief
Financial Officer signing-off on the information sent to National Treasury;

2. Submission of the pre-audited Annual Financial Statements to National Treasury by 31
August 2023;

3. Accurate disclosure of grant performance in the 2022/23 pre-audited Annual Financial
Statements, (i.e. correct disclosure of grant receipts and spending in the notes to the
AFS);

4, Despite the fact that local government is required to comply with to different nhorms and
standards prescribed by different legislations, municipalities are expected to fully comply
with the provisions of DoRA that relate to rollover processes and disclose conditional
grant performance in the 2022/23 pre-audited Annual Financial Statements (i.e Cash
coverage and unspent conditional grants in the Statement of Financial Position) in order
to verify grant expenditure; and

5. Cash available reflected in the Statement of Financial Position and Cash Flow
Statements and the bank (net position including short term investments) as at 30 June
2023 is equivalent to the unspent amount at the end of the financial year. If the amount
that is requested for rollover is not entirely cash-backed, such a rollover will not be
approved. National Treasury will also not approve portions of rollover requests.

It should be noted that under no circumstances will the National Treasury consider requests to
rollover:

1. The entire 2022/23 allocation to the municipality, in cases whereby the rollover request
is more than 50 per cent of the total allocation, National Treasury will approve the
rollover amount up to 50 per cent of the 2022/23 allocation;

2.  Rollover request of the same grant for the third consecutive time. In a case where a
municipality is applying for rollover as a result of additional funding, the application will
be given a careful consideration;

3. Funding for projects procured through Regulation 32 of the Municipal Supply Chain
Management Regulations (Gazette N0.27636) — Projects linked to additional funding and
disasters are exempted; and

4. A portion of an allocation where the proof of commitment for the rollover application is
linked to invoices that were issued before or on 31 May 2023.

8.3 Unspent conditional grant funds for 2022/23
The process to ensure the return of unspent conditional grants for the 2022/23 financial year

will be managed in accordance with section 22 of the DoRA. In addition to the previous
MFMA Circulars, the following practical arrangements will apply:
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Step 1: Municipalities must submit their June 2023 conditional grant expenditure reports
according to section 71 of the MFMA reflecting all accrued expenditure on
conditional grants and further ensure that expenditure reported to both National
Treasury and national transferring officers reconciles;

Step 2: When preparing the Annual Financial Statements, a municipality must determine
the portion of each national conditional grant allocation that remained unspent as
at 30 June 2023. The unspent grant values must be determined based on the
guidance that was provided in mSCOA Circular No. 13 in as far as VAT, retention
and interest is concerned; and

Step 3: If the receiving officer wants to motivate in terms of section 22(2) of the 2020
DoRA that the unspent funds are committed to identifiable projects, the rollover
application pack must be submitted to National Treasury by no later than 31
August 2023.

National Treasury will not consider any rollover requests that are incomplete or
received after this deadline.

Step 4: National Treasury will confirm in writing whether or not the municipality may retain
any of the unspent funds as a rollover based on criteria outlined above by 20
October 2023;

Step 5: National Treasury will communicate the unspent conditional grants amount by
08 November 2023. A municipality must return the remaining unspent conditional
grant funds that are not subject to a specific repayment arrangement to the
National Revenue Fund by 17 November 2023; and

Step 6: Any unspent conditional grant funds that should have but has not been repaid to
the National Revenue Fund by 17 November 2023, and for which a municipality
has not requested a repayment arrangement, will be offset against the
municipality’s 06 December 2023 equitable share allocation.

All other issues pertaining to Appropriation Statement and reporting on approved rollovers are
addressed in the Annexure to MFMA Circular No. 86.

9. The Municipal Budget and Reporting Regulations

9.1 Alignment of Municipal Budget and Reporting Regulations (MBRR) Schedules

The revised Regulated MBRR Schedules (Al, B, C, D, E and F), as aligned to the mSCOA
chart and GRAP are published on the National Treasury web page and can be accessed using
the following link.

http://mfma.treasury.gov.za/RegulationsandGazettes/Municipal%20Budget%20and%20Report
ing%20Regulations/Documents/Forms/Allltems.aspx?RootFolder=%2fRequlationsandGazette
s%2fMunicipal%20Budget%20and%20Reporting%20Regqulations%2fDocuments%22023%2d
24&FolderCTID=0x0120001860D4A2BD7AD042BF8427FC3BB59F67

The alignment of the A1 Schedules required substantial changes to the reporting formats used
for budgeting and reporting purposes which required the creation of new Al Schedule codes
to ensure that the data strings populate the new reporting formats. The relevant changes
were also made in the reporting formats relating to versions 6.1 to 6.7 of the mSCOA chart to
ensure that the historical data are populating when reports are drawn from GoMuni.

To ensure that ERP systems generate the A1 Schedule aligned to version 6.7 of the mSCOA
chart, municipalities and system vendors should refer to the linkages provided on GoMuni.
The following reports on GoMuni should be used for this purpose:
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. List mSCOA account linkages to A1 Schedule based on 6.7 under menu option mSCOA
Reporting; and

° List mSCOA Al schedule codes WIP (i.e. new Al Schedule codes) under menu option
MSCOA Administration.

Both reports can be located under:

https://lg.treasury.gov.zal/ibi apps/portal/Local Government Database

The new format for the non-financial data strings A1D and A1F is available on the link below:

http://mfma.treasury.gov.za/RegulationsandGazettes/Municipal%20Budget%20and%20Report
ing%20Reqgulations/Documents/Forms/Allltems.aspx?RootFolder=%2fRegulationsandGazette
s%2fMunicipal%20Budget%20and%20Reporting%20Regulations%2fDocuments%22023%2d
24&FolderCTID=0x0120001860D4A2BD7AD042BF8427FC3BB59F67

The A1D is the data string which populates information which we do not extract from the TABB
while the A1F populates the budget information which we do not extract from the ORGB.
Municipalities should ensure that they use the new format when submitting the non-financial
data strings.

10. Submitting budget documentation and Al schedules for 2023/24
MTREF

The MFMA and its Regulations require the submission of mMSCOA data strings for budgets, in-
year reporting, and annual financial statements in a specific format and by a required
timeframe. The credibility and accuracy of the mSCOA data strings must be verified by
municipalities prior to submission to the GoMuni Upload portal. Since the financial system
must be locked at the end of the month in order to generate a mSCOA data string,
municipalities may not open closed periods to correct errors. Errors must be corrected in the
next open period. Providers of municipal financial systems must ensure that the necessary
internal controls are built into the system to prevent the opening of closed periods on the
financial system and the bypassing of such controls. This also applies to the correction of
information in closed periods for 3" party systems that should be integrating with the main
financial system in terms of the requirements of the mSCOA Regulations.

From 1 July 2023, Municipal Managers and Chief Financial Officers will be required to sign off
on the financial and non-financial data strings submitted to the GoMuni Upload portal when
they submit their data strings. The schedules prescribed in terms of the Municipal Budget and
Reporting Regulations (MBRR) populated from the mSCOA data strings on National
Treasury’s Local Government and Reporting System (LGDRS) must also be signed off
monthly. These sign-offs are for audit purposes and serves as a confirmation by the
municipality that the data strings submitted are accurate. Details on the submission of the
signed-off figures will be communicated in due course.

In terms of Section 171 of the MFMA, financial misconduct by municipal officials
includes the provision of incorrect or misleading information in any document which
must be submitted to the National Treasury.

From 1 July 2023, the GoMuni Upload portal for the monthly in-year data strings will be closed
at 16h00 on the 10" working day of each month. All publications by the National and
Provincial Treasuries are now solely sourced from the mSCOA data strings submitted by

Municipal Budget Circular for the 2023/24 MTREF Page 21 of 24
03 March 2023



https://lg.treasury.gov.za/ibi_apps/portal/Local_Government_Database
http://mfma.treasury.gov.za/RegulationsandGazettes/Municipal%20Budget%20and%20Reporting%20Regulations/Documents/Forms/AllItems.aspx?RootFolder=%2fRegulationsandGazettes%2fMunicipal%20Budget%20and%20Reporting%20Regulations%2fDocuments%2f2023%2d24&FolderCTID=0x0120001860D4A2BD7AD042BF8427FC3BB59F67
http://mfma.treasury.gov.za/RegulationsandGazettes/Municipal%20Budget%20and%20Reporting%20Regulations/Documents/Forms/AllItems.aspx?RootFolder=%2fRegulationsandGazettes%2fMunicipal%20Budget%20and%20Reporting%20Regulations%2fDocuments%2f2023%2d24&FolderCTID=0x0120001860D4A2BD7AD042BF8427FC3BB59F67
http://mfma.treasury.gov.za/RegulationsandGazettes/Municipal%20Budget%20and%20Reporting%20Regulations/Documents/Forms/AllItems.aspx?RootFolder=%2fRegulationsandGazettes%2fMunicipal%20Budget%20and%20Reporting%20Regulations%2fDocuments%2f2023%2d24&FolderCTID=0x0120001860D4A2BD7AD042BF8427FC3BB59F67
http://mfma.treasury.gov.za/RegulationsandGazettes/Municipal%20Budget%20and%20Reporting%20Regulations/Documents/Forms/AllItems.aspx?RootFolder=%2fRegulationsandGazettes%2fMunicipal%20Budget%20and%20Reporting%20Regulations%2fDocuments%2f2023%2d24&FolderCTID=0x0120001860D4A2BD7AD042BF8427FC3BB59F67

MFMA Circular No. 123

municipalities and several stakeholders including Statistics South Africa (STATSSA), Auditor
General South Africa (AGSA), the Reserve Bank, and NERSA are in the process of
streamlining some of their reporting to the information contained on the National Treasury
Local Government Database and Reporting System (LGDRS). The resubmission of data
strings after the legislated timeframes is not only illegal but also causing challenges in data
sets used by various stakeholders for analysis and reporting purposes. No data string
submissions will therefore be accepted by the National Treasury after the 10" working
day of the respective month.

Contact
§ g Post Private Bag X115, Pretoria 0001
r & national treasury pnone 0123155009
' -“"‘"’* Deparment Fax 012 395 6553
ﬁ@‘; Mational Treasury .
REPUBLIC OF SOUTH AFRICA Website http://www.treasury.gov.za/default.aspx
JH Hattingh

Chief Director: Local Government Budget Analysis
03 March 2023
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ANNEXURE A: Equitable Share Verification Checklist:

General Requirements

Criteria

Verification Requirement

Yes/No

2023/24 Adopted Budget

Council resolution, adopted mSCOA budget data strings (ORGB),
PDF version of adopted MTREF budget uploaded to GoMuni
Upload portal immediately after approval.

e s the municipality’s completed tariff tool (National
Treasury format) included as part of its budget
submission (MFMA Budget Circular No. 98 (refer
item 4.2).

The completed National Treasury EXCEL tariff tool uploaded to
GoMuni with the adopted budget by start of budget year i.e. 1 July
2023.

e Are allocations made for bulk suppliers current
account payments?

Allocations reflected in mSCOA budget data strings (ORGB) and
budget schedules/ document.

If unfunded budget position—

e |s a Budget Funding Plan (BFP) adopted with the
budget?

Copy of the adopted Budget Funding Plan uploaded to GoMuni
with the adopted budget by start of budget year i.e. 1 July 2023.

PDF version of BFP/progress report uploaded to GoMuni Upload
portal by start of budget year i.e. 1 July 2023.

Is the BFP credible and show how the municipality intends moving
progressively out of this position into a funded state?

In the case of the latest progress report being submitted, is it
aligned to the rescue phase of the new approach to Municipal
Financial Recovery Service (MFRS)?

PDF copy of resolution uploaded to GoMuni Upload portal by start

® Council resolution reflecting commitment to A
address unfunded position. of budget year i.e. 1 July 2023.
mSCOA

® Submission of Data Strings

Successful submission of all financial and non-financial mSCOA
data strings to the GoMuni Upload portal

Timeous submission of all financial and non-financial mSCOA data
strings to the GoMuni Upload portal

Data strings submitted are credible as per the analysis done by
NT/PTs

Data strings are generated directly from the main municipal
financial system

The regulated MBRR Schedules are generated directly from the
core municipal financial system

Successful submission of all financial and non-financial mSCOA
data strings to the GoMuni Upload portal

e Submisison of documents

Municipal documents required in terms of legislation and MFMA
Circulars have been submitted timeously and in the required
format to the GoMuni Upload portal.

e Financial System Changes

Municipality has followed the processes in Circulars No. 93, 98,
123 and mSCOA Circulars No 5 and 6 to change their financial
system.

UIF & W

o UIF&W Register

o MPAC recommendation on UIF&W

e Council Resolution on UIF&W

o UIF&W Reduction Strategy

Documents need to be uploaded to NTs eMonitoring Webpage

Disciplinary Board

e Does the municipality have a functional | Proof of establishment (or efforts to establish DC Board) uploaded
disciplinary board? to NTs eMonitoring Webpage NTs eMonitoring Website.
Competency Regulations
e Has the minimum municipal competency | In line with the Competency Regulations, consolidated reporting
regulations reporting requirements been adhered | information must be uploaded to GoMuni by 30 January 2023 and
to? 30 July 2023.

Audit Process

e Opinion Received

Did the municipality receive an adverse or disclaimed audit opinion
or had outstanding audits for two consecutive financial years?

e Adverse or disclaimed audit opinion

Council resolution signed by each member of the Council was was
uploaded to NT’s eMonitoring Webpage within 1 month after
conclusion of the audit process reflecting council’s commitment to
address the opinion.

e |s a council approved audit action plan in place?

Audit action plan, together with council resolution, to be uploaded
to NT's eMonitoring Webpage within 60 days from audit report
issuance.

Interventions (where applicable)

e In the event of a discretionary or mandatory
intervention in terms of section 139 of the
Constitution, is a Financial Recovery Plan (FRP)
in place?

The FRP and monthly progress reports submitted in terms of
sections 145 and 146 of the MFMA must be uploaded to GoMuni
Upload portal for each month since the inception of the FRP.
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Quarterly Requirements

Quarter 3 Quarter 4 Quarter 1 Quarter 2
Criteria Verification Requirement (Jan — (April = (July - (O(l:Jt — Dec)
March) June) Sept)
Bulk Supplier Payments
o Were current account | PT/NT to verify status according to
payments to bulk suppliers | MFMA S41 Report. No action required
(Eskom and Water Boards) | from municipality if account in good . B ) .
timeously made? standing.
e If current account in arrears, | Copy of payment agreement or
are_payment agreements in | evidence of discussions are uploaded
place? to on GoMuni Upload portal.
Staff benefit Deductions
e Were a) SARS, b) pension | Proof of payment for each category,
and c) other staff benefits | for each month of the quarter
timeously paid over to the | uploaded to on GoMuni Upload portal.
relevant funds/institutions?
Reconciliation of Valuation Roll
. In line with MFMA Circulars No. 93, 98
s Has th_e valuation rol_e be(_en and 107, proof of the verification for
reconciled to the financial
system? each quarter should be uploaded on
GoMuni Upload portal.
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Provincial Treasury

Western Cape Nadia Rinquest
Government Local Government Budget Office
Nadia.Rinquest@westerncape.gov.za | Tel: 021 483 9265

Reference: RCS/C.5 Private Bag X92165
CAPE TOWN
8000

TREASURY CIRCULAR MUN. NO. 5/2023

THE MAYOR, CITY OF CAPE TOWN
THE MAYOR, WEST COAST DISTRICT MUNICIPALITY

THE MAYOR, MATZIKAMA MUNICIPALITY

THE MAYOR, CEDERBERG MUNICIPALITY

THE MAYOR, BERGRIVIER MUNICIPALITY

THE MAYOR, SALDANHA BAY MUNICIPALITY

THE MAYOR, SWARTLAND MUNICIPALITY

THE MAYOR, CAPE WINELANDS DISTRICT MUNICIPALITY

THE MAYOR, WITZENBERG MUNICIPALITY

THE MAYOR, DRAKENSTEIN MUNICIPALITY

THE MAYOR, STELLENBOSCH MUNICIPALITY

THE MAYOR, BREEDE VALLEY MUNICIPALITY

THE MAYOR, LANGEBERG MUNICIPALITY

THE MAYOR, OVERBERG DISTRICT MUNICIPALITY

THE MAYOR, THEEWATERSKLOOF MUNICIPALITY For information
THE MAYOR, OVERSTRAND MUNICIPALITY

THE MAYOR, CAPE AGULHAS MUNICIPALITY

THE MAYOR, SWELLENDAM MUNICIPALITY

THE MAYOR, GARDEN ROUTE DISTRICT MUNICIPALITY

THE MAYOR, KANNALAND MUNICIPALITY

THE MAYOR, HESSEQUA MUNICIPALITY

THE MAYOR, MOSSEL BAY MUNICIPALITY

THE MAYOR, GEORGE MUNICIPALITY

THE MAYOR, OUDTSHOORN MUNICIPALITY

THE MAYOR, BITOU MUNICIPALITY

THE MAYOR, KNYSNA MUNICIPALITY

THE MAYOR, CENTRAL KAROO DISTRICT

THE MAYOR, LAINGSBURG MUNICIPALITY /

THE MAYOR, PRINCE ALBERT MUNICIPALITY
THE MAYOR, BEAUFORT WEST MUNICIPALITY

THE MUNICIPAL MANAGER, CITY OF CAPE TOWN: MR L MBANDAZAYO

THE MUNICIPAL MANAGER, WEST COAST DISTRICT MUNICIPALITY: MR D JOUBERT
THE MUNICIPAL MANAGER, MATZIKAMA MUNICIPALITY: MR G SEAS

THE MUNICIPAL MANAGER, CEDERBERG MUNICIPALITY: MR A TITUS (ACTING)

THE MUNICIPAL MANAGER, BERGRIVIER MUNICIPALITY: ADV. H LINDE

THE MUNICIPAL MANAGER, SALDANHA BAY MUNICIPALITY: MR H METTLER

THE MUNICIPAL MANAGER, SWARTLAND MUNICIPALITY: MR J SCHOLTZ

THE MUNICIPAL MANAGER, CAPE WINELANDS DISTRICT MUNICIPALITY: MR H PRINS
THE MUNICIPAL MANAGER, WITZENBERG MUNICIPALITY: MR D NASSON

THE MUNICIPAL MANAGER, DRAKENSTEIN MUNICIPALITY: DR J LEIBBRANDT

THE MUNICIPAL MANAGER, STELLENBOSCH MUNICIPALITY: MS G METTLER

THE MUNICIPAL MANAGER, BREEDE VALLEY MUNICIPALITY: MR D MCTHOMAS

THE MUNICIPAL MANAGER, LANGEBERG MUNICIPALITY: MR A EVERSON (ACTING)
THE MUNICIPAL MANAGER, OVERBERG DISTRICT MUNICIPALITY: MR R BOSMAN
THE MUNICIPAL MANAGER, THEEWATERSKLOOF MUNICIPALITY: MR B NGUBO

THE MUNICIPAL MANAGER, OVERSTRAND MUNICIPALITY: MR D O'NEILL

THE MUNICIPAL MANAGER, CAPE AGULHAS MUNICIPALITY: MR E PHILLIPS

THE MUNICIPAL MANAGER, SWELLENDAM MUNICIPALITY: MS A VORSTER

THE MUNICIPAL MANAGER, GARDEN ROUTE DISTRICT MUNICIPALITY: MR M STRATU
THE MUNICIPAL MANAGER, KANNALAND MUNICIPALITY: MR H BARNARD (ACTING)
THE MUNICIPAL MANAGER, HESSEQUA MUNICIPALITY: MR A DE KLERK

THE MUNICIPAL MANAGER, MOSSEL BAY MUNICIPALITY: MR C PUREN

THE MUNICIPAL MANAGER, GEORGE MUNICIPALITY: DR M GRATZ

THE MUNICIPAL MANAGER, OUDTSHOORN MUNICIPALITY: MR W HENDRICKS

THE MUNICIPAL MANAGER, BITOU MUNICIPALITY: MR M MEMANI
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MUNICIPAL BUDGET CIRCULAR FOR THE 2023/24 MTREF AND ASSOCIATED 2023 STRATEGIC
INTEGRATED MUNICIPAL ENGAGEMENTS

INTRODUCTION

This Circular should be read in conjunction with National Treasury (NT) MFMA Circulars No. 122 and
No. 123 issued on 09 December 2022 and 03 March 2023 respectively.

The purpose of this circular is to:

@ Provide an overview of the current fiscal and economic context and key highlights from the 2023
National Budget as well as the 2023 Provincial Budget (Section 3; pages 4-6)

@ Provide guidance to municipalities with the finalisation of the 2023/24 Medium Term Revenue
and Expenditure Framework (MTREF) Budgets and accompanied budget documentation
(Section 4; pages 7-15), and

@ Brief municipalities on the 2023 Strategic Integrated Municipal Engagements (SIME) process and
related matters (Section 5; pages 15-18).

LEGISLATIVE CONTEXT

The Western Cape Provincial Government (WCG) has institutionalised the Strategic Integrated
Municipal Engagements (SIME; previously referred to as LG MTEC) process in fulflment of its
obligations under:

@ Sections 5, 22 and 23 of the Local Government: Municipal Finance Management Act (MFMA),
Act No. 56 of 2003;

@ Chapter 5 of the Local Government: Municipal Systems Act (Act No. 32 of 2000) [MSA];
@ Chapter 3 of the National Environmental Management Act (Act No. 107 of 1998) (NEMA); and
@ Chapter 4 of the Spatial Planning and Land Use Management Act (Act No. 16 of 2013) (SPLUMA).

The 2023 SIME process builds on the 2021 integrated municipal and Provincial processes to strengthen
alignment between municipal and Provincial planning and budgeting and drives the theme of
“Integrated service delivery”, as municipalities are preparing for the second year of the 2022-2027
Infegrated Development Planning Cycle.
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FISCAL AND ECONOMIC CONTEXT
Economic and Fiscal Environment

The South African economy is expected to slow in 2023 and over the medium term and the risks to
the economic outlook remain elevated. Real economic growth is projected to be 2.5 per cent in
2022. However, due to extensive power outages and other domestic logistical constraints, the South
African Reserve Bank (SARB) forecasts real GDP growth of only 0.3 per cent in 2023. The SARB has
also revised its 2024 and 2025 projections downwards to 0.7 per cent and 1.0 per cent, respectively.
The 2023 SIME process will therefore take place in a time of heightened economic uncertainty and
downside risks.

The broad-based slowdown of the global economy combined with a weaker economic outlook for
South Africa has decelerated growth prospects for the Western Cape. The Province faces
challenges such as weak consumer demand, higher inflation and rising interest rates while also being
exposed to national challenges of port and rail inefficiencies, labour unrest, and power outages.
Consequently, the Western Cape economy is expected to have expanded moderately by 2.0 per
centin 2022 and 1.9 per cent in 2023.

While the expectation has been that inflation would remain steady, annual headline Consumer Price
Inflation (CPI) moved to 7.0 per cent in February 2023, largely driven by sharp hikes in food prices.
Additionally, the US central bank raised ifs key interest rates by 25 basis points on the 22 March 2023,
which increases the likelihood of a similar interest rate hike for South Africa. An announcement will
be made on the 30 March 2023, following the SARB'S Monetary Policy Committee (MPC) meeting
next week.

The following macro-economic forecasts for Consumer Price Index (CPI) inflation must be considered
when preparing the 2023/24 MTREF municipal budgets.

Table 1: Macroeconomic performance and projections, 2021 - 2026

Fiscal year 2021/22 2022/23 2023/24 2024/25 2025/26

Actual Estimate

CPI Inflation 4.9% 6.9% 5.3% 4.9% 4.7%

Source: NT MFMA Budget Circular No. 123
2023 National Budget

The 2023 National Budget has been presented in the context of significant economic and social
challenges facing South Africa. Key highlights of the national budget include:

@ |Itis projected that the consolidated budget deficit will continue to decline over the MTEF period,
narrowing to 3.2 per cent in 2025/26. Total public sector debt is projected to stabilise at 73.6 per
cent of GDP by 2025/26, after factoring in the Eskom debft-relief plan. Debt-service costs will rise
to R397.1 billion in 2025/26, from R307.2 billion in 2022/23.

@ It is anficipated that the gross tax revenue in 2022/23 will amount to R1.69 trillion, R93.7 billion
more than the previous estimate from the 2022 Budget estimate. The higher-than-expected
revenue is atfributed to growth in most major tax bases despite intensified load-shedding and
weaker global economic conditions. Given the various pressures over the MTEF period, it is
necessary to allocate some of the extra revenue to reducing the fiscal deficit instead of utilising
such fo fund addifional expenses.



The 2023 Budget includes tax relief measures totalling R13 billion to facilitate the fransition to
clean energy, increase electricity supply, and alleviate the persistent impact of high fuel prices.
Of this amount, R9 billion is provided to encourage households and businesses to invest in
renewable energy.

Over the next three years, the consolidated spending budget amounts to R7.08 frillion, with the
bulk of the amount allocated towards the social wage. This encompasses the combined public
expendifure on health, education, housing, social protection, transport, employment, and the
local amenities.

The proposed medium-term plan includes additional baseline allocations of R227 billion since the
2022 Budget. These increments are aimed at promoting infrastructure development, crime
reduction, and enhancing healthcare and education services. Moreover, the cost of servicing
the debt is expected to account for an average of 17.1 per cent of the main budget expenditure
over the medium term.

As the social wage takes up a significant portfion of public expenditure, the 2023 MTEF allocates
a significant share of nationally collected revenues to Provincial and local government. After
sefting aside funds for debt servicing costs, contingency and unallocated reserves, and
provisional allocations, 41.5 per cent of the revenue generated nationwide will be distributed to
provinces, while 10 per cent will be allocated to local government. Moreover, an additional
R1.1 billion is allocated to the electricity component of the local government equitable share
formula in 2023/24. This will offset additional charges for households that receive free basic
electricity within municipalities.

Over the 2023 MTEF period, local government allocations will increase by a total of R14.3 billion,
made up of R8.1 bilion in the local government equitable share and Ré.2 bilion in direct
condifional grants.

The local government equitable share formula has been updated to account for projected
household growth, inflation and estimated increases in bulk water and electricity costs over the
2023 MTEF period. The 2023 Budget ensures adequate provision through the local government
equitable share to ensure that all municipalities are fully subsidised to support indigent
households.

R1.35 billion has been left unallocated in the LGES formula for 2023/24 to serve as a precautionary
measure should municipal electricity tariffs exceed the 20.7 per cent provided for in the formula.
If the actual increase in municipal bulk tariffs exceeds the provision made in the formula, it will
be the first call on those unallocated funds.

National government fransfers in the form of the provincial equitable share (PES) and Conditional
grants are projected to increase from R73.523 bilion in the 2022/23 revised estimate tfo
R78.527 billion in 2025/26. This represents an annual average growth rate (AAGR) of 2.2 per cent.
The Western Cape’s net effect of the annual technical data updates to each of the PES formula
components, together with the intfroduction of the new health risk-adjusted index reduced its PES
share from 10.5 per cent in the 2022 MTEF to 10.3 per cent over the 2023 MTEF. The reduction is
phased in over the three years to provide greater stability and predictability in the Provincial
medium-term planning and budgeting process.

These changes have a very real and tangible fiscal impact on the Province. Over the 2023 MTEF,
the Western Cape's overall adjustment to the baseline together with the annual data updates
to the various PES formula components amounted to a reduction of R1.919 billion, due to the
impact of the revision to the health risk-adjusted index.
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@ The Western Cape’s Conditional grant allocation over the 2023 MTEF period totals R14.474 billion
in 2023/24, R14.408 billion in 2024/25 and R15.079 billion in 2025/26, constituting 17.8 per cent on
average of the Province's total receipfs.

@ The Province's Conditional grant allocation increased by 1.9 per cent from a revised estimate of
R14.201 billion in 2022/23. Over the 2023 MTEF, Conditional grants increased by R698.816 million
or AAGR of 8.5 per cent. From the various additional allocations, the largest allocation was
R417.634 million tfowards the Provincial Roads Maintenance Grant in 2023/24.

@ The aggregate local government equitable share (LGES) increases at an average annual rate
of 9.3 per cent from R83.7 billion in 2022/23 to R109.4 billion in 2025/26, mainly to provide for
above-inflation escalation costs in bulk electricity and water supply. The equitable share includes
allocations for the operational and maintenance costs associated with the provision of free basic
services.

@ The total LGES applicable for the Western Cape Municipalities equate to R7.343 billion for the
2023/24 financial year, increasing by 10 per cent from the 2022/23 allocation (R6.666 billion). The
total allocations to municipalities (including the direct and indirect conditional Grants) are
reflected as R13.290 billion in the 2023/24 financial year. The figure reveals a 14 per cent increase
from the 2022/23 financial year (R11.637 billion).

The 2023 National Budget documentation is available here.
2023 Western Cape Provincial Budget

On Tuesday, 14 March 2023, the Western Cape Minister for Finance and Economic Opportunities,
Ms. M Wenger, tabled the 2023 Western Cape Budget in the Provincial legislature. The Western
Cape's 2023 Budget supports ongoing economic recovery by driving the Provincial priorities of
Growth for Jobs, Safety and Wellbeing enabled by Innovation, Culture and Governance. Key
highlights of the Provincial budget include:

@ Over the three years of the 2023 MTEF, R39.824 billion has been allocated to boost economic
growth and create opportunities for our citizens. Additionally, R4.760 billion is allocated to ensure
safer communities and R170.911 billion has been allocated to ensure the wellbeing of residents
in the Western Cape, which includes key services such as Education and Health. Lastly,
R19.270 billion is allocated towards Innovation, Culture and Governance, the enablers of these
key policy priority areas.

@ By functfional areq, the three largest expenditures in 2023/24 are; education (R29.548 billion),
health (R28.805 billion), and infrastructure and economic affairs (R11.7 billion). An additional
R350 million has been allocated towards education infrastructure to accelerate infrastructure
delivery to respond to a growth in demand for places in our schools.

@ The 2023 Budget has a strong focus on improving energy resilience in the province with R1.1 billion
set aside for the MTEF period, R598.475 million of this already allocated. The WCG aims to reduce
the impact of loadshedding, improve advances in the green economy, set up a strong pipeline
of green energy projects, scale up support to municipalities to help them get more power into
the grid, and identify critical transmission infrastructure upgrades. Over the 2023 MTEF, the
Department of Economic Development and Tourism (DEDAT) is allocated R24.0 million to
improve energy resilience in municipalities. Additionally, the Department of Local Government
will receive a total of R57.5 million to help municipalities pilot renewable energy solutions and
includes the provision of specialists to find best-fit renewable energy options as well as the
creation of municipal energy master plans. Additionally, R40 million will be allocated in each year
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across the MITEF period for energy related project preparation support, particularly by
municipalities, under the management of the Department of Infrastructure.

@ The Department of Infrastructure is allocated significant funding for project preparation support.
This includes earmarked allocations for mixed-use developments. A total of R32.4 million is
allocated for mixed-use developments in the 2023/24 financial year and includes projects in
Stikland North, Oude Molen, Leeuwenhof, Leeuloop and Caledon.

@ The Western Cape Government will spend R80.319 billion across all municipal areas in the
Province. The 2023 expenditure distribution per region is as follows: Cape Metro (R55.148 billion;
68.7 per cent), Cape Winelands (R?.643 billion; 12.01 per cent), Garden Route District
(R7.356 billion; 9.16 per cent) West Coast District (R4.088 billion; 5.09 per cent) Overberg
(R2.917 billion; 3.63 per cent) and Central Karoo District (R1.101 billion; 1.37 per cent).

@ In addition to the WCG's emphasis on energy resilience, focus will also be placed on the ease of
doing business, by working to improve the efficiency of the Port of Cape Town, by implementing
the Municipal Ease of Doing Business Planning and Building Permit Reform Programme, and by
improving the processes which inform Environmental Impact Assessments.

® The Western Cape Provincial Government has allocated R2.8 billion in conditional grants to
municipalities in 2023/24 that must be taken up in municipal budgets. These allocations, as well
as forward projections for the rest of the 2023/24 MTREF period are set out in Provincial gazette
number 8730 of 14 March 2023 (available with the rest of the Provincial budget documents at
the link above). The allocations to each municipality have also been summarised in an allocation
letter sent to each municipality. These grants cover a wide range of functions, from strengthening
the capacity of municipalities to deliver on their mandates to funding capital projects and
delivering services on behalf of the province. The purpose of each grant is set out in its grant
framework in the gazette.

@ Municipalities are encouraged to refer to Chapter 6 of the Overview of Provincial Revenue and
Expenditure (OPRE) which outlines the spatial distribution and the sectoral breakdown of
education, health and wellness, infrastructure, and other Provincial expenditure across the
Metro, district, and local municipalities in the Western Cape. Additionally, Chapter 3 of the
Overview of Provincial Municipal Infrastructure Investment (OPMII) summarises the Provincial
Government's infrastructure investment plans in each municipality. For further information on
provincial allocations, kindly direct queries to:
Budgetoffice.provincialtreasury@westerncape.gov.za

@ The 2023 Provincial Budget documentation can be accessed here.

NATIONAL AND PROVINCIAL BUDGET GUIDELINES

The NT and PT circulars provide guidance to municipalities on revenue, expenditure and accounting
related matters for consideration when compiling their 2023/24 MTREF budgets. Please note the
following important matters:

® Municipalities are advised to consult MFMA Circulars No. 122 (2022) and No. 123 (2023) for
guidance in respect of planning and budgeting towards the 2023 MTREF, available at this link.

® Municipalities MUST include the National and Provincial Treasury Budget Circulars as part of the
source documents consulted in the preparation of the 2023 MTREF Budget documents and table
it as part of the budget documentation in the municipal council.
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Key focus areas for the 2023/24 budget process

Local government conditional and unconditional grant allocations

Over the 2023 MTEF period, NT will undertake the following reforms to refine the local government
equitable share formula:

@ Introduce a cost differential model which considers factors such as distances, topography
and setftlement type in the basic services component.

@ Introduce a separate component for municipal health services and an explicit sub-
component for the firefighting function in the local government equitable share formula.

@ Develop an objective criterion which municipalities can be benchmarked against in relation
to their administrative functions and explore policy options related to financing infrastructure
in small and rural municipalities.

Re-enforcing improved intergovernmental relations in the 2023 Division of Revenue Bill, (DORB)

In order to strengthen the system of good intergovernmental relations as envisaged in the
Chapter 3 of the Constitution and subsequent related legislation, municipalities are reminded of
Section 31(3) of DoRA that provides for the facilitation of personal liability for unnecessary
litigation.

Section 31 is amended to include a clause that requires that where an organ of state decides to
institute judicial proceedings against another organ of state, it must, within 10 working days of its
decision, noftify the National Treasury, the relevant provincial treasury, the Department of
Cooperative Governance and the Auditor-General, of the details of compliance with Chapter
4 of the Infergovernmental Relations Framework Act, 2005, including an explanation of the failure
to resolve the dispute.

Conditional Grants Usage and transfers to municipalities

Conditional grant funds may only be used for the purposes, and subject to the conditions
specified in the framework for each conditional grant.

These condifions are binding in ferms of sections 11 and 12 of the annual Division of Revenue Act.
Any instruction by a municipal, provincial, or national official or politician that is inconsistent with
the framework of a conditional grant is invalid.

Municipalities are reminded that in ferms of sectfion 32 of DoRA, spending of a grant that is
inconsistent with DoRA is considered irregular or unauthorised expenditure.

To assist municipalities with the criteria for the equitable share release for 2023/24, municipalities
are fo follow the guiding checklist provided by NT (in MFMA Circular No. 123). This checklist can
be followed throughout the year to ensure that all documents are uploaded to the GoMuni
platform. Municipalities will also be required to submit the completed checklist as part of the
quarterly performance reporting process for quarter 1 of the financial year. By including the
completed checklist in the report, municipalities confirm their adherence to the equitable share
release criteria including that all supplementary information has been submitted onto Go-Muni.

Section 21 of the Division of Revenue Act, 2022 (Act No.5 of 2022) (DoRA) in conjunction with the
Division of Revenue Amendment Act, 2022 (Act No. 15 of 2022) (DoRA) requires that any
conditional allocation or portion thereof that is not spent at the end of the 2022/23 financial year
reverts to the National Revenue Fund (NRF), unless the rollover of the allocation is approved in
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terms of subsection (2). Municipalities should therefore refer to NT Circular MFMA No. 123 for the
list of information to include when requesting a rollover in terms of section 21(2) of the 2022 DoRA
and for information on cases where NT may decline an application.

NT must first see that the unspent allocations are committed to identfifiable projects for the funds
to be rolled over. Furthermore, if National Treasury receives the application after 31 August 2023,
the application will be declined. Additionally, no rollover requests will be considered for
municipalities with vacant or acting CFOs and MMs for a period exceeding é months from the
date of vacancy.

The Revenue Budget

Setting cost-reflective tariffs

The basis of compiling a credible budget includes the setting of cost-reflective tariffs. The setting of
cost-reflective tariffs is a requirement of Section 74(2) of the Municipal Systems Act fo ensure that
municipalities set tariffs that enable them to recover the full cost of rendering the service. Guidance
for the setting of cost-reflective tariffs are as follows:

Municipalities are advised to balance full cost recovery on services with affordability for residents.
National Treasury encourages municipalities to maintain tariff increases at levels that reflect an
appropriate balance between the affordability fo poorer households and other consumers while
ensuring the financial sustainability of the municipdality. If the municipality’s initial tariff calculation
results in high increases to facilitate cost-reflectiveness, it is recommended that such are phased
in over 3 to 5 years. The municipality's strategy in this regard should be included as part of the
budget narratives.

Where the full increase in the cost of a service is not passed onto consumers, municipalities must
offset the increased costs through savings identified elsewhere in their operations. While
municipalities are urged to maximise efficiency in their operations, tariff setting efforts should
consider the need to make additional provision for repairs and maintenance associated with
infrastructure breakdowns during loadshedding. Municipalities are cautioned against setting
tariffs that include operating inefficiencies as this could lead to tariffs becoming unaffordable to
consumers. Municipalities are encouraged to set two-part tariffs, that include a basic availability
charge to recover the fixed (direct and indirect) cost associated with the service in conjunction
with consumption-based tariff bands, where possible.

As communicated in MFMA Circulars (122:13 and 123:10), with effect from the 2023/24 MTREF, alll
municipalities (except metropolitan cities, and district municipalities that do not provide any
services) as part of both the tabled and adopted MTREF submissions, must submit the completed
National Treasury Tariff Tool (in excel format); illustrating that the revenue component of the
budget is credible and funded and that the municipality’s tariffs are cost reflective.

The completion of the National Treasury tariff Tool will assist in setting tariffs that are cost-reflective
and enable a municipality to recover costs to fulfil its mandate. A key aspect of the funding
allocation criteria is the assessment whether the Municipality completed the “National Treasury
Excel Tariff Tool uploaded to GoMuni with the adopted budget by the start of the budget year
i.e. | July 2023". A key success factor is that every municipality fully embrace the Municipal
Standard Chart of Accounts (MSCOA), costing component.

Flowing from the above, municipalities are requested to provide Provincial Treasury with an
update regarding the process of cost reflective tariff setting; and more specifically how the
municipality has adopted and populated the National Treasury Tariff Tool (in excel format) to
date, prior to the SIME engagements.
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Based on the deliberations in the Budget and the In-Year Monitoring (IYM) Workshop (held
13 January 2023) as well as the presentation by the Budget and Revenue Advisor of National
Treasury, the resolution was that Municipalities phase in the implementation of the Tariff Tool and
fill in the Revenue and Expenditure Tabs in the National Treasury Tariff Tool, factoring in also the
populating of the Surplus and Revenue Required Tabs. The presentation by National Treasury
regarding the Standardised Tariff Setting Tool Presentation can be found here.

Tariff setting — the impact of loadshedding

Municipalities are advised to take account of the impact of loadshedding and the loss of customers
on both on the expenditure and revenue side of the budget and rebalance their expenditure and
revenue budgets accordingly. Municipalities need to adequately plan and prioritise funding in its
2023/24 MTREF budget for this purpose, taking cognisance of the following:

Bulk purchases represent approximately one third of municipal expenditure. Due to the
prolonged energy crisis which resulted in continued loadshedding, electricity demand by
businesses and households has been curtailed. As municipalities are selling electricity at a mark-
up, the resultant revenue from lower electricity purchases is expected to be significantly less. The
announcement by the Minister of Finance that individuals may claim up to R15 000 rebate
personal income tax for the 2023/24 tax year on the acquisition of solar panels up R60 000 will
mean that many wealthier individuals may switch to solar PV panels for electricity. This will further
reduce electricity demand and sales.

Municipalities are advised to prioritise the maintenance and refurbishment of their electricity
networks to prevent any further disruptions in electricity supply in addition to loadshedding. In this
regard, municipalities are advised to synchronise the maintenance schedules of their electricity
networks with that of their local loadshedding schedules.

Apart from negatively affecting electricity services, loadshedding also impacts municipalities’
ability to pump water, which negatively affects the stability of water supplies and related
functioning of the wastewater reticulation network. NT recommends that back-up electricity to
pump water be prioritised while remaining mindful of affordability, the availability of funding
sources and other critical expenditure priorities. The Western Cape Government has availed
R88 million to assist municipalities with the acquisition of back-up generators for this purpose in
the 2022/23 financial year.

The blocking of electricity purchases via prepaid meter sales or recovering of portions of
outstanding debt through electricity prepaid purchases have traditionally been an effective
credit confrol mechanism. Municipalities can therefore expect a rise in outstanding consumer
debt as the demand for electricity drops. Municipalities are therefore advised to explore
alternative and innovative credit control methods.

Municipalities should carefully monitor their Eskom accounts for any penalties that result from
increased demand immediately after a period of loadshedding is ended. Additionally,
municipalities must factor in the fact that Eskom will reverse penalties for exceeding notified
maximum demand that results from loadshedding when calculating tariffs. This will ensure that
consumers are not overcharged.

A load-shedding levy or surcharge may only be infroduced with the approval of the Minister of
Finance and in terms of legislative processes set out in the MFMA and the Municipal Fiscal Powers
and Functions Act, 2007.
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Eskom Debt Relief

The debt relief for Eskom announced by the national Minister of Finance includes a pass on of relief
to municipalities with arrear amounts owed to Eskom. Municipal Debt Relief will be conditional and
application based. The relief is aimed to correct the underlying behaviour and operational practices
in defaulting municipalities and Eskom while, in parallel, progressively introducing a smart metering
solution to change consumer behaviour by reinforcing a culture of payment for services. The initial
proposal from National Treasury consists of 4 elements:

@ Eskom will write-off all debt municipalities owe as on 31 March 2023 (excluding the March 2023
current account). This will be done over three national financial years and require as a critical
qualification that municipalities honour their current (monthly consumption) Eskom and water
accounts going forward and maintain a minimum average quarterly collection;

@ Secondly, new mechanisms are explored to resolve non-payment — this to include a dispute
Ombud mechanism and re-assigning the license of persistent defaulters;

@ Thirdly, Eskom will contfinue to implement a regime of installation of pre-paid meters in Eskom
supplied areas to improve Eskom collection. Municipalities are additionally encouraged to adopt
a similar operating regime; and

@ Lastly, the National Treasury will continue to implement municipal revenue enhancement
initiatives, including a transversal tender for a smart pre-paid meter solution to change to a
forward-looking culture of payment of the consolidated municipal bill.

More details on the application process and related conditions for municipalities will soon be
outlined and published through a separate MFMA Circular issued by National Treasury. The
application process is likely fo focus on ensuring the sustainability of future payments to Eskom so
that municipalities do not fall behind on payments in future.

Furthermore, municipalities must ensure that structural deficiencies within the electricity trading
service are addressed to ensure that municipalities that benefit from the delbft relief do not relapse
and default on the Eskom payment obligations.

There are currently four (4) municipalities in the Western Cape are eligible to potentially benefit from
this debt relief. Provincial Treasury will engage directly with these municipalities as more information
becomes available on the application process and how to manage payments under existing arrear
agreements while applying for relief. NT MFMA Circular No. 123 is clear that in all circumstances
municipalities must pay their current accounts timeously.

Additional Budget Considerations:

The matters discussed below are noteworthy considerations to be taken into account in the
finalisation of municipalities tabled budgets:

Eskom Bulk Tariff Increases

The National Energy Regulator of South Africa (NERSA) is responsible for the price determination of
the bulk costs of electricity. The following guidelines should be taken into consideration:

@ In January 2023, NERSA approved tariff increases of 18.7 per cent in 2023/24 and 12.7 per cent
increase in 2024/25. For purposes of calculating the free basic energy subsidy in the local
government equitable share formula, the Natfional Treasury has added 2 per cent to these
increases. This was provided in anticipation of higher increases for municipalities than those
published in January due to the difference in the financial years of Eskom customers and



municipalities. However, the actual bulk tariff increase for municipalities is slightly lower, meaning
that the subsidy in the equitable share has received an above-cost increase.

@ RI1.1 bilion is added to the free basic energy subcomponent of the free basic services
component of the local government equitable share formula to fund these higher tariff
increases. To this end, the free basic electricity subsidy in the local government equitable share
is calculated based on a 20.7 per cent tariff increase in 2023/24 and a 14.7 per cent increase in
2024/25. In the absence of an approved tariff increase in the outer year of the MTEF period, the
formula assumes an increase of 17.7 per cent in 2025/26. This is the average of the estimated
increases for the first two years of the MTEF period.

@ The National Energy Regulator of South Africa (NERSA) released its guideline for municipal tariff
increases on 16 March 2023. NERSA approved an increase of 18.49 per cent for municipalities
for the 2023/24 financial year and approved an average ftariff increase of 18,65 per cent for
Eskom’s standard tariff customers. Municipalities will realise a lower increase of 18.49 per cent,
because in the first three months (April to June) of Eskom’s financial year, they will not experience
an increase due fo the municipal financial year commencing on 1 July. A lower ftariff for
municipalities is possible if there was an over-recovery in the period from April — June based on
the previous approved increase.

@ NERSA has now clarified the bulk tariff increase that municipalities will pay for 2023/24, but they
must sfill publish the guideline for determining the tariff increases that municipalities can apply to
their customers. Municipalities will need this information to be able to complete their budgets. It
is hoped that the guideline is published shortly. If it is not, Municipalities are advised to use the
assumptions from the guideline for 2022/23 and make clear in their budget documents that the
final electricity tariff increases will be adjusted to align with the final NERSA guideline tariff
increases.

@ The table below illustrates examples of how the 2022/23 NERSA guideline could be used to
calculate estimated tariff increases for municipal customers. In both examples the tariff increase
is in the region of 15 per cent. NERSA may make other changes and are likely to update the
“contribution” shares of different costs, so Municipalities are warned that the guideline increase
will differ from the examples below. However, these examples are provided to give municipalities
a ballpark indicator of likely increases in the absence of a published guideline.

Example 1
Example 2
2022/23 NERSA Guideline 2023/1,24 (‘t’)"'l}'( 2023/24 (updating
updating bu bulk cost and CPI)
cost)
% % %

Contribution | increase | Guideline | increase | Guideline | increase | Guideline
Bulk purchases 74.0% 8.61% 6.37% |18.49% 13.7% [18.49% 13.7%
Repairs and maintenance 8.9% 4.40% 0.39% 4.40% 0.4% 5.30% 0.5%
Salaries 3.8% 4.40% 0.17% 4.40% 0.2% 5.30% 0.2%
Finance costs 2.1% 2.00% 0.04% 2.00% 0.0% 2.00% 0.0%
Bad debts provision 3.9% 4.40% 0.17% 4.40% 0.2% 5.30% 0.2%
Charges from ofher 18%  4.40%  008% | 4.40% 0.1% | 5.30% 0.1%

municipal departments

General expenditure 5.5% 4.40% 0.24% 4.40% 0.2% 5.30% 0.3%
7.47% 14.78% 14.99%

Source: Provincial Treasury, own calculations
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Cost Containment

Provincial Treasury has observed a wide range of innovative cost containment practices being
implemented by municipalities, reflecting a notable shift in the way cost containment has
conventionally been perceived. Initially, it was purely a process of cost elimination o relieve budget
pressures associated with the constrained fiscal environment. Municipalities are now starting to
acknowledge cost containment as a dynamic and reflective process that aims to achieve greater
operational efficiencies in the medium to long term. These innovations, as noted by PT through the
various in-year monitoring processes and consideration of municipal cost containment reports, can
broadly be categorized as follows:

Elimination

Adaption

Bundling

Automation

Optimisation

Substitution

Repurposing

Deferment

Conventional cost containment approach whereby all non-essential and nice-to-have
expenses are reduced. Includes investigating and removing duplicate or redundant functions.

Cost saving opportunities associated with the new-way-of-work. Examples include flexible
operating hours that reduces the need for overtime; having online engagements to reduce
fravel and subsistence; hybrid working arrangements; shift systems to reduce overtime etc.

Combining services to reduce costs. Typical example would be to make use of a single service
provider for certain important business functions, shared service model.

Significant efficiency made by automating certain business processes. However capital
infensive and can lead fo job redundancies, increased training costs efc.

Identifying and reviewing case, project and process workflows to remove bottlenecks, and
promote system integration. Gains from opfimisation and automation can also be realized
through attrition of staff, if efficiency gains can be used to reduce the need to replace staff
when they leave the municipality.

Exploring more cost-effective alternative goods and services (maximise value for money)
without compromising service level standards.

Transforming, adapting or redeploying certain strategic assets at the end of its original life
cycle to fulfil another purpose. This will reduce the need for complete replacement of existing
tools, technologies and even processes.

Strictly applies to non-essentfial goods and services only. Municipalities should under no-
circumstances defer financial obligations or repairs and maintenance. Examples include
holding off on non-mandatory training and refurbishment or upgrading of administrative and
community facilities.

@ While cost containment in the above context is an ongoing process, municipalities are reminded

of the requirement to set clear and quantifiable targets as part of its cost cutting commitments.
Over the last financial year, Provincial Treasury has noted a marked regression in the submission
of the quarterly Municipal Cost Containment Regulations (MCRR) (2019) reports. Municipalities
are advised to fimeously adhere to the MCCR reporting requirements and where possible,
incorporate the quarterly disclosure reports as part of the reports submitted in terms of S52 of the
MFMA. Provincial Treasury will henceforth take a more critical view of the information reported
by municipalities to ascertain whether underspending is being passed off as a saved cost.

Provincial Treasury is aware of the need for a differentiated cost containment approach for each
municipal category and will continue to work closely with National Treasury to review the existing
Regulations. Municipalities are however in the interim requested to consider and apply
innovative cost containment measures and report in line with MFMA Circular No.82 (2016) and
the MCCR (2019).
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Cost Drivers

While there is an immediate need to safeguard municipal revenue streams that are directly
impacted by the effect of loadshedding on consumer consumption patterns, it is equally important
for each municipality to critically review the cost drivers within its expenditure framework ahead of
the tabling of the 2023/24 budget. Some of the most prominent expenditure drivers to be considered
as part of a municipality’s budget assumptions are as follows:

@ Provision for indigent households: The constrained fiscal environment, including high levels of
food price inflation and rising interest rates, continues to impact heavily on disposable
household income. Households are reducing discrefionary spend to afford necessities. Some
reduction in spending on consumption of tfrading services should be expected. However,
the larger impact on municipal budgefts is likely to come from an increase in indigent
household applications and municipalities should anticipate this and provide for the cost in
their budget.

@ Increase in fuel prices: While fuel price inflation has slowed between December 2022 and
January 2023, a year-on-year comparison reveals a 13.1 per cent increase from January
2022. Geo-political uncertainty persists (notably the Ukraine/Russian war) which does leave
fuel prices suscepftible to ongoing fluctuations. That said, the decision to not increase fuel
taxes in the national budget provides a measure of relief to consumers. Fuel is a major cost
driver for municipalities in general, but additional provision needs to be made for fuel costs
associated with alternative power solutions (such as generators). Municipalities are advised
to provide for at least the volumes of fuel that have been consumed monthly for additional
generator usage since loadshedding escalated in December 2022.

@ Repairs and Maintenance: It is crucial that municipalities confinue to make adequate
provision for the routine care and upkeep of assets to prevent breakdowns and service
delivery disruptions. Such provision must be in line with the national norm of 8 per cent of the
asset value of Property, Plant and Equipment. Municipalities need to also make additional
provision within their operating budget for repairs and maintenance associated with network
breakdowns resulting from loadshedding (most notably, electricity and water breakdowns).

At the recent TIME engagements, municipalities expressed the concern that loadshedding
does not only result in the additional need for repairs and maintenance, but in certain
instances causes the complete breakdown/failure of electricity and water assets. As many
of these assets were not soon due for replacement or renewal, no provision for their
replacement would have been made in the MTEF budget. Municipalities should consider
increasing their capital replacement reserve contribution to provide for such asset
replacement and renewals. This would recognise that the need for replacement or renewal
of these assefts is likely to be required much earlier than originally planned.

Additional costs associated with the increase in repairs and maintenance efforts include, but
are not limited to, a significant increase in overtime; the use of sub-contractors; as well as
inventory consumed. Municipalities must ensure that adequate provision is made in the
budget for these specific line-items as part of the repairs and maintenance function.

@ Contracted services: Due to the technical nature of electrical technology, municipalities are
expected to make use of skiled and experienced consultants and service providers to assist
with the transition to renewable energy sources. Leading industry experts are currently
advising the WCG on this subject and the learnings applicable to local government will be
shared with municipalities. Municipalities must carefully manage the use of consultantsin line
with the MCCR and are advised to consult either Provincial Treasury or the Municipal Energy
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Resilience (MER) team of the Western Cape Government before making any long-term
commitments relating to energy procurement or advisors.

@ Security services: As loadshedding intensifies, municipalities are reporting an increase in illicit
activities, especially in ferms of theft and vandalism affecting municipal assets. Municipalities
should thoroughly review the impact of crime on its asset base ahead of the new financial
year and where needed, make sufficient provision to safeguard property, plant and
equipment.

Capital Budget Spend and Borrowings

Infrastructure investment has been identified as a key driver of economic growth. The 2023 Overview
of Provincial and Municipal Infrastructure Investment 2023 notes that municipalities and Provincial
departments in the Western Cape budget for almost the same levels of infrastructure investment,
with municipalities budgeting for a total of 11.8 billion in capital spending in their 2022/3 original
budgets, compared to the RI11.6 billion in the Province's 2023/24 budget. However, in-year
monitoring reports consistently note that municipalities struggle to spend their full capital budgets
and this underperformance is confirmed in the annual financial statements. Improving capital
spending is a key priority for enabling economic growth and will be an important focus of the SIME
engagements this year. Municipalities need to plan for an appropriate capital funding mix and then
ensure that they put in place appropriate project preparation and procurement planning to be able
to deliver on their planned capital spending.

The update to the National Policy Framework for Municipal Borrowing and Financial Emergencies
was approved on the 17 August 2022. The Policy Framework is accessible at this link. Key reforms
infroduced in this regard include:

® Measures to expand the scope of responsible municipal borrowing and create the environment
for more players (e.g. insurers, pension funds, institutional investors, fund managers and
international Development Finance Institutions) to take part in the municipal debt market. In
particular, the participation of private and public sector market participants in the development
of a liquid secondary market for municipal debt securities is encouraged. This is incorporated
while ensuring that the core principles underlying municipal borrowing are maintained, namely
that credit worthy municipalities should borrow responsibly to finance capital investments whilst
confirming that there will be no bailouts by provincial or national government as stipulated in
section 51 of the MFMA.

@ Clearer definition of the role of Development Finance Institutions (DFIs) o ensure that their
lending does not crowd out the private sector. DFI's are encouraged to pursue clear and agreed
upon developmental goals and public-sector lenders should be guided by social and
developmental investment approaches where social outcomes are considered alongside
potential financial returns.

@ The updated policy allows for and clarifies innovative infrastructure financing mechanisms (such
as pooled financing mechanisms, project finance, tax increment financing, revenue bonds and
pledging of conditional grants) that municipalities can use to leverage municipal borrowing.


http://mfma.treasury.gov.za/Guidelines/Pages/default.aspx
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Municipal Standard Chart of Accounts (MSCOA)

Version 6.7 of the mSCOA chart is now live and all fabled budget data strings can be uploaded on
the GoMuni portal. Please note the following:

@ NTwillregulate the minimum business processes and system specifications for mSCOA by the end
of 2024/25. A new fransversal tender for the provision of ERP financial systems that complies with
these regulations will be put in place once the regulations have been issued. Municipalities are
cautioned against changing financial systems aft this stage, as fruitless and wasteful expenditure
may be incurred should the procured financial system not comply with regulations. Additionally,
any intention to replace the financial system currently operating needs to be communicated to
NT and PT before any proposals from system providers are received. See MFMA Circular No. 123
for information on what the submission to the relevant Treasuries should include, which should be
forwarded to lgdocuments@treasury.gov.za for a response.

® The MFMA and its Regulations require the submission of mMSCOA data strings for budgets, in-year
reporting, and annual financial statements in a specific format and by a required timeframe. The
credibility and accuracy of the mSCOA data strings must be verified by municipalities prior to
submission to the GoMuni Upload portal. Since the financial system must be locked at the end
of the month in order to generate a mSCOA data string, municipalities may not open closed
periods to correct errors. Errors must be corrected in the next open period. Providers of municipal
financial systems must ensure that the necessary internal controls are built info the system to
prevent the opening of closed periods on the financial system and the bypassing of such
controls. This also applies to the correction of information in closed periods for 3rd party systems
that should be integrating with the main financial system in terms of the requirements of the
mSCOA Regulations.

@ From 1 July 2023, the schedules populated from the mSCOA data strings on NT's Local
Government and Reporting System will need to be signed off monthly for audit purposes. This
serves as the municipality’s confirmation that the data strings submitted are accurate.
Additionally, the GoMuni Upload portal for the monthly in-year data strings will be closed at 16nh00
on the 10thworking day of each month. No data string submissions will be accepted by NT after
that.

2023/24 STRATEGIC INTEGRATED MUNICIPAL ENGAGEMENTS (SIME) PROCESS
Municipal Budget Day

According to sections 16(2) and 17(3)(d) of the MFMA, the Mayor of a municipality must table the
annual budget at a council meeting af least 90 days (i.e. by 31 March 2023) before the start of the
budget year.

It is important to note that there is no explicit requirement for council to endorse or approve the
tabled budget or draft IDP tabled by the mayor for public participation. The municipal council only
has the legal authority to consider a tabled budget and draft IDP after the completion of one or
more public participation processes undertaken pursuant to section 22, read with section 23 of the
MFMA. Council will only consider for approval “the product of an inclusive budget preparation and
consultative process” when the proposed annual budget (as amended, if applicable) is tabled
before council in terms of section 24(1) of the MFMA.


mailto:lgdocuments@treasury.gov.za
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Given that the preparation, consultation, adoption and implementation of a municipality’s annual
budget is inextricably linked to, and must be substantially aligned to and informed by the contents
of that municipality’s IDP, it would be procedurally flawed for the mayor to proceed with the tabling
of the proposed annual budget (and commence with public participation process required in terms
of section 22 of the MFMA) at a fime when the municipality’s draft IDP has not been completed.

Failure to Table Draft Budgets and IDPs by End March 2023

If a municipality has failed to complete the relevant processes applicable for the review and revision
of the annual budget and the compilation of an IDP in time for the deadline applicable to the tabling
of the proposed annual budget (i.e. 31 March), the mayor must submit an application for an
extension of the said deadline. As per section 27 of the MFMA, the mayor of a municipality must,
upon becoming aware of any non-compliance by the municipality of any provisions of the Act or
any other legislation pertaining to the tabling or approval of the annual budget or compulsory
consultation processes, inform the MEC for Finance in the province in writing of any non-compliance.

If the impending non-compliance pertains to a fime provision, except section 16(1) of the MFMA,
the mayor may apply to the MEC for Finance for an extension, which must be in accordance with
Schedule G of the Municipal Budget and Reporting Regulations (MBRR). In addition to the
requirement fo inform the MEC of impending non-compliance with the MFMA, mayors and
accounting officers are requested to inform PT should they have reasons to believe that that their
municipality’s budget might not be tabled/approved timeously due to dynamics in council. This will
enable PT to engage with municipal officials to prepare for any possible action (including in terms of
139(4) of the Constitution) that may be required if a budget is not adopted.

In the event of actual non-compliance by a municipality with time provisions concerning the annuall
budget, the mayor must inform council, the MEC for Finance and NT, in writing, of such non-
compliance and any remedial action or corrective measures the municipality intends to implement.
Such a notification must be done in accordance with section 63 and Schedule G of the MBRR.

Municipalities are cautioned that any delay to table the budget in terms of section 16(2) of the
MFMA could compromise the ability to approve the budget before the start of the financial year as
required by section 16(1) of the MFMA. Failure to approve the budget before the start of the financial
year will automatically invoke the provisions of sections 25(1) and 55 of the MFMA. Should a
municipality not approve the budget by the start of the new financial year, the provincial executive
MUST intervene in terms of section 139(4) of the Constitution by taking any appropriate steps to
ensure that the budget or revenue-raising measures are approved. These steps include, but are not
limited to, dissolving council and appointing an administrator and approving a temporary budget
or revenue raising measures to provide for the continued functioning of the municipality.

Municipalities are kindly requested to communicate any changes to the confirmed tabling dates (as
it appears in Annexure A to PT via Tania.Bosser@westerncape.gov.za by 27 March 2023.

Submitting budget documentation and schedules for 2023/24 MTREF

Section 22 (b)(i) of the MFMA requires that, immediately after an annual budget is tabled in
municipal council, it must be submitted to NT and the relevant provincial treasury. If the annual
budget is tabled in council on 31 March 2023, the final date of submission of the electronic budget
documents and corresponding mSCOA data strings is Friday, 1 April 2023.


mailto:Tania.Bosser@westerncape.gov.za

Section 24(3) of the MFMA, read together with regulation 20(1) of the MBRR, requires that the
approved annual budget must be submitted to both National Treasury and the relevant provincial
treasury within ten working days after the council has approved the annual budget. However, given
that municipalities are generating the annual budgefts directly from the financial system as required
by the mSCOA Regulations and that the budgets must be verified before it is locked on the financial
system and transacted against, municipalities must submit the approved budget to NT and the
relevant provincial treasury in electronic formats immediately after approval by the municipal
council. Therefore, if the annual budget is tabled to council on 31 May 2023, the final date of
submission of the electronic budget documents and corresponding mSCOA data strings is
Wednesday, 1 June 2023.

The accompanying document submission checklist (see Annexure B) provides a list of the
documentation required by Provincial Government. Electronic budget and IDP related documents
must be provided in PDF format. The designated municipal official needs to complete and sign the
accompanying checklist (Annexure B) as confirmation that the set of budget, IDP and related
documents have been submitted.

Municipalities should note that NT will no longer accept submissions by email, NT will now only accept
uploads via the GoMuni portal. The development work on the GoMuni Upload portal has been
concluded and municipalities must submit all documents required for the 2023/24 MTREF in terms of
legislation, as per the guidance provided in MFMA Circular No 122 (2022), via the GoMuni Upload
Portal. The upload portal can be accessed on https://Iguploadportal.treasury.gov.za from 1 April
2023. All municipal officials that currently have access to the LG Upload portal will be granted access
to the GoMuni Upload portal. New users will have to complete and submit a Request for Access to
lgdataqueries@treasury.gov.za. The request form will be available on the GoMuni login page under
New Registrations.

Municipalities must also  submit  electronic documents to Provincial Treasury fto:
MEMA.MEMA@westerncape.gov.za orif foo large (exceeds 3 MB), must be submitted via One Drive.
Instructions for uploading the budget and related documents via One Drive are provided in
Annexure C. Provincial Treasury will engage further with NT and municipalities to establish whether in
future it is feasible for documentation to only be uploaded to the GoMuni portal. At present,
municipalities are still required to separately submit all documentation to PT (as required in the MFMA
chapter 4 (22)(b)).

If municipalities require advice with the compilation of their respective budgets, they should direct
their enquiries to the following WC Provincial Treasury officials:

Directorate ‘ Official ’ Tel. No. ‘ Email
MFMA Co-Ordination | Dian Cronje 021 483 0390 Dian.Cronje@westerncape.gov.za
Public Finance Isaac Tsie 021 483 6241 Isaac.Tsie@westerncap.gov.za

Thobelani Ntshingila | 021 483 6100 Thobelani.Ntshingilo@westerncape.gov.za

Budget Office Nadia Rinquest 021 483 8692 Nadia.Rinquest@westerncape.gov.za
Kim Engel 021 483 8459 Kim.Engel@westerncape.gov.za

Fiscal Policy Malcolm Booysen 021 483 3386 Malcolm.Booysen@westerncape.gov.za

Cash Management Anthea Paries 021 483 5472 Anthea.Paries@westerncape.gov.za

Accounting Faez Salie 021 483 4252 Faez.Salie@westerncape.gov.za
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Municipalities may also contact the following officials at NT for assistance.

Responsible Area Official
Western Cape Kgomotso Baloyi 012 3155866 | Kgomotso.Baloyi@treasury.gov.za
Cape Town Willem Voigt 0123155830 | WillemCordes.Voigt@treasury.gov.za
George Mandla Gilimani 0123155807 | Mandla.Gilimani@treasury.gov.za
Technical issues with | Sephiri Thomeli 012 406 9064 | lgdataqueries@treasury.gov.za
Excel formats

Publication of budgets on municipal website

In ferms of section 75 of the MFMA, all municipalities are required to publish their tabled budgets,
adopted budgets, annual reports (containing audited annual financial statements) and other
relevant information on the Municipality’s welbsite. This will aid in promoting public accountability
and good governance.

Strategic Integrated Municipal Engagement (SIME) Process

Infegrated planning and budgeting focusses on strengthening the alignment of planning and
budgeting in the Province, and places emphasis on enhancing the provincial and local government
intferface. The SIME engagements, which takes place in May 2023, precedes the approval and
implementation of municipal budgets. The engagements afford the WCG the opportunity to provide
feedback on its assessment of the municipal planning and budgeting efforts for the upcoming
financial year and for the 2023 MTREF.

The assessments are based on compliance and performance information obtained from the Western
Cape Monitoring and Evaluation System (WCMES) as well as an assessment on conformance,
responsiveness, credibility, and sustainability of the municipality’s draft budget, IDP, SDF and
supporting plans. It is therefore important that all Municipalities timeously submit all the required
information. The assessment of the tabled IDPs will be undertaken by the Department of Local
Government, in close contact with all relevant sector departments in the Province impacting on
municipalities, to ensure alignment between the IDPs and all the Provincial strategic priorities and
plans.

The SIME engagements will primarily focus on strategic issues emanating from municipalities’ draft
IDPs and tabled annual budgets to gear municipalities for sustainable growth and development.

The overall objectives of the 2023/24 SIME process and the key messages therefore emphasise:

@ Aligning strategic intent as encapsulated within the Integrated Development Plans (IDP) and
municipal budgets_to create public value based on the community needs/priorities identified
through the public participation processes;

e Safeguarding of municipal sustainability by ensuring that municipalities table funded budgets
and the strengthening of municipal financial management;

@ Ensure optimal and targeted service delivery through strategic spatial planning and alignment;

@ Deepening of an integrated approach to service delivery with the intention of creating synergies
through the consolidation/concentration of resources across all spheres of government;



@ Identification of areas that require support as well as opportunities for collaboration and
partnerships.

The 2023 SIME engagements are planned to be in person. Confirmation of the arrangements will be
confirmed individually with each municipality.

@ The SIME engagements are provisionally scheduled to take place from 17 April 2023 to
17 May 2023, subject to confirmation from the municipalities. PT is currently in communication
with each Municipality to confirm the date and time of each of the engagements.

6. CONCLUSION

Municipalities should consider and apply the contents of this budget circular in the 2023/24 planning
and budgeting process.

Please direct any queries regarding this circular to Nadia Rinquest at:
Nadia.Ringuest@westerncape.gov.za.

MR D SAVAGE
HEAD OFFICIAL: PROVINCIAL TREASURY
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CONFIRMED 2023 BUDGET TABLING DATES

ANNEXURE A

Municipality Confirmed date

City of Cape Town Wednesday, March 29, 2023
Matzikama Tuesday, March 28, 2023
Cederberg Friday, March 31, 2023
Bergrivier Tuesday, March 28, 2023

Saldanha Bay

Thursday, March 30, 2023

Swartland

Thursday, March 30, 2023

West Coast District Municipality

Wednesday, March 29, 2023

Witzenberg

Tuesday, March 28, 2023

Drakenstein

Friday, March 31, 2023

Stellenbosch

Wednesday, March 29, 2023

Breede Valley

Tuesday, March 28, 2023

Langeberg

Tuesday, March 28, 2023

Cape Winelands District Municipality

Thursday, March 23, 2023

Theewaterskloof Wednesday, March 29, 2023
Overstrand Wednesday, March 29, 2023
Cape Agulhas Friday, March 31, 2023

Swellendam

Thursday, March 30, 2023

Overberg District Municipality

Monday, March 27, 2023

Kannaland Friday, March 31, 2023
Hessequa Wednesday, March 29, 2023
Mossel Bay Thursday, March 30, 2023
George Thursday, March 30, 2023
Oudtshoorn Friday, March 31, 2023
Bitou Friday, March 31, 2023
Knysna Friday, March 31, 2023

Garden Route District Municipality

Tuesday, March 28, 2023

Laingsburg

Thursday, March 30, 2023

Prince Albert

Friday, March 31, 2023

Beaufort West

Friday, March 31, 2023

Cenftral Karoo District Municipality

Friday, March 31, 2023




ANNEXURE B
DOCUMENT SUBMISSION CHECKLIST

FOR THE 2023/24 TABLED INTEGRATED DEVELOPMENT PLAN, BUDGET, AND RELATED
DOCUMENTATION

MUNICIPALITY:

In completing and signing the Budget and IDP documentation checklist below, the municipality confirms
that Schedule A1 complies with the Municipal Budget and Reporting Regulations (MBRR) and that the main
tables and the relevant supporting tables (as listed below) are in version 6.7 of Schedule A1 and drawn
directly from the municipal financial system.

The Integrated Development Plan as set out in Section 25, 26, 32 and 34 of the Local Government: Municipal
Systems Act, No 32 of 2000 and Regulations (MSA) and Section 21 of the Local Government Municipal
Finance Management Act 56 of 2003 (MFMA).

The Spatial Development Framework, Disaster Management Framework and additional documents must be
submitted as required in ferms of budget circulars.

Budget Documentation Yes No N/A

Council Resolution in terms of the Tabled Budget

The Budget Documentation as set out in the MBRR. The Budget Document must include
the main A1 Schedule Tables (A1-A10)

The non-financial supporting tables A10, SA?, SA11, SA12, SA13, SA14, SA22, SA23, SA24
and any information not contained in the financial data string, in the Al in the prescribed
mSCOA data string in the format published with Version 6.7 of the Al schedule

Draft Service Delivery and Budget Implementation Plan

Procurement Plan

Draft Service Level Standards

Signed Quality Certificate as prescribed in the MBRR

D Schedules specific for the entities (where applicable)

The bulk water- and electricity invoices for the 3 months immediately preceding the
tabled budget, must be included as an annexure to the tabled budget as part of
supporting the municipalities provision for and calculations of payments to bulk suppliers
over the 2023/24 MTREF

National Treasury tariff tool (in excel format)

As per MFMA Circular 122 page 10, with effect, from the 2023/24 MTREF, all municipalities
(except metropolitan cities and district municipalities that do not provide any services) as
part of both the tabled and adopted MTREF submissions must submit the completed
National Treasury tariff fool (in excel format) illustrating that the revenue component of
the budget is credible and funded and that the municipality’s tariffs are cost reflective.
If the municipality’s initial calculation results in high increases to facilitate cost-reflectiveness, it is

recommended that such are phased in over 3 to 5 years. The municipality’s strategy in this regard
should be included as part of the budget narratives.

Budget Related Policies

Information on any amendments to budget related policies

Suite of budget related policies

Long Term Financial Plan




Budget Documentation

IDP and Related Documentation

Council Resolution in ferms of the tabled amended IDP

Proposed amendments to the IDP

The memorandum referred to in Regulation 3(2) of the Local Government: Municipal
Planning and Performance Management Regulations of 2001

A copy of the predetermined programme, in light of the requirements of section 29(1) of
the Municipal Systems Act 32 of 2000, which the municipality is utilizihg to guide the
process for the drafting, consideration and adoption of the proposed IDP Amendment

Spatial Development Framework

Council Resolution in terms of the adoption of the Spatial Development Framework

Applicable Disaster Management Plan

Council Resolution in terms of the adoption of the Disaster Management Plan

Infegrated Waste Management Plan

Council Resolution in terms of the adoption of the Integrated Waste Management Plan

Air Quality Management Plan

Council Resolution in terms of the adoption of the Air Quality Management Plan

Coastal Management Plan (Coastal Municipalities only)

Council Resolution in terms of the adoption of the Coastal Management Plan

Biodiversity Management Plan (if relevant)

Invasive Species Monitoring, Control and Eradication Plan

Climate Change Strategy

Human Settlements Plan

Local Economic Development Strategy

Water Services Development Plan

Storm Water Master Plan

Integrated Transport Plan

Electricity Master Plan

Infrastructure Growth Plan

Workplace Skills Plan

MUNICIPAL REPRESENTATIVE:

Designation:

Name:

Signature:

Date:




ANNEXURE C

The following instructions provide a guide for the upload of budget documentation onto OneDrive.

@ How to upload documents to One drive:

You can use this option if you have OneDrive linked to your Microsoft Office or Office 365

1. Inany Office document, select File > Save As, choose your OneDrive, and then pick the folder where
you want to save the file. Create a new folder (e.g. DC1 2023 Budget Documents) and place all the
budget related documents within it.

Contoso

& OneDrive - Contoso

Jerrifrye@contoso.com

Other locations

To share the link to that folder, Go into OneDrive

Select the file that you want to share and right click on it

> 0N

Choose “share”
5. Ensure that sharing is defaulted to “Anyone with the link can edit”

6. Enter the MFMA email address: MEMA.MEMA@westerncape.gov.za and email addresses of anyone
else that you want to share the link with.

7. Click the Share Button
File names in following sequence for budget related documents to be submitted to MFMA:
@ Demarcation code
@ ‘“ccyy” century and year (eg.2023)
@ Name of document submitted (e.g. Draft Budget, Draft IDP, Draft SDBIP etc.)
E.g.: DC1 2023 Draft Amended IDP
E.g.: DC1 2023 MTREF Main Budget
E.g.: DC1 2023 Draft SDBIP

NB! Please note the Dropbox option is blocked on the government network and the OneDrive option is to be
utilised.


mailto:MFMA.MFMA@westerncape.gov.za

	Annexure D
	WC034_Service delivery standards - 2023-24 Final
	Sheet1

	Procurement Plan 2023-24_Final 26 May 2023
	Capital Budget MTREF 2023-24
	MTREF Budget Circular No. 123 - 03 March 2023 (final)
	Treasury Circular Mun No 5 of 2023_Municipal Budget 2023-24 MTREF



