AGENDA: MAYORAL COMMITTEE: 24 MAY 2016

170, FINAL BUDGET: 2016/2017 MEDIUM TERM REVFNUF AND EXPENDITURE

FRAMEWORK:( MTREF)

(Directorate: Budget and Treasury Office) : -7 VM/pm
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STRATEGIC THRUST

The Budget is the most important strategic planning document of the Council which

- will guide and determine the day to day actions necessary for the delivery of

Municipal services to the Community.
Financial viability is the first priority in the IDP process and has an objective to
practice sound and sustainable financial management. This is a responsibility of all

managers of Council and will determine the continuous viability of the municipality.

PURPOSE OF THE REPORT

The requirements for the compilation and submission of the Budget are contained in
Chapter 4 of the MFMA and Municipal Budget and Reporting Regulations.

The purpose of tabling the 2016/17 /budget to council is to consider the Income and

"v._\(_expendimre per category, the tariffs to realize the budgeted income and to inform

souncil about the limitations regarding the budget after extensive consultation with
the public..The 2016/2017MTREF is attached as Annexure “A” (attached).

EXECUTTVE SUMMARY
Background

The application of sound financial management principles for the compilation of the
municipality’s financial plan is essential and critical to ensure that the municipality
remains financially viable and that municipal services are provided sustainably,
economically and equitably to all communities.

The Municipality’s business and service delivery priorities were reviewed as part of

this year’s planning and budget process. Where appropriate, funds were transferred
from low- to high- priority programs so as to maintain sound financial stewardship. A
critical review was also undertaken of expenditures on noncore and “nice to have"
items.

The Municipality has embarked on implementing a range of revenue collection
strategies to optimize the collection of debt owed by consumers. The 60 /7 40 % split
rolled out in 2015/16 when a consumer is purchasing electricity has been revised to
70/30%. The 70% will service the debt owed for accounts in arrears and 30% will go
towards the purchase of electricity token.
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The main challenges experienced during the compilation can be summarized as
follows:

® The slow growth of the economy does not translate into the expansion of the
revenue base.

e The effect of the drought which led to the municipality providing free water to
economically active consumers at high costs and this impacted on reduction in
revenue for water,

¢  Shortfalls from the budgeted and expected revenue in 2016 requires the reduction
in the municipal spending and this impacts on service delivery.

° Major salary spending that does not translate in economic efficiency,

e Limited scope for diversitying local economy that lead to a limited room for
improving revenue enhancement,

° The slow growth of revenue collection will either impose more burden on the
consumers by having to hike taritfs or will impact on the reprioritization of
municipal spending.

o Gross mouthly increase in consumer debtors due to non-payment for services.

. An unemployment rate of 21%of population in productive age group or
economically active population.

o Municipal real financial distress that require a sporadic turn- around strategy.

¢  The municipality’s economy is highly dependent on the mining sector and

dependency is almost at 55%.

. The economic base is also not supportive to the growth of the population which is
standing at around 2.8% in 2016.

e Dependency on the mining sector as the largest provider of the employment
opportunities had an impact on the decline in the collection rate.

° The envisaged job cuts i the mmmg, sector will impact negatively on the
: collection rate going forward.
: e The dependency of the municipality on grant funding and external financing to

fund its capital infrastructure.

a The declining payment levels have impacted greatly on the 2016/17 revenue
projections and anticipated savings.

° The non-spending of conditional grants led to the withholding of equitable share
by National freasury.

° Consideration was on increasing tariffs for water and eleciricity above the
recommended 7.86% for electricity, 9.12% and 12% respectively for waler as
proposed by water boards and other sundry tariffs to ensure that the costs incurred
to render the service to communities are recovered,

i
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The following budget principles and guidelines directly informed the
compilation of the 2016/17 MTREF:

) The budget process started in 1% August 201 5when the IDP and Budget plan was
approved by council.

® The budget was aligned with municipal priorities as express in the IDP received
every year from directorates exceed the available funds with two to three times
and is proof that the needs of the community will always exceed the available
funding.

e National Treasury’s MEMA Circular No. 48, 51, 54, 55, 58, 61, 66, 70, 74, 78
and 79 were used to guide the compilation of the tabled annual 2016/17 MTREF.
It should be highlighted that circular 79 was released in March when the draft
budget was already populated.

e The cost containment measures were taken into account especially on the non-
core functions of the municipality.

o Restructuring of directorates and reduction in employment to ascertain a balance
between labour budget and spending through contractors.

° Basic needs of the community have heen prioritized in this budget especially
water and electricity.

° Macro-economic forecast for CPI inflation (2016/17— 6.6%, 2017/18 -6.2% and
2018/19 — 5.9%) was taken into consideration.

J Wage agreement with the unions CPI (Feb 2015~ Jan 2016+1 %a.

e National economic downturn that impacted on the local economic conditions and
affordability of services.

o  Tariff and Property Rates increases should be affordable and be on par with the
headline inflation rate and according to circular 38 ot National Treasury, taking
into account the growth of the municipality.

) No budget will be allocated for external funded projects unless the request is
supported by a written confirmation from the external source on the specific
grant.

. No budget will be atlocated to capital projects unless it is included in the IDP.

. Directorates should undertake intensive periodic planning on their operating and
capital budget components to ensure efficient and etfective cash flow planning
ensure total spending of conditional grant timeously

° All expenditure even if it is budgeted for, must be carefully considered to
ascertain that the hard earned money of the public is not wasted and the principle
of value for money must prevail. '
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OUTLOOX OF 2016/2017 MIREF

The following table is a consolidated overview of the proposed 2016/17 Medium-Term
Revenue and Income Expenditure Framework:

Table 1: Consolidated over view of 2016/t TMTREF

Description 20152016 | 2016/17 Medinm Term Revenue &
Expenditure Framework
R thousand Adjusted | Budget Budget Year | Budget
Budget | Year +1 Year +2
2016/17 2017/18 2018/ 19
Total Revenue (excluding capital
transfers and contributions) 3,682,471 4,056,962 4,371,660 1 4,704,246
Total Expenditure
3,522,473 ¢ 3,886,035 4,155,648 | 4,433,648
Surpius/(Deficit)
159,998 170,867 216,012 270,598
Total Capital Expenditures» Standard
995,379 468,874 575,953 547,395

The 2016/17 MTREF presents a total spending of R4.3billionfor 2016/17 and R4.6
billion and R4.9billion for the two outer years respectively. Capital budget spending is
at R468million for 2016/17 financial year, R575million, and R 547million for the two
outer years. :

This budget reflects the Council’s response to the needs of the residents, ratepayers and
‘the business community which it serves and a detailed multi-year budget is attached as
Annexure * A%

When comparing the budget for 2016/17 with the 2015/16 adjusted operating surplus
before capital transfers and contributions for the 2016/17 financial year has increased
by R10, 9million. The two outer years arc increases by R45, 1 million and R54.6
million.

There is a decrease of R419million on the capital budget for the 2016/17 financial year
when compared with the adjusted budget. .

OPERATING REVENUE FRAMEWORK

For RLM to continue improving the quality of services provided to its citizens it needs
to generate the required revenue. In these tough economic times strong revenue
management is fundamental to the financial sustainability of every municipality. The
reality is that we are faced with development backlogs and poverty. The expenditure
required to address these challenges will inevitably always exceed available funding;
hence difficult choices have to be made in relation to tariff increases and balancing
expenditures against realistically anticipated revenues.

ITEM 170 PAGE 901



AL BT R 1 ) A A AR i

AGENDA: MAYORAL COMMITTEE: 24 MAY 2016

The municipality’s revenue strategy is built around the following key components:

s & &

L

National Treasury’s guidelines on the budget circulars;

The declining growth in Rustenburg and marginal economic development;
Proposed tariffs increases for Eskom to municipality at 7.86%

Electricity tariff increases as apptoved by the National Electricity Regulator of
South Africa (NERSA) are still to be received;

Achievement of full cost recovery of specific user charges especially in relation
to trading services;

Projected revenue to be realistic. The projected revenue for trading services were

informed by the performance of the municipality for the past six months projected
for the full year and also taking into account the payment levels for the past two
years collection rate and February 2016 collection rate average. The proposed
collection rate for 2016/17 is ai 88% and for the outer years is §9% and 90%
respectively. .
The proposed tariffs increases have been determined in relation to the costs of
rendering such a service and ensuring that the consumers are not being
overburden to an extend of not being able to afford paying for services.

The proposed tariffs for water and electricity had to be reduced afier considering
the inputs of public, schools and businesses subsequent to additional consultative
engagements with them.

The municipality’s Property Rates Policy approved in terms of the Muanicipal
Property Rates Act, 2004 (Act 6 of 2004) (MPRA); The municipality
implersented the new valuation roll in 2014/15 financial year and its impact on
consumers was also taken into account when tariffs for property rates were
calculated. The increase is kept at 6.2%

[ncrease in ability to extend new servicés and recover costs;

The municipality’s Indigent Policy and rendering of free basic services; and
Tariff policies of the municipality.
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AGENDA: MAYORAL COMMITTEE: 24 MAY 2016

Table 4 : Operating Transfers and Grants Receipts

A647 Mediom Tetm Revenue &

Deseriplon Refj a2 IR g5 Carrent Year 01546 )
Expendiluce Framework

Audited Andited | Audifed | Origin?t | Adjosted | FultYear |BudgatYesr: Budges Year] BudgetYeu
Culcome | Ouicome | Duftems | Buded Budget | Forecast | HBMT | ®AGAG Y 2 AENA

R thousand

RECEPTS: (¥
Cparating Tansfers and Grants

Kallonal Goverameal: 62882 W 13661 541400 EEH 54493 5830 631 408 623555
Logal Govennren: Erpible Shrs W W W W EST WE S| sy e
Finane Maragement 150 15 160 150 160 L] 1825 170 170
Wasdtipd Syskams tromsenent %l vl a2} s 20 99 - - -
Waker Serviens Cpetatnyg Suaiy 354 w» 508 Fiee T 700 - - -
20 FIFA Worg Cup Operateg . - - - - - - -
Enargy Bty 2nd Domand Manznement - - - - - - - - 508
HoPG - - - - - - & 500 170
A - - - - - - - - -
PP ] - 481 3% kica 33 4218 - -
TR - ~ 7664 7L e s 124455 i) 57 31 s
PR - 15 75! 5004 508 S005 5028 587 123 5058
G - -§ D09 - 5000 - HHR 210 3515

Ofhr sonnipoigiant frsed deseripton]

Provineiat Government: kit 159 118 £ 2A i >3 517 515
Sportend Recreaton - 54 ur i Y i F) §if Bk
Sz Levy - - {8 - - - - - -
LG-RETA # Hgd 15 - - - - -

CFee Yanskoslyaeys fined descripbon]

Dislries Mandcipalify: - - - - . - - - -

firned degerplon)

Other geant providess: - - - 4 § - - - "

fitsest descrption 4 4
Total Operafing Transters and Grenls 3 292t 15148 024 2164 539388 542462 ®Ime]  eReG srdon

Interest from outstanding debtors is at 3.43% of the 2016/2017 tolal revenue an. It is at
3.37(%) percent and 3.31% respectively in the outer years of total revenue. This is the
interest charged on accounts in arrears. The credit control and debt collection policy has a
provision to write off outstanding interest if the whole account is settled. It is envisaged that
the fiuits of the data cleansing will impact on the reduction in the debtors’ book starting from
2016/17 onwards.

Interest on investment is at 0.87% or (R35.2 million) of the budgeted revenue in 2016/17
financial vear. Interest earned on investment is underperforming due to consumers extending
the payment period to more than 30 days, forcing the municipality to cash its investment
within a short period. The revenue collected normally cover the monthly costs hence the
reduction in investment and received interest. It is projected that the interest wili grow by
0.85%and 0.84% in the outer years.

Revenue from fines is at 0.22% or (R9 million) of the budgeted revenue in 2016/2017
financial year. The revenue increases by almost 5.79% in the outer years.

The rentals of municipal buildings and facilities have seen a trend of declining revenue.
More effort is needed to ensure that all municipal buildings rented are charged at a market
refated rentals as the expenditure incurred to repair the buildings far exceeds the revenue
generated. The challenge is stifl around the free use of these facilities.
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Licenses and permits revenue increases by9.75% when compared to full year forecasts. It
increases by 5.79 (%) percent in the outer years

The anticipated sale of vacant stands for the 2016/17 financial vear is at R5million.For the
outer years it is at R5.3million and RS5.6million respectively.

The following table gives a breakdown of the revenue category
Table 5: Revenue by main revenue source

Agency services
ticances and permits _ 1%
0%

Revenue by Source

Transfers recognised - X
operaﬁonai Other revenue Gaing on d!spﬂsﬂl of PPE

14% 1% 0%

|nterest earned «
autstznding debtors

Property rates
4%

7%
Finas

0%

Interest earned - external
investments
1%

fental of facilities a
equipment
0%

Service charges ~ re
revemnue
3%

Servica charges - other .
0,
0% Service charges - electricity

revenue
Service charges - safyjtation 51%
revenya
8% )
Service charges - water
revanue
12%
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Tariff-setting is a pivotal and strategic part of the compilation of any budget. When
rates, tariffs and other charges were revised, local economic cenditions, input costs
and the affordability of services were taken into account to ensure the financial
sustainability. Proposed tariffs are attached as Annexure “B (attached)”

Tariffs are set by the Rustenburg local municipatity for the services it renders, such as
electricity, water. sanitation, refuse removal and others. These tariffs are reviewed
once a year. with public comment sought on any increases. Tarifls are levied to
recover costs of services provided directly and indirectly to customers and other ad
hoe services.

The tariff increases are necessary to address essential operational requirements,
maintenance of existing infrastructure, new infrastructure provision and to ensure the
financial sustainability of the services.

An abnormal high tariffs increase might mean that the municipality will experience
difficulties in collecting revenue at expected levels and bad debts might increase. The
municipalify has strived to minimize its domestic tariff increases to limit the effects of
inflation and high interest rates on residents in the 2016/17 financial year,

In revising its tariffs for water, sanitation. electricity and refuse removal, the
municipality has taken into account current food and fuel prices, which had soared by a
sky-high margin. “Considering the financial distress the South African consumer is n:
the affordability of most goods and services is at risk.

National Treasury continues to encourage municipalities to keep increases in rates,
tariffs and other charges as low as possible. Excessive increases are likely to be
counterproductive, resulting in higher levels of non-payment.

(Given that these tariff increases are determined by external agencies, they have impact
on the municipality’s electricity and water and these tariffs are largely outside the
control of the municipality. Discounting the impact of these price increascs with lower
consumer tariffs will erode the municipality’s future financial position and viability,

The current challenge facing the Rustenburg Local Municipality is managing the gap
between cost drivers and tariffs levied, as any shortfall must be made up by either
operational efficiency gains or service level reductions, Within this framework the
Rustenburg Local Municipality has undertaken the tariff setting process relating to
service charges as follows,

Property Rates

Properly rates cover the cost of the provision of general services. Determining the
effective property rate tariff is therefore an integral part of the municipality’s budgeting
process. There is a 6.2% tariffs increase across all properties.

The municipality will not levy a rate on the first part of the value up R 100 600, 00 of
the market value as per the Valuation Roll:
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The first R15 000 of the market value of a property used for residential purposes is
excluded from the rate-able valuc in terms of section 17 (1)(h) of the Municipal
Property Rates Act (MPRA)and on the balance of the market value up to R 85 000 in
terms of section 15 of the MPRA in respect of residential properties, provided that the
Council from time to time during its annual budget process contemplated in section 12
(2) of the Act determine as threshold, the amount to be deducted from the market value
of the residential properties as a result of which rates will only be determined on the
balance of the market value of such properties after deduction of the threshold amount.
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A summary of the proposed tariffs for households (residential) and non-residential are
as follows:

Table 6 — Proposed Property rates tariff increase

BUDGET AND TREASURY OFFICE

ASSESSMENT RATES PROPOSED TARIFFS 2016/2017 MIREKS

PROFCSED] PRCPUSED
CURRENT TARRIF|  PROFOSED TARIFF% TARFE | TAREF
TARIFFID | TARRF DESCRIFTION (201572016) | TARIF2016%7 1 TARVF INCREASE] INCREASE | 204748 | a0iwns
RIC
8 REBATE EARNINGS< 4580 44000 44000 - 00% Q4000 4000
FEDATE EARINGE BETWEEN 4500 .
i AND 5500 3000 23000 - 8.0% Q3000 -pea
REBATE EARNINGS BETWEEN
2 5500 2000 500 5290 22800 - 0% 02000 02000
£9 GOVERNVENT REBATE 2% 01000 0.1900 . o attoe| 04000
RESIDENTL. REBATE 104 90 100900 - 0% -p0oe| 199600
A RESDENTIAL 1 6007 20360 2.0004 B o0ee4|  gooEs
i HES | VAGANT LAND 26088 D033 0.0l §.2% c00e8] 06108
8 RESDENTIAL 24 5.0057 £.6080 0.0004 6% 0008¢]  oooss
BB RES 24 VACANTLAND 0.0050 0093 0.0905 £2% 00003} 00U
oA BUSHESSICOMVERDIAL 0.0809 00222 046013 5% 2025|  0ges
DA BEUSTRIL 0213 20325 0013]  82% onzan|  0oass
EA COVERNVENT 60135 B2l oooiz| s ogz4|  0on
54 EGUCATIONA 0015t 00263 oooizl &% ags| 52
A MNNG 20224 02238 05014 625% 0022| oo
B GRIC RESIGENTAL 20014 2061 8.0001 6% cons| ooty
B HGRIC YACANT LAND 2.0083 2,008 00805 69% Goosa] 00168
i AGRC BUSHESSINDUSTRIA 20233 8004 so0nd 8 7% 002511 08368
AGRICULTURAL 0015 20015 0.0001 524 00017} 04018
PRIATERGAD 2.8 20063 09004 62% 6oos7|  ooent
CUEST HOUSES aa0th 45080 R pacs| oo
PRWATE SCHOOLS 20209 00222 soeta] 8% pazss)  0ovs
CRECHES 20209 022 D013 6% 0085 | aeme
FRIVATE OWEC TOW 20028 10630 0.0002 £.2% AR
VACANT - BUSIHESS 8207 a2 00614 8% aoss|  aam
PRIVATE OFEN SPADES D086 288 3.0004 62% aoare]  esars

PROPOSED INCREASE: THE INCREASE IS IN LINE CPIX OF 6.2%4

Sale of Water and Impact of Tariff Increases

The revision in the water tariff is necessities by the high demand of water in relation fo
the municipal aging water infrastructure, the cost of maintaining the water purification
plants, water networks and the cost associated with the reticulation expansion:

Water tariffs are structured to protect basic levels of service and ensure the provision of
free water to the poorest of the poor (indigent); and are designed to encourage efficient

and sustainable consumption,

The bulk water purchases proposed increases still to be approved from Rand Water and
Magalies Water is at11.9% and 12 % respectively.

Changes in tariffs after public, schools, busingsses inputs and benchmarking

The municipality increased their tariffs based on the CPIX of6 (%) percent, in line with
National Treasury guidelines mainly for domestic consumers. To- arrive at a cost
reflective tariff, increases in tariffs had to be above the 6.6% increase guideline as pet
National Treasury circular 79for categories like industrial, Government and Business.

it should be noted that in the past the municipalily was not breaking even on the water
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sales. Business consideration was to cover the impact of the drought wherein the
municipality was hit hard as it had to deliver this service for free (commercial loss) 1o
consumers in low lying areas. [n order for this service to be sustainable the municipality
cannot render this service below the cost drivers so as to alleviate the collapse of this
E service.

Tariff increases will allow for setting aside a portion of revenue for water infrastructure
maintenance as currently the mumicipality can’t keep up with the demand of the
replacement of the aging infrastucture as there are not enough collection on this
service to rein fence for infrastructure rehabilitation.

»  Domestic taritf increases on water consumption will still be between 6 (%)

percent and 6.8 (%) percent depending on the level of consumption as reflected in

the below tariffs.

Industrial water tariff consumption increases has been revised to be between

9.7% and 20 % depending on the level of consumption per set brackets.

% Commereial consumption tariffs increases are now between 9.70 (%) and
19.50% depending on the level ot consumption per set brackets

5 Institutions: Churches, public and private schools revised to be between 7.79%
and 15% depending on the level of consumption per sei bracket.

»  Other institutions including government have been revised to be between 9.70%
and 20% increases depending on the level of consumption.

>  Basic charges for all consumers will increase by 6.6% in 2016/17 and between
6% and 20% in bath outer years

YJ

Table 7 Proposed Water Tariffs
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Water Tariffs
WATER CONSUMPTION

CONSUMER 2015/2016 2016/2017 201772018 2018/2013
DOMESTIC {Prepaid and Convertional Proposed Praposed % | Proposad Proposed
meters} TOTAL Current Tariff | Tariff increase Tariff Tariff
Consumption OKL to 12XL 9,8855 10.4786 6.00% 11,0864 | 11.7294
Conswmption 13KL to 25KL 311.8388 12,5728 6.20% 13.3020 14.6735
Consumption 28KL to 40KL 13,5713 14,4399 6.40% 15.2774 16,1635
Consumgption 41KL to 60KL 15.3615 16.3754 6.60% 17.3251 18.3200
Consumption above 60KL 16.632 17.7630 5.80% 18.7932| 19.8832

Domestic consumers with no meter
Minimum charge per household per month - 63.0870 - 66,8828 70.8958

AGRICULTURAL DOMESTICTOTAL

Consumption 0XL to 312KL 13,4080 14.2135 6.00% 15.0379 15.8161

Consumption 13KL to 25KL 14,2135 15.0947 6.20% 155702 16.8965

Consumption 26KL to 40KL 15.6349 16.6355 6,40% 17.6004 18,6212

Consumption 41KL to 60KL 17.1984 18.3335 5.60% 1939681 20.5219
] Consumption above 60KL 18,9182 20.2046 6.80% 21.3765{ 226163
i

INDUSTRIAL TOTAL

Consumption OKL to 60KL 13.662 14,9872 9.70% 16.2611 17.5620

Consumption 61X to 100KL 13.662 15.5747 14.00% 17.4436 19,3624

Consumption 101KL to 150KL 13.662 15.847% 16.00% 18,0666 20.4153

Consumption 151K+ 13,915 16.6980 20.00% 19.8706 | 23.4473

INDUSTRIAL: BOSPOORT TOTAL

Consumption 0KL to 60KL 13.662 149872 9.70% 16.2611 [ 17.5620
Consumgtion 61KL to 100KL 13.662 15,5747 14.00% 1744361 15.3624
Consumption 101KL to 150KL 13,662 15.8479 16.00% 18.0666 |  20.4153
Consumption 151KL+ 13.815 16.6380 20.00% 19.8706 234473
COMMERCIAL TOTAL :

Consumption OKL to 60KL 13.662 14.9872 9.70% 16.2611| 17.5620
Consumption 61KL 1o 100KL 13.662 15.5747 14.00% 17.4436 19.3624
Consumption 101KL to 150KL 13.662 15.8479 16.00% 18.06661 20.4153
Cansumpgtion 151K+ 13.915 16,6284 19.50% 19.6215{ 229572

INSTITUTIONAL: Church TOTAL

Consumption OKL to 60KL 13.662 14.7263 7.79% 15.9044 17.0177
Consumption 61KL to 100KL 13.662 153014 12.00% 16.8316 18.3464
Consumption 101KL to 150KL 13.662 15.3688 12.50% 16.9836 18.5970
Consumption 151KL+ 13.915 16.0623 15.00% 17.9545 15.9285
INSTITUTIONAL TOTAL

Consumption OKL o BOKL 13.1589 14.4353 9.70% 15,5656 14.8109
Consumption 61K to 100KL 13.1589 15.0012 14.00% 16.6078 18.4347
Consumption 101Ki to 150KL 13,1589 15.2644 16.00% 17.1388 19,3669
Consumption 151KL+ 13,4026 16.0831 20.00% 18.5358 21.6863
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CONSUMER 2015/20186 2016/2017 2017/2018 |2018/2019
DGMESTIC {Prepaid and Convertional Proposed proposed % | Proposed Proposed
meters) TOTAL Current Tariff | Tariff increase TFariff Tariff
INSTITUTIONAL:GOVERNMENT TOTAL
Consumption DKL to 60KL 13.15859 14,4353 9.70% 15.5656 16.8109
Consumption 61KL to 100KL 13.158% 15.0012 14.00% 16,6078 | 18.4347
Consumption 101K to 150KL 13.1589 15.2644 16.00% 17.1388 19,3668
Consumption 151K+ 13.4026 16.0831 20.00% 18.5358 1 21.6869
PUBLIC AND PRIVATE SCHOOLS
Consumption KL to 60KL 13.1589 14,1840 7.79% 15.3187 16.3910
Consumption 61%1 to 100KL 13,1585 14.7380 12.00% 16.2118 17.6768
Consurnpiion 101KL to 150KL 13,1585 14.8G38 12.50% 16.3582 17.9122
Consumption 151KL+ 13.4026 15,4130 15.00% 17.2934 19,1656
SPECIAL
Consumption OKL to 60KL 13,1589 14.4353 9.70% 15.5656 16.8105
Consumption 61KL to 100KL 13,1585 15.0012 14.00% 16.6078 18.4347
Consumption 101KL to 150KL 13,1589 15.2644 16.00% 17.1388 19.3669
Consumption 151KL+ 13,4026 16.0831 20.00% 18.5358 21.6869
WATER BASIC
Propused Froposed |Proposed Proposed 3'331-!
CURRENT | CURRENT | Proposed Proposed {Taris Pooposed  [Tariffs  |Tariffs  [Proposed {Tarifis e of
ACTUAL  [ACTUAL  {Tariffs Droposed % (Taritfs  [2017/2018 Hanff 2017/201 J017/201 Vet {2037/201 | Rl
015/2016 |2615/2016 |2036/2017  {increase 204672017 [PER increass 8 B PER  [incresse? |B =
CONSUMER PERMONTH [ANNUAL  IPERMONTH [2016/7017 |ANNGAL [MONTH  |2057/20i8 IANNUAL [MONTH 1018/2019 JANNUAL ctri
TARIEE city
Residential £9.1904 71638] 630996 6.60%| 15716368 668828 soosl mzsol se|  see el d
Residential Vacant 51424 737.00] 654780 Eomu 7as73s8 | 50.537 g0 smaas| 7385 20w E8619 ?l-
33
ANDUSTRIAL 63.757 765200 479756 6.60%] 8157075 | 711901 520% 96628] 7667  6.20% 91999 _—::C
(HDUSTRIAL - Vacant 61,767 765201 67.47% o.o0% sis7ors| 7801 620% S6628| 7eET1 620% 41899 p——-t £ .
O
erleuttural 53,767 755201 615756 5.60% 81570731 721901 5a0% #6628| 767| 620% 319891 Tgayp
BUSINESS 63767 765001 £7.97% 6.60% 3157075| 72180t 62 sse7}  7E6T| a0 91380 i_ﬁ.‘
BUSHESS - Varant 63.767 76520 61975 6.60%| §157075] 721501 satsl aecas] 7es7] 6208 919351 Inc
CHURCH Fladl | RE| 65470 5,504 79573581 695376 o] ass| 7aEs] o seenm| 1ER
S€8
Educationsl 61424 1316|  654780 6504 7857358 595376 .20% g3645| 7385 6a0%| ameas|
STATE OWHED 51424 s | 554780 6.60% 7357358 | mosing .20 s3ads| 73851 2ol 88618 Ap
FAUNICIPAUITY 51424 73708 654780 6.60% 79573587 68.5376 s2on| s32as]  T3BS|  sI0W ARG piOl
va

from NFRSA has not yet been received. Proposed tariffs submitted to NERSA are the ones
indicated below. Furthermore, it should be noted that given the magnitude of the tariff
increase, it is expected to depress growth in electricity consumption, which will have a
negative impact on the municipality’s revenue from electricity. Registered indigents will
again be granted 50 kWh per 30-day period free of charge.

ESKOM approved tariffs by NERSA is at 9.4% and for municipality it is at 7.86%. The
municipality intend bringing in the increase in sales of electricity through tariff charges in
line with various categories of its consumers in relation to their demand or use of electricity
taking into account the time of use and the range in peak or off peak. The increase in the sale
of electricity will not be line with the 7.86% as per MFMA circular 78.0nly when the
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cugtomer does not exceed the permissible 8% increase for consumption 0-600khw.

The fixed charge per month will vary according to the electricity consumer type. The energy
rate will be on the sliding scale and will stil! differ according to consumer type,

Flectricity tariffs

NERSA benchmark consultation paper was used to inform Rustenburg Local municipality
proposed electricity tariffs. (NERSA publish final guideline). The proposed increase for
electricity is between 6.30% to 7.50% for residential and will be charged within the identified
demand block. For the past three years businesses has been charged at a lower tariff than it is
costing the municipality when purchasing the electricity from Eskom.

Currently the municipality is running this service at a loss .1t should be noted that electricity
has to cross subsidies other units of the municipality where there is a shortage in revenue. All
the electricity tariffs are based on the inclining block principle, that is the more units used,
the higher the rate becomes,

The proposed tariffs are attached as Annexure “B™:

Time of use/utilized demand proposal 2016/17

Time of use 33KV Time of use 11KV Kstrata

(7.86% +35%) = (7.86% +37%) = (7.86% +71.5%) =
42 86% 44.86% 15.66%

Customers to be charged on usage contributions to the demand to recover

on time of use charge that was lowered in 2015/16

Customers on conventional meters are encouraged to move to prepaid so as-to safe on
electricity basic charge

Y ¥ Y
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Table 8 Proposed electricity consumption for houscholds
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i ELECTRICITY TARIFF

Apgproved Application increase Budaet Year +1 | Dudget Yaar 32
201512016 20162097 (V9 6ost toinits 2050
and rate)
Residential Lifeline
Fixed Charge per menth 0.00 -
Energy Rate (o/kWh) (<= 50k\Wh) 83.05 84.00 1.14% 91.73 160.72
Energy Rale (c/kWh) {51 - 250kWh} 103,18 105.00 1.75% 114.66 125.90
i Energy Rale (o/kWh) {251 - 800KWH) 11983 128.00 8.82% 1359.78 153.47
: FEnergy Rale {c/kWh) (> 800kWh) 142.86 154,00 7.79% 168.17 184.63
Domaslic PP Lifeline BESY 0.00 B - -
MD in kVa { Demo account i Rands per month 411.01 444.00 5.03%
i Enargy in KWh / average cost in otkWh 102.75 111.00 8.03%
Residential Town Cenventionat
Fixed Charge per manth 237.99 256.50 7.78% 28010 307.55
Energy Rate (cfkWh) (<= 508Wh) 4305 84.00 1.14% 91.73 100.72
Energy Rate {c/kwh} {51 - 250kWh) 103,189 105.00 1.76% 114.66 125.890
Enargy Rate {cfkWh} (251 - 600KWh} 118.83 128.00 6.82% 135.78 153.47
Energy Rale {o/kwh) (> 600KWh) 142,88 154 .00 7.79% 168,17 184.65
MD s kWA ¢ Deme account in Rands per monih 1174.32 1 264.50 7.87%
Energy in kWh / average cost in o/kWh 146.80 158.06 7.67%
Residential Town Prepaid
Fixed Charge per month 170.00 183.00 7.65% 199.84 219.42
Energy Rais {ofitWh) (<= 50kWh) 79.00 24.00 £.35% 81.73 10673
Energy Rate (c/RWh) (51 - 250kWh) 100.06 1485.0C 5.00% 114,66 125.90
Energy Rate (c/kwWh) (251 - 600kWh) 124214 128.00 5.60% 139.73 153.47
Energy Rate (o/&Wh) (= 500kWh) 146 .90 154.0C 4.83% 168.17 184,65
ME in KvA f Cemo account in Rands per month 1 108.33 1 181.00 7.65%
Ensargy in KWh / average cost in ¢/KWh 138,29 148.88 7.68%
Residential Rural Conventional
Fixed Charge per monih 267,75 288.50 7.75% 315.04 345.92
Enargy Rate {clWh) (<= S0RWDH) 83.05 84.60 1.14% 91.73 100.72
Energy Rate {ofkwh) (51 - 280KWh} 103.189 105,00 1.75% 114.66 125.90
Energy Rate {cfitWh) (257 - 800kWh) 116,83 128.00 5.82% 134,78 153.47
Energy Rate (ofkWwn) (» 800kWh) 142.86 154.00 7.80% 168.17 184.65 i
MD in kWA f Demo account in Rands per month 1204.14 1 286,50 TE87T%
Energy in kWh / average costin ¢/KWh 150.52 152.08 7.89%
Residential Rurat Prepaid
Fixed Charge per month 287.75 288.50 1.75% 31504 345,82
Energy Rale {c/KWi) {<= S0kWh} 83.08 84.00 1.14%| 91.73 100.72
Energy Rate fokwnm) (51 - 250kWh)} 16219 305.00 1.75%: 114.66 125,50
Energy Rate {cilinth) (261 - GB00KWE) 119.23 128.60 6.82% 139.78 153.47
Enargy Rate {c/kWh) (» 600kWhH) 142,86 154.060 7.80% 168.17 154,65
MD in kVA / Demo account in Rands per month 1204.14 1 298.50 T.87%
Energy in KWh f average cost in o/KWh 150.82 18206 1.687% H
Husiness rate Town Conventional (comimercial with T00KVA or less)
Fixed Charge per month 2016.50 800.00 -60.33% §73.60 955.21
Energy Rate {e/kWh} Summer 128.21 160.00 26 7T% 174.72 191.84 i
Ensrgy Rate {cikWh} Winter 217.21 242,00 11.41% 264.26 250.16 i
KD in KA/ Demo account In Ranids per month 10 208.30 10 727.50 5.08% :
Energy in kWh 7 average cost in c/KWh 188.62 166,06 5.08%
Business rate Town Prepaid (commerctal with 100kVA or less)
Fixed Charge par month 2015.50 800.00 -£0.33% 873.60 259,21
Energy Rale {ofkWhy Summer 126.21 130.00¢ 28.T7% 17472 191.84
Energy Rate {(c/kWh} Winter 217.21 242,00 11.41% 264.26 260.16
KD it KVA  Demo account in Rands per month 4 59570 4 410.00 <14 72%
Energy in KWh { average cost in o/kWh 24879 220,20 -11.73%
Business rate Rural Prepaid {commercial with 100kVA or less)
Fixed Charge per month 2016.5Q 800.00 -80.33% 873.60 959.21
Energy Rate {c/k¥Wh} Summer 126.21 180.00 wBIT% 174.72 191.84 !
Energy Rate {c/kWiv} Winler 217.21 242,00 11.41% 264,26 290316 i
1D in KVA / Demo account it Rands per month 4 99570 4 410.00 -11.72%
Energy in kWh / average cost in o/kWh 249.78 220.60 ~-11.73%
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Business rate Rural Prepaid {commercial with T00kVA or [ess)

Fixed Charge per month 2016.50 800,00 -60.33% 873.60 959.21

Energy Rate (T/kKWh} Summer 126.21 160.0G 26.77% 174.72 141.84

Energy Rate {c/kWhy) Winler 217.21 24200 11.41% 264.26 290,16

M0 in kKWYA [ Deme account in Rands per month 4 988,70 4 410,00 -11.72%

Energy it KWh / average cost in okWh 24979 220.50 -11.73%

Approved Application Increase BudgetYears! | BudgelYear+2
20152016 | 20162017 VB Ot onine T
and rate)

Butk Supply Town 400 Vv

Fixed Charge per month 2474.10 2863.20 7.84% 2908.21 31093,22

Energy Rate (c/kwh} Summer 86.70 111.20 86,72% 121.43 133.33

Energy Rate (o/kKWh} Winter 192.00 167.91 -12.65% 183.3¢6 201.33

Utifised Demand Charge (R/kVA) 12 monlh maximum 152,48 172.00 5.86% 187.82 206.23

Maximum Demand Charge (RIKVA) 40,82 43.00 5.86% 48,96 51.56

MD in kA 7 Demo account in Rands per month 46 87201 50 239.48 7.64%

Energy i KWh / average cost in ¢/kWh 106.56 114,70 7.84%

Bulk Supply Rural 400 V

Fixed Charge per month 247410 2 683.20 7.64% 2908.21 3153.22

Energy Rate {c/kWh) Summer 55.70 111,20 66.72% 121.43 133.33

Energy Rate (c/kWh} Winter 192.00 187.91 -12.55%| 183.36 201.33

Utilised Demand Charge (RIKVA}Y 12 month maximum 162.48 172.00 5.86% 187.82 206.23

Maximum Demand Charge (RAKVA) 40,62 43.00 5,86% 46.58 51.56

WD in KYA / Demo account in Rands per menth A6 B72.01 50 239.48 7.64%

Energy in kWh [ average cost in o/kWh 108,56 114.70 7.64%

11KV Bulk Supply Town and Rural

Fixed Charge per month 213660 2 300.00 7.65% 251160 2757.74

Energy Rate {c/kWh) Summer 82.51 102.80 63.17% 111.38 122.30

Energy Rate {c/k'Ah) Winter 181,00 154.00 -14.92% 168.17 184.65

Ulllised Demand Charge {R&VA} 12 month maximum 156.75 166.0G 5.90% 181.27 199,04

Maximum Demand Charge (RIKVA) 39.18 42,00 7.20% 45.86 50.26

D in kKVA 7 Demo account in Rands per month 4488544  48057.50 7.64%

Eneray i KWh ¢ average cost in o/kWh 102.02 108.81 7.64%

33 KV Bulk supply Time-of-use

Fixed Charge per menih 30 000.00 7 166,00 ~T8.11% 782537 8592.15

SUMMER: Demend Charge (RtkVA) 28.80 36.36 27.13% 39,71 43,60
Access Charge (RIKVA) 22.10 28,76 36.14% 31.41 34 48
Peak Energy {&fkoWh} 89.04 130,64 48,72% 142.66 156.54
Standard Energy (o/kWh} 5194 §2.97 78.99% 10152 111 47
Off-paak Energy {c/kWh) 38 84 62.56 81.07% 64.32 75.01
Reactive Energy (O/kVAch) 0.00 - - -

WINTER: Demand Charge (RIKVA} 28.80 38,36 27 13% 30,71 43.60
Access Charga (RIVA) 2210 28,76 30.14% 31.41 34.48
Peak Energy {c/kWh) 306.00 380,29 24,28% 415.28 455.37
Standard Encrgy (ofk\Wh} 7382 122.03 BE.76%,| 133.26 14632
Off-peak Energy {o/kWh) 45,27 70.73 58,24% ¥7.24 84.81
Reactive Energy {o/kVArH) 18.37 16.81 -8,45% 18.38 2016

11 k¥ Buik supply Time-of-use -

Fixed Charge per monih 30 60003 7 27200 -75.76% 7 941.02 8718.24

SUMMER:  Demand Charge (RIEVA} 28.60 36,80 29.02% 40,29 44,24
Access Gharge (RIKVA) 2240 29.18 32.08% 31.88 35.00
Peak Energy {c/KWh} 90.32 132.58 46.79% 144 .78 158.97
Standard Ensrgy (kWhy 56.87) 94,54 85.80% 103.02 113.12
Oif-peak Energy {c/kWh) 4013 63,49 58.21% 69.33 76.13
Reactive Energy {okVArm) 2,00 - - -

WINTER: Demand Charge (RANVA) 2860 36,80 290.02% 40.28 44.24
Accass Charge (RiKVA) 2210 29,18 32.08% 31.88 35.00
Peak Energy (/K 318.00 385,92 21.36% 42142 462,72
Standard Energy (o/kWh} 85.17 123.84 45.40% 135.23 148.49
Cif-peak Energy (©/kWh) 48,56 7178 54.47% 78,38 86.07
Reaclive Enorgy {c/kVAM) 18,37 17.08 -7 A% 18.63 20,46
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Approved | Application Icrease Budget Year ¢4 | Budget Year
atsaots | 2otsioorr 9SSt | Cam |
and rate)
33 kV Bulk supply NMD >150MVA
Fixed Charge per monfh 104 095,40 111817.00 TA0%) 122104.16 | 13407037
SUMMER:  Demand Charge (RIVA) 2893 28.95 1.50% 3161 un
Access Charge (RAVA) 2130 2290 151% 25,01 1746
Peak Energy {ckWh) %77 10403 750%| 11360 12473
Standard Energy {c/kWh) £8.86 7403 151% 80.84 83.76
Off-peak Energy (ckWh) 46.34 4982 751% 54.40 55.73
Reacive Energy (ckYAh) 0.00
WINTER:  Demand Charge (REKVA) 2693 2895 7.50% 3161 #71
Access Charge (RKVA) aal el sl om0t 246
Peak Energy (ckWh) 281601 30282 750% 33068 36308
Standard Energy (ckWh) 90.3 97147 T50% 10611 11651
Qft-peak Energy (kW) 52.39 56.32 7.50% 61.50 67.53
Reactive Energy (ckVArh) 1245 13.39 1.55% 14.62 16.05

Sanitation and Impact of Tariff Increases

There is a proposed increase of between 5.8 % and 6%for residential and between 6-17% per
category of business, government, industrial, institutions based on m2 per area.
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Table 9 Proposed Sanitation tariff.

The following are the new proposed tariffs

SANITATION

Residential T TOTAL
Up ta and including 300m2
301m2 to 1000m2

1001m2 te 2000m2
2001m2 and Above

ABATTOIR {Business) TOTAL
Up to and including 300m2
30im2 to 1000m2

100im2 to 2000m2

200im2 and Above

Residentlal 2-4 TOTAL

Up to and including 300m2
3012 te 1000m2

1001m32 to 2000m'2
200im2 and Above

Busir_le'ss/Cnmm:;r'\é'!ciaE TOTAL

Up to and including 300m2
301m2 to 1000m2

10C1ra2 to 250m2
2001m2 and &bove

Boarding house TOTAL

Up te and including 300m2
301m2 ta 1000m2

1001m2 to 2000m2
2001m 2 and Above

Hotel TOTAL _
Up to and including 300m2
3012 to 1000m2

1003m2 to 2000m32
200imz2 and Abave

Old Age Homes

Up to and including 300m2
3012 to 1000m2

1001m2 to 2000m2
2001m2 and Abave

Haspital TOTAL

Up to and including 30Um2
30412 o 1000m32

1001m 2 1o 2000m2
2001m?2 and Above

Amateur Sports Club TOTAL
Up to and Incitding 300m2
3017 £o 1900m2

1001m2 te 2000m2

2001m?2 and Above

industrial TOTAL

Up to and Including 300m2
301mz to 1000m2

1001m2 1o 2000m2
2001m2 and Above

Sewer factory Waste TOTAL
Up to and including 300m3
301m2 to HX0m2

1001m2 to 2000m2
2001m?2 and Above

2015/2016
Current TARIFF

i05.0128
115.5536
124,7978
137.2776

109.0128
115.5536
124.7979
137.2775

105.0128
115.5536
1247979
137.2776

$111.1092
122.2201
136,8865
156.0506

116.6636

128.33
146.7296
163.8517

116.6636

128.33
146.7296
1638517

121205
133.2155
145.2014
170.0896

121,105
138.215%
149.2014
170.0896

121.305
1332155
149,2014
170.0856

116.6636

128.33
1467296
163.8517

121105
133.2155
149.2014
1HROBOG

2016/2017

20162018

2017/2018
Proposed

PropasedTARIFF Proposed % TARIEF  TARIFF

115.3355
122.2557
132.0362
145.2397

119.9141
1271080
1872777
151.0054

115.3355
1222557
132.0262
145.2397

1199975
133.2199
1505752
173,2152

1736634
138.5964
151,4026
181.8754

125.9967
13%.8797
161.4028
1818754

128.1291
140,9420
157,85851
179.9548

130,7934
145, 2065

164.9215

188.7948%

130.7934
145.2048
164.1215
188.7995

136.0193
144.3132
1614026
176.9598

130.7934
145.2049
164.1215%
188.7995
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5.8%
5.8%
5.8%
5,8%

0%

10%
10%
10%

6%
6%
6%
6%

8%
3%

© o108

11%

8%
8%
10%
11%

8%
9%
1G94
11%

ath
6%
6%

6%

2%
9%
10%
11%

8%

9%
10%
11%

17%
12%
10%

8%

8%

10%
11%

122.2857

126,5911
139.9583
153.9541

127.3089
134.7355
145.5144
160.0657

122,2557
126,5911
135.9583
153.9541

127.1978
1431.2131
159. 6097
183.6091

131.0832
1469122
171,0867
152.7879

133,5505
148.2725
171.0867
152.7873

135,8168
149.3985
167.3264
1847521

138.6410
153.9172
173.9688
200.1274

138.6410
153.9172
1732.9688
200.1274

144. 1805
152,8720
171.0667
187.5774

138.6410
153.9172
173.9688
200.1274

2018/2019
froposed
TARIFF

1285810
137.3665
148.3358
1563.1913

324.7355
142,8196
154.2452
169.6696

128.5810
137.366%
148.3558
163.1913

334.8297
149.6859
169.1862
194.6257

138,9482
155.7269
181,3519
204.3552

141.5699
157.1688
181.351%
204.3582

143.9658
158.3624
177.3660
2021972

146.9595
163.1522
184.4070
712.1351

146.959%
183.1522
184.4070
212.1351

152.§313
162.1503
181.3515
198.8321

146.9555
163,522
184.4070
212.1351.
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SANITATION

Government TOTAL

Up o and including 300m2
301im2 to 1000m2

001m?2 to 2000m2
2001m2 and Above

Church TOTAL

Up to and including 300m2
301m2 to 1000m2

100im2 to 2000m2
2001m2 and Abave

Church and Halls TOTAL
Up to and including 300m2
304m2 to 1000m2

1001m2 to 2000m2
2001m2 and Above

Educational TOTAL

Up to and including 300m2
3012 to 1000m2

1001m2 to 2000m2
2001m?2 and Above

Hostel/boarding school TOTAL
Up 1o and inclueling 300m2
301m2 fo 1000m2

1001m2 to 2000m2

2001m2 and Above

Agri Residential TOTAL

Up to and including 300m2
301m2 to 1000m2

1001m2 to 2000m2
2001m2 and Above

Municaipal TOTAL

Up to and including 300m2
301m32 to 1000m2

10012 e 2000m2
2001m2 and Above

Special TOTAL

Up to and including 300m2
2301m2 to 1000m2

1001m2 to 200m2
2001m2 and Above

Vacant éroper'_cy_T_C_)TAL

Up to and ingluding 300m2
1001m2 to 2000m32
2001m2 and Above

2015/2016
Current TARIFF

121.105
133.2155
149.2014
170.0896

109.0128
115.5636
134.7979
37,2775

©109.0128
115.5536
124.7579
137.2776

111.1892
122.2201
136,82865
156.0506

1166636

128,33
146.7298
163.8517

11666306

128.33
146.72496
163.8517

121.105
133.2455
149.2014

170.0896

116.6636

128.33
1457296
1638517

121,105
133.2155
149.2014
1700896
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2016/2017

2016/2018

ProposedTARIFE Proposed % TARIFF  TARIFF

130.7934
145.2649
164.1215
188.75995

115,3355
122 35587
1320362
145.2397

115.3355
1222557
132.0362
145.2387

115.9979
133,2159

150.5752

173.2362

123.6634
138.5964
161.4026
181.8754

123.4301
1357731
155.23499
173.3551

130,7934
145.2049
164.1215
188,7995

125.5947
141.1530
164.3372
186.790%

133.2155
149.2014
170.0896
197.3038

3%

6%
5%

o

6%

6%
6%
6%
6%

8%
9%
10%
11%

6%
£%
10%
11%

6%
6%
8%

6%

8%
9%
10%
11%

2017/2018  2018/2019
Proposed Proposed
TARIFF
138.6410 1469595
153.9172 163.1522
173.9688 184.4070
001274 212.1351
122 2557 129.5910
129.5911 137.3665
139,9583 148.3558
153.9541 163.1913
322.2557 129.591G
129.5913 137.3665
135.9583 148.3558
153.9541 163.1413
127.1978 134.8297
141,2131 145.6859
156.6007 165.1862
183.6091 1946257
131.0832 138.9482
146.9122 155.7268
171.0867 181.35319
192.7879 204.3552
130.8359 138.6860
14391595 152.5547
164.5643 174.4276
183.7564 1947818
138.6410 146.9595
153.9172 163.1522
173.9638 184.4070
00,1274 712.1351
133.5565 1415609
149,6328 158.6167
174.1974 1846492
197.9984 209.8783
141.2084 149.6808
158.1534 167.6426
180.2950 191,1127
05,1422 221.6507
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industrial effluent monitoring

The following formula will apply for industrial effivent charges covering the conveyance, and treatment of industria! effluent.

Ti=Cx Qf x[03+035Kc+025Kn+0,1Kpl
Qt
\Where:

T o= charge due in R/month

C = tatal cost of he sewerage undertaking of Rustenburg Local Municipality covering both treaiment and
: QG = sewage flow from the industry in m3/month
a o = suim of design capacities of ail the waste water irealment works of the Rustenburg Lacal
fc = coni

0ot

3 Where: CODi = industry sewage COD
i CODt = targel COD as published in Sehedule Ain the Bylaws in mgit
E The rafioifc) Is the larger of 1 or the aclual ratle

H

£n XM

THNE

Where: TN = the industry TKN
TKNL = target TKN as published in Schedule A in the Bylaws in mg/t
K The ratiofKn) is the larger of T or (e actusf ralio

kp = B
Pt

Where:  Pi= Phosphate of tndustry in mg/t
Pt = targel Phosphate as published in Schedule A in these Bylaws in i
The ratio{Kp; is tha larger of 1 or the aclual ralio.

fa)  sewage) and also deats with the convéyance cosls,

by The abova formulais only applicable for the treatment of compliant effluent. If any constituent [heavy metals,
L Refuse to accept ihe effluent
. Imposea fine onthe industry
2 i, Insiston pre-treatment by the industry to render the effluent compliant pror to discharge to the municipal

{c)  Fines for contravening the allowable limits of conslituents in industrial efftuents,
{d)  The municipality selis treated sewage effiuent to the mines as process water. There is stringent quality criteria
{e)  The municipality will thus, in particular, enforce the fat and oll standards rigorously,

(i Thefines will be implementsd as follows:
: i. First written warning. No fine
i. Serond contravention R10 000,00 fine regasdiess of quantity or quality
: i, Subseguent contraventions:
. witten approval i
. Refuze o accept the effluent
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Waste Removal and Impact of Tariff Increases

Waste management division has introduced the waste management tariff policy that outlines
the cost to be mapped against the tariff required to reflect costs of rendering the service. The
refuse removal charges for households, disposal at landfill sites, tental and other services

increases by 6. (%)percent. Industrial, commercial and institutions waste tarifts increases by
8%.

o Detailed tariffs are attached as Annexure B (Pages 130 - 776)
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The following table compares current and propesed amounts:

Table 10 Proposed Waste Removal tariffs

WASTE MANAGEMENT SERVICES
PROPOSED TARIFFS 2036/ 2017

2015/15 2016f17 201772018 | 201872018
Appraved | Praposed Proposed {Propesed Proposed
CONSUNERS Taniff Tariff 9% increase [Tariéf Taritf
I, DOMESTIC
STO CONTAINER 1 X WEEK RES L i07.48 113.92389 ] 120.5368 177.5379
STD CONTAINER 1 X WEEXRES 14 107.48 113,9289 & 120.5388 127,579
BAG COLLECTION {4 3AGS =ach 854} 107.48] 113.928% 5 12G3.538 1275878
MONTHLY RENTAL PER 240UITER BIN 16.41] 17.3948 5 18.4035 14.470%
2. (NDUSTRIAL
IHOUSTRIAL 112,93 1295250 2 137.0374 1449856
3. COMMERCIAL
240L BULK CONTAINER { X WEEK 370 309.6018 2 422.7737 447.2999
2401 BULK CONTAINER [ADDITIONAL) 315 3402045 ] 359.5132 3802.8094
F70L BULK CONTAINER 1 X WEEK 1160 11880054 8| 12565097% 13298145
T70L BULK CONTAINER {ADDITIONAL) 933 1084.4046 A1 1062£600%1 11242943
1300 BULK CONTAINER 1 X WEEK 1580 1 786.4077 B8i 18052794| 13109i14
1100L BULK CONTAINER {ADDITIONAL) 1340}  1447.2086 85 153114467 16199509
1.5 m? BULY CONTAINER 1 X WEEK 1800] 1343.0088 g| 2405676137 2 176.0535
1.5 m? BULK COMTAINER 1 X WEEK [ADDITIONAL} 1540 1 663.2076 g| 1759.6736| 18EL7347
i 4.8 m® BULK CONTAINER L X WEEK A100] 4 423.0201 g1 488424531 4956.5663
g 5.0 m? BULK CONTAINER L X WEEK [ADDITIONAL) 3460] 317368170 8] 3953.3524; 41828584
% 6.0 m? BULK CONTAINER 1 X WEEK 6075.24] 6561.2850 B| 659418438 73444707
i 6.0 m? BULK CONTAINER 1 X WEEK {AQDITIONAL) 59156] 55620253 &) 58B84.6227| 613254308
: STD CONTAINER 2 % WEEX DUS/OM 3 - ) - - -
4, INSTITUTIONAL
B MUMICIPAL 101.4% 108 6037 3 1159671 122.6931
GOVERNMENT 101.49 109.5087 ] 1159671 122.6031
CHURCH 101.49] 1096087 5 1159671 1226951
B EDUCATIONAL 104,49 1696057 g 1158671 1226931
: ’ 2015/16 2016417 TR | 201872018
E Apgroved Prapased Praposed  [Proposed Propased
CONSLMERS Tari#f Tariff % Increase |Tariéf Tarlff
: 5. RENTAL SERVICES
2400 Bl RENTAL {Inclyding disposal costs} 157 233.5302 5 2153244 222.8132
7701 CONTAINER RENTAL {ingluding disposat costs} 385 4(38.1005 & 431.77303 456.8130
11001 CONTAINER REMTAL [Including disposal costs) 440 4654005 & 4934517 5220719
1,5 m? CONTAINER RENTAL 325 £56,50086 & BRIV 6229268
4 m? SKIP CONTAINER RENTAL {First Removal) WeE0] 11236032 6| 11887701| 12577188
1 4 m? SKIP CONTAINER RENTAL [Additional Removall 900 954.0011 61 100933311 14678244
ki § m* SKIP CONTAINER RENTAL {First Removal) 1530 15213018 6{ 1715.8663| 18153865
G m® SKIP CONTAINER RENTAL {Additionat Removad] 1300 13730015 S| 1457.0356| 15424353
o m® SKIP CONTANER RENTAL [First Removall 2250 23R5.0826 §] 25233328% 2669.6861
E 9m? SEIP CONTAINER RENTAL [Additional Removal} 19125 2027.2522 i 21448379 2268.2332
36 m® RORO CONTAINER RENTAL {First Removal] SA00F 57240063 5] 605599487 E407.2465
38 m* RORO CONTAINER RENTAL (Additianal Rermuovai) 4590 4 8654054 5| 514759391 S446.1536
1
; 6. OTHER SERVICES
RENTAL OF WASTE MANAGEMENT HALL 84191 392.4258 & 944.1563 538.9484
KRENTAL OF PA [SOUND) SYSTEM 688.35 720.8518 8 77197158 16,7460
WASTE REMOVAL INFORMAL SETTLEMENT PER SHAZK 1589 16.8434 & 17.5203 18.853%
WASTE TRANSPORTER PERMIT VEHICLES UNDER FOUR TON PER ANMUM 115.4 1122541 f 1137649 125.6532
VWASTE TRANSPORTER PERMIT VEHICLES ABCVE FOUR TON PER AHNUM 211.8 224.5082 5 237.5197 251.3065
ILLEGAL DUMPING REMOVAL OGN EMPTY STANDS 1000 SQUARE METERS 2%86.73| 90781313 5| 95952010 10 152.7808
ILLEGAL DUMPING REMOVAL ON EMPTY STANDS 1001 STIUARE METERS AND ABOVE 18590.08] 112254231 4| 1187649761 12 %45.3344
SPECIAL WASTE REMOVAL £24.16! Y38.2708 & 99268031 1 050.2504
CARUASS SEMOVAL 244 6] 258.2763 & 174.314% 25(.7245
CONDEMNED FOORSIUFF 35.05 §85.1340 6 936.4929 40,8085
STREET SWEEPER OR COLLECTIGN WORKER 115 1218031 5 1289703 136.4506
DRIVER 174 1RG.2007 & 1906518 201,749%
240 LVTER BIN ONCE QFF PURCHASE 540.69 5724960 & 605.7008 6408515
776 LITER DI ONCE OFF PURCHASE 5DR3.2 5 383.1580 B} 576071357 60313548
1100 LITER BIN ONCE OFF PURCHASE 525950 58127062 6] 593824321 B232.6613
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2015/16 2016/17 2017/2018 | 2018/2019
Approved | Fraposed Proposed |Proposed Proposed
CONSUMERS Tarilf Tariff % increase [Tariff Tariif
7. DISPOSAL CHARGES AT THE DROP-OFF CENTRES AND TRANSFER STATIONS
; GARDEN WaSTE 10 116006 § 113148 11.8653
2. DISPOSAL CHARGES AT THE WATERVAL LANDFILL
5 Non Municipal Resident i 315 333.3084 6 353.2666 3717561
{ Generat waste (household waste and similar commerciad, industrial and Institutiona!l wastes) 75 250.0000 133 233.0000 00,6000
Privale detiveries of any kind of uncontaminated {non-hazardous) waste {passenger car, pick-
wip, hakkie / trailer up to 1,000 kg payload] - once & week t - - - -
Garden waste fres from inpunties) g - -
Conctruction and demalition waste {uncontaminated soil and rubble up to a length of 80 em
B fram edge to edga) 5 5.3000 ] 5.6074 59326
Rubbie (stone, concrete of asphalt) with a length of farger than 80 cm from edge to edge 10 £0.6006 [ 11.2148 11,8653
Mized construrtion and demofition waste findiuding ghass, packagings, gypsum, wood,
plastics, metals, etc} 108 1060001 [ 1121483 118.6527
Special waste {Includes solid, liquid, studga wasie or vaste requiring special handling, e 8. :
candemned foodstuff, animal carcasses, de-fisted sanitary waste, rags and gt fram sewerage
works, incinerator ash, sludge ste.
all special wastes will requlre prior approval and
laharatory testing} 200 212.0002 & 224.2967 2373054
Mixed ndustrial snd commercial waste 154 159.0002 B 168.2302 177.9791
Mixed recyclable wastes {impurities less tha 5%} 4 - - - -
\Waste tyres up to 3 diameter of 0.8 m (normal passenger vehicle tyre} - withaut wheel rim 5 5.3000 6 5.6074 5.9326
\Waste tyres up to a diameter of 0.8 m {normal passenger vahicle tyre) - with wheel rim 75 7.9500 & 84111 2.8995
\wWaste tyres with a diameter of larger than 0.8 m - without wheel rim 15 15,9000 [} 16.8222 17,7979
Waste tyres with a diameter of larger than 0.8 m - with wheel rim 225 23,8500 6 23,2333 26,6968
Tyras cut of shredded 160 106.0001 § 1121481 118.6527
E-vaste (if more than 50kg) {Flectrical and slectronical waste] 50 53,0001 [ 56,0741 58,3264
2015/16 2016/17 2017/2018 | 2018/2819
Approved Proposed Proposed |Proposed Pruposed
CONSUMERS Taritf Tariff % increase |Tariff Tariff
Bulky waste [Fumnitiere, sofas, beds, mattresses, shelfs, carpets, bicycles, and other bulky
household Hems) 501 53.0001 [ 560741 59.3264
Yizzardous Holsehotd Waste (If more than 10kg) 19 10,6000 & 11,2148 11.8653
SUNDRY TARIFFS

I. Comimunity development
The cemetery tariffs % increase is within the recommended 6%.The revised tariffs
were calculated at projected revenue and expenditure for the 2016/17 financial year as
4 base to calculate the 2016/17 tarifls for all cemeteries in Rustenburg Local
Municipalities jurisdiction per activity type.

Y

)

Civic Centre % increase is also outside the recommended 6% increase. The revised
tarilfs were caleulated using the 2016/17 projected revenue and expenditure as a
baseline for all the activities of the civic centre and community halls for the year.

: The increases in the tariffs for civic centre activities range between 5.47% and
40.36%.
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Community Halls

For all the halis including civic centre we have moved from an hourly rate to a flat
rate per time frame. All the community halls will be charged the following flat
amount:

6HO0 to 18H00: Monday to Thursday R1 000
18100 to 24H00: Monday to Thursday R1 500
6100 to [8HOO: Friday to Sunday R1 500.
18H00 to 24H00: Friday to Sunday R2 000

The rates are applicable per day. For the Ben Marais, Old town hall and Paardekraal
hall only 6% increase will be effected as the charge for these halls is within the
expected charges. The increases are to cover the costs of overtime to be paid to
employers and additional running costs.

1t should be noted that all of the above services type were in the past operating at a
loss and will still be operating at a loss especially due to the expenditure not directly
linked to the rendering of this service.

Swimming pools: The proposed increase is kept at 6% for all municipal swimming
pools.

New Proposed tarifl
Kitchen tariff: An additional tariff of R250 has been added to the use of all kitchens
either in the civic centre, halls or the sports facilities.

Musical festival Concerts:

0-500 people per day R40 000
501-3000 people per day R100 000
Above 3001 people per day R150 000
Booking fee/deposit R 10 000

Annexure “B” is all the tariffs of the municipality

Overall Impact of Tariff Increases on Households

The following table shows the overall expected impact of the tariff increases on a large and
small household, as well as an indigent houseliold receiving free basic services. Note that in
all instances the overall impact of the tariff increases on household’s bills has been kept
between at 6(%s) and 7.8%.
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Table 11 MBRR Table SA14 — Household bills
! ettt 2013t wHs Caranl fear 2015145 0187 Medium Term Revenus & Eapanditurs Framewok
Deseriplion .
Rell  pudieg Audited Audited Criginal AMjusted Full fear | BudgelYear | BudgetYear iBudgst¥es +iBudget Year ¢
Dutcome Outeome Gutcarae Budget Budgel Fosecast 21617 i pibize] p:GE L
fandfeent o inct.
Monthiy Account fot Housshald - ‘Middle ingome. 1
Ringt’
Rates and services charges:
Praperlyialos 21 i e 2 pIERE] e 8% picae] W 3005
Elazricly, Sase sy piriy] HBeY 107 754 25199 W TH% = jor. x| I
Elecghity, Sonsumpdon 3405 15548 THEH 171085 121885 131385 B3% 1L 13I8 [REE
Walee, Basa iy 45 st} %84 519 515 .19 £6% B3 %% RE3 N
Wl Consumplan poiied s kiR kL e kLR §5% LR 38234 Palid
Seatatin 5447 9545 10482 124189 17820 12483 54% s 13938 1835
Rehugg 10w HR 575 .43 0748 107.48 {0743 6% HES! 1) 12151
Other - - R -
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Operating Expenditure Framework

The Municipality’s expenditure framework for the 2016/17budget and MTREF is informed
by the following:

° Ralanced budget constraint (operating expenditure should not exceed operating
revenue) unless there are existing uncomumitied cash-backed reserves to fund any

delicit;

¢  Cost containment measures that will guide non- spending on activities that are non-
core functions of the municipality.

: ] The impact of envisaged layoffs at the mines that impacted on the municipal
collection of the projected revenue.

e  The current cash flow position of the municipality with no adequate cash-backed
reserves to fund capital projects internally. '

e  The effect of implementing MSCOA will overburden the municipality as an upgrade

of the system has to happen.
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The following table is a high level summary of the 2015/16 budget and MTREF
{classified per main type of operating expenditure):

Table 12 Summary of operating expenditure Financial Performance (expenditure)
WG Bedium Tem Revenue §
Expendilute Framework
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Total operating expenditure for the 2016/17 financial year has been appropriated at
R3.8 billion and for the fwo outer years Rd4.ibillion and R#4.4billion respectively.
Operational expenditure increases by R363.6million or 10.32% when compared to the
2015/16 adjusted budgeted of R3.5billion. There is a growth of 6.9% and 6.7%for the outer
year. The decrease in outer years expenditure is due to the fact that most of the expenditures
appropriated for 2016/17 are once off expenditure that will not be applicable in the outer
years.

The budgeted allocation for employee related costs for the 2016/17 financial year is at
R577.9million exclusive of filling of vacancies and temporary workers, which equals
14.9 (%) per cent of the total operating expenditure in 2016/17, as well as 14.7% and
13.7%respectively in the outer years. It should be noted that the salary compenent is based on
the actual head count received from the salary office taking into account temporary workers.
The salaries have been reduced drastically in 2016/17 as part of the cost containment
measures.

Some of the directorates will be merged and some positions will not be filled once the
contract expires especially at senior management were major spending happens. The Human
settlement directorate as proposed is taxing the municipality as there is no funding allocated
on DORA to fund the costs of running it as a directorate. It is proposed that it be merged back
to planning until funding is received.

Proposed salaries increases is at 4.8% when compared to the adjusted budget and increases
by 5.5% and 5.4% in the outer years.
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The cost associated with the remuneration of councilors is determined by the Minister of
Co-operative Governance and Traditional Affairs in accordance with the Remuneration of
Public Office Bearers Act, 1998 (Act 20 of 1998). Total increases are at 5.26%in 2016/17 at
5.32% and 5.09% in the outer years., The most recent proclamation in this regard has been
taken into account in compiling the Rustenburg Local Municipality’s budget. Remuneration
of councilors equates to 0.79% of the totaloperatingbudgetin2016/17 and is at 0.74% and
{.72% in the outer years.

The provision of debt impairment was determined based on the projected average
collection rate of 88% and is at 8.4% of total billable revenue in 2016/17 the outer years is
standing at 89% and 90% respectively The municipality is being mindful of its local
economic conditions, downturn in the global economy and the high rate of unemployment.
The write offs will happen with the Debt Write-off Policy and credit conirol policy of
Rustenburg local municipality. Debt impairment is at 9.95% of the total expenditure for the
2016/2017 budget year and is at 9.2% and 8.5% for the two outer years respectively. The
provision is declining as there is an envisaged write off of around R70mijlion in debts
especially for the indigents who has passed on whilst their accounts are still billed.

Changes in budget after public participation and benchmarking

Y

Debt impairment is increased by R19million and is at 12% of total billable revenue
Bad debts provision revised to R75million in 2016/17.The funds were redirected to
the capita) budget for instatlation of prepaid water meters for RSmillion

Automation of bulk meters for R3million

Upgrade of call centre network for R2million

Self-statement service for R1,5million

v

b2 O o

Provision for depreciation and asset impairment has been informed by the Municipality’s
Asset Management Policy. Depreciation is widely considered a proxy for the measurement of
the rate asset consumption. The depreciation of 2016/2017 financial year has been increased
from R316 million to R413, 97million by R100million subsequent to public participation.

It increased by 10.7% for 2016/2017 financial year and the outer years increased by 10.43%
and 10.19 respectively,

Finance charges consist primarily of the repayment of interest on long-term borrowing (cost
of capital). Finance charges make up 1.4% (per cent) (R52,7 million) of the operating
expenditure and increases by 1.36% in 2016/17 financial year when compared to the pre-
audit outcome, It is at 1.34% and 1.33 in the outer years.

Bulk purchases are directly informed by the purchase of electricity from Eskom, water trom
Rand Water, Magalies Water and bulk purchase of purified water from the Rustenburg Water
Services Trust. ESKOM has been granted an increase of 9.4% and bulk tariff increases to
municipality is at 7.86%. The proposed annual price increases for Rand Water and Magalies
water is af 9.12% and 12%respectively. These increases are still yet to be approved.

Budget appropriations in this regard amount to R1.862billion for the 2016/1716 financial
vear and equates to 45.53% of the total operating expenditure. It is at 48.43% and 51.33% for
the outer years respectively. Eleciricity purchases proposed budget is at 84% of the total bulk
purchases in 2016/17 and 84.7 and 85.2%for the outer years respectively.
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Walter purchases is at 16%of the proposed 2016/17 bulk purchases and is at 15.3% and 14.8%
in the outer years respectively.R13.7million water purchases from Rustenburg Water Services
Trust is for Bospoort and Kloof Water works

Repairs and maintenance comprise of amongst others the materials for mnaintenance. This
item of expenditure has been reduced drastically in 2016/17 financial year as proposed as a
measure to curb costs. The mumicipality had in the past placed more reliance on contractors
for even jobs that could have been performed by internal staff. It is 1mpeI ative that
operational efficiency be attended to in order to ensure value for money.

Other material is appropriated at R131,7million and is 3.4% of the 2016/17 total operating
budget. There is an increase of R2.64million or 2. % in 2016/17 when compared to the pre-
audit outcome. The outer year’s increases are at 5.8% and 4.4% respectively. The provision
of repairs and maintenance as a percentage of the total operating budget is at 3.39% in
2016/17, at 3.27% and at 3.24 for the outer years respectively. Repairs and maintenance
excludes the component of the employee related costs,

A contracted services spending have been appropriated at R208.4million in
2016/17financial year and is at 4.03% of the total operating budget. For the outer years it
increases by 3.92% and 3.93% respectiveiy.

A decrease of 13.24% is as a result of scaling down on the use of contractors for services that
can be rendered by municipal salaried employees. Spending was mainly on the labor
components as more material was drawn from the stores whilst more employees were
recruited. More allocation will be on PTIS operational grant as from 2016/17 onward, mainly
because of the operation of the projects.

Other expenditure comprises of various line items relating to the daily opuratlons of the
municipality. This group of expenditure has also been identified as an area in which savings
and efficiencies can be achieved, There is a proposed revised increase of 43.81 (%) percent
or R87.7million in 2016/2017 budget year when compared to the pre-audited outcome of
2015/16on this line item after public participation. It is at 7.41% of total expenditure in
2016/17and is at 6.1% and 4.6% respectively for the two outer years. SAT sheet on the Al
Schedule contain a breakdown of other expenditure . The expenditure has been reduced by
R23.5mitlion subsequent to public participation
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Table 13 Percentage growth in expenditure by main expenditure type
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The following table gives a breakdown of the main expenditure categories for the
2016/17financial year.
Table 14 Expenditure categories

Expenditure by Type

Transfers antd grants

Other expenditure
1% Employee related costs
7% o
Contracted servicas 15%
5% Remuperation of
Other matetials councillors
3% 1%
_ Debt impairment

10%

clation & asset

pairment
11%
Bulk purchases _____
46% Finance charges
1%
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Considering these cost drivers, the following table is a consolidation of all the
expenditures associated with repairs and maintenance:

Table 15 Operational repairs and maintenance
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Other material proposed in 2016/17 budget is at 3.4% or R131.7million of the total
expenditure For the outer vears it is at 3.4% and 3.3% respectively. It is appropriated to
decrease by 2% or R2.64million in 2016/17. The decrease is due to utilizing internal
employees to reduce coniracting out labour. This item will be for drawing material at stores

hence the decrease.
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Capital expendilure

The following table provides a breakdown of budgeted capital expenditure by vote:
Table 16: 2016/17 Medium-term capital budget per vote
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The capital budget for 2016/2017 financial year has decreased by R419million or 46.3%
when compared to the 2015/16 adjusted budget, increases by R89mil or 18.27% i 2017/18
and decreases by 5.03% in 2018/19.

The major proposed spending of the capital in 2016/17 will be on the following:

1. Rustenburg Rapid Transport  (roads) R305million
2. Electricity R21.8million
3. Water supply R53.2million
4, Sanitation{(RWST/Entily) R69million

Major changes in the budget after public participation, benchmarking and schools and
businesses engagements:

An additional R98million was added in the capital budget to enhance water demand
management, sanitation for Rustenburg Water Service Trust and information system
networks to augment network failures and ensure proper channels of communication. The
following is the breakdown of internally funded capital items:

1. Service delivery vehicles R10million

2. Network upgrade R10million

3. Installation of prepaid meters in RS5million

4. Bulk meter automation R3millien

5. Laptops Rimillion

6. Road transport was reduced by R24. 1million and redirected 10 operating budget as the

RRT project spending will be more operations.
7. Clectricity was reduced R 157 thousand reallocated to water projects funded by MIG.

Road transport is at 73% of the total capital budget in 2016/17.1t is at 58.3% and 54.7%
respectively in the outer years. Water spending is at 12.7% of the total capital budget and js at
30,1% and 36.1 respectively In the outer years.

Table 17:2016/17Capital expenditure by funding %.

Capital Expenditure by Funding Source

@ National Government B Provincial Government

= Public contributions & donations & Internally generated funds
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The above table indicates the funding of capital expenditure. The only major [unding source
of the capital expenditure is from National and Provincial government at 82% whilst
internally generated funding is at 4%.

Amnual Budeet Tables — Consolidated information.

The following pages present the ten main budget tables as required in terms of section 8 of
the Municipal Budget and Reporting Regulations. Each table is accompanied by explanatory
notes on the facing page.

Explanatory notes fo_Table Al - Budget Sumimary

b)

ii.
iii.

Table Al is a budget summary and provides a concise overview of the municipality’s
budget from all of the major financial perspectives (operating, capital expenditure,
financial position, cash flow, and MEMA funding comphance).

The table provides an overview of the amounts approved by Council for operating
performance, resources deployed to capital expenditure, financial position, cash and
funding compliance, as well as the municipality’s commitment to eliminating basic
service delivery backlogs.

Financial management reforms emphasize the importance of the municipal budget
being funded. This requires the simultancous assessment of the Financial
Performance, Financial Position and Cash Flow Budgets, along with the Capital
Budget,

The Budget Summary provides the key information in this regard:

The operating surplus/deficit (after Total Expenditure) is positive over the MTREF.
Capital expenditure is balanced by capital funding sources, of which;

Transfers recognized are reflected on the Financial Performance Budget;

Borrowing is incotporated in the net cash from financing on the Cash Flow Budget
Internaliy generated funds are financed from a combination of the current operating
surplus and accumulated cash-backed surpluses from previous years. The amount is
incorporated in the Net cash from investing on the Cash Flow Budget. The fact that
the municipality’s cash flow remains positive, and is improving indicates that the
necessary cash resources are available to fund the Capital Budgpet.
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The Cash backing/surplus reconciliation shows that in previous financial years the
municipality was not paying much attention to managing this aspect of its finances.
Consequently Council has taken a deliberate decision to enstre adequate cash-backing
for all material obligations in accordance with the recenily adopted Budget Policy.
But over the MTREF there is progressive improvement in the level of cash-backing of
obligations.

Even though the Council is placing great emphasis on securing the financial
sustainability of the municipality, this is not being done at the expense of services to
the poot. The section of Free Services shows that the amount spent on Free Basic
Services and the revenue cost of free services provided by the municipality continues
to increase. In addition, the municipality continues to make progress in addressing
service delivery backlogs.

Standard Classification

Explanatory notes to Table A2: - Budgeted Financial Performance (revenue and
expenditure by standard classification)

Table A2 is a view of the budgeted financial performance in relation to revenue and
expenditure per standard classification.

Note that as a general principle, the revenues for the Trading Services should exceed
their expenditures. The table highlights that this is the case for Electricity, Water and
Waste water and Waste management functions.

Other functions that show a deficil between revenue and expenditure are being
financed from rales revenues and other revenue sources.

Budgeted Financial Performance (revenue and expendiiure by municipal vote)

Explanatory notes to TableA3:- Budgeted Financial Performance (revenue and
expenditure by municipal vote)

Table A3 is a view of the budgeted financial performance in relation to the revenue
and expenditure per municipal vote. This table facilitates the view of the budgeted
operating performance in relation to the organizational structure of the municipality.
This means it is possible to present the operating surplus or deficit of a vote.

Note that the surpluses on these trading accounts are utilized as an internal funding
source for the capital program for asset renewal, refurbishment and the development
of new asset infrastructure,

Budgeted Financial Performance (revenue and expenditure) Explanatory notes to - Budgeted

Financial Performance (revenue and expenditure)

Services charges relating to electricity, water, sanitation and refuse removal
constitutes the biggest component of the revenue basket of RLM.

Bulk purchases have increased over the 2009/10 to 2015/16 period. These increases
can be attributed to the substantial increase in the cost of bulk electricity from Eskom
and water from Rand Water and Magalies water.
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Employee related costs and bulk purchases are the main cost drivers within the municipality
and alternative operational gains and cfficiencies will have to be identified to lessen the
impact of wage and bulk tariff increases in future years.

Table AS - Budgeted Capital Expenditure by vote, standard classification and funding
source
e Table AS is a breakdown of the capital Program in relation to capital expenditure by
municipal vote (multi-year and single-year appropriations); capital expenditure by
standard classification: and the funding sources necessary to fund the capital budget,
including information on capital transfers from national and provincial departments.
s The MPMA provides that a municipality may approve multi-year or single-year
capital budget appropiiations.
«  The capital programs are funded from national, provincial grants and transters, public
contributions and donations, loans and internally generated funds.

Explanatory notes to Table A6 - Budgeted Financial Position

e  Table A6 is consistent with international standards of good financial management
practice, and improves understandability for councilors and management of the
impact of the budget on the statement of financial position (balance sheet), This
format of presenting the statement of financial position is aligned to GRAP1, which is
generally aligned to the international version which presents Assets less Liabilities as
“gecounting” Community Wealth. The order of items within each group illustrates
items in order of liquidity; ie. assets readily converted to cash, or Liabilities
immediately required to be met from cash, appear first. Table SA3 provides a detailed
analysis of the major components of a number of items, including: ‘2

® Call investments deposits:

® Consumer debtors;

e Property, plant and equipment;

e  Trade and other payables;

) Provisions non-current;

¢  Changes in net assets; and

e Reserves

The municipal equivalent of equity is Community Wealth/Equity. The justification is that
ownership and the net assets of the municipality belong to the community. Any movement on
the Budgeted Financial Performance or the Capital Budget will inevitably impact on the
Budgeted Financial Position. As an example, the collection rate assumption will impact on
the cash position of the municipality and subsequently inform the level of cash and cash
equivalents at year end. Similarly, the collection rate assumption should inform the budget
appropriation for debt impairment which in turn would impact on the provision for bad debt.
These budget and planning assumptions form a eritical link in determining the applicability
and relevance of the budget as well as the determipation of ratios and financial indicators. In
addition the funding compliance assessment is informed directly by forecasting the statement
of financial position.
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Explanatory notes to Table A7 - Budgeted Cash Flow Statement: The budgeted cash flow
statement is the first measurement in determining if the budget is funded. Tt shows the
expected level of cash in-flow versus cash out-flow that is likely to result from the
implementation of the budget. Cash and cash equivalents as proposed is at Ri.ibillion
2016/167financial year as budgeted, and is at R1,6billion and R2,3billion for the outer years
respectively. It should be noted that the huge increase is due to the conditional grants
allocated to Rustenburg Local Municipality in DORA to fund operational expenditure by
R568, 9million and capital grants by R412, 8million respectively. The governments grants
are at 24.24%, 25.70 and 25.93 in 2016/17 and the two outer years respectively.

The municipality continues to implement debt collections strategies that will improve the
collection rate to the targeted levels. The economic down turn has impacted negatively on the
municipality’s financial performance.

Explanatory notes to Table A8 - Cash Backed Reserves/Accumulated Surplus
Reconciliation. The cash backed reserves/accumulated surplus reconciliation is aligned to
the requifements of MEMA Circular 42 — Funding a Municipal Budget. In essence the table
evaluates the funding levels of the budget by firstly forecasting the cash and investments at
year end and secondly reconciling the available funding to the liabilities/commitments that
exist. The outcome of this exercise would either be a surplus or deficit. A deficit would
indicate that the applications exceed the cash and investments available and would be
indicative of non-compliance with the MFMA requirements that the budget must he
“funded”. Non-compliance with section 18 of the MFMA is assumed because a shortfall
would indirectly indicate that the annual budget is not appropriately funded.

The municipality proposes to make contributions to internal reserves of around R85, 5million
at the end of 2015/16 and increases it by R3, dmillion in 2016/17, R3, 6million and R3,
Twillion in the outer vears respectively. Application of cash and investment is at
R551.7million in 2016/17 with a surplus of R552.3million in 2016/17 in consideration for
reserves and cash backing. It is at R1.147billion and R1, 837 billion in the outer years
respectively. . ’

Overview of the annual budget process

Section 53 of the MFMA requires the Mayor of the municipality to provide general political
guidance in the budget process and the setting of priorities that must guide the preparation of
the budget. In addition Chapter 2 of the Municipal Budget and Reporting Regulations siales
that the Mayor of the municipality must cstablish a Budget Steering Committee to provide
technical assistance to the Mayor in discharging the responsibilities set out in section 53 of
the Act

Budget Process Overview
In terms of section 21 of the MEMA the Mayor is required to table in Council ten months
before the start of the new financial year (1"August 2015) a time schedule that sets out the

srocess to revise the IDP and prepare the budget.
i prep

The Mayor tabled in Council the required the 1DP and budget time lines
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IDP and Service Delivery and Budget Implementation Plan
The Municipality’s [DP is its principal strategic planning instrument, which directly guides
and informs its planning, budget, management and development actions. This framework 1s
rolied out into ohjectives, key performance indicators and targets for implementation which
directly inform the Service Delivery and Budget Implementation Plan. The Process Plan
applicable to the fourth revision cycle included the following key IDP processes and
deliverables:

e Registration of community needs;

¢  Compilation of departmental business plans including key performance indicators and

targets;

¢ [inancial planning and budgeting process;,

¢ Public participation process;
e Compilation of the SDBIP, and

e The review of the performance management and monitoring processes.

The IDP has been taken into consideration and financial planning process leading up to the
2016/17 MTREF, based on the approved 2015/16 MTREF, Mid-year Review and
adjustments budget. The business planning process has subsequently been refined in the light
of current econamic circumstances and the resulting revenue projections.

Overview of alignment of annual budget with IDP

The Constitution mandates local government with the responsibility to exercise local
developmental and cooperative governance. The eradication of imbalances in South African
society can only be realized through a credible integrated developmental planning process.
Municipalities in South Africa need to utilize integrated development planning as a method to
plan future development in their areas and so find the best solutions to achieve sound long-
term development goals. A municipal IDP provides a five year strategic program of action
aimed at setting short, medium and long term strategic and budget priorities to create a
development platform, which correlates with the term of office of the political incumbents.
The plan aligns the resources and the capacity of a municipality to its overall development
aims and guides the municipal budget. An IDP is therefore a key instrument which
municipalities use to provide vision, leadership and direction to all those that have a role to
play in the development of 2 municipal area, The [DP enables municipalities to make the best
use of scarce resources and speed up service delivery,

Integrated developmental planning in the South African context is amongst others. an
approach to planning aimed at involving the municipality and the community to jointly find
the best solutions towards sustainable development. Furthermore, integrated development
planning provides a strategic environment for managing and guiding all planning,
development and decision making in the municipality.

It is important that the IDP developed by municipalities correlate with National and
Provincial intent. It must aim to co-ordinate the work of local and other spheres of
government in a coherent plan to improve the quality of life for all the people living in that
area. A clear understanding of such intent is therefore imperative to ensure that the
municipality strategically complies with the key national and provincial priorities.
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The aim of this revision cycle was to develop and coordinate a coberent plan to improve the
quality of life for all the people living in the area, also reflecting issues of national and
provincial importance.

One of the key objectives is therefore to ensure that there exists alignment between national
and provineial priorities, policies and strategies and the municipality’s response to these
requirerents.

The Constitution requires local government to relate its management, budgeting and planning
functions to its objectives. This gives a clear indication of the intended purposes of municipal
integrated development planning. Legislation stipulates cleatly that a municipality must not
only give effect to its IDP, but must also conduct its atfairs in a manner which is consistent
with its IDP. The RLM has seven strategic objectives for the 2016/17 MTREF and further
planning refinements that have directly informed the compilation of the budget.

In order to ensure integrated and focused service delivery between all spheres of government
it was important for the municipality to align its budget prioritics with that of national and
provincial government. All spheres of government place a high priority on infrastructure
development, economic development and job creation, efficient service delivery, poverty
alleviation and building sound institutional arrangements.

The 2016/17 MTREF has therefore been directly informed by the IDP revision process and
the following lables provide a reconciliation between the IDP strategic objectives and
operating revenue, operating expenditure and capital expenditure,

Table SAd is reconciliation between the IDP strategic objectives and budgeted revenue
Table SAS is Reconciliation between the IDP strategic objectives and budgeted operating
expenditure. Table SA7 - Reconciliation between the IDP strategic objectives and budgeted
capital expenditure.

Measurable performance objectives and indicators

Performance Management is a system intended to manage and monitor service delivery
progress against the identified strategic objectives and priorities. In accordance with
fegislative requirements and good business practices as informed by the National Framework
for Managing Program Performance Information, the RLM has developed and implemented a
performance management system of which system is constantly refined as the integrated
planning process unfolds. The Municipalily ftargets, monitors, assess and reviews
organizational performance which in turn is directly linked to individual employee’s
performance. '

At any given time within government, information from multiple years is being considered;
plans and budgets for next year; implementation for the current year; and reporting on last
year's performance. Although performance nformation is reported publicly during the last
stage, the performance information process begins when policies are being developed, and
continues through each of the planning, budgeting, implementation and reporting stages. The
planning, budgeting and reporting cycle can be graphically illustrated as follows:

Planning, budgeting and reporting cycle

The performance of the RLM relates directly to the extent to which it has achieved success in
realizing its goals and objectives, complied with legislative requirements and meeting
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stakeholder expectations, RLM therefore has adopted one integrated performance
management system which encompasses:

o  Planning (setting goals, objectives, targets and benchmarks),

e Monitoring (regular monitoring and checking on the progress against plan);

»  Measurement {indicators of success);

¢  Review {identifying areas requiring change and improvement);

° Reporting (what information, to whom, from whom, how often and for what purpose);
and improvement (making changes where necessary).

The performance information concepts used by the RLM in its integrated performance
management system are aligned to the Framework of Managing Programmed Performance
Information issued by the National Treasury.

Table SA8 is a Performance indicators and benchmarks
Borrowing Management

Capital expenditure in local government can be funded by capital grants, own-source revenue
and long term borrowing. The ability of a municipality to raise long term borrowing is largely
dependent on its creditworthiness and financial position. As with all other municipalities,
RLM borrowing strategy is primarily informed by the alfordability of debt repayments.

The following fnancial performance indicators have formed part of the compilation of the
2016/17 MTREF:
Municipal eredit rating as at 10" May 2016 is A1 according to the latest Moodys report.

Capital charges to operating expenditure are a measure of the cost of borrowing in relation
to the operating expenditure. It is standing at 2.7% in the 2016/17 financial year, 2.6% and
2.5% in the outer years respectively

Capital charges to own revenue is at 3% over the MTREK

The Liquidity ratio

Current ratio is a measure of the current assets divided by the current liabilities and as a
benchmark the RLM has set a limit of 1. Going forward it will be necessary o maintain these
levels.

The liquidity ratio is a measure of the ability of the municipality to utilize cash and cash
equivalents to extinguish or retive its current liabilities immediately. Ideally the municipality
should have the equivalent cash and cash equivalents on hand to meet at least the current
Tiabilities, which should ranslate into a liquidity ratio of 1. Anything below 1 indicates a
shortage in cash to meet creditor obligations, For the 2016/17 financial year current ratio is
standing at 1.7, is at 2.3 and 3.1 respectively in the outer ycars

Revenue Management

As part of the financial sustainability, an aggressive revenue management has been
implemented to increase cash inflow, not only from current billings but also from debtors that
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are in arrears. The intention is to streamline the revenue value chain by ensuring accurale
billing, customer service, and credit control and debt collection.

Annual debtors’ collection rate is at 94.4%, 91.5% and 92.5% whilst current debtors
collection rate over the 2016/17MTREF is at 91.5%, 92.5% and 93.5%. Outstanding debtors
to revenue is at 10.1%. 9.8% and 10.1% over the 2016MTREY

The ongoing data cleansing exercise ensures that inaccuracies and errors in the billing are
addressed as and when identified. This will ensure that all connections are uploaded on the
financial system and billed accurately every month.

The following progress has been registered as part of revenue enhancement strategy

o Data cleansing led to the teambuilding through interdependency to ensure that
required data is shared timeousty to inform correct billing.

« Improvement on billing is registered after the introduction of the IMQS that assist in
identifying unbilled stands and problem areas.

e Linking of the data on the valuation rolf and the financial system to ensure that
consumers are charged the correct tariff especially after conversion from residential

. stand to business.

o Tariffs: Stands with multiple units will be charged as a sectional title. Corrections to
be done on accounts will be limited to three vears from the date that corrections were
identified. The three years is aligned with prescription as the municipality cannot
recover debt owed once three years lapses.

Due {o the cash-flow challenges of the municipality, the following will be undertaken as part
of the financial recovery plan:

Rustenburg Local Municipality is expected to benefit the municipality in the form of more
competitive pricing of tenders, as suppliers compete for the municipality’s business.

Monthly water losses outside the benchmark percentage are a concern 0 the municipality and
the following initiatives are earmarked to reduce non-revenue and water losses:

1. Water Demand Management:

It is a tool used by management to report monthly on water balances to track water
losses and assist in prioritizing initiatives that will address sustained water loss
reduction and revenue enhancement. Some of its activities inciude:

s Hydraulic investigation

e Active leak detection

s Top 100 Consumer Monitoring

e  Waler Conservation (pressure management, retrofitting of fixtures on main and high
consumers such as schools; government owned tacilities including municipal owmned)

e Awareness and Education Campaign

e Upgrading of Telemetry System

2. Revenue Enhancement Initiatives

% The initiative fo install prepaid meters for domestic customers who were on
conventional as the current system is slowly yielding results and the intention is

ITEM 170 PAGE 942




to extend it to other areas were consumption and nonpayment is high.

% Installation of automated meter reading for large consumers or industries,
replacing approximately 168 water meters that are not AMR compatible and this
will surely increase revenue collection.

% The collection of arrear debts through prepaid water and electricity on 60/40 split
is vielding the intended results. For the 2016/17 the split will be at 30/70

> To improve on customer relations by ensuring a direct communication link with

the top consumers and businesses
> Provided R5million in the capital budget to upgrade nonfunctional installed
prepaid meters as the domestic consumers are currently receiving water for free
»  Automation of bulk meters to ensure that they are read and monitored monthly.

Free Basic Services: basie social services package for indigent households

The SA9 table indicates the rand value definition of poor for our munijcipality as calculated.
The social package assists residents that have difficulty paying for services and are registered
as indigent households in terms of the Indigent Policy of Rustenburg Local Municipality.

The cost of the social package of the registered indigent households is largely financed by
National Government through the local government equitable share received in terms of the
annual Division of Revenue Act.

The following are free basic services for registered indigent consumers (households)in terms
of the Municipality’s Indigent Policy:
# 50kwh of electricity
> 6kl water
» Refuse
¥ Sanitation

An indigent household who qualifies for free basic services will not be liable to pay for the
municipal services except where they exceed the free basic services provided by Council in
terms of the policy. The municipality continues to provide the services to informal
settlements that are growing in Rustenburg. The total cost of providing free basic service
including informal settlement is R245 2million in 2016/17, R264.3million and R285million
in the outer years respectively. The revenue cost of providing free services is R79.9million in
2016/17, R82.9% and R87.3% in the outer years.

Providing clean water and managing waste water
The Rustenburg Local Municipality is the Water Services Authority for the entire
municipality in terms of the Water Services Act, 1997 and acts as water services provider
s The following is briefly the main challenges facing the municipality in this regard:
s The infrastructure at most of the waste water treatment works is old and insufficient (o
treat the increased volumes of waste water to the necessary compliance standard,
¢ Shortage of skilled personnel makes proper operations and maintenance difficult;
o Llectrical power supply to some of the plants is often interrupted which hampers the
purification processes;

Funding compliance (SA10)

Cash and cash equivalent at year end is a surplus and increases over the MTREF.
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Cash coverage ratio is 4.2 in 2016/17 and increases over the MTREF. It is at 5.9 and 7.5
respectively over the outer years.

Collection rate of the tosal billable revenuc is at 88% for 2016/17, it is at 89% and 90 %
respectively for the outer years. It is below the benchmark of 95%.

Repairs and maintenance as a (%) percentage of property plant and equipment is at}.4%
2016/17 and 2017/18, at 1.5% in 2018/19.

Overview of budget related-policies

Rustenburg Local Municipality budgeting process is guided and governed by relevant
legislation, frameworks, strategies and related policies are atlaches as Annexure “C”

O
[

O

Approved Budget Related Policies are 15
There are three (3) amended policies (Credit Control and Debt Collection Policy,
Tariffs Policy and Property Rates Policy)
There are twelve (12) without amendments (Budget Policy, Cash Management and
Investment, Indigent Policy, Funds and Reserve Policy, Borrowing Policy, Liquidity
Policy, Inventory Policy, Fixed Assets Management, Supply Chain Management,

Travelling and Subsistence, Contract Management and Gift Policy)

Proposed review of Property Rates Policy

Property used for multipurpose:

O

O

Where the property is actually used predominantly (i.e. 51% or more of the area of the
building) for residential purposes, the enfire property will be rated according to the
residential rate.

To quality for the residential rate the owner must submit the declaration duly certified
by a registered town planner or architect that the property is being used predominantly
for residential purposes.

Where a property‘s zoning allows for more than one permitted use and where the use
of the property is used dominantly (fifty plus one percent) for business and
commercial purposes the entire property will be rated in accordance with the business
rate

Any property not falling within the ambit of category (a) to (q) that is zoned and used
for different purposed other than what is covered in category (a) t0 (q) shall be
deemed to be business and commercial for the purpose of levying a rate. This will
also inctude; any zoning that is not covered in category (a) o ().

[1 The municipality will not levy a rate on the first part of the value up R 100 000, 00 of

the market value as per the Valuation Roll:

On the first R 15000 on the basis set out in sectionl7 (1)(h) ol the MPRA; and

ot the balance of the market value up to R 85 000 in terms of section 15 of the MPRA
in respect of residential properties, provided that the Council from 1ime to time during
ite annual budgel process contemplated in section 12 (2) of the Act determine as
threshold, the amount to be deducted [rom the market value of the residential
properties as a result of which rates will only be determined on the balance of the
market value of such properties after deduction of the threshold amount.

[0 Sociai Housing — Any property qualifying as social housing may qualify to be rated at

the same rate as public benefit organizations in terms of the MPRA, i.c. at a ratic of
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1:0.25.
Credit control and debt collection procedures/paolicies

To ensure that all monies due and payable to the municipality for rates and the services
rendered are collected,;

Outline credit control and debt collection procedures and mechanism.

The Collection Policy as approved by Council and it is currently under review. While the
adopted policy is credible, sustainable, manageable and informed by affordability and value
for money there has been a need to review certain components to achieve a higher collection
rate.

Amendments:

O The arrangement period for repayment of debts owned by businesses has been reduced to
12 months.

[0 On purchase of electricity 70% will service the debt (go to account in arrears) and 30%
goes towards electricity token.

[l Consumers owning more than one property, the municipality may allocate payment to
any of the accounts of that consumer,

In addition emphasis will be placed on speeding up the indigent registration process to ensure
that credit control and debt collection efforts are not fruitiessly wasted on these debtors.

As most of the indigents within the municipal area are unable to pay for municipal services
because they are unemployed. The 2016/17 MTREF has been prepared on the basis of
achieving an average debtors collection rate of 88(%), 89% and 90% respectively. '

Asset Management

A proxy for asset consumption can be considered the level of depreciation gach asset incurs
on an annual basis. Within the framework, the need for asset renewal was considered a
priority and hence the capital program was determined based on rencwal of current assets
VErsus new asset construction.

Budget Policy

The Budget Policy aims to empower senior managers with an efficient financial and
budgetary amendment and control system to ensurc optimum service delivery within the
legislative framework of the MFMA and the RLM system of delegations.

The Budget Policy was approved by Council. The adjustments budget process is governed by
various provisions in the MFMA and is aimed at instilling and establishing an increased level
of discipline, responsibility and accountability in thce financial management practices of
municipalities. To ensure that the REM continues to deliver on ils core mandate and achieves
its developmental goals, the mid-year review and adjustment budget process wiil be utilized
to ensure that underperforming functions are identified and funds redirected to nerforming
functions.

The adopied policy in 2014/15 financial year will still be implemented in 2016/2017 with no
changes.
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Supply Chain Management Policy
Cash Management and Investment Policy

RLM Cash Management and Investment Policy have not been amended by Council. The aim
of the policy is to ensure that RLM surplus cash and investments are adequately managed,
especially the funds set aside for the cash backing of certain reserves. The policy details the
minimum cash and cash equivalents required at any point in time and introduce time frames
to achieve certain benchmarks.

Funds and Reserves Policy
This policy has been implemented from 1™ July 2015 and no changes are effected for 2016/17
and will be implemented as approved in 2014/15.

The purpose of this pelicy is to ensure that municipality maintains cost effective and
efficient cash funding, that provisions and reserves are maintained at the sufficient
required level to avoid future unfunded liabilities.
. The policy is in line with the requirements of Section 8 of the Local Government: Municipal
Budget and Reporting Regulation of 2009 (Government Gazette 32141 in order to monitor
and sustain the municipality’s financial management.

Tariff Policies

RLM tariff policies provide a broad framework within which the Council can determine fair,
transparent and affordable charges that also promote sustainable service delivery, The
policies have been approved on various dates and a consolidated taritt policy is envisaged to
be compiled for ease of administration and implementation of the next two years.

Amendments to the Tariffs Policy:

1 Incorrect charges will only be backdated to three (3) years from the date that they are
identified. This includes both the consumer and municipality. The three years is
aligned with prescription as the mumnicipality cannot recover debt owed once three
years lapses.

Availability(Fixed) Charge will be levied to all properties including vacant stands as
long as access to the infrastructure is made available

This includes both the consumer and municipality

Sewer for businesses will be charged per point

Properties with multipte units which are not registered as Sectional Titles will be
regarded as Sectional Titles.

oog  d

Borrowing Policy
All the above mentioned policies are available on the RLM website.
as well as the following budget related policies:

e  Basic Social Services Package (Indigent Policy)
e Borrowing policy.
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Public participation Process as required by the MFMA (Planned/Implemented)
Framework

5

\«;}' V.’

The IDP and 2016/17MTREF were advertised in local newspapers, posted on the
municipal website, distributed to regional community centers and community
libraries.

Hard copies and soft copies were forwarded to Provincial and National Treasury.
Draft IDP and Budget was published for comments on the local newspapers (Platinum
Weekiy and Rustenburg Herald) on the g April 2016.

The public participation commenced on the 28" April 2016 until 10" May 2016.
Public comments closed on the 13" May 2016 and the final budget to be presented to
Council on the 31 May 2016,

At the ward level the response was very low except for (8) eight wards (13, 14, 15,
16, 17, 27, 30 and 36) were the meetings were fully attended.

Benchmarking exercise with National Treasury took place on the 5" May 2016.
Additional engagements took place with the schools and school governing bodies on

the 10" May 2016.

> Extensive engagements with businesses tock place on the 12" May 2016.
> Additional engagement with Councilors took place on the 131 May 2016.

Below are public mputs received and responses for considerations

PUBLIC PARTICIPATION INPUTS

Stakeholder Engagements

INPUTS

CONSIDERATION

National Treasury

1. Operating surplus  in
2016/17 credibility
guestionable as it does not
include costs for I'T contracts,
fleet management and BRT
operalional costs.

R10million additional budget for procurement of fleet for
service delivery to ensure that leakages are attended to
speedily

2 Municipality to consider the
spreading the additional levy
for bulk ¢leciricity consumers
over the MTREF.

Network upgrade is allocated R10million to ensure that ‘.
internal and external communication with stakeholders is
enhanced.

Jinterest  on  outstanding
debtors i1s based on the
debtors’ amount in 2016/17.

Rlmillion additional proposed for the procurement of
laptops as the current ones have reached their useful life.

4. Debt impairment be
provided at 11.4%

R1lmillion has been added to the already budgeted R9million
for the call centre ERP after engagement with stakeholders
to ensure proper tracking of service delivery calls so that
they are attended to speedily

3.Asset renewal at 51.7%
whilst NT guideline is at 40%

R3million added to the budget to instali prepaid meters in
for those who are not metered and receiving water for free fo
enhance revenue
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6.Municipality to revisit social
packages to include informal
settlements

Rimillion is added to the budget for bulk meter automation

7.8COA implementation rated
as very high risk due fto
likelihood that the
municipality  might fail to
implement

MSCOA on the 1¥ July 2016.

R3.8million is also added for the Microsoit license.

There is provision of R 9million for the acquisition of an
FRP, the municipality will take part in the procutement
process that is being undertaken by the National Treasury.
The committecs have been established and members
received appointment letters on 13 May 2016

8. Budget assumptions are
credible, budget not a
multiyear  budget, Budget
aliens to IDP,SDBIP and
SDF,

Cash flow sustainable over the
MTRELE.

9.No allocation for revenue
enhancement, .

The budget was amended to ensure that the budget
assumptions are taken into consideration for the two outer
years.

Munsolve
|.Water tariffs high for
husinesses

Subsequent to additional engagement with Munsolve,
schools, businesses and oppositions councilors both water
and electricity the tarifls were lowered.

2Empty stands rate tariffs
higher than the one for
developed stands with no
strategy sited

Vacant stand will be charged a sundry tariff for cleaning of
stands

3. Water losses impacting on
tariffs  but no  strategy
indicated on how to address
waler fosses

The strategy is to migrate domestic consumers to prepaid
systern by 2020/2021

To ensure that all bulk meters are on Automated Meter
Reading system

Ensure that all the leaks are attended to timorously
Allocated RS million for the prepaid systems and AMR

4 Recommended  phasing-in
of clectricity tariffs

High increases in the electricity business tarilf is to recover
on time of use thal was charge low in 2015/16.Aditional
levy will be charged to industrial consumers. The phase in
approach is not feasible , however the tariffs were reduced to
accommodate the concerns that were submitted by the
business fraternity
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5.Policy change on pre-paid
electricity purchases amounts
to unfair discrimination70/30
collection strategy on
oulstanding  debtors  when
purchasing prepaid electricity,
be applied also to consumers
supplied electricity by
ESKOM

.Objection to the fixed water
tariff — not disclosed whether
it is monthly or annually
Objection fowards property
rates payable by an owner of
vacant agricultural land when
measured against vacant land
in town

Objection to property rates
payable on business situated
on agricultural land versus
rates payable by business in
town

The municipality welcomes the supgestion to engage Eskom
for the areas where they supply electricity to increase
collection.

6.Request for detail lme
budget

This is an internal tool, the mumicipality is obliged to
provide the A tables together with supporting schedules.

7. Objection to the fixed water
tariff- not disciosed whether it
is monthiy or annually

This is an annual charge and the monthly charge will be
incorporated when the tarifls are approved.

8 . Objection towards property
rates payable by an owner of
vacant agricultural Jand when
measured against town

we note the objection , the land zoned agricultural must be
used for its intended purpose as the owners are entitled to a
rebate.

9..0Objection to property rates
payable in business situated
on agricultural fand versus
rates payable by business in
town

we note the objection , the land zoned agricultural must be
used for its intended purpose as the owners are entitled to a
rebate.

10. Amendment in rates
proposed

the suggestion is noted and will be considered in future

11.amendment proposed ;
land zoned for busincss
agricultural

The suggestion is noted and will be considered in future
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12, Water tariffs payable by
the schools should be reduced
substantially

The revised tariffs were discussed with the schools and
school governing bodies on the 10" may 2016

13.  Request that taviffs
payable by the schools on
sanitation and refuse should
be reduced to 75% of the tariff
proposed

The revised tariffs were discussed with the schools and
school governing bodies on the 10" may 2016

14. sanitation charge

The municipality is considering the suggestion , to link the
charge to water consumption and this will be implemented
in 2017/2018 financial year ’

15, refuse collection charges
on vacant stands / rounding of
tariffs

The charge will be implemented as a sundry charge.

16. Reduction on budget
allocated for repairs and
maintenance .

the allocation is 3,4 % excluding the employee related cosis
the expenditure will be closely monitored to realize value for
money,

17. capital expenditure : less
capital budgeted allocated to
water than earmarked for
water via DORA

The expenditure has been corrected to R 30 million,

18, Waier losses

An allocation of RS mililon was set aside for the installation
of prepaid water meters and IMQS was implemented for
data analysis .

18, Conditional graats

The contribution made by Munsolve is appreciated

19, Capacity constraints

The nunicipality continuously work on improving the skills
through (training and will ensure that there is skill retention
strategy going forward.

20. Supporting tabies

The supporting tables were availed to councilors. This was
an error that happened during the printing of the agenda.

21. contracted services
- Meler reading
- Security
- Water
- lLegal expenses
- AVM's

¢ The expenditure for the meter reading is captured
under other and has been captured separately.

o The expenditure is for the delivery of water o
informal settlements’

e The legal expenses- under collection costs and the
other one is for the legal expenses which is carrently
reported under contracted services.

e The current year is allocation for the carriage of cash
is R 2 million and has been disclosed separately

e The allocation for the AVM's vending has been
captured separately on table SA 1,
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o The specialist support is for the RRT projects.

22 Conditional grants

The unspent conditional grants will be transferred to a
separate account and reconciled monthly.

23 Rustenburg Water Services
Trust not disclosed as entity

It has been disclosed.

24 R1billion projected to be
on hand over 12 months

Munsolve will have to submit their calculation, if they
dispute the figure verified by National treasury.

Mr. Johan Hugo :Resident
The fixed rate of R710.96 was
brought before Council.

The fixed tariff for basic charges has been revised, and the
increase will be at 6.6% to augment the reduction on the
water consumption tariffs charges for business, industrial
and institutions.

Ward 14:

How to justify and convince
atfected consumers on
intenfion  to  implement

block/step tariff increases  of

between 18% and 56% for
water consumption for
businesses and schools when
water leaks reported by
Councilors remain unfixed for
maore than three months.

The tariffs were revised after the public participation.
¥ Extensive cngagements with businesses took place
on the 12 May 2016
¥ Additional engagement with Councilors took place
on the 13" May 2016

Ward 16

The concern was on water
tatiff  increases  but  main
outcry was on poor service
delivery and non-timeous
attendance of water leakages

The water tariff increases has been reduced subsequent to
engagement with community, schools, businesses and
councilors.
¥ Extensive engagements with businesses took place
on the 12" May 2016
3 Additional engagement with Councilors took place
on the 13" May 2016

RCL Foods

1.Increase in water tariff for
commercial consumption at
56% excessively high and
abunormal

2.Dispute the abnormal high
electricity tariff for 11kv bulk
supply Time of Use

Meeting was held with the RCL FOODS and revised tariffs
werc presented to the delegation on 12 May 2016

Schools and School
Governing Bodics

1. Major concern was the

hike in water tariffs
that  they  cannot
aftford.

2. Parents  signed a

The revised tariffs were presented to the schools.
3 The revised tariffs were discussed with the schools
and school governing bodies on the 10" may 2016
» Extensive engagements with businesses took place
on the 127 May 2016
3 Additional engagement with Councilors took place
on the 13" May 2016
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formal petition to
indicate that they were
against  the  tanfl
increases

Legislation compliance status
Compliance with the MEMA implementation requirements have been substantially adhered
to through the following activities:

1.

[n vear reporting

Reporting to National Treasury in electronic format was fully complied with on a
monthly basis. Section 71 reporting to the Executive Mayor and Council has
orogressively improved and includes monthly published financial petformance on
Rustenburg Local Municipality website.

[nternship program

The municipality is participating in the Municipal Financial Management Internship
program and has employed seven interns in 2014 with the resignation of one and 18
undergoing training in various sections of the Budget and Treasury Office and
Internal Audit. The municipality has aiready absorbed almost ten interns over a three
vear period.

Budget and Treasury Office

The Budget and Treasury Office has been established in accordance with the MFMA.
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Muuicipal manager’s quality certificate

, municipal manager of RLM, hereby certify that the annual
budget and supporting documentation have been prepared in accordance with the Municipal
Finance Management Act and the regulations made under the Act, and that the annual budget
and supporting documents are consistent with the Integrated Development Plan of the
municipality

Name. S. Makona
Acting Municipal Manager of RLM (NW373)

Signature

Date

This item served before the Portfolio Committee: Special Budget and Treasury on the
23 May 2016 and the following recommendations were made:

RECOMMENDED: : ACTION
1. That the multi-year annual capital and operating budget for the ALL

2016/17 is R4.3billion and the two outer years (2017/18+2018/19)
R4 7billion, R4.Obillion and related policies be approved
as per the following tables as set out in Annexure A:-

Table Al — Budget Summary

Table A2 — Budgeted Financial Performance
(Revenue and expenditure by standard classification)
Tahle A3 — Budgeted Financial Performance
(Revenue and expenditure by municipal vote)

Table A4 — Budgeted Financial Performance
(Revenue and Expenditure)

Tahle AS — Budgeted Capital Expenditure by Vote,
(Standard classification and funding)

Table A6 — Budgeted Financial Position

Tablie A7 - Budgeted Cash Flows

Table A8- Cash backed reserves / accumulated Surplus reconciliation
Table 9 — Asset Management

Table 10 — Basic Delivery measurement

|GV

That the final budget for the Rustenburg Water Services Trust as per ALL
Table SA 31 be considered for implementation as from 01 July 2016 as
per Annexure A;

3 That Councii take note that for the 2016/17TMTREF the revenue BTO
and expenditure budget proposed has a surplus of

R170, 9million, 216million and 270,6million respectively  ;

4 That all consumptive tariffs, Rates, Basic charges as proposed BTG
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10

11

12.1

12,2

be approved for implementation in July 2016, and are attached
as Annexure B;

That be noted that the electricity tariffs are still yet to be COUNCIL
approved by NERSA,;

That Electricity tariffs are approved by Council in terms of clause COUNCIL
24(2) (c) (i1) of the Municipal Finance Management Act 56 of 2003,

And by the National Energy Regulator of South Africa (NERSA) in

terms of clause 4 (a) (i) of the Electricity Regulator Act 4 of 2006.1{

the tariffs approved by Council differ from the tariifs approved by

NERSA, the Rustenburg Local Municipality Council approved tariffs

shall be appiied, until the matter is resolved;

That all the sundry tariffs and other tariffs as proposed in COUNCIL
Annexure C be approved for implementation on 01 July 2016;

That unspent conditional grants ( National ) at the end of 2015/2016 COUNCILL
Not be committed to expenditure until approval has been obtained

from National Treasury in accordance with directive budget circular

48, 51,55, 59, 78 and 7%;

That the 2016/17MTREF, proposed tariffs with the budget related BTO
Polices have been subjected to public participation from the 28 April
to 13 May 2016,

That the provision has been made of an annual increase of 4.8% BTO
in the Salaries of employees including section 57 officials outside

the proposed increases per MFMA circular 79 to freeze other

positions;

That the provision has been made for 4.57% estimated in increase BTO
in salaries of Councilors which have to be stili announced in terms
of the Public Office Bearers Act;

That the proposed budget related policies attached as Annexure C ALL
be approved for implementation on 01 July 2016;

Budget retated policies with Amendments
¥ Credit Control and Debt Collection Policy
» Tariffs policy
> Property Rates Policy

Budget related policies without changes
» Budget policy
Cash Management and Investment Policy
Indigent Policy
Borrowings Policy
> Funds and Reserve Policy

}

L

-
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13,

14,

13.

16.

7.

Liguidity Policy

Inventory Policy

Fixed Assets Management Policy
Supply Chain Management Policy
Travelling and Subsistence
Rewards, Gifts and Favour Policy
Contract Management Policy

YU VY Y YY

That the budget as proposed include the budget for the Rustenburg
Water Services Trust;

That circular 79 from National Treasury be noted as Annexure 1,

That in terms of section 74 of the Local Government Municipal
Systems Act, all consumptive tarifis, Rates, Basic charges as proposed
have been subjected to public participation and comments are attached
as Annexure E;

That the approved Medium Term Revenue and Expenditure (MTREF)
Forecasts for financial years 2016/17 to 2018/19 both printed and
electronic formats be submitted to National and Provincial Treasury;

'That the approved (MTREF) Budget together with the tariffs be
placed on the municipal website and be published in terms of Section
21A and B of the Municipal Systems Act as well as the MEMA and
applicable regulations.
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