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Glossary

Adjustments Budget — Prescribed in section 28 of the MFMA. The formal means by
which a municipality may revise its annual budget during the year.

Allocations — Money received from Provincial or National Government or other

municipalities
AFS- Annual Financial Statements
Budget — The financial plan of the Municipality

Budget Related Policy — Policy of a municipality affecting or affected by the budget,
examples include tariff policy, rates policy and credit control and debt collection

policy

Capital Expenditure - Spending on assets such as land, buildings and machinery.
Any capital expenditure must be reflected as an asset on the Municipality’'s Statement
of Financial Performance

Cash Flow Statement — A statement showing when actual cash will be received and
spent by the Municipality. Cash payments do not always coincide with budgeted
expenditure timings. For example, when an invoice is received by the Municipality it
is shown as expenditure in the month it is received, even though it may not be paid
in the same period

CFO - Chief Financial Officer

DORA - Division of Revenue Act. Annual legislation that shows the total allocations

made by national to provincial and local government

Equitable Share — A general grant paid to municipalities. It is predominantly

targeted to help with free basic services

Fruitless and wasteful expenditure — Expenditure that was made in vain and

would have been avoided had reasonable care been exercised

GFS - Government Finance Statistics. An internationally recognised classification
system that facilitates like for like comparison between municipalities

-
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GRAP - Generally Recognised Accounting Practice. The new standard for municipal

accounting and basis upon which AFS are prepared.

IDP — Integrated Development Plan. The main strategic planning document of the
Municipality

KPI’'s — Key Performance Indicators. Measures of service output and/or outcome

MFMA - The Municipal Finance Management Act — No. 53 of 2003. The principle
piece of legislation relating to municipal financial management.

MTREF - Medium Term Revenue and Expenditure Framework. A medium term
financial plan, usually 3 years, based on a fixed first year and indicative further two
years budget allocations. Also includes details of the previous three years and current
years’ financial position

NT — National Treasury

Operating Expenditure — Spending on the day to day expenses of the Municipality
such as salarin's and wages

Rates — Local Government tax based on the assessed value of a property. To
determine the rates payable, the assessed rateable value is multiplied by the rate in

the rand
R&M - Repairs and maintenance on property, plant and equipment
SCM - Supply Chain Management

SDBIP - Service Delivery and Budget Implementation Plan. A detailed plan
comprising quarterly performance targets and monthly budget estimates.

Unauthorised expenditure — Generally, spending without, or in excess of, an

approved budget

Vote means one of the main segment into which a budget of a municipality is divided
for the appropriation of money for the different departments or functional areas of the
municipality; and which specifies the total amount that is appropriated for the
purpose of the department or functional area concerned.
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Zero Based Budgeting means as opposed to incremental budgeting, zero-based

budgeting means that each year's budget is drawn up independently from that if the
previous year. This means that items are not included simply because they were in
the previous budget. Each item has to be justified and motivated for and the purpose

of each item is considered. All items in the capital are treated on a “zero-basis”
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PART 1
Mayoral Budget Speech

Madam Speaker,

Members of the Executive Committee,

Councilors,

Our Traditional Leaders,

Municipal Manager,

Senior Managers,

Guests,

Ladies and Gentlemen,

Good day to you all.

Thank you for the opportunity to present the Draft Budget for the 2023/24 Financial

year.

Madam Speaker, Our municipality is faced with challenges of drought and water
shortage as  result of less rainfall. The water ponds have dried up, and as a results
the livestock and people are forced to use one source of water to quench the thirst.
Thus placing the municipality in a difficult predicament.

As council, in addressing the situation, we have been working together with the
department of Agriculture and CoGTA as well as National MIG office to refurbish our
boreholes in different villages within the municipality.

The average inflation rate for the past year was 6.9% and the headline inflation
forecast for forth coming financial year is estimated to be 5.3%, 4.9% and 4.7%
respectively for 2024/25 and 2025/26.

It is with the aforementioned figures in mind that we still place strong emphasis on;
value for money in all our procurement processes, the encouragement of savings and
the maximizing of all revenue sources for the 2023/24 financial year, as we are still

striving to secure the economic progression of the Municipality.

This Draft Budget will update the Council and the community of Joe Morolong Local
Municipality about the revenue, expenditure and the projections for the next fiscal year.
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Speaker

Due to economic down turn, this Draft Budget does not come near to solving our
challenges. However, we are, without any doubt, acutely aware of the enormous
responsibility facing us to continue unwaveringly with our quest to ensure that the
ideals of a free and democratic society are upheld. Much still needs to be done and
significant challenges are still facing us, but our pledge to our citizens is that we will
not divert from our course towards a better life for all.

Management of Joe Morolong Local Municipality has a significant role to play in
strengthening the link between the citizen and government’'s overall priorities and
spending plans. The goal should be to enhance service delivery aimed at improving
the quality of life for all people within Joe Morolong.

Budgeting is primarily about the choices that the Municipality has to make between
competing priorities and fiscal realities. The challenge is to do more with the available
resources. We need to remain focused on the effective delivery of the core municipal

services through the application of efficient and effective service delivery mechanisms.

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 sustainable municipal services are provided
economically and equitably to all communities.

Honorable Speaker, the allocation we are setting aside for capital expenditure
underscores our commitment to accelerating service delivery through efficient and

good governance.

The budget | am tabling here today was prepared in accordance with the prescripts of
the Municipal Finance Management Act, (Act 56 of 2003) and complies with Generally
Recognized Accounting Practice as applicable to Local Government.

The budget was compiled, taking into account the Macro-economic growth parameters
and also addresses the National Policy frameworks and provincial priorities including

the following:

» Building of capacity for long term growth through investment in infrastructure
» Focus on core service delivery activities of local government

~» Job creation and sustainable economic growth
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Participation in expanded public works programs and labour intensive projects.

Protection of the poor through viable local economic development and
strengthening of the social safety net.

Effective and participative management through the regional management
model.

Maintaining of debt levels through debtor management as well as maximizing
sources of revenue. |

Securing the health of the municipal asset base by increasing spending on

repairs and maintenance.

The following underlying factors were also taken into consideration with the
compilation of the 2023/24 budget:

\J
0.0

J
0.0

The National Policy framework with regards to basic service delivery to all our
communities.

External factors having a direct impact on the budget such as the Eskom tariff
increase of 18.9%, bulk water tariff increase of 8%, consumer inflation, as well

as other cdst factors influencing service delivery.

FOCUS OF THE 2023/24 BUDGET

With the 2023/24 budget, emphasis is placed on the core service delivery
obligations assigned to the municipality in the constitution.

Maintenance and renewal of existing infrastructure should enjoy preference
and we are focusing on preventative and scheduled maintenance preceded by
proper planning processes.

Innovative service delivery mechanisms such as the building of internal
capacity to get more value for budget allocations.

Provision of much needed infrastructure to ensure the economic progression of
our communities

Provision of basic services, improvement of the quality infrastructures well as

sustainable service delivery.

-
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CAPITAL BUDGET

The capital budget flows from the IDP process and contains information obtained from
relevant stakeholders and communities through a public participation process as well
as ward committee processes where applicable. The capital budget for the 2023/24
financial year amounts to R 139.6 Million with the main focus on the following:

% Provision of water R 86.3 Million
% Roads R 20.4 Million
% Sanitation R 15.4 Million
%+ Sports & Recreations R 11 Million

% Community Halls R 3.0 Million

<+ Computers, Offices Equipment & Other R 1.5 Million
% Municipal Vehicle R 2 million

Capital projects for the 2023/24 financial year are funded from grants receivable from
the National Government amounting to R 132.1 Million and own funding to the amount
of R 7.5 Million )

|
IN CONCLUSION

The budget we are tabling here today is another step closer in attaining the strategic
goals of the municipality which includes amongst others, institutional development and
transformation, service delivery to all our communities, the financial viability and
sustainability of the municipality as well as good administration and public
participation. Thank you to the Municipal Manager who | believe has done an excellent
job in leading the administration in the direction we both wish to move in and to the
Directors and staff for their continued hard work in delivering services in line with the
Municipality’s vision of “A wealthy and prosperous local community with equal access
to basic services and sustainable development opportunities”.

| would like to thank Councillors who have a difficult task of balancing community

expectation with limited resources.

| THANK YOU
D D Leutlwetse-Tshabalala
MAYOR
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Council’s Budget Resolution

< Council of Joe Morolong Local Municipality, acting in terms of section 24 of
the Municipality Finance Management Act: Act 56 of 2003, Table Draft
Budget for 2023/24 financial year and single-year capital appropriations as
set-out in the core table contained in the bound budget document with effect
from a 1 July 2023.

v" Table A2: Budgeted Financial Performance (expenditure by
standard classification)

v Table A3: Budgeted Financial Performance (expenditure by
municipal vote)

v' Table A4: Budgeted Financial Performance (revenue by source)

v' Table A5: Budgeted Capital Expenditure for both multi-year and
single year appropriations by vote, standard classification and
funding

< The council al£o, acting in terms of Section 75A of the municipality System
Act, Act 32 of 2000, adopted with effect from 1 July 2023.

1. Tariffs for property rates, electricity, water supply, sanitation services
and solid waste services and tariffs for other services.

2. And the Council of Joe Morolong approved cash backing implemented
through the utilisation of bulk services fees and portion of revenue
generated from property rates to ensure cash backing for unspent
conditional grants for effectiveness to the Municipal budget as required
by the legal prescripts, Section 8 of the municipality Budget and
Reporting Regulations.

BUDGET RELATED POLICIES TABLED TO COUNCIL ALONG-SIDE WITH THE
BUDGET:

1) Property Rates Policy
2) Banking and Investment Policy

3) Budget, Funding, Reserves & Virement Policy
e e e S e e o e e e I
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) Credit Control and Debt Collection Policy
) Fixed Assets Policy
6) Indigent Policy
) Risk Management Policy
8) Supply Chain Management Policy
9) Tariffs Policy
10) Fruitless and Wasteful Expenditure Policy
11) Cash Shortage Policy
12) Bad Debt Write Off Policy
13) Asset Management Policy
14) Petty Cash Policy

BUDGET RESOLUTION: 2023-02206

e —
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1.1 Executive Summary

The key service delivery priorities, as reflected in the Integrated Development Plan
(IDP), informed the development of the Budget, including the need to maintain the
Municipality’s financial sustainability.

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 members of communities.

The municipality’s 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 programmes so as to maintain sound financial stewardship. A critical
review was also undertaken of expenditures on “nice to have” items in order to save
money and improve service delivery. Key areas where savings were realized were
on telephone and internet usage, workshops payment and catering.

~» National Treasurv’s MFMA Circular No. 123 was used to guide the
compilation of the 2023/24 MTREF.

» The main challenges experienced during the compilation of the
2023/24 MTREF can be summarized as follows:

» The need to reprioritize projects and expenditure within the existing
resource envelope given the cash flow realities and cash position of
the municipality;

» Elimination of non-priority expenditure that does serve the interest
of service delivery to communities

» The municipality‘s inability to generate enough own revenue to
assist the infrastructure challenges in our communities.

» Escalating Employee Related Costs, that continue to be greater
than 30%, as compared to the total operating budget (after
excluding the non-cash items), which is necessitated by various
allowances that are paid to municipal employees.

~ Affordability of capital projects

N
==
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» Allocation of the required budget provision for the rehabilitation and

maintenance of infrastructure, more so due to the rampant
vandalisation of municipal infrastructure that has recently occurred.
The unfunded/underfunded mandates negatively impacting on the
municipality’'s budget, such as the Library Services which is not
necessarily under the municipality in terms of the Constitution of
RSA Act.

» The following budget principles and guidelines directly informed the
compilation of the 2023/24 MTREF:

The 2022/23 Adjustments Budget priorities and targets, as well as
the base line allocations contained in that Adjustments Budget were
adopted as the upper limits for the new baselines for the 2023/24
draft budget

The budget was prepared on a zero base principle and somd of the
operational expenses such as some contracted service and fuel
expenses were prepared based on the 2022/23 financial year
performance.

Intermediate service level standards were used to inform the,
targets and backlog eradication goals;

Tariff and property rate increases should be affordable and should
generally not exceed inflation as measured by the CPI, except
where there are price increases in the inputs of services that are
beyond the control of the municipality. In addition, tariffs need to
remain or move towards being cost reflective, and should take into
account the need to address infrastructure backlogs. For the next
financial year, tariffs and property rates have been increased and
there are two separate tariffs and rates applicable to municipality;
being the one for businesses and the other for residential
Intermediate service level standards were used to inform the

measurable objectives, targets and backlog eradication goals;
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» There will be no budget allocated to national and provincial funded

projects unless the necessary grants to the municipality are
reflected in the national and provincial budget and have been

gazetted as required by the annual Division of Revenue Act;

In view of the aforementioned, the following table is a consolidated overview of the

2023/24 Medium-term Revenue and Expenditure Framework:

Table 1 Overview of the 2023/24 MTREF

Adjustment

Budget 2022/23 Budget Year Budget Year +1 Budget Year +2
R ‘000 2023/24 2024/25 2025/26
R ‘000 RO RO
Total Operating
Hevemms 369 590 425 301 438 210 449 233
Total Operating
Expenditure R369 490 R295 019 R308 335 R326 522
(Surplus)/Deficit i 5 i
for the year 116 014 9288 18 661 34738
Total Capital R116 114 R139 570 R148 536 R157 449
Expenditure
Adjustment Budget | Budget Year Budget Year +1 Budget Year +2
2022/23 2023/24 2024/25 2025/26
R ‘000 R ‘000 R 000 R 000
Total Operating Revenue 369 590 425 301 438 210
Total Operating Expenditure R369 490 R295 019 R308 335 R326 522
(Surplus)/Deficit for the year 116 014 9 288 18 661 34738
Total Capital Expenditure R116 114 R139 570 R148 536 R157 449

Total operating revenue has increase by R 55.7 million for the 2023/24 financial year

when compared to the 2022/23 Adjustments Budget. For the two outer years,

operational revenue will increase by R12.9 million and then increase by R 11 million

respectively. The Increase of R 55.7 million in 2023/24 financial year is as result of

additional funding from MIG for sports field, Kumba Iron Ore SLP for funding Intern

Programme and other operational grants (EPWP and Equitable Share)

-

NC451-JMLM Tabled Budget 2023/24

Page 14




Total operating expenditure for the 2023/24 financial year has been appropriated at
R 295 million and translates into a budgeted deficit of R 9.2million. When compared
to the 2022/23 Adjustments Budget, operational expenditure has decreased by R 74
million in the 2023/24 budget and will increase by R 13 million and R 18 million for
each of the respective outer years of the MTREF. The operating surplus for the two
outer years increases to R 18.6 million and then reduces to R 34.7 million. These
surpluses will be used to fund capital expenditure and to further ensure cash backing

of reserves and funds.

The capital budget of R 139.6 million for 2023/24 is 16 per cent more when
compared to the 2022/23 Adjustment Budget. The capital programme increases to
R148 million in the 2024/25 financial year and R157 million in 2025/26. The capital
budget will be funded from government grants and internally generated funds
(surplus) over MTREF.

1.2. Operating Revenue Framework ,

t

For Joe Morolong local Municipality 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, poverty and high
unemployment.

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.

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

» National Treasury’s guidelines and macroeconomic policy;

« Growth in the municipality and continued economic development;

« Efficient revenue management, which aims to ensure a 95 per cent

annual collection rate for property rates and other key service charges;
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+ Electricity tariff increases as approved by the National Electricity

Regulator of South Africa (NERSA);

« Trading services are fully cost-reflective and ring-fenced;

+ Determining the tariff escalation rate by calculating the revenue

requirement of each service;

» The municipality’s Property Rates Policy approved in terms of the
Municipal Property Rates Act, 2004 (Act 6 of 2004) (MPRA);
+ Increase ability to extend new services and recover costs;

+ The municipality’s Indigent Policy and rendering of subsidised services;

and

« Tariff policies of the municipality.

The following table is a summary of the 2023/24 MTREF (classified by main revenue

source):
Table 2 Summary of revenue classified by main revenue source

NC451 Joe Morolong - Table A4 Budgeted Financial Perfermance (revenue and expenditure)

Description Ref | 2019/20 | ".020/21 2021/22 Current Year 2022/23 2023/24 Medium Term
Revenue & Expenditure
Framework
R thousand 1 Audited | Audited | Audited | Original | Adjusted Full Pre- Budget | Budget | Budget
Outcome | Outcome | Outcome | Budget | Budget Year audit Year Year+1 | Year+2
Forecast | outcome | 2023/24 | 2024/25 | 2025/26
Revenue
Exchange Revenue
Service charges - Electricity 2 3786 20 661 10 362 10483 6998 6998 6998 8019 8 500 9010
Service charges - Water 2 14 629 47 894 9756 25714 25889 25889 26 389 27627 | 29284 | 31041
Service charges - Waste Water Management 2 2601 9440 1261 2 895 1301 1301 1401 1429 1514 1605
Service charges - Waste Management 2 1440 3440 3039 5705 3336 3336 3686 3665 3885 4118
Sale of Goods and Rendering of Services 109 22717 253 97 106 106 106 189 200 212
Agency services - - - - - - - - - -
" erest - - - - - - - - - -
erest earned from Receivables 9870 18017 6 948 8958 6025 6025 6025 8230 8723 9 247
Interest earned from Current and Non Current 1717 8 367 4162 5300 7588 7588 7588 8043 8526 9037
Assets
Dividends
Rent on Land - - - - - - - - - -
Rental from Fixed Assets 51 100 109 60 79 79 79 80 85 90
Licence and permits - - - 125 - - - 5 5 6
Operational Revenue 437 1781 490 210 231 23 2 80 85 90
Non-Exchange Revenue
Property rates 2 - - - 17 063 25639 25639 25639 35600 | 37736 | 40000
Surcharges and Taxes - - - - - - - - -
Fines, penalties and forfeits - - 0 0
Licences or permits - - = - - - - - 2 &
Transfer and subsidies - Operational 160 135 664 462 201500 | 180211 | 181283 181283 | 181283 | 192952 | 204 011 | 202048
Interest - - 3423 6980 6 054 6 054 6 054 7293 7730 8194
Fuel Levy - - - * 5 B 2 -
Operational Revenue -
Gains on disposal of Assets - - (432) - - - - - - -
Other Gains - (10) (10) (10) (10 (11) (11) (12)
Discontinued Operations
Total Revenue (excluding capital transfers and 194 776 776 440 240872 | 263790 | 264 519 264519 | 265469 | 293200 | 310273 | 314686
contributions)
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Table 3 Percentage growth in revenue by main revenue source

NC451 Joe Morolong - Table A4 Budgeted Financial Performance (revenue and
expenditure

Description Ref 2023/24 Medium Term Revenue & Expenditure
Framework
R thousand 1 Adjusted % Budget Year | % Budget % Budget %
Budget 2023124 Year +1 Year +2
2024125 2025/26
Revenue
Exchange Revenue
Service charges - Electricity 2 6998 3% 8019 3% 8 500 3% 9010 4%
Service charges - Water 2 25889 1% 27627 1% 29284 11% 31041 14%
Service charges - Waste Water Management 2 1301 1% 1429 1% 1514 1% 1605 1%
Service charges - Waste Management 2 3336 1% 3665 1% 3885 1% 4118 2%
Sale of Goods and Rendering of Services 106 0% 189 0% 200 0% 212 0%
Agency services - 0% - 0% - 0% - 0%
Interest - 0% - 0% - 0% - 0%
Interest eamed from Receivables 6025 3% 8230 3% 8723 3% 9247 4%
Interest earned from Current and Non Current Assets 7588 3% 8043 3% 8 526 3% 9037 4%
Dividends - 0% - 0% - 0% - 0%
Rent on Land - 0% - 0% - 0% - 0%
Rental from Fixed Assets 79 0% 80 0% 85 0% 90 0%
Licence and permits - 0% 5 0% 5 0% 6 0%
Qperational Revenue 231 0% 80 0% 85 0% 90 0%
Non-Exchange Revenue 0% 0% 0% 0%
Property rates 2 25639 1% 35600 14% 37736 14% 40 000 17%
Surcharges and Taxes - 0% - 0% - 0% - %
Fines, penalties and forfeits - 0% - 0% - 0% - % |
Licences or permits - 0% - 0% - 0% - 0%
Transfer and subsidies - Operational 181 283 78% 192 952 76% | 204011 76% | 202048 | 88%
Interest 6 054 3% 7293 3% 7730 3% 8194 4%
Fuel Levy - 0% - 0% - 0% - 0%
Operational Revenue - 0% - 0% - 0% - 0%
(Gains on disposal of Assets - 0% - 0% - 0% - 0%
Other Gains (10) 0% (11) 0% (11) 0% (12) 0%
Discontinued Operations 0%
Total Revenue (excluding capital transfers and 232 832 252 612 267 250 228 912
contributions)

In line with the formats prescribed by the Municipal Budget and Reporting
Regulations, capital transfers and contributions are excluded from the operating
statement, as inclusion of these revenue sources would distort the calculation of the
operating surplus/deficit.

The municipality’s revenue from operating grants and transfers totals R192 million in
2023/24 and steadily increases to R204 million by 2024/25 and decreases to R202
million by 2025/26 of total revenue of municipality generated from grants, the
revenue from operating grants form a significant percentage of the revenue basket

P R L e s N =il SRS e R e T T T e e e S e = =)
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for the Joe Morolong Local Municipality. The increase in property rates revenue in

relation to the updated valuation, whereby there are additional mining development

in the area.

The following table gives a breakdown of the various operating grants and subsidies
allocated to the municipality over the medium term:

Table 4 Operating Transfers and Grant Receipts

NC451 Joe Morolong - Supporting Table SA19 Expenditure on transfers and grant programme

Description Ref 2019/20 2020121 2021122 Current Year 2022/23 2023/24 Medium Term Revenue &
Expenditure Framework
R thousand Audited Audited Audited Original Adjusted Full Year Budget Budget Budget
Outcome Outcome Outcome Budget Budget Forecast Year Year +1 Year +2
2023/24 2024125 2025126
EXPENDITURE: 1
o] ng expenditure of Transfers and
o~
National Government: 108 171 389 088 226 636 175119 165 212 165 212 188 008 201131 196 441
Equitable Share 102 002 368 406 220 682 167 455 157 548 157 548 180 561 190 948 188 273
Expanded Public Works Programme 863 3979 464 1139 1139 1139 2159 2289 2426
Integrated Grant
Local Government Financial Management 1996 3298 2396 3100 3100 3100 3100 3286 3483
Grant
Municipal Infrastructure Grant 3310 13406 3093 3425 3425 3425 4 347 4 608 4885
Other transfers/grants [insert description)
Provincial Government: - - - - - - - - -
Other transfers/grants [insert description]

District Municipality: - = o B = - - - =
[insert description]

Other grant providers: 1670 5 656 1004 2140 2603 2603 3230 3376 3578
Mining Companies 723 994 - 940 1403 1403 2030 2152 2281
Northern Cape Arts and Cultural 947 4 663 1004 1200 1200 1200 1200 1224 1297

Total operating expenditure of Transfers
and Grants: 160 135 664 462 201500 180 211 181 283 181 283 191 238 204 507 200019

1.2.1. Operational revenue assumptions — tariffs

Tariff-setting is a pivotal and strategic part of the compilation of any budget. When

rates, tariffs and other charges were revised, local economic conditions, input costs

and the affordability of services were taken into account to ensure the financial

sustainability of the municipality
National Treasury continues to encourage municipalities to keep increases in rates,

tariffs and other charges as low as possible. Municipalities must justify in their
budget documentation all increases in excess of the 5.3 per cent upper boundary of
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