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GLOSSARY

Adjustment Budgets — it is the formal means by which a municipality may revise
its budget during & financial year. Prescribed in section 28 of the Municipal Finance
Management Act.

Allocations— money received from Provincialor 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.

Capital Expenditure — spending on municipal assets such as land, buildings,
distribution networks, treatment plants and vehicles. Any capital expenditure must
be reflected as an asset on a municipality’s balance sheet.

Cash Flow Statements — a statement showing when actual cash will be received
and spent by the municipality, and the month end balances of cash and short term
investments. Cash receipts and payments do not always coincide with budgeted
income and expenditure timings.

CFO — Chief Financial Officer

DORA — Division of Revenue Act. An annual legislation indicating the allocations
from Mational Government and Provincial Government

DWAF — Department of Water Affairs
EPWP — Expanded Public Works Program

Equitable Share — a general grant paid to municipalities. It is predominantly
targeted to assist with free basic services.

FMG — Financial Management Grant

Fruitless and wasteful expenditure — expenditure that was made in vain and
would have been avoided had reasonable care been exercised

GRAP — Generally Recognised Accounting Practice. The new standard for municipal
accounting and basis upon which AFS are prepared



IDP —Integrated Development Plan, The main strateqic planning document of a
mumnicipality

KPI — Key Performance Indicators. Measures of service output and/or outcome
LED — Local Economic Development

MFMA — Municipal Finance Management Act (No. 53 of 2003). The principal piece of
legislation relating ta municipal finance management

MIG — Municipal Infrastructure Grant
MSIG — Municipal Systems Improvement Grant

MTREF — Medium Term Revenue and Expenditure Framework as prescribed by the
MFMA sets out indicative revenue and projected expenditure for the budget year
plus two outer financial years to determine the affordability level, Also includes
details of the previous three years and current years’ financial position.

MWIG — Municipal Water Infrastructure Grant

Operating Expenditure — spending on the day to day expenses of a municipality
such as general expenses, salaries & wages, and repairs & maintenance

R & M - Repairs and Maintenance

SCM - Supply Chain Management

S5BIP — 5ervice Delivery and Budget Implementation Plan. A detailed plan
comprising quarterly performance targets and monthly budget statements

Strategic Objectives - the main priorities of 8 municipality as set out in the IDP
Budget spending must contribute towards achievement of these strategic objectives

Unauthorised Expenditure — generally spending without or in excess of an
approved budget

Virement — transfer of budget

ZDM = Zululand District Municipality



DISTRICT  MUNRCIPALITY

2014/2015 ADJUSTMENT BUDGET PRESENTATION BY ZDM
MAYOR, HIS WORSHIP, CLLR M A HLATSHWAYO

ZDM MAYOR'S FINANCIAL REPORT FOREWORD

The Zululand District Municipality proposed Budget for the 2014/2015
financial year was R869, 178, 000. This was a R14, 209, 000 increase
compared to the previous financial year's budget which was

R854 969 000.

After adjustments were done in the 2014/2015 budget due to savings of
R14 189 000, the new budget figure is now RB53 989 000.

This budget will assist us in providing service delivery to about ane
million citizens of this District because we are still committed to
improving the quality of life of our communities.

CAPITAL BUDGET

In the 2014/2015 Budget our Capital Budget is now going to be
R357 488 000 from the original budget of R355 008 000,

This R2 480 000 increase will assist in providing water and sanitation
which is the core function of the municipality and we also have to pay
attention to the following responsibilities:

» Municipal airports;



e Municipal roads;

s Fire fighting;

» Disaster management,

= 5plid waste;

e Municipal health services;

+ District tourism.

The above adjustment will help us provide necessary services that are
expected from us as a District Municipality.

OPERATING BUDGET

An adjustment has also been made in the Total Operating Budget which
has seen a decrease to R497 501 000 from the original figure of R514
170 000 in the 2014/2015 financial.

The reason behind the decrease are the savings made by the
Municipality of R16 669 000 on the original budget.

CONCLUSION

We are aware of the critical backlogs in water and sanitation provision,
and we are also speeding up the construction of the 10 Regional Water
Schemes, the Nkonjeni, Mandlakazi, Usuthu, Simdlangentsha West,
Simdlangentsha Central, Simdlangentsha East, Hlahlindlela, Khambi,
Coronation and Mkuze regional water schemes.

Although these schemes are still under construction, it is worth noting
that a number of communities are already enjoying their benefits as
they are already drawing water from them.

I want to assure all our communities that we are still committed in
solving water related problems and as in the previous years, a large
chunk/percentage of our budget in this financial year will qo towards

water provision programs.
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In order to achieve success, we are aware that it is critical to maintain
good working relationship with traditional leadership (Amakhosi and
I1zinduna) as most of the land in our District is under their control. We
have taken a decision to employ Izinduna in all projects taking place in
their areas in order to ensure that we are guaranteed co-operation from
communities we are working with.

As Mayor of Zululand District I will strive to run a corrupt free
municipality, and we will also continue to maintain of record of clean
governance as proven by our 14 years of unqualified audit reports from
the Auditor-General,

I also want to assure our community that our District Municipality will
continue to be sensitive to all community issues with the aim of assisting
or solving them,

With the budget available to us we will still continue with all our old
programmes, Poverty Alleviation, Local Economic Development (LED):
Community Participation, Youth and Women's day celebrations, host the
Elderly and the Children's Christmas parties the ZDM 56km
Ulundi/Nongoma Ultra Marathon and many more others, because our
aim is to make a difference in the lives of our people.

I thank you.
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EXTRACT FROM MINUTES OF THE SPECIAL FULL COUNCIL MEETING HELD
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ZDMC 15/295 FILE NUMBER: 5/1/3

ADIJUSTMENT BUGDET 2014/2015

With Clirs N.M Nhlabathi and Z. Sivaya proposing and seconding
respectively, it was

RECOMMENDED THAT:

1. The 2014/2015 Adjustment Budget be approved with
amendments,
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BUDGET RELATED RESOLUTIONS

The council resolves that:

That in terms of section 24 of the Municipal Finance Management Act 56 of 2003,
the Final budget of the municipality for the financial year 2013/14 and indicative
aliocations for the two projected outer years 2014/15 and 2015/16 be approved as
set-out in the following tables;

s Table B1 Budget Summary,

® Table B2 Budgeted Financial Performance (revenue and expenditure by
standard classification).

s Table B3 Budgeted Financial Performance (revenue and expenditure by
municipal vote).

& Table B4 Budgeted Financial Performance (revenue and expenditure).

8 Table B5 Budgeted Capital expenditure by vote, standard classification and
funding.

That the financial position, cash flow, cash backed reservefaccumulated surplus,
asset management and basic delivery targets are adopted as set out in the following

tables:

* Table B6 Budgeted Financial Position.

a Table B7 Budgeted Cash Flows

. Table B8 Cash backed reserves/accumulated surplus reconciliation
» Table BS Asset Management

. Table B10 Basic service delivery measurements

The Municipal Manager to be authorized to proceed with the procedure as stipulated
in the MFMA and in terms of the guidelines stipulated by the Minister in terms of
Section 168(1) of the Act.

The grants be accepted and approved with appreciation..

The Quality Certificate be approved.



EXECUTIVE SUMMARY

BACKGROUND

1. The 2014/2015 Adjustment budget

1.1. Legislative framework

The adjustments budget process is regulated by S 28 of the MFMA as well as the
Municipal Budgeting and Reporting Regulations which were developed to establish
uniform norms and standards in the budgeting and reporting structures of
municipalities.

These regulations further states that an adjustments budget may be tabled in the
municipal council at any time after the mid-year budget and performance
assessment has been tabled to council, but not later than 28 February of the current
year

Medium term service delivery objectives as stated in the Integrated
Development Plan (IDP):

The medium term service delivery objectives of Zululand District Municipality include
the following strategic focus areas and objectives:

Service delivery - Primarily focusing on the eradication of water and sanitation
backlogs through the implementation of regional schemes. Our ultimate objective
is to progressively provide a cost effective, reliable water services at a good
guality to all potential consumers in the district.

Economic development- The objective is to improve the economy of the
district through the creation of job opportunities and additional economic

activities.
Social development- The objective is to reduce the occurrence and impact of

HIV/Aids and to develop and empower youth, gender and communities in the
district.

Institutional development- The focus is on employment eguity with the
objective of transforming the municipality and capacity development for effective
service delivery.,

Financial management- our objective is to ensure sound financial management
by promoting good financial practices with a view of ensuring a financially viable

municipality.



Good governance and public participation- The objectives are to promote
good governance, accountability and transparency; to operate the municipality at
a minimum risk level.

Other focus areas include:

Municipal airports

Fire fighting

Disaster management
Solid waste

Municipal health services
District tourism

F " B o O &

Financial implications of the medium term service delivery objectives:

As a water services authority, ZDM spends a substantial portion of the municipal
infrastructure grant (MIG) on water and sanitation projects. The recovery rate of
water tariffs is very low due to the fact that the population within the district is
predominantly rural and poor such that the level of service in these areas takes the
form of communal stand pipes. As a result, the water is provided as a free basic
service with no recovery at all.

As a rural node, the district does not have major industries and economic hubs. As
a result, Unemployment is rife and cross subsidization is not possible. Therefore, the
district is heavily dependent on grant funding to implement its mandate in terms of
the constitution of the Republic,

Linkages between the budget, the IDP and political priorities

Firstly, the budget timetable and the IDF process plan are aligned through an
integrated time schedule.

Secondly, the IDFP is prepared and the projects therefore are included in the budget.

Mareover, the financial plan comprising the total budget, among other items, is
included in the IDP,

Finally, the implementation of water and sanitation projects and other assigned
functions through the structures Act constitutes compliance with National, Provincial
and Local development goals to eradicate backlogs of the past.



The budget is summarized in more detail in the budget schedules.

However, the comments on the budget are as follows:

MAIN BUDGET SUMMARY

The total budget savings is R14 189 000

With the above background, it is important to highlight the major causes for such
decreases and increases in both the operating and capital budgets. This will be done
through the highlights section. Firstly, the operating budget will be reviewed.
Thereafter, the Capital budget will be subjected to a review. The comments are as

follows:

OPERATING EXPENDITURE

The municipality has identified the savings amounting to R14 189 000 which is made

2013/2014 | 2014/2015 Adjustment | 201472015
Budget Original Budget Adjusted
budget
Total 464 641 019.00 | 514,170, 000 (16,669,000} | 497,501,000
operating
budget
Capital | 390 328 401.00 | 355 008 000 2,480,000 | 357,488,000
budget
Total R854,969,420 | R 869,178, 000 |R 14,189,000 | R854,989,000 |
budget

out of R 16 669 000 savings in operating expenses and the addition in capital
expenditure of R 2,480,000
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6. Overview of th justment B et Proces

Political oversight of the budget process

Section 53 (1) of the MFMA stipulates that the mayor of a municipality must provide
general political guidance over the budget process and the prigrities that guide the
preparation of the budget.

Section 21(1} of the MFMA states that the Mayor of a municipality must coordinate
the processes for preparing the annual budget and for reviewing the municipality's
integrated development plan and budget-related policies to ensure that the tabled
budget and any revisions of the integrated development plan and budget-related
policies are mutually consistent and credible.

Furthermore, this section also states that the Mayor must at least 10 months before
the start of the budget year, table in municipal council, a time schedule outlining key
deadlines for the preparation, tabling and approval of the annual budget.

This time schedule provides for political input from formal organizations such as
portholio Committees.

Schedule of Key Deadlines relating to budget and IDP process [MFMA
s 21(1) (b}]

The IDP and Budget time schedule of the 2015/2016 budget cycle was approved by
Council on during August 2014, 10 months before the start of the budget year in
compliance with legislative directives.

The TDP and Budget Process Plan ensure that the role-players within the process are
wel| prepared. All activities outlined within this document have been prepared in
close inter-relation with the Framework that governs both the District and all local
municipalities.

Process used to integrate the review of the IDP and preparation of the
Budget

Updating the adjustment Budget is an evolving and re-iterative process over a 10
maonth period. The initial parallel process commenced with the consultative process
of the IDP in 2014 and the update of the MTREF to determine the affordability and
sustainability framework at the same time.



7 OVERVIEW OF ANNUAL BUDGET ALIGNMENT WITH IDP
Integrated Development Plan Review Process

The Integrated Development Plan (IDP) Review Process is a vehicle through
which Municipalities prepare strategic development plans called Integrated
Development Plans for a five-year period. Because service delivery is
progressive in nature, the IDP must be reviewed annually to keep up with the
evolving nature of communities.

The Zululand District Municipality will embark on it's the forth IDP Review of
the Second 5 Year cycle of IDPs which commenced from the 2011/12 -
2015/16 financial years.

Legal Status
The IDP is a legislative reguirement, has a legal status and therefore

supersedes all other plans that guide development at local government level.

* Vision

We are the Zululand region and proud of our heritage. We are mindful of the neads
of the paor and we seek to reflect the aspirations of our communities. We are
committed to responsible and accountable actions, tolerance and concern for racial
harmony, the protection of our environment, and the strengthening of the role of
women and youth. We will strive to improve the quality of life in Zululand by
providing sustainable infrastructure, promoting economic development and building
capacity within our communities, ™ We serve our people.”

4 Mission

To create an afffuent district by:

= Provision of optimal delivery of essential services;

» Supporting sustainable local economic development; and
« Community participation in service delivery

< Core Values
Transparency
Comrmitment
Innovation
Integrity
Co-operation

4 & ® ® ®



. MEA A ORMANCE ECTIVES A DICATO
1. KEY FINANCIA CICAT RATIDS

Information regarding key financial indicators and ratios are provided on
suppoarting table 5B 4.

2. MEASURABLE PERFORMANCE OBJECTIVES

Information regarding revenue is provided as follows:

* Revenue for each vote: Table B3 Budgeted Financial Performance
(revenue and expenditure by municipal voie)

* Revenue for each source: Table B4 Budaeted Financial Performance
(revenue and expenditure)

Provision of free basic serviges;

More details are provided in Table B10 Basic service delivery measurement.



09. OVERVIEW OF ADJUSTMENT BUDGET ONS

Expenditure
Salaries and Allowances

It is assumed that salaries of employees and councillors will in terms of the National
BargainCouncil negotiations of salary remain the same for 2014/2015 financial year
except for virements in savings that may arise.

General expenditure

It is certain that the municipality has made the servings on the 2014/2015 budget.
The current oil price is a concern and it is expected that the fuel price hikes will have
a substantial effect on expenditure

Repairs and Maintenance
[t is assumed that municipal infrastructure and assets will be maintained and no

major breakages will take place during the financial year.

Einance costs
It is assumed that interest rates will no longer exist in 2014/2015 during the
financial year.

Bulk Purchases
It is assumed that there will be no change in adjustment budaet

Income
Collection rate for municipal services

It is assumed that the collection rate (percentage of service charges recovered) for
the financial year will be the same as the current payment rate. In accordance with
relevant legislation and national directives, the estimated revenue recovery rates are
based on realistic and sustainable trends. The Municipality's collection rate is set at
an average of 65%. Adequate provision is made far non-recovery.

It is assumed that in 2014/2015 and 2015/2016 the collection will be 6§5% and 65%
respectively since the indigent policy and register will be in place.

Grants
It is assumed that the National and Provincial grants as per Division of Revenue Act

(DORA) which has been included in the budget will be received during the
201472015 financial year.



FINANCIAL POSITION

Property Plant and Equipment
It is assumed that looking at our current savings there will be an increase in addition

to PPE in 2014/2015 as from original

Long —term Receivables
It is assumed that taking in to account the current movement there will be no
change in the adjustment budget

Intangible Asset
It is assumed that the Intangible asset will remain the same

Call Investment Deposits

2014-15: The Call investment estimated balance was determined basad on the call
investment balance as at 31 December 2014, it is concluded that there will be 3
decrease in investment.

Current portion of long-term receivables
It is assumed that there will be no change in 2014/2015 finandial year's budget.

Inventory
The inventory level is assumed there will be increase

Trade and other payables from exchange transactions
Looking at the systems being in place, it assumed that it will remain the same

Consumer Debtors
It is assurned that looking at our rate of collection and debtor's age analysis it is
maore likely that there will be an decrease in consumer Debtors.



10 OVERVIEW OF ADJUSTMENT BUDGET FUNDING

SUMMARY
The operating budget for 2014/2015 to 2016/2017 will be financed as follows:
2014/2015 | 2015/2016 | 2016/2017
Provincial and National Operating 313,032,000 | 328,802,000 | 354,986,000
Grants 2
Depreciation Reserve 45,618,000 | 45618,000 | 45,618,000
Accumulated Surplus | 106,908,000 | 135,997,000 | 141,016,000
Water and sewerage charges 29,297,000 30,879,000 32,547,000
Rental Income 65,000 68,000 72,000
| Interest Earned 2,581,000 9,043,000 9,533,000
Total Operating Revenue excl. 497,501,000 | 533,810,000 | 566,222,000
Capital Transfers

The capital budget far 2014/2015 to 2016/2017 will be financed as follows:

2014/2015 |2015/2016 | 2016/2017
Own Funds 27,494,000 11,029,000 11,624,000
Grants 329,994,000 | 429,235,000 | 507,693,000
Total Capital Budget | 357,488,000 | 440,263,000 | 515,317,000

The 5A10 is detailing the funding in terms of grants

Reserves

The process to accumulate sufficient funds is a long term process as tariff increases
must be kept to a minimum, and service delivery must be continued.

Sustainability of municipality

The way that the budget is funded will ensure that the municipality will be

sustainable on the short term.

Impact on tariffs

The way that the budget is funded will ensure that, increase will be 10% to make
equalisation. The municipality has no control over the increases of electricity tariffs
and the 7.39 % increase in electricity tariffs of Eskom; will have a negative impact
on the local economy, although tariffs charged by the municipality will only increase

by 10% on average.

Water, sewerage together with the sundry tariffs are listed in tariffs schedule. The

tariff increases are also indicated.,



Collection Rake

Income levels for service charges and rates for the budget year are based on the
followlng

Coliection rates

Water?5%

Sanitation 75%

Planned savings and efficiencies

The following areas were identified for possible savings after the efficiency of the
usage of the assets/services has been evaluated:

Telephone costs

Overtime

Investments

Particulars of monetary investments as at 31 January 2014:
Investments Amount

Absa R 70,000,000

TOTAL R 70,000,000

Planned proceeds of sale of assets
No significant revenue is expected from the sale of redundant assets.

Planned use of previous year's cash backed accumulated surplus
The previous year's surplus is cash backed.

Mew borrowings
There are no new borrowings proposed,



11. EXPENDITURE ON ALLOCATIONS AND GRANT PROGRAMMES

Particulars of budgeted aliocations and grants
Please refer to Supporting Table SBO8: Expenditure on transfers and grant
programme.

ONS OR GRANT DE BY THE M PALITY

Please refer to Supporting Table SB10 Transfers and grants made by the
municipality.

13. COUNCILLOR NCES AND LOYEE BENEFIT
Costs to Municipality:
Counciliors
Speaker (1) R 584,253
Executive Mayor (1) R 725,349
Deputy Executive Mayor (1) R 379,463
Executive Committee (4) ' R 2,194,288
Other Councillors (28) B R 2,583,207
R 6,467,000
Senior Managers
Municipal Manager R 1,332,594
Chief Financial Officer = R 944206
Director: Corporate Services R 938,318
Director: Community Services R 804,259
Rirector: Technical Services R 927967
B 944,206
I R 5,891,550

All other staff R 132,765,452

Number of Councillors 35
Senior Managers &

14, CAPITAL SPENDING DETAIL
Information/detail regarding capital projects by vote is provided in Supporting Table
SB17: Detailed capital budget.



QUALITY CERTIFICATE

I, J.H. de Klerk, Municipal Manager of Zululand District Municipality, herzhy certify that the
adjustment 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
adjustment budget and supporting documents are consistent with the Integrated Development Plan

af the municipality.

Date: :-:‘]ufjf’g /*‘51 ,/‘2 S




