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Part 1 - Final Budget

1.1 Mayor’s Report / Speech

Please refer to annexure F.

1.2 Council Resolutions

On 29 May 2019 the Council of West Coast District Municipality met in the Council Chambers to
consider the final budget of the municipality for the financial year 2019/20. The Council approved
and adopted the following resolutions:

1. The Council of the West Coast District Municipality, acting in terms of section 24 of the
Municipal Finance Management Act, (Act 56 of 2003) approves and adopts:

1.1. The final budget of the municipality for the financial year 2019/20 and the multi-year and
single-year capital appropriations as set out in the following tables:

1.1.1.

Budgeted Financial Performance (revenue and expenditure by standard
classification) as contained in Table 10 on page 25;

. Budgeted Financial Performance (revenue and expenditure by municipal vote) as

contained in Table 11 on page 26;

. Budgeted Financial Performance (revenue and expenditure) as contained in Table

12 on page 27; and

. Multi-year and single-year capital appropriations by municipal vote and standard

classification and associated funding by source as contained in Table 13 on page
29.

1.2. The financial position, cash flow budget, cash-backed reserve/accumulated surplus,
asset management and basic service delivery targets are approved as set out in the
following tables:

1.2.1.
1.2.2.
1.2.3.

1.2.4.
1.2.5.

Budgeted Financial Position as contained in Table 14 on page 31;

Budgeted Cash Flows as contained in Table 15 on page 33;

Cash backed reserves and accumulated surplus reconciliation as contained in
Table 16 on page 33;

Asset management as contained in Table 17 on page 35; and

Basic service delivery measurement as contained in Table 18 on page 37.

2. The Council of the West Coast District Municipality, acting in terms of section 75A of the Local
Government: Municipal Systems Act (Act 32 of 2000) approves and adopts with effect the

policies.

2.1. All related policies — as set out in Annexure A

3. The Council of the West Coast District Municipality, acting in terms of 75A of the Local
Government: Municipal Systems Act (Act 32 of 2000) approves and adopts with effect from
1 July 2019 the tariffs for services rendered.
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4. To give proper effect to the municipality’s final budget, the Council of the West Coast District
Municipality approves:

4.1. That cash backing is implemented through the utilisation of a portion of the revenue from
the RSC Levy Replacement Grant and water services to ensure that all provisions and
unspent conditional grants are cash backed as required in terms of the municipality’s
funding and reserves policy as prescribed by section 8 of the Municipal Budget and
Reporting Regulations.

1.3 Chief Financial Officer - Executive Summary

1. Introduction

The implementation of the Integrated Development Plan is largely reliant on the efficiency of the
financial management system, and a strategy to enhance this capacity is necessary.

The principles, Strategic Financial Framework, the Medium Term Expenditure and Revenue
Framework (MTREF) (for the next three years) and Capital Investment Programme, are outlined
in this section.

The emphasis will fall on basic service delivery (bulk water supply & road agency services), social
well-being (firefighting services, disaster management, connectivity, green energy and health
services) and good governance. Local economic development shall be encouraged as it could
have a spillover effect, which will be beneficial to the municipality as a whole, triggering more
investment.

1.1 National Treasury focus
National Treasury’s MFMA Circulars No 93 dated 7 December 2018 was mainly used to guide

the compilation of the 2019/2020 — 2021/2022 MTREF. Some of the key challenges faced by the
municipality when compiling the budget were:

a) The ongoing difficulties in the national and local economy;

b) Lack of own revenue source;

c) Inflation targets;

d) The need to prioritise projects and expenditure within the financial means of the
municipality;

e) The continued increases in the cost to provide services; and

f) Wage increases for municipal staff that continue to exceed consumer inflation.

Furthermore, the operational expenditure was cut as far as possible. To stay within this budget
will require serious financial management and discipline
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1.2 External Service Delivery Focus

The external service delivery focus, over the MTREF period, will be as follows — the other internal-
and external service delivery will continue as per normal:

#

Focus area

Linkage to restoring the social fabric theme

a

Water Management —
storage of water

The absence of water to households and/or business will be
detrimental. Appropriate storage facilities are to be built to
ensure water security and allay fear by business to retrench.
In the event of increased unemployment, the economy and
sustainability of all partaking in the value chain will have
lasting consequences and increased crimes.

Waste  Management —
regional landfill site for
Cederberg- and Matzikama
Municipalities

The appropriate management and rehabilitation of a landfill
site is crucial. This will further allow for the value chain to be
derived from waste materials.

Waste management is deemed to be an environmental crisis
and through this, the opportunities to better households and
educating the citizens on waste streams will likely have a
reduction in waste to landfill and perhaps a secondary
economy to be established

Fire Fighting — service to B-
municipalities. The
negotiations are ongoing
and no provision is made in
the MTREF

Rendering and efficient and effective service to the residents
is essential without duplicating servicing costs. The value to
be derived can be captured through community interventions
/ partnerships and by allowing education, training and
possible employment opportunities in much needed areas
which is isolated from main towns.

ICT Connectivity — providing
satisfactory connectivity to
the West Coast District Area

There is a high dependency on connectivity and the need for
uninterrupted business processes or account management.
Whilst the incumbents at the main office have the benefit to
access the municipal suit of programs etc. the outside offices
experience challenges which add to the inefficient manner in
which certain processes are been dealt with. The first priority
will be to give equal access to the outside offices to the suit
of products and secondly to allow for areas connectivity from
our municipal owned network

MSCOA system assistance

MmSCOA has been a challenging implementation
program/project, yet allowed for closer collaboration and the
possibilities to be of assistance and thus reducing
implementation costs (which is to be subsidized by the
account holders) to the respective partnering local
municipalities. In essence, the value spend need to triple in
value towards stakeholders.

Energy - facilitation of
producing green energy

The costs of conventional energy generation and the
increases thereof is not sustainable. The focus on green
energy which will give benefit to the property owner as well
as that of the municipal owned network will be of great benefit
for a longer and sustained period.
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The opportunities through possible reduction of costs and
deriving value through implementation can only be of benefit
to the broader citizen base

Whilst the above service delivery focus is not exhaustive, it will give effect to the assigned powers
and functions as reflected in s84 of the Municipal Structures Act. Equally show, allow for critical
infrastructure and/or operational interventions towards creating public value. This in itself will
assist with the restoring of the social fabric themes as alluded to by the Executive Mayor from
time to time.

2. Arrangements

The following arrangements regarding Resources and Guidelines will receive attention:
2.1 Inventory of Resources

2.1.1 Staff

a)  An organizational structure exists for the finance department;
b)  Training of staff will be performed in terms of a Skills Development Plan; and
c) Performance measuring will be rolled out to the next staffing level.

2.1.2 Supervisory Authority

The Finance Portfolio Committee deals with all financial issues, including the functioning of a
Budget Steering Committee. The Municipal Manager is the Accounting Officer, and is therefore
responsible for financial management. The Chief Financial Officer will however be tasked with the
day-to-day management of the finance directorate in terms of his/her Performance agreement.
The Audit Committee and Municipal Public Accounts Committee will perform a monitoring and
evaluation function of external, internal and performance audit procedures and control systems.

2.1.3 Systems

SAMRAS+ (DB4) Data Processing System are used to perform the following financial
transactions within the municipality. The compatibility of the system with Council’s specifications
will be regularly reviewed, inclusive of support services (hardware and software), and training for
staff on the applications utilized.

a) Debtor’s billings, receipting, creditors and main ledger transactions;

b)  Payroll function;

c) Assets management system or asset register. Reconciliations are performed on a monthly
basis;

d) Grant management, investments and cash at bank (reconciliation); and

e) Financial Dashboard.

The following non-financials systems/modules are implemented/investigated to amongst other
provide further support to the financial systems/modules:

a) Electronic Leave;
b) Electronic Time and Attendance;
c) Electronic Overtime; and
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d)

Document Management.

2.1.4 Accommodation

a)
b)
c)

Offices: This space is restricted;
Registry: |Is shared with the other Departments in close proximity to Finance; and
Archives: An archiving system in place and conforms to legislation.

Consideration will be given to cloud storage in the MTREF period.

2.2 Management Guidelines

The formulation and adoption by Council of Policies and Bylaws to guide management towards
the attainment of the vision and mission of the Municipality is a crucial aspect.
The following policies will be reviewed on a regular basis:

Supply Chain Management Policy - conforming to National legislation (including the
Preferential Procurement Policy Framework Act, Broad Based Black Economic
Empowerment Act, and Municipal Finance Management Act) and Council’'s own vision;
Investment Policy - conforming to the guidelines supplied by the Institute of Municipal
Finance Officers and the Municipal Finance Management Act;

Tariff Policy - conforming to the principles contained in the Municipal Systems Act;

Rates Policy - conforming to the principles outlined in the Property Rates Act, regulations;
Credit Control and Debt Collection Policy - in accordance with the Municipal Systems Act
and Case studies in this respect;

Indigent Policy - from the National guidelines on this aspect;

Asset Management Policy - to promote the efficient use and effective control over
Municipal assets, in terms of the Guidelines supplied by the Institute of Municipal Finance
Officers, Local Government Capital Asset Management Guidelines and the Accounting
Standards Board.

The following policies also form part of the list of Financial- and Budget related Policies and will
be reviewed from time to time:

k)

Adjustment Budget Policy;

Borrowing Funds and Reserves Policy;
Budget Implementation and Monitoring Policy;
Cash Management Policy;

Catering Policy;

Fraud Policy and Response Plan;

Fraud Prevention Plan;

Liquidity Policy;

Policy for the Calculation of Bad Debt;

Policy on Unauthorised Irregular or Fruitless & Wasteful Expenditure;
Tariff Policy; and

Virement Policy.

A new policy titled “Executive Mayor’s Special Fund Policy” was developed to provide a legal
framework to deal with- and manage various donations.
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Legislation requires that certain policies e.g. Credit control and Debt collection be supported by
Bylaws, to assist enforcement.

3.  Strategy
Strategies to be employed to improve the financial management efficiency are as follows:
3.1 Financial Guidelines and Procedures

Accounting policies will be reviewed to conform to the provisions contained in the Municipal
Finance Management Act, and the guidelines supplied by National and Provincial Treasuries and
the Accounting Standards Board. Standard Operating Procedures (SOP’s) to give effect to these
policies will be compiled on an ongoing basis. These procedures will be aligned with Council’s
policies regarding the various aspects.

3.2 Financing

3.2.1 Operating:

Revenue to finance the operating budget is mainly attributed to bulk water supply, interest from
investments, RSC Levy Replacement Grant and Equitable Share and agency services in respect
of road maintenance. The revenue sources pose a huge risk to the municipality as these services
are determined and approved outside of the current Council Budgetary legal framework.

Aligned to the priority given to preserving and maintaining the Municipality’s assets, the
2019/2020 budget allocates 17.12 percent of its operating budget to repairs and maintenance.
Refer to 1.5.2 and table 6 on page 18.

3.2.2 Capital:

Capital expenditure is funded through revenue contributions currently held in the Accumulated
Surplus Account (“Capital Reserve Fund”).

3.3 Revenue raising

3.3.1 Tariffs:

Tariffs for all services will be reviewed to conform to the principles contained in the Tariff policy,
implementation of water restriction measures, the Indigent policy and National guidelines in
respect of the provisions of Free Basic Services.

3.3.2 RSC Levy Replacement Grant:

The municipality grant increases over the MTREF, this is due to the combined efforts of all district

municipalities’ relevant stakeholders such as National and Provincial Treasuries. This increase
forms part of the revenue budget for transfers and subsidies.
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3.4 Asset Management:

All assets will be managed in terms of the applicable policy from Council. The municipality has a
GRAP compliant Asset Register and will utilize internal sources to perform the yearly asset
counts, revision of useful lives, condition assessments of assets. The Asset Register is updated
on a monthly basis. The above procedures are done to mitigate risks and to segregate duties.
The obsolescence and redundancy of assets are regularly monitored, with adequate replacement
cycles being instituted, where applicable and affordable.

3.5 Cost-effectiveness

All departments or divisions will be tasked to perform cost cutting measures as per Circular 82
from National Treasury on major expenditure, goods and services, in respect of projects and
continuous contracts, to ensure Council obtains maximum benefit. The applicable policies will
provide the guidelines in this respect.

In the light of the risk(s) identified in paragraph 3.2.1 it is proposed that an organizational review
be facilitated for the following reasons:

a) Toensure effective, efficient and equitable staff establishment that can optimally be utilised
for service delivery (internal & external); and
b)  To identify staff savings over short-, medium- and long-term

4. Ensuring Financial Viability and Sustainability

Infrastructure assets and liabilities or borrowings related to the water services department was
transferred to the respective local municipalities as at 30 June 2018. The net transfer will have a
negative effect on the financial position especially within non-current assets as well as equity
(accumulated surplus) of this municipality. Investigations is currently being undertaken to
determine the potential Bulk Water Accumulated Surplus Position. For the purposes of this
budget, the following are of importance:

a) The respective local municipalities will budget for infrastructure Capital Projects;

b)  West Coast District municipality will budget for Operational Assets shared by the respective
municipalities; and

c)  Water tariffs to be determined by the Water Monitoring Committee.

4.1 Financial Position
4.1.1 Cash Position:

Council has sufficient cash resources available to meet its short-, medium- to long term needs.
Certain resources / cash are representative of provisions set aside for specific purposes e.g. bad
debts, post — employment health care benefits and employee benefit accruals (performance
bonuses and bonuses), current portion of long term liabilities and unspent funds held by Council
in respect of Government Grants. The utilization of these monies to finance operating expenses,
and projects other than their directed use is not permissible.
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4.1.2 Accumulated Surplus:

More than 90% of the accumulated surplus represents cash and cash equivalents over the
MTREF. This budget forecasted cash surpluses in years one, two and three after deducting non-
cash items such as depreciation, provisions and debt impairment. Capital expenditure financed
from accumulated surplus will be continually monitored to ensure that this resource will remain
mostly cash-backed.

4.1.3 Debtors:

The implementation of the procedures in terms of the Credit control and Debt collection

Policy has facilitated the management of cash flow, and place Council in a position to finance
operation expenses.

4.1.4 Rates and Tariffs

The structure of Tariffs will be implemented in accordance with the applicable Council Policy
documents.

4.1.5 Equitable Share Allocation
One of Council’s sources of revenue to finance its operating budget is the RSC Levy Replacement
Grant. Increased allocations in terms of the Division of Revenue Act were published for the next

three years.

The DFRI (District Funding Research Initiative) project needs to continue to ensure an enhanced
allocation from the Division of Revenue Act for Western Cape Districts.

4.2 Operating Expenses

The following table details the operating expenditure for the medium term revenue and
expenditure framework:

Description 1516 | 201617 | 2017118 Current Year 201819 A PR :
Expenditure Framework
R thousands Audited | Audited | Audited | Original | Adjusted | Full Year | Pre-audit [Budget Year|Budget Year|Budget Year
Outcome | Outcome | Outcome | Budget | Budget | Forecast | outcome | 2019720 | +12020/21 | +22021/22
Enployes osk I A A AT
Remungraton of councilors 6103 54T 32| 6406 6405 60| GBSl 6760|  THG|  TAW
Deprecieion & asset mpaiment 1306 o6 &f2r|  vAr| T8 T8 198 8| M| 9
Finance charges 83| T 54l 165 165 165 165 {73 162 191
Materials and bulk purchases T Y I /0 O 1 % I O 4 .11 T 7 R 8
Transters and gren - Vo) %7 26| 2% 2% 282 10| 128 13
Oher expendiure QS| G062 112308 6| 10005 0280| 1021| 100407| 104067 1086t
Total Expenditure 50| 04| 06| M| K660 | osdd| o669 09| N8| 49
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4.3 Operating Revenue

The following table details the operating revenue less capital transfers for the medium term
revenue and expenditure framework:

2019720 Medium Term Revenue &

Description I Current Year 201819 ,
Expenditure Framework

Audited | Audited | Audied | Original | Adjusted | Full Year | Preudit |Budget Year| Budget Year|Budget Year

R thousands
Outcome | Ouicome | Quicome | Budget | Budget | Forecast | oulcome | 200920 | +12000214 | 22022

Financial Performance

Propert rees - - - - - - - - - -
Service chaiges MO0 13583 G700 %9089,  %60M| %% |  WIM| 10136 10643 1T
Ivestment evenug LT A1 I A T I U . O 0 M )
Transters ecogrised - aperafonal LT VA1 O VA O % O/
Ober own revene 0| 100007 0009|1200 | t610|  05008| 163\ 1MZM| 10425 TRIM
Tote Revenue excluding capital transfersand |~ 75080 | 36224 MBSI0| 326N | XB00| %BM0| 6NN IR0 XN0GED| 4085

contributions)

4.4 Grant Receivable

The following table details the grants receivable for the medium term revenue and expenditure
framework:
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DC1 West Coast - Supporting Table SA18 Transfers and grant receipts

L 2019/20 Medium Term Revenue &
Description Ref| 2015/16 2016/17 2017/18 Current Year 2018/19 .
Expenditure Framework
R thousand Audited Audited Audited Original Adjusted Full Year | Budget Year | Budget Year | Budget Year
Outcome Outcome Outcome Budget Budget Forecast 2019/20 +12020121 | +22021/22
RECEIPTS: 1,2
Operating Transfers and Grants
National Government: 86,138 86,658 89,529 90,452 90,452 90,452 94,733 97,077 100,718
Local Government Equitable Share 80,458 82,194 84,972 88,405 88,405 88,405 92,706 9,077 99,718
Finance Management 1,250 1,250 1,250 1,000 1,000 1,000 1,000 1,000 1,000
Municipal Systems Improvement 787 143 - - - - - - -
EPWP Incentive 1,000 1,036 1,100 1,047 1,047 1,047 1,027 - -
Rural asset management sy stem 2,199 1,980 2,207 - - - - - -
fresh water tanks 444 55 - - - - - - -
Other transfers/grants [insert description] - - - - - - - - -
Provincial Government: 603 1,168 1,602 2,160 6,079 6,079 660 - 1,025
Finance Management Capacity Building 551 21 250 360 360 360 380 - -
Capacity Building Health Services 51 129 162 - - - - - -
Finance Management Support - 744 1,115 280 280 280 280 - -
Greenest Municipality Competiion - 25 75 - - - - - -
Finance Management Spacial Dev elopment - - - - - - - - -
Community Dev elopment Workers Support - - - 37 37 37 - - -
Fire Services Capacity Building - - - 1,483 1,483 1,483 - - 1,025
Other transfers and grants [insert description] - - - - 3,919 3,919 - - -
District Municipality: - - - - - - - - -
[insert description] - - - - - - - - -
Other grant providers: 1,386 1,091 985 - - - 1,100 1,400 1,400
Other 748 12 (25) - - - - - -
Working for water 638 979 1,010 - - - 1,100 1,400 1,400
Total Operating Transfers and Grants 5 88,127 88,917 92,116 92,612 96,531 96,531 96,493 98,477 103,143
Capital Transfers and Grants
National Government: - - - 2,558 2,558 2,558 2,681 2,866 3,023
Rural asset management sy stem - - - 2,558 2,558 2,558 2,681 2,866 3,023
Other capital fransfers/grants [insert desc] - - - - = = = - -
Provincial Government: - - 1,450 - 600 600 - - -
Fire Services Capacity Building Grant - - 1,450 - - - - - -
Finance Management Support - - - - 600 600 - - -
District Municipality: - - - - - - - - -
[insert description] - - - - - - - - -
Other grant providers: - - - - - - - - -
Other - = = = = = = Z z
Total Capital Transfers and Grants 5 - - 1,450 2,558 3,158 3,158 2,681 2,866 3,023
TOTAL RECEIPTS OF TRANSFERS & GRANTS 88,127 88,917 93,566 95,170 99,689 99,689 99,174 101,343 106,166
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5. Capital Investment Programme

2019/20 Medium Term Revenue &
Vote Description Ref| 2015/16 2016/17 2017/18 Current Year 2018/19 .
Expenditure Framework
R thousand Audited Audited Audited Original Adjusted Full Year Pre-audit | Budget Year | Budget Year | Budget Year
Outcome Outcome Outcome Budget Budget Forecast outcome 2019/20 +12020/21 | +22021/22
Capital Expenditure - Functional
Governance an 99 570 230 1,565 4,191 4,191 4,191 808 559 100
Executive and council - 8 146 16 16 16 16 = = =
Finance and administration 99 562 83 1,549 4,175 4,175 4,175 808 559 100
Internal audit - - - - - - - 1 - -
Community an 2,338 2,830 3,433 1,790 3,939 3,939 3,939 4,234 3,143 2,168
Community and social services 141 116 181 36 36 36 36 654 229 -
Sport and recreation - - 180 65 217 217 217 580 500 500
Public safety 2,178 2,689 2,927 798 2,99 2,996 2,996 2,967 2,414 1,668
Housing - - - - - - - - - -
Health 19 25 144 891 691 691 691 33 - -
Economic and env - - 9 - 945 945 945 - 9 -
Planning and dev elopment - - 9 - 945 945 945 - 9 -
Road transport - - - - - - - - - -
Environmental protection - - - - - - - - - -
Trading 4,003 7,452 4,426 - 1,350 1,350 1,350 4,370 2,130 2,070
Energy sources - - - - - - - - - -
Water management 4,003 7,452 4,426 - - - - 2,870 2,130 2,070
Waste water management - - - - - - - - - -
Waste management - - - - 1,350 1,350 1,350 1,500 - -
ot t - - 8 - - - - 14 2 -
Total Capital Expenditure - Functional 3 6,440 10,852 8,106 3,355 10,426 10,426 10,426 9,427 5,843 4,338
Funded by:
National Gov ernment - - - 2,558 2,558 2,558 2,558 2,681 2,866 3,023
Provincial Govemment - - 1,450 - 600 600 600 - - -
District Municipality - - - - - - - - - -
Other transfers and grants - - - - - - - - - -
Transfers recognised - capital 4 - - 1,450 2,558 3,158 3,158 3,158 2,681 2,866 3,023
Borrowing 6 - - - - - - - - - -
Internally generated funds 6,440 10,852 6,656 797 7,268 7,268 7,268 6,746 2,977 1,315
Total Capital Funding 7 6,440 10,852 8,106 3,355 10,426 10,426 10,426 9,427 5,843 4,338

6. Long-term financial plan 2015/2024

INCA drafted a long-term financial plan for the municipality with funds provided by Provincial
Treasury. The recommendations were taken into consideration when this budget was compiled.

7. Credit Rating & Audit Status

West Coast District Municipality retained a clean audit status and obtained the 8" consecutive
clean audit — this achievement impacts positive on the MTREF period.

Similar the retaining of the following credit rating will also impact positive on the MTREF period:

a) Long-term A-(ZA) Outlook stable
b)  Short-term A1-(ZA) Outlook stable

8. Going concern

The MTREF supports the principle of a “going concern” and the West Coast District Municipality
will be able fulfill all financial obligations with the prescribed time-frames and legal framework.
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