METSIMAHOLO LOCAL MUNICIPALITY

AR

MEDIUM TERM REVENUE AND EXPENDITURE FRAMEWORK
ADJUSTMENT BUDGET 2022/23

Copies of this document can be viewed:
. In all municipal buildings
. All public libraries within the municipality
. At www.metsimaholo.gov.za

1|Pag


http://www.metsimaholo.gov.za/
http://www.ngwathe.fs.gov.za/

)

MEDIUM TERM REVENUE AND EXPENDITURE FRAMEWORK ADJUSTMENT
BUDGET 2022/23

Background

The mid-year budget and performance assessment outcome tabled in council on the
31 January 2023, recommended for review of both approved budget and service
delivery and budget implementation plan (SDBIP) for the period 2022/23.

In compliance to the above recommendation, the draft proposed adjustment budget
for the period 2022/23 is hereby presented before the Finance Committee for inputs
and further deliberations.

Legislative requirement

In terms of Section 28 of the Municipal Finance Management Act No. 56 of 2003 —
S28(1) Municipality may revised an approved budget through budget adjustment,
Section 28(2) prescribe that-

a) Municipality must adjust revenue and expenditure estimate downwards, if, there is
a material under collection of revenue during the current year.

b) may appropriate additional revenues that have become available over and above
those anticipated in the annual budget, but, only to revise or accelerate spending
programmes already budgeted for.

c) may, within a prescribed framework, authorise unforeseeable and unavoidable
expenditure recommended by the mayor of the municipality;

d) may authorise the utilisation of projected savings in one vote towards spending
under another vote;

e) may authorise the spending of funds that were unspent at the end of the past
financial year where the under-spending could not reasonably have been foreseen
at the time to include projected roll-overs when the annual budget for the current
year was approved by the council;

f) may correct any errors in the annual budget; and

g) may provide for any other expenditure within a prescribed framework.
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Part 1: Operating Revenue
1. REVENUE ANALYTICAL REVIEW

The services charges revenue projections have been reviewed in line with the billing
against the collection rate. The review is also in line with MFMA Section 18(2)(a) and
(b) revenue projection in the budget must be realistic taking into account projected
revenue for current year for current year based on collection level to date, and the
actual revenue collected in the previous financial years.

1.1. Operating revenue
Although the revenue collection rate is between an average of 60% - 65% against
the billing, our proposal to Council is to adjust revenue downward in line with the

collection rate and to correct the revenue projections baseline.

The following revenue line items the revenue projections were beyond the National
Treasury economic growth guidelines of 4.8 per cent.

- 2021/22 Budget Year
Description Outcome 2022%23 g?gc\:/\(letr;]tage
R thousands
Revenue By Source
328 954 457 451 39%

Service charges - water revenue 443 254 531 359 20%

Service charges - sanitation revenue 68 294 88 780 30%

Fines, penalties and forfeits 4 285 13 600 217%

Other revenue 7161 27 893 290%
Total Revenue (excluding capital 1 430 281 1673585 17%
transfers and contributions)

National Treasury MFMA Circular 115, issued 22 March 2022, encourages
municipalities to maintain tariff increases at levels that reflect an appropriate balance
between the affordability to poorer households and other customers while ensuring
the financial sustainability of the municipality.

The Consumer Price Index (CPI) inflation was forecasted to be within the lower limit
of the 3 to 6 per cent target band; therefore, municipalities were required to justify all
increases in excess of the projected inflation target for 2022/23 in their budget
narratives and pay careful attention to tariff increases across all consumer groups.

In addition, municipalities should include a detail of their revenue growth
assumptions for the different service charges in the budget narrative.
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Our proposal is to Council seeks to address and comply with the above guidelines:

2021/22 Budget Year 2022/23
Description Ref Audited Original Movements Adjustment %
Outcome Budget Budget Adjustment
R thousands
Revenue By Source
Property rates 211196 194 330 - 194 330 100%
Service charges - electricity revenue 328 954 457 451 (42 144) 415 307 91%
Service charges - water revenue 443 254 531 359 (36 108) 495 252 93%
Service charges - sanitation revenue 68 294 88 780 (8916) 79 864 90%
Service charges - refuse revenue 41960 44 239 42 44 281 100%
Rental of facilities and equipment 6 691 6319 - 6319 100%
Interest earned - external investments 5160 3000 1800 4 800 160%
Interest earned - outstanding debtors 61222 52 400 - 52 400 100%
Dividends received 123 100 - 100 100%
Fines, penalties and forfeits 4285 13 600 (9 520) 4080 30%
Licences and permits 15 105 - 105 100%
Agency services - - 0%
Transfers and subsidies 236 230 254 009 - 254 009 100%
Other revenue 7161 27 893 (18 131) 9763 35%
Gains 15736 - - - 0%
Total Revenue (excluding capital 1430 281 1673 585 (112 976) 1560 609 93%
transfers and contributions)

1.2. Grants and subsidies

The conditional grants (capital) was also adjustment upward based on the decision

taken by National Treasury of approving roll-over application for 2021/22 financial

year of the unspent conditional grant amounting to R5,1 million relating to the

Municipal Infrastructure Grant.
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FS204 Metsimaholo - Table B4 Adjustments Budget Financial Performance (Revenue) - 2022/2023

Budget Budget
Budget Year 2022/23 Year +1 Year +2
2023/24 2024/25
Description Ref Original Prior Accum. Multi- Unfore. Nat. or Other Total Adjusted | Adjusted | Adjusted
Budget | Adjusted | Funds vear | ynavoid. | % | Adjusts. | Adjusts. | Budget | Budget | Budget
capital Govt
3 4 5 6 7 8 9 10
R thousands 1 A A1 B C D E F G H
Revenue By Source
Property rates 2 194 330 - - - - 194 330 202 659 212130
Service charges - electricity revenue 2 457 451 - - (42 144) (42 144) 415 307 475 327 493 958
Service charges - water revenue 2 531 359 - - (36 108) (36 108) 495 251 552 628 577 413
Service charges - sanitation revenue 2 88 780 - - (8916) (8916) 79 864 92010 95 504
Service charges - refuse revenue 2 44 239 - - (42) (42) 44197 46 009 48 076
Rental of facilities and equipment 6319 - - 252 252 6 571 6722 7142
Interest earned - external investments 3000 - - 1800 1800 4 800 3000 3000
Interest earned - outstanding debtors 52400 - - - - 52 400 50200 50100
Dividends received 100 - - - - 100 100 100
Fines, penalties and forfeits 13600 - - (9 520) (9 520) 4080 14 600 15 600
Licences and permits 105 - - - - 105 106 107
Agency services - -
Transfers and subsidies 254 009 - - - - 254 009 277 493 305 118
Other revenue 2 27 893 - - (18130) | (18 130) 9763 24172 18 218
Gains - - - - - - - -
Total Revenue (excluding capital transfers 1673 585 - - (112807) | (112807) | 1560778 | 1745026 | 13826 466

and contributions)
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Part 2: Operating Expenditure
2.1. EXPENDITURE ANALYTICAL REVIEW

The net effect of revenue reduction by R113 million has negative impact on the
municipal spending pattern, as expenditure need to be reduced to align to the
affordability level.

2.1.1. Employee cost

The employee related cost mid-year results expenditure was at 39% of the overall
remuneration budget, this reflect an underspending of R46 million, due to budgeted
vacancies amounting to R53 million, where this vacant post has not been filled to
date.

The provision for critical vacant post has been estimated at R17,8 million for the
remainder of the financial year 2022/23, thus mean employee related cost was
reduced by R35,6 million.

2.1.2 Finance charges

The finance charge was reduced by an amount of R5,3 million, the reduction is linked
to the period in which the finance loan will be taken. The provision for the remainder
of the financial year is estimated at R449,000

2.1.3 Bulk purchase

The bulk purchase (electricity) has been adjusted downward to align to the Mid-Term
spending of 44%, therefore, a reduction of R9,5 million on bulk purchase is
proposed.

2.1.4 Inventory consumed
The inventory consumed (water bulk) has been adjusted downward to also align to
the Mid-Term spending of 38%, therefore, a reduction of R6 million on inventory

consumed (bulk water purchase) is proposed.

2.1.5 Contracted services

The contracted services has been adjusted downwards, the performance of the line
item during the Mid-Term has indicated an underspending of R104 million, 13%
spending. The reduction is proposed at R24 million.

2.1.6 Other expenditure

Other expenditure has been reduced by R5,7 million in line with the spending pattern
of 37% as reported in the Mid-Term report.
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FS204 Metsimaholo - Table B4 Adjustments Budget Financial Performance (Expenditure) - 2022/2023

Budget Budget Budget
Description Ref Year Year +1 Year +2
2022/23 2023/24 | 2024/25
Original Prior Accum. Multi-year Unfore. Nat. or Other Total Adjusted | Adjusted | Adjusted
Budget Adjusted Funds capital Unavoid. | Prov.Govt | Adjusts. | Adjusts. Budget Budget Budget
3 4 5 6 7 8 9 10
R thousands 1 A A1 B C D E F G H
Expenditure By Type
Employee related costs 434 807 - - - | (35651) | (35651) 399 157 474 760 507 639
Remuneration of councillors 20870 - - - - - 20 870 21705 22 681
Debt impairment 285690 - - - - - | 285690 295 245 305915
Depreciation & asset impairment 86 279 - - - - - 86 279 90 564 101 953
Finance charges 5816 - - - (5367) (5367 449 5391 5391
Bulk purchases - electricity 363 153 - - - (9 500) (9 500) 353 653 382 037 393 037
Inventory consumed 236 487 - - - (6 000) (6 000) 230 487 245 050 253 709
Contracted services 119 231 - - - | (24126) | (24 126) 95105 115927 116 909
Transfers and subsidies 378 - - - 49 49 427 379 380
Other expenditure 61871 - - - (5759) (5759 56 112 62 740 65 307
Losses 32 346 - - - - - 32 346 33 640 34 986
Total Expenditure 1646 928 - - - | (86354) | (86354) | 1560575 | 1727436 | 1807907
Surplus/(Deficit) 26 656 - - - | (26453) | (26 453) 203 17 589 18 559
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Part 3: Grants Allocation and grants receipts and expenditure

FS204 Metsimaholo - Supporting Table SB7 Adjustments Budget - transfers and grant receipts - 2022/2023

Budget Budget
Budget Year 2022/23 Year +1 Year +2
2023/24 2024/25
Description Ref Original Prior Multi- NPat. or Other Total Adjusted | Adjusted | Adjusted
Budget | Adjusted c;,:iatral Gr:\\/’t' Adjusts. | Adjusts. Budget Budget Budget
7 8 9 10 11 12
R thousands A A1 B C D E F
1,
RECEIPTS: 2
Operating Transfers
and Grants
National Government: 253 559 - - - - - 253559 | 277043 304 668
Local Government
Equitable Share 246 748 - - - 246 748 271 646 299 154
Expanded Public Works
Programme Integrated
Grant 3 1523 - - - 1523 - -
Local Government
Financial Management
Grant 2750 - - - 2750 2750 2750
Municipal Infrastructure
Grant 2538 - - - 2538 2 647 2764
Other grant providers: 450 - - - 450 450 450
Local Government
Water and Related
Service SETA 450 - - - 450 450 450
Total Operating
Transfers and Grants 6 254 009 - - - 254 009 277 493 305118
Capital Transfers and
Grants
National Government: 106 165 - 5100 5100 111 265 80 497 89 293
Integrated National
Electrification
Programme Grant 35631 - - - 35631 19 580 20 459
Municipal Infrastructure
Grant 48 218 - 5100 5100 53 318 50 300 52 514
Water Services
Infrastructure Grant 22 316 - - - 22 316 10 617 16 320
Other grant providers: 50 000 - - - 50 000 5000 -
Production 50 000 - - - 50 000 5000 -
Total Capital
Transfers and Grants 6 156 165 - 5100 5100 161 265 85 497 89 293
TOTAL RECEIPTS OF
TRANSFERS &
GRANTS 410174 - 5100 5100 415274 362 990 394 411
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3.1 Capital expenditure analysis

The budget proposal on capital expenditure is reduction to the total amount of R70,7 million, the reduction is proposed

due to the internal funding provision of R75 million which was made without surplus revenue to support the capital
expenditure. The additional capital funding of R5.1 million is based on the approved unspent MIG conditional grant.

FS204 Metsimaholo - Table BS Adjustments Capital Expenditure Budget by vote and funding - 2022/2023

Budget Budget
Budget Year 2022/23 Year +1 Year +2
Description Ref 2023124 2024125
Original Prior Accum. Multi-year Unfore. Nat. or Other Total Adjusted Adjusted Adjusted
Budget Adjusted Funds capital Unavoid. Prov. Govt Adjusts. Adjusts. Budget Budget Budget
5 6 7 8 9 10 11 12
R thousands A A1 B [ D E F G H
Capital Expenditure - Functional
Governance and administration 8112 - (7 935) (7 935) 177 5913 2227
Executive and council 538 - (538) (538) - - -
Finance and administration 7574 - (7 397) (7 397) 177 5913 2227
Community and public safety 14112 - 1196 1196 15 307 9 652 12 161
Community and social services 545 - 4828 4828 5373 2100 5 866
Sport and recreation 4 641 - (1605) (1605) 3037 5617 5795
Public safety 8603 - (2028) (2028) 6575 1935 500
Housing 323 - - - 323 - -
Economic and environmental services 82 339 -1 (17007) | (17 007) 65 332 65 954 42713
Planning and development 110 - (110) (110) - 436 -
Road transport 82 229 -1 (16897) | (16897) 65 332 65518 42713
Trading services 203 827 - | (45750) | (45750) 158 077 117 619 154 560
Energy sources 82533 - | (26300) | (26 300) 56 233 44 256 70 109
Water management 36 232 - (7 527) (7 527) 28 705 41750 44 701
Waste water management 68 885 - (3300) (3300) 65 585 26 617 39 320
Waste management 16 177 - (8623) (8623) 7555 4 996 430
Other 1250 - (1 250) (1.250) - - -
Total Capital Expenditure - Functional 3 309 640 - | (70746) | (70746) 238 894 199 138 211 661

Funded by:
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National Government 156 165 5100 5100 161 265 85 497 89 293
Transfers recognised - capital 156 165 5100 5100 161 265 85 497 89 293
Borrowing 77 504 - - 77 504 44 000 51220
Internally generated funds 75971 (75 846) | (75 846) 125 69 642 71148
Total Capital Funding 309 640 (70746) | (70746) | 238894 199138 | 211661
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