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Vision
By 2035 Ugu District Municipalitywill provide
adequate accecs to basic services inan efficientand
sustainable manner, enhancing the quality of its
titizensinan inclusive progressive economy.

Mission
To ensure all our communities have access to
quality drinking water, decent sanitation,
sustainable economic opportunities

underpinned by the active participation of
our citizens In exemplary government.




EXECUTIVE SUMMARY REPORT

1. BACKGROUND

The Annual Budget 2019/2020 was adopted by Council on the 30th May 2018 in
accordance with Chapter 4 of the Municipal Finance Management Act and its regulations.
The management had taken the following into consideration on compilation of the annual
budget:

- The Integrated Development Plan of the municipality as reviewed for the next five
year period.

- The National and Provincial Developmental Priorities and the municipality’s
contribution to the achievements of national targets.

- The Financial Recovery Plan and Back to Basics strategy adopted in May 2013.

- The adopted Budget Related policies and by-laws of the municipality.

- The allocations and conditions in the Division of Revenue Act of 2018.

When the annual budget 2019/2020 was prepared, the municipality had consulted the
Provincial Treasury in terms of section 23(1)(b) of the Municipal Finance Management Act.
During the engagement, the provincial treasury had indicated that the budget of the
municipality was not funded. The management had considered the comments from
provincial treasury and responded accordingly and incorporated the same in the budget
documents that was submitted to council for approval.

In response to the comments by provincial treasury, the management made all the
necessary attempts to cut down the current years budget to a minimum that is required to
provide the basic services to the community, however the outstanding debt that was
carried over from the previous financial year remained a challenge. The management then
developed a strategy to approve cash collection which was the only option available to
deal with the old outstanding debt.

Unfortunately, the cash collection strategy has taken longer to yield positive results, hence
the National Treasury has issued a directive that the municipality must revised its annual
budget in terms of Section 28 of the MFMA before the mid-term assessment is performed.

The municipality has undertaken the following approached to adjust its budget:

o Current year budget 2019/2020
All the non-core projects have been cancelled (i.e. Local Economic Development
Programmes, SALGA game, Mayoral bursary, etc.)

Some expenditure relating to the core function of the municipality have been reduced to
the minimum that is required to provide the basic services to the communities (i.e. Bulk
water, electricity cost, etc.)

All the internally funded capital projects have been cancelled or delayed until the financial
status of the municipality has stabilised. These projects include Oslo Beach phase 3
administration building.

e Outstanding Creditors balance from the previous financial year
The municipality had committed R428 million from the previous financial year.
Unfortunately, the municipality does not have much options to deal with this commitment,
except to improve cash collections and reduce the current expenditure to a bear minimum
that is required to provide the basic services to the community
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1.1 IMPLEMENTATION OF THE 2019/2020 BUDGET

The financial results of all operations for the first quarter are summarised on the S71
reports.

In the first quarter of the financial year, the municipality has raised a total revenue of R308
661 869 from services charges compared to the projected revenue of R387 513 625 for
the same period. This constitutes a shortfall of R78 851 756 from the projected revenue.
Despite the shortfall, the management remains confident that the municipality will realise
its targeted revenue at the end of the year based on the tumaround strategy that is being
implemented. It is upon this background that the management decided to not to adjust the
proijected revenue in the adjustments budget.

The actual expenditure on the following items has exceeded the projections during the first
quarter of the current financial year:

+ Employee related costs =21%

¢ Contracted services = 48%

Employee related cost
The municipality has spent more than the projected expenditure on the employee related
cost during the first quarter of the current financial year due to the following reasons;

» The overtime claims from the previous financial year were delayed and paid in the
current financial year due to the budget constrains and cash flow challenges that
were experienced in the previous financial year.

Contracted services

The major contributor to the over-expenditure on this expenditure type, is the Emergency
services. The over-expenditure on this line item is caused by the ageing infrastructure.
Unfortunately, the municipality had limited resource to provide for repairs and maintenance
of the existing infrastructure in the original budget due to the competing demands to roll
out new infrastructure in the previously disadvantaged areas.

Unauthorised expenditure would be taken into consideration during adjustments budget.
All deviations from the normal supply chain processes have been approved by the
accounting officer. Monthly reports have been submitted to the Portfolio Committee,
Executive Committee and Council. In line with the adopted procedure on dealing with
Unauthorised, Irregular, Fruitless and Wasteful (UIF&W) expenditure, the register of
UIF&W expenditure is submitted monthly to internal Audit for investigation in terms of S32
of the MFMA.. The provisions of the MFMA have been considered in as far as they apply in
the implementation of the annual budget.

1.2. FINANCIAL PERFORMANCE OVERVIEW

REVENUE vs. EXPENDITURE

2015116 201617 201718 2018/19 2019/20
REVENUE
1103611113 1056105900 1065167 742 1062 077 004 308 661 869
EXPENDITURE
928 948 390 972 073 145 1 057 952 458 881 534 646 258 624 444
SURPLUS /

DEFICIT 174 661 723 B4 032755 7215284 180 542 358 50 037 425
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Revenue Expenditure Surplus/(Dificit)

The municipality has maintained an operating surplus over the past 3 years and for the
first quarter of the current financial year. However, the performance in the first quarter has
been an increase in revenue and expenditure compared to the same period in the last
financial year. The increase is revenue is caused by tariff increase that was approved by
council in May 2019. There was also a slight improvement in collection resulting from the
implementation of the new debt collection strategy.

The total expenditure for the first quarter of the current financial year has increased by

10.23% compared to the same period last year. The increase in expenditure is due the
CPl increase.

Please refer to further analysis of revenue and expenditure below:

Service Charges: Water

Water sales is seasonal commodity. It is slow during the first quarter of the financial
year and it is expected to pick-up during the second quarter. The seasonal
fluctuations in water revenue is attributed to Ugu being a holiday destination and
most people move to the coast during the Summer and Easter Holidays. The meter
readings for the month of September 2019 would only be invoiced in October 2019,
hence the revenue that was eamed in the month of September is not included in
this report. The incorrect data in the billing system resulted to incomplete billings
and this had a negative effect in our collections. However, the revenue that was
projected in the original budget will not be adjusted as the service provider is
currently on site, assisting with the cleansing of data in the billing module.

Interest Earned — Outstanding Debtors

In the current financial year, the municipality has started to charge interest on
outstanding debtors in terms of its amended policy.
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Remuneration of Councillors
The position of the mayor has been vacant for the first quarter of the current
financial year. This vacancy was caused by resignation of the previous mayor in
May 2019, hence there were savings in the councillor's aflowances.

Depreciation

Depreciation of fixed assets is a non-cash line item and no transactions were
processed for the first quarter of the financial year due to the challenges relating to
the implementation of the assets module. Therefore, the savings of the total
allocation for depreciation has no effect on the adjustments budget.

Finance Charges

The current savings on the finance cost is caused by the misallocation of the
finance cost transactions in the general ledger. All the misallocations will be
identified and corrected during the data cleansing process that is ongoing.

Other Materials

In terms of MSCOA, Repairs and Maintenance is split between Other expenditure
and Contracted services. For the first quarter, the municipality has overspent by
48% against the budget on Contracted services.

CASH FLOWS

201516 2016/17 201718 2018/19 2019/20

1105832667 1020237506 1004865840 1113904000 492481000

OUTFLOWS 1076121223 1096 341123 831074031 1631343000 378245000
SURPLUS/
{(SHORTFALL) 29711444 -76 103 617 173 791 809 -517 439000 114 236 000
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The municipality has made improvements of 21.63% in cash inflows in the first quarter of
the current financial year compared to the same period last year, however the related cash
outflows has escalated by 13.13% for the same periods comparatively. Although the cash
inflows appears positive, there is a contribution from unspent conditional grants on the
cash available at the end of September 2019.

1.4. CAPITAL EXPENDITURE

2015/16 2016/17 201718 2018/19 2019/20
Budget
410 867 218 368 557 000 362 059 975 301 162 595 286 804 518
Actual
Expenditure 365 259 666 318 845 695 290 548 713 252 869729 57 783 253
% spent
88.90% 86.51% 80.25% 83.96% 20.15%
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The municipality has spent 20.15% of its capital budget in the first quarter of the current
financial year compared to 23.47% that was spent during the same period last year. The
management committee is closely monitoring the implementation of the capital budget on
a monthly basis, however, in the first quarter the committee has been focusing more on
the implementation of the grant funded projects.

1.5. IMPACT OF THE NATIONAL AND PROVINCIAL ADJUSTMENTS BUDGET

The municipality has been allocated the following grants from National/Provincial
governments, most of which are roliovers from the previous financial year:

e Shared legal services grant = R1000 000
+ Disaster recovery grant = R20 237 000
o District Growth and Development Summit= R 116 663

1.6. 2019/2020 ADJUSTMENTS BUDGET

Regulation 23(3) of the Municipal Budgeting and Reporting Regulations states that if a
national or provincial treasury allocates or transfers additional revenues to the municipality,
the mayor of the municipality must table an adjustments budget to Council as per
$28(2)(b) of the MFMA to appropriate these additional revenues.

The decline in the revenues also requires the municipality to adjust its expenditure
estimates downwards to ensure that the operating surplus is maintained. It is also critical
for the municipality to re-allocate funds from slow moving projects to other projects in order
to reach the acceptable expenditure levels as well as to avoid unauthorised expenditure.

The municipality has appropriated the additional grant income of R21,3m in the
adjustments budget. The municipality has also decreased its budget on the following items
to cater for cater for its annual budget that is currently unfunded:
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e Bulk water purchases
¢ Repairs and maintenance
¢ Other operational expenses; including

> Local Economic Development projects
» Disaster Management projects

> Special projects {(mayoralty)

» Electricity

» Fuel and Qil

> Subscriptions and memberships

» Performance management system
> Flags and signage

» Training and work-study

> Meetings and logistics

» Travel and accommodation

» Adveriising, and

» Telephone

o Capital budget (internally funded)

ANNUAL REPORT 2017/2018 CHALLENGES AND PROGRESS IN RESOLVING
THE PROBLEMSTHAT WERE IDENTIFIED IN THE ANNUAL REPORT

The Annual Report 2017/2018 did specifically identify key challenges and
constraints experienced; the following focal areas of municipal performance were

highlighted:

NO. | KEY CHALLENGES PROGRESS MADE CONSTRAINTS

1. |There were delays in]The requested rollovers | None.

some projects, which | were approved and
resuited in motivations for | expenditure is ongoing.
rollover submissions to | Current year spending is
the National Treasury as | being closely monitored to
per the Division of] prevent rollovers.
Revenue Act. The
outcomes of the requests
for rollovers are still
awaited.

2. Lack of capacity to review | The projects have been | Budget
the Spatial Development | identified for outsourcing. | constraints.
Framework (SDF) and the | Provincial Cogta has also
Land Use Management | been requested to assist.

System (LUMS).

3. |The creation of job| Current SCM Policy is under | Strict legislation
opportunities through LED | review to see how co-| limits the
initiatives remains very | operatives and SMMEs can | participation of
challenging be catered for in the tender | co-operatives

processes. and SMMEs in
municipal
projects.

4, Consistently recorded | Programmes are in place
increase in HIV | with the LMs and provincial

prevalence.

heaith to educate on HIV
prevention.




Management confirms that all of the I%81 7/2018 municipal performance focal areas,
continued to receive adequate time, energy and attention.



REVENUE
Grants and Subsidies

Service Charges

Other Income

Total Revenue

EXPENDITURE
Employee related costs

Remuneration of councillors

Debt impairment

Finance charges

Depreciation & asset impairment

Bulk purchases

Repairs and Maintainance
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UGU DISTRICT MUNICIPALITY
ANNUAL BUDGET 2019/2020

Equitable share

Municipal Infrastructure Grant

Water Services Infrastructure Grant

Finance Management Grant

Expanded Public Works Programme

Rural Roads Management System
Development Pianning Shared Services Grant
District Growth and Development Summit
Disaster Recovery Grant (New)

Shared Legal Services Grant (New)
Unreconciled amount (to be corrected in the
Adjustment budget

Water
Sanitation

Interest on invetsments
Interest on overdue accounts
Rental and other income

Basic Salaries and Wages
Pension and UIF Contributions
Medical Aid Contributions
Overtime

Performance Bonus

Motor Vehicle Allowance
Cellphone Allowance

Housing Allowances

Other benefits and allowances
Payments in lieu of leave

Long service awards
Post-retirement benefit obligations

Remuneration of councitlors
Debt impairment
Finance charges

Depreciation of Property, Plant & Equipment
Lease amortisation

Other Capital asset impairment

Depreciation resulting from revaluation of PPE

Electricity Bulk Purchases
Water Bulk Purchases

Repoirs and Maintanance

ANNUAL BUDGET

Revised budget

2019/2020 adjustment 2019/2020
792 199 571 -7 205 308 784 994 663
462 844 000 462 844 000
2431038 000 241 038 000
50 000 000 S0 000 000
1 865 000 1865000
4523000 4 523 000
2 821 000 2821000
550 000 550000
0 116663 116 663
o 20237 000 20 237 000
0 1000000 1000 000
28558 971 -28558971 1]
714 454 762 714 254 762
581 217 852 581 217 852
133236 910 133236910
7 395 768 7 399 768
3237937 3237937
1136871 1136871
3024 960 3024 560
1514054 501 1506 849193
383 967 773 383 967 773
246226133 246226133
34100454 34 100454
17 994 300 17 994 300
28 356 839 28 356 B39
1183201 1183201
12894 273 12894273
1521758 1521758
2797 987 2797987
32550015 32550015
4624 745 4 624 745
1718068 1718068
a 0
14091 118 14 091 118
14091118 14091118
0 0
0
1857 094 0 1857094
1857094 1857054
50349 377 0 50 349 377
43956 839 43 956 839
0
6392538 6392 538
0
130 625 000 -30 780 000 99 845 000
130625000 -30 780 000 99 245 000
88 769 000 -5 000 000 83 765 000
88 769 000 -5 000 000 83 769 000



Contracted services

Transfers and subsidies

Other Expenditure
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UGU DISTRICT MUNICIPALITY
ANNUAL BUDGET 2019/2020

Security Services

Cleaning & Hygiene Services

Other contracted services

Poverty alleviation 386 women
Muaintanance of Building Facilities

VTs Contractors

Vehicle Maintenonce

Disaster Risk Assessment

internal Audit Outsourced

Annual Financial Statements ond Audit issues
Mscoa implemantation

External mSCOA Workshops

Cleaning of rivers

Cleaning of Wetlonds

Legal fees

ViPs Toilets

Maobile Chemical Toilet Clearance
Consuiting Chernist

Laboratory Consumaobles

Water Tankers

Feasibility Study Legal Shared Services
Revenue Management & Enhagncemant
Municipal running costs

Accounting ond

Banking Services

Revenue Monagement Services

Information Communication Technology
Municipal

insurance Services

Ugu South Coast Tourism
South Coast Development Agency

Audit fees

Specialised Audit

General expenses

Environmental Management Programmes

Local Economic Development Programmes:
SMME'S

CoOperative Development Programme

Cultural and Heritage Development Programme

Arts Development Programme
Agriculturai Development Programme
Mining Development Programme
Manufacturing Development Programme
Tourism Development Programme
Disaster Management Programme
Fire & Rescue Services

Response to Disaster

Uniform and Protective Clothing
Disaster Education and Training
Municlpal Health Programmes
Special Programmes

Rights of the chifd programmes
Gender Development Programmes
Elderly Development Programmes
Disability Programmes

HIV/AIDS Development Programme
Youth Development Initiatives

ANNUAL BUDGET

Revised budget

2015/2020 adiustment 2019/2020
205 312 190 -4 550 000 201 262 190
28 510000 -880 000 27 630000
2320000 2320000
94 004 740 94 004 740
o
2500000 -1 000 00C 1500000
2550000 2550000
14 000 000 -1 000 000 13000000
1600 000 1600000
570 000 -270000 300000
6 000 000 -200 000 5 800 000
1000 000 1000000
304 000 304 000
0 0
0 0
2 800 000 -200 000 2700000
15 000 000 15 000 000
2700 000 2700000
8 350 000 ~1000 000 7350000
1000 000 1000000
1000000 1000000
a 0
4813 200 4 813 200
0
1173000 1173000
5837 250 5837 250
5480000 S 480000
4 200 000 4 200 000
18 723 363 0 18 723 363
13341956 13 341 956
5381408 5381408
299 141 506 -38 360 503 260 781 403
5 407 500 5 407 500
650 000 650 000
142 170 250 ~24 740 503 117 429747
2 600 000 -600 000 2 000 000
0
500 000 -500 000 0
500 000 -500 000 0
100 000 -100 000 0
100 000 -100 000 0
500 000 -500 000 0
300 000 300 000 0
350 000 -350 000 0
0 0
0
1000 000 1000 000
2 000 000 -1000 000 1000000
200 D00 200 000
500 000 =400 000 100 000
1000 000 -750 000 250 000
0
100 000 -50 000 50 000
220000 -100 000 120 000
200000 -50000 150 000
200 000 -50 000 150 000
300 000 -50 000 250 000
1500000 -1 000 000 500 000
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a2 g National treasury

3 Department:
National Treasury
W REPUBLIC OF SOUTH AFRICA

Privata 8ag X115, Pretoria, 0001,
Enquires; Sefio Mashaba Telk: (012) 315 5183 Fax: (012) 385 6553 emalt: =

Ref: DC21/44

Mr D D Naidoo

The Municipal Manager
Ugu Municipality

P O Box 33

PORT SHEPSTONE
4240

Dear Mr Naidoo

APPLICATION FOR ROLL OVER OF UNSPENT CONDITIONAL GRANTS FOR THE
2018/19 FINANCIAL YEAR

Your letter dated 19 August 2019 refers.

Approval is hereby granted in terms of section 22(2) of the 2018 Division of Revenue
Act, (Act No. 1 of 2018) (DoRA) to retain an amount of R20.2 million allocated to your
municipality in the 2018/19 financial year through the DoRA. This approval is in respect
of the Municipal Disaster Recovery Grant.

The National Treasury in assessing your roll over request used the criteria set out in
Circular 94 of the Municipal Finance Management Act, 2003 (Act No.56 of 2003) as a
guide for the consideration of the rolt over submission by your municipality

The approval amount of R20.2 million is for the following projects:

Gamaiakhe WWT - KLO70001

Melville WWTW - KL0O70002

St Helens Rock - KLO70003

Port Shepstone No. 2 Sewerage Pump stations - KLO70004
Port Shepstone 10 and 11 KLO70005

Uvongo WWiw - KLO70007

Sewer - street river crossing - KLO70010; and

Nkonka - KLO70027
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The National Treasury advises your municipality to adjust your grant income projections
according to section 28 of the Municipal Finance Management Act, (Act No. 56 of 2003)
by passing a municipal adjustments budget. In this regard, please take note of the
requirements of section 23(1) of the Municipal Budget and Reporting Regulations
(Government gazette No. 32141 dated 17 April 2009) which provides for dates by which
a Municipal Council should pass an adjustments budget.

All approved roll overs must be reported on a separate reporting template which will be
issued by National Treasury. Further, all monthly roll over reports must also be copied
to your respective provincial depariments (provincial treasury and provincial local
government department).

NB: This process only covers the 2018 DoRA allocated amounts.

Kind regafds,

3.1 ]-L—-hll-k/‘.gs\.
MALIJENG NGQALENI
DEPUTY DIRECTOR-GENERAL: INTERGOVERNMENTAL RELATIONS

ate: o ‘lc:] g.o;a‘
CC: Office of the Auditor-General

Page 2 of 2



145 Chiet Albert Luthuli Streat

£ ., treasury P18 8th Floor, Treasury House
B Department Private Bag X9082
- Treasury Pietermaritzburg 3200
o PROVINCE OF KWAZULU.NATAL Tel: 033 897 4200 - Fax: 033 342 4662
o OFFICE OF THE HEAD OF DEPARTMENT l
Date: 10 October 2019
Enquiries: Mr F. Cassimjee
Our Ref: 11/6/13/8(DC21)-2019
THE MUNICIPAL MANAGER
UGU DISTRICT MUNICIPALITY
PO BOX 33
PORT SHEPSTONE
4240
FAX NO: 039 682 1720
Dear Mr. Naidoo

APPROVAL OF ROLLOVER REQUEST

Having consulted with the transferring department, the Department of Cooperative Governance and Traditional
Affairs has indicated that they have no objection with the approval of the rollover of the Unspent Funds as per
the attached letter dated 30 September 2019. In light of this, approval is hereby granted in terms of Section 9(2)
of the KwaZulu-Natal Appropriation Act, 2018 to retain an amount of R 116 663.00 allocated 10 your
municipality. This approval is in respect of the following Grant/s:

» District Growth and Development Summit - R 116 663.00

Provincial Treasury advises the municipality to adjust the grant income projections for these grants according to
Section 28 of the Municipal Finance Management Act by passing the Adjustments Budget. In this regard please
note the requirement of Regulation 23(3) of Municipal Budget and Reporting Regulations which provides for
dates by which a municipal council should pass an Adjustments Budget.

LA

Mr. L S Magagula
HOD: Provincial Treasury

Yours fai y

Cec. Chief Director: Public Finance
Chief Director: Municipal Finance
Director: Municipal Finance (Specialist)
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e P ’ Tel 427 33 3062219

Departreent: Postal. Private Rag X 9078, Platermaritzbung, 3200
Cooperative Govemeance and Tmditional Affaire °"h-l ""‘%“3"5’?“ Langahalsls Strest,

PROVINCE OF KWATULU-NATAL

OFFICE OF THE HEAD OF DEPARTMENT: STRATEGIC PLANNING, MONITORING AND EVALUATION

Enquirtes: L. HENMAN My Raeference; Date:
imibuzo: Inkoemtm Yamt: T a—_— Usidg; 200972019
Navrae: My Verwysing: Datum:

e e—
Grant Ref: 2018DGAD SUMMIT1

TO The Head of Depariment
Provinclal Treasury
P.O. Box 3613
PIETERMARITZBURG
3200

ATTENTION: Mr L.S. Magagula

SUBJECT: SUPPORT FOR ROLL-OVER REQUESTS: UGU DISTRICT MUNICIPALITY — DISTRICT
GROWTH AND DEVELCPMENT SUMMIT

The Department of Cooperative Govemance and Tradltional Affairs hereby supports the request for the roll-
over of grant funding as follows:

1. Roll-over from 2017/18 Financlal Year:
A) District Growth and Development Summit
Grant amount: RS00 000.00
Amount for Rol-over: R118 883,00 es at 30 June 2016
When completed, please forward a copy of your letter to Ugu District Municipality for our record purposes.

Yours falthfully

MR B.W. NDLOVU
CHIEF Fi CIAL OFFICER
Departmant of Cooperative Governance and Traditional Affalrs

Date: 30 September 2018

s mcoscmarmers 3
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UGU District Municipality
{Regisiration numbsr DC21)

Annual Finscial Stetsments for the yeer ended Juns 30, 2018
Notes to the Annual Finacial Statements

Flgures in Rand 2018 2018
Rastated®

14. Long-lsrm labiliGes

Atamortisad cost

The o anmnuity ians period varying from 1 to 15 (2018: 1 to 13) s e

and ot Intesest raina varying from 2,86% to 11,51% (2018: 2,65% 1o 93,6194)

par annum. Annulty loans sse not ssoured

Refer to Appendix A" for mome detall on axtemal loane.

Nen-current BabilNes

Al amortised cost €0,837.218 84,028,340

Curtent Bablifies

Atamartised cost 24,190,707 22 472,868

16. Payables from exchangs transactions

Trade peyables 222,190,041 58,265,080

Othar credinrs B56,516.331 74840018

Refentions 76,333,068 84675452

Sulf borusas 13,053,138 12818820
387,092,300 219,504,558

18, VAT puyable

Tex rofunds puyables 45,658,550 9,547,813

17. Consumer daposita

Watar 21,883,801 21,084,858

Gusranisss held in leu of water depoelta - 451,880

No Inierest is peid on customer the water deposits held.

14  Unspant conditional grante and recelpty

Unspant conditional grants and recelpts comprises of:

Unspent conditional grants and recsipts

Disasier Management Grant 20,257,000

Unsport granis 18 1,000,000 .

Growth Dovelopment Bammit - 146603 118,683

21,383,683 118,603

WBovemant during the year

Balance st the bagiming of the year 118,883 400,000

Additions during the year 756,180,000 714,238,000

Intxme recognifion during tha year {734843,000)  ({714,510,337)

21,353,883

116,803
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Kwa Zufu-Natal Tel: (038} 488 5281
South Alrice N y Pax: (036) 682 1720
Ugu Distrik Munisipatiteit Upu District Municipaiity Ugu Umasipala Wesifunda

OFFICE OF THE MUNICIPAL MANAGER

Enquires: M8 F Mbill 18 July 2018
039 688 5861

Mr T.T. Tubane

Head of Department

KZN Department of Cooperative Govemance and Traditional Affairs
330 Langaltbalele Streat

Pletarmaritzburg

3201

Emall: thando tlubans@kencoria gov za

Dear Mr Tubana

The Ugu District Municipailty recelved a Growth and Development Strategy grant funding from your
department amounting to R300 000 towards the end of the 2017/2018 Financial Year.

The grant was approved in order to hold a District Growth and Developmaent summit as well as a
district lekgotia, with sll EXCOs and Amakhosi.

The latter was overtaken by events when It was postponed, and we wish to redirect the remaining
funds to popularise the strategy further as indlcated below:

PARK RYNIE: (030} 678 1333 PORT SHEPSTONE: (03) 88BE700  OSLO BEACH: (D39) 588 5830  HARDING: (039) £33 1503

24 HOUR CUSTOMER CARE CENTRE: (030) 6388 5830
werw.uguorgTa
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ACTIVITY MILESTONE FINANCE NEEDED
Flyers {to be developed and R 8 000
circulated)

Communication Radio advertisements R20 000
Newspaper advertisements R15 000
Organised agriculture x 4 R 2 500
Chamber of business x 4 R2500

Stakeholder Amaekhosl R 2 500

engagements Informal sector x 4 R 2 500
Religious fralemity | R 2500

Printing of the strategy R50 000

TOTAL R108 500

The District municipality confirms the avallabliity of R118 662 In the DGDS vote. This Is hereby
requesting a rollaver of the funds fo the 18/20 Financial Year.

Yours faithfully

D D NAIDOO
MUNICIPAL MANAGER

PARK RYNIE: (039) 878 1333 PORT SHEPBTONE: (029) 680 5700 OSLO BEACH: (035) 608 6620 HARDING: {036) 433 1683

24 HOUR CUSTOMER CARE CENTRE: (039) 688 5830
wwaw.Lgu.ong.za




145 Chiet Albert Luthuli Street

\, treasury P23 Bth Fioor, Treasury House
Department Private Bag X9082
Treasury Pieteremaritzburg 3200
PROVINCE OF KWAZULU.NATAL Tek: 033 897 4200 - Fax: 033 342 4662

S OFFICE OF THE HEAD OF DEPARTMENT |

Date: 16 October 2019
Enquiries: Mr F. Cassimjee
Our Ref: 11/6/13/8(DC21)-2019

THE MUNICIPAL MANAGER

UGU DISTRICT MUNICIPALITY

PO BOX 33

PORT SHEPTONE

4240
FAX NO: 039 682 1720
Dear Mr. Naidoo

APPROVAL OF ROLLOVER REQUEST

Having consulted with the transferring department, the Department of Cooperative Governance and Traditional
Affairs has indicated that they have no objection with the approval of the rollover of the Unspent Funds as per
the attached letter dated 03 October 2019. In light of this, approval is hereby granted in terms of Section 9(2) of
the KwaZulu-Natal Appropriation Act, 2018 to retain an amount of R 1 000 000.00 allocated to your
municipality. This approval is in respect of the following Grant/s:

e Shared Legal Services~R 1 000 000.00
Provincial Treasury advises the municipality to adjust the grant income projections for these grants according to
Section 28 of the Municipal Finance Management Act by passing the Adjustments Budget. In this regard please

note the requirement of Regulation 23(3) of Municipal Budget and Reporting Regulations which provides for
dates by which a municipal council should pass an Adjustments Budget,

wled

Yours fai

Mr. L S Magagula

HOD: Provincial Tressury

Cc.  Chief Director: Public Finance
Chief Director: Municipal Finance
Director: Municipal Finance (Specialist)
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Department; Prvam Sp X 072, Pistemrartubury
Cooperafive Covernance and Traditional Affairs s, ” e ummm
PROVINCE OF KWAZLLU-NATAL

OFFICE OF THE HEAD OF DEPARTMENT: STRATEGIC PLANNING, MONITORING AND EVALUATION

__ < ———

m - HBAN ln:lymmhu Yaml: E-mall BEpghenmonRicncomia poven 3:::1: sanoRaty
Navmae: My Varwysing: Datum:
" Grant Ref: 2016SLSC1

TO ¢ The Head of Department

Provinciel Treasury

P.O. Box 3613

PIETERMARITZBURG

3200

ATTENTION: Mr L.S. Magagula

SUBJECT: SUPPORT FOR ROLL-OVER REQUESTS: UGU DISTRICT MUNICIPALITY - SHARED
LEGAL SERVICES

The Depariment of Cooperative Govermnance and Traditiona! Affairs hereby supports the request for the roll-
over of grant funding as follows:

1. Rollkover from 2018/18 Financial Year:
A) Shated Legal Services
Grant amount: R1 000 000.00
Amount for Roll-over: R4.000 000.00 as et 30 June 2018
Whan completed, please forward & copy of your fetter to Ugu District Municlpality for our record purposes.

Yours falthfully

MR . NDLOVU
CHIBF FINANCIAL OFFICER
D ent of Cooperative Governance and Traditional Aftalrs

Date: 03 October 20119

e : ¥
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PO Box 33, Part Shopatone £240 2% Comor Birest

1w Zaufinta) Tuk (036) 028 5704

Bouth Afries Pma (039) sax 1720

Ugu distelic Kunisipaiitess Lgu District Municipattty Ugn tmasipala Weslfunda
OFFICE OF THE MUNICIPAL MANAGER

Distriot Municipailty mosived g fund amadnting to R 4 000 000.00 from deperiment for the
mwmhﬂnmmmmﬁm your

mmmmmhhmmws 2019.The tander brsfing wag
acheduied fer § May 21710, i/

The munddpaiy in mmmcoemmmmmmm-t Cotshawo Dieirict
mﬁnhﬂur-hﬂaﬂmmmmmudﬂnmuﬁ. o

W.Mhblmtﬁnmmrpmddummmommh wae dus o the fact that
fhere have boen mmmmmdmmmmmuﬂnmmaﬂ

Asan of the wa note that our Pansl was advertiesd i 2010 and of tha time of the
mmmmmmmmuu ne! bide, i is ux a mmﬂummmmm“
mdhmmdemmﬂwumhmmuaumm

FARK RNIUE: (339) 97 1333 PORT SHEPSTONE: (235) 828 K700 0010 BRASH: {re9) 008 Mol HANDING: (028 £33 1032

- L U A A | A 2T N

24 HOUR CUSTOMER CARE CENTRE: (039) 888 5850
mw




P26

Thopmdnfuﬂomy.bldommmezma.nhmmuhmdm
mwyhmmﬂnmuyuhmnmdﬂumdm bid with no proper axiansion
pﬂwbhuﬂy.ﬂohmdmnﬂvhdwamﬂmﬂn mMMhMMhmanhﬂd

In July 2019 we mnmmTAhmhanhmMummldMﬂmndﬂum
daveliopments. mm-mm-m;ndmw-nsmmwmmmumqm
;:unudﬁmﬂmﬂrmunpurdﬁhmmnq&hﬂnnhﬂauﬁmmﬂhqmm
mmmnmmkﬁbnnod b&ﬂﬂukmmumﬂmh our datubass on

mmhmmmmummuummmmnwhnm
m.whmmmm-ammmwnmmqudm

i L

MR M DLAMING
CHIEF FINANCIAL OFFICER MUNICIPAL MANAGER

T 24 HOUR CUSTORER CARE CENTRE: (038) 268 5830~~~
WAPZE rrg e
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treasury

Department:
Treasury
PROVINCE OF KWAZULU-NATAL

BILATERAL ENGAGEMENT ON THE 2019/20 SPECIAL ADJUSTMENTS

BUDGET OF THE UGU DISTRICT MUNICIPALITY
DATE: 29 OCTOBER 2019,

AGENDA

Item

Topic

Responsibility

Meeting Formalities

1.1 Opening and Welcome ‘L

1.2 Apologies
1.3 Circulation of Attendance Register -
1.4 Adoption of Agenda

Chairperson
(KZN PT)

2019/20 Special Adjustments Budget Presentation by the Municipality

o Adjustments made to the 2019/20 Approved Budget

o Funding Position of the 2019/20 Special Adjustments Budget (Tables B7&
B8)

o Funding Plan

MM/CFO

Funding assessment of the 2019/20 Special Adjustments Budget

o Findings on the 2019/20 Special Adjustments Budget
o Funding Assessment — Tables B7 & BB
o Assessment of the Funding Plan

KZN PT

Closure

Chairperson
(KZN PT)

Page 1 of |
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Annexure A ngh Ievel Assessment of the 2019!20 Adjustmets Budget -
Table 1: General Compilance - 201820 Adjustments Budget _ b iE T = asi:

| ; e i Comments

No. ,l Key Focus Areas | YesINoI {f required)

| : N/A _

1 !Has the Adjustment Budget been tabled and submitted using: |
|_ schedule B Municlpal Adjustments Budget Version 6.37

Format as per the Municipal Budget and Reporting Regulations (MBRR}

2 |Has the municipality prepared the Adjustments Budget In the prescribed formatand |- il
included the content as stipulated in the MBRR - Schedule B of the MBRR? I I

Part 1 - Adjustments Budget
- Table of contents
| - Mayors report
| - Resolutlons

- Executive summary
- Adjustment Budget tables {Fully completed as per the prescribed Schedule B
| format)
i Part 2 - Supporting Documentation e R SRR
Explanations or descriptions of the following are required only where applicable: Ritpodi ';'\ hifa JRHE Shpte

- Adjustments 1o budget assumptions
- Adjustments to budget funding

- Adjustments to expenditure on sllocations and grant programmes
- Adjustments 1o allocations or grants made by the municipality
- Adjustments to councillors and board member allowances and employee benefits

| - Adjustments 1o Service Delivery and Budget implementation Plan
i - Adjustrnents to capital expenditure
-

- Other supporting documentation

- Municipal Manager's quality certification
Has the municipality

! 3 |Hasthe municipality published the Adjustments Budget on the municipal webslte in |
| accordance with MFMA Section 75(1)a)? !
! |

4 |Does the Schedule B reconcile to the related mSCOA data string {AD1B) submitted? | |

5 |Does the Original Budget on Schedule 8 reconcile to the Original Budget on Schedule
A?

& |Have all allocations as per DoRA and Provincial Estimates been included in the
Adjustments Budget?

{7 |Have the major errors and Issues Identified in the approved 2019/20 Original Budget
and the assessment of the Mid-Year Budget Performance and Assessment Report
been corrected in the Adjustments Budget?

{Including addressing funding position concern raised on the 2015/20 Original Budget
| for those munictpalities that did not already table an Adjustments Budget)

| 8 |Is the 2015/20 Adjustments Budget Funded according to Regulation 22 of the MEBRR? !

9 |Ad]ustments Budget Summary -
To ensure accuracy of the information captured in the columns, verify the following:

1. Prior Adjustment - Must be completed only if a previous adjusted budget had been :r |
approved in the same year. |

2. Accumulated Funds - Additional cash-backed accumulated funds/ i
unspent funds {MFMA Section 18(1)(b) and Section 28{2)(e}}, identifled after the |
Original Budget was approved and after the Annual Financial Statements were
audited,

3. Multi-Year Capital = Increase of funds approved under MFMA Section 317

a. Unforeseen/Unavoidable — Adjustments approved in accordance with MFMA
Section 297

i 5. National and Provincis! Government — Adjustments to transfers from National and
Provincial Gevernment.

6. Other Adjustments — Adjustments propased to be approved Including revenue
under-collection {MFMA Section 28(2)(2)} and additional revenue appropriation on | 1
existing programmes {MFMA Section 28{2)({b)) projected savings (MFMA Section
28(2}{d)) and error correction {MFMA Section 28{2}(f}).




Table 2: Adjustments Butiget Financial Performance - Operating Revenue and Expenditure - (Table B4)

Description Original Section71 | Adjusted Incresse!  |Comments
Budget Report Budget {Decrease)
R thousand [YTD {Original vs.
Actusl) Adjusied
Budgel)

Revenue By Source i

Property ralss - = = Z

Service charges - electricity revenue - i - -

Service charges - waler revenue 581218 107 080 581218 -

Service charges - sanilalion revenue 133237 35957 133 237 -

Service charges - refuse revenue - - -

Rental of facitilies and equipment 740 223 740 -

Interesi earned - external investments 3238 3056 3238 -

Intgrest eamed - outstanging deblors 1137 | 1 A1) 1137 -

Dividends recaived - - - -

Fines, penalies and forfeits 8 - g -

Licences and permits 500 wi'r 500 -

Agenty services - il - -

Transters and subsidies 555005 452388 547 830 (7 205)|This adjusimen Is in line with the Provincial Treasury's recommendations ini the 201920
Approved Budget feedback letler dated 16 July 2019, wherein the municipality wes
advised to ensure that ihe budgeted amount for Transfers and subsidies agrea (o the
2019 Division of Revenue Act (DoRA) and the Provincial allocations pazette No. 2062
daled 28 March 2018. The municipality also adjusted this line item for 2018/ approved
'mlilavers, which amounied 1o R21.3 million. The following 2018A9 Unspent conditional
lgrants were approved [0 be rolled over 1o the 2019/20 financial year:

. R20.2 million for Municipal Disaster Recovery Grant

. RY miliion for Shared Legal Services Grant

. R16 663 for District growih and devetopment summit grant
ALY A

Crther reveniue 1778 L% 5677, 1778 -

Gains on disposal of PPE -} = - -

Total Revenus (excluding capital 1276 950 514360 {269 745 (7205}

transfers and contributions} 3

Expendiiure By Tvpe BRI

Employee refated costs 383968 | . 151707 383968 -

Remuneration of councillars 14091 [~ 02823 14091 -

Debt imparment - [ReEERS - -

Depreciation & assel inpaimant 50349 | gLEEEHN 50349 -

‘Finance charges 1857 |1 =542 1857 -

Bulk purchases 130625 | 32816 99645 {30 780) [During the engagements hetd on 15 October 2019, 22 October 2019 and 24 October

b s 2019, the municipalily indicaled that they anticipale & saving under thls ling itsm &s they
Br o % will be implementing stricl controls to curb water losses.
Other malerials 1268 | 52T 4176 11268 =
Contacled services 205812 | - 776139 01262 {4 550)| The municipality atiributed this downward adjusiment to the implementation of Cost
W cutiing maasures In order to ensure thal the current year budgel ks funded.

Transfers and grants 18723 [R 18723 -

Other expeniture 3765642 94 463 333282 {43 361)| The municipality attributed this downward adjustment to the implementation of Cost
cuting measures in order lo ensure thal the current year budget is funded.

Loss on disposal of PPE - i - -

Total Expenditure 1193337 " 366384 1194 645 {78 691)

Total Revenue {excluding capital translers 1276950 G360 | 1269745 {7 205}

and contributions) [

Total Expenditure 1193337 366 384 i 1114646 {78691)

SurplusiDafich} BIEI3| 247976 | 155088 74485
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Table 3: Adjustments Budget CapHtal Expenditure by Standard classification and funding - (Table B5) & REM/Renewals - {Table SB1, B9 and SE18(bj(c))

Description Origina! Sectlon?1 | Adjusted Increase! |Comments
Budget Report Budget {Decrease)
R thousand D {Original vs.
Aciual) Adjusted
Budgel)
LCaplts) Expendhture.
Governance and administration 26500 | 3525388 6800 {19700}| The municipality atiributed this downward adjustmenl to the implementation of Cosl
cutting measures in order to ensure that the cument year budget is funded.
Executive and councl 500 - 500 -
" Finance and administration 25000 | 3526388 6 300 (19700)
Intemat audit = - - - - il
Community and public safety - - - -
Community and soclal services - - - -
Sporl and racreation - - - =
Public salsty = - - -
Houwsng — = = -
Health - = - -
Economic and environ. services 75 1290 253 {500){Reler to the cormant above
Planning and development 253 7 1380 253 -
fload fransport - - - -
Environmental protection 500 L= - {500)
Trading services 253 551 853 442 207 701 (1 ﬂSD)IRafer to tha commenl abova.
Energy sources - T = - |
Waler management 213565 769183 207 D65 E]|
Wesle water management 45986 | i 80259 40636 {5 350)
Westz management - - - -
Other - L ) - -
Total Capitel Expandiure - Standard 286 805 4387354 254755 {32 050} |Refer to the comment ebave.
Funded by: ghal oy N
National Government 2357105 B55.546 237 105 -
Provincial Government - e = - -
Disfrict Municipality - | SESa () - -
Cther ransters and grants - S = -
Transfers recognised - capitsl [TI05 | 9| 237105 -
Public contributions & donations - R - -
Borrowing - | - -
Intemally generated funds 49700 [ T3545E78 17 650 {32 050) | Refer lo tha comment above.
Total Caphial Funding 266805 | 4 4021192 254 765 {32 050}
Ty
Repalrs and maintenance 88769 “45956 B3 769 {5 000} | Refer to the comment above.
(Table SB1Bfc ) i i
Renewal of existing assets 129686 | 2822328 129686 -
(Table B3 & SB18(b))
Upgrading of existing assets - (367 191) - -
(Table S818(e)
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Table 4; Adjustments Budgets Cash Flow & Cash backed reserv
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el
i 1

eslaccumulated surplus reconclliation - {Table B7 & BB)

Description Original Bection 71 Adjusted | Increasel |[Comments
Budget Report Budget Decreass
R thousand {Y1D (Original vs,
Actual} Adjusted
Budgef}
e ———
CASH FLOW FROM OPERATING ACTIVITIES
Raceipts i
Property rates, penatties & coliection charges - I | - -
Service charges 429 356 436 584 094 154737 |Tha municipality has attributed the upward adjustment on this ling iler to the
incomect budgeting during the Approved Budget process.
Other revenue 3643 - 3025 (618}}The municipalily has attribulad the downward adjustment on this line ltem to the
|incomect budgeling during the Approved Budgst process,

Govemment - operating 487603 186 581 472603 (15 000)| This adjustment is In line with the Provincial Treasury's recommendations in the
Approved Budgel feedback ietter dated 16 July 2019, where in the municipality
was advised io ensure that the budgeted amount for this line ftem is in line with

B 2019 DoRA and the Provingial allocations gazette No. 2062 dated 28 March
2019.

Government - capital 276038 - 291038 15000 [Refer Io the commenl above.

Interest 4284 - 4168 {116)[ The municipality has etiributed the downward adjustmeni on this line item 1o the
incomect budgeting during the Approved Budget process

Dividends - - = -

Payments ¥

Suppliers and employees [B00511), (3537B5)| (1043726) {243 215){ The municipality has attributed the upward adjustment on this ling ilem to the
|incorrect budgsting during the Approved Budgel process.

Finance charges R R L - -

Transfers and Granks (18723) = (18723) -

NET CASH FROMA{USED) OPERATING TN {176 997) 290621 (29 213)r
ACTIVITIES Lol
"CAGH FLOWS FROM INVESTING ACTIVITIES
Recalpts ] i
Proceeds on disposal of PPE - | = -
Decrease (Increase) in non-cument deblors 618 - 3 (284){The municipality has attribuled the downward adjustrnenl on this lins item to the
e | incomecl during the
Decrease (increase) other non-cument rec. - ‘L -27R5 - -
Detrease (introgsa) kn non-cument invest. - )] = -
Payments o e
Capiia! assets @seTdy| - (254 755) o7 987 |This adjustment is in line with the adjustments made in Tabls BS. )
NET CASH FROMIUSED} INVESTING (352123) 2760 (254 420) 97 703
ACTIVITIES tr
CAGH FLOWS FROM FINANCING ACTIVITIES %
Recelpts e B : T
Short term loans - | = - -
Bomowing long lemvrefinancing - R - =
Increase {decrease) in consumer daposits 881 {21759) 475 1406)| The municipality hes attribuled the downward adjustment on this line ftem lo the
ncorrer! budgeling duning the Approved Budgel process
Payments | T
Repayment of bormowing (24305) - [24:200) {24 305) =
NET CASH FROM/(LUSED) FINANCING (23 424) [45958) {23 830) {406}
ACTIVITIES 14 Y
NET INCREASE/ {DECREASE) IN CASH HELD 4286 |~ (220195) 12370 8084 |Tha municipality has budgeted R12.4 million for the Net increase in cash held
during the 2049/20 Adjustments Budgst process. This Indicates that the cash
receipls for 2019/20 are sufficiont {o cover the budgsted expenditure and the
budgsted cash requirements. The municipaiity is advised closely monitor the
budgel implementation fo ensure that there is no Unauthorised expanditure.
Cash/cash equivalents at beginning: 51508 . {252) 62593 10684 [This adjustment is In fing wilh the 2018/19 Unaudiied Annual Financial
| E Stalements.
Cashicash equivalents at monthiyear end: 561485 | - (220 448) 74963 10 768
Cash backed reserves/accumulated surplus reconclliation
Cash and investments svaliably
Cashicash equivalents f the year end 56185 | (220448) 74963 16768
Other cumeni hwvestments > 80 days (51 909) - 0 51809 This adjustment is In line with the Provincial Treasury's recommendations in the

Apsroved Budget feedback letter dated 16 July 2019, where in the municipality
was advised to ensure that the Cash and cash equivalents in Table B7 (Cash flow
stalement) agrea to those reflected in Table BE (Balance sheel).
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Description Original Section 71 Adjusted Increase! [Comments
Budget Report Budgel Decrease
R thousend 1D {Original vs.
Actuaf) Adjusted
Budget)

Non cument assels - Investments - - - -

Cash and investments available: 4 286 {220 448) T4 563 Toen
Applications of cash and investmants

Unspent conditicnal ransfers 2264 - 24 962 22 697 | The municipality budgeted for Unspent conditional fransfers amount of R25
million, which i In fine with the 2018/19 unaudited AFS.

Unspent bomowing - - 5 -

Stalutory requiements 7454 B 1] 7 454)

Other working capital requirements ;. (8 158) - 395 658 404 816 {The municipality budgeted R396.7 million for Other working capitel requirements,
which does nol agrea to Provincia! Traasury's recalculation of R270.3 million. This
difference was caused by the fact thal Consumer debtors and Trade & other
credilors were overstated in Teble B6 . The budgeted Debtors are R329.1 million
as per Table 86, which does not agres lo Provincial Treasury's recalculated
amount of R187.2 million resulting in the difference of R141.8 million. The
budgeted Creditors are R565.5 million as per Table BS, which does not agres to
Provincial Treasury's recalculaled amount of R423.5 million resutting in the
difference of R242 million. The municlpality should correctly budgel for balance
sheel ilems in Table BE In order to reflect a realistic cash position in Table BS.

Other provisions 2450 - 861 6161

{ong tarm investments commiftied - - - -

Reserves to be backed by cashinvestments - - - -

Total Application of cash and Investments: 4010 - 430 230 426 220
Surplus(shortall} 76 {220 448) {355 267) {355 543) [Based on the Cash shortfall of R355.3 million, your municipaiity's 2019/20

Adjusiments Budgel appears {o be Unfunded




Dascription Original Section T Adjusted Incresse!  |Comments
Budget Report Budget {Decrease)
R thousand {iD [Original vs.
Actual) Adusled
Budget}
RECEIFTS:

National Government 472 053 - 472053 -
Local Govemment Equitable Sham 452 844 - 452 844 -
Finance Managemeni Grant (FMG} 1865 - 1865 -
Expanded Public Works Programme 4523 - 4523 -
Integrated Grant (Municipality)

Rural Roads Asset Management 81| - 281 -

Provinclal Government 550 - 550 -
Developmen Planning Shared 550 - 550 -
Services

National Government 21028 - 01038 -
Wamicipal Infrastructure Geant (MIG) 240038 | - 241038 -
Water Senvices Infrastruciure Granl - 50000 -

Provinclal Govesnment
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Ugu District Municipality

UGU DISTRICT MUNICIPALITY
STRATEGY ON COLLECTION
OF OLD DEBT, FUNDING PLAN
FOR OUTSTANDING
CREDITORS, COST
CONTAINMENT MEASURES
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INTRODUCTION:

The following strategy has been developed to address among other issues the following: -
¢ The unfunded 2019/20 budget
* Payment of outstanding creditors carried over from the previous year
* Cashflow challenges/Revenue Collection
¢ Cost Containment Measures as per regulations NOTICE 3170f 2019: Local Government: Municipal
Finance Management Act, 2003 Municipal Cost Management Regulations, 2019

The current 2019/20 budget has been adjusted to reflect a fully funded budget in accordance with the
MFMA, as per the attached budget and supporting documentation, the 2019/20 budget shows a revised
surplus of R87 million (2019/20 original budget = R1 million surplus).

To address the payment of outstanding creditors the municipality has identified the outstanding debt book
{R591 million) as a primary source of income. This exercise is envisaged to span over 18-24 months. Further,
the municipality needs to simuitaneously enhance its revenue collection to ensure financial viability. The
revenue collection strategy appearing hereunder is expected to talk to both these matters.

To ensure that service delivery is not negatively impacted upon cost containment measures as per the
relevant legislation will be implemented to restrict and control all non-essential expenditure as per the
municipal cost containment strategy.

DEBT COLLECTION STRATEGY
No | Issue Solution Timeframe
1 INSTITUTIONAL Appointment of a formal ACTING Manager Revenue from | Immediately
ARRANGEMENTS INTERNALLY (Supervisors in Revenue)
COLLAPSE IN REVENUE MM

This internal recruitment is motivated due to support
being received and knowledge already in place regarding
processes and weaknesses.

To be FULLY compensated
2 Implement the latest Revenue Collection Plan and the On
Credit Control and Debt Collection Policy appointment
of Acting
Monitor the implementation of the above through with Revenue
weekly progress reports submitted to Manco Manager
Acting CFO
Acting
. Manager
i Revenue
Task Team

Put together a support structure for revenue in the form Immediately
of a Task Team compromising of;
Acting Manager Revenue (chair) MM
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Manager Cash Management
Manager Budget

Manager FMSS

Manager Customer Relations
Manager ICT

Manager HR

Water Services Manager

Other support staff
The role of this task team is to support the Acting

Manager and to hold sessions regarding implementation
of support required and strategy

Internal communication to ALL Revenue Management Upon

Staff giving direction on the process forward. appointment
of Acting

HR to work on a process / training / workshop on staff Revenue

morale improvement at all levels in Revenue Manager
MM
Acting CFO
Acting
Manager
Revenue

Revenue and Cash Management to meet weekly with Weekly -

Financial Management Systems weekly to discuss system | ongoing

related issues (sage)

Review the latest Revenue Collection Plan, if needed after
implementation monitoring

31 December
2019

A schedule of roadshows should be developed, and should
include Councillors, to educate the public about the
importance of paying for services. The Speaker of the
Council to deploy the relevant Councillors to the
Roadshows.

These roadshows should specifically target the areas that
are not paying their accounts. This will also assist in
efforts to collect correct customer contact details

A separate allocation in the adjustment budget will be
required for compensation to Revenue Staff that will be
attending the roadshows after hours and weekends.

Encourage customers to pay their accounts via all social
and other media platforms available to the municipality,
including the municipality’s website.

November
2019

Acting CFO
Acting
Manager:
Revenue
The Speaker
Manager
Public
Participation
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8 Delays in issuing of Ensure timeous billing and sending of invoices to Ongoing
disconnection notices customers
and letters of demand Acting
Prioritisation of payment for Windeed, Inside data and Manager
Post office invoices Revenue
Managerial
Hand delivery of notices and letters of demand Task Team
Invite customers to submit their email addresses for
statement to be delivered quickly
9 Low revenue collection | Attending to customer queries within the determined Ongoing
rate turnaround time to ensure that debt owing reflects
accurately and advise customers accordingly MM
Acting CFO
Ensure that adequate resources required to intensify Acting
collections are available at all times (e.g. Revenue and Manager
Technical staff, Roadworthy vehicles, meter stock, keys to | Revenue
disconnect meters) Managerial
Task Team
Prioritize collection from Departmental, Municipal and 30 November
Business accounts 2019
Prioritise household debt by focusing on ane critical area | Acting CFO
at a time Acting
Manager
Offer debt settlement incentives to customers classified as | Revenue
households and have metered properties Managerial
Task Team
Offer waiver of penalties on water availability accounts if
capital debt is settled in full
10 | Refresh Customer Refresh the Credit Bureau report that showed customer immediately
Profile information financial profiles from highly collectable to those that
write-offs should be considered. This report also assisted | Acting CFO
with verification of our Indigent Register. This project Acting
comes with training of internal staff on how ta chase the | Manager:
highly collectable debt. Revenue

Data Cleansing — This report will also assist in updating
customer contact details that are current as at the date of
the report

Approach provincial departments (CoGTA, PT) to provide
the municipality with a once-off grant to fund this project
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lliegal Connections Regularize unauthorized connected customers so that we | immediately
can start collecting revenue from them

Acting
Strict steps to be taken against customers that unlawfully | Manager:
reconnect their water supply after disconnection Revenue
| WSA
No handover of ! Engage Legal Services to deal with the accounts that have | 30 November
overdue accounts been handed over. 2019

Advertise for a panel of service providers to perform debt | Acting CFO
collection on handed over accounts. Acting

. Manager:

| Revenue
Manager:
Legal Services
Manager: HR
Manager:
SCM

REVENUE COLLECTION PROJECTIONS (to follow shortly)

MUNICIPAL COST CONTAINMENT STRATEGY

The municipality has already devised and is implementing the above strategy as adopted by Council. The
promulgation of the above as regulations gives the municipality further ammunition to implement this
without much hinderance. The municipality identified the following cost drivers which in some instances
were removed whilst others were reviewed and reduced.

¢ Reduction in personnel costs

e Review of all fleet costs

¢ Non-attendance of SALGA Games

¢ Non-performance of duplicated functions with local municipalities
e Qutsourcing of services

¢ Moratorium on catering

» Review of overtime

¢ Attendance of conferences and meetings
¢ Telephones and internet usage

¢ Printing and stationery (paperless)

e Allowances

¢ Hiring of water tankers

e Donations and sponsorships
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FINANCIAL VIABILITY

Ugu District Municipality in dealing with its financial challenges has tried to adopt a holistic approach to
ensure continued financial stability and the capacity to deliver on its core mandate of water and
sanitation. It has therefore prepared and Council has adopted the following strategies/plans to give
effect to this holistic objective. Accordingly, the municipality is currently implementing the following: -

e Financial Turnaround Plan

e Revenue Collection Strategy/Plan

e Water Services Turnaround Strategy

e Expenditure, Payments and Financial Management Documents Policy

The implementation of the above plans together with the specific deliverables contained in the
beginning of this document should yield positive results requisite for the financial stability of this
municipality. We are vigorously pursuing a timeframe of ensuring a financially viable municipality by the
end of the 2020/21 financial year.
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Comprehensive Report

Batch Name
Imported Status

Total Transactions
Total Value

Beneficiary Code
From Account

IGT01112019 Multiple Yes
Created Consolidated No

1
776,457.24

UGU CONDITIONAL GRANT ACCTo Account
QUNT - 4077551917

From Account Branch 634926 To Account Branch

Page 1 of 1

Fri, Nov 1, 2019 at 12:21:39 PM

CALL ACCOUNT - 4067570008

Code Code 634926
Em'“ ol 3 - TRSF CALL To Account Description 3 - TRSF GRANT
escription

Amount 776,457.24 Frequency Adhoc
Beneficiary Payment

Date 2019-11-01 Confirmation None
Internal User

PC Tran No. 1 Confirmation None

Immediate Interbank Additional Confirmation None

Payment

Additional Commenis

Important Notice for Payments: To view cut-off times click here.

No reversals can be done on paymenis.

https://bionline.absa.co.za/businessintegrator/menuframe-post-login.jsp 2019/11/01
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Ugu District Municipality

OFFICE OF THE GENERAL MANAGER:
TREASURY
INTERNAL MEMORANDUM
TO: Mr. DD NAIDOO - MUNICIPAL MANAGER
cc: $J VAN ROOYEN: ACTING CFO
FROM: ZL CELE: ACCOUNTANT CASH MANAGEMENT
DATE: 01 NOVEMBER 2019
SUBJECT: | TRANSFER OF FUNDS: INTER COMPANY ACCOUNTS
FILE NO. |5/8/3/1

1. PURPOSE

To obtain the Municipal Managers approval to fransfer funds from various Accounts to the
Call Account and from the Call Account to the Various Accounts for payment of suppliers
and/or salaries.

2. LEGAL /| STATUTORY REQUIREMENTS

None
3. BACKGROUND & RATIONALE

To ensure that interest income is maximised all surplus funds are transferred to the call
account to earn interest at a higher rate than the cheque accounts and only transferred back
to the cheque accounts when needed for payment.

4. FINANCIAL IMPLICATIONS

This transaction will have financial implication on money leaving the bank accounts of the
municipality and a reduction in the liabilities of the municipality.

Inter Account Transfer 01/11/2019
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5. RECOMMENDATIONS

5.1That the Municipal Manager approves the transfer of R776 457.24 from the Grant account
to Call account.

SUBMITTED BY:

ZL CELE
ACCOUNTANT: CASH MANAGEMENT

ENDORSED BY:

SJ VAN ROOYEN
ACTING CHIEF FINANCIAL OFFICER

APPROVED / DISAPPROVED BY:

DD NAIDOO
MUNICIPAL MANAGER

Inter Account Transfer 01/11/2019
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