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PART 1 - ANNUAL BUDGET

1.1 EXECUTIVE MAYOR’S REPORT

The City is tabling a budget under subdued economic times that are characterized by an
uneven recovery, resulting to high levels of unemployment, high cost of living and
constrained business environment. This time requires the City to be agile, responsive
and efficient in order for it to rescue the City’s economy from the severe effects of the
COVID-19 pandemic, the international fluctuations affecting food and related prices, the

energy crisis and other attendant matters.

The City is tabling a total budget of R10.64 billion consisting of the operating expenditure
budget of R9.43 billion and the capital budget of R1.21 billion for 2023/2024 budget year.
This budget increases to R11.28 billion in the 2024/2025 financial year, made up of
R10.12 billion for operating expenditure budget and R1.16 billion for capital budget. It
further increases to R12.13 billion in 2025/2026 financial year made up of R10.96 billion

for operating expenditure and R1.17 billion for capital budget.

The proposed annual budget for 2023/2024 to 2025/2026 outlines the funded
commitments of the City to deliver on its Integrated Development Plan (IDP) and set

strategies whilst effectively improving and supporting our communities.

The 2023/2024 MTREF is being prepared under a very challenging economic reality.
While the City is still recovering from the effects of COVID-19, the heightened geopolitical
tensions at a global level and recurring natural disasters are also felt. The war between
Russia and Ukraine is dragging on for far too long. It is a fact that the war will continue
to impair the production and trade of many commodities, more particularly energy and

food.

The City is familiar with the new normal of natural disasters as it experienced devastating
flash floods at the beginning of year 2022. These realities have meant that the economy

globally and domestically has not been able to recover, leading to many pressures, more




particularly the reality of high inflation. All these realities have made the South African
Reserve Bank lower the economic growth forecast whilst simultaneously raising the repo

rate.

The challenges of energy reliability have added additional pressures, with load-shedding
currently something that has gained some form of permanence in our country. In the
context of this bleak reality of continued darkness, Eskom has been granted an 18.65
percent tariff increase by NERSA, a reality that will surely pit us against consumers.

The rising unemployment rates and economic contraction has affected business and
residents’ ability to pay their accounts, including municipal accounts. The City had to
eliminate nice to have items by enforcing cost containment measures to be able to keep

the rates and tariff increases as low as possible so as to not over burden the consumer.

Through the District Development Model and work with the Presidency Infrastructure and
Investment Unit, the City is working toward elevating its position as a future

competitiveness node (as envisaged in the NDP).

A priority for the City is to implement its Economic Recovery Plan which requires a tight
implementation plan with clear interventions for the automotive sector, agro-processing,
the digital economy, the green economy, infrastructure and the property economy,
revitalizing tourism (with an initial focus on domestic tourism) and the creative industries.
The Economic Recovery Plan was consolidated based on the following:

= National Treasury’s economic and fiscal outlook

= Economic situation analysis that was undertaken in 2019 and in early 2020

= |nput from consultation sessions held with local businesses across different

industries in the Metro.

= The Eastern Cape Department of Health’s Daily Epidemiological Reports

= Financial Performance of BCMM during 2020, 2021 and 2022 financial years

= The provincial budget speech 2023




The plan is aligned with the National Economic Reconstruction and Recovery Plan.

On 14 March 2023, the Honourable MEC for Finance in our Province tabled the provincial

budget speech premised upon the following principles:

Resourcing economic development initiatives whilst protecting social services.
Strengthening government capacity to implement infrastructure projects and
deliver services; and

Encouraging good governance and transparency to realise value.

The above principles as set up by our Honourable MEC for Finance in our province are

equally applicable to our City. The City remains committed in being the engine of

economic growth within the province through:

a)
b)

f)

9)

h)

Proper planning and infrastructural development;

Spreading of funds across social and economic infrastructure to ensure that the
poor and the vulnerable remain a priority whilst also focussing on stimulating
economic growth;

Review of structures, processes, technology and skill development to improve
revenue management;

Evaluation of all our functions’ effectiveness, efficiency and implementation of cost
containment measures;

Review of compliance and efficiencies across supply chain management in
support of service delivery;

Real and sustainable service delivery through improved implementation and
productivity of performance management; and

Improved execution of anti-fraud and corruption strategies, frameworks, policies,
procedures and whistle blowing.

Exploring innovative and sustainable alternative revenue sources by unlocking the

potential in existing assets.




This budget is compiled underpinning our key priorities of Water and Sanitation,
Roads and Storm Water, Human Settlements Development, Transport Planning,

Electricity and related critical infrastructure and maintenance.

Our City will continue to increase capacity to water supply infrastructure whilst also
attending to aging infrastructure for the service. We will continue with the roll-out of
our sanitation programme in rural areas and informal settlements, as well as expanding
the capacity of infrastructure in our urban area to accommodate and open
opportunities for further developments. The City’s rural sanitation backlog currently
stands at approximately 5,500 and requires significant resource injection in order to
completely eliminate it without losing sight of toilets that have already reached their useful
life and need to be emptied and serviced in order to preserve human dignity of our rural

communities.

Our four largest capital projects for water services are:

= Augmentation of Water Treatment capacity - Design and construction of
additional sedimentation tank, augmentation of bulk water mains upgrading of
BRPS and Mdantsane pump station;

= Bulk Water Supply to Coastal areas - Construction of bulk water supply,
reservoirs and village reticulation to eradicate backlogs and augment water supply
to coastal towns;

= Amahleke Water Supply - Design and construction of additional storage reservoir
to provide a storage capacity of 36hrs to augment water supply to accommodate
village extensions; and

= Bulk Water Provision - Replacement of existing infrastructure - Replacement of
aging infrastructure to reduce bursts and installation of water meters (bulk &

domestic) to reduce water losses.




Our largest capital projects for sanitation services are:

= Bisho, KWT & Zwelitsha Bulk Regional Sewer Scheme to allow for
decommission of Schornville, Bhisho, and Breidbach treatment works and
diversion of flows to Zwelitsha.

= Upgrading of Eastern Beach Sewer - Provision of a parallel 1m diameter pipeline
from Esplanade Street to City Pump Station in Bats Caves.

= Upgrading of Hood Point Marine Discharge - Upgrading of existing screening
station, provision of primary sludge treatment facilities, and construction of a 1.4

km long deep-sea marine discharge outfall sewer.

Our Transport Planning working together with our Roads and Stormwater division
continue to improve our Roads and Stormwater networks in order to ease traffic

congestions and improve mobility within the City.

Our projects include:

= Construction of Road Infrastructure (Toyana Road) Pedestrianization and
landscaping of the Toyana Road to enhance the movement of pedestrians from
Mount Ruth Train station to the Mdansane Urban Hub.

= The Mdantsane Roads Upgrade project is for the upgrade of existing gravel
roads in Mdantsane to surfaced standards. It is a multi-year multi-phase project
aimed at eradicating gravel roads in the residential area of Mdantsane. Phase 3
is complete.

= Sleeper Site Road Upgrading of Currie Street to Dual Carriageway with Central
Island, Stormwater Works, Electrical Lighting. The desired outcome is to provide
Safe Linkage between the N2 & R72 to the King Phalo Airport.

Our Human Settlements directorate will continue with the development of new human
settlements and upgrading of informal settlements to restore dignity to those that do
not have shelter. In the financial year 2021/2022, the City had completed 213 top
structures, 269 internal services and 2,024 beneficiaries were registered in the National

Housing Needs Register (NHNR). This has a major impact on the programme of moving




from dense & health hazardous informal settlements where there are currently sharing
ablution facilities and further expose people to numerous opportunistic diseases. The
relocation of people to individual serviced sites also helps in reduction of fire disasters
that leave people destitute having lost lives and their belongings. It further creates space

for construction of permanent houses in the areas where people were evacuated.

Our Electricity and Energy department provides formal electrification of 40-amps
service connections to all RDP dwellings which is above the national minimum standard
of 20-amps required by the Department of Energy. In respect of electrification, 627
dwellings have been electrified. In order to effectively reduce electricity losses and other
effects of illegal connections, electrification of informal areas that can be made safe to
install electricity needs to be increased. To aid in increasing electrification ready areas,
a standard operations process has been finalised that clearly defines the role of each
directorate in ensuring areas are ready for electricity and other services. BCMM has a
growing population of informal dwellings due to migration of people from rural areas in
search of employment opportunities.

BCMM continues to investigate potential alternative sources of energy to ensure a more
sustainable energy mix by 2030. Several sustainable energy initiatives have been
planned for implementation by the municipality. Energy-efficient municipal operations will
provide a way to cut running costs while reducing negative impact on the natural capital.

As part of the long-term plan on human capital development, the City continues to allocate
funding for internship programmes and internal capacity building and bursaries for BCMM
communities. The Directorate of Economic Development & Agencies is running various

programmes in a bid to reduce unemployment and indigent rate in our City.

The economic slowdown has emphasized the need for further infrastructure investment
especially in industrial and business districts in order to stimulate economic growth and

employment generation.




The City is acutely aware of the need to create and maintain an attractive ambience
through City beautification and good green deeds. Not only do these create employment
but a clean green city is attractive to tourists and investors. It also adds towards improving
the quality of life of our citizens. The City’s partnership with the local business chambers,
big corporates and Buffalo City Metropolitan Development Agency is in the right path
towards achieving this. A lot of investment, awareness raising and education on the

communities is still required to change the mindset and culture.

BCMM is focused on re-prioritising the budget, projects and resources where they are
needed most and where they will have the most significant impact. The presented budget
attests that BCMM is a City hard at work and will continue to build a stronger social
compact with business, labour and communities to accelerate development in the
2023/2024 MTREF period.

Yours in Public Service,

Clir Xola Pakati
BCMM Executive Mayor




1.2 COUNCIL RESOLUTIONS

On 31 March 2023 the Council of Buffalo City Metropolitan Municipality convenes to
consider the Draft Revised 2023/2024 Integrated Development Plan (IDP), Draft
2023/2024 Medium Term Revenue and Expenditure Framework (MTREF) and Draft Built
Environment Performance Plan (BEPP): BCMM Catalytic Land Development
Programmes. It is recommended that the Council approves and adopts the following

resolutions:

1. The Council of Buffalo City Metropolitan Municipality, acting in terms of Section 34 of
the Municipal Systems Act, 32 of 2000 approves and adopts the Draft Revised
2023/2024 Integrated Development Plan (IDP).

2. The Council of Buffalo City Metropolitan Municipality, acting in terms of Division of
Revenue Act (DoRA), approves and adopts the Draft 2023/2024 Built Environment
Performance Plan (BEPP): BCMM Catalytic Land Development Programmes.

3. The Council of Buffalo City Metropolitan Municipality, acting in terms of section 24 of

the Municipal Finance Management Act, (Act 56 of 2003) approves and adopts:

3.1.The Consolidated Draft Annual Budget of the municipality for the 2023/2024
MTREF and the multi-year and single-year capital appropriations as set out in the
following tables:

3.1.1. Budgeted Financial Performance (revenue and expenditure by functional
classification) as contained on {Table 19},

3.1.2. Budgeted Financial Performance (revenue and expenditure by municipal
vote) as contained on {Table 20};

3.1.3. Budgeted Financial Performance (revenue by source and expenditure by

type) as contained on {Table 21}; and




3.1.4. Multi-year and single-year capital appropriations by municipal vote and
functional classification and associated funding by source as contained on
{Table 22}.

3.1.5. Financial Position as contained on {Table 23};

3.1.6. Budgeted Cash Flows as contained on {Table 24},

3.1.7. Reserves and accumulated surplus reconciliation as contained on {Table
25}

3.1.8. Asset management as contained on {Table 26}; and

3.1.9. Basic service delivery measurement as contained on {Table 27}.

3.2.The Draft Annual Budget of the parent municipality for the 2023/2024 MTREF and

the multi-year and single-year capital appropriations as set out in the following

tables:

3.2.1. Budgeted Financial Performance (revenue and expenditure by functional
classification) as contained on {Table 95},

3.2.2. Budgeted Financial Performance (revenue and expenditure by municipal
vote) as contained on {Table 96},

3.2.3. Budgeted Financial Performance (revenue by source and expenditure by
type) as contained on {Table 97}; and

3.2.4. Multi-year and single-year capital appropriations by municipal vote and
functional classification and associated funding by source as contained on
{Table 98}.

3.2.5. Budgeted Financial Position as contained on {Table 99};

3.2.6. Budgeted Cash Flows as contained on {Table 100},

3.2.7. Reserves and accumulated surplus reconciliation as contained on {Table
101};

3.2.8. Asset management as contained on {Table 102}; and

3.2.9. Basic service delivery measurement as contained on {Table 103}.

3.3.The Draft Annual Budget of the municipal entity (BCMDA) for the 2023/2024

MTREF as set out in the following tables:




3.3.1. Budgeted Financial Performance (revenue by source and expenditure by
type) as contained on {Table 71};

3.3.2. Budgeted Financial Position as contained on {Table 73};

3.3.3. Budgeted Cash Flows as contained on {Table 74},

3.3.4. Budgeted Capital by asset class and Funding as contained on {Table 72}

4. The Council of Buffalo City Metropolitan Municipality, acting in terms of section 75A
of the Local Government: Municipal Systems Act (Act 32 of 2000) approves and
adopts tariffs (percentage increase) contained on {Table 39) effective from 1 July
2023:

4.1. Property rates — as set out in Annexure F
4.2.Electricity charges— as set out in Annexure F
4.3.Water charges — as set out in Annexure F

4.4. Sanitation services — as set out in Annexure F
4.5.Solid waste services — as set out in Annexure F

4.6.Other services as set out in Annexure F

5. To give proper effect to the Consolidated Draft Annual Budget, the Council of Buffalo
City Metropolitan Municipality approves:
5.1. That an indigent subsidy be granted to registered indigents in terms of Council’s
Indigent Policy.
5.2. That an indigent consumer be given an average social subsidy package on his/her
account per month, which includes a maximum of 50kwh for electricity and 6kl for
water as contained on table 15.

6. The Buffalo City Metropolitan Municipality Council, approves and adopts the revised

budget related policies:

6.1. Property Rates Policy — as set out in Annexure H

6.2. Supply Chain Management Policy — as set out in Annexure |
6.3.Immovable Asset Policy — as set out in Annexure J

6.4. Credit Control Policy — as set out in Annexure N




6.5. Indigent Support Policy — as set out in Annexure O

6.6.Long-Term Borrowing Policy — as set out in Annexure P

6.7.Budget Management and Oversight Policy — as set out in Annexure S
6.8. Investment & Cash Management Policy — as set out in Annexure T

7. That Council notes the budget-related policies adopted in the previous financial years
and where no amendments have been made after review, as listed in Section 2.4.1 of

this report and are available on BCMM'’s website at www.buffalocity.gov.za .

8. That in terms of Section 24(2)(c)(iii) of the Municipal Finance Management Act, 56 of
2003, the measurable performance objectives for capital and operating expenditure
by vote for each year of the medium-term revenue and expenditure framework as set

out in Supporting Table SA7 {Table 34) be approved.

9. That in terms of Section 24(2)(c)(iv) of the Municipal Finance Management Act, 56
2003, the Draft Revised 2023/2024 Integrated Development Plan be approved.

10.Council notes that the Consolidated Draft 2023/2024 MTREF Budget tabled for

adoption is structured in terms of the Buffalo City Metropolitan Municipality votes and

functions.

11.MFMA Circular 122 and 123 for the Draft 2023/2024 MTREF attached as Annexure
W be noted by Council.

X. PAKATI
EXECUTIVE MAYOR
BUFFALO CITY METROPOLITAN MUNICIPALITY
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1.3 EXECUTIVE SUMMARY

Our priorities as a City are framed by our 2030 Metro Growth and Development Plan.
The coronavirus continues to place restrictions and uncertainty on our plans for economic
recovery. Financial stability and sustainability remain a key focus for our 2023/2024

MTREF together with looking after the needs and inclusivity of all our residents.

The City has seen itself through two extremes of climate change. Whereas two years
ago the region was facing a relentless drought, in January 2022 it witnessed a flash flood
along its coastal region which saw unprecedented volumes of water infiltrating the City’s
infrastructure, causing damages to infrastructure and fatalities to the City’s dwellers along
the way. This resulted into dams filling up from 25 per cent total storage to above 50 per
cent within a short space of time. The City saw itself finally able to completely lift water
restrictions and punitive tariffs to consumers as from the 1st of November 2022, which
was a welcome relief to the pockets of consumers. The dams that supply raw water to
the City are all between 99% and 103% full, which is good for the security of water supply.

Water and electricity losses remain unacceptably high. Electricity losses decreased from
22.80 per cent in 2020/2021 to 20.47 per cent in 2021/2022 and water loses slightly
increased from 36.27 per cent in 2020/2021 to 37.50 per cent in 2021/2022. The impact
that rural to urban migration has on electricity losses cannot be ignored. Electricity losses
associated with "load shedding" is more of a critical concern with high end customers
migrating to SSEG solutions to mitigate their business risk associated to load shedding
outages. The end result is that BCMM is losing electricity sales from high end customers.
This risk is now even greater with a National incentive being offered to businesses as a
tax reduction for SSEG systems being installed on the business premises to decrease

National electricity demand.

The increasing unemployment rate in rural communities leave those communities with no
option but to look for employment in urban centres; Buffalo City is not immune from this.

Electricity theft has increased over the past years and the areas that contribute mostly in




electricity theft are the informal settlements. In order to address the above challenge,
informal settlements are being electrified in suitable areas, to offer those living in these

areas’ legal connections.

The City believes that the smart meter intervention will bring a meaningful change in both
water and electricity losses as smart meters allow early detection of spikes in
consumption and meter tempering. Furthermore, the City wishes to investigate the
piloting of prepaid water meters to its high-end users, and hopefully roll this new
technology out to more water users, e.g. rural areas in order to manage water wastage
and enhance revenue collection. This is being conceptualised at this stage and hopefully

opportunities in this field will present win-win situations for both the City and its citizens.

Our economic recovery and investment plan include:

= Automotive consolidation and value chain localization (retain MBSA, build on
ELIDZ supplier park, establish automotive incubator, shift to auto digital hub)

= Diversification towards a future fit economy (digital, green, agro-industry, creative
economy, tourism)

= Inclusivity (township economy, small enterprise support, local procurement,
incubator programmes, public employment programmes, future skills hub)

= Enabling infrastructure (port, roads, water and sanitation, digital)

= Investment retention and promotion (red-tape reduction, becoming the cheapest
metro to do business by 2026, investment centre with automated property
application process)

= Eco-system co-ordination and partnerships (leveraging rest of government and
state through DDM, partnerships with Border Kei Business Chamber around Invest

Buffalo City, Business Intelligence Desk

The Revenue base has remained stagnant only increasing by the increase in the annual
tariffs. In order for the City to grow there needs to be growth in the Revenue base from
new investments and expansion of current investments. Revenue enhancement

strategies to enhance the revenue base of the City include:




= Optimisation of investment property usage;

= |ptroduction of new revenue streams;

= Centralisation and automation of cash collection points;

= Densification of our City through development of vacant land parcels in line with

the City’s SDF.

In order to achieve the long-term financial stability, stronger controls within BCMM is

critical and several interventions have already been implemented in a bid to achieve more

accurate billing, revenue collection as well as reducing the backlog of queries. Increased

review and reconciliation are some of the internal control measures that are underway in

order to provide reasonable steps to prevent or significantly reduce these instances. The

City is strengthening financial management, driving operational efficiency and enforcing

good governance and financial accountability.

The consolidated draft budget for the 2023/2024 MTREF period is R10.64 billion
(2023/2024), R11.28 billion (2024/2025) and R12.13 billion (2025/2026) with the table
below summarising the consolidated overview of the draft 2023/2024 MTREF Budget.

Table 1. Consolidated Overview of the Draft 2023/2024 MTREF Budget

DESCRIPTION

2022/2023
ADJUSTMENT
BUDGET

2023/2024
DRAFT
BUDGET

INCREASE
OR

(DECREASE)
%

2024/2025
DRAFT
BUDGET

2025/2026
DRAFT
BUDGET

Total Operating Revenue 8865515490 | 9507869 105 7,25 10 214 027 540 | 11020 071 805
Total Operating Expenditure 8705464659 | 9425817087 8,27 10125625 720 | 10 958 342 346
Surplus/(Deficit) for the year 160 050 831 82 052 018 88 401 820 61729 459

Total Capital Expenditure 1396664897 | 1215879819 (12,94) 1159893801 | 1168 339 665

Total Opex and Capex Budget

10 102 129 556

10 641 696 906

11 285 519 521

12 126 682 011

The following budget principles informed the compilation of the draft 2023/2024 MTREF-:
a) Consumer Price Inflation (CPI), 5.3% in 2023/2024, 4.9% in 2024/2025 and 4.7%
in 2025/2026 financial year;




b) High unemployment rate resulting in high bad debts, the revenue collection rate
has been projected at 80.5% in 2023/2024, 82.5% in 2024/2025 and 85% in
2025/2026 financial yeatr,

c) The National Energy Regulator of South Africa (NERSA) has approved an increase
of 18.65% in Electricity Bulk purchases, the same increase of 18.65% will be
applied in electricity tariffs for 2023/2024. For the outer years, electricity tariffs are
projected to increase by 12.74%;

d) The guidance provided on MFMA Circular No. 123 as well as the existing Salary
and Wage Collective Agreement has been followed in projecting salary and wage
increases of 5.4% in 2023/2024, 4.9% in 2024/2025 and 4.7% in 2025/2026;

e) Amatola Water Board has approved an increase in bulk water tariffs of 9.86% from
01 July 2023. Therefore, in pursuit for full cost of recovery for the Metro, the water
service tariff increase is projected at 9.86% throughout the 2023/2024 MTREF.

Considering the above indicators, the City’s consolidated operating revenue increased by
7.25% for the 2023/2024 financial year when compared to the 2022/2023 adjustment
budget. The operating revenue increase is mainly attributable to tariff increases and the
implementation of the new general valuation roll. For the two outer years, operational

revenue will increase by 7.43% and 7.89% respectively.

The consolidated operating expenditure increase is 8.27% from 2022/2023 adjustment
budget to the 2023/2024 budget year. The operating expenditure increase is mainly
attributable to employee costs, electricity bulk purchases, debt impairment and inventory

consumed.

BCMM is striving to budget for a surplus over the MTREF, with the intention of building
cash reserves to increase investment in economic and social capital expenditure, thereby

reducing reliance on grant funding.




1.4 OPERATING REVENUE FRAMEWORK

In these tough economic times strong revenue management is fundamental to the
financial sustainability of the municipality which is critical in terms of achieving the City’s
service delivery and economic objectives. The reality is that the City is faced with
development backlogs that emanate from the historical background. Furthermore,
economic circumstances, such as increasing rates of unemployment and poverty impact

the ability of households to pay their accounts.

The City will focus on ensuring that all billable revenue is correctly charged and
adequately collected. Improved revenue generation allows for the City to deliver quality
services and thereby improving quality of life of communities.

Cost containment measures are being implemented by the City in an effort to achieve
operational efficiency and avoid budget deficit. The implementation of these initiatives
over the MTREF period will ensure the financial sustainability of the municipality.

The City’s revenue strategy is built around the following key components:

= National Treasury’s guidelines and macroeconomic policy;

= Growth in the City and continued economic development;

= Efficient revenue management, which aims to ensure an annual collection rate for
property rates and other key service charges for the 2023/2024 financial year that
is within the National Treasury acceptable norms;

= Implement electricity tariff increases that are in line with the National Electricity
Regulator of South Africa (NERSA) Guidelines and approval,

= Achievement of full cost recovery of specific user charges especially in relation to
trading services;

= Determining the tariff escalation rate by establishing/calculating the revenue
requirement of each service,

= Preform regular Supplementary Valuations;




= Implementation of a General Valuation every four years in terms of the Municipal

Property Rates Act;

= Implementation of an automated meter reading as opposed to a manual process

where feasible;

= Increase ability to extend new services and recover costs;

= The municipality’s Indigent Policy and rendering of free basic services;

= Creating a conducive environment to attract potential investors; and

= Review of the Spatial Development Framework to allow proper use and

densification of land parcels.

The following table is a summary of the draft 2023/2024 MTREF (classified by main

revenue source):

Table 2: Summary revenue classified by revenue source

2023/24 Medium Term Revenue &

Description 2019/20 2020/21 2021/22 Current Year 2022/23 i
.. Expenditure Framework
. Audited | Audited = Audited Original Adjusted Full Year Cud9¢t ~ Budget . Budget
Rthousand Outcome Outcome ;| Outcome Budget Budget | Forecast Year Year +1 Year +2
: : 2023124 2024/25 2025/26
Revenue
Exchange Revenue
Senvice charges - Electricity 1838105} 1940773 i 2199541 | 2549552 | 2469552 | 2469552 | 2694789 | 3038105 3425159
Senice charges - Water 709744 | 1146063 | 1255133 | 849617 | 849617 | 849617 933423 | 1025496 : 1126651
Senvice charges - Waste Water Management 377249 | 429316 470773 | 468519 468519 468519 493 351 517 525 541848
Senvice charges - Waste Management 335843 | 353492 387546 | 385616 385616 385616 406 053 425950 445969
Sale of Goods and Rendering of Senvices 39138 103397 109848 | 138763 138612, 138612 145958 153110 160 306
Agency senvices 23428 31910 30536 44713 27879 27879 27 261 28737 29501
Interest earned from Receivables 122587 | 118562 176561 | 1212491 201249 201249 211915 222299 232747
Interest earned from Current and Non Current Assets 70 650 41289 33086 30876 30876 30876 23241 24 379 25525
Rental from Fixed Assets 22 652 24 222 21116 21965 21965 21965 23129 24 263 25403
Operational Revenue - 52796 38298 94413 94 564 94 564 93580 98490 103797
Non-Exchange Revenue
Property rates 1467400 | 1591520 i 1733914 | 1958216 | 1958216 | 1958216 [ 2208577 | 2316798 : 2425687
Fines, penalties and forfeits 10 864 16 659 12408 22435 19070 19070 20080 21064 22054
Licences or permits 12587 12411 12128 19739 16778 16778 17 667 18533 19404
Transfer and subsidies - Operational 987005 | 1248804 i 1099887 | 1446763 | 1463800 ;| 1463800 [ 1466917 | 1519532 1616635
Fuel Levy 547497 | 593337 652199 | 719203 719203} 719203 741926 779747 819383
Gains on disposal of Assets 4254 34 411 16618 - - - - - -
Total Revenue (excluding capital transfers and 6569003 | 7738963 : 8249591 | 8871639 : 8865515 8865515 9507869 : 10214028 | 11020 072
contributions)




Table 3 below reflect the percentage growth for each revenue source over the MTREF

period.

Table 3: Percentage growth in revenue by main revenue source

Description 201920 | 202021 = 2021/22 Current Year 2022123 2023/24 Medium Term Revenue & Expenditure Framework
Audited  Audited  Audited Original Adjusted ~Full Year B\‘;::’:t 5::{93 5:;93
Outcome | Outcome Outcome Budget = Budget = Forecast 008 2024025 2025126

Revenue
Exchange Revenue
Senice charges - Electricity 1838105 1940773 | 2199541 | 2549552 | 2469552 | 2469552 | 26947891 9,12} 28% | 3038105 | 12,741 30% | 3425159 | 12,74 | 31%
Senice charges - Water 709744 1146063 | 1255133 | 849617 | 849617 | 849617 933423 986 10% ; 1025496 | 986 10% | 1126651} 986|10%
Senice charges - Waste Water Management 377249 429316 | 470773 | 468519 468519 468519| 4933511 530! 5% 517525 | 490! 5% 541848 | 470| 5%
Senvice charges - Waste Management 3358431 353492 | 387546| 385616 385616| 385616 406053 530 4% 425950 | 4907 4% | 445969 | 470| 4%
Sale of Goods and Rendering of Senvices 39138 103397 | 109848 | 138763 138612 138612| 145958: 530i 2% 153110 | 4901 1% 160306 | 4,70| 1%
Agencysenvices 234281 31910 30536 | 447130 27879 27879 212617 2221 0% 28737 542 0% 29501 266 0%
Interest eamed from Receivables 122587 118562 | 176561 | 121249} 201249} 201249 211915{ 530} 2% 222299 | 490% 2% | 232747} 470 2%
Interest eamed from Currentand Non Current Assets 706501 41289 33086 30876] 30876| 30876 23241124731 0% 2437191 4907 0% 255251 470 0%
Rental from Fixed Assets 22652 24222 21116 21965, 21965 21965 231291 5301 0% 242631 490% 0% 254031 470( 0%
Operational Revenue - 5279 38298 | 94413| 94564 | 94564 935801 -1,041 1% 98490 | 525 1% 103797 539| 1%
Non-Exchange Revenue
Propertyrates 1467400 { 1591520 | 1733914 | 1958216 | 1958216 | 1958216 | 2208577 { 12,79} 23% | 2316798 | 490} 23% | 2425687 | 4,70| 22%
Fines, penalties and forfeits 10864 : 16659 12408 22435 19070{ 19070 20080 530f 0% 21064 | 490 0% 220541 470( 0%
Licences or permits 12587 12411 12128 19739F 16778| 16778 176671 530 0% 18533 | 490! 0% 19404 | 470 0%
Transfer and subsidies - Operational 987005 ; 1248804 | 1099887 | 1446763 | 1463800 | 1463800 | 1466917 021! 15% { 1519532 | 359:15% | 1616635} 639|15%
Fuel Lewy 547497 593337 | 652199 | 719203 719203 719203 | 741926 316} 8% 7197471 510} 8% 819383 | 508| 7%
Gains on disposal of Assets 42547 34411 16618 - - - - -0 0% - - 1 0% - - | 0%

Total Revenue (excluding capital transfers and 6569003 | 7738963 | 8249591 [ 8871639 | 8865515 | 8865515 | 9507869 : 7,25 100% : 10214028 | 7,43 100%| 11020072 | 7,89 |100%

contributions)

In line with the formats prescribed by the Municipal Budget and Reporting Regulations,

capital transfers and contributions are excluded from the operating statement.

The following graph gives a breakdown of the main revenue categories for the 2023/2024

financial year:




Figure 1. Main Operating Revenue categories for the 2023/2024 financial year
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In 2023/2024 the City’s own revenue generated property rates and service charges is
71% of the total revenue totalling to R6.74 billion, slightly increases to 72% (R7.32 billion)
in 2024/2025 and remains stagnant at 72% (R7.96 billion) in 2025/2026 financial year.

Electricity service remains the largest contributor to the total revenue mix as it contributes
28% of revenue in the 2023/2024 financial year. Electricity revenue increases from R2.69
billion in 2023/2024 to R3.04 billion and R3.42 billion respectively in the two outer years
of the 2023/2024 MTREF period.




Property rates are the second largest own revenue source with 23% contribution in the
2023/2024 financial year. Property rates increases from R2.21 billion in 2023/2024 to
R2.32 billion and R2.43 billion respectively in the two outer years of the 2023/2024
MTREF period.

The revenue for water services contributes 10% to the operating revenue in the
2023/2024 financial year. Water services revenue increases from R0.933 billion in
2023/2024 to R1.02 billion in 2024/2025 and further increases to R1.13 billion in
2025/2026 financial year.

Transfers and subsidies (Transfers recognised - operational) contribute 15% to the
operating revenue in the 2023/2024 financial year. Transfers and subsidies totals R1.47
billion in the 2023/2024 financial year and increases to R1.62 billion by 2025/2026. This
revenue component reflects a slight increase over the MTREF as a result of reduction in

allocations by Provincial and National Government.

The following table gives a breakdown of the various operating grants and subsidies
allocated to the Metro over the draft 2023/2024 MTREF period.




Table 4: Table SA18 - Operating Transfers and Grant Receipts

Description

R thousand

2019/20

Audited
Outcome

2020/21

Current Year 2022/23

Adjustea'

"Full Year
Forecast

2023/24 Medium Term Revenue &
Expenditure Framework

Budget Yea
2023/24

Bud'g;tﬂ Year
+1 2024/25

Budget Year
+2 2025/26

RECEIPTS:

Operating Transfers and Grants

Budget

National Government: 959 619 1 179 969 1 034 896 1 166 696 1 188 070 1 188 070 1 276 258 1 341 255 1432 915
Local Gov ernment Equitable Share 847 431 1 053 614 936 811 1 045 448 1 045 448 1 045 448 1 138 058 1 226 701 1 313 633
Energy Efficiency And Demand Side Management Grant - — — —

Ex panded Public Works Programme Integrated Grant 9 956 8 449 7 300 10 728 10 728 10 728 6 093 — —
Infrastructure Skills Dev elopment Grant 7 167 7173 10 350 11 600 11 600 11 600 10 850 11 850 12 350
Local Government Financial Management Grant 942 1 000 1 000 1 000 977 977 1 000 1 000 1138
Metro Informal Setttlements Partnership Grant — — 5172 18 359 18 359 18 359 14 908 16 168 16 892
Neighbourhood Dev elopment Partnership Grant — — 20 581 21 000 38 773 38 773 21 000 — —
Programme And Project Preparation Support Grant — — 8 941 13 776 18 000 18 000 18 908 19 298 19 696
Public Transport Netw ork Grant 2767 733 — — — —

Urban Settlement Dev elopment Grant 91 357 108 134 44 741 44 785 44 185 44 185 65 441 66 238 69 206
Intergrated City Dev elopment Grant 866

Provincial Government: 15 870 16 873 15 870 115 983 128 931 128 931 124 470 117 183 127 083
Dsrac 15 870 15 870 15 870 15 870 15 870 15 870 15 870 16 583 16 583
Infrastructure Grant - - - — - -

Housing - - 100 113 113 061 113 061 108 600 100 600 110 500
Office of the Premier 1 003
Emergency Housing Grant
District Municipality: — — — — — — — — —
[insert description]

Other grant providers: 3 754 126 578 141 051 164 085 164 274 164 274 67 623 62 614 58 228
Eastern Cape Arts Council — — — — — — — — —
European Union 2 569 15 685 31 598 31 598 31 598 — — -
Unsp. City Of Oldenburg — — — — — — — — —
OTHER - BCMDA 120 638 125 366 132 487 132 487 132 487 67 623 62 614 58 228
Local Government Water and Related Service SETA 3 680 2 929 - - - - - - -
Unsp. Salaida/Galve 74 442 — — 190 190 — — —

Total Operating Transfers and Grants 979 243 1 323 421 1 191 817 1 446 763 1 481 275 1 481 275 1 468 351 1 521 052 1 618 225
Capital Transfers and Grants

National Government: 903 947 970 986 624 464 734 875 735 475 735 475 751 972 789 828 820 950
Energy Efficiency and Demand Side Management Gratr: — 6 195 9 000 — — — — — —
Infrastructure Skills Dev elopment Grant 110 77 150 150 150 150 150 150 150
Integrated City Dev elopment Grant 9 992 1757 - — — —

Metro Informal Settlements Partnership Grant — — 233 086 263 763 263 763 263 763 279 648 291 617 304 681
Neighbourhood Dev elopment Partnership Grant 1 805 9 923 13 000 19 581 19 581 19 581 19 581 23 000 20 000
Public Transport Netw ork Grant 133 329 67 690

Rural Road Asset Management Sy stems Grant — — — — — —

Urban Setttement Dev elopment Grant 758 660 885 345 369 228 451 381 451 981 451 981 452 593 475 061 496 119
Local Gov ernment Financial Management Grant 50 —

Provincial Government: 1 579 - - — — - - - -
LGTH C/O 1579

District Municipality: — — — — — — — - -

[insert description]

Other grant providers: — — — — - - — — —

Eastern Cape Arts Coun
Total Capital Transfers and Grants 905 526 970 986 624 464 734 875 735 475 735 475 751 972 789 828 820 950




Breakdown of major components for the 2023/2024 Revenue Sources:

1.4.1 Property Rates

Property rates are a major source of revenue income for the City and contribute to cover
the cost of the provision of general services. The property rates are to be levied in
accordance with Council policies, the Local Government Municipal Property Rates Act
2004 (MPRA), the MPRA Regulations, the Local Government: Municipal Finance
Management Act (MFMA) 56 of 2003.

The City has successfully undertaken a General Valuation exercise in terms of the
Municipal Property Rates Act and the new values will be implemented from 01 July 2023.
The compilation of the valuation roll was completed in January 2023 and was submitted
to the City Manager. The valuation roll is open for appeals and objections until 28 April
2023. The ratepayers are required to inspect and object to any particulars appearing on
the valuation roll. The rates levied per individual property will depend on that property’s
value compared with the valuation of all the rate-able properties in the municipal area.
Rebates and concessions are granted to certain categories of property usage and/or

property owner. The total number of properties on the valuation roll is 164,712.

The Local Government: Municipal Property Rates Amendment Act 29 of 2014 amended
the principal Act (MPRA 6 of 2004). In terms of Section 8(2) of the amendment Act, a
municipality must determine the following categories of rateable property, provided that
such property category exists within the municipal jurisdiction:

a. Residential properties
Industrial properties
Business and Commercial properties
Agricultural properties
Mining properties

-~ ® oo T

Properties owned by an organ of state and used for public service purpose

Public service infrastructure properties

Q




h. Properties owned by public benefit organisations and used for specified public

benefit activities
Any other category of property, including vacant land as may be determined by the
Minister, with the concurrence of the Minister of Finance, by notice in the Gazette.

The following stipulations in the Property Rates Policy are highlighted:

The first R15 000 of the market value of a property used for residential purposes
is excluded from the rateable value (Section 17(h) of the MPRA).

For pensioners and/or senior citizens, there is a proposal in the Draft Property
Rates Policy to grant rebate to all senior citizens within BCMM according to age
bracket and disregard income bracket of R15,000 per month in terms of the current
policy.

The proposal in the draft Property Rates Policy is as follows:

Senior citizens will be categorized into three age groups and a percentage

rebate will be applied according to age category as follows:

AGE GROUP % REBATE

60 — 64 Years 40%

65 — 74 years 62.5%
75 years and over 85%

The Municipality may award a 100% rebate on the assessment rates of rateable
properties of certain classes of Public benefit organisations and not for gain
institutions such as registered welfare organizations, institutions or organizations
performing charitable work, sports grounds used for purposes of amateur sport.
The owner of such a property must apply annually to the Chief Financial Officer in

the prescribed format for such a rebate.

The rates tariff will not be increased in the 2023/2024 financial year due to implementation

of the new general valuation roll, an increase of 4.9% is proposed for 2024/2025 financial




year and it is then reduced to 4.7% in the 2025/2026 financial year as indicated by the

table below:

Table 5: Comparison of proposed rates to be levied for the 2023/2024 financial year

Existing
tariff
(from 1 (from 1

New tariff
CATEGORY

July 2022) July 2023)
Cents Cents

Res!dent!al Property (incl. farms or smallholdings used for 0.014269 | 0,014269
Residential purposes)

Agricultural Property (used for Bona-fide Farming) 0,003567 | 0,003567
Public Service Infrastructure 0,003567 0,003567

Business, Commercial & Industrial Property (incl. farms used for
Game- / Eco Tourism)

0,035672 | 0,035672

Mining / Quarry Property 0,035672 | 0,035672
Vacant Land 0,042806 0,042806
Public Benefit Organisations 0,003567 0,003567
Public Service Purposes 0,022831 0,022831

1.4.2 Sale of Water and Impact of Tariff Increases

An analysis was undertaken to determine what tariff requirements would be needed to
achieve a break-even position. The affordability of consumers’ needs to be taken into
consideration in order to limit a significant annual impact. The analysis should also
assess if the tariff is cost reflective. This analysis suggests an impact of 9.86% increase
in 2023/2024 financial year, and the main cost driver is above the CPI increase that is
charged by Amatola Water Board on bulk purchases. The same increase of 9.86% is
proposed for the two outer years (2024/2025 and 2025/2026). It needs to further be
recognised that the institution purchases most of its untreated water from the Amatola
Water Board. The tariff increases address essential operational requirements,
maintenance of existing infrastructure, new infrastructure provision and to ensure the

financial sustainability of the service.

The water tariff structure of the 2023/2024 financial year has not been changed. The tariff

structure is designed to charge higher levels of consumption at a higher rate, steadily




increasing to a rate of R50.1010 per kilolitre for consumption in excess of 30k{ per 30-

day period from a rate of R21.7481 for the consumption that does not exceed 6kl per 30-

day period (refer to table 6 below). Amatola Water has proposed an increase of 9.86%

in its bulk water tariffs from 01 July 2023. The 6 kf water per 30-day period will again be

granted free of charge to all indigent residents.

There continues to be ongoing concerns with regard to water:

The City’s water quality was at the helm of the local papers and radio shortly after
the flash floods. The City was able to adequately address the challenge of water
turbidity and was able to assure its citizens as soon as the water became SANS
241 compliant again and is safe to drink.

Water losses continue to be high. The primary reason for this is vandalism of
infrastructure by criminals looking for copper to sell, and secondarily, a
combination of the ageing infrastructure, illegal connections, illegal car washes
across all informal areas, indigent consumers using water in excess of that allowed
for in the Indigent Policy.

An analysis of the Amatola Water Board costs suggests the majority are salary
related which the Municipality is funding in duplicate through direct costs of
individuals employed by the City and then through the tariff paid to Amatola Water
Board.

The fact that BCMM is having a high number of rural areas has a negative impact
to the water service as no revenue is generated on water supplied to rural areas

and informal settlements.

South Africa faces similar challenges with regard to water supply as it does with electricity,

since demand growth outstrips supply. The drought that is currently experienced by the

country is negatively affecting the cost of providing water service. National Treasury has

always been encouraging all municipalities to carefully review the level and structure of

their water tariffs to ensure:




Water tariffs are fully cost-reflective — including the cost of maintenance and
renewal of purification plants, water networks and the cost associated with
reticulation expansion;

Water tariffs are structured to protect basic levels of service and ensure the
provision of free water to the poorest of the poor (indigent); and

Water tariffs are designed to encourage efficient and sustainable consumption.

The City is implementing the following projects to reduce water losses:

Vvi.

Pipe and water meter replacement programme is implemented to reduce water
losses that are due to ageing infrastructure, which frequently bursts.

Installation of bulk water meters on communal standpipes, ablution blocks,
reservoir supply zone, flat rated areas to account for all the water that is provided
free of charge, non-metering of this water is often construed as physical water
losses.

Installation of pressure reducing valves helps to reduce the number of pipe bursts
and the volume of water lost when there is a break down

Conducting feasibility studies aimed at digitising its water network from uMzonyana
Water Treatment Plant by installing the latest available technologies in telemetry.
This will extend to other areas of the Metro on advice of this study.

Installation of data loggers is used for monitor night flows, which is an indicator of
water leaks in a particular supply zone.

Indigent leak repair programme, indigent consumers with high consumptions are
identified and assisted with internal repairs to reduce water losses. Consumers
are also encouraged to use low volume toilet or waterless and composting toilets.
Water loss awareness campaign