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ETHEKWINI MUNICIPALITY PRCFILE

Durban is recognised as one of the 7 Wonder Cities of The World and ranked as the top South African city with the
highest quality of life. It is a modern multi-faceted fast growing metropolitan city with many kilometres of pristine
beaches, iconic buildings, vibrant cultures, exceptional creativity and  famous hospitality. Rich in cultural diversity,
Durban offers a wide range of experiences both within the city and in t he surrounding countryside and is widely
acknowledged as a global player with world- class facilities to host inte rnational events, attract millions of domestic
tourists annually, have major catalytic developments on the go and plenty more to come on-stream. The municipal area
includes the city of Durban which is famous for being the busiest conta iner port in Africa. It is also seen as one of the
major centres of tourism because of the city’s warm subtropical climate and extensive beach es.

VISION OF THE MUNICIPALITY

By 2030, eThekwini Municipality will be Africa’s most caring and liveable city.

MISSION

The purpose of the eThekwini Municipality is to facilitate and ensure the provision of infrastructure, services and
support, thereby creating an enabling environment for all citizens to  utilise their full potential and access opportunities,
which will enable them to contribute towards a vibrant and sustainable econo my with full employment, therefore
creating a better quality of life for all.

LOCAL ECONOMY

The eThekwini region is the economic powerhouse of KwaZulu-Natal and al so makes a significant contribution to the
South African economy. The city has established, and maintains, world- class infrastructure to support growth. Industrial

development and modernisation have resulted in the development of a modern freeway system with fast access inland,
a large rail network and an international airport. The Durban h arbour is Africa’s premier port and a vital cog in the

South African economic engine.

CLIMATE

The eThekwini metropolitan region has mild sub-tropical climate with sunshine for most of  the year.

LAND USE

The municipality is unigue amongst major urban centres in that only 35% of the metropolitan area is predominantly
urban, with over 60 000 households living in traditional rural style dwell ings.

STATE OF THE ECONOMY

The global economy is expected to grow at between 2.9% and 3.7% in 2017, according to forecasts and may continue in
2018 by between 3 - 4% across most advanced and emerging economies. Fp the first time since the global financial
crisis, all major regions of the world are experiencing an increase in economic growth. With an improved economic
outlook, South Africa’s Gross Domestic Product (GDP) is projected at 1% in 2018, up from the 0.7% projected last year.
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A growth rate of 1.5% is projected in 2018, rising to 2.1% in 2020. Business confidence improved in December 2017,
partly buoyed by political developments. While the forecast has improved, there are policy interventions that need to
be made to create the right environment for investment, growth and  employment despite the global risk factors. The
country’s economic growth outlook has improved over the past few mon ths because of strong growth in the primary
sectors of the economy as well as a welcome recovery in investor senti ment and business confidence. While the growth
forecast has improved relative to the 2017 MTBPS, there are major risks to the outlook. A sustained GDP recovery
depends on extending the upturn in business confidence and that continued policy and further deterioration in the
finances of State-owned companies remain the largest risks to the economic outlook.

While many challenges still remain, there is a sense of optimis m about the South African economy going into the future.

The South African economy has grown faster than the projected rate, despi te a short recession seen in early 2017. The
promise of improved political and policy certainty has spurred investm ent and stabilised the Rand. Despite these
positive signs, significant risks remain to economic and fiscal pro jections. Government is working to boost economic
growth, promote more rapid investment to create employment, and stabilise the pr  ecarious finances of State-owned
companies.

ETHEKWINI GDP PERFORMANCE

The eThekwini region is a vital link between the regional economies of Pietermaritzburg (and onward to Gauteng) and
Richards Bay, and ranks as the second largest economic centre with the second most significant industrial region in
South Africa. It is a promising global competitor with a world-class manufacturing secto .

The graph below shows the percentage contribution to GDP by broad sector s during 2016 for the eThekwini Municipal
region. GDP growth was recorded as R 302.3 billion in 2016, growing by 1.0% from 2015. The local economy was
dominated by tertiary industries that included (1) finance (20%), (2 ) manufacturing (19%), (3), trade (18%), transport
(14%) and construction (6%).

Sectoral Composition of eThekwini GDP: Broad Sectors: 2016st&ot, 2010 Prices)
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PORT OF DURBAN

The Port of Durban remains the premier multi-purpose port of the country, cu rrently handling over 60% of total
container traffic to and from South Africa.

Number of Containers Invoiced

TEUSs Invoiced per Quarter
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Quarter 1 Quarter 2 Quarter 3 Quarter 4
m 2016 606 476 637 886 683 701 691 963
m 2017 675011 678 850 749 731 596 386

The number of containers invoiced during the first two quarters  of 2016 was lower than the same periods in 2017, but
higher in the 3™ and 4™ quarters. The total number of Twenty Foot Equivalent Units (TEUs) inv oiced between the two
years increased by 2.1%. This modest increase in TEUs is due to the globaleconomic slump and low commaodity prices.
Trade is also affected by the exchange rate which impacts on the import of goods. Shipping lines are also consolidating
cargo to fewer vessels or share routes with other shipping lines to reduce cost.

Aircraft Movement: King Shaka International Airport

DUR DOMESTIC ATMs AS PER FINANCIAL YEAR

The above graph shows the annual domestic aircraft movements at King Shaka International Airport for the 2012/12 to
the 2016/17 financial periods. There was an increase of 7.1% in mo vements between 15/16 and 16/17, however there
was a 3-year dip during 13/14 through to 15/16 which may be attrib uted to the high cost of fuel and the general slow-
down in the national and local economies during these period.



DUR INTERNATIONAL ATMs AS PER FINANCIAL YEAR

The above graph shows the number of international aircraft movements at King Shaka International Airport for the same
period. There was an increase of 21.1% of movements during 15/16 and 16/17 and a generally modest increase during
12/13 to 14/15 and a slight dip in 15/16. According to the Airports Co mpany South Africa, the country achieved historic
milestones in 2016 with nine airports reaching and passing the 39 million passenger mark fo r the year.

UIF Applications

Quarterly UIF Claims: 2016 2017
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m 2016 37 370 37 962 33698 27 605
m 2017 39 532 31431 33134 30 285

Source: Department of Labour

The number of UIF claims between 2016 and 2017 decreased by 1.65%, havever, the trend between the quarters
increased in the first and fourth quarters and decreased for the seco nd and third, which probably mirrored the trends in
quarterly unemployment for the eThekwini region. In the last quarter of 2017, the unemployment rate for eThekwini
was 21.9% after 23.3% in the 3% quarter. It must be noted that these trends may not correspond every quarter  as there
may be time-lags or delays related to the actual timing of the UIF applications.



ECONOMIC / SOCIAL DEVELOPMENT

The Municipality has unveiled an ambitious plan which seeks to boost n ew foreign direct investment ( FDI ) into the city
over the next five years. The new Durban investment promotion strategy is geared towa rds attracting at least 33 FDI
projects. This, it is hoped, will translate to about R 3.3 billioni  n new investment and to about 4 000 new high-skills jobs
being created. The strategy will be driven by the Invest Durban unit of the city. Th e initiative meant to attract new
investments, boost investor confidence and improve the ease of doing business in the city.

The municipality plans to transform the inner city to make it more vibrant. The City’s spatial vision and regeneration
strategy seeks to turn the city into an investor-friendly, live, wor  k and play environment and easing congestion in the
CBD, greening the environment in line with the new urban agenda for the CBD. PI ans are in place with the private sector
and property developers aimed at fast- tracking the R 1.3 billion  River town Precinct Development. The development
will comprise of improvements in landscaping, public walkways, street lights , street furniture and CCTV cameras to
create a safe and an aesthetically pleasing physical environment to bring back investor confidence in the Inner- City.
The construction phase will create 3 000 permanent jobs. Warwick Avenue was also identified as a strategic priority for
the inner city regeneration.

The city of Durban is poised for massive growth from several major ca talytic projects over the next few years which will
create investment and employment opportunities, some of them will trans form the City’s landscape forever while
cementing Durban’s economic status globally. A catalytic projects report indicates that the municipality is poised fo r
massive economic growth over the next 10 to 20 years creating in excess of a million construction jobs and over 600 000
permanent jobs. Catalytic projects are moving ahead in the city with 35 p  rojects in action. This will assist in building
investor confidence. The Municipality will soon be establishing a Catalytic Projects Office which will fast track catalytic
projects in the city.

The projects which are beginning to take shape include the Westwood Extensi on, Dumisani Makhaye Node (Westrich
Mall) Development, Berea Station Mall in the Warwick Precinct, Point Water front Development, KwaDabeka Mall, Dube
Trade Port, Finningley Eco Park. The Municipality has identified strategic catalytic projects that would have the
potential to deliver on the economic growth strategy for the city. Importantl y, the growth opportunities over the next
twenty years will focus on capitalizing on the role of the port, intern ational airport and modern rail, road,
infrastructure, information and communication technologies. It als o includes promoting the city as a centre for trade
between Africa and the world. In addition, it seeks to promote the city as the best locationf  or manufacturing activities.

Durban’s port development is steaming ahea d to entrench the city as a maritime industrial hub with a smart port. Ports
are a gateway in many ways to growing cities. Plans for less congestio n, using smart technology, more community
involvement, and a revamped cruise terminal are all on the horizo n. Due to the scarcity of warehousing, factories and
other industrial property types near the port, Hammarsdale has been chosen to accommodate the overflow of demand.
Designed with modernity and security in mind, Keystone Park, comprises 152 hectares of well- maintained land and will
boast prime warehousing and logistics accommodation. This is to be the f irst custom- designed, built logistics and light
industrial park in KwaZulu-Natal. Discussions are in progress about the pr oposed dry port earmarked for Cato Ridge
which will also benefit Hammarsdale as an industrial hub and logisti cs zone. Shongweni, Hammarsdale and Cato Ridge
are earmarked for substantial development moving forward.

Construction on the new cruise ship terminal is expected to begin i n May 2018 and likely to be fully operational by
October 2019. This is expected to create thousands of jobs during construction and operational stages. The terminal will
house a multipurpose single storey building with a design lay-out to accommo date a future second floor, concurrent
embarkation and disembarkation of passengers, retail component, and ancil lary services. Ports are a catalyst for growth
and this project links to the City’s Point Waterfront Development. These two  large-scale projects will open a lot of
business and empowerment opportunities, create jobs and attract investment.

The extension of Durban’s beachfront promenade is underway and will unlo ck an estimated R 35 billion development of
the Point Waterfront. The announcement of the project ushers in  Phasel investment of the Point Waterfront
development, which includes a residential tower, retail mall and hotel. Also in the plans are multi-storey structures
offering residential, office, retail and leisure infrastructure. The investment of the project will contribute annual rates
of R 200 million. This will also result in the creation of 11 000 constructi on jobs and 6 750 permanent jobs.



The city is currently focusing on the biggest infrastructural project i t has ever undertaken, the Integrated Rapid
Transport Plan (GO! Durban), a public transport system that is set to revolution ise public transport in the city to ensure
a world class transport system. The Go! Durban project integrates a number of different modes of transport and
innovations. By 2030, the new transport network will have eight dedicated bu s lane routes and one rail route which will
link eThekwini Municipality from north to south and east to west with the  first route nearing completion. The plan will
ensure a safe and easily accessible transport network and integrate motorised and non-motorised transportation. The
municipality has announced a R 280 million interchange to link the Cornubia development and the Umhlanga precinct.
The interc hange was integral to the city’s proposed rapid public transport system and is expe cted to alleviate traffic
congestion on the M41. The city’s biggest ever bulk water pipeline projects, the Western and Northern aque ducts are
progressing well . On completion, these schemes will provide a sus tainable bulk water supply to the respective areas as
well as support new developments for the next 30 years.

Cornubia, one of the largest strategic mixed- use integrated human settlemen ts development projects in the country is

transforming the physical and social landscape of the city. The developmen t is being constructed in phases over a
twenty year period covering 1300 hectares and includes industrial, commer cial and retail development. When

complete, the area will boost about 28 000 mixed income housing units and will create an estimated 48 000 permanent

retail and industrial jobs. Further room for growth has been identif ied for Cornubia Mall north of the city. Plans are

underway for a 20 000 square metre expansion which will include 70 stores. The mall acts as a link between a number of
communities from varied economic backgrounds and heralds opportunities for emplo yment, skills transfers, economic
growth and development. A 100 000m2 logistics park is to be develo ped at the N2 Business Estate located on the
northern edge of the Cornubia development. Once completed, the estate could ¢ reate 2 400 permanent jobs and
generate R 45 million a year in rates income for the city.

EVENTS

EThekwini has cemented its status as an international destination of choice for conferences and tourists. This is as a
result of a concerted effort which has been made to position Durban as the g ateway to Africa and as an investment
partner of choice. A number of high- profile events are lined up to  take place in the City next year to further boost
tourism, which in turn will have a positive impact on residents and the lo cal economy. Durban remains one of the
leading South African cities with regards to successful hosting of world- class and large tourism events. Events are used
as leverage platforms in terms of encouraging visitors not only to attend the event but to showcase what the city and
the province have to offer, and also encourages visitors to return.

TOURISM

Tourism remains one of the most significant components of the metropol itan economy. Recreation opportunity is
considered to be the main tourist resource within EMA and is based largely on the natural qualities of the coast. The
coastline and beaches are significant tourist anchors for accommodati on, commercial and entertainment development.
Durban’s central beachfront is arguably the most important tourism and recreation resource i n the EMA. The
municipality has invested heavily in the scenic seven kilometre promenade a nd other attractions to maintain boost and
drive Durban’s competitive edge in the tourism arena. In order to further attract tourists and investment to the city,

the beachfront promenade extension is underway with additional beach f acilities and amenities. The promenade
extension will link to the planned cruise terminal.

While domestic tourism numbers have declined across the country owing to the global economic slump, eThekwini

Municipality has a turnaround strategy in place to attract tourists back to  the City. This includes the Durban Destination

Tourism Promotion Campaign as an intervention to address the declined visitor numbers. Durban Tourism has launched
its three year marketing campaign called Discover Durban. It is predicted that the  campaign would be a game changer
that will renew global awareness to new markets and lure more investors to the  city. Durban Tourism is aiming for the

city to be the number 1 tourism destination in Africa in the next five years and in the top 2 0 destinations in the world by

2022.

The city will soon boast a new world —class cruise ship terminal. The project would see a capital investment in excess of
R 200 million. The development of the cruise terminal will also  fast-track plans of the recently launched 5 in 5 Tourism
Growth Strategy where the country wants to attract five million more internati onal arrivals and domestic tourists within
the next five years. This will allow the port to be a hub for neighbour ing countries, with growth in tourism and job
opportunities. In order to increase economic activity and tourism, governm ent is on a mission to get more international
airlines to fly directly to King Shaka International Airport.



PROJECTS UPDATE

The status update of each project and socio economic benefits are as follows:

Cornubia:

The Construction of the first 486 units in Phase 1a Housing is complete. Presently, 995 of the 2,180 units have been
completed as part of Phase 1b. Cornubia Industrial and Business Egate is 100% sold and 13 businesses are already
operational in the area. Environmental authorisation has been r eceived for Phase 2, which includes the Cornubia Business
Hub. The Cornubia Shopping Mall which opened in September 2017 is amost fully occupied, with 1,100 permanent jobs
while approximately 2,500 temporary jobs were created during constructio n. A 2nd phase will allow for expansion of a
further 70 stores in the future. When complete the entire development will create 48  ,000 permanent jobs.

Dube TradePort

The Dube TradePort has attracted over R 1.4-billion investment to date. Planning is underway for Dube TradeZone 2, as
well as Dube AgriZone Phase 2. The Tradeport will eventually provide 150,000 permanent jobs with a total rates
contribution of R 180-million annually. The complete investment value is R 13-billion. Trade Zone 1, Dube City & Agrizone
1 is complete. SEZ status for Tradezones have been received. The New Link road from uShukela Highway has been
constructed. Planning is underway for the subsequent phases (Trade Zones 2 & 3; Support Zone 2 & AgriZone2)

Point Waterfront

One of the key catalytic projects in the city —and also forms part of the City’s initiative to redevelop and regenera te the
inner-city. The first phase commenced in 2017 and relates mostly to the provision of infrastructure. The balance of the
project will cover a 10-15-year horizon at between R 30 - R 35 billion of public/private sector investment. When
completed, the development will create 6,750 permanent jobs and provide 11,000 construction jobs with an annual rates
contribution of R 200-million. Infrastructure to support Phas e 1 of the development is underway (includes promenade &
bulks). Negotiations to align with Cruise Terminal currently in process w ith Transnet.

Centrum Site

The development of the Durban Centrum entails a mixed-use precinct of IRPTN[1 ] and ICDS|2] bus stations, a new super
basement parking garage with public service buildings, integrated with hig h-density residential, hotel, retail and
commercial development. The 28-hectare site comprises the largest single area of the central city and provides the
potential for comprehensive redevelopment. It is expected that this site will co  mplement the adjoining central business
district while trying to preserve the city’s heritage in terms of its histo  ric buildings. The total investment value is R
9.4billion to provide 3,350 construction and 1,350 permanent jobs with  an annual rates contribution of R 67-million.

Keystone

The 152-hectare, R 6.5-hillion Keystone Park Light Industrial W arehousing and Logistics Precinct is being developed by
Keystone Park CC, located immediately adjacent to the N3 Hammarsdale inter change. Development activity commenced
with the Malda Pack facility having started business operations; Mr Pr ice’s new National Distribution Centre was
completed during June 2017, with the construction of Pepkor's new Dis tribution C entre complete. Several further
significant top-structure projects are in the final stages of  being packaged. This regional catalytic development will
generate substantial employment opportunities including around 3,500 temporar y construction jobs at peak and
approximately 6,500 permanent employment opportunities and will ma ke a significant contribution to the annual rate
fund.
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Durban Film City

The development of the R 7.5-billion film studio in eThekwini will  go ahead after being delayed by land transfer issues
with the South African National Defence Force. The city will try and fast- track the transfer of the land to commence
construction of a motion picture, media, resort and entertainment precinct with the potential to create approximately
5,000 permanent jobs and attract film makers from around the world. H igh-level conceptual site development framework
and vision for site. Consultants preparing rezoning and consolid ation application for submission.

Finningley Growth Sphere

The proposed R 45 billion development will include schools, univ ersities, an airfield, as well as a mix of residential
options, retail and commercial with agricultural and industrial develo  pments. Annual rates estimated at R 12-billion and
approximately 27,000 permanent jobs will be created.

lllovu Auto Supplier Park

The R 6.5-billion Auto Supply Park (ASP) development is a strategic economic priority for both national and provincial
government. The project will create 6,000 construction and 2,600 permanen t jobs. The SCM process is underway to
appoint a suitable consortium to undertake Township establishments and r ezoning. The major infrastructure upgrades
are being negotiated.

Warwick Node

The R 1.3-billion Warwick Precinct is the dominant public transp ort node within the municipality and the projects will
include a proposed Berea Station Mall, a proposed taxi-holding f acility, a cold room storage and the erection of a bovine
head facility. This development would create 3,500 construction and 2 ,670 permanent jobs. The urban designs and
building plans are completed for the mall and taxi facility and is  awaiting approval. Alternative forms of infrastructure
funding are being explored through inter-alia public- private partnerships.

Clairwood Logistics Park

This R 4.5 billion logistics park is aimed at supporting the | ogistics, commercial and surrounding light industrial
developments in the broader South Durban Basin. The Environmental Impact Assesanent has been approved and most of
the site preparation is done. Currently busy with bulk earthworks.
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PART 1 - ANNUAL BUDGET
1.1 MAYCR’S REPCRT (BUDGET SPEECH) 1)
STATE OF THE CITY ADDRESS 2018

Delivered by Her Worship Mayor ZRT GUMEDE, at Durba n City Hall
31 May 2018

Speaker,

MEC,

City Manager, Mr Sipho Nzuza,

Deputy Mayor Fawzia Peer and EXCO,
Councillors,

Amakhosi nabantwana baseNdlunkulu,
CFO-Dr Krish Kumar,

CEOs of Ushaka Marine and Durban ICC,
ANC leadership and alliance,

Leagues and PYA,

Business, (Musa Makhunga and Andrew Kapila)
Civil society,

Diplomatic corps,

Academia,

Special guests,

Religious leaders,

Members of the public,

Listeners and viewers at home,

Ladies and gentlemen,
Sanibonani,

We are humble to see all of you here and those who are listening and watching from home, streaming live on
YouTube and Facebook. We have also set up some screens for public aml some of our guests who are sitting
outside. Siyanibingelela nonke, nalapho emnyango.

Today, is a new day and a new dawn for eThekwini Municipality. We are having our first State of the City
Address, indeed we are taking this city, province and nation to greater heights.

We are eager to experience and be part of the new dawn our new President , His Excellency, Mr Cyril
Ramaphosa indicated during his State of the Nation Address when he stated that “We are one people,
committed to work together to find jobs for our youth; to build factories an d roads, houses and clinics; to
prepare our children for a world of change and progress; to build cities and towns where f  amilies may be safe,
productive and content. We are determined to build a society defined by decency and integrity, that does not

tolerate the plunder of public resources, nor the theft by corporate criminals of the hard-earned savings of
ordinary people”.

We have been mandated by the African National Congress to restore the conf idence of the people of eThekwini
in a shared vision for radical social and economic transformatio n. Together we must confront the lack of broad-
based economic participation and the social marginalisation of millio ns of poor and landless people. The ANC
has produced many great sons and daughters who lived lives of extraordin ary activism in service to the people
of South Africa and Africa.
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NELSON MANDELA CENTENARY

This year, we celebrate the centenary of the birth of one of the greatest lead ers this country, this continent
and the world has known —Isithwalandwe Nelson Rolihlahla Mandela and Mama Albertina Sisulu. As we do so,
we shall reflect on the past year, in which we commemorated the life  of his friend and comrade, former
President Oliver Reginald Tambo, and the profound impact that that centenar y had on every aspect of the
political work of the ANC and the Alliance. We will not celebrate Madiba withou t mentioning of Mama Winnie
Madikizela-Mandela. As we remember her, we say Mama Winnie didn’t die but she multiplied.

As we celebrate the centenary of the birth of former President Mandela, we must i ntensify our efforts to
realise his vision of a united South Africa in which all live in  peace with equal rights and opportunities. Drawing
on the wisdom of Madiba, as a caring city - we focus all our efforts on improving the lives of our citizens,
especially the poor.

MME ALBERTINA SISULU CENTENARY

This year, we also celebrate the centenary of the birth of Mama Alberti na Nontsikelelo Sisulu, a stalwart of our
struggle whom we remember for her strength, compassion and tireless commi tment to the people of this
country. She was a leader of the ANC, ANC Women's League, Federation of South African Women and the
United Demaocratic Front. Through her remarkable life and outstanding con tribution, she defined what it means
to be a freedom fighter, a leader and a diligent and disciplined servant  of the people. Ma Sisulu dedicated
herself to nurturing and protecting children. She was committed to g ood quality education, insisting that the
youth put education first even during their quest for a democratic, fre e, non-sexist and non-violent South
Africa.

#SEKWANELENO TO ABUSE

Given the current scourge of violence against women and children, let us be men and women of courage to, we
must speak out, seek help and support the vulnerable. In this s pirit, we call on all particular men of courage to
publicly call for an end of violence against women and children, a sure sign of a violence free and caring
society that Ma Sisulu dreamt of.

Sithi sekwanele ukubulawa nokuhlukunyezwa kwabesifazane. Akuphele ukubulawa. In celebrating Mama Sisulu
we will have number of campaigns in partnership with our communities to say — Sekwanele. Akuphele
ukubulawa nokuhlukunyezwa kwabantwana bethu, ogogo bethu kanyenamantombazane ethu. Egameni
likaMama Sisulu - sithi Izigora, Osikagakaga, Amabhoklolo, amaBlesser, nemigulukudu —abehlukane nezingane
zethu. Our men and women of integrity must say like the late Hugh Mas ikela —when he said Thuma Mina
ngiyovikela abantwana nababuthaka.

Speaker, to demonstrate our commitment to address all forms of viol ence, including sexual harassment and
trafficking against women and girls in line with the Sustainable Developm ent Goal 5, African Mayors under my
leadership as the Chair of AFUS resolved that in our next forum we will focus on Women Safety in Cities. This
will be an opportune time to share lessons and approaches to address v iolence against women. It is my belief

that safe cities for women are safe cities for all. | will soon share wi  th all of you our plans and preparations for

the coming Learning Exchange Programme including build-up campaigns.

FIGHTING CRIME

Hon Speaker, in the name of Mme Albertina Sisulu and Madiba, we will con tinue with our fight against crime
and corruption. Criminals, organised and amaPhara must know that Dur ban will no longer tolerate any criminal
elements. We will push them out of the city towards the dark prison cells . We are reclaiming our streets and
our town. Our kids, especially our girls must walk without fear of bei ng raped or robbed in our streets. We will
also not allow people to throw stones over the bridges. We are guiding ever y bridge to ensure the safety of our
road users. Police have arrested some of the criminals and they’ ve promised to make more arrests, hopefully
followed by successful convictions.

We are cleaning our inner city and it's g oing to be difficult to body corporates, tenants, traders both formal
and informal who are disobeying our rules. We are removing all the illegal signs and illegal billboards, clearing
crime and grime. We already have demonstrated in Isipingo. We also commit tha t this is going to happen across
the city and in all the towns from Pinetown to Tongaat.



We are going to close down all the bad buildings, we will condemn them and we ar e willing to expropriate
them without compensation. We will turn all these buildings into soci al housing, AFFORDABLE AND GAP
HOUSING, students’ residents, business or commercial usage and hotels. h all our efforts to promote a safer

city for all, we accept that development of a Safer City is a collecti  ve responsibility for both state and non-
state actors. It is for this reason that we are unshaken on our all-of -society approaches. We equally accept that
safety is a prerequisite and outcome of sustainable development as outli ned in our 2030 vision of being the
most caring and liveable city in the African continent.

FIGHTING CORRUPTION

Hon Speaker, we are not only going to be fighting criminals but we will deal harshly with corruption. When we
deal with corruption, we will name and shame all those who steal from the  poor. We will not name and shame
people on the basis of allegations. We will do it through legal action s not newspapers and fake social media
accounts. Angeke sihlambalaze abantu ezinkundleni nasemisakazweni, sizoya ezinkantalo kube izona ezithatha
izinqumo. We are prepared to fight corruption wherever it raises its  ugly head. We welcome investigations and
audit by credible institutions.

Again we would like to publicly condemn the intimidation of Auditor Genera | personnel. The MEC of COGTA,
Nomusa Dube-Ncube is handling the matter. We have a clear mandate from the ANC of fighting crime and
corruption in the public sector. We are protecting the public resou rces. Asidli — siyasebenza, silwa
nenkohlakalo. We have institutional mechanisms such as the City Integrity and Investigation Unit (CIIU), the
Municipal Public Accounts Committee (MPAC), The Ethics committee, and an indepe ndent Audit Committee
which are in place to provide oversight of financial management an d integrity of the municipality. Legislation
such as the Municipal Finance Management Act (MFMA) also applies and provides guidane. Sinamakomidi Kanye
nemithetho esilawulayo mayelana nokugada ukustshenziswa ngendlela kwezimali z ikahulumeni.

Anyone who transgresses good business principles with the City, be it a member of the Executive, an ordinary
Councillor, any member of our staff or private companies trading with  the City, will be dealt with by the full
force of the law. The City Investigations Unit has completed 326 investigations over th e last financial year.

This ANC led Municipality has adopted a zero tolerance stance to all fo rms of corruption, fraud and
maladministration and have established numerous measures to prevent fraud an d corruption in the city
structures. These include the Municipal Public Accounts committee and an Independent Audit Committee. A
new Disciplinary committee and a black listing committee has also been f ormed to deter fraud and corruption.
Already we have blacklisted 42 companies. Asitatazeli, we are following the proper chann els.

- Sesibophe abantu abadayisa izindlu zeRDP, sithi azidayiswa izindlu zomxhaso ningzithengi

- Sibophe abasebenzi ababili abakade bedayisa umsebenzi bethembisa abantu umsebent kaMasipala
bebagwazisa,

- Sabopha abanye abakade benamaPaySlip omkokotelo bekade bezama ukuthenga izimoto ngomguny#thi

- Sabopha abanye abakade bedayisa izincwadi zamaKhansela

- Siphinde sabopha nabantu abadayisa oPlastic badoti

- Abanye bayashiya sisabaphenya ngoba silwisana nenkohlakalo

Sithi umphakathi mawubike inkohlakalo. We have all the mechanism to protect all the whistle blowers. Sonke
kumele sithi - ThumaMina ukuyolwisana nenkohlakalo, lets report this to proper insti  tutions.

UNQUALIFIED AUDIT - AG REPORT

We are also pleased to announce that eThekwini Municipality has again received an unqual ified audit and the
municipal entities, Durban ICC and Ushaka Marine World have both received clean audit o utcomes for the
2016/17 financial year. What is exciting is that ICC and UShaka Marine are led by our wome n, we are
encouraged and more confident that our women are excelling in their deployments.

The AG report reflected that the number of findings was significantly red uced by 60 % with no major or
material issues. We have implemented a zero-tolerance approach to non- compliance and an intense focus and
commitment towards good governance.



STATE OF THE ECONOMY

Hon Speaker, our city has been rated as the most liveable city in South Africa. We are ahead of Cape Town and
City of Johannesburg. People find our city, our environment, and peop le friendly and warm. On the same
week, Durban was also named by Brand SA, as the most improved image. We are on the right track, we are
positive and optimistic about our today and tomorrow. We believe that it possible that in the year of President
Nelson Mandela. Lastly, the rating agencies known as Global Credit Ratings - a review was conducted and
resulted in an upgrade of the Municipality’s Long -term national scale credit rating by one notch from AA to
AA+. This means we are not about to hit any Junk state; Durban is above JUNK status.

On top of that our Chief Financial Officer —Dr Krish Kumar has received an award of being the best CFO in
South Africa. On top of that we received another award for leading in Employment Equity and Gender Equity.

The long-term challenges facing the country include the creation of a stron ger, more inclusive and more
resilient economy. Similar to the national projections, the KZN econo mic outlook is also on an upward
trajectory but expected to grow by 1.2% and 1.3% in 2018 and 2019, respe ctively. The key sectors contributing
to KZN’s economy, particularly in job creation and poverty alleviation, ar e: manufacturing, construction,

transport, finance, tourism and others. The turnaround in the economies  of our trading partners will benefit

KZN, since we contribute meaningfully to the South African GDP.

The budget we are tabling is set against the backdrop of slow economic growt h where tough choices had to be
made to achieve the development outcomes for the city. Economic challenges will continue to pressurise
municipal revenue generation and collections in 2018/19, hence a conservative approach has been adopted
when projecting expected revenues and receipts. According to report by StatsSA, our City’s quarterly
unemployment rate decreased to 21.9% during the 4th quarter of 20 17 after 23.3% in the 3rd quarter.
Approximately 1,9 million people were living below the poverty line in 20 17 in the eThekwini Metropolitan
area. We need to work harder.

ECONOMIC GROWTH

The year 2018 has therefore been declared as ‘100 YEARS OF NELSOWANDELA: THE YEAR OF RENEWAL, UNITY
AND JOBS.'Speaking back in 1991, President Mandela said—“The economy of this country always has and will
continue to remain central to our struggle for national liberatio n. On the one hand the black majority is
desperately fighting to redress historical injustices and present ine qualities and on the other hand the white
minority government is using every means at its disposal to maintain eco nomic power in the hands of the
whites and big business in particular .”

Our generational mission as the Metro of the ANC, is to radically empower our people and to redress
imbalances of the past. Our struggle will be in vain if we do not address our economy. We must not behave as
if we are not aware of our realities. The economy of this city is notin  the hands of our people. It is a fact that
Whites and Indians are controlling the economy of our city includin g foreign nationals. We need to create
opportunities for our people through agricultural flagship projec t known as RASET, our radical economic
transformation and also grow our rural and township economy. We h ave linked the programmes of Poverty
Eradication, and the RASET with Operation Sukuma Sakhe (OSS) to ensurehat we have an integrated, targeted
and effective service delivery approach to prioritise the most impoveris hed wards and households in a
structured manner.

There is no need for violence, intimidation, corruption and emotions  to transform the economy. We need to be
united and agree to change and also agree to share —the cake is too big. Awuphele umona. Big business must
learn to share with small business and local business, they must als o mentor them. It should not be about BEE
scores and compliance but it must be based on understanding our revolution ary cause and understanding goals
of the NDP. This however doesn't give right to small business to stop an d intimidate projects. This is bad for
our image and investment portfolio. Big business is willing to shar e but there must be proper engagements.
Police will no longer tolerate disruption and lawlessness in the city and KZN province as whole. Our police have
begun to say —Thuma Mina to deal with crime. Our duty as the government of the peopl e and responsive ANC
led city, is to create a conducive environment for investors. We mu st create an environment for business to
thrive in order to create the much needed jobs. Government alone cannot create jobs.



THE BUDGET

We are proud to present to you today our balanced and fully funded budget which will ensure delivery in terms
of the needs identified in our IDP, as well as ensure the financial viability and sus tainability of the Municipality.
We have ensured that there is a good balance between economic, socia | and rehabilitation expenditure. The
total budget is R45.8 billion and is made up of an operating budget of R38.7 billi on and a capital budget of R7.1
billion.

Despite increasingly challenging circumstances, service delivery will con tinue to be sustained through this
budget by reprioritising expenditure to ensure key objectives are achieved. Provi sions in this medium term
budget continue to support government 's commitment to broadening service delivery and expanding
investment in infrastructure. This budget has been developed to contribute to  the municipality achieving the
strategic objectives of the IDP. The 2018/2019 MTREF is informed by the mun icipality’s | ong -term financial
strategy with emphasis on affordability and long-term sustainability.

TARIFFS
Rates:

Residential Properties valued up to R 230 000 will be exempt from paying rates. All other properties
valued above R 230 000, the first R 120 000 no rates charged

Pensioners, child-headed households, disability grantees and the medica lly boarded. In addition to the
above, a rebate not exceeding R 4 364 has been approved

Water: The first 6kl of water is free to households with property values under R250 000.

Electricity: The first 50kwh of electricity is free to residents using less than 150kwh per month in
Eskom reticulated areas. The first 65kwh of electricity is free to r  esidents using less than 150kwh per
month in eThekwini reticulated areas.

The tariff increases are as follows:

Property Rates will increase by —6.9%, Electricity will increase by - 6.84% whilst the Eskom increases
7.32%.

Water —15% for domestic and 15.5% for business whilst the Umgeni Water Board increase was 13.7%,
Refuse and Sanitation —9.9%

National Treasury have undertaken a benchmarking exercise of cities. The r esults show that of the big Metros,
eThekwini has the lowest monthly bill for middle income households. As r egards households living in affordable
housing, the results also show that despite Ethekwini tariff increases bein g over CPI, the monthly bill is once
again the lowest. There was no comparison of high income households, but we ex pect a similar trend.

COSTS

The main driving costs relate to Bulk Purchases of water and electricity whi ch make up R11.2 billion or 32.9%
of the operating budget, staff related costs which totals R10.4 billion  or 30.5%, and contracted services which
make up R5.08 billion or 14.9% of the operating budget. These 3 costs make up almost 80% of the budget.
Unfortunately, we have little control over the bulk purchase costs and sala ry related costs as these are
determined outside of the Municipality. NERSA and Eskom determine the electricity incr ease, Umgeni Water
Board determines the water increase and SALGA with the labour unions determine the salary increase.



AUSTERITY MEASURES

We are committed to reducing costs and ensuring value for money for o ur ratepayers. Some of the initiatives
relate to:

Utilisation of vehicles being closely monitored. Under-utlised vehicles be ing removed and pooled.
Unauthorised also use being monitored.

Cost benefit analysis being done in terms of lease vs purchase, as well as repair ver sus replacement
Fuel, overtime, security costs, catering, consultant costs are some of the costs that are closely
monitored

Benchmarking of costs undertaken by Management Services. SABS standards also being &sl.
Productivity analysis to include value for money and staff redeployment.

All travel being closely monitored —approval by City Manager

We are cutting catering costs and T-shirts budget

REVENUE
Total revenue is R38.7 billion. The major sources of revenue are as follows:

R13.1 billion or 34% from Electricity

R9.2 billion or 24% from Grants and Subsidies
R7.4 billion or 19% from Property Rates

R4.4 billion or 11.4% from Water

These 4 sources of income make up 88.4% of the total revenue. The Municipality is committed to maintaining
our excellent cash collection rate and liquidity. We have a strategy in  place to maximise collections and ensure
revenue completeness.

JOB CREATION

This budget has a key focus on job creation —because 2018 is dedicated to jobs, unity and renewal. We have
several programmes, including the EPWP, which focus on vulnerable groups, especially women, youth and the
disabled. We also have several catalytic projects, in particular the  Go Durban project, which will create
corridors with nodal development, mixed use and densification.

We are committed in job creation. We will be able to achieve that by working wi  th private and public sector.
As the city we have created work opportunities

@ About 200 Metro Police new recruits will be starting on the 1 % of June. We hope they'll respect their
jobs and stop playing WhatsApp during working hours.

We have trained about 1389 plumbing contractors to undertake water related services.

1500 caretakers employed at Ablution Facilities - a further 50 to be employed

366 Community Based Contractors employing about 1770 people for Refuse Removal servces
13 graduate engineers employed under the Water mentorship program

140 Community Based Contractors utilised in the roll out of rural water and san itation projects
EPWP Grant is R75.3m-Work opportunities estimated at 25 855

Zibambele Poverty Alleviation (R95.2m) —over 6500 jobs created.

Sihlanzimvelo Stream Cleaning (R38.5m) - over 500 jobs created

Q 8 8 8 8 ¥ 8 8 8

R107.8m on various youth skills development programs



@ 85 Community Gardens. Provided R33.6mbut is expected to increase once planning for the Agripark is
completed

@ Vulnerable groups R22m provided

CATALYTIC PROJECTS

We are continuing with attracting big business into the city and makin g Durban an investment destination. We
are working with big business and we have about 25 catalytic projects. The projects are poised for a major
boost with several catalytic project which will create investment and employment and bus  iness opportunities.
We recently did a sod turning ceremony at the Point Waterfront promenade.

The R300 million Beachfront promenade extension is a catalyst to the R35 billion P oint Waterfront development
to be undertaken in three phases over five to ten years. This project  will unlock R35 billion development, R200
million annual rates revenue, 11 000 jobs and about 7000 permanen t jobs. The city is going to further invest

more R120 million in terms of water reticulation which will create about 300 jobs du  ring construction.

A key project is our Go Durban! Project. This will provide our people with cheaper, greener, more reliable and

faster means of transport, and thus improve their quality of life. In add ition, we see the project as stimulating

nodal development and densification with mixed use leading to more econo mic development and job creation
which will help address unemployment and inequality. Most importantly, it wil | help address the apartheid era
spatial planning of the City that we have inherited. The project h  as a total Investment value of R63 billion and
will create 17 335 construction jobs and 1 659 permanent jobs.

Economic Nodes

The C3 corridor from KwaMashu Bridge city to Pinetown and have spent over R2billion which has
attracted business to invest in retail and housing, this interest has attracted investment above a
R1billon which attract more than 2000 jobs. During its construction it has generated more 1000 jobs.

Bridge City we will have GAP housing provided by private sector and that pr oject is worth more than
R500million. It will create jobs during construction and once completed . We are building a Government
Mall from the next financial year which will have all services of government and we are making
contribution.

We have facilitated the establishment of Umhlanga precinct which hav e projects such as Nedbank
office, The Arch and Oceans Umhlanga all under construction. All th ese projects create more than 2500
jobs during construction, once ¢ ompleted they’ll create more than 2000 jobs and increase our rate
base by R250million annually. The combined investment of these projects is about R6billion of which
Ocean Umhlanga is R4billion alone. Our contribution is about R150million. Umhlanga corridor which
links our economy to our neighbouring municipality like KwaDukuza, Dube Tra de Port and King Shaka
Airport.

In the South, we have about R1billion project which is known as Clair wood Logistic Park (at the old
Race Course). This project is already under construction and has created more than 300 jobs and once
it has been completed it will have more jobs.

lllovu Auto Supplier Park- this R6,5billion project will create 6,00 0 during constructions and 2,600
permanent jobs. It is the partnership between us, TOYOTA, and province. It w ill give opportunities to
black and small manufactures to supply TOYOTA with products.

In the Outer West, we are pleased to announce the progress in the Keystone p roject which is a logistic
hub which was facilitated by us and there is a private sector investo r. The investment is now sitting
above R1,5billion and more than 400 jobs were created during const ruction. This will revitalise the
economy of the area with job opportunities in the industry. The Economy in  the Hammersdale area has
been revitalised since this project and more industries are establishing manufactur ing sites there.
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West: Ntshongweni project is coming this is a mix used project, it will link u s to Umsunduzi Municipality
and this will create more rate base. Next year in March there will be a regiona | mall, it will create
thousands of in the inner and outer west.

In the inner city we have a Centrum park project, in front of the city hal . It will have government

offices, new library, new council chamber, and Go Durban station. The pro gress is that we are going
ahead with construction of the library and national treasury has given us a Go ahead to develop the
site. We are engaging for additional financial assistance for the area. Work streams comprised of
various department have now been established.

Cornubia: it already has started, when it is completed the entire development  will create 48,000 permanent
jobs. Other areas like Suncoast Casino, Umhlanga, Keystone, are progressing very well.

There are other projects that were mentioned by the Premier, during the state of the prov  ince address that we
are excited about, these are:

R3.8 billion Amaoti Greater Housing Project in eThekwini;
R1.8 billion eThekwini Inner City Regeneration Project;
R6.3 billion KwaMashu Bridge City Urban Hub;

R2.9 billion Umlazi Regeneration Project; and the

R4.2 billion Cornubia Phase 2, Project in eThekwini.

RADICAL ECONOMIC TRANSFORMATION

We are going ahead with our radical economic transformation programme. The on radical socio-economic
transformation was a non-negotiable prerequisite for achieving a natio nal democratic society — NDR. MEC
Zikalala uyichaze ngokuthi - “Sikhulisa Umnotho, siwubuyisela ebantwini.”

We will unbundle the opportunities for the benefit of local contractors, black professionals and black business
in general and Africans in particular. We must all work together for th e success of this programme. We will be
building capacitating small business through our incubation programme. W e have identified those areas that
will be lucrative for the economic transformation. We have set aside R5million for  this incubation project.

We are also reviewing the City’s Economic Growth a nd Job-creation Strategy this year where we will devise

creative ways in which to promote Durban as an ideal investor location for businesses—one of the relevant
projects here relate to the Industrialization Revitalization Strategy as we Il as a study on the cost and ease of
doing business. These initiatives are supported and guided by the City’s Spatial Development Framework. This
Development Framework guides the spatial distribution of land uses in the municipa lity and gives tangible
effect to our spatial vision by directing where the city should intervene  to achieve our economic development
and transformational objectives.

DUMISANI MAKHAYHmighway is one example where we have opened a billion road project that will  unlock
development, economic opportunities for the people of the affected ar eas and the entire city. We are doing
away with apartheid planning that separated our people through such dev elopment. This road is one of the
major investment by the government totalling more than R1.3 billion . The DUMISANI MAKHAYE HIGHWAY makes
a huge contribution to the socio-political and economic transformation obj ectives, including job creation,
participation of small and emerging African and local contractors; a s well as the training and skills
development for young people through participation in learnership program mes. The MidWay Mall and its
construction will start in August this year and everything has been app roved. We will ensure that local youth,
business and people will get opportunities for business and jobs.

RASET

Since the adoption of the RASET programme by Council on the 20" June 2016 which is about 24 months ago.
The municipality has gone a long way in reigniting the agribusiness sector withi n the city with a special focus to
the small scale farmers and small processing companies. In Support of small farmers, we have procured about 6
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tractors to support the more than 400 small scale farmers in an around eT hekwini. Sifaka ogandaganda
bangempela hhayi laba beKwaito neQgomu music. The municipality owned tractors are also supplemented by
the use of local small scale contractors who provide mechanization services on behalf of the municipality.

We have facilitated the farming and ploughing of more than 234 hectares of small sca le farmers, this is a sum
of just above 150 famers who have received mechanisation support and experienced a n increase in their
production yields. About 30 cooperatives have received infrastructure support related to Fen cing and
Irrigation, the construction of this infrastructure is currently ongoing. Ar  eas such as Umzinyathi, Cottonlands,
uMbumbulu, KwaDabeka, KwaMashu, Inanda, Zwelibomvu, Waterloo and Newlands.

As of February 2018 the municipality assumed ownership of the Rainbow chicken fa rm based in Cato Ridge. To
date the municipality has been busy with Securing the site, Infrastructure and renova tions assessment and
Maintenance of the yards. More than 500 farmers attended the Launch of the RASET progr amme and
Mechanisation held in Ottawa March 2018. Various opportunities were shared with the farmers including the
production of Rabbits. These are the niche markets that the municipality is keen to sup port.

TOWNSHIP DEVELOPMENT

We are moving forward with all the projects we have announced for township develo pment. Yesterday we were
in Umlazi doing a SOD turning on Sbusiso Mdakane road next to kwaMax ad on Friday we are going back to do
another SOD turning at Umlazi Station for another mall. There will be a number of developments from Umlazi,

KwaMashu, kwaMakhutha, Mpumalanga, Inanda, Intuzuma, Clermont and including other townships.

We are bringing all services closer to the people, creating an env ironment that will make township business to
thrive. There will be more jobs created in townships and through our infra structural investment like road,
electricity, fibore and water. We are turning our townships to become a New Jer usalem away from apartheid
Jericho status. In addition to that our Planning Unit continues to undertake sho rt, medium to long term plans in
order to facilitate new investment, redevelopment of land as well as regula tion of the built environment. In
the current financial year, the following plans will be completed and adopted by Coun  cil:

Spatial Development Framework 18/19 Review

Ward 105 Local Area Plan

Cato Ridge Local Area Plan review

Nsimbini -Golokodo Functional Area Plan and Land Use Management Scheme

Central Densification implementation pilot projects i.e Bonella, Pinetown and Cha tsworth
Student accommodation Precinct Plan -

Mpumalanga Northern Functional Area Plan and land Use Management Scheme

In addition, we have witnessed successful implementation of the Spatial Pl anning & Land Use Management
Bylaw which will catalyse further reforms in the City’s Planning system.

TOURISM

EThekwini has always been a popular tourist destination for domestic a nd international tourists. Over the
years we have hosted many significant world events that has helped to put Durban on the global travel market.
This year we hosted the Africa Travel Tourism (formerly known as Tour ism Indaba) where we once again played
host to the world. The future bodes well for our tourism market follo  wing the decision by British Airways to
introduce direct, non- stop flights between London’s Heathrow Airport and King Shaka Internationa | Airport
from October this year.

SMART & FUTURE CITY
The budget also focuses of taking our city forward and on helping to make us a smart and futur e city.

As a city we are committed to the triple bottom line, and in particular, enviro nmental sustainability. We are
committed to reducing our carbon footprint and meeting the Paris Agreeme nt targets. We are currently rolling
out a pilot in respect of electric buses. We have several projects to ensur e environmental sustainability which
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relate, inter alia, to, energy efficiency, retrofitting buildings, wa ter sustainability, food security, alternate
sources of energy, health, biodiversity, etc.

We are clearly a leader in South Africa and Africa in terms of going g reen and reducing our carbon footprint.
We are committed to building a green economy and addressing climate change. Ultimately, we want to uplift
the quality of life of our people socially, environmentally and economically.

INNER CITY REGENERATION

The implementation of The Integrated Public Transport system, catalytic projects to gether with the Built
Environment Performance Plan will assist in spatially transformi ng the city. The City is committed to
revitalizing the inner city through our Inner City Regeneration Plan which aims to attract business back into
the city centre.

Our plan has already received an international recognition and our duty is to fully implement. We are cleaning
crime and grime; we are taking the city back from criminals.

We want to bring back our people, visitors, business, students and touri sts back to the inner city. We have set
aside a budget for it and we will have a ZERO tolerance approach.

ANNOUNCEMENTS

| would like to give feedback and also make some announcements:

One Number—We have launched a single number. Instead of memorising many numbers. This new platform of
accessing the contact centres is Toll-Free to both landlines and cell pho nes and ultimately means that instead
if remembering 5 different numbers, the citizen will need to know one nu  mber that will link them to municipal
services.

Mayoral Hotline —We have also launched the Mayoral Hotline in February which i s in my office. The line deals
with escalated queries. We have received more than 400 cases ranging fro m complaint of service delivery,
business proposals and some even asking for appointments to meet the Mayor for personal. As a mother and a
leader, | will make time but | will also delegate to councillors and officials when | am not available.

Statue of President OR Tambo & NR Mandela—we have already started the procurement process. Our call is for
local artist —this is part of radical economic transformation agenda.

Rebranding - We have established a committee that is composed of the affected departments. We hope to
unveil our new LOGO before the end of this year. | am urging all those in creative space and schoo | kids to start
thinking about a design of our LOGO and new image.

Smart City —In terms of smart city initiatives, we have embraced the 4th Industrial Revolu tion and invested in
information systems and digital technology. This includes projects, such as, public WiFi, oblique photography,
Go-Durban related technology, an eProcurement system, initiatives to automa te processes moving into a
paperless/green environment, one number for call centres, eServices - city services through the web, FEWS —
flood early warning system, etc. We certainly appreciate that we need to  be smart and innovative, but that
we also prioritize projects to ensure ratepayers get bang for their buck.

Hon Speaker, we have increased our Free Wifi hotspot to 90 and by the end of this year we will be sitting at
140. The total number of unique devices registered has grown from 1 20 000 to over 600 000. Feedback from
the some of the users from eMlazi, KwaMashu, Inanda and on social media indicates that:

The availability of free Wi-Fi has improved access to informati on, it has allowed residents to apply for
jobs online

It has allowed students to focus on improving their studies throu gh online research without the
financial strain

SMME'’s are able to do business transactions without leaving the township
It has promoted the use of municipal facilities where free Wi-Fi is provi ded such as parks, libraries and
sporting fields.

We are also installing smart metering at water and electricity. We have a Iready started with our electricity
department; this is good news for our consumers. We will have for mal launch when we roll out the programme
in full.
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Invest Durban —We have launched an invest Durban department, to make a “step-change” in eThekwini’s
attraction and retention of significant new investment, for the benefit of ALL. We will be going to London to
engage more investors and other countries or cities in future. | will soo n be announcing TEAM DURBAN soen
that will advise me on economy as a Mayor. In the next July Council meeting, | willan nounce Team Durban.

Moja Cruise —we will be giving incentives to taxi drivers and owners who are res pecting our rules. We will
official launch this pilot project this year. Our aim is to transf orm the PUBLIC TRASPORTndustry for the
benefit of our public. Also to empower and transform the mini bus oper ators so that we respond to the
stigmatisation associated with the operations.

Title Deeds —We have initiated and driven a program of issuing of titte deeds, through the collaboration with
national and provincial government. This has seen over 2 mon ths the distribution of over 300 title deeds for
houses built. This program is about dignity of our people.

SERVICE DELIVERYve are committed in service delivery because this is what people and our ra tepayers are
expecting us to do. We were able to achieve despite the challenges.

- We have built about 3000 houses,

- We have connected about 1700 new water connections

- About 10000 electricity connections including rural and informal settlements, siyageda
ngezinyokanyoka.

- About 17km on access roads, sidewalks and gravel surfacing have been completed

CHALLENGES
We have had our fair share of challenges and we believe that we will be able to eventual Iy prosper.

As Amilcar Cabral once said —“Hide nothing from the masses of our people. Tell no lies. Expose lies whenever
they are told. Mask no difficulties, mistakes, failures. Claim no easy victories.”

Project stoppages —this is a serious challenge; we have been forums that are stoppi ng work in the city.
Some of these business forums are receiving information from ou r officials, project managers and even
the main contractor. They are colluding to change their pricing range bu t we welcome the efforts by
the office of the Premier to deal with this matter politically and legally.

Rapid Urbanisation — Due to unemployment, more people are moving into Durban which is the on ly
metro in KZN. Some come from other ACROSS THE BORDERS of countries in Asia, 8wrn Africa like

Mozambique and Lesotho and statistically there is an indication that relocati ons to Durban is mainly
from Eastern Cape and within the KZN province this result is a hu ge strain on the capacity of our

services and also increased our service delivery backlog. this has affected areas like; Umkhumbane,

Amaoti and Malukazi. these are some of the areas that are affected by TB a nd other diseases due to
poor social conditions. we are working with national government and pro vince in responding to such
matters affecting people health but also aligning city’s and provin cial social infrastructure delivery

programs to increase capacity to deal with such.

RMS Billing System - we have a challenge with people getting higher bills a nd unable to pay. We are

really concerned as a result, we are investigating the system and also going out and having roadshows
over weekends. We will also be introducing a new debt collection system kn own as 80/20. If you owe

us electricity we will install a prepaid meter and allow you pay us in instalment. We will announce soon
with more details.

Climate Change —the issue of climate change is affecting us. Last year in Oc tober we experienced a
biggest disaster which destroyed our properties, eroded soil and we lost ma ny lives. The areas that
were mostly affected were the areas in the South. We have set aside about R8million which will assist
us with research and strategies. We urge communities not to build houses in fl oodplains and next to
streams, don’t throw litter anywhere this affect our environment.

Land invasion —People are invading private and public land. Some of the land have been earmarked for
serious projects. We reiterate our position that land invasion is ag ainst development. We condemn land
invasion, land grabs and land occupation.



BUDGET HEARING ADJUSTMENTS

Budget presentations were made at the 8 main regions of the municipality as well as to other organisations
including civic and religious organisations, Amakhosi and the Durban Chamber of Commerce and Industry
(DCCI).

All questions/issues raised by the public were recorded together with the res ponses made by councillors and
officials. The issues raised by the community and responses made during th ese hearings are being covered in
separate detailed reports to be submitted to the various standing committees a nd Council. Furthermore, the
issues raised are being forwarded to the appropriate departments for commen t and action. Thereafter the
various courses of action taken by the responsible departments will be tracked on a monthly ba sis.

The following are summarised common issues raised by the communities:

HOUSING:

People have requested for housing in most regions. Housing projects started but not completed. Certain houses
were sub-standard and in a poor state of repair. RDP houses being sold/ren ted. Certain houses were destroyed
by natural disaster and still not yet repaired. Some RDP houses have no electricity, water and sanitation.
People have complained about situation in all Transit camps. For over 2 0 years the city has delivered houses
but we acknowldged that the finalisation of permanent tenure has d rastically lacked behind due to many
reason within and outside our control.

ROADS, TRAFFIC CALMING AND BRIDGES:

People have spoken, bathi abantu badinga amaBridge, speed humps and sidewalks. The units must now
undertake a thorough assessments and respond to key safety impact raised by our people with urg ency.

ELECTRICITY:

Our people have requested for electricity service connections by some resi dents, streetlights, outages like in
Mbumbulu, lllegal electricity connections resulted in deaths.

WATER:

The issue of water leaks and burst pipes not being attended to timeously. Concern over the condition of the
dam at Umnini. Request for water reservoirs like KwaNdengezi, Wastage of water when usi ng standpipes.

SAFETY AND SECURITY:

People have requested for Police station and police visibility. People h ave spoken — nathi sizwile
sizokhulumisana nabakhulu abafana noMEC Mxolisi Kaunda.

SANITATION:

People have requested for ablution facilities, toilet blockages are not fixed ont  ime, VIP toilets not cleaned for
a long time in some areas. Ablution blocks in a certain area not in use and being damaged —no water.

PARKS, RECREATION, CEMETERIES AND CULTURE:

People have requested for community halls, grass cutting and tree fel ling requested in certain areas. Our
youth are requesting for New libraries, youth centres, creches and sporting faci lities. Namabandla acele
izindawo zokukhonzela

HEALTH & ENVIRONMENT: Abantu bakhale kakhulu ngokushoda ngezibhedlilaemitholampilo, omahamba
nendlwane,nokunyuswa kwezikhathi zokusebenza kwemitholaMpilo —phecelezi working hours.

CLEANSING AND SOLID WASTE: People have also raised the issue of waste collection and illegal dumping.

SKILLS, JOB CREATION AND YOUTH DEVELOPMENT:

Our youth have requested for skills and youth development programmes, vul nerable groups and women
empowerment programs. Local people are not getting employment opportuniti es for projects being
implemented in their wards. They said we need to drop the experience requirement for entry posts.
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AMAKHOSI

Ondabezitha have requested that we meet atleast once a month to consider iss ues that comes from Councils.
We have sent that request to the office of the Speaker and Chief W hip and he will advise. Sinizwile
bondabezitha nikhuluma ngodaba Iwentuthuko, olomhlaba kanyeNengalasizin da ezindaweni zamakhosi
ikakhulukazi udaba lukaGesi namanzi. Sizokwakha isakhiwo seABM esizobhekana nqo nalaldaba

GENERAL: Zikhona nezinye izindaba ezifana noSoup Kitchen, land inva®n, Business Hub project
yakwaMakhutha, izindlu zaseSobonakhona, abanye bakhononda ngamaKhansela. Sinizwile futhi szoniphendula.

FEEDBACK FOR COMMUNITIES

Thank you for participating and attending budget roadshows. This is an i mportant process and people make
demands after we have adopted budget because they don't attend these hearings.

To address some of the issues raised, firstly | will establish a Mayor al Prioritisation Committee that will look
into prioritising issues and projects. The committee will align ou r Manifesto and IDP or Budget. Lelikomidi
lizoginisekisa ukuthi imali yamaBlocksum isetshenziselwa ukulungisa izinto ezishiwo umphakathi kusukela
eWardini kuyaphezulu.

In this budget there are blocksums totalling approximately R4 billion over th e MTREF period, which covers
Electricity, Water, Sanitation, Solid Waste, Roads, Housing Interim S ervices, Health, ETA, Parks and
Recreation.

Furthermore, zonal blocksums of approximately R1billion over the MTREF period have been set aside for ward
priorities. This will be used to address concerns relating to pedestria n bridges, traffic calming measures, health
hazards, sidewalks, passages and other critical issues, especially in under developed areas and will be
prioritized taking into account the areas with the most need.

INTERGOVERMENTAL REQUESTS

The municipality will communicate with the Provincial Authorities, where r  equests were made for schools,
hospitals and other projects that are provincial competencies. Furthermor e, in view of the number of
comments received in respect of the condition and maintenance of provinci al roads within the municipal
boundaries, the municipality will initiate a process of engagement with the Prov  incial Department of Transport
in this regard.

We are also grateful of the support we have been receiving from our Premier, Willies Mchunu and our regional
champion MEC Nomusa Dube-Ncube. We also appreciate the support we have received fiom our President, His
Excellency, Cyril Ramaphosa and Minister of COGTA, Dr Zweli Mkhize We are one, united government who is
committed to service delivery. We are responding to the call of Thuma Mina and Renewal.

YOUTH

We are capacitating the Youth Office and we have drastically increased their budget. Our youth office is doing
visible and good programs which is targeting all stakeholders across the board. We will continue to support our
young people. Our future leaders. We will be launching our Youth Month projects. We are looking into the
issue of Youth Unemployment and we had a successful Career EXPO andYouth Indaba at the ICC. The event
was organised by ICC and us, including Independent Media group. It was attended by almost 17000 young
people.

We have assisted more than 10 000 youth on our training and skills programme such as internship, artisan and
plumbers, graduate work experience, learnerships, undergraduate pro gramme. We have spent over R200
million. We are preparing youth for employment through giving them work skills. We a  re in skills revolution.

In the main, we want to create a conducive environment for our you th, children, school children so that they
can grow to fully realise their dream. We want our youth to choose Durban as the city for study, work, growing
and raising their children when they are old.
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CONCLUSION

| would like to thank our Treasury team for producing a balanced and credible budget that we all can proud of.
We cannot do everything we want within a budget, but believe we have our pri  orities right and there is a good
balance between social, economic and rehabilitative spends.

National Treasury have assessed the budget and had this to say and | quote, “ The budget is therefore credible,
reliable, funded and sustainable over the MTREF in terms of Section 18 of the MFMA.” Unquo te.

I would also like to thank my office, the office of the Speaker, Secretar iat and the team that ensured that we
hold successful 1zimbizo and State of the City Address. Siyabonga City Manager Mshazi, DCMs, CEOs of our
entities, my ANC leadership, my family and everyone who is here today. | would like to thank m embers of EXCO
and our deputy mayor for always being there to support in my present and absentia.

As we are celebrating the centenary of Tata Madiba and Mama Albertina Sisul u in 2018, | want to conclude with
these inspiring words from Tata Madiba’s words and hopefully inspire you in terms of bu siness’s corporate
social responsibility to our local communities. | quote , “A fundamental concern for others in our individual and
community lives would go a long way in making the w orld the better place we so passionately dreamt of.”

Asinanzondo, asinamona, sithunyiwe uKhongolose futhi siyawudumisa umphakahi wethu.

| thank you
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1.2 COUNCIL RESOLUTIONS

1.2.1 BUDGET RELATED RESOLUTIONS

That the following resolutions approving the 2018/19 - 2020/21 MTREF of the eThekwini Municipality
and its entities tabled in terms of Section 24 of the Municipal Finance Management Act (MFMA), are
submitted to the Executive Committee for consideration and adjustment where necessary.

That note be taken of the contents of the budget documentation circulated in accordance with the
Municipal Finance Management Act, No.56 of 2003.

1.2.2 ESTIMATES OF INCOME AND EXPENDITURE

(i) That in terms of section 24 of the Municipal Finance Management Act, 56 of 2003, the annual
budget of the municipality for the financial year 2018/19; and indicative allocations for the
two projected outer years 2019/20 and 2020/21; and the multi-year and single year capital
appropriations are approved as set-out in the following tables of the budget document:

% Budgeted Financial Performance (Revenue and Expenditure by Standard Classification) (Table
A2;Page 68)

% Budgeted Financial Performance (Revenue and Expenditure by Municipal Vote) (Table A3;
Page 69)

% Budgeted Financial Performance (Revenue by Source and Expenditure by Type) (Table A4;
Page 70)

< Multi-year and single year capital appropriations by municipal vote and standard classification
and associated funding by source (Table A5; Page 71)

(if) That the financial position, cash flow, cash-backed reserve/accumulated surplus, asset
management and basic service delivery targets are adopted as set out in the following tables:

< Budgeted Financial Position (Table A6 ; Page 73)
+» Budgeted Cash Flows (Table A7 ; Page 75)
+ Asset Management (Table A9 ; Pages 77-79)
% Basic Service Delivery Measurement (Table A10 ; Page 80)

1.2.3 MUNICIPAL ENTITIES

That the Municipal Entities budget as reflected on pages 312 to 340 of the budget documentation be
approved
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1.2.4 RECAPITULATION: VALUATION OF RATEABLE PROPERTY

That it be recorded that the recapitulation certificate summarising the valuations of rateable property,
as certified by the City Valuer, is laid on the table.

The following resolutions, pertaining to property rates (items 1.2.5 to 1.2.10) and in conformity with
the provisions of Section 14 of the Local Government: Municipal Property Rates Act 6 of 2004 and

Sections 17 (3) (a) (ii) and 24 (2) (c) (i) of the Local Government: Municipal Finance Management Act 56
of 2003, be adopted.

1.2.5 DETERMINATION OF RATES

In terms of Section 8 of the Local Government: Property Rates Act, 2004 read together with the Rates
Policy, as amended, and to be adopted with the current budget, the Municipality may levy different
Rates for different categories of Property.

That the rate randage for the said financial year for the eThekwini Municipality, be and is hereby
assessed and levied for the following categories at:

Categories - 2018/2019 2019/2020 2020/2021
Cents in the Cents in the Cents in the
I o rand rand rand |
Residential at | 1.1191 1.1255 1.2032
Agricultural at . ' 0.2798 0.2814 0.3008 |
" Industrial at _ 3.2748 3.2936 3.5208
| Business and commercial at _ - 2.5375 2.5520 2.7281
_Public service infrastructure at f 0.2798 0.2814 | 0.3008
Vacant land at f 5.0176 5.0464 5.3946
Unauthorised or illegal development or | |
use and abandoned property or building 7.8337 | 7.8787 8.4223
at
Rural Residential at } 1.1191 | 1.1255 1.2032
“Urban Development Line at | 1.6558 | 1.6653 1.7802 |

Multiple-Use Property will be dealt with in accordance with the Rates Policy.

1.2.6 EXEMPTIONS, REBATES AND REDUCTIONS

That the following reductions on the market value of the property and rebates on the rates payable, be
and are hereby granted in accordance with the Rates Policy.

1.2.6.1 RESIDENTIAL PROPERTY

That in addition to the statutory reduction of R 15 000, a further reduction of R 105 000 be and is
hereby approved for property values exceeding R 230 000. The conversion of the aforementioned

residential reduction into an application driven rebate is hereby extended by one year to the
2018/2019 financial year.
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1.2.6.2 PUBLIC BENEFIT ORGANISATIONS

That on application and approval, only Public Benefit Organisations listed in clause 7.5 of the
Municipality’s Rates Policy 2017/2018 shall receive an exemption from rates.

1.2.6.3 SENIOR CITIZENS, DISABILITY GRANTEES / MEDICALLY BOARDED PERSONS AND CHILD
HEADED HOUSEHOLDS

(i) That in addition to the reduction in 1.2.6.1 above, a rebate not exceeding R 4 364 or such
lesser amount as may otherwise be payable, be and is hereby approved for qualifying Senior
Citizens, disability grantees / medically boarded persons and child headed households as
defined in the rates policy.

(i) That it be and is hereby resolved to place a maximum limit of R 2 miltion on the value of the
property, in order to qualify for the Senior Citizens rebate in (i) above.

(it)) That it be and is hereby resolved that a rebate under clause 7.2.2.(g) of the rates policy may
be granted to qualifying Senior Citizens who are trustees in a trust, notwithstanding that an
independent professional person also holds office as a trustee and does not meet the qualifying
criteria.

1.2.6.4 LIFE RIGHTS SCHEMES AND RETIREMENT COMPLEXES

That on application and approval, a 25% rebate be granted to qualifying Life Rights Schemes and
Retirement Complexes registered in terms of the Housing Development Scheme for Retired Persons Act
65 of 1988.

1.2.6.5 SCHOOLS NOT FOR GAIN
That a rebate of 50% be and is hereby granted to qualifying schools not for gain.
1.2.6.6 BED AND BREAKFAST UNDERTAKINGS

That on application and approval a rebate of 50% be granted to all Bed and Breakfast establishments
that satisfy the requirements of the Rates Policy, as amended.

1.2.6.7 GUEST HOUSE UNDERTAKINGS

That on application and approval a rebate of 25% be granted to all Guest House undertakings that have
a valid Registration Certificate issued by eThekwini Municipality.

1.2.6.8  BACK-PACKER LODGES, HOLIDAY ACCOMODATION AND STUDENT ACCOMMODATION

That on application and approval, the following rebates shall apply to Back-packer establishments that
satisfy the requirements of the Rates Policy, as amended:
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a) Where up to 40 beds are available to guests, a rebate not exceeding 50% will apply;
b) Where up to 80 beds are available to guests, a rebate not exceeding 25% will apply;

(i} That on application and approval, property let out for the purposes of Holiday Accommodation,
be granted a rebate of 64%

(i) That on application and approval, property let out for the purposes of Student Accommodation,
be granted a rebate of 25%.

1.2.6.9 NATURAL AND OTHER DISASTERS

i) That on application and approval a temporary rebate of 75% be granted in respect of
property damaged by disaster for a period of six months or a portion thereof.

(i1) That on application and approval, a further temporary rebate of 75% be granted thereafter,
for a period not exceeding six months.

(iii) That the rebate is granted on the category of property prior to damage.

1.2.6.10 VACANT LAND

That the reduction of R 30 000 on the market value of Vacant Land located in ‘outside the Urban
Development Line’, as defined in the amended Rates Policy, be granted.

'S

1.2.6.11 MUNICIPAL PROPERTIES

All municipal owned properties are exempted from property rates, except for Trading Services.

1.2.6.12 NATURE RESERVES AND CONSERVATION AREAS

That on application and approval, nature reserves and conservation areas shall be excluded from rates.

1.2.6.13 ECONOMIC DEVELOPMENT

On application and approval by Council, all non residential developments which fall within the City, as
contemplated in the Economic Development Incentive Policy of Council read together with the Rates
Policy shall receive a rebate limited to :

(i) Green Field Development as defined in the Rates Policy; and
(ii) Brown Field Development as defined in the the Rates Policy.

and as per the table below:
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F VALUE OF DEVELOPMENT REBATE ON TAX PAYABLE IN PERCENTAGE
R (MILLIONS)
0 - 50 15%
[ 51 - 150 o 25% gl
151 - 300 50%
301 and above 65%

1.2.6.14  SPECIAL RATING AREAS
(1) That the existing Special Rating Areas as indicated in Annexure A be and are hereby noted.

(i) That in respect of the Special Rating Areas, additional rates, as indicated in Annexure A hereto,
be approved and levied in respect of each category of property within the boundaries of the
Special Rating Area.

(iiiy That for the purposes of clause 9.3.1.2 of the Rates Policy, the minimum total value of
properties, be determined at R400 Million.

1.2,6.15 CONSULATES

That property owned by Consulates be valued and rates be raised and recovered from the Department
of Internationat Relations and Co-operation in terms of the Diplomatic Immunities and Privileges Act
2001

(Act 37 of 2001).

1.2.7 PHASING IN OF RATES

That the following phasing in of rates be and are hereby approved subject to Section 21 of The Local
Government: Municipal Property Rates Act 6 of 2004:

(i} A rate levied on newly rateable property must be phased in over a period of three financial
years.

(i) A rate levied on property belonging to a Land Reform Beneficiary or his or her heirs must, after
ten years from the date on which such beneficiary’s title was registered in the office of the
Registrar of Deeds, be phased in over a period of three financial years.

The phasing in discount on properties referred to in (i) and (i) above will apply as follows:

a) 75% in the first year
b} 50% in the second year
¢) 25% in the third year

(iii) A rate levied on newly rateable property owned and used by organizations conducting specified
public benefit activities and registered in terms of the Income Tax Act for those activities must
be phased in over a period of four financial years, with the following phasing in discounts:

a) 100% in the first year
b) 75% in the second year
c) 50% in the third year
d) 25% in the fourth year
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1.2.8 FLAT SERVICE CHARGE RATE FOR FORMAL PROPERTIES VALUED BELOW R 185 000 AND
INFORMAL SETTLEMENTS WHERE WATER AND ABLUTION FACILITIES HAVE BEEN PROVIDED

That a flat service charge rate be investigated for formal properties valued below R 185 000 and those
informal settlements where water and ablution facilities have been provided.

1.2.9 DATE OF OPERATION OF DETERMINATION OF RATES

That this determination comes into operation on 1 July 2018.

1.2.10 FINAL DATE FOR PAYMENT OF RATES

(i) Where rates are payable in monthly instalments, such payments shall be in twelve (12) equal or
near equal instalments payable 21 days from the date of account.

(i) Where rates are payable annually the final date for payment shall be 31 October 2018,
provided that where this date falls on a Sunday or public holiday payment shall occur on the
last working day prior to such Sunday or public holiday.

1.2.11 ADMINISTRATION CHARGE ON ARREAR RATES

That the administration charge on arrear rates as referred to in Section 10.7 of the Credit Control and
Debt Collection Policy is determined at 10%. Collection of arrear rates is in accordance with the Credit
Control and Debt Cotlection Policy.

Interest on Arrears
That the interest rate to be applied to arrear accounts, shall be the interest rate as prescribed by

Regulation 9 of the Municipal Property Rates Regulations, 2006.

1.2.12 OTHER TARIFFS AND CHARGES

(i) That other tariffs and charges as circulated with the budget document in terms of section
24(2)(c)(i) and (ii be approved for the financial year commencing 1 July 2018.

(if) That NERSA’S proposed municipal Electricity Tariff guideline increase of 6.84 %, be hereby
approved by Council, it being recorded that the application supporting this tariff increase is yet
to be processed by NERSA. Any changes to NERSA’s proposed tariff increase will need to be
considered by the Council.

(ifi) That the average Water tariff increases of 15.0 % for residential properties and 15.5 % for
commercial properties be hereby considered by Council
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1.2.13 DOMESTIC WATER DEBT RELIEF PROGRAM

That it be and is hereby resolved to place a maximum limit of R 250 000 on the rateable value of the
property in order to qualify for the Water Debt Relief Program.

1.2.14 BUDGET RELATED POLICIES
(i) RATES POLICY

That the Rates Policy adopted by Council on 26 April 2018 remains unchanged and is hereby approved.

(i)  CREDIT CONTROL AND DEBT COLLECTION POLICY

That the Credit Control and Debt Collection Policy adopted by Council on 26 April 2018 remains
unchanged and is hereby approved.

(ifi) TARIFF POLICY

That the Tariff Policy as adopted by Council on 2017-05-31 remains unchanged for the 2018/19
financial year.

(iv)  FUNDING AND RESERVES POLICY

That the Funding and Reserves Policy adopted by Council on 3 May 2010 has been reviewed and remains
unchanged.

(v) BUDGET POLICY

That the Budget Poticy adopted by Council on 23 February 2011 has been reviewed and remains
unchanged.

(vi) INVESTMENT FRAMEWORK POLICY AND BORROWING POLICY

That the reviewed Investment Framework policy and Guidelines as adopted by Council on 2017-06-28
remains unchanged.

(vii)  SUPPLY CHAIN MANAGEMENT POLICY

That the Supply Chain Management Policy as amended be adopted with the final budget.
(viii) OTHER BUDGET RELATED POLICIES

That in terms of Section 24(2)(c)(v) of the Municipal Finance Management Act, 56 of 2003, there are
no proposed amendments to any other budget related policies.
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1.2.15 CAPITAL EXPENDITURE ESTIMATE

(i) That in those instances where information has been provided in terms of Section 19(2)(b) of the
Municipal Finance Management Act No. 56 of 2003, together with project procurement
scheduling, the approval of the capital budget constitutes project approval for the specific
projects as reflected in the detailed capital budget. It being noted that project budgets will be
re-prioritised if departments fail to submit their project procurement schedules.

(ii) Where information in terms of Section 19(2)(b) is not provided, specific project approval is to
be sought from Council during the course of the year and that approval by Council be given only
if the report seeking approval is accompanied by the specific project procurement schedule.

(iii) That the capital budget procurement process commences with the approval of the tabled
budget.

(iv) The spend on the capital budget for the first 6 months of the financial year is targeted at not
less than 35%.

1.2.16 BORROWINGS TO FINANCE THE CAPITAL BUDGET

That authority be sought from Council for the raising of appropriate long term debt in terms of Section
46 of the Municipal Finance Management Act No 56 of 2003, to finance in part the municipality’s
capital budget over the MTREF period. In this regard authority is sought to raise an amount of R1 billion
per annum over the MTREF period.

1.2.17 HOUSING/HOSTELS DEFICIT

(i) That the estimated Formal Housing Deficit of R 31m for the 2018/2019 financial year be met
from the Rate Fund.

(i) That the estimated New Development Housing and Hostels deficit of R 578.4m be funded from
the Rate Fund.

(1) That appropriate interventions be escalated by the Executive Committee including, inter alia,
the phased introduction of economic rentals, the constructive engagement of the Provincial
State Authorities to secure additional funding and strategies to reduce electricity and water
consumption.

1.2.18 NEW FUNCTIONS/ SERVICES

That no new functions or service be introduced without specific approval thereto by the Council after
full consideration of the effect thereof on the Council’s Budget. In addition the budgets pertaining to
new functions or services can only be approved in principle and thereafter would have to be prioritised
in terms of the Integrated Development Plan together with all other submissions that have been
received.
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1.2.19 MEASURABLE PERFORMANCE OBJECTIVES

That in terms of Section 24(2)(c)(iii) of the Municipal Finance Management Act No. 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 Table SA7 ( Page 148 ) be approved.

1.2.20 INTEGRATED DEVELOPMENT PLAN (IDP)

That the draft reviewed Municipality’s Integrated Development Plan (IDP) was tabled with the budget
in terms of Section 17(3)(d) of the Municipal Finance Management Act No.56 of 2003, it being recorded
that the annual review process as prescribed in terms of Section 34 of the Municipal Systems Act, is

continuing and that report to the Executive Committee will be submitted on completion of the
consuttative process.

1.2.21 PARTICULARS OF INVESTMENTS

That in terms of Section 17 (3) (f) of the Municipal Finance Management Act No. 56 of 2003, particulars
of the Councils investments are reflected in Tables SA15 - SA16 (Pages 158 - 159).

1.2.22 REMUNERATION OF COUNCILLORS AND SENIOR OFFICIALS

That in terms of Section 17(3)(k) of the Municipal Finance Management Act No.56 of 2003 that the
proposed cost to Council of the salary, allowances and benefits of each political office bearer,

councillor and senior officials of the municipality and its entities, is reflected in Table SA23 (Page
169).

1.2.23 UNFUNDED MANDATES

That the Council make representation to the Provincial and National Government regarding unfunded
mandates presently undertaken by the Municipality with a view to securing funding for those services.
The cost of unfunded mandates is set out hereunder:

R'm

Libraries 303.3
Health - other than municipal health services 357.4
Museums 71.0
Housing: New Development and Hostels 578.4
Formal Housing 31.0
1341.1

21



1.2.24 IMPACT OF HOUSING EXPENDITURE ON THE CASH RESERVES

That Council make representation to the Premier of the Kwa Zulu Natal Province regarding expenditure
incurred in previous years by the municipality amounting to R 3.98 bn for the construction and
provision of housing done on an agency basis on behalf of the KZN Department of Human Settlements
(KZN DOHS) in order to secure funding.

In addition, in order to avoid the cash reserves dropping below prudent levels that could negatively
impact our good credit rating, the municipality only implement KZN DOHS approved housing projects
and implementation (incl. invoicing and submission of claims to KZN DOHS) of these approved projects
to be in line with the approved KZN DOHS budget and cash flows.

1.2.25 FREE BASIC SERVICES

That the Basic Services Package as set out on page 94 is approved for the budget year 2018/2019.

1.2.26 OFF BALANCE SHEET FINANCING

That approval in principle be granted for alternate financing options/models to be considered,
incorporating but not limited to Sect 33 (Contracts having future budgetary implications) of the MFMA
type arrangements, to finance major infrastructure works requiring significant capital sums over
several years where risks and rewards are equitably shared between the municipality and its chosen
partner/s. Each specific project will be submitted to Council for consideration.
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1.2.27 CATALYTIC PROJECTS

In keeping with National Treasury’s directive to stimulate the economy, grow the rates base and create
jobs, the City is considering the implementation of several catalytic projects, subject to these projects
having a favourable return on investment (ROI).

That Council supports these projects in principle and that whilst initial funding has been provided for
feasibility studies, further funding be sourced during the year as and when the prajects are ready for
implementation.

1.2.28 FOOD AID PROGRAM (SOUP KITCHENS)

That the engagement of faith based organisations and NGO’s to assist the municipality in its food aid
program by adopting soup kitchens be investigated and where considered necessary a grant in aid be
provided. It being noted that a provision of R 82 million has be budgeted for to increase the number of
soup kitchens from 54 to 73.

1.2.29 HOSTEL COLLECTIONS

That the Council supports the installation of prepaid electricity and water meters for individual hostel
units using the 50/50% principle inclusive of the payment of rentals, in view of the low hostel debtors
collection rate of 5%.

1.2.30 METER READING STRATEGY

(i) That the Electricity and Water Units finalise their strategy on the replacement of electricity and
water meters. It being noted that the Electricity Unit is currently in the process of finalising an
implementation plan for all electricity meters to be smart by 2026 and therefore any new
connections will be on a prepaid basis. A similar implementation plan needs to be developed by the
Water Unit.

(i) That the feasibility of combining the electricity and water meter reading services be investigated.

1.2.31 DESTINATION MARKETING PROGRAMS

(i) That Council approves the hosting of the destination marketing programs as budgeted for and
indicated on Annexure B.

(i) That authority be granted to the City Manager to negotiate benefits and rights to leverage the
destination and profile Durban with the organizers.

(iii) That authority be granted to the City Manager to conclude contracts with the owners in terms
of the partnership investment.
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ANNEXURE A - 2018/19

ADDITIONAL RATES LEVIED ON SPECIAL RATING AREAS (1.2.6.14 REFERS)

Special Rating Areas

Residential

Business and
Commercial

Industrial

Vacant
Land

Agriculture

Unauthorised/
abandoned

Public |
Service
Infrastru
cture

a) Precincts bordered by Monty
Naicker, Dorothy Nyembe, Anton
Lembede and Dr Yusuf Dadoo Streets.
(CBD Precinct)

0,00166

0,003765

b)Precinct bordered by Soldiers Way,
Dr AB Xuma Road, Florence Nzama
Street and Bram Fischer Road. (North
East Business Precinct)

0,0005

0,000646

0,00989

c) Precinct bordered by Dorothy
Nyembe Street, Margaret Mncadi
Avenue, Beach Walk and Anton
Lembede Street. (North East Business
Precinct)

0,0005

0,000646

0,00989

d) Precinct bordered by Soldiers
Way, Bram Fischer Road, Sylvester
Ntuli, KE Masinga and Archie Gumede
(Place) Roads. (North East Business
Precinct)

0,0005

0,000646

|
0,00989 |

e) Precinct bordered by OR Tambo
Parade, Dr Pixley KaSeme Street Mall,
Rutherford and Gillespie Streets
(South Beach Precinct).

0,001888

0,004282

0.008467

f)  Umhlanga Promenade Precinct
bordered by Ocean Way (South), Lot
430 (North), Lagoon Drive (West) and
the Indian Ocean (East).

0,001089

0,00247

0,004883

g) Precinct bordered by Burlington
Road, Burlington Drive, Nagel Road,
Windsor Road, Midmar Road and
Henley Road.

0.003177

0.007204

0.014246

0.022241

0.000790 |

h) Umhlanga Village Precinct
bordered by Flamingo Lane, Ocean
Way, Lagoon Drive,McCauland
Crescent, Weaver Crescent and the

| Ruth First Highway.

0,002635

i) Giba Gorge bordered by N3 Highway |

(South), Reservoir Road, Jan Smuts
Avenue, Galloway Lane, Mountbatten
Place, Alexander Drive, King etshwayo
Highway (East), Portion 157 of Clifton
(North) to Saint Helier Road (West)

0,000483

0.002164

0,000121

j) Maytime Community bordered by
M13 Highway, Woodside Avenue,
Haygarth Road, Abrey Road, Msonti,
Quilhall Lane, Alexander Avenue,
Mtonbi and Victory Road.

0,003647

0,00827

0.016353

K) Area consisting of the length of
Florida Road, from Lillian Road to
Mitchell’s Park, including properties on
both sides of Florida Road.

0.002978

0,006753
|

0,008715

1) Westville Perth West Area bounded
by Glencairn Close in the West, Stanley
Teale Road in the South, Robert
Herrick Avenue in the North and the
eastern boundary consisting of Linford
Place and Drayton Place in Westville

0.004359

0.004359

0.004359
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ANNEXURE B

DESTINATION PROMOTION PARTNERSHIPS

PROGRAMS

| Fact Durban Rocks:

July and
December

The program takes place during Fun or mid tourism season as well as
during the December festive season. It is a major attraction for
tourist to visit the City.

" Durban Beach
Extravaganza

July

Promotes and provides nautical and aqua sport entertainment
experience during holiday season along the Beachfront. It also has a
knowledge empowerment element for the students interested in aqua
sport that feature as sport tourism experience.

Joyous Celebration |

July/
August

Biggest Gospel show attracting high LSM from various parts of South
Africa. it has a countrywide roadshow and the brand has huge
following locally and beyond Durban.

South African Music
Conference ( SAMC)

July

Utilization of local talent to promote music that hightights Durban
lifestyle. The conference discusses the commercialization of local
music. Exhibition of Durban emerging talent utilizing township
lounges.

Township Tourism
Experience and Promotion
in across all the townships
in the eThekwini
Municipality

| Jazz in July

Various
Periods of
the Year

July

This is a robust destination promotion of the townships in Durban
during in various seasons of the year to promote township tourism.
This is through leisure, culture heritage, Township Lifestyle
experience with a huge economic impact to the business in townships
and also destination exposure through the hosting of stakeholders in
the familiarization trips in various township tourism products.

Th1s is an entertainment and leisure experience that happens with
the Durban July festivities but a day after (Sunday) the main Durban
July main race. It attracts another targeted visitor’s audience that
love the jazz genre and it extends the length of stay for the visitors
in Durban during the Durban July festivities.

Sports Tourism I

Various
period of
the year

Durban also position itself a premium leisure and sporting destination
hence the partnership with various sporting codes organizations is
paramount to help promote the sporting tourism. The sports tourism
promotion is through the hosting of various local national and
international tournaments in Durban’s world class sporting facilities
like Moses Mabhida Stadium. These sporting cades will range from
aqua sport, soccer, rugby cup tournaments and many more. Sports
tourism attracts a large number of national and international visitors
comprising of the athletes, accompanying friends and relatives of the
athletes and spectators. Sports tourism also affords the destination a
huge media exposure for destination promotion and brand exposure.

The Vodacom Durban July

July

Vodacom Durban July in an annual race horsing event that takes
place on first weekend of July at the Greyville Racecourse. It offers a
variety of activities taking place such as fashion, music and
entertainment and also a showcase of Durban lifestyle. This is
Africa’s greatest horse racing event that is witnessed by just over 56
000 people and it one of the City’s mega events. It draws a number of
visitors to the city, which in turn generates substantial revenue for
the City in turn boosting the economy. The financial and service
support given to this event is substantially outweighed by the amount
of socio economic impact received from visitors, their spending and
destination exposure value received by the City. The event also |
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generates extensive media coverage pre, during and post event. The
coverage received from this event includes the repetitive use of the
Durban in the event name which in turn generate extensive total
coverage that converts to stimulating potential visitor interest to visit
the destination.

The occurrence of this event has become a spring board for
establishment of new SMME’s and significant growth of existing
businesses as it attracts a lot of visitors into the City. The business
development ranges from business within the urban and Township
areas whereby the livelihoods of the various communities are
economically transformed. These visitors arrive with a plan of getting
maximum leisure, sporting and lifestyle tourism and they extensively
spend till the Monday after the Vodacom Durban July weekend.

The City’s participation is in 3 components:

a) The destination promotion leveraging through destination

promotion partnership.

b) The Durban Tourism brand and destination activation at the
Vodacom July. This is through the hosting of national and
international key strategic stakeholders which includes Tourism
trade (from tour operators to tourism buyers), media, Captains of
industry and influencers in the tourism destination promotion
space.

¢)The Durban July Local fashion talent development through the
partnership with Gold Circle a components of the Durban Fashion
Development Programme

Imbokodo Jazz Festival

10.

August

In line with the women economic empowerment in the women’s
month, this is a programmer that completely has women feature in it
This is from the planning, management, artist performance as well as
the provision and oversight of the event technical logistics. The
unique offering attracts domestic visitors into the City to experience
leisure tourism.

The Royal Soapie Awards

August

This is an annual soapie awards ceremony that attracts a large
number of actors and captains of industry in the television, film, film
production and acting industry. As there awards features celebrities,
it attracts those followers as Durban visitors across the country and
beyond South Africa. It also attracts media who give media converge
to Durban. This programmes also embarks in educating young people
that aspire to be in that industry with knowledge empowerment. And
afford them work shadowing opportunities as they coordinate and '
stage the program.

The Loeries Creative
Week

August

This programme is about the recognition of the top achievers in the
creative economy. It attracts national and international media and |

the captains of industry who play in the space of the creative
economy. It is also a work shadowing and mentorship platform for to
young people including students that aspire to be in the creative
industry.

12.

Township to Township
Marathon

September

An annual qualifier marathon that alternates each year between
KwaMashu to Umlazi. As the marathon happens, the local
communities gate business opportunities brought in by this marathon
from the spectators. There is also a township promotion brought
benefited through the marathon route in exposing what the township
has to offer hence stimulate culture and heritage tourism.

13.

Shisanyama Festival
|

| September

| This program takes place during the heritage month and it brings

together diversity, fashion, art & craft and food particularly the
shisanyama experience at is predominantly in the townships. It is also |
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a platform to recognize and acknowledge the various township based
shisanyama restaurants that are predominantly owned by African
emerging businesses. This also gives them exposure at this festival
and the diverse ethnic groups get a taste their cuisine.

14,

East Coast Durban Day

October

This is a program that celebrates Durban and its local talent led the
leading provincial radio station ECR. It promotes social cohesion and
civic pride of Durbanites.

15.

16.

House and Garden Show

October

Promoting and taking Township Kasi Lifestyle Pavillion for music,
food, furniture SMME’s during this packed show across all
demographics.

' Crown Gospel Awards

November

An annual gospel awards ceremony that attracts a large number of
gospels followers across the country and beyond South Africa to
converge to Durban.

17.

Good Sundae

December

‘Good Sundae is a lifestyle program where city trendsetters gather in
one venue to enjoy the countries best hip hop acts. Good Sundae has
made daytime/night time partying on a Sunday a culture for the past
4 years. Good Sundae boasts and attendance of between 3000 and
5000 with the December programs being the most highly attended.
The program primarily attracts the 18 - 35 age group. The program is
always themed which attracts more numbers.

18.

Durban Underground

December

An annual Christmas Day program that celebrates Durban artists and
offers Tourist an entertainment and fun experience during Christmas
day.

19,

Durban Braai Day

December

This is a first time program that envisages to attract 8000 - 12000
attendees to take place at the MMS Peoples park. It will be giving the
visitors and locals an additional desired lifestyle tourism experience
with the vibrant entertainment and great ambience in the festive.
The braai day is characterized as a family fun day which allows the
visitors to travel as a collective family at all times during the festive
season. This program is also platform to drive the campaign of youth
against crime during the festive season.

20.

Durban Beach Festival

December

It is an extravaganza that offers a multiple entertainment package at |
the beach front for the whole family. It also affords a platform for
local artists’ development through performance after a series of road
show recruitments.

Durban Jazz Festival

December

Biggest program in South Africa during the festive season taking place |
on 26 December. Strategic hosting of stakeholders.

22.

ingoma Cultural Zonat
Festival

December
and
January

' Promotes cultural social cohesion, traditional dance competition and
ethnic pride. This is also an appealing attraction to the tourism and it
showcases the culture and heritage of the people of Durban and |
KwaZulu-Natal which is of great interest to tourists. |

23,

Woz’ eDurban Picnic

Program Partnership and
Destination promotion and
leveraging

January

Attracts high LSM from Gauteng and other provinces to come to
Durban during the Festive Season. |t renders opportunity to local
entertainment artists targeting hotel visitors to experience various
option.

24.

Durban All Stars (Gospel) |

December

This is a gospel concert that is staged in commemoration of ending
the year. It has a great following of lovers of the gospel genre who
are then attracted a visitors. It is also a performing platform for
emerging gospel artists who are afforded exposure.
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25.

Metro FM Music Awards
(MMAs) and MMAs Public
Viewing Area (PVA)

February

Music awards owned by the biggest commercial Radio Station. The
Partnership seeks to yield the robust promotion of the destination
through the radios leadership and also leverage on the media muscle
that Metro FM has.

26.

27,

Fill Up Moses Mabhida
Stadium

Lions of Zulu UK tour

December

This is an iconic event that provides a leisure, entertainment and
lifestyle tourism experience that has occurred in other parts of South
Africa. It will attract a large number of visitors national and domestic
from African countries to attend the event that fill up the stadiums in
its maximum capacity of about 80 000 people. This is the bowl, the

| grand stands which then spills over to the outer fields. It attracts a

variety of visitors of LSM 8-10. This will be the launching pad of the
Durban’s festive Season.

February

This is a United Kingdom tour by local group of African artists in
promoting the Durban destination in the UK. It entails performances
in various schools and community shows that promote the
destination. They have in the past also had engagements with the
various local leadership of the City’s in the UK.

28.

Youth in Tourism
Development and Youth
Tourism Experience
Promotion.

Various
periods of
the Year

This is a youth developmental program aimed as empowering youth
through the tourism sector as aligned to the radical economic
transformation. It will happen through various activations and
programs that are run and owned youth within the Durban Area
including townships. The aim is to develop young program organizers
in various platforms to support youth as they showcase the various
talent of the youth in music and also afford the various economic
development opportunities to the youth of eThekwini.
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Durban Picnic Day

Annually
Easters
Weekend

A family orientated event that provides the Durban visitors some
entertainment during Easter weekend as they visit Durban. The day
is also characterized as a family fun day which allows the visitors to
travel as a collective family at all times during the festive season. It
also affords a platform for local artists to perform on stage hence
getting exposure and promoted social cohesion and is converges
Durban’s cultural diversity population in one event.

30.

Tour Durban Cycle

April

A cycle race within Durban of exposing the various attractions of the
City. This destination exposure is through the attraction of cycle
tovers and mass media exposure.

31.

Comrades Marathon

June

This is an international marathon that attracts thousands of athletes
from around the world. The destination exposure is through the live
media broadcast, post media coverage, activations culminating to the
marathon and on the day as well as the accompanying relatives of the
athletes into Durban.

TOTAL BUDGET OF R39 754 870 PER ANNUM OVER THE MTREF PERIOD.
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1.3 EXECUTIVE SUMMARY

1.3.1 INTRODUCTION

The 2018/2019 Medium Term budget is a total consolidated budget of R 45.8 billion which has been developed
with an overall planning framework and includes programmes and proj ects to achieve the city’s strategic
objectives. This budget was set against the backdrop of slow economic growt h where tough choices had to be
made to achieve the development outcomes for the city. Economic challenges will co ntinue to pressurise
municipal revenue generation and collections in 2018/19, hence a co nservative approach has been adopted when
projecting expected revenues and receipts. Despite increasingly challenging circumstances, service delivery will
continue to be sustained through this budget by reprioritising expenditur e to ensure key objectives are achieved.
Provisions in this medium term budget continue to support government’'s commitment to broaden ing service
delivery and expanding investment in infrastructure. This budget has bee n developed to contribute to the
municipality achieving the strategic objectives of the IDP. The 2018/2019 MTREF is informed by the
municipality’s long -term financial strategy with emphasis on affordability and long-term s  ustainability. National
Treasury’s MFMA Circular No89 was used to guide the compilation of the 2018/19 MTREF. In addition, this budget
format and content incorporates the requirements of the Municipal Budget and Repor ting Regulations.

The following budgeting PRINCIPLES were applied in formulating the medium term budget:

- Realistic and achievable collection rates.

- Sustainable, affordable, realistic and balanced budget.

- Major tariffs to be cost reflective, realistic and affordable.

- Budget to contribute to achieving strategic objectives of the IDP.

- Loans to be sustainable and affordable and utilised for capital projects only.

- Balancing capital expenditure for social, economic, rehabilitation and support.

- Need to ensure rates base growth to ensure sustainability of free basic services.

- Holistic: account for basket of goods & services provided, that are needs driven into the IDP.

- Income/ revenue driven budget: affordability i.e. if funds do not materialise review expendit ure.

The main CHALLENGES experienced during the compilation of the 2018/2019 MTREF ar as follows:

- Huge backlogs and further demands due to urbanization.

- Huge impact of IRPTN operating costs on city’s financing.

- Declining trend of cash reserves: need to be closely monitored.

- Economic slowdown & unemployment: impacts on collection rates.

- National Treasury austerity measures with minimal growth in grant allocation s.

- Impact of increased spend in repairs and maintenance and capital on tariff increa ses.

- Limited resources and minimal growth in the rates base & costs to unblock development.

- Increase in informal settlements and the related pressure on the provision of free basic servi ces.

The following are some of the AUSTERITY MEASURES that have been apptieto the 2018/19 medium term
budgets, in order to address the initial budget deficit and ensure reas onable levels of tariffs and also to conform
to National Treasury cost containment guidelines.

- Fleet operations ring fenced for better operational efficiency.

- Productivity assessment and bench-marking of costs undertaken.

- Strategic approach to vacancies. Analysis of vacancies carried out.

- Productivity analysis to include value for money and staff redeployment.

- Utilisation of vehicles being closely monitored via the vehicle tracking system.

- Hiring of plant etc. being investigated. If more expensive, consider purcha sing.

- Fuel, overtime, catering, and consultants are some of the costs that are closely mon itored.
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1.3.2 OVERVIEW OF THE 2018/19 MTREF

OPERATING BUDGET

The operating budget, which funds the continued provision of services pr ovided by the municipality, increases
from R 37.2 billion in 2017/18 to R 38.7 billion in 2018 /19, R 41.7 billion in 2019/20 and R 45.1 billion in
2020/2021 respectively.

The growth of the operating budget is mainly due to:
Repairs and maintenance of infrastructure
Cost of addressing service delivery backlogs
Cost of bulk purchases - water and electricity

Impact of capital spending on operating expenditure
Employee related costs as a result of filling of vacancies and provision for s alary increase

The following are the Main Drivers of the 2018/19 Operating Budget of R 38.7 billion

Water Services: R 6.9 billion, increase of R 744 million (11.7%)

o Bulk Water Purchases R 2380 million

o Free Basic Water R 726 mill ion
0 Repairs and Maintenance R 455 million

o Interest on Loans R 287 mil lion
o Staff Expenditure R 772 million

o Depreciation R 269 million

Water services are provided to approximately 956 000 consumers via 327 storage facilities, 98 pumps stations
and 5 purification works. The maintenance of these facilities and th e reticulation network is vital to ensure
that the system is capacitated to deliver at acceptable standards. The capacity to provi de the service
effectively and efficiently is a critical component in the delivery of sus tainable basic services, for the
improvement of a healthy living environment and in the support of economic development. Due to the
increase in demand, projects to increase the capacity of the bulk water supply in certain ar  eas will continue.
Cities must provide access to reliable, safe water. As part of their obliga tion to deliver basic services, cities
must maximise the availability of water resources, which requires careful man agement, capital expenditure
on infrastructure for extracting, treating and conveying water to the ulti mate user, and technical capacity to
ensure the infrastructure remains in good working condition.

Cleansing and Solid Waste: R 2.1 billion

o Community based contractors R 345  million
o Staff Expenditure R 623 million
o Refuse Bags R 108  million
0 Repairs & Maintenance R 65 million
o Depreciation R 49 million

A refuse removal service is provided once a week to over 956 00 0 households, both formal and informal.
Approximately 81.3 million refuse bags are distributed and over 426 00 O tons of refuse is removed annually,
creating a healthy and sustainable environment for all. The units services also include the transportation of
domestic, commercial and industrial waste, the management of landfill s ites, street cleaning and litter

removal services. The unit engages community based contractors as well as major contractors to provide

domestic refuse collection and litter picking in their contracted areas. All major streets are cleaned on a
daily basis and the CBD streets are swept thrice daily. High pressure washin g of streets and pavements takes
place at night.
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Waste management services are under pressure from rapid urbanisation, populati on growth, unsustainable
consumption patterns and rigid traditional waste-management practices. Cities have little choice but to
adopt better waste-management practices because of the increasing environmenta | pollution and diminishing
landfill airspace, as well as the high cost of developing new landfill  sites. In this regard, the city has
approved a partnership with USAID for a waste incinerator at no cost to the city which will substantially
reduce the dependence on landfill sites.

Sanitation: R 1.9 billion, increase of R 152 million ( 8.4 %)

0 Repairs & Maintenance R 129 m illion
o Free Basic Sanitation R 235 million
o Ablution Facilities R 176 million
0 Staff Expenditure R 434 million
o Depreciation R 226 million

The service relates to the collection and treatment of waste water produced in the city. Approximately
505 000 KL of effluent flows into the treatment works daily. A vasti nfrastructure network of sewer pipeline,

pump stations and waste water treatment works are operated and maintai ned to achieve this. The
municipality also provides services to the rural areas via enviro nmentally friendly and innovative ways of
sanitation disposal, while developing community ablution facilities within informal settlements.

Electricity Service: R 14.4 billion, increase of R 1.0 billion ( 7.5 %)

o Bulk Purchases R 8910 million
0 Repairs and maintenance R 1162 mil lion
o Staff Expenditure R 1288 million
o Depreciation R 388 million

Electricity services are provided to over 718 000 customers within the city and surrounding areas. The aim of
the unit is to provide electricity, public lighting and other energy serv ices to all sectors of the community
and provide energy solutions that promote business growth and en hanced economic stimulation. The
electrical network which includes 135 major substations is progressively expan ded to cater for growth and
new connections. The electrification of rural and informal s ettlement’'s programme will continue with new

prepaid customer connections. A strategy is also being developed on meter replacement using both smart and
prepaid meters.

Engineering Services: R 2.0 billion, increase of R 30.4 million

0 Repairs & Maintenance R 651 million
o Staff Expenditure R 807 million
o Depreciation R 540 million
o Hire of Plant and Vehicles R 102 million

The unit provides engineering, buildings and built environmental in frastructure, surveying and land
information services. This includes the maintenance of the tarred and gravel municipal road network (over
8 200 km) and sidewalks, the storm-water systems of pipes, open drain s and canals as well as the design and
construction of road & bridge infrastructure. The unit is also r esponsible for architectural project and
maintenance services as well as infrastructure management.
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Community and Emergency Services: R 3.2 billion, increase of R 113 mil  lion

o Staff Expenditure R 2596 mill ion
0 Repairs & Maintenance R 116 mili on
o External Security & VIP Guards R 175 million
o Verge Maintenance R 77 millio n
o Depreciation R 234 million

The unit provides Parks, Recreation & Culture as well as Safety and Security services. These entail operation
and maintenance of a range of facilities which include 336 soccer fields, 163 community halls, 141 parks, 57
cemeteries, 96 libraries, 16 museums and 52 swimming pools. The unit also maintains 260 000 ha of verges in
the municipal area. The health department provides primary health car e services to communities via its 58
clinics, 18 health posts and mobile clinics. The disaster management and emergency control unit provides
emergency services and CCTV crime surveillance via 350 CCTV cameras aass the municipal area. In addition,
the Fire and Emergency Services unit operates and maintains 20 fir e stations. The Security Management Unit
manages the external security contract to safe guard ¢ ouncil's assets. The Safer Cities Unit ensures that every
citizen within the municipality is safe, and shares a common understanding on commun ity safety.

METRO POLICE: ADDITIONAL STAFF

When the Ethekwini Metro Police was established in 2000, Council resolved that by 2010 it would be staffed with
5 000 members. As at this date, there are 2 286 members in the unit, thus by Council resolution a shortfall of 2
714. Notwithstanding this, there has been no recruitment of new personnel into Metro P olice since 2009/2010. In
that same period , members have either resigned, deceased, retired etc , th us depleting actual manpower over
the years. Yet also aligned to that 8 years, the Ethekwini region has g rown phenomelaly, this being both in
housing infrastructure such as the Cornubia development, Rive rhorse Valley and various other developments , as
well as becoming a major tourism and conferencing destination , t his at the detriment of no additional
manpower resources for policing .

The three mandated functions of Metro Police are, Traffic Management, Bylaw Enforcement & Crime Prevention.
Yet in addition to this, the following are carried out daily:

Deployment to service Delivery protests, Road Closures, Hostels, Freeways and Highways (rock throwing), threats
from business forums, increased land Invasions as support to Secuity Management, Councillor Protection, up to
11 Gathering Act marches weekly, increased conferencing and events in the city, SAPS and Transport related
mandated functions daily ie roadblocks, vehicle check points, harbour pr otection, illegal taverns, drug related

offences, illegal Foreigners etc . Accordingly, provision has been made for the recruitment of 400 Metro Police

Officers in the 2018.19 financial year.

LAND INVASION: SECURITY

The Security Management Unit has proposed engagement of external security companies to compliment and
assist with preventing the unlawful occupation of land. There are appro ximately 450 informal areas throughout
eThekwini Municipality were land invasion control functions have to be performed daily. Land invaders have
proven to be more audacious in their attempts to occupy land unlawfully thr  oughout the eThekwini Municipal
area. Due to the vastness of areas to be covered and the increase int he number of land invasions, land Invasion
Control is currently only focusing on approximately 13 % of the to tal area due to insufficient capacity . In 2016 a
decision was made by the Council’s Executive Committee to investigate an d engage in private security to support
the Council’s Land Invasion Control branch. The functions of the land invasion control unit will be to monitor and
prevent unlawful occupation of land, demolish unoccupied structures, f acilitate the eviction process through
directive of the court and provide security during the relocation of  beneficiaries of formal housing. A provision of
R 10m has been made in the 2018.19 budget.
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Other

o ETA: Transport Unit R 705  million
0 Metro Police Services R 1232 million
o Information Technology R 454 million
o Events R 139 million
o Tourism Marketing R 41 million
o Economic Development Sector Programes R 32 million
o Poverty Alleviation: Soup Kitchens R 82 million
o Neighbourhood Development R 50 million

JOB CREATION, SKILLS & YOUTH DEVELOPMENT

EThekwini Municipality is determined to improve the lives of all its r esidents, especially those that are
underprivileged. Through township renewal projects, the city has succeed ed in bringing economic opportunities
and job creation closer to the people.

The Zibambele Programme

The Zibambele Programme, which draws on the most destitute citizens in the city, has become an integral part
of the Roads Department’s operations. The creation of work opportunities on eThekwini Munici palities’ road
network to maintain the general condition of the network and also help  to break the poverty cycle of the
eThekwini Municipality’s most needy inhabitants. There are at present over 6 500 beneficiaries deployed and
managed by the municipality. The programme assists economically vulnera ble people on an on-going basis, thus
allowing them to plan their future regarding food, clothing and education. Normal co  nstruction projects have a
limited life span and are unable to offer this level of support and su stainability. To date, the eThekwini
Zibambele programme has been a huge success. By augmenting its internal capacity with community-based
structures, eThekwini Municipality has been able to gain an operational advantage and also help achieve one of
the key objectives of its transformation plan, which is to enable mo re citizens to enjoy an improved quality of
life, now and in the future.

The following job creation & skills development initiatives are underta ken by the municipality in support of
governments call to address unemployment & create job opportunities:

- 1500 caretakers employed at ablution facilities with a further 70 to be employed as fu  rther ablution
facilities are completed.

- Use of 1 389 plumbing contractors on a rotational basis to undertake water related se rvices. Currently
looking to employ additional plumbers to improve turnaround time.

- 366 community based contractors employing about 1 770 people for refuse remo val services
- 13 graduate engineers employed under the Water mentorship program

- 140 community based contractors utilized in the roll out of rural  water and sanitation projects
- 753 people employed by DSW utilising EPWP grant

- EPWP Grant (R 75.3m), maximum payable is R 100 per day of which R 50 issubsidized by National
Treasury. Target to create 25 855 work opportunities.

- Zibambele Poverty Alleviation (R 95.2m) —over 6 500 jobs created.
- Sihlanvimvelo stream cleaning (R 38.5m) —over 500 jobs created.
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FOOD AID PROGRAM (SOUP KITCHENS)

In order to assist the municipality in its food aid program and max imize this service, the engagement of faith
based organizations and NGO'Sto adopt soup kitchens are to be investigated and where considered necessar y a
grant in aid will be provided. A provision of R 82 million has been made to increase the number of soup kitchens
from 55 currently to 73. The main aim is to have 1 soup kitchen per ward by 2019/20. A total of 479 Volunteers
are currently running the soup kitchens on a daily basis and 162 will be added. About 300 beneficiaries are served
in each soup kitchen site.

AGRI-PARK

To ignite growth and create employment, Council approved the establishment of the Radical Agriculture Socio —
Economic Transformation programme. The objectives of the programme are to incubate start -up and growth
entrepreneurs operating in the sustainable food value chain. The i ncubator will be based at the Clairwood Fresh
Produce Market. A capital budget provision of R 5 m, and an oper ating budget of R 18.5m has been made for the
Agri-park in the 2018/19 year. The National Development Plan estimates that agriculture could potentially
create 1 million jobs by 2030.

AGRICULTURE

85 Community Gardens

Fruit trees —average of 10 trees per garden

All Gardens Supported with organic fertilizer and compost.

Provision of fencing, storage containers, toilets and water provision i nfrastructure
All Community Gardens supported with tools

Agripark —additional funds to be sourced once feasibility have been completed
Assessing the role that Trees for Africa would play in integrating Agri farms (R4.5m )

YOUTH DEVELOPMENT

The municipality believes in empowering youth to ensure they contribute to the economic growth and
development of the city. The Mayor’s office runs a number of progr ammes specifically targeted at empowering
young people in the city. The Youth Office runs various progra mmes and works with other departments to drive

youth development. The Youth Office also plays an advisory role to gui de departments about what the city is

doing to promote the development of youth. Youth development is a prio rity as youth are the majority in

eThekwini being about 60 percent of the population.

There are a number of initiatives across the municipality that are specif ically targeting youth development. In
some instances, it is specific areas of scarce skills, in other in stances; it is general up-skilling initiatives.
Investment’s in Youth Developm ent initiatives for the 2018/19 year in respect of trainee / graduate trai nee and
bursary / loan student programmes amount to R 6.2 m. In addition ther e is provision of R 18.9 m in respect of
other youth development initiatives .ie Youth Desk at City Hall, Youth Camp, Youth Rally EThekwini, Youth in
Business summit, Africa Youth Month Commemoration, cultural sports, preven tion of social ills campaign, youth
parliament etc.

COMMUNITY WORK PROGRAMME

In its endless endeavour to create job opportunities for residents, eThekwin i Municipality has employed 1 000
people to be part of the City’s Community Work Programme (CWP) which will ensure a cleaner looking Durban.
Inducted supervisors will ensure the smooth roll-out of the progr amme in 40 municipal wards as a pilot project.
The supervisors will be working with a team of 25 people in each ward to clean schools, clinics and other
government buildings. This forms part of the city’s poverty alleviation progr amme as most participants were
selected from community upliftment programmes.
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ETHEKWINI MUNICIPAL ACADEMY

In 2015 Council resolved to establish an Academy to integrate all trainin g budget, programmes and facilities. The
main objective was to integrate and centralise all training and  development interventions into a single centre of
coordination and accountability. A high level feasibility study has been conducted and recommended that the
Academy should be an entity of the municipality. The Academy has learning and development programmes
targeting internal employees, councillors, community members, government o fficials, officials from other
municipalities and international delegates. Programmes include skills pro grammes, academic qualifications, short
courses, technical skills programmes, seminars, master classes, workshops, on the job training, learnerships,
internships, bursaries, international exchanges, technical support, etc.

Achievements include :

Work experience training to 943 students.

Apprenticeships - 93 apprentices.

Skills Programmes - 366 learners

Learnerships - 359 learners

Bursaries awarded to 35 students

Financial relief to 404 students.

24 Career Expos held

Community Development training to 640 community members
32 MILE Programmes to 4 000 delegates

O O 0O O o o o oo

TARIFFS

The proposed tariff increases for the medium term are as follows:

Assessment Rates 6.9 % 6.9 % 6.9 %
Water

-Residential 15.0 % 15.0 % 15.0 %
-Business 15.5 % 155 % 155 %
Electricity 6.84 % 8.0% 8.0%
Sanitation 9.9 % 9.9 % 9.9 %
Refuse 9.9 % 9.9 % 9.9 %

The above increases in tariffs reflect an appropriate balance between the in terest of poor households, other
customers while ensuring the financial sustainability of the municipality.
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The following are general contributory factors for the increase in levels of rates and serv  ice charges:

The cost of bulk purchases.

Cost of the social package to indigents.

Provision for the filling of critical vacancies.

Salary increase with effect from 1 July 2018.
Increased maintenance of network and infrastructure.
The impact of capital spend on the operating budget.

Rollout of infrastructure and the provision of basic services.

The cost pressures of the water and electricity bulk purchases tariffs continue to  grow faster than the inflation

rate. Given that these tariff increases are determined by the external bodies, the impacts they have on the
municipality’s tariff are largely  outside the control of the city. Furthermore, the adverse impacts of th e current
economic climate coupled with unfavourable external pressures on services, make tariff increases higher than
the CPI levels inevitable.

CAPITAL BUDGET

Capital expenditure is budgeted to rise to R 7.1 bn in 2018/19 and thereafter to R 7.8 bn by 2020/21. R 17.3
billion (approximately 79 %) is allocated to meeting infrastructure and h ousehold services needs and backlogs
over the medium term. R 2.2 billion of this is directed to new housing devel opments and interim servicing of
informal settlements. The capital budget continues to reflect consistent efforts to address backlogs in basic
services and the renewal of the infrastructure of existing network services.

Major Capital Programmes in the Medium-Term Capital Budget:

Low cost Housing and Infrastructure 3416.9
EThekwini Transport Authority (Including PTIS) 3724.8
Electricity Infrastructure 2615.3
Addressing Community Service Backlogs 1356.3
Water Loss Intervention Programme & replacement of water pipes 370.9
Roads Rehabilitation and Reconstruction, and New Access roads 1657.1
Wastewater Treatment Works: Upgrades/Expansion 275.9
Northern Aqueduct —Water 397.7
Western Aqueduct —Water 45.0
Ablution Blocks-Upgrade: Informal Settlements 750.0
Zonal Planning 1006.5
Inner City Regeneration and Warwick Development 90.0
Town Centre Renewals—Nodal developments 624.5
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1.3.3 STRATEGIC PRIORITIES FOR THE 2018/2019 YEAR

The municipality has identified the following priority areas to be addressed during th e 2018/19 financial year.

- Water challenges

- Human settlements;

- Economic development

- Financial sustainability;

- Access to public transport

- Service delivery backlogs

- Climate change mitigation

- Human capital development;
- Energy challenges;

- Health of society;

- Safer city

- Food security;

- Sustainable spatial form;

- Rural development;

- Infrastructure degradation;

- Undermining natural capital,

1.3.4 KEY ISSUES

UNACCOUNTED FOR WATER (LOSS IN DISTRIBUTION)

Despite the numerous interventions, the water loss in distribution continues to  be a serious challenge. Water loss
management is an on-going project aimed at reducing the real water lo sses in the municipal area. The primary
objective of the NRW reduction activities is to reduce the NRW levels from 36 % at present to a targeted and
sustained value of 25 % by June 2019. The estimated water losses were due mainly to illegal connections and
vandalism as well as the aging infrastructure. In order to address the water losses, “early warning” leak
detection monitors will be rolled out on the municipality’s bulk water trunk mains. The challenge faced in
reducing water losses are compounded by the mushrooming of informal settlements, some of which are illegally
connected to the water supply.

To redress this, various strategies are in place including:

- the leak detection and repair strategy

- The installation of pressure reducing values

- The installation of consumer water meters in rural areas

- The installation of bulk meters to informal settlements

- the regularization and registration of water connections

- Upgrading of Industrial, commercial and institutional meters
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The Municipality’s Conservation and Water Demand Management Plan seeks to reduce the water loss to 20% in
the next ten years. New targets by loss type for non-Revenue Water, per the plan are as follows

Losses from bursts, leaks, high pressure and reservoirs are currently at 30%. The target is 25% in the next
five years and 17% in the next 10 years.

Apparent losses which include inaccurate meters and illegal connections , the current loss is 10%. The
target is 5% in the next five years and 3% by 2027.

For authorized unbilled consumption which includes unmetered rural a reas, unmetered informal houses,
RDP developments, firefighting and tanker services, the target is 5% in the next five years and 3% in the
next 10 years, an improvement from the current loss of 10%.

ACTION STATUS ON SOME PROJECTS TO ADDRESS THE WATER LOSS INCLUDES:

Pipe replacement which is ongoing. The approach will be reviewed based on performance, criticality,
vulnerability and network analysis,

Leak detection and reservoir refurbishment will commence.

Efforts are underway in quick response to bursts and leaks. This wil | be intensified and resourced and a
first level rapid response team will be created

Education and awareness campaigns, while ongoing, will be refocused and intensified.

The installation of smart meters, valve control training and r  esizing of meters is still to commence while
the replacement of aged meters is to be intensified under the programme,

The metering of informal settlements will be fast-tracked and a progr amme will commence soon while
the metering of rural properties will also be intensified.

UNFUNDED MANDATES AND FUNDING REALITIES

Certain non-core functions and services which in terms of the co nstitution fall under the responsibility of
National or Provincial Authorities are being provided by the municipality . These functions include the provision of
Health Services, Libraries, Museums, and Housing. The reduction or non —payment of subsidies for these services
require the municipality to allocate its own resources to make up the shortf all. The provision of housing is
dependent on budget allocations by the Provincial and National governmen ts and the actual funding received
does not make it possible for the municipality to reduce the ever increasing hou sing backlog. These unfunded/
underfunded mandates pose an institutional and financial risk to the munici pality as substantial amounts of own
funding is being allocated to non-core functions at the expense of ba sic service delivery. Although much has been
done to address the development challenges of the city, meeting targets will continue to depend on financial
support from Provincial and to a larger extent National Governmen t. Despite additional grants received, the
levels are still not sufficient to meet unfunded mandates. Given adequ ate levels of funding, the city could meet
the huge challenges it still faces.

The costs of unfunded mandates for 2018/19 are as follows:

R’'m

Libraries 303.3
Health —Other than municipal health services 357.4
Museums 71.0
Housing: New Development and Hostels 578.4
Formal Housing 31.0
1341.1
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CLIMATE CHANGE / SUSTAINABILITY

Climate change is recognized as the major environmental problem facing the globe. Escalating greenhouse gas
emissions contribute towards climate change and will ultimately impact on human  health, food security, natural
resources, sea level rise, land loss and coastal infrastructure. Cl imate change embraces far more than
temperature change and may include changes in rainfall patterns, the s pread of infectious disease, increase alien
vegetation invasion and loss of biodiversity.

PARIS AGREEMENT ON CLIMATE CHANGE

The 2015 Paris Agreement is universally regarded as a seminal point in the development of the international
climate change regime under the United Nations Framework Convention on Cli mate Change (UNFCCC). The
Agreement was adopted after four years of intense negotiations mandated by the 17th UNFCCC CoP held in
Durban in 2011. The Agreement is a comprehensive framework which will gui de international efforts to limit
greenhouse gas emissions and to meet all the associated challenges posed by climate change. It signals the
change in pace towards the low carbon development from 2020 onwards throug h commitments of countries in
ambitious national plans called Nationally Determined Contributio ns. This outcome recognises that climate
change represents an urgent threat to human societies and the planet, re quiring the widest possible cooperation
by all countries and other stakeholders. The main objective of the Ag reement is to limit the global temperature
increase to well below 2 degrees Celsius, while pursuing efforts to limit the increase to 1.5 degrees.

South Africa is a signatory to the Paris Agreement and has an obli gation to limit temperature increases to 1.50C,
above pre-industrial levels. C40 Cities Climate Leadership Group have developed ‘Deadl ine 2020 that will
provide more clarity and guidance to achieve their emission reduction targets, based on the classification of the
City; this is in addition to and the next step from the Durban Climate Chang e Strategy (DCCS). It is critical that
the ‘Implementation Plan’ g ap be addressed, and the next step for eThekwini Municipality will be to develop an
Implementation Plan, which will include the following sectors identifi ed by the DCCS and Deadline 2020: Urban
Planning, Transportation, Energy, Buildings, and Waste. It should be noted that while the Implementation Plan is
being developed, there are over 50 mitigation projects currently being implemented by the eThekwini
Municipality. The Paris Agreement is also an important tool in mobilis ing finance, technological support and
capacity building for developing countries, and will also help to scale up gl obal efforts to address and minimise
loss and damage from climate change and increase climate resilience.

ADDRESSING CLIMATE CHANGE CHALLENGES

Climate change is likely to cause a number of challenges for eThekwini Mu nicipality, linked to global impacts
such as increased temperatures, extreme weather events (e.g flooding and dro ught), sea level rise and rainfall
variability, The areas particularly vulnerable to sea rise are coa stal wetland and dune ecosystems. Being a
coastal city with 97 km of high- developed coastline, Durban is particul arly vulnerable to sea level rise. Hunger
and food insecurity are great challenges facing communities residing within the muni cipal area. It is anticipated
that climate change will have a significant impact on the weather varia  bility and agricultural production within
KZN which will in turn impact on the most vulnerable rural communities. Th e remedies are to be sought in
effective conservation measures, responsiveness to climate changes with regard to choice of agricultural
production techniques and products in planning/implementing judicious wa ter management practices and in
preparedness for extreme weather conditions. As such climate change runs the risk of undoing all of the
development gains of the last one and a half decades, and for a city such as Durban, climate change adaption in
all sectors will have to become one of the Municipality’s top development prior ities.

Climate change and rapid urbanization are resulting in significant pro babilities of flood risk to residents of

eThekwini Municipality. The risk to infrastructure and civilians will be catastrophic without a proper early
warning system in place. The Coastal Stormwater and Catchment Management Department is setting up a
Forecast Early Warning System (FEWS) linking hydraulic models, minfall data and warning system in order to
mitigate flooding and similar disasters. This system has the potential to  prevent loss of life and safeguard key
infrastructure during flooding events. CSCM is currently in t he calibration/validation and testing phase of the

FEWS for the entire eThekwini Region, picking up over 250 known flood risk zones.

39



Due to well below average rainfall, the province has been exper iencing a drought. This has impacted on the local
dam storage levels. Despite rains, the drought situation still remain s a challenge in eThekwini Municipality.
However, a number of interventions have been implemented by the municipa lity to ensure that taps do not run
dry. While some supply systems have recovered following rains, t he Umngeni River System, which supplies water
to the largest portion of the population, is under strain. Water savi ng measures implemented by the municipality
include, installing water restrictors, dealing with water leaks promptly, shutting down water supply to all
reservoirs to fill up as well as awareness campaigns to educate and empo wer residents. Plans and studies are
underway to channel water from the Mkomazi River by 2025 to hel p quench the thirst in the municipal region.
The proposed Smithfield and Impendle dams would also enable Umgeni water to pr ovide water to eThekwini for
30 to 40 years. To augment water supply through using renewable energy in water distribution systems, a mini
hydropower plant will be included to the existing Western Aqueduct Hydropow er project. The project aims to
maximise overall benefits from the infrastructure and its impacts and redu ce greenhouse gas emissions. In order
to ensure a sustainable water supply in the city, the municipality has devel oped a comprehensive Water
Conservation and Water Demand Management Plan for the next ten years. To beef up eThekwini’s portable water
supply to residents, the municipality is to pilot an energy savings and env ironmental friendly water system
desalination technology demonstration plant.

CLIMATE CHANGE: ETHEKWINI LEADING THE WAY

According to Public Sector Manager magazine dated February 2018, the Ethekwini Municipality has led the charge
by developing a City-wide climate change adaptation and mitigation strategy that  was approved by Council in
2015. Development of the strategy followed the successful hosting of the United Nation's Climate Change
Conference in Durban in 2011, although a Municipal Climate Protection Programme (MCPP) had already been
developed in 2004. EThekwini's strategy covers a broad spectrum with seven priority areas, namely, water,
health, biodiversity, food security, sustainable energy, transport, and waste & pollutio  n.

Climate change is a significant threat and causes challenges through i ncreased temperatures, extreme weather
events, sea-level rise and climate variability. Temperatures in Durban are projec ted to increase by 1.5 |C and
2.5 |C by 2065 and by 3.0|C and 5.0 |C by 2100. This is likely to manifest through an increase in extreme rainfall
events and stream flow intensity, with prolonged dry spells between rainfall  events. Sea level rise along our
coastline is occurring at 2.7cm per decade and may accelerate in th e future. Current predictions are that a
number of economic and tourist areas may be affected by sea level rise. An increase in damage can also be
expected by more frequent extreme events such as flooding and storm surges. Iti s therefore clear that climate
change is a threat to sustainable development and could undermin e poverty alleviation efforts and have severe
implications for food security, clean water, energy supply and environmental health

The financial effects of climate change can be just as devastating as the physical ones. Unexpected disaster
management costs relating to storms, flooding, unusually huge waves, er osion, fires, and droughts can impact
significantly on the City’s budget. Climate change runs the risk of undoing all of the development ga ins of the
last two and a half decades, and for a city such as Durban climate cha nge adaption in all sectors has become one
of the Municipality’s top development priorities. These business risks forms the economic rationale for going
green. It does not make sense only from an environmental or world citize n perspective, it makes sense from a
bottom-line point of view too.

With respect to responding to the threat of climate change, the Durban Adaptation Char ter (DAC) and the Durban
Climate Change Strategy (DCCS) are pursued as the core elements of our respnse. COP17-CMP saw a significant
emphasis placed on adaptation as a necessary climate change response at the international level with the signing

of the Durban Adaptation Charter (DAC). The DAC commits signatories to ten pri nciples of climate change
adaptation action with the aim of supporting local authorities to respond effec  tively to climate change. In order

to fast track implementation a ‘Networks of Networks’ model has been adopted i n which cit ies that are leaders
in climate change adaptation in a region serve as Durban Adaptation Charter Regional H ubs.

Implementation of the Durban Adaptation Charter is done through the maintenance and advancement of the
Central KZN Climate Change Compact. This is a partnership between Durban and surrounding local and district
municipalities to address climate change at a regional scale in an integrated fashion. This provides an
opportunity for the municipality to work and share resources at a scale much larger than its current boundaries,

whilst addressing climate impacts upstream in catchments before they reach the mun icipality’s boundaries. The

DAC has advanced the international reputation of eThekwini Municipality thro ugh its innovative approach and
ability to drive international processes, such as the inclusion of cl imate change adaptation in the Paris
Agreement.
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The Durban Climate Change Strategy is the tool by which climate chang e is addressed in eThekwini Municipality.

The integration of mitigation and adaptation in this strategy is viewed as a global lead. Political oversight is

provided by the Municipal Climate Change Committee chaired by the Mayor and administrative oversight via the

Disaster Management Advisory Forum’s DCCS Technical Task Team. Wing 2017, the City secured technical

expertise assistance through the C40 Climate Leadership Group to start the pr ocess of developing
implementation plans for the ten themes of the DCCS. An appointment has be en made and the process has
started.

The key sustainability initiatives in each sector follows hereunder:

WATER

New aqueducts

Channel water from the Mkomazi River by 2025.

Building Smithfield and Impendle dams.

A mini hydropower plant included in Western Aqueduct Hydropower project.

The City’s Water Conservation and Water Demand Management Plan for the next ten years.

Protecting and enhancing revenue streams to optimise the usage of available water resources.

Increase water reuse to 100M/day by 2022.

Housing projects have included water-efficient showerheads and faucets, as well as ra inwater harvesting
through jojo tanks.

Installed pressure reducing water valves.

Several projects relating to wastewater works (WWTW’s). This includes trunk sewer, pumping systems
and the expansion of the Hammarsdale wastewater treatment works.

The Wastewater Treatment Plant Public Private Partnership project.

Another key wastewater treatment project is the Organica Plant.

The Remix project - desalination technology demonstration plant.

Several water saving devices, such as devices that could reduce flows on taps and showers.

HEALTH

Health surveillance of premises to monitor and evaluate health risks and hazard s in the environment,
scrutinise building plans, participating in environmental impact assessments.

Surveillance and prevention of communicable diseases by investigating the environmental f actors leading
to the cause, promoting health and hygiene programmes and educating communities.

Environmental pollution control by identifying water, air and soil polluting agents.

Air quality management through emission inventory monitoring, modelling and toxicological reports.
Noise management through controlling and preventing vibration and noise poll ution.

Water quality monitoring through the implementation of the Water Quality Strategy.

Food safety management by monitoring the formal & informal sectors to ensure the safe h andling of
food.

Vector control to identify and eradicate vector habitats and breeding places.

Disposal of the dead - by monitoring practices at cemeteries and crematoria.

Chemical safety by licensing and auditing premises that deal with chemicals.

Waste management by ensuring proper refuse management, liquid management, pro per disposal of
health care risk waste, disposal of diseased animal tissue, and usage of sludge.

Clean and functional rivers help reduce the impacts of water-borne diseases.

Derelict and abandoned buildings pose an environmental and health & safety risk are being addresse d.
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BIODIVERSITY, REFORESTATION & ECOSYSTEMS

The Durban Metropolitan Open Space System (D’'MOSS) provides R4.2M p.a worth of ecosystem flows.
Working for Ecosystems Programme (WFE)

Community Reforestation Programme (CRP)

Fire and Invasive Species Control Programme (FISC) have been established.

During the 2016/2017 financial year, 15 539 indigenous trees were planted.

The Buffelsdraai Community Reforestation Project has now received a Go ld Standard Validation
Certificate from the Climate, Community and Biodiversity Alliance (CCBA) for benefits to local
communities and biodiversity, as well as ensuring exceptional climate change adaptation ben efits.
Participation in the global ‘100 Resilient Cities’ Programme.

Parks are our green lungs: Durban Botanic Gardens; Umgeni River Bid Park; Japanese Garden; Mitchell
Park; Paradise valley, etc.

Landscaping of town entrances, traffic circles, taxi ranks, etc.

Alien removal plants (AIP) programme

Nurseries to supply trees and plants: Silverglen Medicinal Plant, Randles Nursery, Bridge Valley,
Decorative Nursery, and Hillary Nursery.

Green roof programme.

FOOD SECURITY

The Northdene Agro-Ecology Research & Development Centre has been developed as a prauction hub at
the old Northdene waterworks to drive innovation and provides material support to imple  ment
polycultural delivery. Currently there is also a fish hatchery and broodstock ponds f  or the aquaculture
programme and nurseries for plant propagation.

A micro-propagation tissue culture laboratory has been developed. This is being us ed to develop plants
for bananas, strawberries, pawpaw, ginger, sweet potatoes, pineapple, and a host of african  and
ayurvedic medicinal plants.

The Newlands-Mashu Bio-intenstive Propagation East Zone Hub continues as a biointensive
demonstration and learning site.

A pilot BORDA baffle bioreactor unit has been built to process sewage from 83 adjacent homes to
produce biogas and nutrient-rich water.

The Umbumbulu South Zone Hub provides a training, packing, marketing and coor dination venue for
growers in the South region.

Scorpio Place in the Mariannridge Central Zone Hub offers on-site training and a demonstration garden.
Support is also provided for various value-adding initiatives, including bottling  and drying of excess
produce, and making liquid composts and organic pesticides.

Project 200 is a garden assistance programme. The most active gardens are being targeted for
intervention and support. Pilot delivery of 100 interventions complete.

The Edamame (vegetable soya) programme is also well underway.

WASTE

Landfill development plans to ensure best practices and allow for engineered systems to manage odours
and leachate (toxic waste waters).

The review of business processes has helped to identify inefficiencies due to excessive waste discharge
and poor use of inputs within the value chain. We are rolling out an ISO 9001 accreditation project across
the Municipality which will help make our processes more efficient and reduce waste.

Composting

Anaerobic Digestion

The Clean My City programme

Recycling
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TRANSPORTATION

Procuring ten electric buses to be piloted and operated within the City.

Looking at developing charging infrastructure for electrical vehicles which will  be open to the public.
City Fleet’s sustainable transport initiatives that look at a broad spectrum of fleet man  agement
initiatives, from analyzing the need to travel to the technical specification and design of low emission
and electric vehicles, including alternative fuel options.

A programme to reduce carbon emissions on its Public Transport and Municipal Fleet opera tions. An
action plan has been developed, that will untimely be the roadmap to move the municipality ove  r and
agreed period from “Low emissions to “Zero Emissions”.

Initiatives to reduce fuel consumption.

Integrated Rapid Public Transport Network (IRPTN) through our Go Durban project.

Dedicated bus and taxi lanes to promote the use of public transport.

Cycling infrastructure developed.

SUSTAINABLE ENERGY

Solar photovoltaic (PV) project.

Using solar panels on water reservoir sites.

Solar water heating, heat pumps, and LED (energy efficient) lighting are all being used in our housing
projects.

Energy efficient street lighting is being explored as part of smart city initiatives.

Smart metering to ensure greater electricity efficiency is also being explored.

There is a key focus on alternate sources of energy. We have several projects relating to solar power,
wind power with modern wind turbines, and hydropower.

A hydropower project at the western aqueduct.

Several gas-to-electricity projects.

Durban Solid Waste (DSW) has successfully implemented a landfill gas (LFG) to dectricity project which
has been Africa’s first LFG to electricity Clean Development Mechanism (CDM) project.

Energy management systems in Water & Sanitation.

A Cool Durban project to mitigate the urban heat island.

URBAN PLANNING

Reversing the loss of natural areas and improving management through the use of various instruments
such as controlled development areas, environmental servitudes, environmental s pecial rating areas,
land acquisition, biodiversity stewardship (especially in traditional authority areas) and in  cluding
environmental considerations in preparing the municipal valuation roll.

Targeted biodiversity interventions

The proposed Strategic Environmental Assessment (SEA) will be used to improve understanding of the
role of natural ecosystems.

The South Durban Basin Greening Programme

Accelerated Greening Programme which will entail drawing up a comprehensive impl ementation and
management plan for each of the greening sectors (coastal, catchments, D’Moss a nd streetscapes,
corridors and precincts).

BUILDINGS

The New Building Programme to ensure that by 2020 all new buildings in eThekwini Municipality a re net-
zero carbon rated.

Energy Efficiency Demand Side projects on municipal owned facilities relating mai nly to lighting retrofits
in buildings, but also includes variable speed drives, heating and street lighti ng.

Greening of stadia.
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GREEN PROCUREMENT

Green procurement is embedded in our SCM Policy

All procurement must meet environmental standards.

A more detailed green procurement strategy to support the SCM Policy is being developed.

The environmental criteria for each product or service are integrated into the SCM proce sses as they are
adopted.

All projects undertaken by the City are subject to an environmental impact assessment.

EDUCATION & AWARENESS CAMPAIGNS

Several education and awareness campaigns have been undertaken, especially with regard to cl imate change,
biodiversity, food security, waste minimisation, water conservation, and invasive alien  plants. Various tours have
been arranged for schoolchildren and the public.

We are clearly a leader in South Africa and Africa in terms of going green and reducing our ca rbon footprint. We
are committed to building a green economy and addressing climate change. We are also committed to  meeting
the SDG and Paris Agreement targets. Accordingly, our key focus is on urban planning, transportation, energy,
water, buildings, and waste. Whilst we are clearly doing a lot, there is a long way to  go. A major challenge is the
lack of pilot funding. Accordingly, we intensively interrogate the cost-benefit of each pro  ject (must have a
positive NPV). We need to explore further how we fund such projects in future. In building o ur City for our future
generations, green initiatives are imperative, especially considering the impact of  climate change and increasing
rural-urban migration. It helps uplift the quality of life of our people socially, environmentally and economically.

ENVIRONMENTAL SUSTAINABILITY

Sustainability is a key global issue right now. In terms of the triple bottom li  ne, this encompasses financial &
economic sustainability, social sustainability, and environmental s ustainability. In particular there is currently a
key focus on environmental sustainability and the physical environme nt, especially due to the impact of climate
change. Our Mayor is a Vice-President on the global C40 Board and Resident of the Africa division and a leader
on sustainability in terms of all three aspects.

In 2015 countries adopted the 2030 Agenda for Sustainable Development and its 17 Sustainable Development
Goals. In 2016 the Paris Agreement on climate change entered into force, addressing the need to limit the rise of
global temperatures. Governments, businesses, and civil society together with  the United Nations and C40 are
mobilizing efforts to achieve the Sustainable Development Agenda by 2030. Univers al, inclusive and indivisible,
the Agenda calls for action by all countries and cities to improve the lives of people everywhere.

SUSTAINABLE DEVELOPMENT GQAD&'S)

The intention of the SDG’s is to be a universally shared common, gl obally accepted vision to progress to a just,
safe and sustainable space for all inhabitants. It is based on the mora | principle of the Millennium Development
Goals that no one or one country should be left behind and that each country h as a common responsibility in
delivering on the global vision. One of the departure points in developing the SDG’s was that countries would
need to ensure that there is a balance between the economic, political, so cial and environmental effort
required to ensure that these goals are achieved. The SDG’s allow for a whole holistic development of cities
with a wider range of development programs. The municipality would contin ue to address these issues in a
holistic and integrated manner.
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The 17 SDG'’s are listed in the figure below.
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For Sustainable Development

Whilst local governments have a responsibility to localize all of the 17 SDG's, the SDG that is most applicable to
cities is the “Sustainable Cities and Community - SDG 11”. Of particular importance to cities is the targets that
are defined for this goal.

These targets are listed below.

By 2030, ensure access for all to adequate, safe and affordable housing and basic servi ces, upgrade slums
By 2030, provide access to safe, affordable, accessible and sustainable transport systems for all,
improving road safety, notably by expanding public transport, with special attention to the needs of
those in vulnerable situations, women, children, persons with disabilities and older pers ons

By 2030, enhance inclusive and sustainable urbanization and capacity fo r participatory, integrated and
sustainable human settlement planning and management in all countries

Strengthen efforts to protect and safeguard the world’s cultural and natural heritage

By 2030, significantly reduce the number of deaths and the num ber of people affected and substantially
decrease the direct economic losses relative to global gross domestic prod uct caused by disasters,
including water-related disasters, with a focus on protecting the poor and people in vu  Inerable situations
By 2030, reduce the adverse per capita environmental impact of cities, incl uding by paying special
attention to air quality and municipal and other waste management

By 2030, provide universal access to safe, inclusive and accessible, green and public spaces, in particular
for women and children, older persons and persons with disabilities

Support positive economic, social and environmental links between urban, peri-urban and rural areas by
strengthening national and regional development planning

By 2020, substantially increase the number of cities and human settlements a dopting and implementing
integrated policies and plans towards inclusion, resource efficiency, mitig ation and adaptation to climate
change, resilience to disasters, and develop and implement, in line wit h the Sendai Framework for
Disaster Risk Reduction 2015-2030, holistic disaster risk management at all | evels

Support least developed countries, including through financial and technica | assistance, in building
sustainable and resilient buildings utilizing local materials

The SDGs targets should influence the development of programs and projects that the city would want to
implement through its IDP.
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THEFT OF ELECTRICITY

Over the past few years the municipality is faced with a challenge of illegal connections, especially in informal
settlements. Electricity theft has led to devastating and tragic consequence such  as loss of life as well as damage
to infrastructure. Legitimate customers also experience continuous outages du e to overloaded circuits. lllegal
connections are costing the municipality about R 150 million annual ly. Huge efforts are expended in curbing
theft, however, the trend is exacerbated by electricity prices and a weakened economy.

To mitigate this trend, regular sweeps, disconnections and removal of tampe red installations are carried out.

Furthermore, the electrification of informal settlements is expected to hav e a positive impact on the number of
theft incidents of electrical cables. In order to minimize the impact of il legal connections, the city has
introduced several initiatives and modifications to the infrastructure such as frequent removal of illegal
connections and converting affected service connections from unde rground mains to overhead mains to minimize
interruption of supply to customers. The issue is a challenge and the municipality is making great effort to

electrify informal settlements across the city, in order to curb the number of illegal co nnections.

To make sure that illegal connections are eradicated in the targeted areas, operations are carried out at least
once a week. Other interventions include optimal network configuration,  effective network maintenance and
network loading, and installation of anti-theft technologies at subst ations. There are also customer awareness
and educational programmes around safety, reporting theft of electricity = and the consequences of connecting
electricity illegally. As part of eThekwini Municipality’s continued fight against the growing scourge of illegal
electricity connections, the City’s Electricity Revenue Protection Service has embar ked on a massive illegal
electricity meter crackdown operation. The clean-up process involves blocking all meters not linked to any
connection or application number. In addition, Government has en acted harsher penalties for the theft of
metals and damages to essential infrastructure.

HOUSING / HOSTELS

Increasing urbanization due to a growing number of people moving in to the municipal area for better

opportunities as well as land invasions is creating a challenge f or the municipality and which increases the

housing backlog. Availability of well-located land for public hous ing remains a serious challenge especially
because the sustainability of settlements depends strongly on their location an d accessibility. Well-located land
is generally expensive and subject to competition from other uses. Often, settl ements are established on
unsuitable land, making it costly to service and construct homes.

The municipality is dependent on the budget provision by National and Provi ncial departments to deliver houses.

The limited budget allocation to the municipality has hindered the deli very of all housing programmes. The
current housing subsidy quantum does not cover the total cost of a ho use due to adverse geological and
topographical conditions. As a strategy to deal with these, negotiations with contr actors, consultants and
suppliers have been instated in an endeavour to align construction with the subsidy quantum. The municipality

will lobby the Provincial and National Human Settlements department fo r increased funding and budget
allocation.

SALARIES AND ALLOWANCES

In order to ensure effective utilisation of available budgetary pro visions and contain personnel costs, this
expenditure is continually being reviewed and the filling of all vaca ncies currently has a rigid process of
authorisation prior to the recruitment process. As a result the percentage  Salaries and Allowances of the total
Operating Budget has declined steadily to a level of 27.1%. Whilst this percentage reflects a decreasing trend,
there has been an increase in the number of posts and positions filled. A ration alisation of all vacant posts will be
undertaken with greater scrutiny by the management services unit. Productivi ty assessments are on-going to
ensure that all staff are accounted for, are effectively engaged and are adding value.

46



1.3.5 PERFOMANCE, ACHIEVEMENTS AND CHALLENGES
1.3.5.1 SERVICE DELIVERY

The city has made major gains in the provision of basic service in the past twenty years despite servicing large
populations. Key outputs delivered show significant progress in the eradication of household backlogs by the city.
The recent South African Cities Network Report: 2016 has lauded the mun icipality for fast-tracking service
delivery to improve the quality of life of its citizens. The municipality has pledged to support the Provincial
Governments Back to Basics programmes aimed at rekindling the spirit of servi ce delivery in the province’s
municipalities.

The municipality has received an unqualified audit report for the 20 16/17 financial year and has performed
remarkably well in a challenging year, with the financial managem ent of the city still impressive. The
municipality retained the outstanding overall collection rate for the pas t year. The consolidated financial
performance indicators show that the municipality is in a healthy fisca | position with strong liquidity, which
reflects the City’s strong commitment to the principles of accountability, transparency, proper financial
management and effective internal control systems. Despite the introduction of f iscal austerity measures, the
City has remained resilient and still rates among the best-run and fi nancially strongest local government in
Africa. The city was given a credit rating of AA with positive outlook b y Global Credit Rating Agency. This is the
highest rating given by this rating agency in the municipal sector. The municipality’s service delivery programmes
to drastically improve the lives of residents through various interventions ar e making a visible impact.

In recognition of the service delivery progress, the municipality has received the foll owing awards:

Premiers Service Excellence Awards
o Best Public Service Implemented Programme
Africa Architecture Awards

o Winner of the Built Category : ( Umkhumbane Museum)

South African Institute of Architects ( KZN Awards )
o Hammarsdale Traders Market and Springfield precast yard and building services centre projects.
Kamoso Awards

o Implementation of the EPWP
o Cleansing and solid waste Citywide cleansing Programme

o Govan Mbeki Awards:

Runner-up : Best Community Residential Unit

Best Informal Settlement Upgrade

Runner-up : Best Social Housing Project

Best Metropolitan Municipality of the year.

Best Integrated Residential Development Project- Cornubia

O O O O O

International Society of City and Regional Planners.

o Award of excellence for the city’s spatial and regeneration strategy.
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South African Institute of Civil Engineers Awards

0 CCTV Pipe inspection and Personal Computer Stormwater Management Model
0 Herrenknect Technical Excellence Award : M25- C9 underpass.
o Climate and Clean Air Certification

Climate and Clean Air Certification

0 Honorary Climate and Clean Air Award
o0 Durban Landfill Conservancies Project

1.3.5.2 SERVICE DELIVERY STANDARDS, LEVELS OF SERVICES, OUTCOMES, TIMETABLE FORVESHENTS
AND FINANCIAL IMPLICATIONS

Vast strides have made by the Municipality to address the service delivery backlo gs and specific strategies have
also been put in place to deal with the existing backlogs. EThekwini Municipality is committed to ensuring that
all backlogs in the provision of infrastructure are removed and as such has embarked on a Municipal
Infrastructure Investment Framework for the city. In line with the Investme  nt Framework, the plan EMA can
make best use of existing resources and infrastructure can be achieved by bu ilding upon existing concentrations

of activities and existing infrastructure.

The municipality has been a front runner of accelerated delivery  for many years and continues to put significant
resources and effort into infrastructure delivery in order to eradicate existi  ng backlogs. Despite the significant
rollout of basic services, the service delivery backlogs are huge. Cu rrently this is being exacerbated by
urbanisation that has seen sustained population influx into the mu nicipal area. Limited funding and exponential
growth in the municipality has also increased the level of backlogs. As part of its infrastructure planning, the
municipality has documented the nature and extent of backlogs in service delivery across the metropolitan area.

The provision of acceptable basic services is a critical element in th e national developmental agenda. Water,
electricity, sanitation, waste removal and social amenities are key critical s ervices which have been identified by
communities that are required to meet their basic needs. Limited funding and exponen tial growth in the
Municipality has increased the levels of backlogs.

The following table is a summary of the backlogs of the municipality.

Housing 384 914
\Water 6184
Sanitation 116 519
Electricity 227 934
Roads 1470 (km's)
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Incremental services (formerly known as Interim Service) is a service de livery programme aimed at addressing
the service delivery backlogs in informal settlements which are not part of  the Human Settlement Unit’s short
term delivery programme. Incremental services are deemed to comprise a combin ation of services: i.e. water
standpipes, communal ablution/sanitation blocks, solid waste removal, basic road access and footpaths with
related stormwater controls and electricity. The programme aims to promote s  ocial equity and social inclusion by
providing every household in informal settlements with access to basic enginee ring services as soon as possible.
In this regard , council has approved the allocation of R 180 Mill ion per year, for the next six financial years for
the profession of engineering services to informal settlement s as part of the Municipality’s Incremental Services
Programme.

The city is fast tracking housing delivery through the Cornubia mixed use human settlements project which will

directly improve the shortage of housing in eThekwini. When completed, Cornubia is expected to deliver a total

of 28 000 units and house approximately 120 000 people. The I nformal Settlement Programme is the major focus
of eThekwini Housing with the principle intention to upgrade informal  settlements wherever possible and to only
relocate residents if upgrading is impossible for health, safety or technica | reasons. Development of the land
assembly pipeline plan and acquisition of land, positions the munici pality for continued and accelerated service

delivery in the years to come. In an effort to speed up the pace of ho using delivery, a pilot project using

alternate building technology has been undertaken which has shown to decreas e the number of days for
construction.

Informal settlements are an urban reality and may be the only form of hou sing available to many residents in the
medium term. These settlements are temporary until such time that formal housin g becomes available or will be
upgraded into formal at a later stage. A standard has been developed b y Electricity Department to safety
electrify informal settlements. Due to the rapid pace of informal urbanisatio  n, there is a large population within
the city that are without basic utility services. While the intention is to provide electricity to all, there are
instances where this is not possible due to technical and safety consideration.

The municipality is committed to ensuring that backlogs in the provision of infrastructure are removed and as
such has embarked on a Municipal Infrastructure Investment Framework. E mphasis is given to the eradication of
rural basic service backlogs especially water and sanitation. The municipal ity is moving forward to ensure all
residents have access to clean running water and sanitation facilities. In roads are being made with the rollout of
the city’s ablution programme which includes the delivery of mobile sa nitation containers into informal
settlements. In urban areas, the primary intervention is the eradication of informal settlements through the
provision of housing and a package of household services as wel as the provision of interim services to improve
living conditions in the settlements. The Back to Basics programme mooted by National Government has been
incorporated into the strategy to fast track service delivery.

To ensure that every eThekwini resident has access to electricity, the City has a massive electrification roll-out
plan in place for about 19 500 electricity connections in informal settl ements, low-cost houses, transit camps and
households in rural areas. While it is the intention of the mu nicipality to provide electricity for every household,
there are areas which are not suitable for electrification. These include  dwellings built where there is soil
erosion, on and around a swamp or flood prone area, underneath h igh voltage line and around or on any
servitudes, on road or rail servitudes, where there are environmental i ssues, on private land, where there are
any health and safety hazards and clustered places with limited access fo r the installation of electricity
infrastructure.
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1.3.6 FINANCIAL PERFORMANCE (2016/17 AND 2017/18): PARENT MUMICIPALITY

The city has done well over the last financial year and remains committed to accelerating service delivery and
providing economic opportunities. eThekwini contributes significantly to the nation al fiscus, and the city has
positioned itself to contribute to inclusive growth. The city has plans  for the implementation of 25 catalytic
projects. This is yet another demonstration of the commitment to transfo rm the economic landscape of
eThekwini. Despite the tough economic climate the municipality remained in  a strong and stable financial
position in terms of its short and long term sustainability and viabili ty. Once again the city has maintained its
unqualified audit status, something it has maintained since inception.

The municipality continues to be in a strong financial position due to stri  ngent controls. The City boasts a strong
financial position as evidenced by its collection rate of 97 percent, cash on hand at year end at R 6.3 billion and
that the municipality managed to maintain its investment grade credit rating. National treasury has also
commended eThekwini’'s budget as the best in the country in terms of quality . The City’s capital spend of 90.46
percent was achieved. The city has further consistently allocated a high er proportion of its total budget on
capital expenditure, which has ranged between 15- 20%. EThekwini’'s 2017/18 capital budget is the second highest
among the cities. The bulk of eThekwini’s capital budget is spent on trading services follo wed by roads transport
and housing and the city also spend a greater proportion of its budget on asset renewal than the other cities.
According to the National Treasury Benchmarking, eThekwini also provides a free basic services to more
households than the other cities. EThekwini boosts a well geared balance she et . In comparison with the other
cities, eThekwini’s percentage of internally generated funds measured agains t total funding is the second highest
among the cities.

The overall financial situation of the municipality is sound and  healthy having reported a highly solvent balance
sheet as at 2016/17 year end. Due mainly to robust solvency and a lowly geared balance sheet, the credit rating

of the municipality has been maintained with positive outlook. The econ omic performance should be further
strengthened through the implementation of catalytic projects.

The financial performance for 2016/2017 is recorded in greater detail in the municipality’s Annual Report.

The municipality’s financial performance and position is sound mainly due to the f  ollowing factors:

Budgets are balanced, being financed from the current financial year’s revenues from al | sources.
- The municipality operates within its annual budget, as approved by council.
- The municipality maintains a positive cash and investments position.

Consistently high revenue collection rates are being achieved.

- The municipality has maintained a favourable credit rating
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1.3.6.1 OPERATING BUDGET

In respect of the 2016/17 financial year, expenditure in the amount of R
municipality’s revenues and grants and subsidies from National and Provincial Government.

Operating Budget Performance (Current Year)

23.8 billion was fully funded from the

The financial performance for the six month period ending December 2017 is summarised in the table below:

2017/18 December December Forecast
D ini Original Budget YTD Budget YTD Actual
escription R'000 R'000 R'000 R'000
Total Revenue By Source |
(Excluding Capital  Transfers) (32859 788 (17388 541 (16 778673) (32 073187
Total Operating Expenditure 32859 788 14 253 521 15 062 48 32 073187
(SURPLUS)/DEFICIT 0 (3135019 (1716 187 0

*(Operating expenditure forecast and original budget is stated after contribution to reserves)

Operational Income Performance (2017/18)

Income:

The proportionate increase in Property Rates to date (R 92m) is mainly a ttributable to property
revaluation in terms of the Municipal Property Rating Act

Electricity Revenue is lower by R 525m mainly due to inclusion of energ y efficiency interventions by
consumers. However, electricity sales are expected to increase during the winter months.

Water Revenue is lower by R 96m due to drought restrictions.

Operational Expenditure Performance (2017/18)

The total expenditure to date is 46.8% (2016: 43.4%) of the total expe nditure budget. Employee related cost is
31% of the total operating costs. Repairs and Maintenance expressed as apercentage of Operating Expenditure is
8.5%. Employee Related Costs is forecasted to decrease by approximately R 240m mainly due to time taken to fill

vacant posts. Bulk Purchases has decreased by R 280m mainly due to a reduction in demand in electricity. Typical
reasons for the decline include: slowdown in the economy, recent spate of electricity price increases and the
incorporation of energy efficiency measures.
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1.3.6.2 CAPITAL BUDGET

The capital budget totalled R 6.6 billion in 2016/17. This was funded by National and Provincial grants in the
amount of R 3.7 billion and R 1.9 billion being funded from Council’s internal sources, with the bal ance of R 1
billion from external funding.

Capital Budget Performance (Current Year): Parent Municipality

The capital performance for the six month period ending December 2017 is summarised in the table below.

2017/18 December December
Description Budget YTD Budget YTD Actual Forecast
R’000 R’000 R’000 R’000
Total Capital Expenditure 7 247 283 2 557 566 2053853 7241182
TotalCapital Financing 7 247 283 2 557 566 2 053 853 7241182

Progressive Capital Budget vs. Actual

The following Chart compares the actual spend on capital against the total approved capital budget o  f the
Parent municipality
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In the sixth months of trading, 28.34% (December 2016: 36.66%) of tltaldaypdget has been spent. However,
as in the case of past years there would be an acceleration of spending in thegensuiths. Departments are
forecasting a 99.92 % spend for the year.
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Conditional Grants

Approximately R 3.7 billion from all sources have been received to date which represents 53.3% of the amount
budgeted for.

1.3.7 ALIGNMENT WITH NATIONAL AND PROVINCIAL PRIORITIES

The Constitution of South Africa recognises that the national, provi ncial and local government spheres cannot
work independently of each other. It provides for co-operative gov ernance and that all three spheres of
government align their functions, responsibility, policies, strategies and pro grammes. This includes natural co-
operation and support to facilitate the delivery of services, over all development and growth. In local

government, as much as there is a specific mandate given to the munici pality, we have to endeavour at all times

to align our efforts with that of National and Provincial government to bringa  bout a better life for all.

The municipality is confident that this budget is structured to give effect to the strategic priorities and to
support long-term sustained growth and development, in line with Natio nal and Provincial objectives and with
the key objectives identified in the National Development Plan. Local Gove rnment has a crucial role to play in
the new growth path and the realisation of many of government’s outcomes . All spheres of government place a
high priority on transforming and expanding the economy, infrastructur e development, job creation, efficient
service delivery and poverty alleviation. Local priorities were identified whi  ch are mainly in line with the
national and provincial priorities.

LOCAL PRIORITIES

Improving skills development to raise productivity
Investing more in infrastructure to increase growth
- Transforming and growing the economy and job creation
- Accelerated and improved service delivery to communities
Fighting poverty and building safe, secure and sustainable communities

1.3.8 FINANCIAL STRATEGY, ONGOING VIABILITY AND SUSTAINABILITY

The application of sound financial management principles for the compil ation of the city’s financial plan is

essential and critical to ensure that the city remains financially viable an  d that sustainable municipal services are
provided economically and equitably to all communities. In terms of i ts financial strategy, the municipality

continues to display a robust financial profile characterised by strong cas h generation and high liquidity levels.
The municipality’s strong financial position is proof of the sustainability and res ilience of the municipality.

The vision of the city will be achieved by growing its economy and mee ting people’s needs so that all citizens
enjoy a high quality of life with equal opportunities in a city that the vy are truly proud of. The needs of the
community and the high levels of poverty and unemployment places excessive dema nds on the municipality’s
existing financial resources and threatens to constrain the organi zation financially if these resources are not
properly managed.
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1.3.8.1 FINANCIAL STRATEGY

These challenges require the development and implementation of a financi al strategy that will generate
adequate cash resources, on a sustainable basis:

To provide basic infrastructure and services to the community,

To enable the Municipality to achieve its vision of a high quality of life for all ci  tizens in the city,

To create an environment for business growth and investments conducive to economic develo pment, and
To ensure financial sustainability of the municipality into the future.

Financial sustainability and viability remain the key principles in th e financial planning process and, to ensure
compliance with the Municipal Finance Management Act, a Financial Strategy for the municipality was developed
and adopted by Council.

1.3.8.2 BUILT ENVIRONMENT PERFORMANCE PLAN ( BEPPS)

The BEPP promotes integrated planning, budgeting and implementation and integrates the pl ans of key sectors
(economic, transport , human settlements social and engineering inf rastructure ). Its aim is to achieve long-term
spatial transformation and inclusivity, facilitating economic growth ~ and improved service delivery. The BEPP is
the basis from which to confirm and elaborate corporate spatial prioriti  es and to move towards co-ordinated
budgeting and implementation of the spatial priorities. The BEPP is also to be the instrument to enable National
Treasury to confirm very significant DORA allocations for numerous capital grants. Benefits of a BEPP include
savings through higher utilisation levels, increased private sec tor investment, better public perception and
residents receive a better product.

1.3.8.3 FINANCE MANAGEMENT CAPACITY MATURITY MODEL (FMCMM)

Municipalities are required to implement and maintain effective and thor ough financial management practices
for the long-term sustainability and improvement in service delivery.  The Finance Management Capacity Maturity
Model (FMCMM) is an assessment tool developed by National Treasury to diagnee various components of financial
management in municipalities for the purpose of improving service deli very, capacity, maturity and financial
stability. The model includes 32 financial ratios which are design ed to support municipalities in monitoring their
financial management capability. This tool will also assist in i dentifying area of weakness with a view of
improving the financial position and overall sustainability of municipalities.

1.3.9 MUNICIPAL ENTITIES

INkosi Albert Luthuli International Convention Centre (ICC)

The Durban International Convention Centre continues to perform wel | financially, growing its profits and
producing significant contributions to the local and national eco nomies. The 2017 fiscal year also saw Durban ICC
host a number of important events criti cal to Durban’s on-going development as a modern, global city.

Despite increasingly difficult trading conditions, the Durban ICC produced an outstanding year of financial
results. Revenue grew in a year where severe cutbacks were experienced from both the corporate and
government sectors. Despite the various costs pressures, the overall fin ancial performance was pleasing with net
profit increasing. The Durban ICC has remained profitable for the past seven co nsecutive financial years. There
has been a significant year-on-year increase in the number of events which the Centre hosted, including a
number of high-profile international conferences which produced important outcomes for the long-term success
of the City. Considerable socio-economic contributions made by the Centre had a massive direct impact on the
Province of KwaZulu-Natal.
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The Durban ICC has done the city proud once again and was again voted Africa’s leading Meeting and Conference
Centre at the world Travel Awards. The centre also received a clean , unqualified audit from the Auditor-General
of South Africa for the third consecutive year affirming the Centre’s so und financial management and compliance
with good governance and statutory requirements.

The Durban ICC aims to be more than merely a venue for events. Its strives to be a setting which catalyses
progress, an environment for advancement, and a place where signif icant conversations happen with far-reaching
ramifications for thousands of people around the world. The team at the Durban ICC strives to provide this kind
of atmosphere for meaningful development in its own uniquely warm, African way.

Durban Marine Theme Park (uShaka Marine World)

uShaka was conceptualized some 13 years ago as the catalyst for the Point Development and to be a tourism
enabler for the Point Area, the City of Durban and the Province at lar ge. Covering 16 hectares, uShaka Marine
World is the largest marine theme park in Africa and consists of six distinct divisions.It has created a number of
jobs, economic opportunities and has opened up new learning enhancem ent through the operations of the Sea
World Education Centre. There has been a considerable “multiplier effec t” in terms of factors such as tourism
attraction to Durban and a rise in adjacent property values and related rates income for the ¢ ity.

Last year was the second year of implementation, with many facelift projects  being completed. This trend will
continue into the new year with upgrades being considered for the Kids P ool area and Sea World amongst
others. This plan gets re-prioritized into a three year capex pl an year on year. Other areas of development are
focused on sustainability and will include improvement projects to reduce electrici  ty and water consumption.

The park has entered the next phase in its life cycle, whereby footf all is expected to steadily increase (albeit at
a slower pace than over the last three years), whilst aging inf rastructure will need to be maintained. In the short
term a consolidation approach has been adopted with an emphasis on utilizing scarce funds for priority
maintenance projects, as well as quick revenue enhancing opportuniti es. The medium term will move towards
the re-capitalization phase with more significant upgrades required to ensur e the longevity of the park and
continued footfall growth. uShaka is entering an exciting next p hase of its life cycle with an opportunity to
introduce an iconic new attraction or two for Durban. This idea will for ~m a key part of the strategy going forward
together with the city and various options will be explored in terms of enhancing u  Shaka as a major draw card for
Durban which may include public/private initiatives.

uShaka Marine World continues to play a vital role in elevating Durban to a sought after tourist destination and
one that is becoming increasing popular with local tourists. The growth i n footfall has continued and uShaka
remains a key destination within KZN and Durban for both tourists and lo cals alike. The 2016/17 actual total
admissions performance shows a 13% growth for the year. uShaka ha received its fifth clean audit from the
Auditor General of South Africa. This track record of which uShaka Ma rine world management is justifiably proud
and confirms that uShaka Marine World continues to set the highest standards. uShaka Marine World has always
set out to entertain and delight the public —both young and old, international and local. The marketing strategy
coupled with superb entertainment will drive the new tag line of “UNLIMITED FUN ”. Furthermore, the education
and conservation work of SAAMBR forms an integral part of the overall ph ilosophy that makes for a successful,
fun-filled offering to a diverse range of guests.

uShaka is a key component of the Point Development within it is located and ther efore with new developments
arising this is an ideal opportunity to integrate with both the Point and Inner City Development projects. A
formalized approach is envisaged where the re-development of uShaka is embedded within both the development
projects of the City. A detailed Master plan is being developed by th e special board task team and will be
presented to the shareholder for consideration.

In compliance with the Municipal Finance Management Act, both the municipal entities have submitted their
budgets and business plans for consideration by the Municipality.
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1.4 OFERATING REVENULE FRAMEWORK <
1.4.1 SOURCES OF FUNDING

REVENUE

The City’s revenue comprises Operating Revenue which includes property taxes, services charges and operating
grants and capital revenue which consists of capital grants, borrowings, cash reserves and operating surplus. This
high level of independent and relative stable income sources of reve nue is one of the key factors that support
the sound financial position of the municipality. In addition to the obvi  ous need to grow the city’s revenue by
increasing its tax base, other means for securing funding for council projects must be explored in a variety of
ways. The city faces invidious choices in attempting to finance the projec ted levels of investment in
infrastructure. Sources of capital finance are already stretched with i mited scope for further borrowing,
consumer pressure to restrict tariff and tax increases, and little li  kelihood of a structural upward adjustment in
grant allocations.

Tariff-setting is a pivotal and strategic part of the compilation of any budget. Wh  en rates, tariff and other
charges were revised, local economic conditions, input costs and the aff ordability of services were taken into
account to ensure the financial sustainability of the city. In the case of eT  hekwini, a basket of differential tariff
increases determines the most acceptable and equitable funding regime taking into  consideration the actual cost
of delivering services, budget priorities and national legislation, regulations and policy guidelines. Revenue
generated from rates and services charges form a significant portion of the revenue basket for the city
comprising 70.5 % of the total revenue. Electricity charges are the lar gest revenue source totalling 33.9 % or R
13.1 billion and are projected to increase to R 15.3 billion by 201 9/20. Operating grants and transfers total R 5.8
billion in the 2018/19 year and increase to R 6.7 billion by 2020/21.

The sources of funding for the 2018/19 financial year are as follows:

Assessment Rates 7 497.3 194
Service Charges 19 754.8 51.1
Fines, Licences and permits 1135 0.3
Grant and Subsidies 5 788.8 14.9
Rental of Facilities and Equipment 951.3 2.5
Interest on Investments 455.6 1.2
Fuel Levy 2 338.7 6.0
Other Income 1765.1 4.6
TOTAL 38 668.8 100.0

70.5% of the Operating Budget is funded from assessment rates and services charmges (tariffs)

1.5 OFERATING EXPENCITURE FRAMEWORK <

The City’s expenditure for the 2018/19 MTREF is informed by:

¢ Relevant (budget and other) legislative imperatives,

e Expenditure limits set by realistic and realizable revenue levels,
Modelling of feasible and sustainable budgets over the medium term,
Cognisance of international, national and local economic and fiscal conditi ons,

¢ The City’'s asset renewal strategy and its medium - to long term asset repairs and maintenance goals,
Operational gains and efficiencies directed to fund areas of strategic priority and known commitmen  ts.
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MAJOR ITEMS OF OPERATING EXPENDITURE ARE:

Bulk Purchases 11 290.8 29.2
Salaries and Allowances 10 470.2 27.8
Contracted Services 5148.3 135
Depreciation 2554.4 5.6
Interest on Loans 857.8 2.2

Bulk purchases are largely informed by the purchase of electricity and water from suppliers and take up 29.2 % of
the operating budget. Given projected increases in the bulk prices of both  electricity and water, expenditure on
this item is likely to grow more rapidly. Expenditure on contracted serv ices including repairs and maintenance
amounts to R 5.2 billion for the 2018/19 year, representing 13.5% of the total operating budget. This includes
substantial spend on asset replacement and bringing assets to a good state of repair. The rehabilitation
programme as part of the municipality’s proactive maintenance ensure s that assets are in good condition
throughout their lifespan with periodic maintenance.

The municipality acknowledges its obligation to optimally preserve its extended a sset base as under spending in
maintenance can shorten the life of assets, increase long-term maint enance and refurbishment costs and cause
deterioration in the reliability of services. In line with the a  pproach of recent years, 2018/19 appropriations
again provide for above CPI level increases for this cost component. Perso nnel costs account for a large
component of operating expenditure, comprising 27.8 % of the operatin g budget. The cost associated with the
remuneration of councillors is determined by the Minister of Co-oper ative Governance and Traditional Affairs in
accordance with the Remuneration of Public Office Bearers Act, 1998 (Act 20 of 1998). The most recent
proclamation in this regard has been taken into account in compiling the City’s budget

Tables SA 22 AND SA23 provides further details of councillors and employee benefits.

Budget appropriations for depreciation amount to R 2.6 billion, comp rising 5.6 % of the operating budget.
Finance charges consist primarily of the repayment of interest on long-term borrowings (cost of capital) and
equate to 2.2 % of the operating expenditure.

TABLE A4 provides a view of the budgeted financial performance in relation to revenue by source and
expenditure by type. Further details of revenue and expenditure are explained in the sections that fo llow.

1.6 CAPITAL EXPENDITURE

1.6.1 CAPITAL BUDGET

Investment in urban infrastructure is important for the development of  the local economy, combating poverty
and the provision of universal access to municipal services. Rapid inward population migration, declining
household sizes and greater economic activity places pressure on existing municipal infrastructure and require
larger investments in the periods ahead. In addition to the rollout of  service delivery infrastructure, the
municipality’s ca pital expenditure is also directed towards economic stimulus and job creation.

The capital budget is directly informed by the needs submitted by the community thro  ugh the IDP process. In

view of borrowings being maximised and the present economic climate, the high levels of capital expenditure
cannot be sustained.
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The ability of the Municipality (Parent) to deliver on progress depends a lot on its funding sources which are
summarised as follows:

Total Capital Budget 7,029 7,623 7, 747

Funded as follows:

Grant Funding 3, 441 3,574 3, 845
Internal Funding 2,588 3,049 2,902
External Funding 1, 000 1,000 1,000

7,029 7,623 7,747

Government grants are budgeted to continue to fund the bulk of capital expe nditure over the next three years,
covering almost 51 % of the cumulative expenditure.

BORROWINGS ( EXTERNAL FUNDING )

Capital
Expenditure 3,494,716 4,201,622 4,716,504 4,858,553 5,434,061

Fund Sources

Grants 1,631,745 2,041,010 2,779,110 3,331,031 2,968,039
Borrowings - 1,500,000 1,000,000 - 171,914
Internal Funds 1,862,971 660,612 937,394 1,527,522 2,294,108

3,494,716 4,201,622 4,716,504 4,858,553 5,434,061

An analysis of funding and borrowings per the table above , indicate an in creasing trend of internal reserves
funding the capex as compared to the borrowings. While this has resul ted in long term borrowing decreasing, this
has had an impact on the cash reserve of the municipality. In view of the a foregoing and the effect of the IRPTN
and rollout of the catalytic project, they will be further need to in crease borrowings in the future. However, the
borrowing will be done on a prudent basis, taking into account the following: -

Affordability of rate and taxes
Affordability of loan repayments
Return on investment

Ratio analysis
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1.6.2 INFRASTRUCTURE EXPENDITURE TRENDS

CAPITAL

Economic Development
Trends

600
500
400
300
200
100

0

Budget in Rms

15/16 | 16/17 | 17/18| 18/19| 19/20| 20/21

—o—DBudget 245 287 399 433 431 486

Neighbourhood Development Partnership Grant used to
create economic infrastructure in undeveloped areas
that attracts private sector investment

Focus on strategic township development, town

centre renewals, Industrial renewals, upgrading of

tourism nodes and corridors, sector support programmes

and LED projects such as ICT, Renewal Energy technologies.

ELECTRICITY TRENDS

1000
900 /+
800 A

—

700
600
500
400
300
200
100

0

BUDGET Rm

15/1€ 16/17 L 1 TE L) LI L2211
—o—Series1 036 666 806 807 207 902

Capital budget of R 3.4 bn over next 3 years
Ongoing extension and reinforcements of existing networks

In excess of 10 major new substations to be commissioned
or refurbished
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OPERATING
Economic Development Programmes: R 40.2m
Durban Film Office: R 4.7m
Reforestation Projects : R10.1m
Business Support Projects: R 35.8m
Travel and Tourism Trade Show : R 16.0m

Durban Business Fair & Regional Fairs: R 34.2m

Bid Support & Presentations : R 49m
Durban Tourism Events : R 446 m
Durban Tourism Brand Advertising &

Domestic Marketing : R 10.0m
Convention Support : R 3.0m
Maintenance budget increasedto: R 1161 m
Provision of new staff: R 1128 m
Loss in distribution: 8 %
Collection rate: 97.5 %



OPERATING

CAPITAL
ETA Trends People Mover: R 448 m
1500 Public Conveniences: R 10.8m
2]
S —
E 1000 Durban Transport: R 208 m
28 Transport for disabled: R 11.5m
= 500
m Traffic Signals: R 13.2m
0
16/17 | 17/18 | 18/19 | 19/20| 20/21
—Budget 1133 1199 1166 1283 1276

Capital budget: R 1.2 bn

Major projects include:
- Cornubia Boulevard

-IRPTN —Corridor C3/C9

- Bridge City terminal

- Harry Gwala Rd upgrade

- Newlands Expressway extension
- Go Durban: Purchase of Buses

CAPITAL OPERATING
HOUSING TREND ANALYSIS

1500 New Development budget increased to R 582 m
é) N_/
¢ 1000 Hostels budget: R 413.3m
c
2

500 . .
-§ Upgrading of housing rental stock: R 60 m
0
16/17 | 17/18 |18/19 |19/20 |20/21
—o—Budget| 1198 1128 1105 1183 1283

Reduction of the housing delivery program in view of reduced
subsidies and the economic climate

3 140 new housing units 2018/19 year.

The construction of houses is dependent on National /
Provincial subsidy allocation

Interim services rollout to prioritized informal settlement
dwellings
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OPERATING

CAPITAL
Refuse Removal Trends
300.00 Nearly 100% coverage in the municipal areas by
' utilising community based contractors to provide
g refuse removal services to all the informal areas:
£
D — e Provision for refuse bags: R 108.7 m
-§’ 100.00
M Fuel, R 64.1m
0.00 . .
16/17 | 17/18 | 18/19 |19/20 |20/21 Maintenance of Equipment R 50.1m
—6—Budget| 126.27 |136.4138137.3138141.022[7148.0738
Replacement of ageing Solid Waste fleet : R 45 m
Shongweni landfill cell consruction : R12m
Buffelsdraai landfill Gas Cleaning : R30m
Lovu Landfill Cell Phases : R11lm
CAPITAL OPERATING

SANITATION TREND ANALYSIS Maintenance of Buildings & Facilities: R~ 169 m

1200.00
g External Security : R 60.3m
@ 800.00
£ H—*"-—‘
© Sludge disposal initiatives : R 56.6 m
> 400.00
=]
s}
0.00 Hygiene Services | VIP Emptying R 46.3m
15/16 | 16/17 | 17/18 |18/19 |19/20
—o—Budget| 617.90 | 604.95 | 628.406 680.234 714.24¢

Provision of Ablution Blocks: Informal settlements : R 282.7 m
Southern Waste Water Treatment Works Digester: R 45 m

Rural Sanitation : R 30m
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CAPITAL
WATER TREND ANALYSIS
1200.00
)
=
o
S 400.00
S
m
0.00 16/17 17/18 18/19 19/20 |20/21
—¢—Seriesl 785.63 | 775.90 |804.3679 847.318 889.683

Upward trend due to investment in infrastructure and
Addressing of backlogs.

Northern Aqueduct project : R 180.3 m
Replacement of water pipes: R 475m
PRV Installation project : R 28.0m
Relays and extension : R 320m
CAPITAL
900
2]
S
£
g
3 300
>
M
0
16/17 | 17/18 | 18/19 | 19/20 |20/21
—o—Budget| 522 487 516 564 579
Capital budget: R 516 m

Focus on design and implementation of Capital Roads Projects,
Road Rehabilitation projects, civil engineering structures, road
upgrades, gravel to surface and maintenance of existing road
Networks

Major projects include:
- Solomon Mahlangu Drive Rehabilitation
- Vusi Mzimela Road Upgrade
- Angola Bus Route
- Road A637 Upgrade gravel to surface
- Road Rehabilitation
- Northern Areas Road upgrade
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OPERATING

Security to safeguard infrastructure: R 74.9 m

Maintenance of infrastructure : R 455.5 m

Water loss in distribution budgeted at 36 %

OPERATING
Roads & Streets maintenance : R 238.0m
Zibambele Poverty Alleviation : R 952m
Public realm & priority zone
Maintenance : R 33.5.m
Gravel maintenance : R 86.5m

Drains cleaning and maintenance: R 33.9m

Sihlanzimvelo Project-Rivers and
Streams maintenance : R 38.0m



1.6.3 MAJOR ITEMS OF EXPENDITURE

1.6.3.1 HUMAN SETTLEMENTS, ENGINEERING, TRANSPORT AND INFRASTRW&RETU

Shongweni landfill site infrastructure 43.0
Southern waste water treatment works: digester online 60.0
Rural water & sanitation 45.0
PRV installation project 26.8
Western Aqueduct and Northern Aqueduct projects 187.0
Water loss management project 53.3
Provision / maintenance of ablution facilities 498.0
Zibambele poverty alleviation project: roads/verge maintenance 95.2
Housing delivery programme: 3 140 units 480.0
Rehabilitation and upgrading of housing rental stock 20.0
Upgrading and conversion of hostels into family units 85.0
Roads and streets maintenance 238.0
Gravel roads maintenance 86.5
Electricity network maintenance 662.8
Drains cleaning and maintenance 33.9
Maintenance of priority routes 33.5
Stormwater Infrastructure 455
Structural maintenance: bridges etc. iig
People mover - 208.0
Durban Transport bus service 38.0
Rivers and streams maintenance 26.2
Lines and signs maintenance 13.2

Traffic signals 11.5
Transport for disabled ( Dial- a —Ride)

1.6.3.2 CORPORATE AND HUMAN RESOURCES

Continual roll out of employee wellness interventions 3.9
Talent Management Framework and strategy implementation 1.8
Medical Surveillance: detection and management of occupational diseases 2.8
Work Skills Plan Training 15.7
Learnerships/Skills/Apprenticeships Programmes: Learnerships will be implemented/ continued 6.6
Bursaries for high achieving matriculants 69.6
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1.6.3.3 SUSTAINABLE DEVELOPMENT AND CITY ENTERPRISES

- Economic programmes, improve and grow the economic base of the city
- Durban Film Office Programmes

- Town centre Renewal

- Neighbourhood Development Programme

- Tourism Development

- Beachfront Landscaping : Maintenance and Development

- Event Promoters

- External Security

- SEDA eThekwini

- SEDA Construction

- KZN Sharks

- Corporate Municipal Activities, Advertising, Publicity and Marketing
- Reforestation projects : Buffeldraai, Inanda and Paradise Valley

- Removal of lllegal Signage and Billboards

- Energy Efficiency Demand Side Management System

- Invasive Alien Plant (IAP) Control

1.6.3.4 GOVERNANCE

Food Aid Programme: 73 soup kitchens
Senior Citizens Programme: special events recognising our senior citizens
Printing and distribution of Municipal Gazette: eZasegagasini
Ward Committees Stipend
Repairs & maintenance —buildings : Sizakala Centres & City Hall
Extended public works programme
Mayoral Imbizo
Security services for councillor’s offices
Youth development programmes
Grant in Aid —non-profit organisations
Vulnerable Groups
- SALGA Subscriptions
- Advertising
- EPWP integrated Grant Income

1.6.3.5 OFFICE OF THE CITY MANAGER

- Legal Fees: Litigation

- Sale of broadband: Income

- Maintenance, management and monitoring of the municipality’s IT network
- Programming: Applications and systems software

- IT Consultants and Professional services

Licensing Fees: Software
- ABM operational projects
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40.2
4.7
102.6
25.2
9.2
26.6
15.8
9.7
5.0
4.3
7.0
40.5
10.1
4.7
14.0
25.7

82.0
24.0
15.8
12.6

8.4
75.3

5.5
15.6
18.9

5.5
10.5
125
18.5
75.3

23.7
28.0
42.2
27.7
47.7
16.9
10.3



1.6.3.6 COMMUNITY AND EMERGENCY SERVICES

Fleet maintenance for Fire & Emergency unit

Specialised fire fighting support vehicles

Verulam Fire Station

lllovo training facility

Disaster management operations

CCTV camera repairs

Installation and maintenance of the Emergency Services System
Implementation of Safer Cities Plan

External security for safeguarding of council assets

Providing 16 cyber zones for libraries

Grass cutting and weed control: contractors

Provision of pool chemicals at swimming pools: water quality
Essence festival: Durban

Library services at shopping centres

Air pollution monitoring within EMA

Provision for HIV/AIDS services

Medical requisites for clinics

Improvements to clinics

1.6.3.7 FINANCE

Vehicle and bus licencing and registration
Land and property rights acquisitions
Vehicle & bus fleet replacement programme
Maintenance of vehicle and bus fleet

Depot upgrade and expansions

1.7 ANNUAL BUDGET TABLES

The ten primary budget tables as required in terms of section 8 of the Munici
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25.3
20.9

3.0

3.6

4.9

2.8

2.7

705.4

4.8
77.3
5.4
14.9
251
2.4
2.7
2.2
6.5
17.5

24.3
4.0
115.9
241.3
81.0

pal Budget and Reporting

Regulations follow. These tables set out the municipality’s 201 8/19 budget and MTREF. Each table is

accompanied by explanatory notes on the facing page.
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ETH eThekwini - Table A1 Consolidated Budget Summary

Description 2014/15 2015/16 2016/L7
Current Year 2017/18 2018/19 Medium Term Revenue
R th d Audited Audited Audited Original Adjusted Full Year |Budget Yea Budget Yea Budget Yeq
ousands Outcome | Outcome { Outcome Budget Budget Forecast 2018/19 | +1 2019/2C +2 2020/2]
Einancial Performance
Property rates 5,747,11% 6,219,98 6,570,11B 6,907,500 7,013,367 7,013,36]f 7,497,289 8,014,602 8,567,61
Service charges 14,284,4765,597,272 16,571,802 18,265,088 18,423,317 18,119,181 19,754,766 21,631,838 23,639,35
Investment revenue 380,544 540,599 664,33 1,296,055 462,324 478,28D 455,65 428,189 417,06
Transfers recognised - operational 2,657,49@39,256 2,716,46p 3,087,889 5,355,545 5,386,526 5,788,797 6,181,438 6,728,60
Other own revenue 3,803/1924,245,626 4,048,459 3,828,128 1,513,155 1,689,69p 1,730,801 1,831,794 1,947,53
Total Revenue (excluding capital transfer§ 26,872,826 29,042,739 30,571,178 33,384,655 32,767,708 32,687,045 35,227,308 38,087,862 41,300,16
and contributions)
Employ ee costs 7,157,5268,251,752 8,860,25p 9,824,018 9,780,760 9,455,596 10,470,211 11,288,481 12,086,74
Remuneration of councillors 100,795 105,334 110,93¢ 107,947 107,947 114,16/ 132,014 141,245 149,99
Depreciation & asset impairment 1,938,81®72,414 2,188,66/ 2,080,881 2,050,099 2,378,920 2,554,435 2,706,729 2,948,47|
Finance charges 950,565 968,805 897,95p 1,466,337 841,444 714,178 857,779 982,616 963,73
Materials and bulk purchases 8,436,186515,943 10,232,765 10,840,262 11,541,230 11,383,173 12,484,357 13,681,339 15,006,56
Transfers and grants 179,772 208,921 282,81p 226,275 454,203 427,61p 481,898 518,079 556,30
Other expenditure 7,935,1397,090,380 8,768,16p 8,151,551 7,479,849 7,777,52/ 8,246,415 8,650,403 9,217,04
Total Expenditure 26,698,863 28,113,549 31,341,568 32,697,270 32,255,532 32,251,177 35,227,111 37,968,893 40,928,87
Surplus/(Deficit) 173,964 929,191  (770,391) 687,385 512,175 435,868 197 118,969 371,29
Transfers and subsidies - capital (monef 2,779,11 3,331,032 2,968,03p 3,807,036 3,771,387 3,801,796 3,441,475 3,574,428 3,844,75
Contributions recognised - capital & cont - - - - - - - - -
Surplus/(Deficit) after capital transfers & 2,953,074 4,260,222 2,197,648 4,494,421 4,283,562 4,237,664 3,441,673 3,693,397 4,216,04
contributions
Share of surplus/ (deficit) of associate 4,969 - - - - - - - -
Surplus/(Deficit) for the year 2,958,04. 4,260,222 2,197,648 4,494,421 4,283,562 4,237,664 3,441,673 3,693,397 4,216,04
Capital expenditure & funds sources
Capital expenditure 4,716,504 4,902,924 5,466,42B 7,340,084 7,335,633 6,968,851 7,110,161 7,688,343 7,774,88
Transfers recognised - capital 2,779,110 3,331,032 2,968,03p 3,807,036 3,771,387 3,801,796 3,441,475 3,574,428 3,844,75
Public contributions & donations - - - - - - - - -
Borrowing 1,000,00 - 171,914 1,000,0G0 1,000,009 1,000,00p 1,000,000 1,000,000 1,000,00
Internally generated funds 937,394 1,571,893 2,326,47p 2,533,048 2,564,245 2,167,05b 2,668,685 3,113,915 2,930,13
Total sources of capital funds 4,716,5044,902,92 5,466,42B 7,340,084 7,335,633 6,968,851l 7,110,161 7,688,343 7,774,88
Einancial position
Total current assets 12,818,085 15,059,945 14,315,468 16,466,103 16,210,882 14,853,832 15,035,207 15,042,405 15,462,87|
Total non current assets 42,577,437 45,079,185 48,301,228 54,530,664 54,500,474 53,504,040 58,147,515 63,120,510 68,002,56
Total current liabilities 10,594,766 11,448,109 11,300,859 11,347,684 11,348,891 11,018,706 11,511,704 11,728,686 12,119,12
Total non current liabilities 12,403,651 11,990,573 12,197,749 12,474,404 12,247,814 12,618,606 12,721,319 12,868,007 13,087,34
Community wealth/Equity 32,397,106 36,700,449 39,118,088 47,174,679 47,114,652 44,720,560 48,949,700 53,566,223 58,258,97
Cash flows
Net cash from (used) operating 4,024,457 7,037,27 5,119,974 6,016,702 6,463,309 6,167,313 5,542,319 6,084,280 6,801,43
Net cash from (used) investing (4,709,909) (4,891,549) (5,338,57P) (7,317,652) (7,313,20D) (6,899,57P) (7,196,865) (7,705,559) (7,792,13
Net cash from (used) financing (7,396) (1,096,160) (400,374) 345,255 339,314 291,37Pp 268,979 94,555 228,30
Cash/cash equivalents at the year end 6,165,809216,32 6,597,35p 5,380,625 5,825,744 6,156,468 4,770,895 3,244,172 2,481,78
Cash backing/surplus reconciliation
Cash and investments available 6,166,809 7,216,329 6,597,350 7,982,745 5,825,745 6,639,97¢% 6,373,258 5,845,732 5,608,92
Application of cash and investments 5,335,712 5,800,154 5,936,331l 3,422,441 1,633,762 3,247,70p 3,222,888 1,832,930 741,42
Balance - surplus (shortfall) 831,0971,416,17 661,01 4,560,304 4,191,983 3,392,278 3,150,371 4,012,802 4,867,50
Asset management
Asset register summary (WDV) 45,007,719 48,191,025 54,406,806 54,370,645 52,457,776 52,457,776 57,060,781 61,993,064 66,834,64
Depreciation 1,938,879 1,972,414 2,188,66ff 2,080,881 2,050,099 2,378,924 2,554,435 2,706,729 2,948,47|
Renewal of Existing Assets 1,457,116 1,506,60 3,604,921 1,027,257 1,173,831 1,115,13P 939,26 900,772 1,013,81
Repairs and Maintenance 3,010,050 2,892,42 2,487,236 3,949,554 3,974,341 4,403,61f4 4,576,285 4,838,134 5,247,79
Free services
Cost of Free Basic Services provided 1,305,077 1,494,154 1,721,398 1,857,706 1,951,723 1,844,628 1,526,495 1,679,101 1,850,51]
Revenue cost of free services provided 2,795,72 2,984,954 1,935,904 2,826,230 2,826,230 2,789,357 3,221,752 3,378,738 3,673,19
Households below minimum service lejel
Water: 73 125 12B 125 125 - 127 125 12
Sanitation/sew erage: 172 275 18p 172 172 - 143 135 14
Energy: 368 394 39p 405 405 4417 419 415 41
Refuse: - - - - - - - - -
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EXPLANATORY NOTES TO MBRR TABLE ABUDGET SUMMARY

Table Al is a budget summary and provides a concise overview of the City’s budget from all of the major
financial perspectives (operating, capital expenditure, financial positi on, cash flow, and MFMA funding
compliance). The table provides an overview of the amounts to be approv ed for operating performance, as well
as the municipality’'s commitment to eliminating basic service delivery backlogs.

Financial management reforms emphasises the importance of the municipal b udget being funded. This requires
the simultaneous assessment of the Financial Performance, Financial Position and Cash Flow Budgets, along with
the Capital Budget. The Budget Summary provides the key information in this regard:

a. The operating surplus/deficit (after Total Expenditure) is positive over the MTREF

b. Capital expenditure is balanced by capital funding sources, of which
i. Transfers recognized is reflected on the Financial Performance Budget;
ii. Borrowing is incorporated in the net cash from financing on the Cash Flow Budget

iii. Internally generated funds are financed from a combination of the curr ent operating surplus and
accumulated cash-backed surpluses from previous years.

Even though the Council places great emphasis on the financial sustainability of the municipality, this is not
being done at the expense of services to the poor. The section of Free Services shows that the amount spent on
Free Basic Services and the revenue cost of free services provided by the municipality continues to increase. In
addition, the municipality continues to make good progress in addressing service d elivery backlogs.
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ETH eThekwini - Table A2 Consolidated Budgeted FinancialdPeddnmevenue and expenditure by functional classification)

Functional Classification Description Ref2014/15 2015/16 2016/1y .
Current Year 2017/18 2018/19 Medium Term Revenue &

Audited Audited Audited Original Adjusted Full Year | Budget Yeai Budget Yea Budget Yea
Outcome { Outcome i Outcome Budget Budget Forecast 2018/19 | +1 2019/2G +2 2020/21]

R thousand 1

Revenue - Functional

Governance and administration 9,038,504 9,691,303 10,985,790 11,657,923 11,336,543 11,517,119 12,496,884 13,237,065 14,216,55
Executive and council 1,377 1,408 104,448 253,292 271,414 271,58p 335,800 202,083 212,18
Finance and administration 9,037,0860,689,897 10,881,332 11,404,632 11,065,129 11,245,537 12,161,084 13,034,982 14,004,36
Internal audit 41 - - - - - - — -

Community and public safety 1,223,65 1,256,445 1,397,010 1,949,417 2,517,622 2,505,568 2,326,210 2,460,082 2,675,99
Community and social services 78,805 106,921 75,350 129,205 315,112 316,218 363,525 418,231 481,65
Sport and recreation 77727 75,285 141,081 101,843 398,993 377,416 441,192 466,512 498,99
Public safety 294,861 611,050 13,211 78,505 63,015 18,14f7 25,709 12,765 17,78
Housing 636,74C 313,444 1,078,835 1,444,471 1,541,310 1,502,656 1,263,034 1,315,174 1,411,7]
Health 135,524 149,744 88,52p 195,391 199,191 291,126 232,750 247,400 265,84

Economic and environmental services 1,664,01 2,447,345 1,825,557 1,851,797 1,630,860 1,692,132 1,807,185 1,833,957 1,699,41
Planning and development 191,871 202,304 307,421 321,962 234,977 222,598 249,100 284,227 294,77
Road transport 1,466,816 2,241,930 1,516,855 1,529,435 1,395,483 1,469,139 1,557,661 1,549,280 1,404,16
Environmental protection 5,824 3,110 1,281 400 400 40P 424 449 47

Trading services 17,208,744 18,385,065 18,742,673 21,044,896 20,916,829 20,645,253 21,833,772 23,961,631 26,379,73|
Energy sources 10,784,9792,235,174 12,125,435 13,245,823 13,026,563 12,730,370 13,352,913 14,445,854 15,654,34
Water management 3,899;8863,871,042 3,857,027 5,154,123 5,167,501 5,150,276 5,632,501 6,358,537 7,159,91
Waste water management 1,633,514,305,870 1,847,533 1,539,230 1,573,471 1,617,500 1,688,750 1,920,250 2,253,07
Waste management 890,366 972,979 912,678 1,105,720 1,149,295 1,147,107 1,159,608 1,236,990 1,312,40

Other 4 517,01¢ 593,613 588,19 687,658 137,240 128,774 204,733 169,555 173,21

Total Revenue - Functional 2 29,651,936 32,373,771 33,539,21p 37,191,691 36,539,094 36,488,841l 38,668,784 41,662,290 45,144,91
Expenditure - Functional

Governance and administration 3,289,741 3,057,448 5,653,556 4,126,989 5,255,890 5,385,270 5,860,446 6,139,289 6,482,78
Executive and council 369;210 326,764 386,726 467,365 895,096 916,901 911,531 915,508 991,98
Finance and administration 2,847,812,641,273 5,180,694 3,503,706 4,264,366 4,381,27]7 4,846,633 5,114,238 5,373,66|
Internal audit 72,719 89,411 86,137 155,918 96,423 87,091L 102,282 109,543 117,13

Community and public safety 5,045,41 4,878,902 3,511,666 5,398,488 5,251,358 4,038,168 4,480,203 4,793,715 5,094,07|
Community and social services 734,835 788,940 880,260 1,044,3z24 798,902 776,729 913,120 971,749 1,044,817
Sport and recreation 1,046;4401,131,043 1,191,899 1,364,437 1,728,252 1,707,610 1,871,472 1,999,996 2,116,395
Public safety 1,372,711 1,804,944 310,996 1,760,567 1,683,624 464,820 514,499 551,582 588,52
Housing 1,508,12 754,795 689,547 679,806 477,525 582,481 593,434 637,429 663,41
Health 383,305 399,180 438,96¢4 549,354 563,055 506,520 587,678 632,959 680,90

Economic and environmental services 2,584,29 2,901,006 4,302,622 3,298,100 3,048,779 4,298,316 4,617,058 4,882,316 5,227,02
Planning and development 668,860 818,562 1,003,145 896,11Y7 755,050 729,894 819,667 851,537 918,02
Road transport 1,765,120 1,958,138 3,159,806 2,124,337 2,123,625 3,431,287 3,622,516 3,844,942 4,110,23
Environmental protection 150,315 124,306 139,63R 277,646 170,104 137,136 174,874 185,837 198,77,

Trading services 15,163,682 16,586,025 17,099,30R 19,025,101 18,403,418 18,220,87[L 19,948,130 21,810,252 23,761,5]|
Energy sources 9,445,82710,146,1€0 10,696,590 11,789,188 11,465,201 11,371,320 12,329,506 13,280,146 14,258,81
Water management 3,718{1114,179,827 4,027,082 4,922,326 4,465,708 4,280,006 4,838,140 5,556,864 6,322,81
Waste water management 1,071,338,382,015 1,219,740 1,316,640 1,354,110 1,442,746 1,578,928 1,696,093 1,809,01
Waste management 928406 878,023 1,155,849 996,94y 1,118,399 1,126,800 1,201,556 1,277,150 1,370,86

Other 4 615,73C 693,999 774,418 848,591 296,087 308,553 321,274 343,321 363,47

Total Expenditure - Functional 3 26,698,868 28,117,379 31,341,568 32,697,270 32,255,532 32,251,177 35,227,111 37,968,893 40,928,87
Surplus/(Deficit) for the year 2,953,074 4,256,392 2,197,648 4,494,421 4,283,562 4,237,664 3,441,673 3,693,397 4,216,04|

EXPLANATORY NOTES TO MBRR TABLE A2 BUDGET PERFORMANCE (REVENUE AND EXPENDITURE BY
STANDARD CLASSIFICATION)

Table A2 is a view of the budgeted financial performance in relation to  revenue and expenditure per standard
classification. The GFS standard classification divides the municipal servi ces into 15 functional areas. Municipal
revenue, operating expenditure and capital expenditure are then classified i n terms of each of these functional
areas which enable National Treasury to compile ‘whole of government’ reports.

As a general principle the revenues for the Trading Services should exc eed their expenditures. The table
highlights that this is the case for Electricity, Water and Waste water  functions, but not the Waste management
function. Other functions that show a deficit between revenue and expenditur e are being financed from rates
revenues and other revenue sources.
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ETH eThekwini - Table A3 Consolidated Budgeted FinancialdPeddmvenue and expenditure by municipal vote)

Vote Description Raf 2014/15 2015/16 2016/1

Current Year 2017/18 2018/19 Medium Term Revenue &
R thousand Audited Audited Audited Original § Adjusted | Full Year [Budget Yea; Budget Yea Budget Yead|
Outcome | Outcome { Outcome | Budget Budget Forecast 2018/19 | +12019/2G +2 2020/21

Revenue by Vote 1
Vote 1 - Office of the City Manager 4,547 28,297 133,959 278,740 231,135 231,188 288,330 231,336 242,90
Vote 2 - City Manager's Operations 207,43863,782 154,397 158,042 90,1438 102,871 111,842 117,453 123,22
Vote 3 - Finance 8,996,173 9,486,785 10,805,914 11,355,583 11,011,111 11,195,174 12,105,306 12,975,642 13,941,10)
Vote 4 - Office of the Strategic Managemient 2,819 1,653 327 2,655 2,655 - 5,601 4,001 1,63
Vote 5 - Governance 4,201 3,209 3,397 3,07 69,867 69,128 78,585 3,471 3,64
Vote 6 - Corporate and Human Resources 12,13411,419 10,658 15,107 15,107 15,89B 19,203 20,701 22,31
Vote 7 - Economic Development & Planing 314,8851,049 422,215 408,935 364,691 346,401 446,157 447,602 464,06
Vote 8 - Community and Emergency Services 271,0886,279 266,446 454,218 438,525 512,181 543,737 588,594 665,46
Vote 9 - Human Settlements and Infrastricture 2,10626692,012 2,538,884 2,945,614 2,901,551 2,872,096 2,709,036 2,747,192 2,692,97
Vote 10 - Trading Services 17,208,318,377,469 18,741,100 21,044,855 20,920,342 20,648,763 21,837,462 23,965,507 26,383,80)
Vote 11 - Durban ICC 190,920 204,212 189,131 233,535 205,365 206,548 219,674 236,585 255,77
Vote 12 - USHAKA MARINE 212,705 267,605 272,782 291,332 288,598 288,598 303,851 324,207 348,00

N

Total Revenue by Vote 29,651,936 32,373,771 33,539,212 37,191,691 36,539,094 36,488,841 38,668,784 41,662,290 45,144,91

Expenditure by Vote be appropriated 1

Vote 1 - Office of the City Manager 436,140463,760 511,381 594,268 611,124 617,042 660,105 691,738 768,52
Vote 2 - City Manager's Operations 1,024,13976,059 1,526,381 1,358,437 1,338,014 1,488,07¥ 1,392,419 1,459,216 1,553,39
Vote 3 - Finance 1,850,182 3,031,732 4,219,976 2,606,013 2,181,291 2,261,930 2,510,477 2,658,678 2,774,33
Vote 4 - Office of the Strategic Managemient 24,36(81,165 29,828 45,223 45,223 35,829 61,862 62,30/ 61,73
Vote 5 - Governance 5741604 618,867 658,642 722,418 852,442 841,668 878,894 841,129 879,41
Vote 6 - Corporate and Human Resourcés 353,81391,201 428,927 537,011 537,118 515236 591,433 633,724 679,84
Vote 7 - Economic Development & Planfing 016,8FD3,916 948,436 1,019,764 1,059,778 1,083,80R 1,125,131 1,186,524 1,272,05
Vote 8 - Community and Emergency Services 2,4212/894,355 2,767,259 3,447,530 3,624,984 3,497,893 3,923,822 4,206,850 4,491,57]
Vote 9 - Human Settlements and Infrastricture 2376020793,201 2,758,137 2,966,524 2,764,243 2,882,303 3,240,728 3,494,696 3,720,33
Vote 10 - Trading Services 14,927,586,507,421 16,977,97L 18,874,508 18,741,808 18,526,892 20,306,711 22,161,677 24,114,06
Vote 11 - Durban ICC 152,082 166,572 205,298 205,828 175,831 176,831 187,879 204,708 222,08
Vote 12 - USHAKA MARINE 205,352 289,130 309,338 319,747 323,676 323,677 347,652 367,645 391,51
Total Expenditure by Vote 21 26,698,863 28,117,379 31,341,563 32,697,270 32,255,532 32,251,177 35,227,111 37,968,893 40,928,87]
Surplus/(Deficit) for the year 2 2,953,074 4,256,392 2,197,648 4,494,421 4,283,562 4,237,664 3,441,673 3,693,397 4,216,04

EXPLANATORY NOTES TO MBRR TABLE A3 BUDGETED FINANCIAL PERFORMANCE ( REVENUE AND
EXPENDITURE BY MUNICIPAL VOTE )

Table A3 is a view of the budgeted financial performance in relation to  the revenue and expenditure per
municipal vote. This table facilitates the view of the budgeted operating per formance in relation to the
organizational structure of the City.
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ETH eThekwini - Table A4 Consolidated Budgeted Financialdeddnevenue and expenditure)

Description Ref 2014/15 2015/16 2016/1f
Current Year 2017/18 2018/19 Medium Term Rewvenue &
R thousand 1 Audited Audited Audited Original Adjusted | Full Year [ Budget Yea Budget Yeal Budget Yed|
Outcome { Outcome | Outcome Budget Budget Forecast 2018/19 | +12019/2C +2 2020/21)
Revenue By Source
Property rates 2 5,747,115 6,219,986 6,570,118 6,907,500 7,013,367 7,013,367 7,497,289 8,014,602 8,567,6
Service charges - electricity revenue 2 10,188]86295,514 12,109,097 12,787,852 12,558,540 12,284,253 13,124,496 14,174,455 15,308,4]]
Service charges - water revenue 2 2,622,929759,678 3,130,213 3,825,905 3,819,819 3,803,606 4,409,604 5,025,179 5,676,30
Service charges - sanitation revenue 2 €00,028B05,590 736,116 890,031 959,746 977,147 1,075,290 1,183,395 1,302,494
Service charges - refuse revenue 2 524,136556,239 559,478 624,509 667,374 664,234 727,158 796,066 871,52
Service charges - other 148,490 180,251 36,898 136,791 417,838 389,941 418,219 452,743 480,63
Rental of facilities and equipment 560,625538,04i7 578,746 486,015 816,391 894,855 951,325 1,018,368 1,092,05
Interest eamed - external investments 380,54640,599 664,33 1,296,055 462,320 478280 455655 428,189 417,06
Interest earned - outstanding debtors 337,14B59,569 276,982 287,332 278,330 377,860 342,903 359,678 380,99
Dividends received - -
Fines, penalties and forfeits 262,262 591,392 389,454 61,300 61,5677 76,82D 72,791 76,138 79,66
Licences and permits 30228 40,912 47,34D 38,189 38,189 32,30B 40,688 42,714 44,59
Agency services 10,233 10,186 10,93L 11,185 11,185 11,62b 15,532 16,427 17,24
Transfers and subsidies 2,657,499,439,256 2,716,460 3,087,889 5355545 5386525 5788797 6,181,438 6,728,60
Other revenue 2 2,553,417 2,696,395 2,745,006 2,903,333 266,724 285,435 285,646 296,416 311,18
Gains on disposal of PPE 46,286 9,125 40,768 40,768 10,79p 21,915 22,053 21,83
Total Revenue (excluding capital transfer 26,872,825 29,042,739 30,571,173 33,384,655 32,767,708 32,687,046 35,227,308 38,087,862 41,300,16
and contributions)
Expenditure By Type
Employ ee related costs 2 7,157,528,251,752 8,860,25% 9,824,018 9,780,760 9,455,596 10,470,211 11,288,481 12,086,74
Remuneration of councillors 100,795 105,334 110,934 107,947 107,947 114,164 132,014 141,245 149,99
Debt impairment 3 2,079/3601,391,264 2,059,099 649,218 649,760 826,756 891,442 978,131 1,073,41
Depreciation & asset impairment 2 1,938,81972,414 2,188,667 2,080,881 2,050,099 2,378,924 2,554,436 2,706,729 2,948,47
Finance charges 950,565 968,805 897,950 1,466,337 841,444 714,178 857,779 982,616 963,73
Bulk purchases 2 8,378,618 9,464,736 10,099,008 10,657,978 10,529,510 10,212,119 11,290,762 12,419,901 13,634,00
Other materials 3 57,568 51,207 133,797 182,284 1,011,720 1,171,058 1,193,595 1,261,437 1,372,58
Contracted services 3,775;7653,652,432 4,024,831 4,841,709 4,846,149 4,959,230 5,148,311 5,409,480 5,816,82
Transfers and subsidies 17G,772 208,921 282,816 226,275 454,203 427,615 481,898 518,079 556,30
Other expenditure 1,5 2,079,3462,044,226 2,683,959 2,659,875 1,983,190 1,990,577 2,205,724 2,261,834 2,325,864
Loss on disposal of PPE 668 2,458 28 749 748 9688 935 958 90,
Total Expenditure 26,698,86328,113,549 31,341,568 32,697,270 32,255,532 32,251,177 35,227,111 37,968,893 40,928,87
Surplus/(Deficit) 173,964 929,191  (770,391) 687,385 512,175 435,868 197 118,969 371,29
Transfers and subsidies - capital (monet
allocations) (National / Provincial and Di 2,779,11 3,331,032 2,968,039 3,807,036 3,771,387 3,801,796 3,441,476 3,574,428 3,844,7Y
Transfers and subsidies - capital (monet
allocations) (National / Provincial Depart
Agencies, Households, Non-profit Institu
Private Enterprises, Public Corporatons,; 6 - - - - -
Transfers and subsidies - capital (in-kind - afl)
Surplus/(Deficit) after capital transfers & 2,953,074 4,260,222 2,197,648 4,494,421 4,283,562 4,237,664 3,441,673 3,693,397 4,216,04
contributions
Taxation 3,830 3,216
Surplus/(Deficit) after taxation 2,953i074 4,256,392 2,194,432 4,494,421 4,283,562 4,237,664 3,441,673 3,693,397 4,216,04
Attributable to minorities
Surplus/(Deficit) attributable to municipality 2,953,0744,256,392 2,194,430 4,494,421 4,283,562 4,237,664 3,441,673 3,693,397 4,216,04
Share of surplus/ (deficit) of associate 7 4,969
Surplus/(Deficit) for the year 2,958,0434,256,39%2 2,194,432 4,494,421 4,283,562 4,237,664 3,441,673 3,693,397 4,216,04

Section 1.4 provides explanatory details on the operating revenue framework.
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ETH eThekwini - Table A5 Consolidated Budgeted Capital Expéydinte, functional classification and funding

Vote Description Raf 2014/15 2015/16 2016/1f
Current Year 2017/18 2018/19 Medium Term Revenue &
R thousand 1 Audited Audited Audited Original Adjusted Full Year | Budget Yea Budget Yea Budget Yea|
Outcome | Outcome | Outcome Budget Budget Forecast 2018/19 § +1 2019/2G +2 2020/2]]
Capital expenditure - Vote
Multi-year expenditur® be appropriated | 2
Vote 1 - Office of the City Manager 111,347 - 168,686 435,199 479,279 455,315 420,999 455,915 474,53
Vote 2 - City Manager's Operations 3,031 - 3,648 - - - 13,120 42,550 30,46
Vote 3 - Finance 90,975 67,600 75,55[7 257,708 177,661 168,778 70,12% 99,581 73,66
Vote 4 - Office of the Strategic Management - - 137 - - - - - -
Vote 5 - Governance 6,476 - 16,276 12,508 12,508 11,88 21,814 22,374 48,60
Vote 6 - Corporate and Human Resources 3,126 - - 1,355 25 23f7 3,410 2,595 18,30
Vote 7 - Economic Development & Planning 78,48R00,968 249,530 387,381 358,121 340,215 428,777 427,037 481,52
Vote 8 - Community and Emergency Services 193,3097,957 202,07R 433,327 434,960 413,21 468,748 498,778 496,10
Vote 9 - Human Settlements and Infrastrycture 2,09472/840,193 2,428,928 3,162,977 2,963,183 2,815,024 3,037,228 3,285,978 3,344,26
Vote 10 - Trading Services 1,974,692,731,886 2,135,651 2,162,654 2,090,100 1,985,595 2,193,479 2,458,191 2,352,09
Vote 11 - Durban ICC - - - - - - - - -
Vote 12 - USHAKA MARINE - - - - - - - - -
Capital multi-year expenditure sub-total 7 4,556,214 4,598,604 5,280,49¢%4 6,853,108 6,516,061 6,190,258 6,657,702 7,292,999 7,319,54
Single-year expenditute be appropriated | 2
Vote 1 - Office of the City Manager 8,595 159,212 - 6,458 12,658 12,02p 5,197 9,070 9,80
Vote 2 - City Manager's Operations 509 8,537 - 497 1,221 1,16p 994 5,537 1,74
Vote 3 - Finance 29,453 48,938 66,89p 84,391 115,909 110,114 120,967 111,245 195,89
Vote 4 - Office of the Strategic Managemient - - - 85 85 8p - 69 51
Vote 5 - Governance 10,458 9,953 7,54D 7,697 23,366 22,198 2,773 5,046 22,00
Vote 6 - Corporate and Human Resources 5,640 8,957 1,83P 2,945 8,865 8,423 1,890 1,921 10,12
Vote 7 - Economic Development & Planiing 37,895 4,992 214 2,529 19,823 18,83p 3,838 3,815 4,93
Vote 8 - Community and Emergency Services 816 6,973 168 120,727 129,412 122,941 110,772 107,242 105,78
Vote 9 - Human Settlements and Infrastrycture 5,046 3,943 1,96f7 8,243 16,904 16,05P 7,933 7,393 6,87
Vote 10 - Trading Services 40,928 12,334 60,71B 160,601 402,976 382,827 117,254 78,579 69,77
Vote 11 - Durban ICC 9,856 17,789 23,906 77,932 73,481 69,80[7 56,301 53,015 14,02
Vote 12 - USHAKA MARINE 11,094 22,692 22,69 14,869 14,869 14,12b 24,530 12,412 13,86
Capital single-year expenditure sub-total 160,290 304,319 185,936 486,976 819,572 778,593 452,459 395,344 455,34
Total Capital Expenditure - Vote 4,716,5044,902,924 5,466,428 7,340,084 7,335,633 6,968,859l 7,110,161 7,688,343 7,774,88
Capital Expenditure - Functional
Governance and administration 267,23% 304,978 269,696 478,576 1,067,842 1,014,450 628,057 680,712 751,92
Executive and council 16:934 9,953 196,297 20,205 297,391 282,522 332,954 335,125 383,22
Finance and administration 247,790 295,025 72,88B 458,022 770,364 731,846 294,896 345,421 368,34
Internal audit 2,508 511 348 86 8p 207 1656 35|
Community and public safety 558,09C 525,586 783,540 1,843,699 1,942,829 1,845,687 1,719,445 1,863,545 1,939,21
Community and social services 92,420 103,827 158,808 364,496 347,477 330,108 181,103 185,922 188,91
Sport and recreation 11,329 14,794 25,558 99,323 233,073 221,420 308,150 320,460 305,44
Public safety 70,567 74,328 31,407 76,415 57,165 54,307 99,353 133,113 111,01
Housing 361,59% 312,438 558,467 1,289,375 1,287,375 1,223,006 1,107,235 1,194,395 1,289,57|
Health 22,182 20,199 9,30¢ 14,089 17,739 16,85 23,604 29,655 44,27
Economic and environmental services 1,862,32 2,193,855 2,120,158 2,572,452 1,835,079 1,743,326 2,163,599 2,305,989 2,487,39
Planning and development 12%,122 200,576 249,698 360,608 359,469 341,495 329,989 366,337 438,13
Road transport 1,737,204 1,993,279 1,870,460 2,211,845 1,463,097 1,389,942 1,825,293 1,937,262 2,047,26¢
Environmental protection 12,513 11,887 8,317 2,390 2,00
Trading services F 2,006,627 1,831,497 2,161,670 2,323,255 2,452,335 2,329,715 2,421,028 2,707,340 2,518,45
Energy sources 541,797 601,678 719,020 806,0007.62E+08 724,009 802,601 911,415 909,81
Water management 815,638 561,852 670,678 775,8967.77E+08 65,404 804,368 852,318 704,69
Waste water management 583,041 592,347 718,160 604,9458.45E+08 802,42(¢ 714,586 814,584 729,44
Waste management 66,146 75,620 53,80B 136,41468849825 737,88 99,474 129,023 174,47
Other 22,235 47,008 131,365 122,10337551700 35,674 178,031 130,757 77,89
Total Capital Expenditure - Functional 3 4,716,504 4,902,924 5,466,428 7,340,084 7,335,633 6,968,851 7,110,161 7,688,343 7,774,889
Funded by:
National Government 2,65¢,8043,226,740 2,872,576 2,944,747 2,899,345 2,922,768 2,847,976 2,963,685 3,170,34
Provincial Government 105,188 57,969 61,224 862,289 862,289 838,247 593,500 610,743 674,40
District Municipality -
Other transfers and grants 14,118 46,323 34,24p - 9,753 40,785 - -
Transfers recognised - capital 4 2,779,111 3,331,032 2,968,039 3,807,036 3,771,387 3,801,796 3,441,476 3,574,428 3,844,75
Public contributions & donations 5 -
Borrowing 6 1,000,000 - 171,914 1,000,0¢0 1,000,000 1,000,000 1,000,000 1,000,000 1,000,00
Internally generated funds 937,394 1,571,898 2,326,476 2,533,048 2,564,245 2,167,056 2,668,685 3,113,915 2,930,13
Total Capital Funding 7 4,716,504 4,902,925 5,466,428 7,340,084 7,335,633 6,968,851 7,110,161 7,688,343 7,774,88
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EXPLANATORY NOTES TO TABLE ASBUDGETED CAPITAL EXPENDITURE BY VOTE, STANDARD CLASSIFICATION
AND FUNDING SOURCE

Table A5 reflects the city’s capital programme in relation to capital expenditure by municipal vote (multi-year
appropriations); capital expenditure by standard classification; and the  funding sources necessary to fund the
capital budget, including information on capital transfers from national an  d provincial departments. The MFMA
provides that a municipality may approve multi-year or single-year capita | budget appropriations. Budget
appropriations for the two outer years are indicative allocations based on departmental plans as informed by the
IDP and will be reviewed on an annual basis to assess the relevance of the expenditure in rela tion to the strategic

objectives of the city. The capital programme is funded mainly from grants and transfers, borrowings and
internally generated funds.
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ETH eThekwini - Table A6 Consolidated Budgeted Financial Position

Description Ref 2014/15 2015/16 2016/1f
Current Year 2017/18 2018/19 Medium Term Revenue &

R th d Audited Audited Audited Original Adjusted | Full Year | Budget Yea Budget Yea; Budget Yed|

ousan Outcome { Outcome | Outcome Budget Budget Forecast 2018/19 | +12019/20 +2 2020/21
ASSETS
Current assets

Cash 883,192 1,020,138 554,368 1,304,267 1,326,287 1,028,008 1,003,531 972,208 986,36

Call investment deposits 1 5,471,113,026,220 6,412,543 7,500,000 5,321,000 6,000,000 5,750,000 5,250,000 5,000,00

Consumer debtors 1 3,077i1722,767,695 4,022,047 3,693,090 5,581,428 4,468,008 4,884,818 5,384,053 5,997,05

Other debtors 2,954,724 3,699,636 2,685,048 3,356,266 3,368,31&4 2,691,100 2,716,898 2,746,138 2,775,77

Current portion of long-term receiv ables 10,96641,595 42,8414 246,153 246,153 196,923 200,861 204,878 208,97]

Inventory . 420,919 504,682 598,623 366,306 367,700 469,791 479,098 485,138 494,70
Total current assets 12,818,08615,059,946 14,315,468 16,466,103 16,210,882 14,853,832 15,035,207 15,042,405 15,462,87]
Non current assets

Long-term receivables 841497 41,817 84,740 47,643 52,518 94,790 116,230 137,532 158,20

Investments 500,000C -

Investment property 314,901 305,276 292,120 356,064 356,064 286,411 353208 346,247  343,3

Investment in Associate -

Property, plant and equipment 3 40,817,@(34804,248 46,908,288 53,140,616 53,106,949 51,175,669 55,706,113 60,640,519 65,480,21

Agricultural -

Biological -

Intangible 855,475 898,195 990,617 909,030 907,635 995,696 1,001,499 1,006,298 1,011,11

Other non-current assets 51560 29,649 25,4504 77,311 77,311 951,474 970,504 989,914  1,009,71
Total non current assets 42,577,4375,079,185 48,301,228 54,530,664 54,500,474 53,504,040 58,147,515 63,120,510 68,002,56
TOTAL ASSETS 55,395,528 60,139,131 62,616,691 70,996,767 70,711,357 68,357,87R 73,182,722 78,162,915 83,465,43
LIABILITIES
Current liabilities

Bank overdraft 1 687,496 830,009 369,556 821,543 821,543 388,034 380,273 376,470 377,44

Borrowing 4 1,082,%74 1,065,702 793,528 829,745 829,745 786,086 961,886 829,545 859,17

Consumer deposits 1,7126901,945,529 2,173,400 2,026,549 2,027,677 2,230,046 2,285,135 2,341,578 2,376,92

Trade and other pay ables 4 6,385,768,950,455 7,364,086 7,042,904 7,040,862 6,535,627 6,826,978 7,144,709 7,489,8]

Provisions 726,03¢ 656,414 600,308 626,944 629,065 1,078,910 1,057,43% 1,036,388 1,015,76
Total current liabilities 10,594,76611,448,109 11,300,859 11,347,684 11,348,891 11,018,706 11,511,704 11,728,686 12,119,12
Non current liabilities

Borrowing 9,249,74 8,170,657 8,042,457 8,529,259 8,302,669 8,399,508 8,431,613 8,508,591 8,655,17]

Provisions 3,153,90 3,819,916 4,155,292 3,945,145 3,945,145 4,219,108 4,289,706 4,359,416 4,432,164
Total non current liabilities 12,403,65111,990,573 12,197,740 12,474,404 12,247,814 12,618,606 12,721,319 12,868,007 13,087,34
TOTAL LIABILITIES 22,998;4123,438,682 23,498,608 23,822,088 23,596,705 23,637,312 24,233,023 24,596,692 25,206,46
NET ASSETS 51 32,397,106 36,700,449 39,118,083 47,174,679 47,114,652 44,720,560 48,949,700 53,566,223 58,258,97]
COMMUNITY WEALTH/EQUITY

Accumulated Surplus/(Deficit) 28,771,137490,843 34,870,52p 44,677,823 44,617,796 42,393,776 46,372,250 52,100,351 57,466,16

Reserves 4 3,625,919 4,209,606 4,247,561 2,496,856 2,496,856 2,326,785 2,577,449 1,465,872 792,81
TOTAL COMMUNITY WEALTH/EQUITY | 5 32,397,106 36,700,449 39,118,083 47,174,679 47,114,652 44,720,560 48,949,700 53,566,223 58,258,97|

EXPLANATORY NOTES TO TABLE ABUDGETED FINANCIAL POSITION

Table A6 is a consistent with international standards of good financial management practice, and improves
understandability for councilors and management of the impact of the budge t on the statement of financial
position (balance sheet). This format presenting the statement of fin ancial position is aligned to GRAP1, which is
generally aligned to the international version which presents Assets less Liabilities as “accounting” Community
Wealth. The order of items within each group illustrates items in order of  liquidity; i.e. assets readily converted
to cash, or liabilities immediately required to be met from cash, appear first.
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Table A6 is supported by an extensive table of notes ( Supporting Table SA3 ) providing a detailed analysis of
the major components of a number of items, including:

Call investments deposits;
Consumer debtors;

Property, plant and equipment;
Trade and other payables;
Provisions non-current;
Changes in net assets; and
Reserves

The municipal equivalent of equity is Community Wealth/Equity. The justificati ~ on is that ownership and the net
assets of the municipality belong to the community.

Any movement on the Budgeted Financial Performance or the Capital Budg et will inevitably impact on the
Budgeted Financial Position. As an example, the collection rate assump tion will impact on the cash position of
the municipality and subsequently inform the level of cash and cash equivalents at year end. Similarly, the
collection rate assumption should inform the budget appropriation for  debt impairment which in turn would
impact on the provision for bad debt.

These budget and planning assumptions form a critical link in determini ng the applicability and relevance of the
budget as well as the determination of ratios and financial indicators. In addition the funding compliance
assessment is informed directly by forecasting the statement of financial position.
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ETH eThekwini - Table A7 Consolidated Budgeted Cash Flows

Description Ref 2014/15 2015/16 2016/1f
Current Year 2017/18 2018/19 Medium Term Revenue &
R thousand Audited Audited Audited Original Adjusted Full Year | Budget Yea Budget Yeal Budget Yea|
Outcome | Outcome { Outcome Budget Budget Forecast 2018/19 | +1 2019/2G +2 2020/21
CASH FLOW FROM OPERATING ACTIVITIES
Receipts
Property rates 5,909,114 6,332,869 6,570,118 6,562,125 6,662,699 6,662,699 7,122,425 7,613,872 8,139,22
Service charges 14,284,476.5,597,272 16,571,802 17,479,397 17,405,738 16,982,476 18,767,028 20,550,247 22,457,38
Other revenue 813,817 1,915,893 1,981,766 3,479,044 1,438,006 1,071,343 1,365,982 1,450,063 1,544,744
Government - operating 1 2,657,492,439,256 2,783,076 3,087,889 5,426,759 5,381,515 5,788,797 6,181,438 6,728,60
Government - capital 1 2,779,1103,331,031 2,968,039 3,807,036 3,771,385 3,801,796 3,441,476 3,574,428 3,844,75
Interest 555,686 787,285 799,791 1,562,712 740,654 838,593 798,558 787,867 798,01
Dividends 3 - - -
Payments
Suppliers and employ ees (21,844,908)188,607) (25,373,843) (28,268,890) (27,686,345) (27,433,287) (30,402, 269) (32,572,940) (35,191,25
Finance charges (950,565)  (968,805)  (897,9509) (1,466,337) (841,448) (714,178) (857,779) (982,616) (963,73
Transfers and Grants 1 (179,772)(208,921)  (282,815) (226,275) (454,143) (423,643) (481,898) (518,079) (556,30
NET CASH FROM/(USED) OPERATING ACTJVITIES 4,02%,887,273 5,119,974 6,016,702 6,463,309 6,167,313 5,542,319 6,084,280 6,801,43
CASH FLOWS FROM INVESTING ACTIVITIES
Receipts
Proceeds on disposal of PPE 57,734 14,543 11,96p 40,768 40,768 10,79p 21,915 22,053 21,83
Decrease (Increase) in non-current debtgrs 2,06310,318 (1,518) (1,51B) (10,041) (21,440) (21,302) (20,67
Decrease (increase) other non-current receiviables - (44,181) (818) (818) (18,646) (19,030) (19,410) (19,79
Decrease (increase) in non-current investments (16,002) (16,002) 854 (68,150) 1,443 1,38
Payments
Capital assets (4,769,706) (4,916,410) (5,306,358) (7,340,084) (7,335,633) (6,882,524) (7,110,161) (7,688,343) (7,774,88
NET CASH FROM/(USED) INVESTING ACTIVITIES 4,719,009)549) (5,338,579) (7,317,652) (7,313,200) (6,899,570) (7,196,865) (7,705,559) (7,792,13
CASH FLOWS FROM FINANCING ACTIVITIES
Receipts
Short term loans - - _ _ —
Borrowing long term/refinancing 1,000,000 - 700,000 1,000,0¢0 1,000,000 1,000,000 1,000,000 1,000,000 1,000,00
Increase (decrease) in consumer deposits - 48,804 42,863 53,72t 55,065 56,441 57,85
Payments
Repay ment of borrowing (1,007,39@)096,160) (1,100,374) (703,549)  (703,549) (762,391) (786,086) (961,886) (829,54
NET CASH FROM/(USED) FINANCING ACTEVITIES (1B968)6,160) (400,374) 345,255 339,314 291,370 268,979 94,555 228,30
NET INCREASE/ (DECREASE) IN CASH{HELD 692,B0dp,564  (618,97P)  (955,695) (510,577)  (440,887) (1,385,567) (1,526,724) (762,39
Cash/cash equivalents at the year begiri: 62859,657 6,166,765 7,216,320 6,336,321 6,336,321 6,597,350 6,156,463 4,770,896 3,244,17]
Cash/cash equivalents at the year end: 166,80 7,216,329 6,597,350 5,380,626 5,825,744 6,156,468 4,770,896 3,244,172 2,481,78

TABLE A7-BUDGETED CASH FLOW STATEMENT

The budgeted cash flow statement is the first measurement in determining
expected level of cash in-flow versus cash out-flow that is likely to

if the budget is funded. It shows the
result from the implementation of the

budget. The 2018/19 MTREF has been informed by the planning principle of ensuring adequate cash reserves over
the medium-term. Cash and cash equivalents totals R 6.2 billion as at the end of the 2017/18 financial year and
is projected to decrease to R 2.5 hillion by 2020/2021.
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ETH eThekwini - Table A8 Consolidated Cash backed resenmegéteclisurplus reconciliation

Description Reéf 2014115 | 2015/16]  2016/1]
Current Year 2017/18 2018/19 Medium Term Revenue &
® thousand Audited Audited | Audited | Original | Adjusted | Full Year |Budget Yeai Budget Yea Budget Yed
Outcome { Outcome { Outcome | Budget | Budget | Forecast | 2018/19 | +12019/2G +2 2020121
Cash and investments available L
Cashicash equivalents at the year end 1 6,;166,80216,3 6,597,390 5,380,626 5,825,744 6,156,408 4,770,8% 3244172 248178
Other current investments > 90 days (5:00,000) - - 2,602,149 1 483502 1,602,362 2,601,560 3,127,14
Non current assets - Investments 1 50000 - - - - - - - -
Cash and investments available: 6,166,8007,216,329 6,597,3%) 7982745 5825745 16,6399 6,373.258 584573 5,608,92
Application of cash and investments
Unspent conditional transfers 1,12:5,784749,323 867,988 275000 2750 250,000 225000 220,000 215,00
Unspent borrowing - - - - - - - - -
Statutory requirements 2
Other working capital requirements 3 (1002984814 2047 23642 (1,767158) (40148F) (661450) (858,87 (1,135,1]
Other provisions 726,038: 656,414 600308 626,944 629,085 1,078,910 1057434 1036388 1,01574
Long term investments committed 4 - - - - —Gf - - - -
Reserves to be backed by cashfinvestents 5 3?,625,19299,606 4247581 249685 2496856 2,320277 2601912 1435413 645,83
Total Application of cash and investments; 5335715,800.154 5936331 3422441 1633762 3247700 3222888 183293 74142
Surplus(shortfall) 83L,00F 1416115 66100p 4560364 4191983 3392278 315037 4012802 486750

TABLE A8—CASH BACKED RESERVES/ACCUMULATED SURPLUS RECONCILIATION

The table is aligned to the requirements of the MFMA Circular 42.

In essence the table evaluates the funding levels of the budget by firstly forecas ting the cash and investments at

year end and secondly reconciling the available funding to the liabilities/commitments tha

t exist.

The outcome of this exercise indicates a surplus. This shows that the cash an d investments available exceed the

applications indicating compliance with the MFMA requirements that the municipality’s budget
part of the budgeting and planning guidelines that informed the compilation
objective of the medium-term framework was to ensure the budget is funded &

MFMA.
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ETH eThekwini - Table A9 Consolidated Asset Management

Description Ref 2014/15 2015/16 2016/1) rm Revenue
Current Year 2017/18
R thousand Audited Audited Audited Original Adjusted Full Year | Budget Yea Budget Yea; Budget Yea|
Outcome | Outcome | Outcome Budget Budget Forecast 2018/19 | +1 2019/2G +2 2020/21)
CAPITAL EXPENDITURE
Total New Assets 1 2,986,17 3,135,125 1,861,507 4,023,079 4,611,928 4,381,331 3,540,191 4,171,249 3,839,14
Roads Infrastructure 76,463 137,218 294,544 137,084 69,071 65,617 894,019 1,012,995 867,03
Storm water Infrastructure - 59,321 75,46p 50,000 195,023 185,27p 17,000 32,000 -
Electrical Infrastructure 196,261 404,509 155,251 613,126 518,506 492,581 384,128 483,865 344,14
Water Supply Infrastructure 637,208 397,143 170,360 589,605 605,231 574,970 467,217 594,788 417,00
Sanitation Infrastructure 565,24( 481,299 328,241 455,854 166,537 158,210 205,765 264,414 236,00
Solid Waste Infrastructure 38,403 22,79 2,814 43,000 91,020 86,46P 43,000 24,400 25,62
Rail Infrastructure - - - - - - - - -
Coastal Infrastructure - - - - - - 10,793 11,000 10,98
Information and Communication Infrastructure - - - - - - - - -
Infrastructure 1,513,57 1,502,285 1,026,67R 1,888,669 1,645,383 1,563,119 2,021,922 2,423,462 1,900,81
Community Facilities 901,403 1,341,257 287,04p 287,074 885,853 841,560 176,090 256,211 285,21
Sport and Recreation Facilities 7,941 2,955 248,014 35,264 22,750 21,618 88,053 71,322 33,50
Community Assets 909,344 1,344,213 535,068 322,338 908,603 863,17B 264,143 327,533 318,71
Heritage Assets - - 1,095 - - - 67,082 146,045 153,42
Revenue Generating - - - - - - - - -
Non-revenue Generating - - - — - — - — -
Investment properties - - - - - - - - -
Operational Buildings 174,063 107,337 - 22,918 49,991 47,4911 47,541 88,576 122,44
Housing 262,505 10,95D - 1,223,775 1,216,775 1,155,936 563,500 623,650 686,00
Other Assets 436,56¢ 118,287 - 1,246,603 1,266,765 1,203,42B 611,041 712,225 808,46
Biological or Cultivated Assets - - - - - - - - -
Servitudes - - - 1,350 29,499 28,024 1,809 2,000 2,00
Licences and Rights 3,457 3,848 - 51,435 97,242 92,38 37,782 54,625 53,26
Intangible Assets 3,457, 3,843 - 52,785 126,742 120,40p 39,582 56,625 55,26
Computer Equipment 18,013 38,777 42,33D 103,422 105,562 100,28¢ 17,808 29,079 33,06
Furniture and Office Equipment 56,062 - 33,501 102,182 136,436 129,61¢4 70,982 60,753 40,18
Machinery and Equipment - 58,915 103,972 76,001 78,792 74,85p 214,185 213,683 216,17]
Transport Assets 49,153 68,801 118,874 230,989 343,639 326,457 208,186 174,842 278,06
Libraries - - - - - - 25,260 27,000 35,00
Zoo's, Marine and Non-biological Animals - - - - - - - - -
Total Renewal of Existing Assets 2 1,457,11 1,506,606 3,604,921 1,027,257 1,173,831 1,115,139 939,260 900,772  1,013,81
Roads Infrastructure 293,248 290,795 1,787,048 606,694 229,199 217,739 387,230 363,032 369,32
Storm water Infrastructure 9,828 20,777 76,09 - 21,314 20,248 - - 9,04
Electrical Infrastructure 144,177 72,169 702,891 40,869 58,820 55,87p 158,500 156,600 290,05
Water Supply Infrastructure 116,049 108,435 580,616 - 87,605 83,22p 100,344 50,593 40,00
Sanitation Infrastructure 14,659 14,765 384,524 - 10,506 9,981 17,880 33,900 40,30]
Solid Waste Infrastructure 429 437 9,394 26,210 20,180 19,171 20,000 26,500 27,82
Rail Infrastructure - - - - - - - - -
Coastal Infrastructure - - - 69,528 69,528 66,05p 34,777 59,544 30,01
Information and Communication Infrastructure - - 25,622 - - - - - -
Infrastructure 578,39¢ 507,377 3,566,190 743,292 497,152 472,294 718,731 690,169 806,50
Community Facilities 135,189 212,528 - 75,598 352,074 334,470 120,120 95,943 119,29
Sport and Recreation Facilities 4,003 14,689 - - 3,200 3,04D 11,347 19,763 35,61
Community Assets 139,192 227,217 - 75,598 355,274 337,51p 131,467 115,711 154,81
Heritage Assets - - - - - - - - -
Revenue Generating - - - - - — - — -
Non-revenue Generating - - - - - - - - -
Investment properties - - - - - - - - -
Operational Buildings 276,201 463,458 32,36B 191,501 297,938 283,041 67,364 55,485 39,65
Housing 426,744 286,496 - 3,600 10,200 9,69p 2,198 1,465 1,09
Other Assets 702,945 749,948 32,368 195,101 308,138 292,731 69,562 56,952 40,74
Biological or Cultivated Assets - - - - - - - - -
Servitudes - - - - - - - - -
Licences and Rights 36,588 22,064 - 13,267 13,267 12,60¢ 19,300 37,940 11,74
Intangible Assets 36,588 22,064 - 13,267 13,267 12,60¢ 19,300 37,94p 11,74
Computer Equipment - - - - - - - - -
Furniture and Office Equipment - - - - - - - - -
Machinery and Equipment - - - - - - 200 - -
Transport Assets - - 6,364 - - - - - -
Total Upgrading of Existing Assets 6 273,216 261,193 - 2,289,747 1,549,874 1,472,381 2,630,711 2,616,322 2,921,92
Roads Infrastructure 125,678 124,626 - 258,935 131,776 125,187 1,054,413 998,781 1,319,394
Storm water Infrastructure 4,212 8,904 - 80,310 55,372 52,60B 151,686 177,220 92,11
Electrical Infrastructure 61,79C 30,930 - 89,915 144,035 136,833 179,348 233,489 247,41
Water Supply Infrastructure 49,735 35,813 - 115,7%5 83,06 78,9017 177,201 117,697 78,57
Sanitation Infrastructure 1 6,328 - 142,791 426,503 405,178 329,905 328,000 340,00
Solid Waste Infrastructure 184 187 - 11,764 25,214 23,958 22,989 13,800 14,49
Rail Infrastructure - - - - - - - - -
Coastal Infrastructure - — - — - — 44,430 14,455 24,00
Information and Communication Infrastructure - - - - - - 21,098 25,564 24,96
Infrastructure 241,59¢ 206,783 - 699,469 865,959 822,66[L 1,981,070 1,909,007 2,140,94]
Community Facilities 15,937 44,948 - 1,412,456 494,142 469,436 337,091 393,187 355,27]
Sport and Recreation Facilities - - - 64,059 40,450 38,427 33,060 31,700 17,20
Community Assets 15,937 44,948 - 1,476,515 534,592 507,86p 370,151 424,88[7 372,47
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Heritage Assets - - - 17,000 17,000 16,15p 90 - -
Revenue Generating - — - - - — 7,9G3 3,410 3,88
Non-revenue Generating - - - - - - - - -

Investment properties - - - - - - 7,9G3 3,419 3,88
Operational Buildings - - - 13,445 13,415 12,744 118,035 112,529 226,69
Housing - - - 62,000 62,000 58,90p 88,780 83,969 91,16

Other Assets - - - 75,435 75,415 71,644 206,815 196,498 317,85

Biological or Cultivated Assets - - - - - - - - -
Servitudes - - - - - - - - -
Licences and Rights 15,681 9,456 - 21,349 56,909 54,063 10,705 14,953 14,65

Intangible Assets 15,681 9,455 - 21,349 56,909 54,068 10,705 14,953 14,65

Computer Equipment - - - - - - 29,529 37,282 40,17

Furniture and Office Equipment - - - - - - - - -

Machinery and Equipment - - - - - - 20,638 23,274 19,93

Transport Assets - - - - - - 3,000 7,011 12,00

Total Capital Expenditure 4

Roads Infrastructure 495,388 552,639 2,081,642 1,002,713 430,045 408,548 2,335,662 2,374,808 2,555,73
Storm water Infrastructure 14,040 89,003 151,597 130,310 271,709 258,124 168,686 209,220 101,11
Electrical Infrastructure 402,22¢ 507,608 858,14p 743,901 721,361 685,29 721,976 873,954 881,62
Water Supply Infrastructure 802,992 541,391 750,976 705,360 775,896 737,10p 744,762 763,078 535,58
Sanitation Infrastructure 579,90C 502,391 712,766 598,645 603,546 573,360 553,550 626,314 616,30
Solid Waste Infrastructure 39,016 23,419 12,168 80,974 136,414 129,598 85,989 64,700 67,93
Rail Infrastructure - - - - - - - - -

Coastal Infrastructure - - - 69,528 69,528 66,05p 90,000 85,000 65,00
Information and Communication Infrastructure - - 25,622 - - - 21,098 25,564 24,96

Infrastructure 2,333,564 2,216,450 4,592,86p 3,331,430 3,008,500 2,858,07p 4,721,723 5,022,638 4,848,26
Community Facilities 1,052,52 1,598,733 287,04p 1,775,148 1,732,068 1,645,465 633,301 745,346 759,69
Sport and Recreation Facilities 11,944 17,645 248,014 99,328 66,400 63,08D 132,460 122,785 86,31

Community Assets 1,064,47 1,616,378 535,068 1,874,450 1,798,468 1,708,54b 765,761 868,131 846,00

Heritage Assets - - 1,095 17,000 17,000 16,15p 67,982 146,045 153,42
Revenue Generating - — - - - — 7,9G3 3,41D 3,88
Non-revenue Generating - - - - - - - - -

Investment properties - - - - - - 7,9G3 3,419 3,88
Operational Buildings 450,264 570,789 32,36B 227,833 361,343 343,276 232,940 256,591 388,80
Housing 689,24¢ 297,446 - 1,289,375 1,288,975 1,224,526 654,473 709,085 778,26

Other Assets 1,139,51 868,23 32,368 1,517,208 1,650,318 1,567,80p 887,41 965,675 1,167,04

Biological or Cultivated Assets - - - - - - - - -
Servitudes - - - 1,350 29,499 28,02¢ 1,800 2,000 2,00]
Licences and Rights 55,726 35,368 - 86,051 167,418 159,047 67,787 107,519 79,66

Intangible Assets 55,726 35,368 - 87,401 196,917 187,07p 69,587 109,519 81,66

Computer Equipment 18,013 38,777 42,33D 103,422 105,562 100,28¢ 47,337 66,361 73,23

Furniture and Office Equipment 56,062 - 33,501 102,182 136,436 129,611 70,982 60,753 40,18

Machinery and Equipment - 58,915 103,972 76,001 78,792 74,85p 235,023 236,957 236,10

Transport Assets 49,153 68,801 125,238 230,989 343,639 326,45[7 211,186 181,853 290,06

Libraries - - - - - - 25,260 27,000 35,00

Zoo's, Marine and Non-biological Animals - - - - - - - - -

TOTAL CAPITAL EXPENDITURE - Asset class 4,716,80d02,924 5,466,428 7,340,084 7,335,633 6,968,851 7,110,162 7,688,343 7,774,84

ASSET REGISTER SUMMARY - PPE (WDV) 5
Roads Infrastructure 18,730,242 4,553,442 6,635,074 5,782,984 5,210,317 5,493,835 7,671,195 9,778,775 11,933,437
Storm water Infrastructure 151,557 176,296 317,695 167,481 350,589 564,309 672,43
Electrical Infrastructure 4,731,87 6,805,348 7,663,490 8,287,142 8,264,602 7,872,786 9,016,700 9,892,654 10,777,27
Water Supply Infrastructure 1,907,03 8,525,708 9,276,684 9,894,049 9,964,585 9,399,347 10,632,467 11,387,995 11,972,87|
Sanitation Infrastructure 1,856,99 5,162,285 5,875,050 6,243,302 6,248,203 5,931,137 6,800,602 7,431,916 8,052,21]
Solid Waste Infrastructure 283,17¢ 5,134,114 5,146,282 5,342,688 5,398,128 5,075,554 5,434,077 5,563,127 5,737,63
Rail Infrastructure - - - - - -
Coastal Infrastructure - 510,778 510,778 485,239 545,171 569,671 593,65
Information and Communication Infrastructure 25,622 50,800 114,688 151,42

Infrastructure 27,509,307 30,180,897 34,773,759 36,237,239 35,914,308 34,425,377 40,501,601 45,303,135 49,890,93
Community Facilities 3,949,504 4,123,915 4,410,964 7,930,908 7,887,848 7,534,36R 8,279,879 8,695,735 9,200,47|
Sport and Recreation Facilities 13,486 11,258 259,272 141,925 109,002 134,828 323,127 496,317 643,22

Community Assets 3,962,99 4,135,174 4,670,237 8,072,832 7,996,850 7,669,191l 8,603,005 9,192,051 9,843,69

Heritage Assets 1,095
Revenue Generating
Non-revenue Generating

Investment properties - - - - - - - - -
Operational Buildings 3,270,16 3,430,635 5,230,234 1,171,767 918,199 2,590,440 1,785,785 2,308,695 2,846,26
Housing -

Other Assets 3,270,16 3,430,635 5,230,23¢ 1,171,767 918,199 2,590,430 1,785,785 2,308,695 2,846,26

Biological or Cultivated Assets -

Servitudes - 28,149
Licences and Rights 853,82( 858,089 858,089 965,785 1,047,152 917,496 1,013,924 1,089,128 1,165,4]]

Intangible Assets 853,820 858,08 858,08P 965,785  1,075,3C1 917,49 1,013,924 1,089,128 1,165,41

Computer Equipment 42,330 2,149

Furniture and Office Equipment 33,501 34,254

Machinery and Equipment 9,411,436 9,586,231 8,672,323 7,923,022 6,404,073 6,855,284 5,156,466 4,100,055 3,088,344

Transport Assets 125,238 112,650

Libraries - -

Zoo's, Marine and Non-biological Animals

TOTAL ASSET REGISTER SUMMARY - PPE (WDV)5 { 45,007,719 48,191,026 54,406,806 54,370,645 52,457,776 52,457,776 57,060,781 61,993,064 66,834,64
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EXPENDITURE OTHER ITEMS 3
Depreciation 7 1,938,879 1,972,4 2,188,667 2,080,881 2,050,0 2,378,9 2,554,436 2,706,729  2,948,47
Repairs and Maintenance by Asset Class 3+ 3,010,050 2,892,4 2,487,235 3,949,554 3,974,3 4,403,6 4,576,2 4,838,134  5,247,79
Roads Infrastructure 445,504 420,5 357,300 567,368  567,3 564,5! 563,910 594,734 627,39
Storm water Infrastructure 26,635 39,66 30,351 48,195 48,19 82,58 77,43 81,466 91,64
Electrical Infrastructure 673,321 683,945 718,184 1,140,426 1,000,5 1,099,0 1,125,557 1,197,301 1,263,16
Water Supply Infrastructure 594,53 677,487 517,566 821,858 8218 895,6 953,277 1,008,249 1,079,94
Sanitation Infrastructure 256,838 300,140 214290 340,277 3622 361,4 386,08 402,383 359,26
Solid Waste Infrastructure 9,634 4,063 8,14 12,937 12,35; 20,77 23,29; 24,774 26,34
Rail Infrastructure - - - - - - - - -
Coastal Infrastructure - - - - - - - - -
Information and Communication Infrastructure - - - - - - - - -
Infrastructure 2,006,468 2,125,826 1,845,837 2,931,060 2,812,GSE 3,024,020 3,129,552 3,308,906 3,447,71
Community Facilities 27,768 19,805 23,450 37,24) 46,74 58,7 58,561 61,514 63,60
Sport and Recreation Facilities 9,337 23,293 22,068 35,042 35,042 24,49 26,573 28,127 28,95
Community Assets 37,105 43,099 45,520 72,282 81,785 83,241 85,135 89,641 92,56
Heritage Assets - - - - - - - - -
Revenue Generating - - - - - - - - -
Non-revenue Generating - - - - - - - - -
Investment properties - - - - - - - - -
Operational Buildings 321,318 333,233 366,960 582,707 687,016 933,726 976,688 1,034,885 1,286,44
Housing 391,06 83,739 39,086 62,06p 62,033 31,75 37,499 39,921 38,05
Other Assets 712,375 416,972 406,046 644,772 749,049 965477 1,014,187 1,074,806 1,324,50
Biological or Cultivated Assets - - - - - - - - -
Servitudes - - - - - - - - -
Licences and Rights 6,535 20,420 7,454 11,837 11,837 11,83 12,428 13,050 13,70
Intangible Assets 6,535 20,420 7,454 11,837 11,837 11,83 12,428 13,050 13,70
Computer Equipment 39,076 42,574 26,516 42,105 44,601 44,600 46,831 49,178 51,63
Furniture and Office Equipment - - 5,240 8,321 9,282 9,28 9,745 10,233 10,74
Machinery and Equipment 16,278 18,662 20,938 33,247 37,982 37,98p 39,881 41,875 43,96
Transport Assets 192,213 224876 129,686 205,930 227,165 227,166 238,524 250,450 262,97
Libraries - - - - - - - - -
Zoo's, Marine and Non-biological Animals - - - - - - - - -
TOTAL EXPENDITURE OTHER ITEMS 4,948,90864,842 4,675,902 6,030,435 6,024,440 6,782,538 7,130,720 7,544,864 8,196,26
Renewal and upgrading of Existing Assets as % of totai  36.7% 36.1% 65.9% 45.29 37.1% 37.1% 50:2% 45.7%
Renewal and upgrading of Existing Assets as % of deprecrB9.2% 89.6% 164.7% 159.4% 132.9% 104.8% 139.8% 29.9%
R&M as a % of PPE 7.4% 6.6% 5.3% 7.4% 7.5% 8.6% 8.2% 8.0% 8
Renewal and upgrading and R&M as a % of PPE 11.0% 10.0% 11.0% 13.09 13.0% 13.0% 14:0% 18.0%

EXPLANATORY NOTES ASASSETS MANAGEMENT

Table A9 provides an overview of municipal capital allocations to building new a ssets and the renewal of existing
assets, as well as spending on repairs and maintenance by asset dass. National Treasury has recommended that
municipalities should allocate at least 40 per cent of their capital budget to the renewal of existing assets, and
allocations to repairs and maintenance should be 8 per cent of PPE.
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ETH eThekwini - Table A10 Consolidated basic service delivemgmeas
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Description 2014/15 2015/16 2016/17
Current Year 2017/18 2018/19 Medium Term Revenue & Expenditu
o . Full Year Budget Year | Budget Year +1 Budget Year +:
e Outcome Outcome Outcome Original Budget Adjusted BUdgeForecast 2018/19 2019/20 202021
Household service targets 1
Water:
Piped water inside dwelling 653,548 613,548 650,000 662,000 662,000 651,087 670,000 684,000 714,04
Piped water inside yard (but not in dwelling) 78,073 50,038 50,738 51,438 51,438 53,091 52,038 57,038 57,0f
Using public tap (at least min.service level) 2 235,932 272,107 252,407 262,000 262,000 288,148 272,000 275,000 265,0f
Other water supply (at least min.service level) 4 - - - - - - - - -
Minimum Service Level and Above sub-tota; 967,553 935,693 953,145 975,438 975,438 992,216 994,038 1,016,038 1,036,0
Using public tap (< min.service level) 3 - - - - - - - - -
Other water supply (< min.service level) 4 73,447 125,307 127,855 125,562 125,562 - 126,962 124,962 122,0
No water supply - - - - - - - - -
Below Minimum Service Level sub-total 73,447 125,307 127,855 125,562 125,562 - 126,962 124,962 122,04
Total number of households 5 1,041,00 1,061,000 1,081,000 1,101,090 1,101,000 992,216 1,121,000 1,141,000 1,158,0
Sanitation/sewerage:
Flush toilet (connected to sewerage) 519,661 449,661 540,000 555,000 555,000 557,186 570,000 580,000 586,0f
Flush toilet (with septic tank) 125,524 107,525 112,000 122,040 122,000 122,000 145,000 160,000 163,04
Chemical toilet - - - - - 35,000 - - -
Pit toilet (ventilated) 118,027 35,0G0 30,000 25,000 25,000 250,019 20,000 15,000 15,0
Other toilet provisions (> min.service level) 105,943 194,141 210,31 226,541 226,541 - 242,141 250,0@0 254,0f
Minimum Service Level and Above sub-tota; 869,15/ 786,327 892,341 928,541 928,541 964,265 977,741 1,005,000 1,018,0
Bucket toilet - - - - - - - - -
Other toilet provisions (< min.service level) 171,844 274,613 188,659 172,459 172,459 - 143,259 136,000 140,0
No toilet provisions - - - - - - - - -
Below Minimum Service Level sub-total 171,844 274,673 188,6%9 172,459 172,459 - 143,259 136,000 140,0
Total number of households 5 1,041,00 1,061,000 1,081,000 1,101,000 1,101,000 964,245 1,121,000 1,141,000 1,158,0
Energy:
Electricity (at least min.service level) 355,000 340,000 354,000 364,000 364,000 364,000 381,000 388,000 398,01
Electricity - prepaid (min.service level) 318,000 327,000 328,000 332,000 332,000 332,0£0 340,000 338,000 350,04
Minimum Service Level and Above sub-ota 673,00 667,000 682,000 696,000 696,000 696,000 721,000 726,000 748,0
Electricity (< min.service level) - - - - - - - - -
Electricity - prepaid (< min. service level) - - - - - - - - -
Other energy sources 368,00( 394,000 399,000 405,000 405,000 447,000 410,000 415,000 410,0
Below Minimum Service Level sub-tptal 368,00 394,000 399,000 405,000 405,000 447,000 410,000 415,000 410,0
Total number of households 5 1,041,00 1,061,000 1,081,000 1,101,000 1,101,090 1,143,000 1,131,000 1,141,000 1,158,0
Refuse:
Removed at least once a week 1,041,00 1,061,000 824,603 1,101,000 1,101,000 1,143,000 1,131,000 1,141,000 1,158,0
Minimum Service Level and Above sub-ota 1,041,00 1,061,000 824,603 1,101,000 1,101,000 1,143,000 1,131,000 1,141,000 1,158,0
Removed less frequently than once a week - - - - - - - - -
Total number of households 5 1,041,00 1,061,000 824,603 1,101,000 1,101,000 1,143,000 1,131,000 1,141,000 1,158,0
Households receiving Free Basic Service 7
Water (6 kilolitres per household per month) 520,074 521,374 168,243 523,343 523,343 190,118 168,999 169,337 1845
Sanitation (free minimum level service) 370,872 386,872 181,765 375,6%7 375,657 171,617 192,345 197,345 203,2
Electricity/other energy (50kwh per household per montt 107,586 119,190 12,310 134,000 134,000 13,310 13,450 13,583 13,61
Refuse (removed at least once a week) 859,560 559,560 312,104 613,486 613,486 315,089 320,240 345,240 384,9
Cost of Free Basic Services provided - Formal Settle; 8
Water (6 kilolires fredigenthousehold per month 181,88¢ 205,177 256,019 280,340 280,340 316,179 306,973 333,606 363,6
Sanitation (free sanitation servineligent households 93,884 131,301 139,304 142,939 142,939 - 147,256 151,843 156,3
Electricity /other energy (50kwingégenthousehold per 9,297, 11,539 12,491 13,415 13,415 13,415 14,487 16,520 17,9
Refuse (removed once a vieekndigent householjls 191,163 202,612 215,788 245,123 245,123 245,123 72,393 83,704 73,5
Cost of Free Basic Services provided - Informal Formal 828,847 943,525 1,097,8&6 1,175,889 1,269,906 1,269,906 985,386 1,093,428 1,239,0
Total cost of FBS provided 1,305,07 1,494,154 1,721,398 1,857,706 1,951,723 1,844,623 1,526,495 1,679,101 1,850,5
Highest level of free service provided per household
Property rates (R value threshold) 120,004 120,000 120,000 120,040 120,000 120,000 120,000 120,0
Water (kilolitres per household per month) 9 9 9 6 6 6 6 6
Sanitation (kilolitres per household per month) 9 9 9 6 6 6 6 6
Sanitation (Rand per household per month) 51 95 5 g5 8 18 55 5
Electricity (kwh per household per month) 50/65kWh 50/65kivh 50/g5kWh 50/55kWh 50/65kWh 50/65kWh 50/65kWh 50/65kWh
Refuse (average litres per week) N/a N/a N/a N/a N/a N/a N/a N/a
|Revenue cost of subsidised services provided (R'000) 9
Property rates exemptions, reductions and rebate! 1,804,001 1,939,000 680,662 1,728,000 1,728,000 1,728,0E0 1,857,000 1,868,000 1,997,0
Wate(in excess of 6 kilolitres per indigent house 625,094 705,558 880,396 610,477 610,477 631,392 726,101 835,016 960,2
Sanitatiogin excess of free sanitation service to in 98,660 76,494 84,863 151,580 151,580 84,518 240,585 255,369 271,1
Electricity/other enefgy excess of 50 kwh per indige 83,670 103,851 79,716 113,126 113,126 101,116 107,878 115,634 1248
Refus€in excess of one removal a week for indig 184,29 160,091 210,208 223,046 223,046 244,212 290,208 304,719 319,9
Other r
Total revenue cost of subsidised senices provided 2,795,72 2,984,9541935904028 2826230279 2,826,230 2789357450 3221751930 3,378,733 3673198980



EXPLANATORY NOTES TABLE ALTOBASIC SERVICE DELIVERY MEASUREMENT

Table A10 provides an overview of service delivery levels, including back logs for each of the main services. The
City continues to make good progress with the eradication of backlogs.

It is anticipated that these Free Basic Services will cost the municipality R 3.4 billion in 2018/19. This is partially
covered by the municipality 's equitable share allocation of R 2.9 billion from national government.

The total number of households in the municipal area is generall y per census data. However, every two years the
municipality does a count through the use of aerial photography. This is done using a digital backdrop of the
latest aerial photography where the different types of households —informal, traditional, formal and other are
noted and recorded. In respect of level of services of households for Water, Refuse removal and Sanitation these
are obtained via Engineering Consultants who base it on aerial ph otography. With regards to electricity service,
the levels are determined from the following:

Electricity (at least minimum service level) - Credit Connections registered on  the revenue system
Electricity - prepaid (minimum service level) - Prepayment Connections regis tered on the CONTOUR
system

The Cost of FBS is determined by multiplying the number of househo Ids receiving these services, by the tariff for
the respective service / consumption level for the period. The Fre e Basic Electricity rate is determined by the
Department Of Energy and provided by NERSA with the approval of the rates on an annual basis which is applied
to the number of households consuming at these levels for the respective period.
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PART 2 - SUPPORTING DOCUMENTATION

2.1 OVERVIEW OF THE ANNUAL BUCGET PROCESSE S

2.1.1 OVERVIEW

The budget process is an effective process that every local government must un dertake to ensure good
governance and accountability. The process outlines the current and future dir ection that the city would follow
in order to meet legislative stipulations. The budget process enables the city to optimally involve residents and
other stakeholders in the budgeting process. Budgeting is primarily about the choices that the municipality has to
make between competing priorities and fiscal realities.

The budget preparation process is guided by the following legislative requirements:

- Municipal Finance Management Act

- Municipal Budget and Reporting Regulations
- Municipal Systems Act and

- Municipal Structures Act

The adoption of the 2017/18 Medium Term Budget for the eThekwini Municipali ty on 31 May 2017 laid the
foundation by which strategic functions within the municipality could apply sou nd financial planning and
management over the medium to long term. It facilitated the critical alignment of planning, budgeting and
sustainable service delivery in lin e with eThekwini’s vision of being Africa’s most caring and liveable city.

Section 21 of the MFMA requires that a time schedule setting out the process to draf t the IDP and prepare the
budget be tabled ten months before the financial year. In compliance with this  requirement the IDP and budget
time schedule was tabled before council in August 2017. The main aim of the timetable is to ensure integration
between the Integrated Development Plan, the budget and allied process towards tabling a balanced budget.

The purpose of the 2018/19 Medium Term Budget is to comply with the Municipal Fin ance Management Act (No.
56 of 2003) and is a financial plan to enable the municipal ity to achieve its vision and mission through the IDP
which is informed by the five year programme and community/stakeholder in puts. The tabled budget was the
start of a journey towards final budget for approval. It included ma ny processes both politically and
administratively, amongst others, consultations with communities in the mu nicipal area. In September 2017
budget instructions (broad expenditure parameters) were issued to departments by the Budg et Office. Staff
budget requirements were also reviewed for budgetary purposes with an intens e scrutiny of human resources
needs and assessment of all vacancies. A circular providing guidelines relating to the capital budget process was
issued to Heads of department and provided assistance in categorising capital projects .

A budget workshop was held during October 2017 which focused on a year to date capital and operating budget

performance, budget adjustments and the 2017/18 MTREF. Broad Strategic res ponses to the state of the national

economy were discussed. The workshop dealt with past performance trends of the operating and capital budget,
identified budget realities going forward and set the criteria and basis to be used in the appropriation of

financial resources amongst city functions during the budget cycle. Budget meeti ngs were also held with various
clusters. At these meetings, budget strategy, budget policies and the alignment of  the operating budget with the

IDP were discussed. The IDP’s strategic focus areas informed the development of the budget, in addition to

assessing the relative capacity to implement the budget, taking affordability considerati  ons into account.

Further deliberations were held on the budget with a view to assessing the budget and reducing the deficit in
order to ensure that the increases in rates and tariffs to balance th e budget were restricted to an acceptable
level. In order to address the initial budget deficit and ensure reasonabl e levels of tariffs and also to conform to
National Treasury cost containment guidelines, Austerity Measures have been applied to the 2018/19 medium
term budget. In January 2018 budget presentations were held with the city manager and cluster managers.
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The mechanism through which the needs of the municipality are identif ied and priorities set is the Integrated
Development Plan (IDP). The capital budget is then accordingly allocated to cover the higher priority projects in
the IDP. A series of meetings were held to ensure that the budget is prio ritized, balanced and aligned to Councils
IDP. A review of the capital borrowings and capital spending took place as the t rend in borrowings is not
sustainable in view of the increased financial charges and the impacts on tariffs. Capital budget allocations are
often made at a project level through a prioritization process. In dealing wi  th capital finance allocations, the city
aimed to maintain a strategic balance between (1) the social objective of  eradicating service backlogs and
providing infrastructure to the poor, (2) the economic growth objective of pr  oviding infrastructure to support
economic growth and increased municipal revenue, and (3) the objecti ve of providing for rehabilitation and/or
replacement of existing assets that had reached the end of their useful lives.

The 2018/19 and 2019/20 Capital budgets as approved per the 2017/1 8 MTREF was used as a base for
prioritization. Projects with contractual commitments were given priority wi th funding being allocated to
committed projects in the first instance. The impacts of projects expected to be rolled over from the 2017/18
year was also considered.

The city used National Treasury financial modeling techniques, based on the MSFM, to assist with prioritization
and to assess the capital budget allocation. This was done by first runn ing the MSFM on an unconstrained base
scenario, project ing the ideal capital allocation to meet all the city’s backlog, growth and rehabilitation needs.
The line departments had to specify how the capital projects in their indivi  dual budgets were split among the
five key focus areas i.e. social, economic, rehabilitation, envir onmental and administration. While the overall
capital required was significantly more than the capital funding availabl e, it was useful to analyze the difference

in allocation between these categories.

During the prioritization process of the capital budget, the impact of capital projects on future operating budgets
was assessed and considered prior to these projects being approved. Both the operating and capital budgets have
been evaluated through a prioritisation mechanism that ensures ali gnment to the development strategy of the
municipality.
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2.1.2 POLITICAL OVERSIGHT OF THE BUDGET PROCESS

The key to strengthening the link between priorities and spending plans lies in enhancing political oversight of
the budget process. Strengthening the link between Government’s priorities and spending pla ns is not an end in
itself, but the goal should be enhanced service delivery aimed at improving the quality of life for all people
within the City. The Strategic Management Team has a significant role to play in the financial  planning process.

Section 53(1) (a) of the MFMA, states that, the mayor of a municipality must provide political guidance over the
budget process and the priorities that must guide the preparation of the budget. T he Strategic Management
Team and the Executive Committee advise Council accordingly. Political overs ight of the budget process allows
Government, and in particular, the municipality to manage the tension betwe en competing policy priorities and
fiscal realities

2.1.3 PROCESS FOR CONSULTATIONS WITH EACH GROUP OF STAKEHOLDER®ANCOMES

Local government policy and legislation put great emphasis on municipal ities developing a culture of community
participation and the creation of appropriate and relevant community participati  on mechanisms, processes and
procedures. The municipality prides itself of enjoying the reputation of  actively engaging as many of its citizens
as possible in its planning, budgeting, implementation and monitorin g processes. In order to strengthen public
participation, the municipality has been rolling out its outreach prog ramme to all regions in the municipal area,
during the year.

Accordingly, the tabling of the draft Budget in council on the 22 March 2018 was followed by extensive
publication of the budget documentation in the council’s newspaper, Metro e Zasegagasini Copies of the tabled
budget in both electronic and printed formats were submitted to National Trea  sury as well as the Kwazulu-Natal
Provincial Treasury and the Provincial Department of Co-operative Gov ernance and Traditional Affairs. The
tabled budget was also be published on the council’'s website.

In terms of the Municipal Systems Act and in conjunction with the Municipal Fi nance Management Act, Regional
road shows on the budgets were held during April & May 2018 in the eThekwini area. The road shows were of
three categories. Category 1 focused on the general public with eight region al road shows. Category 2 focused on
sector consultation with Traditional leadership, Business and Academia a nd disability. Category 3 incorporated

civic organisations, public and other remaining sectors. Th e hearings were well attended and the public were

very appreciative of been given the opportunity to participate and contr  ibute to these hearings. All questions &
issues raised were recorded together with the responses given. The issues raised have been forwarded to the

appropriate departments for comment and action.

The details of presentations at the general public road shows are indicated hereunder:

North Princess Magogo Stadium 19 April
Outer North Outspan Sports Grounds 21 April
South King Zwelitini Stadium 02 May
Outer South Umnini Grounds 03 May
Central Botanic Gardens 5 May
Outer West Mpumalanga Stadium 6 May
West Klaarwater Sports ground 7 May
North Mzinyathi Sports ground 16 May
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2.1.4 SCHEDULE OF KEY DEADLINES RELATING TO THE BUDGET PROCESS

The budget time schedule for the compilation of the 2018/19 budget cycle wa s approved in August 2017, well
before the start of the budget year and in compliance with the MFMA. The ta ble below provides an extract of the
key deadlines relating to the budget process.

Tabling of Annual Budget: Council 28 March 2018
Regional Hearings on the Budget April —May 2018
Approval of Final Budget 31 May 2018
Approval of SDBIP by the Mayor 28 June 2018
Submission of Approved budget to National Treasury/

DPLG/Provincial Treasury June 2018

2.2 OVERVIEW OF ALIGNMENT OF BUDGET WITH >

The City’s Integrated Development Plan (IDP) is its principal strategic plann ing instrument, which guides and
informs its on-going planning, management and development actions . The IDP represents the city
administration’s commitment to exercise its executive authority (except in cases  where it is in conflict with
national or provincial legislation, in which case such legis lation prevails), and is effectively the local
government’s blueprint by which it strives to realise its vision for ~ EThekwini in the short, medium and long term.

However, while the IDP represents the strategic intent of the City, it  is also compiled with the understanding
that a number of challenges will need to be overcome in order to achi eve the strategic objectives it sets out.

Some of these challenges are known, while others are as yet unknown and may arise at any time due to any
number of national and international economic, political or social events.

2.2.1 KEY INTERNATIONAL, NATIONAL AND PROVINCIAL GUIDING DOCUMENTS

To ensure that the municipality is a more responsive, efficient, effective an  d accountable local government, we
will outline, precisely how we intend to translate our Long Term 20 30 Municipality Vision into an effective plan
that aligns the municipal budgets, monitoring and evaluating mechanisms as well as timeframes for delivery. The
municipality has taken the strategic direction to achieve closer alignment betw  een the Long Term Development
objectives and the IDP (in context of International, National, Prov incial and Local development policies). The
development of the strategic approach for the Municipality is guided by  —but not limited to —the following;

Sustainable Development Goals (SDG's)

The intention of the SDG'’s is to be a universally shared common, gl obally accepted vision to progress to a just,
safe and sustainable space for all inhabitants. It is based on the mora | principle of the Millennium Development
Goals that no one or one country should be left behind and that each country has a common responsibility in
delivering on the global vision. In the development of the SDG's each o f the goals are conceived as both
ambitions and challenges to countries and more so cities. It is further noted that each of the SDG targets and
goals are applicable to both developed and developing countries alike. The u niversality of the targets and goals
represent differing degrees of challenges and ambitions for different countries  depending on their current
developmental trajectory and circumstances. The goals are also flexible enough to allow for differentiated
approach through all levels of government.

One of the departure points in developing the SDG’s was that countries would need to ensure that there is a
balance between the economic, political, social and environmental effort  required to ensure that these goals
are achieved. The municipality is currently working with its internati  onal partners in the development of the
Sustainable Development Goals and indicators. The SDG’s allow for a whole holistic development of cities with a
wider range of development programs. The municipality would continue to  address these issues in a holistic and
integrated manner.
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The new Urban Agenda was officially adopted in 2016 and provides a 20 year “roadmap” to guide sustainable
urban development globally. The 2030 agenda is built around a ser ies of Sustainable Development Goals (SDGSs).
Most relevant to the New Urban Agenda is SDG 11, which aims to “make cities and hum an settlement inclusive,
safe, resilient and sustainable”. Unlike their predecessors, the Millennium Development Goals, the SDGs apply to
all UN members states equally. Much of the New Urban Agenda focused on the application of new technologies
and the harvesting of big data, particularly in established urban centr es and cities. Under the umbrella of Smart
Cities, using open data networks for better urban planning provi des an optimistic, technology-based future for
cities. Also included in the New Urban Agenda are renewed efforts to help developing countries urbanise. These
build on earlier work under the Millennium Development Goals and Ha bitat Il. Related commitments focus on
emerging concepts, such as urban resilience and inclusive public spaces.

National Development Plan (Vision 2030)

The intention of this plan is to improve service delivery for citizens  of South Africa, whilst integrating national,
provincial and local policies and programmes into a single, target ori entated and long term based plan. In this
plan a collective approach of improving the lives of the citizens is  applied, and communities themselves have a
role to play in this regard. The Spatial component of the NDP which is the Integrated Urban Development
Framework provides a macro spatial context for urban development at a n ational level. These will also include
the SIP projects. Projects identified as catalytic restructuring proje cts that would change spatial form of the
cities have been budgeted for in the MTREF, such projects include the freight route , IRTPN networks.

Delivery Agreement Outcome 9

The aim of Delivery Agreement: Outcome 9 is to ensure a responsive, accou ntable, effective and efficient local
government system so as to restore the confidence of citizens in the | ocal government sphere. As such
municipalities need to ensure that the basic needs of communities are met; build ¢ lean, effective, efficient,
responsive and accountable local government; improve performance and pr ofessionalism and strengthen
partnerships between local government, communities and civil society. Whil st primarily there is a reporting line
to Outcome 9, the municipality also reports on Outcome 8 which concentrates on human settlements

National Priorities: State of the Nations Address 2018 (SONA)

SUMMARY OF ACTIONS / COMMITMENTS FROM SONA 2018
Economic Policy Appoint a Presidential Economic Advisory Council. It will draw on the
expertise and capabilities that reside in labour, business, civil society
and academia.
Jobs, especially for Jobs Summit, Investment Conference and launch Youth Employment
youth Service Initiative - to place unemployed youth in paid internships in
companies across the economy and
Create a millions such internships in the next three years.
Establish Youth Working Group.
Strategic use of incentives and other measures

Re-industrialise/

stimulate Localisation programme for products designated for local

manufacturing manufacturing —public procurement interventions.

Transformation Support black industrialist o build new generation of black and
women producers that are able to build enterprises of significant scale
and capability

Use competition policy to open markets to new black entrants.
Invest in the development of township and rural enterprises

Infrastructure Assemble team to speed up implementation of new projects,
particularly water projects, health facilities and road maintenance.

Mining Intensify engagements with all stakeholders on the Mining Charter.

Finalise the MPRDA Amendment Bill
Stakeholder engagement to deal with mining fatalities.

Small business, co-
ops, township

Welcome SME Fund initiative by corporate sector; Invest in SME
incubation and Honour 30% of procurement allocation to these

enterprises enterprises
Land and Accelerate land redistribution programme AND make more land
agriculture available

Expropriate land without compensation - taking into account food
security, agricultural production and growth of the sector.
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Health and NHI - Scale up testing and treatment campaign by initiating an additional two
million people on antiretroviral treatment by December 2020.

The NHI Bill is now ready to be processed

Education - From this year free higher education and training will be available to
first year students from households with a gross combined annual
income of up to R350,000.

All public schools have begun offering an African language.

First National Senior Certificate examination on South African Sign
Language, which will be offered to deaf learners at the end of 2018.

State/governance - Reduce the number and size of departments
Review the funding model of SOEs and other measures.
Corruption/state - The commission of inquiry into state capture to commence its work -
capture Urged professional bodies and regulatory authorities to take action
against members who are found to have acted improperly and
unethically.

Appoint a Commission of Inquiry into Tax Administration and
Governance of SARS,

Visit every national department to engage with the senior leadership to
ensure that the work of government is effectively aligned.

Towards an Integrated Urban Development Framework

A key objective of government is to facilitate economic growth, job creatio n and reduce poverty and income
inequality. The framework for integrated urban development is a key governme ntal initiative to realise this
objective because it leverages the potential of our cities and towns, which a re South Africa’s engines of growth
and job creation. Urban areas offer the advantages of economic concen tration, connectivity to global markets,
the availability of new technologies and the reality of knowledge economies.  Given the challenges that urban
areas face, there is a need to forge a sustainable growth visi on for our urban and rural spaces that will guide our
development priorities and choices. As such the framework begins to identify key levers, such as the City Support
Programme, which can provide lessons of shaping fiscal incentives and capacity-building for spatial integration in
metropolitan municipalities as well as raising awareness of green city practices for protecting the environment
and managing the impact of climate change.

Provincial Priorities (State of the Province Address)

The theme for the 2017 KwaZulu-Natal State of the province Address was “Through Unity in Action, we can move
KZN to a prosperous future”. The provincial address confirmed the priorities of the province as outlined in the
recently reviewed and adopted, Provincial Growth and Development Strategy. Whilst th e PDGS remains the
strategic driver of development in the Province, the Premier raised a few intervention areas that would require
specific attention. These areas are summarized as follows:

1. Actively address attempts to destabilise and derail legitimate processes aimed at improving the qu  ality of
lives of our people and promoting the greater public good,

2. Social cohesion and moral regeneration as imperatives for Nation Building,
3. Reducing crime and corruption
4. Addressing the issue of Land and Land Reform
5. Building capacity and ability of the State
6. Radical Economic Transformation through:
- Radical Agrarian Social Economic Transformation (RASET)
- Targeting of Priority Sectors
- Developing Partnerships to grow the economy

- Participating in and advocating for the advancement of vulnerable groups

7. Improving the Health of the KZN Population
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The above priorities as well as the Strategic Priority areas of the PDGS provide a framework for development
within the province. The Premier also highlighted the alignment and reconfirm  ed the commitment of the KZN
PGDS to achieve the aims and objectives of the National Development Plan

Provincial Growth and Development Strategy

The Provincial Growth and Development Strategy (PGDS) is a vehicle to address the legacies of the apartheid
space economy, to promote sustainable development and to ensure poverty eradicati on and employment
creation. The PGDS offers a tool through which national govern ment can direct and articulate its strategy and
similarly for local government to reflect the necessary human, financi al and fiscal support it needs to achieve
these outcomes. It facilitates proper coordination between different spheres of g overnment and aims to prevent
provincial departments from acting out of concert with local municipalities . It enables intergovernmental
alignment and guides activities of various role players and agenci es (provincial sector departments, parastatals,
district and municipalities). The PGDS will enhance service delivery.

It is a framework for public and private sector investment, indicating ar eas of opportunities and development
priorities. It addresses key issues of implementation blockages whilst provi ding strategic direction. The PGDS on
the one hand involves preparing policies, strategies and guidelines and on the other hand, it involves preparing
mechanisms to align and facilitate the implementation, monitoring and evaluation of key growth and
development priorities. Attention is also given to the provision  of infrastructure and services, restoring the
natural resources, public sector leadership, delivery and accountability,  ensuring that these changes are

responded to with resilience, innovation and adaptability. EThekwini Municipality’s ID P is developed within the
framework of the PGDS and is fully aligned with the provincial development goals.

The PGDS identifies 7 strategic goals and 31 strategic objectives designed to mov e the KwaZulu-Natal Province

progressively towards the attainment of the 2035 development vision. It is important to note that the Provincial
vision has shifted from 2030 to 2035 following the 2016 PGDS review process.

SPATIAL DEVELOPMENT FRAMEWORK

The Municipality has revised its Spatial Development Framework (SDF) in line wi th Section 26 on the Municipal
Systems Act of 2000 and Chapter 4 PART E of the Spatial Planning and_and Use Management ( Act 16 2013). The
SDF is a spatial representation of the Integrated Development Framework (IDP) . It is also the primary spatial
response to the development context, needs and development of the municipality. = The revised 2018/19 SDF
report has been circulated to all Municipal Libraries and Sizakala Centres for viewing and comment.

2.2.2 DEVELOPMENT CHALLENGES

Significant strides have been made to address the key development challenges in the municipality. While
significant progress has been made in all areas, there is still so me distance to go towards addressing the
following challenges:

High rates of unemployment and low economic growth;

Limited access to basic household and community services

Low levels of skills development and literacy;

High levels of poverty;

Increased incidents of HIV/AIDS and communicable diseases;

Loss of natural capital;

Unsustainable developmental practices;

High levels of crime and risk;

Ensuring adequate water and energy supply;
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Ensuring food security;
Infrastructure degradation;
Climate change;

Ensuring financial sustainability;

Ineffectiveness and inefficiency of inward-looking local government still prevalen t in the municipality.

The essence of our IDP is to achieve a balance between meeting basic needs, strengthening the economy and
developing people skills and a technology base for the future. In a n effort to achieve our 2030 vision to be
Africa’s most caring and liveable city, the municipality has identified six priority areas of intervention for the
next five years which need to be balanced and integrated. Given the strategic fr amework that has been outlined
it is clear that the city’s budget must be a pro -growth budget that meets basic needs and builds on existing skills
and technology. The municipality’s delivery plan i s organised into eight separate but related plans. The
Municipality’s 2030 vision is also aligned to the Vision 2063 for the African Union.

They are interrelated because:

All the programmes and projects are filtered through the common set of filters described abov  e.
The plans, programmes and projects are supportive of each other, to ensure greater impactind elivery.
Where contradictions or overlaps are found to exist, these will duly be brought into alig nment.

The eight plans are:

Develop and Sustain our Spatial, Natural and Built Environment.

Developing the Prosperous, Diverse Economy and Employment creation
Supporting organisation design, human capital development and management

A vibrant and creative city —the foundation for sustainability and social cohesion
Creating a Quality Living Environment.

Embracing our cultural diversity, arts and heritage.

Good Governance and Responsive Local Government.

Financially Accountable and Sustainable City.

The delivery of these plans should ensure that the people of eThekwini are able to:

Live in harmony
Be proud of the municipality
Feel protected

Feel that the basic needs are being met
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2.2.3 MUNICIPAL STRATEGIC PRIORITY AREAS

In order to achieve our vision and to address the development challeng es, there are a number of key strategic
priority areas which need to be taken into consideration. These priorities lead  to the creation of structures which

support, house and associate other actions and activities - the building blocks around which actions and
prioritisation take place. It also acts as a point of leverage for creating a sustainable municipality that is caring

and liveable.

Financially Create a Safe
Sustainable City

Promoting an

Caringand
Accessible City

Empowering City

Creating
Sustainable
Livelihoods

Environmental
Sustainability

2.2.4 POLITICAL PRIORITIES AND LINKAGES TO THE IDP

The IDP is an all-encompassing plan which provides the framework fo r development within a municipality. It aims
to co-ordinate the work of local and other spheres of government in cohere nt plans to improve the quality of life
for all the people living in the area. All operating and capital  programs in the 2018/19 medium-term budget have
been assessed through a prioritisation mechanism that was develop ed to ensure that there is alignment to the
development strategy of the municipality. The IDP formed the basis of the priorities identified in the strategic
plan and all resources are focused on the achievement of the priorities.

2.2.5 |DP OVERVIEW AND KEY AMENDMENTS

The Municipal Systems Act requires that each municipality prepare an Integrated Developme nt Plan to serve as a
tool for transforming local governments towards facilitation and man agement of development within their areas
of jurisdiction. The IDP is a five year plan whose principal purpose i s to ensure the development of the local
community in an integrated manner which involves strategic business units within the municipality, relevant
strategic stakeholders and the community. In the five year review, the Eight  Point Plan of action will continue to
guide the municipality, but has once again been refined and refocused to our strategic programmes, so as to
respond more effectively to the key challenges.
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2.2.6 IDP REVIEW PROCESS AND STAKEHOLDER PARTICPATION

The IDP is reviewed yearly to inculcate a democratic approach to local gov ernance by ensuring all stakeholders
get an opportunity to voice their opinions in influencing the shape, form, direction and pace of development in
their localities. The municipality is committed to addressing the needs  of the people and values the inputs from
communities and stakeholders. The IDP draft process plan for 2018/2019 wa s noted by council in July 2017 and
advertised for comment and input during August 2017. The plan speci fied timeframes, actions and procedures
and appropriate mechanisms for public participation and alignment. The final draft was adopted by council in
September 2017.

The fourth generation of eThekwini's Integrated Development Plan (IDP) focuses on translating our Municipal
Vision into action. As set out in the Municipal Systems Act (2000), in the review of the five year IDP, a
stakeholder consultation process is necessary. Of critical impor tance is for the municipality to ensure that there
is thorough consultation with the community and strategic stakeholders. The review of the five year plan in
2018/19 provided further opportunity for the citizens to actively partici pate in the development of the IDP.

2.2.7 LINK BETWEEN THE IDP AND THE BUDGET

In compliance with the Municipal Structures Act (1998) and Municipal Financia | Management Act (2003), our
municipal budget is informed and aligned to the IDP objectives. The IDP deter mines and prioritises the needs of
the community. The budgetary allocations for both the capital and operating expe nditure are undertaken in a
manner that will not only ensure that our IDP outcomes are achiev ed but also to ensure that our municipality’s
2030 vision is realised.

The 2018/19 MTREF has therefore, been directly informed by the IDP revision process and TABLES SA4, SA5
and SA6 provide a reconciliation between the IDP strategic objectives and operating revenue , operating
expenditure and capital expenditure

Based on such models as the Multi Criteria Dimension Model (MCDM) ad Capital Investment Management System
(CIMS), the city is able to link its budget with its programmes, and is abl e to adequately spread its capital budget

geographically as well in accordance with the IDP eight-point plan. In terms of the operating budget we have

made excellent progress but are now more committed than ever to ensure that critica | operating budget
resources are prioritised in terms of stated IDP outcomes. More importantly, the Performance Management
System (PMS) allows the municipality an opportunity to monitor and evaluate i ndividual and organisational
performance in meeting our IDP outcomes and vision. As with previous year’s, our IDP remains the strategic
driver of both our budget and performance management system.
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2.3 MEASURABLE PERFORMANCE OBJECTIVES AND INDICA RS

TABLE SA7 provides the main measurable performance objectives the municipality undertakes to achieve

this financial year.

2.3.1 KEY FINANCIAL RATIOS / INDICATORS

The benchmarks reflected in the table below are based on actual audited results in the 201 6/17 financial year:

Expenditure

Debt to Asset Ratio Total Debt / Total Assets 0.23:1
Debt to Revenue Total Debt / Annual Income 0.70:1
Average Interest Paid on Debt Interest Paid / Total Interest Bearing Debt 0.10:1
Capital Charges to Operating Interest and Principal Paid / Operating 0.06:1
Expenditure Expenditure

Interest as a % of Operating Interest Paid / Operating Expenditure 2.83%

Credit Rating

Calculated by Global Credit Rating Company

Short term: A1+

Total units purchased

Long term: AA
Current Ratio Current Assets / Current Liabilities 1.3:1
Creditors System Efficiency % of Creditors paid within terms 84.96%
Electricity Distribution Losses Total units purchased less total units sold /
. 7.58%
Total units purchased
Water Distribution Losses Total units purchased less total units sold / 35.5%

The financial benchmarks reflected in the table above indicate that the muni

financially healthy status.

Debt to Asset Ratio:

cipality continues to maintain its

Total debt to total assets is a leverage ratio that defines the total amount of debt relative to a ssets.

Debt to Revenue:

The ratio indicates the extent of total borrowings in relation to total oper  ating revenue. The purpose of the ratio
is to provide assurance that sufficient revenue will be generated to repay liabili  ties.

Capital Charges to Operating Expenditure:

Capital charges to operating expenditure (the measure of the cost of borrowi ng in relation to the operating
expenditure) compares favourably to the acceptable norm of around 10%.
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This ratio is within the the norm of 6% to 8%. This improved ratio is attributable to three loans fully repaid during
2016/17, which has resulted in decreased capital charges. There was no lo an taken in the 2015/16 financial year,
which has also resulted in a reduction in capital charges. Further the gearing ratio improved from prior year
(2017-22.6%; 2016-25.1%) and is also below the norm of 45%Due to the relatively low financial risk, the city has
added capacity to raise more loan finance when the need arises.

Debt to Asset Ratio:

Total debt to total assets is a leverage ratio that defines the total amount of debt relative to as sets.

Debt to Revenue:

The ratio indicates the extent of total borrowings in relation to total oper  ating revenue. The purpose of the ratio
is to provide assurance that sufficient revenue will be generated to repay liabil ities.

Current Ratio:

The ratio measures the short term liquidity, that is, the extent to which the cu rrent liabilities can be paid from
current assets. The higher the ratio, the healthier is the situation . Whilst the ratio of 1.3:1 is below the norm of
1.5 to 2.1 normally set for municipalities, there is sufficient cash to meet credit  or obligations.

Credit Rating

Despite the current economic climate, the municipality has upgrade its investment  grade credit rating to AA in
the long term and maintained the short term rating of A1+ with a pos itive outlook. The long term rating indicates

that the municipality has very high credit quality, very strong protectio  n factors. The short-term rating means
that the municipality has the highest certainty of timely payment, short ter ~ m liquidity and risk factors are
extremely low. This is the highest rating in the municipal sector.

TABLE SAS8 sets out the municipalities main performance objectives and benchmarks for the 2018/19
MTREF.

2.3.2 FREE AND SUBSIDISED BASIC SERVICES

One of the objectives of a local authority is to ensure the provision of  services to communities in a sustainable
manner. The constitution stipulates that a municipality must structure and  manage its administration, budgeting
and planning to give priority to the basic needs of the community and to  promote their social and economic
development. To cater for the indigent, the municipality as part of its welfare package provides a basket of free
basic services in accordance with a defined level of service. The basic soci al package is an affirmation of the
municipality’s commitment to push back the frontiers of poverty by providing a  social welfare to those residents
who cannot afford to pay, because of adverse social and economic realities.

Detalils relating to free basic services are contained in TABLE A10.
In reviewing the levels of free basic services for the 2018/19 year, the following factors were taken into
consideration:

- Sustainability

- Impact of new housing

- Impact on non-indigent ratepayers/consumers
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The estimated cost of the social package (i.e. income foregone) amounts to approximately R 3.4 billion for the
2018/19 budget year. Details of the initiatives proposed to be carried o ut by the council in this regard are
detailed below.

Assessment| Residential Properties valued up to R 230 000 will be exempt
Rates from paying rates. All other properties valued above R 230 000,
the first R 120 000 no rates charged.

118 405

Pensioners, child-headed households, disability grantees and the
medically boarded are exempt from paying rates , with the
maximum rebate not exceeding R 4 364.

No rates levied on the first R 30 000 value of vacant land 61809

1857.0 180 214

Water The first 6 kl of water is free to households with property values

under R 250 000.
726.1 541 317

Electricity The first 50kwh of electricity is free to residents using less than 2.3 5240
150kwh per month in Eskom reticulated areas

The first 65kwh of electricity is free to residents using less than
150kwh per month in eThekwini reticulated areas 122.4 158 000

Refuse Residential property valued up to R 250 000 exempt from
Removal domestic refuse removal tariff. In addition, a free basic refuse
removal service is also available to indigent consumer units

living in rural, informal settlements and non-kerbside residents. 290.2 676 259

Sewerage/ The first 6 kl of effluent disposal is exempt for all properties
Sanitation with values under R 250 000. In addition, a free basic service is
also available to indigent consumer units with VIP’s, urine
diversion toilets and in informal settlements serviced by means

of a toilet/ablution block within 200m. 3878 396 855

Total 3 385.8

The assistance to the qualifying households are regulated by council’'s budget related policies which are reviewed
annually based on modelling the impacts of the tariffs on all resi dential properties. The cost of this social
package is partially funded from the equitable share of R 2.9 billion provided by Natio nal Government.

2.3.3 DRINKING WATER QUALITY AND WASTE WATER MANAGEMENT

EThekwini Water Services performs the role of the water service aut hority whilst Umgeni Water is the water
service provider for the municipal area. EThekwini Water and Sanitation Unit is committed to providing safe
drinking water of the highest quality as well as treating waste water respo nsibility so that it does not negatively
impact on human health or our environment.
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BLUE DROP CERTIFICATION

The Blue drop programme provides a holistic approach to drinking wa ter quality management and a systematic,
transparent approach to the consistent provision of safe water with a clear  focus on public health. EThekwini
Metro and Umgeni Water worked well to maintain the illustrious Blue Drop s tatus for the eThekwini main system.
At the last round of Blue Drop awards, eThekwini Municipality was awarded a Blue Drop for the fourth
consecutive year and was placed fourth in the country and first in  KwaZulu-Natal. The municipality continues to
manage drinking water within its area of jurisdiction with distinction.

GREEN DROP RATINGS

The Green Drop Regulation Programme aims to certify the wastewater systems of all municipalities and water

service providers in South Africa. The green drop rewards excellence in the manag ement of wastewater during its

journey from source, conveyance in sewer networks, its treatment at wa stewater works and its final discharge to
the receiving environment. Waste water treatment works operated by the City  are authorised to discharge
treatment effluent to rivers and the marine environment. The municipal ity is a leading Green Drop Metropolitan
Municipality. The Green Drop regulation programme was established by the Depa rtment of Water Affairs to

certify the waste water systems of all municipalities and water service providers.

Budgetary provision for the upgrades and maintenance of water reticulation a nd sewerage treatment works is
made in the MTREF to ensure that systems are capacitated to deliver at acceptable standards.

2.4 OVERVIEW OF BUDGET RELATELC POLICIES S

The MFMA and the Municipal Budget and Reporting Regulations require budget related policies to be reviewed,
and where applicable, to be updated on an annual basis. The main purpose of budget related policies is to govern
and guide the budget process and inform the projections of the medium term.

The following are budget related policies which have been approved by Cou ncil, or have been reviewed
/amended and / or are currently being reviewed / amended in line with Nation al Guidelines and other
legislation.

2.4.1 ASSESSMENT RATES POLICY

As required in terms of section 5 of the MPRA, the Rates Policy has been reviewed for the 2018/19 financial year
and the amended policy was adopted in principle by Council on 2017 -12-07 for public comment, with a closing
date of 31 January 2018. The revised policy is to be adopted with the 2018/19 budget.

The applicable assessment rate randages are reflected in the Resolutions to C ouncil on the budget.

2.4.2 CREDIT CONTROL AND DEBT COLLECTION POLICY

The primary objective of this policy is to ensure that all monies due and payable to the munici  pality in respect of
services are collected efficiently and promptly. As required in terms of section 9 7 of the Municipal Systems Act,
the credit control and debt collection policy for the 2018/19 financial year has been reviewed and amended and
is to be adopted with the current budget.
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243 TARIFF POLICY

The Municipal Systems Act requires a Municipality to have a Tariff Policy on the levying of fees for Municipal
services provided by the municipality itself or by way of service delivery a greement, and which complies with the
provisions of that Act, the Municipal Finance Management Act and other appl icable legislation. The tariff policy
was reviewed comprehensively in the last financial period, after the m unicipality having not had an approved
tariff policy in place for years. Accordingly, the Tariff Policy was  adopted by Council on 2017-05-31 and remains
unchanged for the 2018/19 financial year.

2.4.4 WATER POLICY

The initial water policy was approved by council on 2005-06-22 which has subsequently been amended and
provides for amongst others things: level of services, provision of water servi ces, payment for services etc.

The Council’s tariffs are affected by the following factors:

Bulk purchase cost: Umgeni Water
Unaccounted for water

Debtors collection rate

Cost of free basic water

Capital Unit Charge for bulk DWA projects.

2.4.5 SUPPLY CHAIN MANAGEMENT POLICIES

The policy reflects and represents the context of a specific government policy that  finds expressions within the
provisions of the Municipal Finance Management Act 56 of 2003. The principal objectives of the policy are to
provide, promote, and implement theoretical guidelines, governing processes and procedures within supply chain
management. The initial SCM Policy was adopted by council on 2005-09-22 for implementation. In alignment with
regulations and National Treasury Circulars, the policy has been revised and ado pted by council on 2013-10-30.

This revised policy includes stringent monitoring measures and a new Blacklis ting Committee. Highlights of the
policy include a contracts register which ensures that procurement plans ar e in place before any work is given
out. In addition, service providers will be monitored and contract manag ers will have to produce close out
reports after each contract has been undertaken. The revised policy also i ncludes the new electronic quotation
management system and suppliers self-service. It also specifies the requ irement for the prospective suppliers to
register on the National Treasury Central Supplier Data Base (CSD) in order to be able to trade with all spheres of
government and public entities. This policy is used in conjunction with the Targeted Procurement Policy, and the
new Preferential Procurement Regulations. There will be constant revi ew of the SCM policy through its
implementation.

Further revisions to the SCM Policy have been incorporated in a review docume nt in 2015. These include
expansion on certain sections, and in particular Section 36, which requires additional accountability on the part
of Unit Heads to reduce the risk of poor planning and thereby reduce i rregular expenditure. A further updated
policy has been submitted to council for approval that includes, int er alia, the revised Preferential Procurement
Regulations 2017, logistics management and performance management of servic e providers.

The Supply Chain Management Policy has been reviewed is to be adopted with the final bu dget.

2.4.6 INVESTMENT / CASH MANAGEMENT AND BORROWING POLICIES

As required by the Municipal Finance Management Act, and in conformity with the Municipal Cash Management
Regulations, the Investment Framework policy and Guidelines has been revi ewed and the revised policy adopted
by Council on 2017-06-28.
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The main objectives of the Investment Framework Policy and Guidelines are:-

To establish a framework and guidelines for the investment of funds.

To undertake the investment of funds not immediately required in a prudent manner.

To ensure the safety of principal, whilst managing liquidity requirements to meet cas  h flow needs.

To provide the highest investment returns at minimum risk, within the parameters of authorised
instruments.

To ensure diversification of permitted investments.

To ensure compliance with all legislation governing the investment of funds.

The borrowing Framework Policy and Guideline has also been reviewed and the revised policy adopted by Council
on 2017-06-28.

The main objectives of the Borrowing Policy and are to:

To establish a framework and guidelines for the borrowing of funds.

To ensure compliance with statutory requirements and National Treasury borrowing regula tions.

To ensure that the funds are obtained at the lowest possible interest ra tes at minimum risk, within the
parameters of authorised borrowings.

To outline the appropriate actions of a prudent person standard in the context of managi  ng overall debt.
To maintain debt within specified limits and ensure adequate provis ion for the repayment of debt and
debt repayment to be sustainable.

2.4.7 VIREMENTS BUDGET POLICY

In order to give departmental heads greater flexibility in managing their ~ budgets, Virements budget procedures
are in place for the revision of budgets (within votes —i.e. Output Unit) via a Virements budget. These
procedures provide guidance to managers of when they may shift funds within votes.

To ensure compliance with Section 28 of the MFMA, and the Municipal Budget and Reporting Regulations,
procedures were formulated with regards to the transfer of funds and the adjustment budget rep  orting.

2.4.8 INFRASTRUCTURE ASSET MANAGEMENT POLICY

The goal of infrastructure asset management is to meet a required leve | of service in the most cost effective

manner, which is achieved through the management of assets’ life cycl e, for present and future gene rations.
National Government has legislated (MFMA), the need for local government to formulate active asset
management programmes. An infrastructure asset management plan technicall y analyses the life cycle of an
asset, and predicts when maintenance needs to be done to the asset before it deteriorates to such an extent that
it no longer meets the community’s needs.

Infrastructure assets support the fabric of modern society and represent a huge societal investment in eThekwini
Municipality which has been built up over the years. These infrastructur e assets are used to provide municipal
services to the communities they serve. Infrastructure assets typically have lon g useful lives and often provide
municipal services well beyond their design lives due to regular refurbishme nt and maintenance. Infrastructure
Asset Management is the application of practices and systems to deliver th e required levels of services to
communities, in the most efficient and effective manner. EThekwini Municipality strives  to apply these practices
and systems in an integrated manner to enhance sustainability of service delivery.

97



The purpose of this policy is to:

- Guide the provision of infrastructure assets to deliver municipa | services in accordance with legal
requirements, ( MFMA, MFMA circulars ) and relevant standards

- Ensure that life cycle management methods are applied to improve the sustai nability of service delivery
using infrastructure assets and

- Institutionalize an infrastructure assets management system that demonstrates management
accountability by supporting the achievement of triple bottom line goals.

- Integrate and standardise decision making and reporting on infrastructure assets.

The policy was approved in June 2017

249 ACCOUNTING POLICY

In order to ensure that the financial statements are compliant with GRAP Stand ards, the accounting policies were
realigned and approved by council on 2006-06-29. The latest amendme nts to the accounting policies were
approved by council on 2017-06-29.

2.4.10 FUNDING AND RESERVES POLICY

A funding and reserves policy has been formulated and was approved by the council at its mee ting on 2010-05-03.
The policy is aimed at ensuring that the Municipality procures sufficient and cost effective funding in order to
achieve its capital expenditure objectives in an optimum manner.

2.4.11 BUDGET POLICY

There were no amendments to the Budget Policy which was approved by council on 23 F ebruary 2011.

2.5 OVERVIEW OF BUDGET ASSUMPTIONS S

2.5.1 KEY FINANCIAL ASSUMPTIONS

Budget assumptions and parameters are determined in advance of the budget pro cess to allow budgets to be
constructed to support the achievement of the longer-term financial and stra  tegic targets. The assumptions and
principles applied in the development of this budget are mainly based upon g uidelines from National Treasury
(expenditure growth) and other external bodies such as the National Electricity R egulator of South Africa
(NERSA), Umgeni Water and other major service providers.

The municipal fiscal environment is influenced by a variety of macroec onomic control measures. National
Treasury determines the ceiling of year-on-year increases in the total opera ting budget, whilst the National
Electricity Regulator (NER) regulates electricity tariff increases. Various g overnment departments also affect
municipal service delivery through the level of grants and subsidies.
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The following key assumptions underpinned the preparation of the medium-term budget:

% % %
CPI-Inflation 5 5 5
Remuneration Increase 7.5 7.5 7.2
Telephones 6 6 6
Fuel and Oill 2 3 3
Postage & Revenue Stamps 5 5 5
Printing & Stationery 6 6 6

2.5.2 CREDIT RATING OUTLOOK

A credit rating is an independent opinion on the ability of an entity  to pay its financial obligations, in full and on
time. The Global Credit Rating Company (GCR) reviewed the credit ratin gs for eThekwini Municipality, following
a detaile d analysis of the municipality’s 201 5/16 financial statements and medium-term expenditure budgets and
have accorded the following:

Long term: The rating has been upgraded from AA- to AA. The ratin g is defined as having a very high credit
quality.

Short term: The rating has been maintained at Al+. The rating is defined as having a very high certainty of
timely payment. Risk factors are minor.

These are both rated as High Grade and the short term category constitut es the highest certainty of timely
payment, short term liquidity, access to alternative funding is high a nd risk factors are extremely low. It also
indicates that the credit outlook is stable. The rating panel were of the opinion that eThekwini continues to
reflect a strong stand-alone financial profile with robust solvency  and a lowly geared balance sheet which results
in a very strong credit risk profile. A rating of this nature is cruci al for borrowings undertaken and extremely
important for the capital expenditure programme. The credit rating upgrade is a good indicator for the
municipality in terms of healthy performance in the current economic cli  mate where the country is facing credit
rating challenges.

2.5.3 BORROWING AND INVESTMENT OF FUNDS

BORROWINGS

The Municipal Finance Management Act No. 56 of 2003 permits long term borrowing by municipalities only to
finance capital expenditure, property, plant and equipment.
The eThekwini Municipality’s Infrastructure Financing Strategy is to:
Maximise internally generated funds and national transfers from other spheres of go vernment.
Minimize borrowings.

Pursue alternate funding sources e.g. Development charges, and public private partnersh ips.
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CAPITAL EXPENDITURE

The capital expenditure of the parent municipality has been funded from a mix of = government transfers,
internally generated funds and external loans. The 2018/19 Capita | Budget of R 7.0 billion is being financed by R
3.6 billion from government grants, R 2.4 billion of internal Iy generated funds and R 1,0 billion in external
loans.The graph below shows the Total Capital Budget since 2012 and indicates its funding sources. The figures in
the 10 bars are in billions.
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Loans comprise, on average, only 15 % of the funding mix, 2011 —2017 being actuals and 2018 to 2021 forecasts.

BASIC SERVICE DELIVERY

The table below indicates the Capital spend on ‘Basic Service Delivery’ items over the pastt hree years. The bulk
of the Capital is spent on ‘Basic Service Delivery’ infrastructure.  This pattern of expenditure is expected to be
maintained for the foreseeable future.

Capital utilised for Infrastructure

2015 2016 2017

Human Settlements & Infrastructure R’000 % R’000 % R’000 %
Housing & Hostels 361,592 312 438 413,101
Roads & Storm water (Engineering) 862,771 645 714 872,445
Transport (ETA) 875,203 1437 839 1,008,715
Sanitation 583,041 503 344 718,169
Solid Waste 66,146 75203 53,803
Water 815,638 561 852 670,678
Electricity Services 541,797 565 781 744,713

4,106,188 | 88 | 4102171 | 100| 4,481,624 | 100
Total Capital Expenditure 4,686,556 4102171 4,491,242

100




APPROACH

Long term borrowings in eThekwini have been mainly in the form of annui ty loans, with a significant proportion
borrowed from the Development Bank of South Africa and other Development Financial Institutions (DFI’s) as well
as other Financial Institutions. The dominance of annuity loans within eThekwini’'s borrowing portfolio is la rgely
due to the ability of the City to source competitive interest rates from financial institution S.

The eThekwini Municipality is in the process of appointing a Lead Arrange r for the establishment of a Domestic
Medium Term Note (DMTN) Programme. The Lead Arranger will assist the Muricipality to establish the
Programme and then issue the inaugural bond under the new Programme.

Whilst the Municipality’s budgeted loan requirem ent for 2016/17 was R 1.0 billion, R 700.0 million was sec ured
through IIPSA funding in October 2016. The funding included a grant funding of R 93 million a nd a loan of R 700m
provided by the two IIPSA participating Development Finance Institutions (DFI's ) being Agence Francaise de
Development (AFD) and the Development Bank of South Africa (DBSA). Each of the two DFI's provided debt of R
350 million, resulting in a total new loan of R 700.0 million

DEBT CAPACITY INDICATORS

The City tracks a number of key debt capacity indicators, with the prudential limits for each o f these ratios being
summarised below:

Gearing should preferably be maintained at 45 per cent of total revenues.
Debt service costs should not exceed 8 per cent of total operating revenues.



The tables below indicate the status of the indicators mentioned above:

Gearing Ratio 2011 —2020

Al Forecast

Gearing Ratio = Total Debt as a % of Total Operating Income
Norm = 45%

2011 - 2017 = Actual

2018 - 2020 = Forecast

This graph indicates the Municipality’s ability to afford Debt. The gearing rati 0 would have reduced to a healthy
24% by 2020

Debt Coverage Ratio 2011 —2020

Actual Forecast

Debt Coverage Ratio = Debt Services Cost as a % of Total Operating Income
Norm = 6% - 8%

2011-2017 = Actual

2018-2020 = Forecast



Actual Forecast

Interest Paid Ratio = Finance Charges as a % of Total Operating Income
2011-2017 = Actual
2018 -2020 = Forecast

This graph represents the affordability of finance charges. By 202 0 the finance costs will be at 2.3%, which is
indeed sustainable and a fairly healthy situation. The graphs indicate that the City will not breach any of the
prudential ratios over the MTREF period. The borrowings are therefore sustaina ble and affordable.

FUTURE TREND

Government grants are budgeted to fund the bulk of capex spend annually ( 2018: 53%; 2019: 52%; 2020: 51%),
underpinned by the Urban Settlement Development Grant. The City is expected to source ar ound R 3.0 billion in
new loans annually from 2018 to 2020. TABLE SAL7 provides a detailed analysis of the City’s borrowing
liability.

The gearing is forecast to remain at 28% in 2018, and drop to 26% in 2019 and further to 24% in 2020.
Furthermore, liquidity metrics are expected to remain sound, with day’s cash  on hand forecast to be maintained
about 50 days over the next 3 years.



2.5.4 PRICE MOVEMENTS ON SPECIFICS

The tariff for 2018/2019 bulk water purchases from Umgeni Water i s -per kl. Umgeni Water has advised
that there will be a 15 % average increase. The increase is above the current i nflation rate to fund future
infrastructure development projects. A provision of R 2.4 billion  has been made in respect of bulk purchases of
water.

Purchase of bulk electricity from Eskom amounts to R 8.91 billion. Th is budget provision includes an estimated
7.32 % increase in the Eskom price of bulk electricity supplied to municipalities as approved by NERSA.
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1,338,615 14.09 888,210 448,576 6,827,161 71.85

819,426 801,174 527,714 6,339,571 74.69
519,189 - 87,036 - -79,138 - 487,590







In December 2017 the following activities we undertaken:

Monthly staff deductions of not more than 25% of the Net Pay are made from staff salaries.

There were 13,491 Electricity disconnections and 24,570 Water Disconnections fandh#h of
December 2017.

The collection Rate for the month of December 2017 is 91.18% and the ativaypercentage from J
2017 to December 2017 is 88.23% when you compare billing with collection

The Magistrates’ Court Act has been amended; going forward an affordability check of ersstuas t(
be determined before the credit agreement is signed. The municipality is still negosatiibh the Chig
Magistrate to determine the exact documents required to obtain judgments on the customiec
default on their credit agreements.










2.7 GRANT ALLOCATION

2018/19 2019/20 2020/21
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2.9 SERVICE DELIVERY AND BUDGET IMPLEMENTATION PLAN (S
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