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Defining Financial Sustainability

Financial Sustainability refers to its capacity to generate sufficient
and reliable Revenues to finance short-medium- and long-term financial
obligations in response to the Community’s Demand for Services in
terms of the Constitution.

It entails inter alia the following:

« Strategic and Financial Planning (Good Leadership, Effective
Management Team, Sound Political, Administrative and Labour
Stability, Responsible Decision-making)
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Major General Challenges in SA

« Unemployment
« High Unskilled Labour Force

« Migration of Unemployed, low/skilled and
homeless people

* High School Drop-out Rate (what happened to
these students?)




meeweremicor 3 FACTOrs/Problem Statements
Critically to the Financial
Sustainability of the Municipality

1. Budgeting and Financial Management

2. Fast Growing Local Population

3. Unemployment & Community’s Ability to Pay
4. Partnership

5. Political Stabllity
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SIS ] Budgeting & Financial Management

Key Areas:

- Revenue Optimization

- Tariff Re-engineering and Service Rationalization

- Investment Management

- Improved Resource Allocation (No over-reliance on Incremental Approach)

- Loan Management & Re-financing: Should be seen as a last option (taken up
later in year and re-financed at lower rates)

Current Projects to address Revenue Optimisation:

- Established a Debt Collection Unit:
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Monitoring Debt Collection Target

DEBT COLLECTION BAROMETER: AUGUST 2011
Day|Target Actual Total to Date| Short/ Excess
31] 13 500 000 1206 616 | 16 099 000 2599 000
30] 13500 000 783070 | 14 892 385 1392 385
29] 13500 000 382373 | 14 109 315 609 315
26| 13500 000 995 598 | 13 726 942 226942
25] 13 500 000 6954 122 | 12 731 344 -768 656
24| 13 500 000 1497042 | 5777 222 -7722778
23| 13500 000 1282793 | 4280179 -9219 821
22| 13500 000 304954 | 2997387| -10502613
19] 13 500 000 32304 | 2692433| -10807 567
17] 13 500 000 204434 | 2660129| -10839871
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TARIFES:
Major Focus on Tariffs (2011/20120
Tariff Model and Re-engineering

- In partnership with P3 (SALGA/SALAR) the municipality was one of the pilots
for the Baseline Tariff Model: improved tariff calculations

- We have taken it a step further: Central Information Database: assist with
establishing activities per service, actual cost, demand for services,
comparisons, etc.

- Rationalization of Services started by Costing Unit Eg. Garden Refuse.

- Cost-recovery Tariffs Eg. Under-recovery of Leiwater and Helderstroom
Prison Refuse Collection Service, Sewer Vacuum Tanker Services. Stopped the
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. Debtors Data Cleansing Project:

Are all properties on the Financial System, are they all charged for Rates
and all services and are the correct tariffs applied?

To ensure all consumers levies are complete and accurate. In excess of R1.2

million rand per annum have already been recovered due to incorrect and
inaccurate levies.
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sPreparation: 12 October 2010
= Achiewve Buy in from Management
= Contracting
= Release of resources
= Indentifying the Service Improvement champion (Mr. Stephen Jacobs)
= ldentifyv areas of service improwverment
=Setting up of Steering Committee / Reporting Structures

sTraining
= One Day Training of ALL STAFF Involved in the Process.
=The following one day training sessions were held to date:

e 2rd of November 2010 with the Management team, 12™ of November 2010
wwith the Income section from Caledon, 16 of November 2010 with the
Finance related personnel from the other Towns

aThe following was the Purpose & Outcomes of the Training:

= Understanding what is Service Improvement, Understand why the need to
implement Service Improvermentin Municipalities, Understand Input wvs
Output Thinking, Indentifying Silo Thinking, Introducing and Understanding
Process Management, Understand Process Mapping and Redesign,
Understand the implementation of Service Standards

=Process Wiapping
= Mapping of the "AS IS™ Process
=During the training sessions conducted on the 12 and 16 of November 2010
the Current “AS IS" processes was distributed amongst the personnel and thewy
were reguested to go and discuss the mapped process with the other personnel
writhin their sections in order to identify possible amendments, adjustments or
newvw innowvations for the next step being the redesign of the process.

=Process improvement
= Redesign ofthe "TO BE™

=4 session for the redesign / “TO BE™ was held on the 279 of December 2010
wrhere the personnel from Caledon and the Towwn were combined in order to
establish a uniform process which would be implemented throughout the
Theewaterskloof Region.

= SALGS 2 P3 requested a meeting with both MMr. Jacobs and Mir. van Staden on
the 1stof February 2011 in order to discuss the redesigned process and to set
the date for feedback to Management with regards to the next step which is
the implementation of the redesigned process.

simplementation and Monitoring
=Implementation will be done after the finalization of the "TO BE"™
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Improved Expenditure Management:

Establishment of Costing Unit and adopting Costing as methodology.

Cost Benefit Analyses and Value-for-money

Improved Budgeting & Resource-allocation

Departmental & Admin. Charge-out

Trends in Budget vs Actual over years

Monitoring of Costs (eg. Overtime: Reduced by 13%: 2010 — 2011)

Management and Financial Information Database

Development of a Management and Financial information Database to
enhance and streamline: Planning and Budgeting, Reporting, Analyses
(Trends, Variances and Behaviour Patterns), Tariff and Costing Modelling.
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st 2. Fast Growing Local Population

 Key Areas:

- Safety and law-abiding culture: This is one of the least concerning issues in
our area although Villiersdorp and Grabouw requires constant monitoring.

- Infrastructure and Bulk Service Capacity
- Competitiveness with other neighboring municipalities and local economies

- The National, Provincial & Regional Economy: Partnering with other
municipalities in diverting some of the investor and developer interest rather
than competing.

- Investor and developer-friendly and institutionally ready municipality

-  SMME Potential
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Current Projects to Address Unemployment
LED/ SMME’s

DBSA Pilot- LED with Tourism Focus: The Cape Country Meander — including
route development

Development & Support of SMME

Analyse Creditors Payments for 2009/10 to identify the areas of spending and
how much is spent within and outside TWK’s boundaries. This will provide the
market/potential areas for SMME'’s to tap into. 79% Spent outside TWK.

Empowerment of SMME’s:
* Register on Suppliers Database

» Assist on how to Complete Tenders, SCM & to become competitive (How to
score point i.t.o PPPFA)
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MUnicipality 3. Unemployment & Community’s
In/Abllity Pay

Key Areas:

- Excessive Influx of unemployed, unskilled and homeless people. This is
probably the most critical contributor towards the sustainability challenge of
our economic and financial capacity

- Squatter Control and Management

- Acceptance of ownership of incoming people: Buy in from all components of a
community to start working together and finding solutions.

- Educational and Human Capital Development capacity: partnerships with
Learning Foundations and University’s e.g. Stellenbosch and Han University.

SMME and SCM Initiatives to develop entrepreneurial skills
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4. Partnerships

Key Areas

« The Agricultural Sector: One of the largest contributors to our rate base and
Is also the recruiter of seasonal workers from other areas and should form
part of the solutions in curbing the influx of unemployed, unskilled and
Indigent people into the municipality.

« The Business/Private Sector : It is especially in the tourism sector and also

bigger business interests like SAM, the Casino, Overberg Agri and
Government Departments we need to encourage to expand their operations
within the TWK area.
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Political Stability
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« Without all of the decision makers and policy makers working together,
focusing on the same vision and tactics and showing the political will to
achieve sustainability we will not even be able to get out of the blocks and
be spending our effort and resources on irrelevant issues.

Key Areas:
— Willingness to co-operate with each other
— Willingness to co-operate with the Administration

— Political Will to address real and challenging longer-term issues and to
make the right ‘investments’ decisions

— Willingness to be guided and to take informed professional decisions
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Key Areas :
- Management Capacity: Retention of Experience Management Team
- Human Capital Capacity: Turnover of Staff and Productivity Study

- Technological Capacity: Enable us to simplify our financial analyses,
oversight and diagnostic processes and enable us to make more Reliable,
Timely Conclusions and Findings and which are required for appropriate
Remedial Decision-making.

- Process: Process Re-engineering have started and investigate: — Why and
what municipal services processes need to be improved. How to improve
specific municipal processes inorder to improve productivity

Equipment and Fleet: critical assessment required of availability of
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Key Areas:

Honest Engagement

Create Awareness of the seriousness of Financial Viability and Sustainability
Willingness to accept joint ownership
Community Participation in the IDP Process
Political support

Ward Committee Management & Training

Town Management Model in Decentralizing Service delivery, Stakeholder
Management and Customer Satisfaction Management

SLA’s: Enhance Accountability & Transparency and to effectivel

Manage
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Review of Central Government Fiscal Policy: Explore and obtain support from all
spheres of organized local government for reviews in Central Government
Policy and Financing and Fiscal Models to assist local government in meeting
its longer term financial sustainability challenges more successfully.

Key Areas

Cost of Compliance: Cost and Red-tape (Too much emphasis on Compliance at
the detriment of Service Delivery.

- Equitable Share, MIG and EPWP Funding:
- Revision of the Equitable Share formula.
- TWK have to cope with an extreme high influx of Indigent people.
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 We have, like most municipalities in the country Financial Sustainability
challenges.

* No Crises but a Gap between the Service Delivery / Infrastructure/Resources
and the Needs of the Local Communities.

 Presented this at the SALGA National Conference Finance/Fiscal Commission
in Durban on 1 September 2011.

« Drafted Financial Sustainability Strategy which was work-shopped at our
annual Strategic Planning session between Management and Councillors in
August 2011. The following are worth noting and needs to be addressed with
Government assistance which was appreciated by Mr. Kenneth Brown of
National Treasury at the SALGA Conference:
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Transferring of ESKOM Electricity Reticulation to municipalities or
Compensate

Assistance Required to take over the Electricity Supply from Eskom in
our towns

Feasibility Study to be done (Take—over vs Surcharge)

Eskom supplies in 6 of our 8 towns.

TWK'’s Annual Revenue= R50 million (+ 20% of total operating revenue)
The norm = 30% -50% of operating revenue

Losing + R75 million p.a. as a result of Eskom being the distributor.




FINANCIAL VIABILITY IS NOT A FINANCE FUNCTION:
MUST BE OWNED ENTERPRISE-WIDE

,
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“Departmental FV Program: Finance

Efficacy
Studies

Business Process
Re-engineering

In conjunction
With Dir
Corporate and P3
Toolkit

Centralising
of SCM

Pro-active
Planning of
Procurement

Competitive
Bidding yields
better value for
money

ABC

improved financial
reporting/Cost Benefit
ERENSS

more efficient resource
allocation

facilitating the

assessment of
performance and

benchmarking

facilitating the evaluation
of alternative
mechanisms for delivery
of services Etc

Other Cost

Cutting
Measures

Water Leak
Repair

Indigent
Verification

Prepaid and
Water Electricity
Meters

Cost Cutting
Measures
Required from all
Dept.

Other Cost

Cutting
Measures

Monitor and
Reduction of Cost
(E.g. Overtime)

Distribution
Losses

Revision of Billing
Cycle

Productivity
Monotoring
Mechanism

Fleet
Management
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7 Departmental FV Program:
Development Services

« Feasibility Study

« Pilot Project
Parking Fees

N
Community | Informing trust of the Infrastructure Needs and other Social Developments (IDP)
Trust from
Wind farm J
~\
« Tariffs for Event (Events Policy)
« Building Fines
« Zoning Certificates - Establish Fees)

» New fee structure for low-cost Housing
« Signage Policy and Tariff Struct.

» Town Planning Information (Maps, Zoning Certificates etc.)
« Data Cleansing
Other . .
SN © ldentification multi Land use Erven
‘et * Encroach ment Agreements (Building a Stoep on Mun. Pavemetnt)
Iniatives

* SMME Development
* Business Retention/Enabling Environment

Management » Appointment of Permanent Informal Settlement Officers

Of Informal
Settlements
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Technical Service

» Load Control System

+ Cost effective Management Model

 Analyse full Life Cycle costs to recommenend the most cost efficient model complying with Legislation
* Prevent Ingress of storm water into sewers - will result in less effluent to treat
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e Departmental FV Program:
Technical Service

« when complete it will result in less effluent to treat resulting in lower
operating cost as well as eliminating unnecessary upgrading of

facilities

* Investigating departmental construction and re-sealing of roads as

33
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v Departmental FV program:
Technical Service

e _ Councillor Support Information

* Saving on * Ensure all * Cut Catering * ECN Telephone + Outsourcing the
Photocopy Paper Properties are Costs for Exchange Administration of

valuated Meetings Service (VOIP) COID claims

* Implementation of
ESS Leave
Module
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Departmental FV program: Operational Service

» Outsourcing of the maintenance of public open spaces and pavements — cutting of grass
» Phasing out of the sewerage tanker services

* Dispose Villiersdorp Caravan Park

* Phase out Leiwater in Greyton and Villiersdorp

* Income generation

35
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s CONCLUSION
Thank You / Dankie / Enkosi

“| have walked the Long Walk to Freedom
| have tried not to falter.
| have made missteps along the way
But | have discovered the secret
That after climbing a good hill
One only finds that there are more hills to climb.
| have taken a moment here to rest




