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SECTION 1: INTRODUCTION 

The annual assessment of municipal integrated development plans and budgets presents an 

opportunity to deepen and strengthen existing partnerships, as well as identify new areas for 

collaboration to further demonstrate ‘Consolidation for Maximum Citizen Impact’. The 

importance of this assessment is stipulated in Chapter 5 of the Local Government Municipal 

Systems Act 32 of 2000 (MSA), the MSA Regulations and the Local Government Municipal 

Finance Management Act 56 of 2003 (MFMA). Provincial assessments afford the provincial 

sphere of government an opportunity to exercise its monitoring and support role to 

municipalities as stipulated by the Constitution. In addition, the assessments provide an 

indication of the ability and readiness of municipalities to deliver on their legislative and 

constitutional mandates. 

This report encapsulates comments by the Western Cape Provincial Government on the draft 

2019/20 MTREF Budget, 2019/20 reviewed Integrated Development Plan (IDP) and Spatial 

Development Framework (SDF).  

The assessment covers the following key areas: 

 Conformance with the MFMA, MSA & Municipal Budget and Reporting Regulations 

(MBRR); 

 Responsiveness of draft budget, IDP and SDF; and  

 Credibility and sustainability of the Budget. 

The MBRR A-Schedules, budget documentation, IDP and SDF submitted by the Municipality 

are the primary sources for the analysis. The quality of this assessment report therefore depends 

on the credibility of the information contained in the documents submitted by the Municipality. 

The Provincial Government plans to meet the executives of your Municipality on 30 April 2019 

where the key findings and recommendations of this report will be presented and deliberated 

upon. The planned engagement will contextualise the Municipality’s challenges and 

responses as taken up in the draft budget, IDP, LED, SDF and various other strategies and plans. 

All the information related to the assessment and analysis of the annual budget, IDP and SDF 

are found in the report below.  
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SECTION 2: PUBLIC VALUE CREATION 

2.1 INTRODUCTION  

The Public Value Creation section seeks to provide an overview of the current socio-economic 

reality of the municipal area, assesses the alignment of the budget to the Municipality’s 

Integrated Development Plan’s Strategic Objectives as well as a provides an environmental 

analysis of the Municipality and how it collectively contributes to achieving maximum public 

value and citizen impact. 

Public Value is defined as putting the public at the centre of service delivery to continuously 

improve the quality of life for all within the focus of the mandate of the institution. 

2.2 SOCIO-ECONOMIC CONTEXT AND IMPLICATIONS  

Table 1: Socio-Economic Context and Implications 

Key Socio-Economic 

Indicators 
NDP Goals Local Context Implications 

Population Growth 

Rate  

0.% - 1% per annum 

by 2030 (Nationally) 

2.2% per annum from 

2018 to 2024 

(estimated)  

(SEP-LG 2018) 

Rapid urbanisation in the municipal area 

contributes to capacity issues as it places 

continued strain in municipal resources 

and has an impact of its ability to deliver 

services to its citizens. 

Economy  Average annual 

growth of 

5.4 per cent over the 

period 2010 - 2030 

2.5 per cent average 

annual growth over 

the period 2006 - 

2016 (MERO, 2018) 

Slow economic growth as a result of the 

low business confidence, political 

uncertainty, high unemployment rates, 

amongst other factors has an effect on 

economic growth. The economy needs 

to at least keep pace with population 

growth in order for per capita income 

levels to improve.  The ability of 

consumers to pay for services and 

financial sustainability of the Municipality. 

Unemployment 14% by 2020 11.0% (2017 estimate) 

SEP-LG 2018 

Slightly higher than the District average, 

the unemployment rate has a direct 

impact on household income and its 

ability to afford basic services. 

Unemployment constrains municipal 

resources as more households therefore 

register as indigent households and 

qualify for provision of free basic services.  

Education A learner retention 

ratio of 90 per cent 

Learner retention 

ratio - 74.4%  

(SEP-LG 2018) 

Lower learner retention or a high drop-

out rate (25.6 per cent) contributes to 

lower future earning potential as youth 

are under-skilled, struggle to find 

employment and place more pressure 

on public resources. There are also 

concerns around the social implications 

of leaving school early, such as teenage 

pregnancies, social evils such as alcohol 

and drug abuse and associated crimes. 
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Key Socio-Economic 

Indicators 
NDP Goals Local Context Implications 

Health  Maternal mortality to 

fall from 500 to 100 

per 100 000 live births 

Maternal Mortality 

was 0.0 per 100 000 

live births in 2017/18. 

(SEP-LG 2018) 

Whilst the maternal mortality rate 

remained constant over the past few 

years, several health indicators have 

deteriorated in the municipal area, this 

includes the delivery rate to women 

under 20 years old, the neonatal 

mortality rate and the HIV transmission 

rate. In a healthy society, the population 

is more productive, has lower worker 

absenteeism rates and improved 

learning is witnessed amongst school 

going age youth.  

Poverty  For zero households 

to be below the 

poverty line 

Approximately  

2 493 households 

below the poverty 

line (Municipal 

Budget Schedules, 

SA9, 2019/20) 

Income inequality in the municipal area 

is apparent, a high number of 

households earning below the poverty 

line translates into greater reliance on 

social support structures. 

Safety and Security  For all citizens to feel 

safe and free of the 

fear of crime  

38 murders per 

100 000 people  

(SEP-LG 2018) 

Crime hampers growth, discourages 

investment and capital accumulation 

and has a negative impact on the 

economy. 

2.3 INTEGRATED PLANNING ANALYSIS 

An Integrated Development Plan (IDP) is the principal strategic planning instrument which 

guides and informs all planning and development, and all decisions with regard to planning, 

management and development in a municipality. An IDP provides the strategic direction for 

all the activities of a municipality over five years linked to the council term of office.  

Each municipal council must annually review and may amend the IDP of the Municipality. 

Should the review process determine that an amendment is required, municipalities are to 

follow the process as stipulated in Regulation 3 of the Local Government: Municipal Planning 

and Performance Management Regulations of 2001. 

The 2019/20 review of the IDP of the Stellenbosch Municipality is the second of the 2017-2022 

IDP. The 2019/20 IDP review approach takes into consideration the assessment of the 

performance measurements of the Municipality and to the extent that changing 

circumstances so demand. The 2019/20 Draft Reviewed IDP clearly indicates that a review 

process was followed and that the SDF will be adopted post the adoption the Final IDP in May 

2019 which effectively imply that the Municipality will then have to follow an amendment 

process in terms of Section 34(b) of the Municipal Systems Act, 2000 (MSA). 

The attached detailed IDP report (Appendix A) encapsulates comments by various sector 

departments including the Departments of Agriculture; Economic Development and Tourism; 

Cultural Affairs and Sport; Community Safety; Health; Human Settlements; Local Government, 

Social Development; Water and Sanitation; and Western Cape Education Department. 
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2.4 MUNICIPAL BUDGET ALLOCATIONS TO IDP STRATEGIC OBJECTIVES  

The 2019/20 MTREF budget breakdown in terms of the strategic objectives is indicated in 

Table 2 below. Stellenbosch Municipality budgeted for a total operating expenditure of 

R1.808 billion and a total capital budget of R554 million for the 2019/20 financial year. 

Table 2: Strategic Objectives for the 2019/20 Medium Term Revenue & Expenditure 

Framework 

 

The Municipality has indicated the alignment of its Strategic Objectives in its 2019/20 IDP 

Review to the National Strategic Outcomes, Sustainable Development Goals, Western Cape 

Provincial Strategic Plan and the Cape Winelands District Municipality’s Strategic Objectives. 

Overall the horizontal alignment of the municipalities Strategic Objectives are soundly 

demonstrated in its 2019/20 IDP Review.   

Whilst all strategic objectives received sizable allocations, only the two most significant 

allocations have been discussed i.e. Valley of Possibility and Dignified Living. There are always 

competing priorities for limited resources however it is clear that the Municipality has made a 

concerted effort through the strategic allocation of its MTREF budget to focus on large 

infrastructure projects with the intention of providing bulk and other economic and social 

infrastructure to address the pressing needs of its citizens.  

The majority of the Municipality’s MTREF capital budget is allocated to the Strategic Objective: 

Valley of Possibility (R738.9 million over the MTREF). This highlights the Municipality’s 

commitment to infrastructure development for the next three years. Water and sanitation 

projects were allocated the bulk of the investment in this budget which is necessary given the 

intended housing developments in the municipal area.  

The second largest capital allocation of R362.7 million over the MTREF is allocated to the 

Strategic Objective: Dignified Living. This is mainly due to the planned provision of services sites 

in Klapmuts and housing developments in Idas Valley, both critical projects to contribute to 

the creation of public value for citizens.  

2.5 ENVIRONMENTAL ANALYSIS 

Agriculture is major economic driver within the Stellenbosch Municipality, in particular the wine 

industry, and therefore a large proportion of the Municipality is occupied by vineyards and 

associated facilities, which includes tourism. As a result of this the lowland areas are primarily 

transformed, with the only remaining remnants in areas which could not be cultivated, such 

as steep slopes. The vegetation types (e.g. Swartland Shale Renosterveld, Swartland Granite 

Renosterveld) are shared with neighbouring municipalities e.g. Drakenstein, Swartland, where 

the situation is the same with very high levels of transformation and many species threatened 

with extinction, and hence the vegetation types are listed as Critically Endangered. The 

Strategic Objective

R thousand

Budget Year 

2019/20

Budget Year +1 

2020/21

Budget Year +2 

2021/22

Average 

Annual 

Growth

Budget Year 

2019/20

Budget Year +1 

2020/21

Budget Year +2 

2021/22

Average 

Annual 

Growth

Green and Sustainable Valley             134 693               142 684               148 675 5.1%              63 780                43 915               43 815 -17.1%

Valley of Possibility             928 925            1 000 259            1 059 412 6.8%            237 885              234 579             266 470 5.8%

Dignified Living             175 098               184 028               191 076 4.5%            182 362                94 977               85 321 -31.6%

Safe Valley             260 235               274 792               301 690 7.7%              39 820                14 650                 7 750 -55.9%

Good Governance and Compliance             308 896               323 099               347 098 6.0%              29 715                24 972               22 557 -12.9%

Total Expenditure          1 807 847            1 924 862            2 047 952 6.4%            553 562              413 093             425 913 -12.3%

2019/20 Medium Term Revenue & Expenditure Framework 

OPEX

2019/20 Medium Term Revenue & Expenditure Framework 

CAPEX
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mountainous areas of the Municipality are however predominantly intact and mainly 

managed for nature conservation, primarily by CapeNature. They do however support 

biodiversity of high importance, with high levels of alpha, beta and gamma diversity and also 

of exceptional importance as catchment areas to supply water for a large proportion of the 

Western Cape’s population and economy.  

Although cultivation is a major land use activity within the Municipality there aren’t high 

numbers of cultivation applications for virgin land as most of the land which is suitable for this 

purpose has already been ploughed. As mentioned above, however conservation of the 

remnants of renosterveld are of high importance for conservation, in particular the larger more 

connected remnants which will have higher long term ecological viability.  

The town of Stellenbosch has high development pressure due to high levels of economic 

development and there are significant constraints for further development in terms of high 

agricultural potential land, heritage/aesthetic value, biodiversity and topography. This 

includes the infrastructure required to support development, in particular the road network. 

There is also pressure within the rural areas and Franschhoek town for residential and tourism 

development, however this is mainly on land transformed through agricultural activities, 

although it does occasionally encroach into natural habitat. 

An important ecological component that requires attention is the watercourses traversing the 

Municipality, which are under pressure from agriculture and related activities. Adequate 

buffers and a functional riparian zone should be maintained in order to ensure that the 

watercourses can continue to deliver an ecological and ecosystem services function. 

Fire is an important ecological driver within the mountain fynbos systems and also has 

implications in terms of impacts on neighbouring properties. Too frequent fires also impact on 

the fynbos whereby species do not have sufficient time to set seed for regeneration. Invasive 

alien species are a significant threat, and are of particular importance in mountain regions 

where they impact the catchments through reduced run-off, as well as increasing fire intensity. 

The rainfall of the Stellenbosch Municipality is predicted to decrease over time as a result of 

climate change, which in turn will impact on water production in the catchments and fires. It 

is thus crucial that the Municipality prioritise the importance of biodiversity and the associated 

ecosystem benefits it provides including clean air, water and cultural benefits.  

It is recommended that the Municipality make use of the latest Biodiversity Spatial Plan (BSP), 

as it is the best available science to identify Critical Biodiversity Areas (CBAs), in order to 

proactively plan and identify suitable sites for development. The Stellenbosch Municipality 

does have an environmental planner and a team responsible for managing the local authority 

nature reserves/nature conservation areas. The Municipality can be considered as one of the 

better resourced local municipalities in the province, however they do require CapeNature to 

provide biodiversity support in terms of our mandate across the province. 

An SDF was compiled in 2012 and revisions to this report were made in 2017 and released for 

comment. The 2012 SDF does not have spatial planning categories (SPCs) which determine 

spatial distribution of the primary land uses across the Municipality. In terms of mainstreaming 

biodiversity into the SDFs, the primary method is aligning the SPCs with the categories within 

the conservation planning products, which in this case, would be the Western Cape 

Biodiversity Spatial Plan (WCBSP). The updates to the SDF were primarily proposed 

amendments (expansions) of the urban edges of the urban settlements. CapeNature did raise 
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concerns regarding some of these proposals, in particular those which are proposed on sites 

which are rated as a very high priority for protected area expansion e.g. Wemmershoek.  

CapeNature does however wish to strongly support the provision of adequate resources to the 

reserve management component for the Municipality, in particular considering the important 

conservation areas which must be managed e.g. Wemmershoekvlei. Adequate resources are 

required at both the provincial and local government level to ensure that operational 

management for biodiversity and ecosystem services conservation can be implemented 

within the Municipality, in particular considering the resources required for management of 

aliens and fire.  

An Environmental Management Framework has been compiled and provided to 

CapeNature. CapeNature have not yet provided formal comment on the EMF. It is, however, 

unclear if the Municipality is proposing that the EMF be adopted by the Municipality or whether 

the EMF has simply been used to inform planning and land use decision making. 

In terms of disaster management, CapeNature plays a key role in managing the fires in the 

mountains. Collaboration with regard to the municipalities in terms of disaster planning and 

management is critical. 

The Municipality has a designated Waste Management Officer. The Municipality has not 

developed its 3rd generation IWMP yet. The plan needs to be submitted to the Department 

once developed for assessment. The municipality indicated their efforts in developing a 3rd 

generation IWMP with the assistance of GreenCape. Reporting on the implementation of the 

IWMP must be included in their Annual reports. All the waste facilities are registered on IPWIS 

for their relevant waste activities and fully compliant in terms of reporting requirements. 

Currently the Municipality only has one Waste Disposal Facility, the Devon Valley WDF. It also 

has a mini Material Recovery Facility close to the Devon Valley WDF as well as a transfer station 

in Franschhoek. Additionally, the Municipality also operates a waste transfer station at 

Klapmuts. The landfill capacity at Devon Valley is being reached very fast. The Municipality 

has been approved to move Eskom power lines which will open up more landfill air space. The 

Municipality has also applied for MIG funding to improve the MRF at the Devon Valley landfill. 

The Municipality is also in the process of applying for MIG funding to build an organic waste 

transfer station near the Devon Valley WDF. The Municipality will also be introducing a renewed 

effort to separate at source (households). The IDP needs to be updated based on the 

recommendations outlined in the Assessment of the Municipal Integrated Waste Management 

Infrastructure: Cape Winelands District Report: 

 The rehabilitation compliance cost for the Stellenbosch local municipality (R63.18 

million);  

 The operational compliance cost for the Stellenbosch local municipality (R556 700);  

 The cost of integrated infrastructure for the Stellenbosch local municipality to achieve 

20 per cent Diversion by 2019 (R32.02 million); and  

 The cost of integrated infrastructure for the Stellenbosch local municipality to remain 

compliant up to 2030 (R16.76 million). 

Household access to refuse removal services in Stellenbosch has decreased from 87.0 per cent 

in 2011 to 71.0 per cent in 2016; household access to this service decreasing over the 

5-year-period and unable to keep pace with the growth in the total number of households. 
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Inadequate sanitation, storm water and solid waste infrastructure in some lower income 

areas/informal settlements are contributing to river pollution. Appropriate strategies for waste 

separation at source should be formulated and implemented as swiftly as possible in 

Stellenbosch town and other settlements that use its landfill site. If this process is to be phased, 

the largest generators of waste per capita (i.e. upper income households, businesses, the 

University, industries and demolition sites) should be targeted first. 

Climate change is generally increasing the risk profiles of Western Cape municipalities 

associated with increased likelihood of drought and ongoing water scarcity, flash floods, heat 

waves and extreme temperatures and increased fire risk leading to run away and 

uncontrollable fires. For more information on your location -specific changing risk profiles, 

please refer to your District’s Climate Change Response Strategy/Framework, the Climate 

Change Advisory sent to your Municipality by DEA&DP in 2016, the Disaster Management Risk 

Profile for your Municipality (which will include climate change risks) as well as the Provincial 

Risk Profile which will be released by WCG in 2020.  

From a mitigation perspective, municipalities have a role to play in reducing emissions in their 

own operations and encouraging their residents to move to a low carbon future.  A particular 

action that municipalities can support is allowing small-scale embedded generation (SSEG) 

and putting in place appropriate tariffs that support residential, commercial and industrial 

consumers to invest in renewable energy, which the Municipality currently allows.   

Urbanisation gives rise to an increase in developments for housing as well as economic 

developments and this is a risk to the ambient air quality.  The increasing air pollution negatively 

affects the health of the community in these areas.  The Western Cape Department of 

Environmental Affairs and Development Planning’s Directorate Air Quality Management 

(D: AQM) currently has an Ambient Air Quality Monitoring Station located in the Stellenbosch 

Municipality.   

In terms of the National Environmental Management: Air Quality Act (NEM: AQA), measures in 

respect of dust, noise and offensive odour is a Local Government responsibility. A By-law must 

be developed and adopted to ensure compliance to air quality management.  As per 

Section 14(3) of the NEM: AQA, each municipality must designate an air quality officer (AQO) 

from its administration.  As per Section 15(2) of the NEM: AQA, each municipality must include 

in its IDP an Air Quality Management Plan (AQMP).  The Stellenbosch Municipality is compliant 

with regards to the designated AQO and the adopted AQMP.  

An AQMP budget allocation needs to be secured in the IDP.  Funds should ideally cover the 

following: air quality monitoring (passive or continuous monitoring of air pollutants), staff 

training and implementing air quality intervention strategies. 

Stellenbosch Municipality requested DEA&DP in November 2018 to assist with the assessment 

and evaluation of Professional Planning reports to their decision-making authority due to a 

shortage of experienced and skilled registered Town Planners to compile Planning reports. 

DEA&DP assisted during the said period in compiling a number of Planning reports. The 

Department of Planning and Development however still appears to be struggling to effectively 

and efficiently handle the workload and pending applications as critical posts remain vacant.  

The Municipality is urged to ensure that the Department of Planning and Development recruits 

sufficient skilled and experienced registered Town and Regional Planners to its organisational 
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structure to deal with the development applications submitted to the Stellenbosch 

Municipality. 

Economic growth and job creation is stifled if development applications are not processed as 

quickly as possible. A well capacitated and resourced planning department is crucial to 

achieve the aforementioned in Stellenbosch. 

 Strategic Overview and Important Matters 

For this section, each component will draft a tailored assessment (with latest information) for 

each municipality in terms of budget responsiveness without losing focus of the longer term 

challenges facing the Province, the golden thread being climate change, drought, and 

sustainable resource management (e.g. water security) and explaining the implications of 

their respective functional area in each municipality.  

The reference to functional area refers to the participating internal DEA&DP components and 

include the following; Biodiversity Management, Development Management, Waste 

Management, Pollution and Chemical Management, Coastal Management, Climate 

Change, Sustainability, Air Quality Management. 

 Current Work Undertaken  

WCG is also in the process of reviewing the Western Cape Climate Change Response Strategy 

and inputs from municipalities will be important in the revision.  We are also working with sector 

departments on development specific sector plans and how these sectors need to respond 

to climate change.  By mainstreaming climate change into sector functions, it will filter down 

to municipal decision-making and planning through the municipal support efforts provided by 

the various WCG sector departments.  

The Directorate: AQM hosts Quarterly Air Quality Officer’s Forums and Air Quality Management 

Plan Working Groups 1 - 3; to serve as platform for AQO’s to share their achievements and 

challenges with regards to noise, dust and offensive odour management in their jurisdictional 

areas. It is imperative for the Municipal Air Quality Officer to attend these Forums in order to 

successfully implement the mandates of air quality management, as assigned by the  

NEM: AQA.  

2.6 KEY FINDINGS, RISKS/RECOMMENDATIONS  

 It is recommended that the Municipality make use of the latest Biodiversity Spatial Plan 

(BSP), as it is the best available science to identify Critical Biodiversity Areas (CBAs), in 

order to proactively plan and identify suitable sites for development. 

 In terms of disaster management, CapeNature plays a key role in managing the fires 

in the mountains. Collaboration with regard to the municipalities in terms of disaster 

planning and management is critical. 

 In general, the 2012 SDF and 2017 amendments did not adequately take the WCBSP 

into consideration and as such the WCBSP must be considered separately and at least 

on par with the SDF in evaluating any development proposals. 

 The IDP needs to be updated based on the recommendations outlined in the 

Assessment of the Municipal Integrated Waste Management Infrastructure. 
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 The Municipality is urged to ensure that the Department of Planning and Development 

recruits sufficient skilled and experienced registered Town and Regional Planners to its 

organisational structure to deal with the development applications submitted to the 

Stellenbosch Municipality. 
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SECTION 3: ECONOMIC SUSTAINABILITY 

3.1 INTRODUCTION  

This section examines if the tabled 2019/20 MTREF Budget and Spatial Development Framework 

is responsive from an economic and socio-economic perspective and the Municipality’s ability 

to meet the legitimate expectations of the community for services from its limited resources in 

order to effect inclusive growth and contribute towards achieving maximum citizen impact.  

3.2 ECONOMIC GROWTH AND DEVELOPMENT 

3.2.1 Promoting Inclusive Economic Growth 

The investment in socio-economic infrastructure is crucial in improving economic growth and 

development, while the management of the budget and subsequent spending efficiency by 

the Province as well as municipalities is an important consideration when assessing the 

allocation of the budget and its intended socio-economic outcomes.  

(1) Provincial and Municipal Capital Budget Expenditure 2019/20 

Table 3: Provincial and estimated Stellenbosch Municipal Infrastructure Expenditure: 2019/20 

(R’000) 

Type 

2019/20 

Provincial 

Infrastructure Spend 

Municipal 

Infrastructure Spend 
Total 

Economic Infrastructure 229 316 77 620 306 936 

 Road Transport and Public Works 229 316 77 620 306 936 

 CapeNature - -  

Social Infrastructure 54 491 61 300 115 791 

 Education 20 400 - 20 400 

 Health 2 001 - 2 001 

 Social Development 690 61 270 61 960 

 Housing 31 400 30 31 430 

Trading Services - 258 475 258 475 

 Electricity - 27 340 27 340 

 Water - 80 000 80 000 

 Waste Water Management - 114 400 114 400 

 Waste Management - 36 375 36 375 

Other - 156 167 156 167 

Total Infrastructure Spend 283 807 553 562 837 369 

Source: 2019 Western Cape EPRE (Provincial spend), Municipal A-Schedules 2019/20 

The WCG and the Stellenbosch Municipality will collectively spend R837.369 million in 2019/20 

on infrastructure developments within Stellenbosch Municipality’s geographical boundaries. It 

usually holds true that provincial government will invest more in infrastructure development 

than local or district municipalities considering that the overall provincial government budget 
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is significantly larger than that of their local counterparts however, in the case of Stellenbosch, 

the Municipality’s infrastructure budget is nearly twice the size than that of the province.  

The WCG will invest R722.85 million in the Stellenbosch Municipality over the 2019 MTEF. 

Provincial infrastructure spend towards economic infrastructure within Stellenbosch 

Municipality amounts to R229.32 million in 2019/20. Most of the allocation will be spent on the 

refurbishment, rehabilitation, upgrades and addition of new roads including the Spier Road. 

The Municipality will also invest a sizable allocation of R77.62 million to road transport capital 

allocations in 2019/20.  Large projects in Stellenbosch include upgrades to the R44 

(R5.0 million), general improvement of roads across the municipal area (R12.0 million) as well 

as the implementation of a non-motorised transportation system (R7.0 million). 

The Department of Human Settlements will spend R97.610 million respectively on capital 

infrastructure transfers for IRDP projects in various areas (such as in Klapmuts, Jamestown, 

Cloetesville and more within Stellenbosch. The Department of Education plan to spend 

R79.26 million on the construction of four primary schools and a high school in the area over 

the MTEF. 

The largest portion of the Municipality’s 2019/20 capital spend is allocated towards trading 

services, focussing on the upgrading of the WWTW, the bulk sewer outfall for Jamestown and 

the bulk water supply for Klapmuts to service the new housing developments. This relates to 

the need identified in the IDP around bulk infrastructure capacity constraints in the 

Stellenbosch municipal area.  

A critical challenge face by the Municipality is running out of landfill space. In order to address 

this issue in the short term, the Municipality needs to extend its current landfill space. The 

Municipality allocated R32 million to expanding its current landfill site whilst concurrently 

implementing waste minimization and waste to energy projects with a budget allocation of 

R8.0 million. 

The Municipality recognises the critical role that infrastructure development plays in promoting 

economic growth and development and addressing inequality. It has therefore allocated a 

substantial portion of its 2019/20 budget to capital infrastructure development and 

maintenance in order to realise the vision of Stellenbosch to be a place of living, working and 

learning and thereby maximising citizen impact.  

(2) Potential/Expected Impact of resource allocations 

Investment, particularly in roads infrastructure unlocks the economic potential of towns as 

transport corridors and enable greater connectivity with markets thus creating the potential 

for economic growth and development in the area. It is therefore essential that 

interconnected regions have well developed and maintained roads for the transportation of 

good and linkages to external markets.  

Bulk infrastructure development and investment extends basic services to those it has not yet 

reached, as well as ensures that continued quality services can be provided to those already 

receiving them. This has a concomitant effect on the consumer’s willingness to pay for services, 

has the potential to increase the revenue base of the Municipality and improves the quality of 

life of its citizens.  
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3.2.2 Increasing Employment Opportunities  

(1) Budget Allocations and Implications  

One of South Africa’s biggest challenges remains its high unemployment rate. For the period 

2007 - 2017, Stellenbosch’s unemployment rate has grown steadily from 6.5 per cent to 

11.0 per cent. In 2016, nearly half (42.7 per cent) of the labour force were semi-skilled workers. 

The wholesale and retail trade, catering and accommodation sector contributed the most 

jobs in the Stellenbosch municipal area in 2016 (18 284 or 24.4 per cent), followed by finance, 

insurance, real estate and business services sector (12 539 or 16.7 per cent). The sector in which 

the most net job losses was recorded in 2016 and 2017 was the agriculture, forestry and fishing 

sector. This is attributed to the severe drought experienced in the region however, employment 

opportunities in this sector is very often not only seasonal, but also low skilled and low income. 

The Municipality’s comprehensive Local Economic Development (LED) Strategy indicates that 

through a multi-stakeholder approach, the Municipality intends to create opportunities for 

both the private sector and the local community as economic growth benefits the whole of 

society.  

These key LED strategies include; SMME development, red-tape reduction policies, the 

establishment of informal markets, LED hubs, tourism development, rural development and the 

implementation of smart procurement strategies.  

The Municipality is directly involved in job creation through the Expanded Public Works 

Programme. EPWP funding for the 2019/20 financial year totals R5.28 million, a decrease from 

the R5.72 million grant in 2018/19. From the draft SDBIP that has been included with the budget 

documentation, the Municipality plans to create 300 full time equivalent jobs in terms of the 

EPWP programme by 30 June 2020.  

(2) Potential/Expected Impact of Resource Allocations 

The investment in LED and thorough implementation of the municipalities LED strategies will 

have positive externalities for the local economy as well as for the region. Collaboration 

through partnerships between the public and private sector as well as academia could 

enhance the effectiveness of the strategies employed and have a greater collective impact 

on the outcome of the strategies and maximise benefits to society. 

The creation of the job opportunities through EPWP and LED will provide poverty relief by 

bringing much needed income to households particularly if those jobs could be translated into 

permanent employment opportunities. This may in turn reduce the number of indigent 

households within the area and consequently reduce the number of households reliant on the 

Municipality for free basic services.  

The provision of employment opportunities also provides those involved with work experience 

and related skills and making candidates more employable and attractive to future 

employers.  
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3.2.3 Creating Public Value through Basic Services Provision 

(1) Budget Allocations and Implications  

Access to basic services levels continues to improve in the Stellenbosch municipal area. As per 

the Community Survey Data (2016), the lowest access levels were for refuse removal mainly 

due to farms and privately owned land which the Municipality does have access to. All the 

other basic service access levels for water, sanitation and electricity are close to 100 per cent 

access levels and there are currently no backlogs when it comes to basic services provision in 

the municipal area.  

The main challenge in respect of backlogs in the Stellenbosch municipal area are with regards 

to access to housing. According to the Municipality’s 2017/18 Annual Report, there are 

16 482 applicants on the Municipality’s housing waiting list. While the need for housing far 

outweighs the availability of current resources, there are several housing projects in the housing 

pipeline in order to reduce the backlog over the MTREF. The most significant allocations are for 

the Jamestown Housing project (R19.080 million), the Idas Valley IRDP/FLISP project 

(R13.5 million), Kayamandi; Watergang and Zone O (R12.650 million), 298 Serviced Sites in 

Kayamandi (R12.903 million) and the Cloetesville IRDP planning (R7.330 million) amongst 

others.  

To improve the living conditions of those currently living in informal settlements, the Municipality 

has made the following budget allocations; R15.3 million for basic services improvements in 

Langrug, R2.0 million for Phase 2 Sanitation Infrastructure in Northern Extension and R10.5 million 

for a bulk sewer project in Kayamandi.  

The Municipality provides poverty relief by providing approximately 6 000 households with no 

or low levels of income with free basic services. Households with a monthly income of less than 

R6 500 per month will receive 100 units of free electricity, 6 kilolitres of free water, free refuse 

removal services and free sanitation per month. The total cost of free basic services totals 

R92.79 million in 2019/20 as per the A10.  

In addition to the provision of basic services, both water infrastructure and sanitation 

infrastructure in the Stellenbosch municipal area requires critical attention as indicated in the 

municipalities IDP. While significant allocations to new and existing infrastructure have been 

allocated in the 2019/20 budget, an investment of approximately R325 million is required to 

attend to the water supply infrastructure and similarly an amount of R283 million to repair and 

maintain its sanitation infrastructure.  

 (2) Potential/Expected Impact of Resource Allocations 

The need for housing has been identified in the Municipalities IDP as the top priority in almost 

every ward in the municipal area. The current housing allocation and those in the pipeline is 

expected to increase access to housing, it is still not sufficient to meet the demand for housing 

within the municipal area. This speaks to the urgent need for the Municipality to prioritise 

interventions that will unlock opportunities for further housing developments as resources 

allows. Land tenure has the potential to redress the inequalities of the past and serve as a 

financial tool to improve the economic status of the landowner whilst contributing to the local 

economy.   



  

LG MTEC Assessment 2019/20:  Stellenbosch Municipality 18 

Free basic service allocations will bring much need poverty relief to indigent households within 

the municipal area. Although per capita income in the Stellenbosch municipal area has 

steadily increased, so too has the Gini-coefficient which indicates growing inequality in the 

area. Given that the Municipality has committed to providing free basic services to 6 000 

households each year over the next 3 years, it should take cognisance of the cost of providing 

free basic services.   

The potential benefits of capital investments in infrastructure are restricted if the assets are not 

properly refurbished and maintained. The renewal, replacement or rehabilitation infrastructure 

on a regular basis is vital to extend its useful life. Currently, the required investment in the 

maintenance of existing infrastructure is more than the budgeted allocations. In addition to 

capital funding issues, the increased roll-out of infrastructure to eliminate backlogs and to 

service demographic and economic growth also impacts on the Municipality’s operating 

expenditure budget. The Municipality needs to assess whether current levels of capital finance 

are sufficient to match the infrastructure requirements projected above and balance the 

municipal finance gap needed with affordable tariff increases over the long term.  

3.3 UTILISING PROCUREMENT AS A LEVER TO IMPROVE PLANNING, BUDGETING AND 

PROCUREMENT STRATEGIES  

The alignment between the budgeting and procurement planning process has become 

increasingly important based on recent statistics within municipalities in terms of the optimal 

and effective utilisation of their budgets. For this reason, the compilation of a demand plan 

and procurement plan needs to complement the Integrated Development Plan (IDP), 

municipal SDBIP, linked to the budget to ensure that funding for the acquisition of goods and 

services are available.   

Procurement planning is becoming a national concern, hence National Treasury issued MFMA 

Circular 94 requiring the Accounting Officer to submit the procurement plan together with the 

Budget, Service Delivery and Budget Implementation Plan (SDBIP) in an effort to address the 

weak planning processes, as slow spending of capital budgets has a negative impact on 

service delivery.  

By developing a procurement plan that takes into account environmental and social aspects 

in addition to traditional economic or financial considerations in conjunction with the demand 

plan to source items of a strategic nature and where possible source alternate suppliers or 

alternate commodities. 

In order to ensure maximum citizen impact key projects identified on the procurement plan 

needs to be prioritised as an effort to improve the delivery of municipal services and impact 

on the economic status from a citizen focus perspective.  

It must be noted that the Municipality has in terms of its procurement planning process and 

spend, committed a large portion of its budget to operational and capital expenditure, of 

which 60 per cent has been spent up until the end of January 2019. This is indicative that the 

Municipality has committed to optimising their capital and operational deliverables in order to 

ensure service delivery. The Municipality is also striving to incorporate the procurement 

planning activities into its budgeting process. 
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It must be noted that the Stellenbosch Municipality has a challenge in the following area as it 

relates to the procurement planning process, i.e.: Capacity constraints within the SCM unit and 

user-departments.  

Procurement Planning should be utilised as a strategic tool to drive local economic 

development (LED) with key linkages and partnerships within the Municipality that draws a 

nexus between its IDP, budget planning processes that are associated with procurement 

initiatives. Utilising procurement as a strategic enabler seeks to create an opportunity for 

role-players to not only engage on the key socio-economic challenges, but more importantly 

to share experiences which contribute to all stakeholders working together to uplift and grow 

our communities and grow the local economy.  

In view of the above the Provincial Treasury is in the process of putting together a procurement 

planning toolkit to assist municipalities in the procurement planning process that is aligned to 

its budget and IDP. From the perspective of the Municipality it is therefore imminent that the 

Municipality puts in place a stakeholder engagement plan to facilitate such engagements 

with its Programme and sub-Programme managers. Key linkages with its LED component must 

also be established to support these procurement planning and an economically sustainable 

delivery model. 

3.4 REVENUE ENVELOPE, OWN REVENUE AND INTERGOVERNMENTAL REVENUE 

TRENDS 

3.4.1 Own Revenue Assessment: Tariff Analysis for the four trading services, focussing on:  

Tariff analysis 

Table 4 below presents an analysis of the tariff for the four trading services, the proposed 

increase as well as the applied tariff structure. 

Table 4: Summary of tariffs of the trading services  

Service Tariff Structure Propose % increase Changes/Comments 

Property Rates  6.5%  

Electricity Two-part tariff  13.8% The Municipality is proposing an 13.8% 

increase for electricity which is in line with the 

Eskom approved tariff of 13.8%. We are 

aware that at the time the budget was 

tabled the municipal guidelines were not yet 

available. It should, however be noted that 

the NERSA guideline for electricity for the 

2019/20 financial year is 13.07 per cent. 

Water  Two-part tariff 6.5% The increase is due to the improved rainfall 

and previous investment which has allowed 

the Municipality the ability to cope with the 

continuing drought. It should be noted that 

this increase is below the average increase 

of 9 per cent implemented by water boards 

which the NT uses for the basic component 

increase. 

Sanitation Cost 

dependent on 

property 

6% Is in line with the upper band of the inflation 

targeting bracket. 
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Water Services 

Optimal water pricing is essential for the sustainability of both water and sanitation services. 

The price structure is typically influenced by availability of water, consumer income, purpose 

and usage, and certain socio-economic factors. The tariff structure can include a flat or 

uniform rate, block rates, seasonal and peak rate, conservation rates, and capacity rate. 

Stellenbosch Municipality has a progressive tariff structure with steep inclining block tariffs (IBTs). 

IBTs promotes conservation and contains wasteful practices; this compliments the supply 

constraint environment that the Municipality currently finds itself in due to the severe drought 

and the dwindling water resources. 

At the onset of the current municipal financial year, Stellenbosch Municipality implemented a 

few changes to their water tariffs. The Municipality retained its tariff structure, i.e. a two-part 

tariff with a basic fee and consumption fee. The Municipality increased the number of steps 

for the provision of this service but also the consumption value per step. 

For the 2019/20 financial year, Stellenbosch Municipality has adjusted their tariff structure or 

restriction levels aside from applying the 6.5 per cent increase on the existing tariffs. In addition, 

the Municipality has indicated that they would remain at level 2 restrictions. 

Table 5: Water Tariffs 2017/18 

Source: 2017/18 Tariff list 

Table 6: Water Tariffs 2018/19 

Domestic Normal
20% restriction 

periods

30% restriction 

periods

40% restriction 

periods

0 - 6 kL R5.37 R5.37 R5.37 R5.37

6 -12 kl R8.12 R8.91 R9.71 R10.50

12 -18 kl R13.74 R22.46 R31.18 R39.90

18 - 25 kl R23.54 R39.03 R54.51 R70.00

25 - 40 kl R31.99 R53.58 R75.16 R95.75

40 - 70 kl R50.00 R108.33 R166.67 R225.00

>70 kl R75.00 R155.00 R235.00 R315.00

Domestic Cluster Normal
20% restriction 

periods

30% restriction 

periods

40% restriction 

periods

0 - 6 kl R5.37 R5.37 R5.37 R5.37

6 -12 kl R8.12 R8.91 R9.71 R10.50

12 -18 kl R13.74 R22.46 R31.18 R39.90

18 - 25 kl R23.54 R39.03 R54.51 R70.00

>25 R31.99 R53.58 R75.16 R95.75

2018/19 Water Tariffs

 
Source: 2018/19 Tariff list 

 

Tariffs : Stellenbosch

Drought Tariff

By-law

Water Restrictions Level

Tariff Level 1 Level 2 Level 3 Level 4

Step 1 0 - 6 kl Per kl 4.90 4.90 4.90 4.90

Step 2 7 - 20 kl Per kl 7.06 7.91 8.86 10.00

Step 3 21 - 40 kl Per kl 11.94 14.83 18.42 38.00

Step 4 41 - 60 kl Per kl 18.83 27.70 40.00 100.00

Step 5 61 - 80 kl Per kl 25.59 39.77 185.00 215.00

Step 6 80 kl & > Per kl 40.00 175.00 210.00 250.00

Yes

Yes

5
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Electricity: 

Stellenbosch Municipality applies a two-part tariff structure for electricity; this includes an 

energy charge (consumption per kWh or Amp), and a fixed and capacity charge (basic or 

availability). The Municipality has an Inclining Block Tariff (IBT) approach. Stellenbosch 

Municipality has indicated that the tariff increase for electricity services is 13.8 per cent which 

is higher than the approved municipal guideline of 13.07 per cent. However, Provincial Treasury 

is aware of that the National Energy Regulator of South Africa (NERSA), still had not published 

the municipal tariff guidelines when the Municipality tabled its budget. 

On the 29th March, NERSA published their municipal guidelines for comments. In the 

consultation paper in terms of the calculation, bulk accounts for 74 per cent of the tariff as the 

Municipality’s approval is based on a weighted average. The input variables for the upcoming 

year is: 

 Bulk purchases is 15.631 per cent  

 Consumer price index (CPI) is 5.22 per cent 

 Salary increases – CPI plus 1.5 per cent 

 Repairs & maintenance, capital charges and other cost will increase at CPI 

MG = (BP*BPI) + (S*SI) + (R*RI) + (CC*CCI) + (OC*OCI) 

= (74*0.1563) + (10*0.067) + (6*0.052) + (5*0.052) + (5*0.52) 

=11.566 + 0.67 + 0.312 + 0.26 + 0.26 

=13.07 % 

Cost reflectiveness of Tariffs 

This section will assess the cost reflectiveness of the 4 trading services, i.e. electricity, water, 

sanitation and refuse. According National Treasury, these services should at least be cost 

reflective. In theory, trading services are services which can, in principle, run as separate 

businesses, because tariffs can be set in such a way as to yield a trading surplus. A key feature 

of trading services is that they can be provided by private enterprises. Consumers receive a 

direct quid pro quo for tariffs paid. Water, sanitation, electricity and refuse removal are the 

most important trading services. 

Water and electricity are further classified as economic services. These services are normally 

seen as services which should operate at a surplus. 

For the purpose of this section the revenue of A4 will be used as this is the revenue generated 

from the service less all subsidies provide by the Municipality. In addition to this, A2 provide the 

expenditure information less the National Treasury allocation for each of the trading services 

as it is already exempted on the revenue side. The reasoning behind this theory is that 

theoretically for cost reflectiveness the revenue generated from the service should be able to 

cover the full cost of the service before transfers. This may become crucial going forward given 

the low economic growth, under-collection of tax revenue and shifts in Governments priorities. 

                                                      
1  Eskom standard tariff submission. 

2  MFMA Budget Circular 94 
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Decisions about accepting profits or losses on services can only be made by looking at all 

services together, and ensuring that in balance the Municipality will fully recover costs. Tariff 

revenue losses will be made on some services. These must be balanced against tariff revenue 

profits on other services, as well as other income sources such as assessment rates and 

subsidies. Getting the balance right is one of the most difficult parts of tariff setting. 

From the cost reflectiveness analysis in Table 8, that the trading services in the Municipality are 

making sufficient revenue to cover the cost of providing these services.  It is only sanitation in 

the current financial year that illustrates that the revenue is not sufficient to cover the cost. 

However, the budgeted revenue for sanitation in the 2019/20 financial year seems to recover 

as the Municipality projections shows that the Municipality’s revenue will cover the cost of the 

service by 121 per cent. 

Table 7: Cost Reflectiveness of Trading Services 

2015/16 2016/17 2017/18 2018/19 2019/20

Revenue:

Service charges - electricity revenue 465 608           513 225           523 068           558 984           639 886           

Service charges - water revenue 135 812           159 539           197 306           190 542           201 975           

Service charges - sanitation revenue 71 050             81 352             91 619             97 078             113 503           

Service charges - refuse revenue 38 231             41 059             50 008             61 168             69 225             

Expenditure: 

Energy sources 454 990           410 592           419 364           430 300           450 275           

Water management 106 209           97 703             89 809             136 062           161 896           

Waste water management 107 392           100 535           110 889           139 126           127 649           

Waste management 62 161             58 831             56 599             81 861             88 534             

LGES Allocation:

Electricity 19 032             21 037             23 606             26 235             29 153             

Water 28 680             31 808             36 170             40 323             44 949             

Sanitation 23 120             25 264             28 039             30 784             33 768             

Refuse 19 381             21 178             23 505             25 805             28 307             

Surplus/Deficit

Electricity 29 650             123 670           127 310           154 919           218 764           

Water 58 283             93 645             143 667           94 803             85 027             

Sanitation (13 221)           6 081               8 770               (11 264)           19 623             

Refuse (4 549)             3 406               16 914             5 112               8 998               

% Cost Coverage

Electricity 107% 132% 132% 138% 152%

Water 175% 242% 368% 199% 173%

Sanitation 84% 108% 111% 90% 121%

Refuse 89% 109% 151% 109% 115%

 

3.4.2 Intergovernmental Revenue: 

The division of nationally raised revenue involves a substantial redistribution of resources from 

the wealthiest areas to the lower income communities in the country. Local government 

receives approximately 9.1 per cent of intergovernmental transfers. The combined 

intergovernmental transfers to City of Cape Town include: an unconditional component of the 

transfers, i.e. the equitable share and the conditional component of the transfers, among 

others the urban settlements development grant, public transport network grant. The 

combined intergovernmental transfers to Stellenbosch Municipality include: an unconditional 
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component of the transfers, i.e. the equitable share and the conditional component of the 

transfers, among others the Expanded Public Works Program, Municipality Infrastructure Grant, 

Integrated National Electrification Program. 

Local Government Equitable Share Allocation 

The Basic Services component provides for an allocation for every poor household to enable 

municipalities to fund the cost of free basic services (including maintenance costs).  As the 

new formula utilises an affordability threshold of R2300 household income per month, which is 

based on twice the state Old Age Pension.  A subsidy of R275 per month is allocated for 

providing free basic services to each household below the affordability threshold, defined as 

R2 300 household income per month in 2011. However, the allocation per basket of service for 

indigent support has increased annually based on the increase per service example National 

Treasury based the increase of electricity based on the NERSA approved increase, while 

sanitation and refuse received the upper level of inflation. In the 2018/19 financial year, the 

threshold which has remained the same until this year has been increased to R3 530 per 

household for the 2019/20 financial year. The Municipality will be receiving R408.61 per basket 

of goods for each indigent household. 

The package of free basic services is comprised of energy, water, sanitation and refuse 

removal. The subsidy amount provided is above the national average cost for municipalities 

to provide these services and therefore creates a margin that will enable municipalities with 

above average costs on individual services to have sufficient funds provided through the LGES 

to cover the provision of basic services to poor households.  The Basic Services allocation of 

R408.61 is however based on the efficient provision of trading services, inclusive of the 

10 per cent allocation for maintenance.  National Treasury’s threshold for indigent households 

is R3 530 per household, should the Municipality’s threshold be higher than this, the basket of 

goods provided to all those above this threshold should be funded by the municipal council. 

This is due to municipalities threshold varying from that of National Treasury. Should the 

Municipality be unable to finance these additions, the Municipality is then encouraged to 

review its indigent policy to be able to sustain and finance the operations and maintenance 

of these basic services. 

NERSA’s approval of the Eskom tariff increases was announced after the publication of the 

Division of Revenue Bill and as such there is a discrepancy between the electricity increase 

used in the calculation for the cost of service for the basic component. However, NT has 

advised that municipalities are able to offset the lower allocation for electricity from previous 

years’ allocations. As it has come to light that municipalities have experienced slower growth 

in their population than which has previously been forecasted. 

Stellenbosch Municipality will be receiving the following for the basic component of the LGES 

allocation illustrated in Table 9 below based on the monthly figures 
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Table 8: Free Basic Service Allocations 

Service 
National 

Guidelines 
FBS 

NT 

allocation 

per service 

Total 

allocation for 

basic service 

component 

2016 

Community 

Survey 

data: 

Indigent HH 

Indigent 

HH as per 

Annual 

Report 

Stellenbosch 

Municipality’s 

indigents as 

per A10 

Energy 50 kWh 100 kWh R87.48  R29 152 669 

27 772 6 453 

6 000  

Water 6 kl 6 kl R134.78 R44 948 604 6 000  

Sanitation 15 l/day Free based 

on a 250 m² 

erf; 

R101.32 R33 768 152 6 000  

Refuse 1 collection 

per week 

1 collection 

per week 

R84.94 R28 307 246 6 000  

According to the NT allocation of the formula, based on the revised estimates based on the 

Community Survey findings, Stellenbosch Municipality has 27 772 indigent households which is 

51 per cent of total households in the municipal area. The number of indigent households 

increased from an estimate of 26 786 households in 2018/19 allocation, which is an average 

estimate growth rate of 3.68 per cent per annum. For the 2017 financial year the municipal 

threshold for indigents was R6 000, with 6 4533 households being classified as indigent, which is 

substantially lower than what the Municipality is funded for.  

Opportunities  

The 2017/18 Annual Report highlights that the Stellenbosch Municipality has made progress 

towards achieving the vision of becoming a ‘Valley of Opportunity and Innovation’ within the 

ambit of the values of accountability, transparency, transformation and innovation. 

Given the recent water crisis, the Municipality has developed a comprehensive Water 

Conservation and Water Demand Management strategy, which includes a 10‐year financial 

plan. Relevant initiatives entail the water pipe replacement program, indigent domestic leak 

repair and meter replacement programme, water meter audit and in-house water services 

operation and maintenance. 

The sustainability of electricity provisioning is a potential risk which needs to be carefully 

monitored and mitigated. The extension of the pre-paid electricity meters programme has 

been prioritised. The Municipality has alluded to exploring renewable energy in terms of the 

Annual Report drawing attention to the increased affordability of renewable energy sources – 

the further development of the Municipal Strategic Focus Area 2 (A Green and Sustainable 

Valley) is encouraged. 

3.5 SPATIAL ALIGNMENT, RESPONSIVENESS AND PERFORMANCE  

In general, the 2012 SDF and 2017 amendments did not adequately take the WCBSP into 

consideration and as such there is a need for the current amendment process of the SDF to 

adequately take into account the WCBSP. Prior to the amended SDF being adopted, the 

WCBSP must also be taken into account in evaluating any development proposals. An 

intergovernmental steering committee (IGSC) was established for the compilation of the new 

SDF. CapeNature was invited to the initial engagements but not thereafter. The IGSC 

approach is preferable as it allows for engagements between the various departments and 

                                                      
3  Annual report 2017, pg 234 
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input prior to the compilation of the SDF, as opposed to the cases where a consultant compiles 

the SDF in isolation which is only released for comment after the first draft is already compiled. 

The IGSC also has positive side benefits such as improved inter-governmental co-operation on 

related matters and specific projects. The new SDF is currently within a comment period, 

however CapeNature have not yet had a chance to review the document, but CapeNature 

will submit comment prior to the closing date.  

Areas earmarked for development (non - CBA areas) and Conservation areas (CBAs) must be 

identified in the latest SDF. It is also recommended that the Municipality assign correct spatial 

planning categories (Core 1 and/or the highest conservation priority) to Critical Biodiversity 

Areas (CBAs) and (Core 2) Ecological Support Areas (ESAs) in the SDF review. 

The Municipality is hereby reminded that, as set out in the Circular DEA&DP 0015/2016 which 

dealt with “Integrating the Municipal Spatial Development Framework with the Integrated 

Development Plan”, any amendment to an SDF (including an urban edge amendment) must 

follow an IDP amendment process.  

It is acknowledged that the Municipality has conducted a very thorough process to prepare 

a CEF in line with the draft DCOG guideline. What remains to be done is for the findings and 

conclusions of this exercise to be integrated into the draft MSDF and its report. The DEA&DP is 

willing to assist the Municipality in this regard as this will assist with similar work with other 

municipalities. The inclusion of the CEF along with other final material changes to the MSDF 

report may require that the MSDF be re-advertised for the stipulated period in terms of the 

MSDF being adopted in terms of an amendment to the IDP. It is understood therefore that the 

MSDF adoption will not take place in May 2019. 

3.6 RESPONSIVENESS: MAIN POINTS AND RISKS/FINDINGS 

 Bulk infrastructure development and investment extends basic services to those it has 

not yet reached, as well as ensures that continued quality services can be provided to 

those already receiving them. This has a concomitant effect on the consumer’s 

willingness to pay for services, has the potential to increase the revenue base of the 

Municipality and improves the quality of life of its citizens.  

 The investment in LED and thorough implementation of the municipalities LED strategies 

will have positive externalities for the local economy as well as for the region. 

Collaboration through partnerships between the public and private sector as well as 

academia could enhance the effectiveness of the strategies employed and have a 

greater collective impact on the outcome of the strategies and maximise benefits to 

society. 

 The potential benefits of capital investments in infrastructure are restricted if the assets 

are not properly refurbished and maintained. The renewal, replacement or 

rehabilitation infrastructure on a regular basis is vital to extend its useful life. Currently, 

the required investment in the maintenance of existing infrastructure is more than the 

budgeted allocations. In addition to capital funding issues, the increased roll out of 

infrastructure to eliminate backlogs and to service demographic and economic 

growth also impacts on the Municipality’s operating expenditure budget.  

 The Municipality is again reminded that, as set out in the Circular DEA&DP 0015/2016 

which dealt with “Integrating the Municipal Spatial Development Framework with the 
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Integrated Development Plan”, any amendment to an SDF (including an urban edge 

amendment) must follow an IDP amendment process. 

 Strengthening of monitoring capacity of SCM staff in order to provide consistent 

oversight to end-user departments; and  

 Utilise the procurement as a lever to positively impact socio-economic challenges.  
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SECTION 4: FINANCIAL SUSTAINABILITY 

4.1 REVIEW OF THE PREVIOUS YEAR’S BUDGET 

Part 4.1(1): The Financial Health and Performance – year ended 30 June 2018 

The assessment of the financial health and performance is an integrated process involving 

a review of the Municipality’s audited annual financial statements and audit report using 

selected financial ratios/norms.  The results of the financial ratios/norms are used to support 

financial decisions and to identify factors which may influence the financial stability of the 

Municipality. It is also to enable timely corrective actions where service delivery may be at 

risk. The assessment is according to the selected key financial ratios/norms as per National 

Treasury MFMA Circular No. 71, as submitted by the Municipality.  

The Financial Performance as per the Audited Annual Financial Statements 

Table 9: Financial ratios and norms 

Financial ratios Norms 
2016 

Audited 

2017 

Audited 

2018 

Audited 
Comments 

Asset Management 

1.  Capital Expenditure 

to Total Expenditure 

10 – 20% 21.7% 24.9% 24.4% The ratio has fluctuated over the 

three-year period and exceeds the 

NT norm. This translates to higher 

levels of spending on infrastructure 

and acceleration in service 

delivery, but could also hold 

financial sustainability risks if the 

infrastructure does not include both 

economic (i.e. revenue 

generating) and social type 

infrastructure. 

2.  Repairs and 

Maintenance as a % 

of Property, Plant and 

Equipment, 

Investment Property 

(Carrying Value) 

8% 1.2% 1.2% 0.8% The ratio results appear to have 

deteriorated over the three-year 

period, and have remained 

significantly below the National 

Treasury norm.  This indicates that 

insufficient expenditure is being 

incurred on repairs and 

maintenance to the extent that it 

could impact on the useful lives of 

assets resulting in impairment of 

assets. The Municipality is urged to 

monitor the repairs and 

maintenance of assets and align to 

the NT norm. 

Debtors Management 

3.  Bad Debts Written-off 

as % of Provision for 

Bad Debt 

100% 37.8% 53.4% 23.2% The ratio results have fluctuated 

over the three-year period, and 

have remained below the National 

Treasury norm.  The NT norm 

requires bad debts provided for in 

the prior year to be written off in 

the following year. The Municipality 

is urged to align its accounting 

processes with the NT norm.   
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Financial ratios Norms 
2016 

Audited 

2017 

Audited 

2018 

Audited 
Comments 

4.  Net debtors days   ≤ 30 

days 

42 days 38 days 35 days The ratio results have improved 

over the three-year period; 

however, they remain outside the 

National Treasury norm. The 

improvement is noted and vigorous 

application of credit policies would 

see a further improvement and 

alignment to the NT norm. 

5.  Collection Rate 95% 90.1% 85.1% 91.9% The ratio has remained outside the 

National Treasury norm for the 

review period. Credit control of the 

Municipality requires attention and 

corrective measures should be 

implemented to achieve the NT 

norm. 

Liability Management 

6.  Capital Cost (Interest 

Paid and 

Redemption) as a % 

of Total Operating 

Expenditure 

6 – 8% 2.5% 2.4% 2.4% The ratio results are well within the 

NT norm indicating the Municipality 

having capacity to service 

additional debt. 

7.  Debt (Total 

Borrowings)/Revenue 

<45% 14.0% 12.4% 11.3% The ratio results are significantly 

below the National Treasury norm.  

the Municipality has sufficient 

capacity to assume additional 

debt, also factoring in the results of 

the ratio above. An optimal 

funding mix should be determined 

by the Municipality to leverage off 

its strong financial position.  

Efficiency Management 

8.  Net Operating Surplus 

Margin  

≥ 0% 21.7% 14.2% 13.2% The ratio has deteriorated over the 

three-year period, but has 

remained within the National 

Treasury norm. the Municipality is 

generating significant surpluses 

which increases its reserves. This is 

underpinned by significant under-

expenditure. This appears to have 

been factored into the budget, 

which still forecasts surpluses. 

Surplus could be utilised to 

contribute towards its capital 

funding requirements. 

Revenue Management 

9.  Revenue Growth (%) - 

Excluding capital 

grants 

= CPI 

CPI 

19.6% 

6.4% 

-0.1% 

5.3% 

12.4% 

4.7% 

The ratio results have fluctuated 

over the three-year period. The 

2018 ratio result exceeds the CPI 

rate, and is indicative of real 

growth. 

Expenditure Management 

10.  Creditors Payment 

Period (Trade 

Creditors) 

30 days 53 days 66 days 57 days The ratio results have remained 

outside the National Treasury norm. 
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Financial ratios Norms 
2016 

Audited 

2017 

Audited 

2018 

Audited 
Comments 

11.  Irregular, Fruitless and 

Wasteful and 

Unauthorised 

Expenditure / Total 

Operating 

Expenditure  

0% 1.4% 0.2% 2.2% The ratio has remained outside the 

National Treasury norm. It is critical 

that the underlying causes are 

determined and processes be put 

in place to address these instances. 

12.  Contracted Services 

% of Total Operating 

Expenditure 

2 – 5% 3.9% 11.3% 9.1% The ratio results have fluctuated 

over the three-year period, and 

have remained outside the 

National Treasury norm. It is critical 

for the Municipality to analyse this 

expensed to determine how the NT 

norm can be achieved. 

Grant Dependency 

13.  Own Source Revenue 

to Total Operating 

Revenue (Including 

Agency Revenue) 

N/A 90.5% 98.8% 91.0% The ratio reflects the municipalities 

efforts towards self-sufficiency, 

which is influenced by transfers and 

subsidies.  

Budget Implementation 

14.  Capital Expenditure 

Budget 

Implementation 

Indicator 

95 -100% 79.6% 85% 86.8% The ratio results have remained 

below the norm.  This indicates that 

the Municipality may have 

challenges in implementation of 

capital projects. Underlying causes 

must be analysed and factored 

into the budget. 

15.  Operating 

Expenditure Budget 

Implementation 

Indicator 

95 – 100% 98.0% 90.7% 85.5% The ratio results have deteriorated 

over the three-year period, and are 

outside the norm. This is the result of 

significant under-expenditure, 

which the Municipality should note 

when finalising the budget. 

Summary and recommendations 

 The ratios reflect that municipality is not investing sufficiently on repairs and 

maintenance of assets, which could impact on the useful lives of assets. 

 Irregular expenditure has spiked and controls must be put in place to ensure underlying 

causes are addressed. 

 Debtors management can be improved as per the findings above. 

 The Municipality is urged to consider the benefits of gearing given the strength of its 

financial position. 

 Budget implementation strategies must be focussed on the achieve budgets and 

deviations should be factored into the budget. 
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4.2 REVIEW OF THE NEW (2019/20) MTREF  

4.2.1 Expected Outcome for Current Financial Year 

Table 10: Audited and Budget Performance of the Municipality from 2016/17 – 2018/19 

 

Source: 2019/20 MTREF Budget and 2016/17 and 2017/18 Annual Financial Statements 

Findings: 

In aggregate the Municipality performed well with the implementation of the operating 

budget for the audited years however underperformances are noted for transfers recognised 

and with fiscal constraints to persisting it raises risks of retention and or reduction of grant 

allocations. 

The operating expenditure in aggregate for 2017/18 reflected underperformances of 

14.5 per cent which is below the national budget norm of 95 per cent and the major 

underspending was due to the following expenditure items: 

 employee related cost (R50.31 million or 10.2%) and in the current year the Municipality 

adjusted the budget by R17.81 million.   

Description

R thousands
Adjusted 

Budget

Audited 

Outcome
Difference Diff %

Adjusted 

Budget

Audited 

Outcome
Difference Diff %

Original 

Budget

Adjusted 

Budget
Difference Diff %

Financial Performance

Property rates 288 275        290 028          1 753              0.6% 313 011          309 989          (3 022)             -1.0% 329 307           344 307           15 000             4.6%

Service charges 725 721        795 176          69 456            9.6% 841 408          862 001          20 594            2.4% 937 772           907 772           (30 000)           -3.2%

Investment revenue 45 377          56 219            10 841            23.9% 48 999            55 110            6 111              12.5% 45 501             45 501             –                    0.0%

Transfers recognised - operational 140 154        122 568          (17 586)           -12.5% 143 935          133 057          (10 878)           -7.6% 144 700           164 974           20 274             14.0%

Other own revenue 162 567        163 504          937                 0.6% 170 187          172 278          2 092              1.2% 172 266           169 766           (2 500)             -1.5%

Total Revenue (excluding capital transfers and 

contributions)

1 362 094     1 427 495       65 401            4.8% 1 517 539       1 532 435       14 897            1.0% 1 629 546        1 632 320        2 774               0.2%

Employee costs 406 478        409 575          3 097              0.8% 494 889          444 579          (50 310)           -10.2% 566 808           548 997           (17 811)           -3.1%

Remuneration of councillors 17 027          16 094            (932)                -5.5% 17 462            17 308            (154)                -0.9% 18 693             18 823             130                  0.7%

Depreciation & asset impairment 165 200        149 139          (16 060)           -9.7% 195 881          157 550          (38 331)           -19.6% 198 819           198 819           –                    0.0%

Finance charges 20 222          19 627            (595)                -2.9% 18 077            18 775            699                 3.9% 26 477             20 477             (6 000)             -22.7%

Materials and bulk purchases 344 317        347 828          3 511              1.0% 385 607          329 682          (55 925)           -14.5% 415 190           415 890           700                  0.2%

Transfers and grants 8 375            6 933              (1 442)             -17.2% 6 314              6 261              (53)                  -0.8% 9 102               9 102               –                    0.0%

Other expenditure 489 228        365 516          (123 712)         -25.3% 457 027          372 180          (84 847)           -18.6% 481 242           506 997           25 755             5.4%

Total Expenditure 1 450 845     1 314 712       (136 133)         -9.4% 1 575 255       1 346 334       (228 921)         -14.5% 1 716 330        1 719 104        2 774               0.2%

Surplus/(Deficit) (88 752)         112 783          201 534          -227.1% (57 717)           186 101          243 818          -422.4% (86 784)           (86 784)           0                      0.0%

Transfers recognised - capital 128 401        105 184          (23 217)           -18.1% 98 513            77 477            (21 036)           -21.4% 91 804             106 074           14 270             15.5%

Contributions recognised - capital & contributed assets –                 –                   –                   –                   –                   –                   –                    –                    –                    

Surplus/(Deficit) after capital transfers & 

contributions

39 650          217 967          178 317          449.7% 40 797            263 579          222 782          546.1% 5 020               19 290             14 270             284.3%

Share of surplus/ (deficit) of associate –                 –                   –                   –                   –                   –                    –                    

Surplus/(Deficit) for the year 39 650          217 967          178 317          449.7% 40 797            263 579          222 782          546.1% 5 020               19 290             14 270             284.3%

–                   

Capital expenditure & funds sources –                   

Capital expenditure 482 580        410 203          (72 377)           -15.0% 499 855          433 682          (66 173)           -13.2% 528 041           563 550           35 509             6.7%

Transfers recognised - capital 118 377        87 452            (30 925)           -26.1% 92 661            80 137            (12 523)           -13.5% 91 804             106 074           14 270             15.5%

Public contributions & donations 13 174          6 876              (6 298)             -47.8% 8 414              280                 (8 134)             -96.7% –                    –                    

Borrowing –                 4 581              4 581              0.0% –                   –                   –                   0.0% 160 000           160 000           –                    0.0%

Internally generated funds 351 029        311 294          (39 735)           -11.3% 398 781          353 265          (45 516)           -11.4% 276 237           297 476           21 239             7.7%

Total sources of capital funds 482 580        410 203          (72 377)           -15.0% 499 855          433 682          (66 173)           -13.2% 528 041           563 550           35 509             6.7%

2016/17 2017/18 2018/19
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 depreciation (R38.33 million or 19.6 %) as well as other expenditure (R84.85 million or 

18.6 %). Although depreciation is a non-cash item, this expenditure item is a 

measurement of the rate of asset consumption and important element of the lifecycle 

asset management and hence should be based on an updated, GRAP compliant and 

complete asset register. 

The spending of the capital budget remains a concern even though in the 2017/18 financial 

year it improved slightly in comparison to the 2016/17 financial period as the Municipality 

achieved an underspending of 13.2 per cent or R66.17 million in the audited outcome of the 

2017/18 financial year.  

In view of the above findings it is recommended that the Municipality consider current and 

past spending trends which set the baseline and therefor have an impact on future budgetary 

provisions. 

4.2.2 Expected Outcome of the NEW MTREF Budget 

Table 11: Budget overview 

Description
2015/16 2016/17 2017/18

R thousands
Audited 

Outcome

Audited 

Outcome

Audited 

Outcome

Original 

Budget

Adjusted 

Budget

Budget Year 

2019/20

Budget Year 

+1 2020/21

Budget Year 

+2 2021/22

Total Revenue (excluding capital transfers and contributions)
1 309 606       1 427 495       1 532 435       1 629 546       1 632 320       1 778 647       1 899 207       2 025 525       

Total Expenditure 1 259 761       1 314 712       1 346 334       1 716 330       1 719 104       1 808 247       1 925 262       2 048 352       

Surplus/(Deficit) 49 845            112 783          186 101          (86 784)           (86 784)           (29 600)           (26 055)           (22 827)           

Depreciation & asset impairment 149 552          149 139          157 550          198 819          198 819          206 956          215 430          224 255          

Capital expenditure & funds sources

Capital expenditure 348 019          410 203          433 682          528 041          563 550          553 562          413 093          425 913          

Transfers recognised - capital
103 326          87 452            80 137            91 804            106 074          191 088          91 448            96 699            

Public contributions & donations –                   6 876              280                 –                   –                   –                   –                   –                   

Borrowing 42 566            4 581              –                   160 000          160 000          160 000          120 000          100 000          

Internally generated funds 202 127          311 294          353 265          276 237          297 476          202 474          201 645          229 214          

Total sources of capital funds 348 019          410 203          433 682          528 041          563 550          553 562          413 093          425 913          

Cash flows

Cash/cash equivalents at the year end 128 187          299 431          23 062            423 733          433 363          374 833          366 653          342 347          

Current Year 2018/19
2019/20 Medium Term Revenue & Expenditure 

Framework

Source: 2019/20 MTREF Budget 

Findings and Recommendations 

The Municipality has tabled a deficit budget that is improving over the MTREF and it should be 

noted that it is not an indication that the budget is unfunded. The deficit is mainly caused by 

non-cash expenditure item namely depreciation which is partly cash-backed. 

Deprecation is a proxy for the measurement of the rate of asset consumption and although a 

non-cash item it should still be factored into tariff setting and revenue projection in order to 

replace, renew or upgrade infrastructure when the useful life thereof has been exhausted.   
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In view of slow economic growth, increase service demands, a weakened economic outlook 

that will exert pressure on disposable income of consumers, climate change as well as fiscal 

constraints to persist over the medium term the Municipality is urged to continue to apply fiscal 

discipline and practice prudent financial management in order to ensure long term financial 

sustainability and maximum citizen impact. 

The expansion of the revenue base should be a key financial lever in the long term financial 

plan as the Municipality is already increasing all the main services and property rates above 

inflation to recoup costs which could lead to the municipal bill eventually becoming 

unaffordable over an extended period of high increases. 

Review of the Budget Assumptions 

Purpose: The assessment is based on the budget assumptions as per page 67-68 of the budget 

document of the Municipality. The budget assumptions are reviewed for completeness, 

credibility and reasonableness as it forms the basis upon which the new MTREF is prepared. 

Table 12: Budget Assumptions 

No. Description of the Budget Assumptions 

1. The forecasted CPIX is estimated at 5.2% for 2019/20, 5.4% for 2020/21 and 5.4% for the 2021/22 

financial years. 

2. The 2019/20 budget was prepared on a projected collection rate of 96 per cent of annual billing.  

3. The following principles and tariff increases, based on the cost reflectiveness of the tariffs are 

proposed: 

 Property Rates = 6.5%. 

 Electricity = 13.8% (with a free 50 kWh per month to indigent households only, to be taken 

from the Equitable share). 

 Water = 6.5% (with 6 kilolitres plus the basic levy for water free of charge to indigent 

households).  

 Refuse = 16.5% (free for indigent households) 

 Wastewater = 6 (free for indigent households) 

4. Cost containment measures were provided for in the budget documentation.  

5. Employment related costs for the entire MTREF period were budgeted at an annual increase of 

7% (exclusive of annual notch increases). The notch increment is budgeted at 2.4% over the 

MTREF.  

6. Bulk electricity purchases are projected to increase by 15.6% and Bulk water purchases are 

projected to increase by 8% in the 2019/20. 

7. Debtors’ revenue is assumed to increase at a rate that is influenced by the consumer debtors’ 

collection rate, tariff/rate pricing, real growth rate, household growth rate and the poor 

household change rate. 

8. The five strategic objectives the budget are linked to are as follow: 

 Valley of possibility; 

 Green and sustainable Valley; 

 Safe Valley;  

 Dignified Living 

 Good Governance and Compliance. 
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Findings and Recommendations: 

The overall budget assumptions are credible, reasonable and aligned to National Treasury 

guidelines however the following needs to be considered with the finalisation of the annual 

budget for adoption: 

 The budget implication of the major future events like transit orientated development 

and the required capital outlay, growth potential, service demands on existing 

infrastructure, water requirements and population growth linked thereto must be 

factored into the budget planning. 

 The Municipality should consider as a prudent measure to adjust the collection rate of 

water in view of the above inflationary tariff increases and the upward trajectory of 

long outstanding debtors and low year-to-date collection rate. 

 In view of a restraint economic and fiscal outlook that framed the budget context and 

parameters of the Municipality a key consideration is to move towards a Whole of 

Society approach (WoSA) which enable the strengthening of coordination among key 

stakeholders including communities, business, intergovernmental organisations to 

achieve strategic and social economic goals. The utilsation of the budget is a key 

mechanism to consolidate for maximum citizen impact. 

4.2.3 Adequacy of Revenue Management Framework 

Table 13: Operating Revenue Budget 

Description
2015/16 2016/17 2017/18

R thousand
Audited 

Outcome

Audited 

Outcome

Audited 

Outcome

Original 

Budget

Adjusted 

Budget

Full Year 

Forecast

Budget Year 

2019/20

Budget Year 

+1 2020/21

Budget Year 

+2 2021/22

Revenue By Source

Property Rates 270 379            290 028            309 989            329 307            344 307             344 307            356 122            382 456            408 452             

Service charges - electricity revenue 465 608            513 225            523 068            548 984            558 984             558 984            639 886            692 917            749 031             

Service charges - water revenue 135 812            159 539            197 306            225 542            190 542             190 542            201 975            217 103            231 085             

Service charges - sanitation revenue 71 050              81 352              91 619              107 078            97 078               97 078              113 503            122 278            130 586             

Service charges - refuse revenue 38 231              41 059              50 008              56 168              61 168               61 168              69 225              77 147              84 762               

Service charges - other –                      –                      –                      –                      –                       –                      –                      –                      –                       

Rental of facilities and equipment 18 599              16 906              14 992              17 766              17 766               17 766              18 831              19 961              21 159               

Interest earned - external investments 49 713              56 219              55 110              45 501              45 501               45 501              44 171              36 730              36 330               

Interest earned - outstanding debtors 5 714                6 451                6 849                10 576              10 576               10 576              11 270              12 096              12 983               

Dividends received –                      –                      –                      –                      –                       –                      –                      –                      –                       

Fines 92 604              102 817            114 767            102 132            102 132             102 132            108 260            113 673            119 357             

Licences and permits 4 210                5 735                6 571                5 092                5 092                 5 092                5 398                5 722                6 065                 

Agency services 5 576                6 400                2 365                2 690                2 690                 2 690                2 852                3 023                3 204                 

T ransfers recognised - operational 124 849            122 568            133 057            144 700            164 974             164 974            172 339            179 316            183 641             

Other revenue 27 262              25 195              26 734              34 009              31 509               31 509              34 815              36 784              38 871               

Gains on disposal of PPE –                      –                      –                      –                      –                       –                      –                      –                      –                       

Total Revenue (excluding capital transfers and 

contributions)
1 309 606        1 427 495        1 532 435        1 629 546        1 632 320         1 632 320        1 778 647        1 899 207        2 025 525         

Current Year 2018/19
2019/20 Medium Term Revenue & 

Expenditure Framework

 

Source: 2019/20 MTREF Budget 

The Municipality budgeted for an increase in operating revenue of 9 per cent which indicate 

real growth after discounted with inflation. Stellenbosch is highly dependent on revenue 

generated from service charges and property rates which amounts to 77.6 per cent of total 

operating revenue of which electricity (36%), property rates (20%) and water (11.4%) are the 

major sources. Although service charges indicate real growth from the previous financial year 
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it should be noted that pressure will be exerted on surplus margins due to bulk price pressures 

and a decline in consumption by consumers.  

Property Rates revenue has been increased by 3.4 per cent with a tariff increase of 6.5 per cent 

indicating a decline in the rates revenue base in real terms after discounted for inflation. This is 

supported by the budget Schedules (SA12(a) and SA12(b)) indicating no increase in terms of 

the number of properties and the market value thereof from the current year and the 2019/20 

budget year. As per the guidance of MFMA Circular 89 the budget narrative should outline 

the basis for the increase of rates tariff and rates base and how it aligns to revenue forecasts. 

MFMA Circular 93 requires municipalities to submit a copy of the approved current and 

supplementary General valuation roll in support of realistically anticipated property rates 

revenue projections. 

Electricity revenue will be increasing by 10.3 per cent on average over the MTREF and the tariff 

increase for 2019/20 will amount to 13.8 per cent.  

In view of declining consumption patterns due to amongst other price pressures caused by 

well above inflationary bulk purchase increases which cannot be fully transferred to the 

consumer, load shedding further compounded by a weak GDP and the expansion of the 

green energy utilisation and rapid emerging of renewable energy technology, will impact 

surplus margins adversely. Therefore, the sustainability of the service over the medium to long 

term should be monitored and incorporated as an integral element of the long term funding 

model as energy security has been identified as a catalytically intervention for sustainable 

development. 

The distribution losses amount to 5.7 per cent in the most recent audit outcome which is below 

the national norm of between 7 and 10 per cent. Notwithstanding that the reported distribution 

losses is below the norm the value thereof is material hence it would be recommended that 

the Municipality put measures in place as part of the overall repairs and maintenance strategy 

to prevent any increases in further losses. 

Water amounts to 11.4 per cent on average over the 2019/20 MTREF as a component in the 

operating revenue budget and increased year-on-year by 6 per cent which indicates a 

nominal real growth. The projected tariff increase of 6.5 per cent is above the upper limit of 

inflation. The inflated tariff increase is designed to cater for current and future replacement or 

refurbishment of basic water infrastructure.  

For the current year the Municipality adjusted the water revenue budget downwards by a 

significant amount of R35 million which is mainly due to the implementation of restriction tariffs. 

The impact of the drought on water revenue lead to a reduction in demand in response to 

price elasticity and research shows that 90 per cent of businesses reported water saving 

actions have been implemented or planned. The risk of inadequate water supply and 

restriction tariffs may have permanently affected demand of especially water intensive 

industries and high consumption household which could result that after the lifting of restriction 

it will not necessary mean that consumers will go back to pre-drought consumption levels. 

Therefor the revenue projections are under pressure as a result of lower demand becoming 

the new norm hence the Municipality is urged to continue to apply fiscal discipline and tariff 

modelling linked to the long term financial plan is crucial in realising the desired levels of 

revenue as consolidation are needed for maximum citizen impact. 
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Water losses amounted to 21.7% for 2016/17and 21.6% for the 2017/18 audit outcomes which 

is high against the backdrop of a decline in demand and revenue due to the prolonged effect 

of the drought this is an area that can assist the Municipality with addressing the sustainability 

of the service over the long term if managed effectively through appropriate strategies which 

might include reticulation leak repair, proactively planning of repairs and maintenance.  The 

outstanding debt for water as at 28 February 2019 is currently the largest out of all the trading 

services accounting for 36.4 per cent of the total outstanding debt balance however of 

concern is the upward trajectory of the long overdue debtors (over 90 days) which increase 

by 9.8 per cent year-on-year. The current collection rate for the same period is less than 

75 per cent due to restrictive tariffs therefore the Municipality must stringently apply its Credit 

Control and debt collection strategy and consider implementing water management devices 

to curb the upward spiralling of long outstanding debt. 

The sewerage revenue amounts to 6.4 per cent on average over the 2019/20 MTREF in relation 

to the total operating revenue budget and shows an increase of 16.9 per cent resulting in 

positive real growth. The tariff increase of 6.0 per cent is above the CPIX projection. Sanitation 

services is classified as an economical service and currently the service does not break even, 

which therefore necessitates the above inflation tariff increase to be implemented in working 

towards a surplus being achieved to ensure the service is delivered in a sustainable manner.  

Waste management amounts to 4 per cent on average over the MTREF of the operating 

budget and is projected to increase by 13.2 per cent.  

The Municipality increased the waste management tariff by 16.5 per cent over 2019/20 budget 

year which is well above the CPIX projection of 5.2 per cent however the tariff does not lend 

itself to the financing of the expansion of the landfill site. The municipal is experiencing 

challenges in terms of landfill sites reaching capacity. Therefore, it is recommended in order to 

achieve sustainability over the medium to long term that the Municipality must continue with 

its strategic plan to move towards integrated waste management which will increase the 

recovery of waste material and thereby save municipal landfill airspace, promote the waste 

economy, reduce the environmental impacts of waste management and create jobs. It is 

recommended that a balance be strike by the Municipality between competing goals of the 

affordability, economic growth, the environment and the financial sustainability of the service 

over the medium to long term.  

The Municipality is self-supporting with no significant reliance (9.7%) on operating grants and 

subsidies to fund its daily operations. However, for the 2017/18 financial year the Municipality 

reported underspending on some conditional grants which raises the risk of retention and or 

reduction of grant allocations hence the Municipality is recommended to put control 

measures in place to ensure full spending of grants and subsidies.  
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4.2.4 Adequacy of Expenditure Management Framework 

Table 14: Operating Expenditure 

Description
Ref 2015/16 2016/17 2017/18

R thousand 1
Audited 

Outcome

Audited 

Outcome

Audited 

Outcome

Original 

Budget

Adjusted 

Budget

Full Year 

Forecast

Budget Year 

2019/20

Budget Year 

+1 2020/21

Budget Year 

+2 2021/22

Employee related costs 2 367 463           409 575           444 579           566 808           548 997           548 997           603 268           628 564           665 252           

Remuneration of councillors 15 844             16 094             17 308             18 693             18 823             18 823             19 936             21 115             22 363             

Debt impairment 3 83 277             82 169             47 971             90 629             90 629             90 629             72 067             76 391             80 975             

Depreciation & asset impairment 2 149 552           149 139           157 550           198 819           198 819           198 819           206 956           215 430           224 255           

Finance charges 20 391             19 627             18 775             26 477             20 477             20 477             39 877             54 668             66 655             

Bulk purchases 2 324 777           347 828           329 682           383 282           383 282           383 282           406 458           441 586           479 627           

Other materials 8 –                    –                    –                    31 909             32 609             32 609             34 990             36 919             39 020             

Contracted services 49 621             149 158           123 010           220 297           251 074           251 074           237 957           251 947           254 544           

Transfers and subsidies 6 216               6 933               6 261               9 102               9 102               9 102               10 049             10 628             11 242             

Other expenditure 4, 5 242 620           134 189           201 199           170 316           165 293           165 293           176 689           188 014           204 417           

Loss on disposal of PPE –                    –                    –                    –                    –                    –                    –                    –                    –                    

Total Expenditure 1 259 761        1 314 712        1 346 334        1 716 330        1 719 104        1 719 104        1 808 247        1 925 262        2 048 352        

2019/20 Medium Term Revenue & Expenditure 

Framework
Current Year 2018/19

 
 

Source: 2019/20 MTREF Budget 

The operating expenditure in aggregate is expected to grow by 6 per cent on average over 

the 2019/20 MTREF and Employee related costs (32.8%), bulk purchases (22.9%) and debt 

impairment (11.5%) are the main expenditure drivers. 

 
Source: MTREF 2019/20 Budget 

Employee related costs amount to 33.4 per cent of the operating budget in aggregate, and 

an increase of 9.9 per cent is recorded year-on-year which is above inflation and therefore will 

exert pressure on available resources. The wage bill is within National norms of 25 - 40 per cent 

as per MFMA Circular 71 however is edging towards the upper boundary of the norm.  

In view of the current revenue projections and economic outlook, the Municipality is hereby 

encouraged to monitor employee related costs closely to ensure the expenditure item is within 

the affordable limits as increases should correspond with adequate revenue provisions as to 

not adversely impact the financial health of the Municipality. A key consideration is the 

prioritising of only critical vacancies, avoid excessive overtime and optimising existing staff 

complement by limiting use of consultants. 
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Finance charges show an average increase of 51.3 per cent over the MTREF and a 

year-on-year increase of 94.7 per cent between the 2018/19 and 2019/20 budget period. Total 

new borrowings to be taken up over the MTREF amount to R380 million which is needed for 

investment in income generating infrastructure. The Municipality provided for the maximum 

draw down however historical trends show that the Municipality delay drawing down on 

borrowings as the 2018/19 cash flow show no actual borrowing receipts for the month ending 

February 2019 and adjusted the finance charges budget downwards in the main adjustment 

budget. For the 2017/18 and 2016/17 financial years the Municipality has not taken up 

budgeted borrowings yet made provisions in the original budget for finance costs which had 

an upward pressure on tariffs. Therefore, it is recommended that the Municipality align 

calculation for finance charges on historical trends and cash projections as it can have an 

impact on the credibility of the operating budget. 

Bulk purchases amount to 22.9 per cent of the operating budget in aggregate and show a 

year-on-year increase of 6 per cent. The pricing of bulk purchases is set externally however It 

is recommended that the Municipality be mindful of both electricity and water distribution 

losses and the impact it has on bulk purchases by ensuring adequate maintenance distribution 

infrastructure as well as putting control measures in place in terms of illegal connections and 

own municipal consumption of electricity and water. 

Contracted services amount to R231.97 million and constitute an average of 12.9 per cent of 

operating expenditure which is above the NT norm of 2 - 5 per cent. Services outsourced 

amount to R77.47 million in 2019/20 and consultants and professional service R30.86 million for 

the same period.  Provincial Treasury takes note of the efforts employed by the Municipality as 

set out in the budget documentation to bring down contractors cost such as building capacity 

in-house in terms of legal services and a drive to fill critical vacancies. 

However, against the backdrop of employee related cost being the main cost driver, it would 

be recommended depending on the service delivery model, that the Municipality weigh the 

cost benefit of building capacity in-house versus the increasing budget allocation to the 

outsourcing of certain functions to contractors, when reviewing the employee strategy in the 

long term financial plan to avoid ongoing reliance on contractors. 

Depreciation and asset impairment constitute an average of 11.2 per cent of operating 

expenditure. The asset base of the Municipality has increased by 5.3 per cent from 2018/19 to 

2019/20, however depreciation has been increased by 4.1 per cent. In the most recent audit 

outcomes the Municipality showed significant underspending for this line item and although 

not a cash item it is considered a proxy for consumption of assets and should be considered 

with the setting of tariffs. It is therefore important that the Municipality sets realistic estimates 

for depreciation during the initial budget process which are based on the latest financial 

information available in the asset register and cognisance must be taken of current work-in-

progress capital that will be commissioned and planned capital expenditure.  

Repairs and maintenance as a percentage of the book value of property plant and 

equipment amounts to an average of 1.7 per cent over the MTREF which is well below the  

8 per cent as recommended by National Treasury.  

In terms of circular 55 the Municipality must provide a detail explanation on assurance that the 

budgeted amount is adequate to secure ongoing health of the Municipality’s infrastructure, if 

repairs and maintenance is below the national norm of 8 per cent. It is recommended that the 

motivation should include a risk based maintenance strategy or system to proactively maintain 
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at the least critical service delivery infrastructure and in order to identify and prevent repeat 

or systemic failures, especially those that can result in high cost and or impact on core service 

delivery. An integrated asset management strategy is imperative and repairs and 

maintenance need to be prioritise in order to achieve service delivery objectives and prevent 

costly deterioration of the condition of infrastructure. 

4.2.5 Adequacy of Capital Budget 

Table 15: Capital Budget 

Vote Description
2015/16 2016/17 2017/18

R thousand
Audited 

Outcome

Audited 

Outcome

Audited 

Outcome

Original 

Budget

Adjusted 

Budget

Full Year 

Forecast

Budget Year 

2019/20

Budget Year 

+1 2020/21

Budget Year 

+2 2021/22

Capital Expenditure - Functional

Governance and administration 14 590         43 259         10 770         21 165         23 872         23 872         105 835        28 940         29 240         

Ex ecutiv e and council 36               37               33               2 915           2 965           2 965           35               40               40               

Finance and administration 1 289           528              10 738         18 250         20 907         20 907         105 800        28 900         29 200         

Internal audit 13 266         42 694         –               –               –               –               –               –               

Community and public safety 31 903         29 035         73 699         113 981        121 573        121 573        61 300         26 677         26 909         

Community  and social serv ices 1 845           1 963           17 739         6 134           6 901           6 901           2 880           1 525           1 205           

Sport and recreation 6 701           6 395           10 987         7 925           10 859         10 859         30 550         6 950           4 350           

Public safety 943              3 290           8 638           17 650         6 950           6 950           27 840         18 170         21 320         

Housing 22 414         17 387         36 336         82 272         96 862         96 862         30               32               34               

Health –               –               –               –               –               –               –               –               

Economic and environmental services 38 072         48 608         78 444         89 055         97 594         97 594         127 952        73 597         65 369         

Planning and dev elopment 1 315           1 059           4 672           18 780         19 418         19 418         50 332         42 747         44 519         

Road transport 34 651         46 053         72 092         68 025         75 926         75 926         77 620         30 850         20 850         

Env ironmental protection 2 106           1 495           1 679           2 250           2 250           2 250           –               –               –               

Trading services 263 406        287 826        269 391        303 820        320 492        320 492        258 475        283 879        304 395        

Energy  sources 36 721         43 024         53 473         84 900         80 114         80 114         27 340         28 200         24 950         

Water management 60 139         51 625         125 642        66 850         74 405         74 405         80 000         113 500        132 750        

Waste w ater management 163 926        180 818        82 201         140 585        150 919        150 919        114 400        113 234        112 350        

Waste management 2 620           12 360         8 075           11 485         15 054         15 054         36 735         28 945         34 345         

Other 48               1 474           1 379           20               20               20               –               –               –               

Total Capital Expenditure - Functional 348 019        410 203        433 682        528 041        563 550        563 550        553 562        413 093        425 913        

Funded by:

National Gov ernment 86 977         74 883         55 942         40 107         40 107         40 107         62 526         45 636         49 309         

Prov incial Gov ernment 16 349         11 963         24 195         51 697         65 967         65 967         78 562         28 312         29 890         

District Municipality –               –               –               –               –               –               –               

Other transfers and grants –               607              –               –               50 000         17 500         17 500         

Transfers recognised - capital 103 326        87 452         80 137         91 804         106 074        106 074        191 088        91 448         96 699         

Public contributions & donations –               6 876           280              –               –               –               –               –               

Borrowing 42 566         4 581           160 000        160 000        160 000        160 000        120 000        100 000        

Internally generated funds 202 127        311 294        353 265        276 237        297 476        297 476        202 474        201 645        229 214        

Total Capital Funding 348 019        410 203        433 682        528 041        563 550        563 550        553 562        413 093        425 913        

2019/20 Medium Term Revenue & 

Expenditure Framework
Current Year 2018/19

 
 

Source: MTREF 2019/20 Budget 

Current capital spending amounts to 34.1 per cent (2017/18: 23.4%) of the adjustment budget 

which is in line with previous years’ trends that spike during the last quarter of the financial year. 

The Municipality achieved an average capital spending of 85.8 per cent over the last four (4) 

financial years with the lowest percentage of 80 per cent being achieved in 2015/16 budget 

year.  

Capital spending remains a risk for Stellenbosch and has a spill-over effect on the long term 

capital funding model and the Municipality is encouraged to continuously monitor the 

implementation of strategies to address the management of the capital budget including 

applying project management principles. 

The Municipality have budgeted for three projects namely that exceed R50 million namely: 

 New Reservoir: Polkadraai: R50 million; 

 Upgrade of the Waste Water Treatment Works: Pniel and decommissioning of 

Franschhoek: R134.68 million; and 

 Bulk Sewer Outfall: Jamestown: R66 million. 
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It is recommended that the Municipality consider that in terms of MFMA Section 19 and 

Municipal Budget Reporting (MBRR) Regulations 13, projects above a prescribed value set at 

R50 million, must be approved individually by Council. Council must consider and approve the 

total cost of the project covering all the financial years including the future operational costs 

and revenue and also the impact on tariffs, individually for these projects and not part of a 

consolidated capital program. This will aid the Municipality in avoiding audit findings. Due to 

nature and the financial implication of these projects it is further advised that the Municipality 

strictly apply project and contract management principles to avoid escalation of costs due to 

delays and scope creeping. 

Figure 1: Single year projects vs multi-year projects    

 

The Municipality does incorporate Section 16(3) of the 

MFMA into the budgeting process, which allows a 

municipality to appropriate large capital budgets for 

three financial years. Thus enabling municipalities to 

improve planning and initiate procurement processes 

earlier for capital projects in the two outer years of the 

MTREF.  

Figure 2: Renewal assets and Upgrading assets  

 

Source:  Budget Funding Assessment Tool 

Stellenbosch allocate on average 38.6 per cent of the 

capital budget towards renewal and upgrading of 

existing assets which is marginally below the national 

guideline of 40 per cent. This measurement is important as 

it indicates the adequacy of the apportionment of the 

capital budget, purposed to secure the ongoing health 

of existing infrastructure.  

In addition to the low levels of renewing and upgrading 

of assets, the Municipality further reported in budget 

related documentation the deterioration and ageing of 

infrastructure which coupled with the low levels of repairs 

and maintenance over the MTREF raises the possible risk 

in terms of the safeguarding of the asset base. 

Figure 3: Capital budget functional classification 

 

Trading services constitute 46.7 per cent of the total 

capital budget and it is thus evident that the capital 

budget of Stellenbosch Municipality is largely vested in 

trading services, of which 44.3 per cent or R114.40 million 

thereof is appropriated for waste water management. 

The allocation for water amount to 14.5 per cent of the 

capital budget.  
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Capital Funding: 

Grant funding amounts to an average of 26.5 per cent over the MTREF which shows that the 

Municipality is not grant dependent to fund the capital budget. The Municipality has spent 

45 per cent of the grant funding to date and therefore runs the risk of having unspent grants 

at the end of the current financial year.  The Municipality will also receive funding from the 

UIDG programme for the first time in the 2019/20 MTREF therefore it is imperative that 

municipality put measures in place to fully spend the budget of grant funded capital projects 

in order to avoid the risk of retention or reduced allocations in future years. 

Capital spending funded from Internally Generated Funds will amount to R633.33 million over 

the MTREF and constitutes an average of 46.4 per cent of the total capital budget for the same 

period.  

The Municipality intends to take up borrowings to an aggregate amount of R380 million over 

the 2019/20 MTREF. The gearing ratio of the Municipality will amount to 29.7 per cent (excluding 

conditional grants) in 2019/20 after taking up the planned borrowing which is below the 

national norm of 45 per cent and the limit as set in the borrowing, funding and reserve policy.  

The Municipality is moving towards a good balanced capital funding mix and there is not an 

over reliance on CRR. The Municipality embarked on an aggressive uptake of borrowing over 

the MTREF which is an important element of the funding model and will ensure that the user 

pay for use of infrastructure over the life time of the asset whilst leveraging its healthy capital 

replacement reserve for smoothing over the medium to long term. A balanced funding mix is 

important given the changing nature of the infrastructure demands and the impact of it on 

the municipal bill. However, Provincial Treasury wants to hereby recommend when taking up 

large amount of borrowing that a concerted effort must be prioritise to expedite capital 

spending in order to avoid a delay with the realisation of returns on investment. 

4.3 ESTABLISH THE LEVEL OF FUNDING THE BUDGET  

Funding Measurement 

4.3.1 Table A4 – Surplus/Deficit  

The purpose of this measure is to assess the overall credibility of the budget in terms of 

surplus/deficit. Based on a comparison between the A4 (Financial Performance) and the A7 

(Cash Flow Statement) (supporting Schedule SA30) the Municipality reported a surplus on the 

budgeted financial performance and a positive budgeted cash flow of the Municipality.  

Revenue projections as extracted from A4 and A7 and depicted in the table below, reflect 

that the anticipated collection rate for Property rates and service charges averages 

96.7 per cent and 97.5 per cent respectively over the MTREF, however the collection rate from 

other revenue is much lower at an average rate of 55.1 per cent over the MTREF. Based on the 

outcomes of the most recent audit the Municipality should review the collection rates as 

depicted below. 
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Table 16: Revenue Projections for municipal billing vs collections (A4 and A7) 

 
Source: 2019/20 MTREF Budget 

4.3.2 Table A6 – Financial Position   

Purpose 

To undertake an assessment of the overall credibility of the budget funding (Table A6) and to 

establish the working capital requirements. 

The graph below depicts Ratio Analysis with Trends over the MTREF:   

Table 17: Ratio Analysis over the MTREF 

Financial Ratio 2016 2017 2018 2019 2020 2021 2022 

Cash/cost coverage ratio 

(excl. unspent conditional 

grants) 

5 months 6 months 4 months 3 months 3 months 3 months 2 months 

Current ratio 2.75 2.12 2.19 2.49 2.23 2.09 1.93 

Capital Cost (interest paid 

and redemption) as a % of 

Total Operating Expenditure 

3% 2% 3% 2% 3% 4% 5% 

Debt (total borrowings)/ 

revenue 

14% 12% 11% 21% 27% 30% 32% 
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The analysis of Table A6 (Budgeted Financial Position) indicates that the Municipality has 

reported positive working capital that demonstrates that it has enough funds to meet its 

short-term liabilities over the MTREF period. The above graph demonstrates that the 

Municipality has budgeted to achieve a positive working capital over the MTREF period. Upon 

analysing the financial position of the Municipality, it is of a concern that the Municipality has 

not budgeted for unspent conditional grants over the MTREF period. The past trend analysis of 

the financial position reveals that the Municipality had unspent grants amounting to 

R236 million from 2015/16 to 2017/18 financial years. Emerging from the trend analysis, this 

appears to be unrealistic and the Municipality is advised to reconsider its projections on the 

Table A8 on the disclosure of the unspent grants since they affect the calculation of the 

working capital.   

Cash and cash Equivalents  

The Municipality continued to budget for a positive cash and cash equivalents throughout the 

MTREF financial years of R374 million; R366 million and R342 million for 2019/20, 2020/21 and 

2021/22 respectively. Although the Municipality showed a decrease of its cash and cash 

equivalents over the MTREF budget, it still remains sustainable.  

Current Ratio 

The above graph shows a trend analysis of the municipal ratios over the 3 years MTREF period. 

The anticipated current ratio is reported to be 2.23; 2.09 and 1.93 for the 2019/20, 2020/21 and 

2021/22 years respectively.  This ratio indicates that the Municipality will adequate financial 

resources settle its short-term debts. This is also an indication that the Municipality is not exposed 

to any liquidity risk.  

Cash Cover Ratio  

The cost coverage ratio continues to be above the NT Norm of between 1 - 3 months. The 

Municipality reflects a budgeted cost coverage of 3 times for both 2019/20 and 2020/21 and 

2 times for 2021/22.  This indicates that the Municipality has sufficient cash resources to meet 

at least its monthly fixed operating commitments from cash and short-term investment without 

collecting any additional revenue, during that month. This clearly shows that the Municipality’s 

cash and cash equivalents are improving year-on-year over the MTREF period.  

Debt (Total Borrowings) to total Operating Revenue   

The ratio shows a deterioration from 27 per cent in the 2019/20 financial year to 32 per cent in 

the 2021/22 financial year. The ratio is within the National Treasury norm of 45 per cent. 

Notwithstanding that the Municipality has the capacity to take increase funding from 

borrowings a key consideration should be the cash flow requirements of the Municipality.  

Cash Flow – Table A7: Capital Cost (Interest Paid and Redemption/Total Operating 

Expenditure)   

The Municipality is operating within the capital cost of 3 per cent, 4 per cent and 5 per cent 

which are in line with the National Treasury Norm of 6 - 8 per cent over the 2019/20 MTREF. 

Therefore, indicating that the Municipality has capacity to take on additional financing from 

borrowings to invest in infrastructure projects. Both Tables has demonstrated that the cash 

receipts will exceed the cash payments and the net decrease in cash held will be absorbed 

by the cash reserves and investments held over the MTREF period.  

https://strategiccfo.com/return-on-invested-capital-roic/
https://strategiccfo.com/hedge-funds/
https://strategiccfo.com/current-liabilities/
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Summary 

 The Municipality’s working capital will continue to increase over the MTREF.  

 The current ratio, liquidity ratio and cash cover ratio are above the national norms 

indicting a healthy liquidity position. 

 The Municipality has the ability to meet its short term obligations with its financial 

position.  

 The debt ratio is also within the affordable national norm of 45 per cent over the entire 

MTREF period.  

4.3.3 Table A7 - Cash  

Purpose 

 To undertake an assessment of the overall credibility of the budget funding (Table A7) 

and of the projected cash and cash equivalents over the MTREF. 

 To assess funding of the budget in terms of Sections 18 & 19 of the Municipal Finance 

Management Act. 

Table 18: Schedule SA10 High Level Outcome of Funding Compliance 

 

The Municipality reported a positive budgeted cash flow for the MTREF period as reflected in 

Table A7, over the MTREF period. This depicts that the Municipality has a good financial health 

and position and it has no threats to its going concern and liquidity.  

The analysis of Table A8 and SA10 indicates that the Municipality has tabled a funded budget 

as reported a surplus of R122 million; R105 million and R96 million in 2019/20; 2020/21 and 

2021/22 respectively. Although the Municipality has shown that it will realise a deficit when 

comparing the operating revenue and expenditure before capital transfers with an overall 

outcome of R29.6 million for 2019/20; R26 million for 2020/21 and R22.8 million for 2021/22, it has 

adequate cash reserves from the long term investments to fund the operating deficit.   

The recalculation, by excluding the non-cash items such as depreciation, debt impairment 

and asset impairment yield a surplus from the operating revenue and expenditure. Therefore, 

the Municipality remains funded.  

Original 

Budget

Adjusted 

Budget

Full Year 

Forecast

Budget Year 

2019/20

Budget Year 

+1 2020/21

Budget Year 

+2 2021/22

High Level Outcome of Funding Compliance

Total Operating Revenue 1 629 546       1 632 320          1 632 320   1 778 647      1 899 207       2 025 525     

Total Operating Expenditure 1 716 330       1 719 104          1 719 104   1 808 247      1 925 262       2 048 352     

Surplus/(Deficit) Budgeted Operating Statement (86 784)           (86 784)              (86 784)       (29 600)         (26 055)          (22 827)         

Surplus/(Deficit) Considering Reserves and Cash Backing 48 144            38 567               38 567        122 094         105 934          96 801          

MTREF Funded (1) / Unfunded (0) 15 1 1 1 1 1 1

MTREF Funded  / Unfunded 15      

WC024 Stellenbosch Supporting Table SA10 Funding measurement

Description
MFMA 

section
Ref

Current Year 2018/19
2019/20 Medium Term Revenue & 

Expenditure Framework



  

LG MTEC Assessment 2019/20:  Stellenbosch Municipality 44 

Summary 

 The Municipality’s budget is funded without any threats of going concern and 

sustainability over the MTREF.  

Table 19: A8 - Application of Cash and Investments  

 

Source: 2019/20 MTREF Budget 

The analysis of the A8 (Application of Cash and Investments) indicate that the Municipality is 

reporting a surplus over the MTREF period. In terms of the funding measurements as 

documented in SA10, the MTREF of Stellenbosch Municipality is funded. A budget surplus is 

achieved after taking into consideration reserves and cash backing.  

Description Ref 2015/16 2016/17 2017/18

R thousand
Audited 

Outcome

Audited 

Outcome

Audited 

Outcome

Original 

Budget

Adjusted 

Budget

Full Year 

Forecast

Pre-audit 

outcome

Budget Year 

2019/20

Budget Year 

+1 2020/21

Budget Year 

+2 2021/22

Cash and investments available

Cash/cash equivalents at the year end 1 128 187           621 906           23 062             423 733           433 363           433 363           433 363    374 833           366 653           342 347           

Other current investments  > 90 days 480 000           –                    505 765           –                    (21 953)            (21 953)            (21 953)     –                    –                    –                    

Non current assets - Investments 1 –                    –                    –                    –                    –                    –                    –             –                    –                    –                    

Cash and investments available: 608 187           621 906           528 827           423 733           411 410           411 410           411 410    374 833           366 653           342 347           

Application of cash and investments

Other Creditors –                    –                    –                    –                    –                    –                    –             –                    –                    –                    

Unspent borrowing –                    –                    –                    –                    –                    –                    –                    –                    –                    

Statutory requirements 2

Other working capital requirements 3 (143 420)          (73 514)            (44 133)            (71 622)            (71 198)            (71 198)            (71 198)     (72 860)            (63 038)            (49 542)            

Other provisions 46 140             47 597             –                    38 050             34 880             34 880             31             38 574             9 164               9 707               

Long term investments committed 4 –                    –                    –                    –                    –                    –                    –             –                    –                    –                    

Reserves to be backed by cash/investments 5 177 900           208 299           240 380           409 161           409 161           409 161           409 161    287 025           314 593           285 382           

Total Application of cash and investments: 80 620             182 382           196 246           375 589           372 843           372 843           337 994    252 739           260 719           245 546           

Surplus(shortfall) 527 567           439 524           332 581           48 144             38 567             38 567             73 416      122 094           105 934           96 801             

Current Year 2018/19
2019/20 Medium Term Revenue & Expenditure 

Framework
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Funding Measurement 

Table 20: Schedule SA10 Funding Measurement 

 
Source: Annual Budget Schedule SA10 

Cash and Cash equivalents  

A positive cash and cash equivalents has been reflected for each year over the MTREF.  

Cash year end/monthly employees/suppliers payments (cash coverage) 

The cash at year end versus employee and supplier payments is decreasing over the medium 

term from 3.1 times in 2019/20 to 2.5 times in 2021/22. The ratio indicates that the Municipality 

would be able to meet its fixed operating commitments from cash and short-term investments 

without collecting any additional revenue for up to three months.    

Capital payments % of capital expenditure 

This ratio assessed the extent to which budgeted capital expenditure will be spent during the 

budget year and the Municipality project a 100 per cent spending rate. Based on past trends, 

this seems unlikely to be achieved as the Municipality has on aggregate achieved 

85.8 per cent since 2014/15 till 2017/18 audited years. 

Long Term Receivables’ % change 

The Municipality projects that the long term receivables for 2018/19 to 2020/21 will remain 

constant at 0 per cent. They therefore do not anticipate to collect any long term arrear debt 

over the MTREF. 

2015/16 2016/17 2017/18

Audited 

Outcome

Audited 

Outcome

Audited 

Outcome

Original 

Budget

Adjusted 

Budget

Full Year 

Forecast

Pre-audit 

outcome

Budget Year 

2019/20

Budget Year 

+1 2020/21

Budget Year 

+2 2021/22

Funding measures

Cash/cash equivalents at the year end - R'000 18(1)b 1 128 187          299 431          23 062            423 733          433 363          433 363          433 363         374 833          366 653          342 347          

Cash + investments at the yr end less applications - R'000 18(1)b 2 481 614          351 030          230 978          48 144            38 567            38 567            73 416           122 094          105 934          96 801            

Cash year end/monthly employee/supplier payments 18(1)b 3 1.6                  3.3                  0.3                  3.7                  3.8                  3.8                  3.8                 3.1                  2.8                  2.5                  

Surplus/(Deficit) excluding depreciation offsets: R'000 18(1) 4 153 204          217 967          263 579          5 020              19 290            19 290            19 290           111 488          47 893            56 372            

Service charge rev %  change - macro CPIX target exclusive 18(1)a,(2) 5 N.A. 4.6% 2.0% 2.1% (7.2%) (6.0%) (6.0%) 4.3% 2.1% 1.5%

Cash receipts %  of Ratepayer & Other revenue 18(1)a,(2) 6 92.2% 87.1% 85.2% 90.1% 90.0% 90.0% 90.0% 91.7% 92.3% 92.4%

Debt impairment expense as a %  of total billable revenue 18(1)a,(2) 7 8.5% 7.6% 4.1% 7.2% 7.2% 7.2% 7.2% 5.2% 5.1% 5.0%

Capital payments %  of capital expenditure 18(1)c;19 8 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Borrowing receipts %  of capital expenditure (excl. transfers) 18(1)c 9 20.4% 0.0% 0.0% 36.7% 35.0% 35.0% 35.0% 44.1% 37.3% 30.4%

Grants %  of Govt. legislated/gazetted allocations 18(1)a 10 100.0% 100.0% 100.0%

Current consumer debtors %  change - incr(decr) 18(1)a 11 N.A. 8.2% (18.3%) 4.1% 0.0% 0.0% 0.0% 2.6% 0.5% 0.2%

Long term receivables %  change - incr(decr) 18(1)a 12 N.A. 60.6% (38.6%) 66.8% 0.0% 0.0% 0.0% 7.7% 6.8% 6.5%

R&M %  of Property Plant & Equipment 20(1)(vi) 13 1.3% 1.3% 0.9% 1.8% 1.8% 1.8% 1.8% 1.7% 1.7% 1.8%

Asset renewal %  of capital budget 20(1)(vi) 14 65.9% 39.8% 6.7% 7.0% 5.9% 5.9% 0.0% 5.3% 7.7% 8.6%

Description

2019/20 Medium Term Revenue & Expenditure 

FrameworkMFMA 

section
Ref

Current Year 2018/19
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4.4 SUSTAINABILITY OVER 2019/20 MTREF  

 Service Delivery, Financial and Operational Sustainability and Asset Management  

Main & Supporting Tables: A4, A5, A6, A7, A8 & A9; SA34(a), SA34(b), SA34(c), SA34(d) & SA35. 

The municipalities’ long-term financial viability depends largely on the extent to which 

improved and sustainable revenue capacity on the one hand and sound financial 

management of its resources on the other hand can be achieved. Failure to achieve proper 

multi-year financial planning can therefore largely hinder the sustainability of the Municipality. 

Budgetary constraints and economic challenges meant that the Municipality had to apply a 

combination of cost-saving interventions and higher than headline CPI revenue increases to 

ensure a sustainable budget over the medium-term. 

The above inflationary tariff increases in services such as solid waste could negatively impact 

the affordability of services in the long term which could affect revenue collectable. Taking 

this into consideration, coupled with the need for an improved asset management, the 

Municipality is advised to be exercise prudence and to regularly review its long term financial 

plan policy to ensure that long term sustainability is achieved. 

 Forecasting and Multi-Year Budgeting  

Main & Supporting Tables: A4, A5, SA25 - SA30 

On assessment of supporting Tables SA25 to SA30 it is evident that Stellenbosch has taken into 

account seasonal fluctuations and that linear projection has not been used. 
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SECTION 5: KEY FINDINGS, RISKS AND RECOMMENDATIONS  

This section outlines the main points and risks/recommendations based on the LG MTEC 

Assessment.  

Public Value 

 It is recommended that the Municipality make use of the latest Biodiversity Spatial 

Plan (BSP), as it is the best available science to identify Critical Biodiversity Areas (CBAs), 

in order to proactively plan and identify suitable sites for development. 

 In general, the 2012 SDF and 2017 amendments did not adequately take the WCBSP 

into consideration and as such the WCBSP must be considered separately and at least 

on par with the SDF in evaluating any development proposals. 

Economic Sustainability and Responsiveness 

 Procurement Planning should be utilised as a strategic tool to drive local economic 

development (LED) with key linkages and partnerships within the Municipality that 

draws a nexus between its IDP, budget planning processes that are associated with 

procurement initiatives. Utilising procurement as a strategic enabler seeks to create an 

opportunity for role-players to not only engage on the key socio-economic challenges, 

but more importantly to share experiences which contribute to all stakeholders working 

together to uplift and grow our communities and grow the local economy.  

 Bulk infrastructure development and investment extends basic services to those it has 

not yet reached, as well as ensures that continued quality services can be provided to 

those already receiving them. This has a concomitant effect on the consumer’s 

willingness to pay for services, has the potential to increase the revenue base of the 

Municipality and improves the quality of life of its citizens.  

 The investment in LED and thorough implementation of the municipalities LED strategies 

will have positive externalities for the local economy as well as for the region. 

Collaboration through partnerships between the public and private sector as well as 

academia could enhance the effectiveness of the strategies employed and have a 

greater collective impact on the outcome of the strategies and maximise benefits to 

society. 

 The potential benefits of capital investments in infrastructure are restricted if the assets 

are not properly refurbished and maintained. The renewal, replacement or 

rehabilitation infrastructure on a regular basis is vital to extend its useful life. Currently, 

the required investment in the maintenance of existing infrastructure is more than the 

budgeted allocations. In addition to capital funding issues, the increased roll out of 

infrastructure to eliminate backlogs and to service demographic and economic 

growth also impacts on the Municipality’s operating expenditure budget. 

 Strengthening of monitoring capacity of SCM staff in order to provide consistent 

oversight to end-user departments; and  

 Utilise the procurement as a lever to positively impact socio-economic challenges.  
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Credibility and Sustainability of the Budget 

The tabled municipal Budget is credible, sustainable and funded however the following should 

be considered with the finalisation of the final budget for adoption:  

 Against the background of an expected growing population result in an increase 

demand for services, maintenance and renewal requirements of critical service 

delivery infrastructure, constrained economic and fiscal outlook, prolonged impact of 

the drought, the Municipality should continue to focus on consolidation for maximum 

citizen impact and use its healthy financial position as leverage to remain financial 

sustainable over the long term. A key consideration should be moving towards a 

whole-of-society approach by strengthening of coordination among key stakeholders 

including communities, business, intergovernmental organisations to achieve strategic 

and social economic goals.  

 The long outstanding debtors of water is on an upward trajectory and the current and 

most recent outcomes show a lower rate than the 96 per cent projected for 2019/20 

budget year therefore as a prudent measure should be reviewed, 

 Two of the trading services waste water and waste management are trading at a 

deficit whilst electricity and water are being utilised to cross-subsidise other services.  

 From a revenue perspective trading services experience pricing pressures due to well 

above inflationary increase of bulk purchases, increased capital outlay and borrowings 

compounded by restrictive tariffs cause by the drought, expansion of green economy 

and renewable technologies which raise the risk of demand patterns being 

permanently affected. The aforementioned will have an adverse impact on the surplus 

margins therefor the sustainability of these trading services over the medium to long 

term should be monitored and incorporated as an integral element of the long term 

financial plan as sustainable development in the area hinges on sustainable service 

delivery.  

 Repairs and maintenance remains low against national norms and standards. It should 

however be noted that it is recommended that the Municipality provide detail 

explanation on assurance that the budgeted allocations is adequate to secure 

ongoing health of infrastructure if below the set norm and supported by a risk based 

maintenance plan taking into consideration reactive versus planned maintenance, 

renewal of assets and the long term cost of the decline of asset on the operating 

budget if not adequately maintain.  

 Contracted services are above the national threshold it is therefore it is recommended 

depending on the service delivery model, that the Municipality weigh the cost benefit 

of building capacity in-house versus the increasing budget allocation to the 

outsourcing of certain functions to contractors as an increase in this measurement can 

possibly expose the Municipality to the risks like ongoing over reliance on contractors. 

 The current and historical implementation of the capital budget impacts on the 

credibility of the budget and measures should be put in place to expedite spending.  

 The funding mix shows a good balance however municipality is urged to continue to 

maintain the capital replacement reserve for smoothing over the medium to long term 

given the changing nature of infrastructure demands and prudently monitor the 
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sustainability of thereof in line with limits set in the long term financial plan with due 

consideration of the affordability of municipal services to the consumer. 

 The Municipality must make continuous improvements of its cash flow to maintain the 

positive financial position. 

 The Municipality should maintain or improve on its current, liquidity and cash coverage 

ratios beyond the MTREF period to maintain its sustainability. 
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