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REPORT TO

MAYCO

COUNC"— CITY DF CAPE TOWN | (SIXEKD SASEKAPA | STAD KAAPSTAD
Llc 91853

1. ITEM NUMBER : MC 56/01/14

2. SUBJECT [D7612]

AMENDMENTS TO THE  2012/13-2016/17 INTEGRATED
DEVELOPMENT PLAN (IDP) AND

UPDATES OF THE 2013/14 CORPORATE SCORECARD AS PART OF
THE 2013/14 MID-YEAR REVIEW PROCESS

ONDERWERP

WYSIGINGS AAN DIE GEINTEGREERDE ONTWIKKELINGSPLAN
(GOP) VIR 2012/13-2016/2017 EN

BYWERKING VAN DIE KORPORATIEWE TELKAART VIR 2013/14 WAT
DEEL VORM VAN DIE 2013/14-HALFJAAR HERSIENINGS PROSES

SIHLOKO

IZILUNGISO KWISICWANGCISO SOPHUHLISO NGOKUHLANGENEYO
(IDP) SOWAMA-2012/13-2016/17 KWAKHONA

UHLAZIYO LWEKHADI LAMANQAKU LEZIKO LOWAMA-2013/14
NJENGENXAL’ENYE YENKQUBO YOPHENGULULO YASEMBINDINI
WONYAKA KA-2013/14

3. STRATEGIC INTENT

[

X OO 0O

- Opportunity City
- Safe City

- Caring City

- Inclusive City

- Well-run City
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This report aligns to Objective 5.2: Establish an efficient and productive
administration that prioritises delivery as the |IDP and the corporate scorecard
sets the strategic direction for the organisation.

4, PURPOSE
The purpose of this report is to obtain approval for the:-
i) Amendments to the 2012/13 — 2016/17 IDP with regard to the MTREF
section and
ii) Updates to the 2013/2014 corporate scorecard as part of the 2013/14 mid-
year review process.
The changes to the 2013/2014 corporate scorecard emanate from:-
i) The adjustment budget being tabled in Council on the 29™ January 2014.
ii) Proposed corporate scorecard target amendments based on 2012/2013
fourth quarter results and
iii) Auditor General Recommendation to further clarify corporate scorecard
indicator definitions.
5. FOR DECISION BY
[ This report is for decision by:
e Council
6. EXECUTIVE SUMMARY
The 2012/13 — 2016/17 IDP and the corporate scorecard was approved at full
Council on 28 May 2012. Adjustments to the 2013/14 IDP and the updates to the
2013/2014 corporate scorecard are subject to the approval of the adjustment
budget being tabled in Council on the 29" January 2014.
Thereafter the amendments to the IDP will be made public as required by the
Local Government Municipal Systems Act, 32 of 2000: Municipal Planning and
Performance Management Regulations, 2001, Regulation 3(4) (a-d).
Proposed changes to the Medium-Term Revenue and Expenditure
Framework (MTREF)
The MTREF section of the IDP will be updated upon the approval by Council of
the 2013/2014 mid-year adjustment budget. The financial ﬁgt)ures will be updated
after the adjustment budget is approved in Council on the 29" January 2014.
2013_2014 Update to the 1DP and CSC
[Dec2013]
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Proposed mid-year adjustments fo the 2013/14 Corporate Scorecard

In terms of The Municipal Finance Management Act (MFMA), Section 54(1) (c),
the mayor must consider and if necessary, make any revisions to the service
delivery and budget implementation plan (SDBIP), provided that the revisions to
service delivery targets and performance indicators in the plan may only be
made with the approval of the council following approval of an adjustments
budget.

The corporate scorecard forms part of the SDBIP and therefore has to be
updated in line with the adjustment budget.

Other changes being proposed:-

I.  There are certain target amendments which are based on the 2012/2013
fourth quarter results.

II.  Some indicator definition amendments are proposed to further clarify the
indicator.

ill. Al the Finance related targets in the corporate scorecard can only be
amended upon the approval by Council of the 2013/2014 mid-year
adjustment budget. These targets will be updated after the adjustment
budget is approved in Council on the 29" January 2014.

All changes are in bold and underlined in the attached Annexure.

7. RECOMMENDATION

Not delegated: for decision by Council:

It is recommended that:
a) The proposed amendments to the 2012/13-2016/17 IDP and

b) Updates of the 2013/14 corporate scorecard be published for comment by
the public.

AANBEVELING

Nie gedelegeer nie; vir besluitneming deur die Raad:

Daar word aanbeveel dat:

a) Die voorgestelde wysigings aan die GOP vir 2012/13-2016/17 en

2013_2014 Update to the IDP and CSC
{Dec 2013
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b) Die bywerking van die korporatiewe telkaart vir 2013/14 vir openbare
kommentaar gepubliseer word.

ISINDULULO
Asigunyaziswanga: Isiggibo seseBhunga:
Kundululwe ukuba:
a) lziphakamiso zezilungiso kwi-IDP yowama-2012/13-2016/17 kwakhona

b) Uhlaziyo Iwekhadi lamanqaku leziko lowama-2013/14 mazibhengezwe
ukuze uluntu luvakalise uluvo.

8. DISCUSSION/CONTENTS

8.1. Legal Implications

The amendments to the IDP will be made public as required by the Local
Government Municipal Systems Act, 32 of 2000: Municipal Planning and
Performance Management Regulations, 2001,Regulation 3(4) (a-d).

MFMA, Section 54(1) (c), the Executive Mayor must consider and if
necessary, make any revisions to the SDBIP, provided that the revisions
to service delivery targets and performance indicators in the pilan may
only be made with the approval of the council following approval of an
adjustments budget.

8.2. Other Services Consulted

All relevant Directorates were consulted.

ANNEXURES
Annexure A:

Overview of budget assumptions applied to the 2013/14-2015/16 Medium-Term
Revenue and Expenditure Framework.

Annexure B:

Proposed mid-year updates to the corporate scorecard for 2013/14.

2013,_2014 Update to the IDP and CSC

[Dec 2013] j
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FOR FURTHER DETAILS CONTACT:

NAME Walton Carelse (Acting Director)

CONTACT NUMBERS 021 400 9802 N

E-mAIL ADDRESS Walton.Carelse@capetown.gov.za n o\
DIRECTORATE Compliance & Auxiliary Services i\

FiLE REF NO Wy
SIGNATURE : DIRECTOR VA

\-( A

~ Comment;

EXECUTIVE DIRECTOR
Gerhard Ras

NAME [
DATE X ! ' 3 OJ Q’
Efépom COMPLIANT WITH THE PROVISIONS OF

CouNCIL'S DELEGATIONS, POLICIES, By-Laws
AND ALL LEGISLATION RELATING TO THE MATTER
UNDER CONSIDERATION.

LEGAL CQMPLIANC [] Non-COMPLIANT

NAME S ‘€’O.LY\ %m an Comment;

TeL (61 hoo 21532

- Certified as legally compitant:
DATE o ol 2010~
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oLl

Executive MAYOR IQ/SUPPORTED OR ONWARD SUBMISSION TO
mavco (37 counciL [~

[0 Pc RECOMMENDATION

[0 RECOMMENDATION AS CONTAINED IN
ORIGINAL REPORT

[0 ALTERNATIVE RECOMMENDATION TO BE
REFLECTED BELOW

APPROVED I.T.0. DELEGATED AUTHORITY
NOTED
REFUSED

REFERRED BACK

OO O O

DaTE (F-0/ dpiu

COMMENT:

2013_2014 Update to the IDP and CSC
[Dec 2013]
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ANNEXURE A: OVERVIEW OF BUDGET ASSUMPTIONS APPLIED TO THE
2013/14-2015/16 MEDIUM-TERM REVENUE AND EXPENDITURE FRAMEWORK

A contribution of R866-millienn R881 million towards debt impairment was provided for the
2013/14 budget, and is based on an average collection ratio of 94% (excluding housing).
The graph below shows the provision for bad debts for the period 2011/12 to 2015/16.
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Figure 7.3: Provision for bad debts, 2011/12-2015/16
Salary increases — salaries, wages and related staff costs

A three-year salary and wage collective agreement was entered into in 2012. The term of the
agreement covers the 2012/13-2014/15 period. In the absence of an agreement for the third
year of this MTREF period, the provisions provided for in 2014/15 were assumed for 2015/16
as well.

In terms of the agreement, the salary and wage increases are to be calculated as follows:

2013/14 financial year: Average CPIl percentage for the period 1 February 2012 to 31
January 2013, plus 1,25%

2014/15 financial year: Average CPI percentage for the period 1 February 2013 to 31
January 2014, plus 1%

The agreement further stipulates that if, in any of these years, the average CPI percentage
calculated above is less than 5%, the average CPI will be deemed to be 5%, and if the
average CPI is above 10%, the average CPI will be deemed to be 10%. The actual CPI for
the period 1 February 2012 to 31 January 2013 (according to Statistics South Africa) is
5,59%; the salary provision for the 2013/14 MTREF is therefore 6,84% (5,59% + 1,25%).

In addition, provision was made for an incremental allowance of 2% to cater for performance
and other notch increases.

The graph below shows the consistent above-CP| salary increases for the last three years
and for the projected MTREF period.
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Figure 7.4: Above-CP! salary increases

Ensuring maintenance of existing assets: Repairs and maintenance

The medium-term budget policy statement highlighted municipalities’ underspend on repairs
and maintenance. National Treasury Circular 66 refers back to Circular 54, 55 and 58, which
stressed the importance of securing the health of a municipality's asset base by increased
spending on repairs and maintenance. Circular 58 of 2011 particularly indicated that
“allocations to repairs and maintenance, and the renewal of existing infrastructure must be
prioritised”.

In this regard, repairs and maintenance was budgeted at 3% above CPI over the MTREF.
The graph below shows the increasing expenditure trend on repairs and maintenance from
2011/12 and projected to 2015/16.
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Figure 7.5: Repairs. and mairtenance expenditure: trends

Interest rates for borrowing and investment of funds
Borrowing interest rates are factored at a prime rate of 10,06% for 2013/14, and are
expected to increase to 10,89% in 2015/16. The investment interest rate has plummeted
from the previous financial period by 1,04%; 5,00% was applied for 2013/14, and it is
expected to increase to 5,88% in 2015/16.
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costs of municipalities, and for a community services component, which provides funding for
the delivery of core municipal services not inciuded under basic services. To ensure that the
funds for institutional costs and non-trading services are targeted at poorer municipalities,
the formula applies a revenue-adjustment factor reflecting municipalities’ ability to generate
their own revenue. The formula used data from the 2011 Census, which will be updated
annually to reflect estimates of population growth and projected increases in the cost of
services such as water and electricity.

Structure of the local government equitable share formula
LGES=BS+(I+CS)xRAtC

where
L.GES is the local government equitable share

BS is the basic services component — basic services subsidy x number of poor households

Iis the institutional component — base aliocation + [allocation per councilior * number of
council seats)

CS is the community services component — [municipal health and related services allocation
x number of households] + [other services allocation x number of households]

RA is the revenue adjustment factor

C is the correction and stabilisation factor ]

Figure 7.8: Equitable share formula

Equitable share provisions included in the budget are based on the 2013 DoRA DeRb-
Based on the calculation as set out above, the City had a revenue adjustment factor of zero,
which meant that it did not receive any allocation from the institutional and non-trading
services components to which the factor was applied. The following amounts were allocated
to the City as per the 2013 DoRA DoRb.

2013/14 — R1,243 billion

2014/15 — R1,502 billion

2015/16 — R1,815 hillion

As in previous years’ DoRA DoRb, municipalities are guaranteed to receive at least 90% of

the indicative allocations for the middie year of the national Medium-Term Expenditure
Framework. The figures above refiect 100% of the allocations.

Capital funding sources

The total capital budget inciuded for the three-year MTREF period is as foliows:

640 632 713606 647 832
Page 109




Grants received from national and provincial government remain a significant funding source
over the 2013/14 MTREF. The External Financing Fund over the three years averages R2.2
billion.

Borrowing and credit rating

The City's borrowing occurs in terms of its borrowing policy, and is influenced by the capital
investment/External Financing Fund requirement for the 2013/14 MTREF. The City requires
a credit rating to demonstrate its ability to meet its financial obligations. Potential lenders
also use this rating to assess the City's credit risk, which in tum affects the pricing of any
subsequent loans taken. Factors used to evaluate the creditworthiness of municipalities
include the economy, debt, finances, politics, management and institutional framework.

Moody's ratings agency maintained the rating and outiook for the City as ‘double A’ (Aa2.za)
for the past four years. In 2012, due to South Africa’s national rating being downgraded from
A3 to Baa1, the City's rating was also downgraded to Aa3. The City's rating is as foliows:

Table'7.3: Credit rating for the City of Caps Town

Annual rating .
: Previous
Category Currency | Rating rating
Outiook - Negative Negative
NSR issuer rating Rand Aa3.za OQAErfIZ 13 Aadza
. . 14-Desember 2012
NSR ST issuer rating Rand P-1.za 02 Apiil 2013 P-1.za
. HDesember2042 AaZza
NSR senior unsecured | Rand Aa3.za | 62 April 2013 e

The definitions of the rating categories are as follows:
Negative outiook — Reflects that a credit rating assigned to an issuer may be lowered
NSR issuer rating — Aa3.za — Issuers or issues rated An demonstrate above-average

creditworthiness relative to other domestic issuers.

NSR issuer rating — Aa2.za - Issuers or issues rated Aa.n demonstrate very strong
creditworthiness relative to other domestic issuers.

NSR ST issuer rating — P-1.za — Issuers (or supporting institutions) rated Prime-1 have a
superior ability to repay short-term debt obiigations.

NSR senior unsecured — issuers demonstrate very strong creditworthiness relative to other
domestic issuers.
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Major parameters to the operating budget

Table 7.4: Operating budget parameters
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ANNEXURE B : PROPOSED MID-YEAR UPDATES TO THE CORPORATE SCQRECARD FOR 2013/14

INDICATOR

ok

INDICATOR DEFINITION

Ad|ustment Budget Mativation

1.D Percentage of operating budget aitoceted
ta repairs and meintenance

1.2 (b}

Repairs and maintenance expressed as a parceniage of the totai repairs and makntenance operating budget.
Mairdgnance is defined es the actions required for an asset to achiave its expecied useful life, Planned Maintenance includes assel inspaciion end meesures o prevent knewn faitura modes and
can he time or condition-based.

AG recommendation to further
clarify definition.

1.E Parcentage spend on repaire snd
maintenance

1.2(b)

Percantage refiecting year lo date spend (including secondary cost) / toltal sepaire and maintenance budget

Nota that the in-year feporting durlng the finencial year wilk be indicated as a trend (year to date spend).

Maintenance is dafined as the ections required far sn asset ta echiove its expected usefui iife. Pianned Maint inel
can be time ar condition-besed.

asset | fion and measures [o prevenl known faiure modes and

AG recommendation to further
clarify definifion.

1.1 Number of sutstanding vaiid epaiications for
refuse collection sarvice expressed as &
perceniage of total number of biliings for the
service

12 (e)

This indicetor reflects the number outstanding valid epplications {C3 nptifications) ivhere-dewn-payment has been faceived) for a new refuse collection services-{where valid-applications-
transiate wio-an-active acsount) at the end of a reporting period. expressed es a percentage of total number of eciive bilinga far formel rosidential refuse colisction seryices as atthe end of
the sams reporting period. Billing equates to activa contract accounts (formai kerbside refuse collection service} for domestic customers as axracled from the City of Cape Tawn's SAP

Proxy measure for NKP},

Definition revised to avoid
ymiginterpretation.

2.B Reduce numbar of accidents at five highest
frequency intersactions

21(a)

Thig indicator meesures the decrease of vehicle accidants in the five highest identified accident frequency iocalions. Thase incations are:
* M7 x Voorrakker Rd

- N7 x Boamensdem Rd

= Saction Str x Koeberg Rd

= Cannen Rd x Voorrekker Rd x Koebarg Rd (Maitiend)

* Victoria Rd x N2-West (Somerset Wasl)

(6% on 75 reduction-from 01-of 2008 1076} = 4 less accidents. therafors target &
2008 _|8.-225) = 11 tamgetfor Q3= 244 and-{53 4

from-a-b

Definition revised to avold
misintarpretation.

3.C Number of humar settiements
oppanunities provided par year

32(d)

A human settiemants opportunity i dafined under the killowing three categories i.e.

{2). Siteg ara eny property providing a municipal service on an individuel basia to a household inciuding the pravisisn to househcids in mutti storey units, on high density residential sites, as wei as
other pon-residantial sites related fo integreted humei aettlements developmant , ding s ismenty Deveio, nt Grant (USD

Divisien_of Revenye Act (D tor such pui

(b). Top Structures ere eny build etructure providing shener to a househeld in 8 human settlernents development
funding is the Human Settigments lopmant Grant (H3DG) in s of DORA for such purposa.

(c). Diher is the number of Existing rentai stack unils undergoing mejar upgrading and any pumber of househokds provided with shared services and other services in the Backyarder; Re-blocking
and informal Settlement Upgrada progremmes.

Natlonai Hoysing Progremme, where the main rce of

Dafinition of a human settiements opporunity: A human seiflements oppartunity is incrementai accass o* end or defivery of one of the foliowing Houeing products: (A} Subsidy Housing (BNG),
which providea a minimum 40m* house; e fully serviced residential site and may aiso includa high density residentiei sltea reiated to integrated human settiements devetopment as well as other
non-residentisf sites reiated to integrated human setflemenis deveiopment (8) Incremental Housing, which provides a serviced site with or withoul fenure: (C) Renlal Housing, which ts new
Csmmunity Residential Units, upgreding and re-development of existing rental units and Hostais; (D) People'® Housing Pracess i beneficiaries who maximise their hou sing subsidy by building or
organiging the buliding of thair homes ther (E) Land Rasti 1 includes fand approvad by Coundl or Court decisions to vaild claimants; (F) Sccial Housing is new rental units, deilvered by
the City'a Socfal Housing partners. (G) GAP Housing is e Serviced piat, a completed Unit for sale or Affordeble units for sale; (H) Re-blacking of informal S ts is the reconfiguratian of the
iay-out of the setliemenis and 1o allow improved sccese and leveis of aervices.

*Accass to: is as contemplated in Section 26 (1) of the Constitution of the Repubiic of Sauih-Africa 1986 .. "Everysna hes the righl to have access to adequate housing”

Nale: An opporiunity Is specifically defined above and I8 only counted at a point when specific evidence Is aveilable for eudiling purpases. The deilvary targets reflecled on the Corpprete
Scorecard and the SDBIP‘s only refiects delivery by the City. in some instances deilvery of 8 serviced aite and a top structure may be on the same properly but is viewed as two opportunities
{serviced sita end top structura) lo aiign with reporling requirements an expenditure for Grant Funding as two separale milestones.

A sepavate report (not for suditing purposes) for Informetion to Council will reflect total delivary in the City which incluges deiivery by PGWC {N2, PHP, GAP, other projecis} and, Sacial Housing
end Restiution Cases which the Clty faclitates,

AG recommendation 1o further
clarify definition

ANNEXURE 8_ Proposed mid-year updates to the corporate scorecard for 2013_14_07013014



ANNEXURE B : PROPOSED MID-YEAR UPDATES TO THE CORPORATE SCORECARD FOR 2013/14

INDICATOR IDP INDICATOR DEFINITION Adjustment Budget Motivation

1.D Percentage of operating budget allocated to Repairs and maintenance expressed as a percentage of the total repairs and maintenance operating budget. AG recommendation to further
repairs and maintenance Maintenance is defined as the actions required for an asset to achieve its expected useful life. Planned Maintenance includes asset inspection and measures to prevent known failure modes and can be clarify definition.

1.2(0) time or condition-based.
1.E Percentage spend on repairs and AG recommendation to further
maintenance clarify definition.

1.2 (b)
1.1 Number of outstanding valid applications for This indicator reflects the number outstanding valid applications (C3 notifications) {where-¢ -has-b ) for a new refuse collection servict LY lich ions-t late-int Definition revised to avoid
refuse collection service expressed as a active-acesunt)-at the end of a reporting period, expressed as a percentage of total number of ac'uve billings for formal resldentlal refuse collection services as at the end of the same reporting misinterpretation.
percentage of total number of billings for the period. Billing equates to active contract accounts (formal kerbside refuse collection service) for domestic customers as extracted from the City of Cape Town's SAP database.
service Proxy measure for NKPI.

1.2(c)

This indicator measures the decrease of vehicle accidents in the five highest identified accident frequency locations. These locations are: Definition revised to avoid

2.B Reduce number of accidents at five highest * M7 x Voortrekker Rd misinterpretation.
frequency intersections. + N7 x Bosmansdam Rd

« Section Str x Koeberg Rd
« Cannon Rd x Voortrekker Rd x Koeberg Rd (Maitland)
« Victoria Rd x N2-West (Somerset West)

2.1 (a)
59 5 reduction from-O1 of 2008 i-e-75) =4k ; targetfor the Q1 = 71: (5% reduction from Q2 of 2008 e 150)=7; target Q2 =143(5% reduction from Q3 0f 2008,
225y =11, target for O3 = 214 and (5% reduction baseline-of-300) =15 the target for Q4 =285
3.C Number of human settlements opportunities A human settlements opportunity is defined under the following three categories i.e. AG recommendation to further
provided per year (a). Sites are any property providing a municipal service on an individual basis to a household including the provision to households in multi storey units, on high density residential sites, as well as other non{clarify definition.

residential sites related to integrated human settlements development , where the main source of funding is the Urban Settlements Development Grant (USDG) in terms of Division of Revenue
Act (DORA) for such purpose.

(b). Top Structures are any build structure providing shelter to a household in a human settlements development by means of any National Housing Programme, where the main source of funding is
the Human Settlements Development Grant (HSDG) in terms of DORA for such purpose.

(c). Other is the number of Existing rental stock units undergoing major upgrading and any number of households provided with shared services and other services in the Backyarder; Re-blocking and
Informal Settlement Upgrade programmes.

Definition of a human settlements opportunity: A human settlements opportunity is incremental access to* and or delivery of one of the following Housing products: (A) Subsidy Housing (BNG), which
provides a minimum 40m? house; a fully serviced residential site and may also include high density residential sites related to integrated human settiements development as well as other non-residential
sites related to integrated human settlements development (B) Incremental Housing, which provides a serviced site with or without tenure; (C) Rental Housing, which is new Community Residential Units,
3.2(d) upgrading and re-development of existing rental units and Hostels; (D) People’s Housing Process is beneficiaries who maximise their housing subsidy by building or organising the building of their homes
themselves; (E) Land Restitution includes land approved by Council or Court decisions to valid claimants; (F) Social Housing is new rental units, delivered by the City's Social Housing partners; (G) GAP
Housing is a Serviced plot, a completed Unit for sale or Affordable units for sale; (H) Re-blocking of Informal Settlements is the reconfiguration of the lay-out of the settiements and to allow improved
access and levels of services.

*Access to: is as contemplated in Section 26 (1) of the Constitution of the Republic of South-Africa 1996 i.e. “Everyone has the right to have access to adequate housing”

Note: An opportunity is specifically defined above and is only counted at a point when specific evidence is available for auditing purposes. The delivery targets reflected on the Corporate Scorecard and
the SDBIP's only reflects delivery by the City. In some instances delivery of a serviced site and a top structure may be on the same property but is viewed as two opportunities (serviced site and top
structure) to align with reporting requirements on expenditure for Grant Funding as two separate milestones.

A separate report (not for auditing purposes) for Information to Council will reflect total delivery in the City which includes delivery by PGWC (N2, PHP, GAP, other projects) and, Social Housing and
Restitution Cases which the City facilitates.
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