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BCMDA

BUFFALO CITY METROPOLITAN

DEVELOPMENT ABENCY

Ref: BCMDA-BDS-009-21
Enquires: V Ntsodo
Tel: 043 492 2088

REPORT TO THE BOARD OF DIRECTORS TO APPROVE BCMDA FINAL 2021/22 MTREF
BUDGET

1.

2.2.

2.3.

2.4.

PURPOSE
The purpose of the report is to request the Board to approve the BCMDA'’s 2021/22 Final
MTREF Budget.

BACKGROUND

In terms of section 87 (4) of the MFMA, the Board of Directors of a municipal entity must
approve the budget of the municipal entity not later than 30 days before the start of the
financial year, taking into account any hearings or recommendations of the Council of
the parent municipality.

A strategic session was held in December 2020, followed by a Board strategic session
and amendments were made in the 5-year strategic plan and the annual APP for the
2021/22 financial year.

A budget workshop was held on 30 January 2019, wherein the revised BCMDA'’s
Financial Sustainability Strategy (FSS) was presented after which it was approved by
Council on 28 of October 2020.

Summarising the FSS, BCMDA presented the below options to BCMM:

2.4.1. Aninvestment to fund the operations of the agency of R60 million annually over
a period of 5 years, wherein funds will be re-invested and yield returns that would
offset the amount received as a grant from the City after year 5; OR

2.4.2. A shareholder loan of R300 million, released in 5 annual tranches payable over
a period of 7 years at no interest. Repayment of loan to commence at the end of
year 7.

2.4.3. 8% of project management fee on all City projects implemented by the Agency;

and
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2.4.4. PM fees will be realised on invoices certified on a quarterly basis and received
through invoicing of BCMM;
2.4.5. BCMDA capital projects to be fully funded by BCMM through grants which shall
be received quarterly in advance.
2.5. The entity then budgeted for the BCMM operational grant for an amount of R60 million
based on the approved FSS after which the City advised that the allocation has to be
adjusted downwards due to limited financial resources. The below budget is based on

the following funding allocation confirmed by the City:

BCMM Operating Grant 48 468 515 50 891 941 53182 078

BCMM Operating Grant - 50 000 000 47 100 074 18 000 000

Capital

Total 98 468 515 97 992 015 71182 078
DISCUSSION

3.1. Inline with the aforementioned requirements of the MFMA, below is the narration of the
2021/22 budget.

3.2. In the SDA, the parent municipality mandated the agency amongst other economic
development initiatives to undertake various projects for implementation within the next
MTREF period.

3.3. Below are the detailed requirements of the agency:

CAPITAL BUDGET REQUIREMENTS

3.3.1. Capital Projects — R50 million

a) Inthe current financial year, R 50 million was set aside to proceed with the
implementation of the Court Crescent and Water World projects and due to
the enormous progress made a roll-over of R 43.9 million was subsequently
approved.

b) To proceed with the implementation thereof an amount of R 50 million has
been allocated for the 2021/2022 financial year which, based on the
submission by the user department, might require additional funds as the

project will be concluded this financial year.
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OPERATIONAL BUDGET REQUIREMENTS

3.3.2.The City has approved an allocation for the 2021/22 MTREF as mentioned in 2.5
above.
3.3.3.The R48.4 million operating grant allocation and other sources of revenue will be

committed as follows:

Buffalo City Development Agency - Supporting Table SD1 Measurable performance targets

M7HE | 201819 | 201920 Current Year 2020124 Medium Term Revenue and
L . Expenditure Framework
Performance target descripfion Unit of t | Audited | Auditd | Audited | Original | Adjusted | Full Year |BudgetYear Budget Year Budget Year
0 0 0 Budget Budget Forecast 2021122 | 2022023 | +22023{24
Insert measure/s description - - - - - - - - -
Establishment of city improvement district Security and Safety = - - 2728 2728 2728 3120 3240 3360
services rendered = = = = = = = = =
Property Finance Advisory services Property Finance - - - 1000 2500 2500 2500 3000 2200
of a Financial inability % Collection of Project - - - - - - - - -
Implementation of a revised organisational structure | Filled v acancies - - - 25 687 22428 22428 29022 30876 32412
Implementation of the Risk Register and Internal Functional Intemal Audit - - - 198 218 218 425 500 600
Ungqualified Audit Report without findings Improved audit outcome - - - 959 - 959 1085 1161
Implementation of Enterprise Architecture/Master | 25% Implementation of - - - 800 849 849 500 540 583
Implementation of a Waste t 60% ex penditure of - = = 3071 5321 5321 - - -
Project preparation & packaging (Transactional Project preparation & - - - 1000 2000 2000 - - -
Monitor mSCOA compliance 100% mSCOA - - - 489 289 289 353 433 433
Talent management (Leaming & Growth) 99.00% - = - 863 798 798 820 893 930
Ensure Performance contracts and work plans for |Performance - - - 1182 1182 1182 955 1346 1413
Board & commitiee meetings organised and Board and Committee - - - 2516 2391 239 2417 2430 2444
Board Secretariat functions and legal suppert Effective Board - - - 100 100 100 103 103 103
SMME Dev elopment Strategy dev eloped Dev elopment of Strategy - - - 200 400 400 - - -
Research study on transport and logistics network |1 Research study on - - - - = = = = -
Market Research Index dev eloped 1 Market Research Index - - - - 200 200 300 350 350
Implementation of a Marketing Demand Creation, | 100% Dev elopment of - - - - - - - - -
BCMM Investment conferences held 1 Investment Conference = = = 400 100 100 500 550 550
NPO's trained on CSI Programme 3 NPO's trained - - - 64 64 64 100 107 107
Implementation of a Corporate Social Investment |3 NPO's funded - - - 200 200 200 200 200 100
Implementation of a Corporate Social Investment | Spensorships/donation - - - 150 150 150 100 150 150
Environmental Upgrade on Marina Glen B Environmental Upgrade - - - 1000 1630 1630 1247 1732 1396
Development of Phase 1 of the Integrated Integrated Beachfront - - - 1000 1546 1546 1100 1500 § 000
Commencement of project implementation Phase 1: upgrading - - - 16 764 85 379 85 379 31370 10 000 -
Commencement of project implementation at Court | Phase 1: upgrading - - - 14 280 42231 42 231 18 630 18 100 -
Dev elopment of a BCMM Business Improv ement  |Implementation Phase 1 - - - 1180 1944 1944 1000 1000 1000
Develop an Annual Performance Report Dev eloped Annual - - - 10 10 10 13 150 150
Number of BCMDA input BCMM Annual Report Number of BCMDA input - - - 50 50 50 52 55 55
Business Cases on Duncan Village Route No. of taunism routes - - - 700 900 900 700 500 -
Dev elopment of a Master Plan for an Industrial Fully dev eloped ICDP - - - 950 1100 1100 800 700 693
Commencement of Planning on Sleeper Project Preparation - - - 500 500 500 500 - 612
p 1 Tourism Infrastructure Masterplan | 100% im plementation of - - - 1000 400 400 800 1000 1000
Number of interpretive boards designed 1 interpretive board - - - 750 100 100 800 800 800
EAP (Wellness) program dev eloped Dev eloped and - - - 500 300 300 350 350 350
Compliance with Health and Safety Standards 100 % Compliance with - - - - 300 300 373 399 429
Implementation of litigation matters atiended to Attending fo litigation - - - 500 300 300 300 300 300
Public Art Programme Number of Public Art - - - 400 600 600 1000 3300 2000
Dev elopment of Inv estor Support Programme: - - - 300 300 300 - - -
Paricipation in Inv estor Promation Missions - - - 100 100 100 - - -
Number of Marketing and Communication services|Number of Marketing and - - - 450 650 650 1900 2550 2120
Support to Co-operatives - Implementation of Support to Co-operatives - - - 700 - - - 800 800
Smart City Strategy developed Smart City Strategy = = = 300 - - 200 216 233
Upgrading of Serv er Infrastructure Upgraded Server - - - - - - - - -
Impl of Board Video Equipment Video E Sy stem - - - - - - - - -
Support to Co-operatives - Implementation of Support to Co-operatv es 4 - - - 200 200 200 - - -
Implementation of Duncan Village Buy -Back - - - 10 278 2569 - 7708 30960 8435
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3.3.4. Implementation of Inner-City Safety Programme — Cleaning and Security

Services (R3.1 million)

Environmental Upgrading linked to infrastructure development will be
complimented by cleaning, safety and security modalities as part of the City
Improvement District process which was already started by the BCMM and
Organised Business through Invest Buffalo City and Call 2 Action
mechanisms.

This will enhance the recreational potential and give visitors to the City
peace of mind during day and night. In so doing attract and retain visitors
for longer periods. Over time the potential exists to increase the CID
process into the Quigney and the CBD as part of the University Town
Concept which has a direct impact on the activities taking place at the

beach front.

3.3.5. Socio- Economic Projects: Corporate Social Investment (CSI): R0.3 million

In responding to the mandate of Socio- economic development and keeping
cognisance of financial scenarios, the agency will reach out and assist Non-
Profit Organisations with contributory or seed funding for opportunities that
enhance the role of women and youth that implement projects that
complement the work of government.

Due to financial constraints, this has been allocated R300 350 with a split
between CSI for sponsorships and donations, Training for NPO’s and

Community Development Projects through assistance of NPO'’s.

3.3.6. Skills Development- Training and Study Assistance: R.820 million

The Skills Development Act requires organisations to invest in skilling its
workforce in line with the set objectives of the Employment Equity Act. The
agency has allocated an amount of R 820 000 in relation to skills
development.

Included above is R220 000 for study assistance and R 600 000 towards

training initiatives and workshops.

3.3.7. General Expenses: R 7.8 million

The 2021/2022 budget for general expenditure or other expenditure of R
7.8 million include day to day expenses for effectively running the

operations of the Agency.
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3.3.8. Employee Related Costs: R 28.7 million
¢ Included in the budget is employee related costs of R28.7 million compared
to R 25.9 million original budget of 2020/21 and adjustment budget of R22.2
million.
e There is R6.5 million increase which translates to 29% increase, due to the
following positions budgeted to be filled in 2021/22 financial year:
o Executive Manager: Investment and Tourism Promotion
o Project Manager: Rural Development
o Accountant: Financial Administration
o Junior Accountant: Financial Administration
o Junior Accountant: Supply Chain Management
o In addition, the budget includes 5% cost of living salary adjustment.
o The agency made a performance bonus provision of 5% of the
2019/20 salary cost, which approximates R 0.9 million.
¢ |t should be noted that the performance bonuses are subject to Board’s
approval, after a process of performance review which is also approved by
the Organisational Committee (OC) of the Board.
¢ Included further in the salary cost is the cost of salaries to be paid to those
that will be participating in the internship and learnership programme. This
is estimated at R 477 487.
o Most of the new positions in the approved organisational structure could
not be filled in the current financial year and are thus funded in the
2021/2022 budget.

3.3.9. Board Remuneration: R1.8 million
e The basis for the line item is based on the currently Board Remuneration

Policy, scheduled meetings and allowances payable.

3.3.10. Assets and Liabilities
o Other than the capital projects alluded to above, the agency has catered for
additional computer equipment and related software for staff members that
will be joining the agency and to replace those that would have reached
their useful lives to ensure effective functionality.
e The agency has also made provision for the office furniture as procurement
processes to accommodate the new staff members who will be joining the

agency.
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There is also a budget allocation for the implementation of master systems
or enterprise architecture wherein software solutions will be procured for
new systems and also integrate or interlink all systems of the agency.

The Agency is a VAT vendor and therefore on the tranches it receives from
the parent municipality, VAT output is due and payable to the South African
Revenue Services (SARS). Based on this budget, the agency is anticipating
that R 3 million will be due to SARS. It will be financed through profits of the
Agency.

3.3.11. Operating Income

Other than the operating grant of R48.4 million to be received from the
parent municipality, the agency anticipates earning interest of R.4 million
arising from investment that would have been made. The said interest
would increase if allocations for capital projects can be received at the
beginning of financial year.

A portion of the 8% project management fee earned from projects
implemented on behalf of the City will be re-invested as part of the reserves
of the agency if it is not fully utilised. It is anticipated that in total R4.4 million,
will be earned through project management fees from BCMM and DEFF.
The Agency further anticipates receipt of R 7.9 million as a development
levy fee for facilitating investment deals on behalf of the City.

There’s also a Neighbourhood Development Partnership Grant meant for
the Duncan Village buy-back centres and integrated waste management
services amounting to R 7.7 million which is funded by the European Union

and administered by National Treasury and the City.

LEGAL IMPLICATIONS
Compliance with Section 87 (4) of the MFMA.

FINANCIAL IMPLICATIONS
The agency’s budget for the 2021/2022 is R 119 million; broken down as follows:

o BCMM operational grant: R48.4 million;

o BCMM operational grant for capital projects: R 50 million;

¢ Neighbourhood Development Partnership Grant: R 7.7 million;

e Other Revenue: R12.9 million.
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6. RECOMMENDATION
6.1. Itis recommended that the Board approves the Final 2021/22 MTREF Budget.

al

21/05/2021 09:04:30 UT

JLgnan.uLgnaﬂ.me_LD_mB:’lﬁddS.—
CHIEF EXECUTIVE OFFICER
MR B NELANA

DATE: 21 MAY 2021
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