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PART 1

1. Mayoral Report by the Mayor

BUDGET SPEECH FOR 2022/2023 MEDIUM TERM REVENUE AND
EXPENDITURE FRAMEWORK

2022/2023 BUDGET SPEECH BY THE HONOURABLE MAYOR OF TSWELOPELE LOCAL
MUNICIPALITY, COUNCILLOR KR PHUKUNTSI DELIVERED AT HOOPSTAD TOWN HALL
ON TUESDAY, 31 MAY 2022

Madam Speaker

Honourable Councillors

ANC Regional Chairperson

ANC Deployees

Leaders of All Other Political Parties

Municipal Manager

Chief Financial Officer, Director Technical Services, Director Community Services and Managers
The Leadership of Business, Labour and Civil Society

Residents of Tswelopele Local Municipality

Distinguished Guests

Acknowledge my warm and heartfelt greetings to you.

Honourable Speaker, before | proceed, allow me to acknowledge the presence of the Pastors who have graced

this occasion.

INTRODUCTION AND OPENING REMARKS

Thank you once again for affording me the honour to present the Medium-Term Revenue and Expenditure
Framework for 2022/2023. We are honoured as Tswelopele Local Municipality to witness the collective
efforts of the management team and our employees, investors and all citizens to transform the municipality

to be a better place for all in these dreadful circumstances we find ourselves in.

The President of the country Matamela Cyril Ramaphosa in his address on the 4" of April 2022 has indicated

that it has been 750 days that, South Africa has been in a National State of Disaster. This is an extraordinary
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situation that is unprecedented in our country’s history. He further indicated that the declaration of a state of
disaster was a response to a global health crisis that posed a grave threat to the lives and the well-being of
our people. It is thus very important to note that with the changing weather seasons, different covid-19
response adjustment levels are interchangeably implemented which are guided by several criteria, including
the level of infections and rate of transmission, the capacity of health facilities, the extent of the

implementation of public health interventions and the economic and social impact of continued restrictions.

We are indeed operating in a tough economic environment. The whole world is affected by this Covid_19
pandemic, it has a very huge impact on the local economic activities and it has dictated the shifting of funds
to prioritise the Covid_19 related expenditure but we remain committed to improving the quality of lives of
our people.

Honourable Speaker it is our daily responsibility as Council and Senior Management to protect our
employees and to provide community members and other stakeholders, with the most seamless sustainable
municipal services as possible. We are following all developments made and are constantly aligning our
decisions and actions, as such we urge our community members, councillors and officials to register for

vaccination and abide by the recommendations of the government.

Honourable Speaker as | deliver my Budget Speech, | would like to state that with the efforts and
commitment of our employees and sector departments a thorough situational analysis was conducted which
gave insights to the challenges, root-causes and solutions on the current state of municipal affairs during the
strategic session held as IDP and Budget processes dictates. We also note the ever-increasing staff turnover
mainly due to retirement and death, as such more efforts should be placed on filling these vacancies in order

for the municipality to continue to fulfil its constitutional mandate which is provision of sustainable services.

Honourable Speaker and Councillors in the previous financial years the municipality experienced
community unrests in Hoopstad Tikwana which resulted in heavy service delivery destructions and further
shifting of municipal funds to momentarily attend to the circumstances. It is thus very important to state that
the municipality has not fully recovered from these losses and damages but has made immense progress in
ensuring that critical service delivery assets are procured. We urge our community members to stand with
us and support all innovative measures to be implemented in ensuring that we are take our municipality

forward.
We have also seen a drastic decrease in the community members paying for municipal services, this has

negatively affected our municipal budget and increased our debtors’ book. In addition to the declining

financial status, we should also be mindful of the potential revenue lost due to Covid 19 pandemic, this has
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aggravated the situation as the municipality is unable to generate revenue from services, rental of halls and

sports facilities, etc.

In our meetings with the members of the community we have emphasised the importance of paying for
municipal services. Councillors need to play a pivotal role in encouraging people to pay for municipal
services, refrain from illegal connections and theft of electricity, even our equitable share and MIG are
forever decreasing on a yearly basis. We also encourage those who cannot pay for municipal services to
register for indigent subsidy. We call upon cooperation from our communities during these processes and
commit that the fruitful results will be realised only when we work together.

Honourable Speaker and Councillors at large we need to acknowledge the challenges we are facing as the
municipality. In so doing, we will speedily realise the need to develop strategies that will respond to these
challenges.

OUR CHALLENGES

Our immediate challenges in service delivery include:

Curbing water losses and electricity losses to the acceptable level
Meeting the current water demand

Informal settlements

Tempering of meters or theft of electricity

Insufficient EPWP allocation used to appoint project workers

Filling of critical service delivery positions

Prompt replacement and regular maintenance of service delivery assets

Sealing of potholes and rehabilitating road network

© 0o N o g~ e D RE

Sustainable waste collection on a regular basis

10. Sustainable revenue collection

These are few examples of service delivery challenges which require our urgent attention. Our efforts and
response in this regard are always measured by the watchful eye of our communities. | would like to reiterate
that our main aim is service delivery, local economic development and good governance; however, it is
vitally important to manage the expectations of our people. Cognisance should be taken that we are a grant
reliant municipality with limited resources as such all our needs and desires will never be fully fulfilled or

executed in an ideal short period of time.
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The culture of non-payment of services by the community has been highlighted as one of the foremost
challenges facing the municipality today, which when considering that the ever-increasing costs associated

with the provision of municipal services cannot be recouped.

The other challenge the municipality is faced with is increase in consumer debtors because of non-payment
of services by communities. Accordingly, no Councillor should owe the municipality for services. In
addressing this, management should ensure that proper communication is made to indicate arrear debt which
should be paid immediately to reflect only the current account.

Note should be taken that extensive revenue collection measures are currently and will continuously be

implemented to enhance the collection of revenue and minimize unacceptable financial losses.

The Integrated Development Plan (IDP) and Budget | am tabling here today for approval, are the tools that
will guide us in becoming responsive to the needs of the communities we serve as well as addressing the

challenges we face as the municipality.

BUDGET PROCESS FOR 2022-23

The IDP and Annual Budget review process started with the approval of timelines in August 2021. The
Process unfolded accordingly as per the requirements of the Municipal Systems Act and Finance
Management Act, till this Council approved the Adjustment Budget and Draft Budget in February and March

respectively.

The municipality exists to serve the interest of our communities. Legislation in this regard calls upon the
municipality to consult communities on developmental issues within the municipal area. This is the reason

why we adopted the IDP and Budget Public Consultation schedule, we needed to consult our constituencies.

Honourable Speaker, in compiling the 2022/23 annual budget...

- We have followed the Municipal Finance Management Act, the Municipal Systems Act,
Municipal Property Rates Act and other legislation that regulates this process.

- We have observed the requirements of the Municipal Budget and Reporting Regulations;

- We have taken cue from the National Treasury Budget Circulars;

- We have consulted with strategic institutions such as NERSA,;

- Most importantly, we have consulted the Community of Tswelopele and all stakeholders that will
be affected by this budget.
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ALIGNMENT BETWEEN NATIONAL AND PROVINCIAL PRIORITIES

The Municipality cannot change the lives of our people and pursue the developmental agenda in isolation
from the other spheres of government. In this regard, our plans and strategies must take cue from the State

of the nation Address by the President as well as the State of the Province by the Premier of the Free State.

We are committed as the municipality to...

Improving access to sustainable basic services,

Fighting poverty amongst our communities

Creating employment opportunities through government programmes
Creating a conducive environment for our people to participate

o > b

Providing land (both business and residential purposes) to our people.

Honourable Speaker the municipality has programmes that talks directly to these objectives which are
funded internally and through grants. During our session with sector departments, we have also identified
programmes that are currently unfunded, however processes have been established to source funding to

realise these programmes in next financial years.

Honourable Councillors and the community at large, the 2022/23 medium term budget | am presenting here
today attempts to strike a balance between financial sustainability of the municipality (in light of the
prevailing social and economic conditions within the municipality) as well as maintaining service delivery

imperatives to ensure that basic services are provided in a sustainable manner.

In this regard, | would like to extend my sincere gratitude to all the residents and businesses who continue
to sustain this municipality by paying for their services. It is my strong wish that you continue with this good

practice as responsible residents of Tswelopele Municipality.

Madam Speaker, the underlying principles of this budget are as follows:

Strengthening financial management and accountability within the municipality;
Striving for financial sustainability by ensuring that the expenditure is aligned to the revenue;

Observe the cost containment measures and eliminate spending on non-core services;

A WP

Ensuring that the municipality generates enough revenue to ensure positive working capital.

Operating revenue budget
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Honourable Speaker, full details on allocations for each of the departments are contained in the budget book
(agenda) circulated to Councillors. At a high level, the operating revenue budget of the Municipality is R

196 .6 million. This revenue is generated from the following major revenue sources:

- Property rates R 27.9 million
- Service charges for electricity R 53.7 million
- Service charges for water R 5.3 million
- Service charges for sanitation R 6.4 million
- Service charges for refuse R 3.7 million

The municipality is also receiving about R 94 .4 million in terms of the operating grants and subsidies.
Included in this amount is Equitable Share which is also used to subsidise the registered Indigent Households
and Financial Management Grant which is used to build capacity within the Budget and Treasury Office
including employment of the Financial Management Interns. Other revenue sources are indicated in the
budget document which is before Councillors.

Tariff structuring

Madam Speaker, the Municipality annually reviews its tariffs in line with the Municipality’s Tariff Policy.
The policy provides a broad framework within which Municipal Council can determine fair, transparent and
affordable service charges that also promote the sustainability of service provision, taking into account the

social, economic and financial imperatives of the Municipality.

We have learnt of the deficiencies on tariff structuring within the municipality. This has led to the
municipality’s tariffs not being cost reflective. The need has aroused for the municipality to gradually
address this deficiency and we agree that it cannot be a once off endeavour. Over the years, the increase in
tariffs was not always commensurate with the inflation rate. There were financial years where certain tariffs
were not increased at all. This is currently having a negative impact on the budget as the current tariffs are
not cost-reflective. The need has aroused to increase the tariff with rate higher than the inflation to catch up

with the years where increases were not implemented.
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Accordingly, tariff increase for the 2022-22 financial year is in line with the inflation. Our tariffs will
increase with 6% on trading services (water service; refuse service; sanitation). Property rates and other
services will also increase with 6%. Honourable Councillors, the National National Energy Regulator of
South Africa (NERSA) approved an average increase of 7.47% for the municipality for the year 2022/23

financial year.

We have made a formal application to NERSA on the new tariff structure that will try to recoup the costs
associated with the provision of electricity. Tswelopele Local Municipality target indigent households as per
the approved indigent register for free basic electricity, all indigent households receive 50Kwh on a monthly

basis.

A detailed tariff list is attached to the budget document and | urge both Councillors and Communities to

familiarise themselves with the contents therein.

Operating expenditure budget

Honourable Speaker, the economic conditions within the country and specific to our municipality forces us
to do more with less resources. Accordingly, | submit to this Council, an operating expenditure budget of R

226.7 million (including non-cash items of R33 million). The major components of the expenditure are as

follows:

Employee related costs R 78 .7 million
Remuneration of Councillors R6.6 million
Bulk purchases (water and electricity) R55 million
Finance charges R1.5 million

Included in the total operating expenditure budget is R33 million of non-cash items (Debt impairment and
depreciation at R13 million and R20 million respectively). After accounting for other expenditure, the annual
budget of the municipality is funded in line with the requirements of the Municipal Finance Management
Act.
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Capital expenditure and funding

e Construction of sewer reticulation in Ext 10 (426 sites) R10 198 712,98
e Construction of water reticulation in Ext 10 (426 sites) R1 640 843,88
e Fencing of cemeteries erf 695 & 3654 R1 074 828,99

e The construction of 2km paved road and storm water drainage (Ward 6&7)
R2 842 996,32

e Upgrading of sports facilities phase 4 R824 580,00

e Fencing of Waste Water Treatment Plant in Tikwana R761 237,83

e Sewer Reticultion and 476 toilet structures in Ext 9 R7 927 551,69
o Refurbishment of Sewer Pump Station R4 348 448,31
e Upgrading of Bulk Water Supply Phase 4 - Contract A R13 329 000,00

e Energy Efficiency Demand Side Management Project in Both Hoopstad/Tikwana and
Bultfontein/Phahameng(Street lights, Municipal Buildings, water pumping infrastructure i.e waste
and water treatment plants.) R5 000 000,00

The above projects will mainly be funded from the conditional grants to be received from national/provincial
government Municipal Infrastructure Grant. The municipality plans to procure service delivery vehicles
during 2022/2023 financial year. This will be funded from internally generated funds to be raised from

various revenue sources.

ACHIEVEMENTS

Madame Speaker in the midst of the current descending economic environment with the Covid-19 pandemic

with its effects, the municipality had a backlog of 2020/2021 uncompleted projects which necessitated
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deferment in the 2021/2022 financial year. With the assistance of the provincial and national government

the municipality is at the stage of completing construction of toilet structures (837 sites) in phahameng(95%).

The country is facing serious challenges of water shortages due to draught, our municipality was declared a
draught area in the previous years. Our focus has been directed to water by fighting the leakages in our
townships in order to limit the water losses. The municipality has completed the upgrading of water treatment
plant in Tikwana Hoopstad. The project of water meter auditing is anticipated to be completed and the
replacement of damaged water meters will unfold to enable water charge on consumption and proper

monitoring of water losses.

We allocated sites to our people in the townships with the intention to eradicate informal settlement and
improvement of quality life for our communities. However the municipality is still experience the emerging

of informal settlements in municipal parks and area that do not have services.

The municipality has also upgraded sports facilities in Phase 5. This project aims to promote sports in our
previously disadvantaged communities. This will assist in reducing crime in our arrears as the focus of our
youth will be directed to sports and recreation. Sports programmes in the next financial year have also been

budgeted for to revive a healthy living in the municipality.

CONCLUSION

Madam Speaker to prepare a budget that will stand up for scrutiny requires an ability to take advises from

many quarters to analyse them and test them.

Amongst the sources of ideas, is the broader public consultation and engagement in the process and taking
ownership of the budget. This year all stakeholders have shared their ideas with us and can assure you their

inputs have been taken into consideration. This includes:

Prioritising of service delivery assets

Filling of budgeted critical service delivery positions
Installation of electricity pre-paid meters

The rehabilitation of roads

Promotion of the local economy

Collection of revenue and implementation of collection measures

N o ok~ w D P

Curbing the losses on both water and electricity
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After having considered all the proposals, | am privileged to present this annual budget as a statement of

collective responsibility for Tswelopele Local Municipality

In this regard Madam Speaker allow me to extend my sincere appreciation to the entire council of Tswelopele
for their undivided support. Let me also acknowledge the support provided by the Municipal Manager;
Directors and every official who was involved in this process.

Honourable Speaker and Councillors at large, | hereby table 2022-23 IDP and Budget of Tswelopele Local

Municipality for the fiscal year ending 30 June 2023 for your consideration and approval.
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2. Budget resolution by Council

22

10 / 05 BUDGET FOR THE 2022 / 2023 FINANCIAL YEAR
MINUTES ; SPECIAL COUNCIL DATE : 31 MAY 2022

1.
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PURPOSE

This item is submitted to Council for consideration and tabling of the annual
budget for the 2022 / 2023 financial year and two outer years [i.e. 2023 /24
and 2024 / 25] as required by the Municipal Finance Management, 2000 [Act
56 of 2003].

BACKGROUND

In terms of the Municipal Finance Management Act, 2003, section 24 (2)(a),
the annual budget of the Municipality must be approved before the start of the
new financial year, section 24 (2Xb), annual budget is approved by the
adoption by the Council of a resolution referred to in section 17(3)a)i) and
section 24 (2)(c) annual budget of the Municipality must be approved together
with the adoption of resclutions as may be necessary.

It is crucial that the Municipal Council approves the annual budget before the
start of the financial year.

STAKEHOLDERS CONSULTED

+ Mone.

LEGAL IMPLICATIONS

+ Compliance to the Municipal Finance Management Act, 2003 [Act 56 of
2003].

- Compliance to the Municipal Budget and Reporting Regulations.

STAFF IMPLICATIONS

. Mone.

FINANCIAL IMPLICATIONS

+* Approval of the item as submitted will constitute the tabled budget for
the 2022 / 2023 financial year.
* The following are the proposed tariff increases for 2022 / 2023 financial
year:
- Property Rates for all other propertias . B.0%
- Property Rates for agricultural properties P B.0%
- Water s 6.0%
" Refuse : 6.0%
- Sanitation : 5.0%
. Electricity . T.4T%
* All other tariff increases are per the Tarff List of the Municipality with an

average increase of 6.0%.
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. Formal application was made to NERSA on the electricity tariff and the
Municipality is awaiting the response.
- NERSA issued a pre-approved guideling.

. Failure to approve the "draft” budget by Municipal Council may result in
the deadline for the approval of the final budget not to be met, and the
results thereof will lead to all expenditure items having to be approved
by the Member of the Executive Council [MEC) responsible for local
government in the province prior to being incurred.

- The municipality maybe unable to render services to the community due
to none availability of financial resources if the budget is not approved.

. Section 139 of the Constitution may be imposed on the Council of the
Municipality.

- Non-compliance with MPRA Regulations.

ANNEXURE - SEE MEMORY STICK DOWNLOAD

. Budget Document.
* Tariffs List.
. Budget related policies.

RECOMMENDATION

1. That the annual budget of the Municipality for the financial year 2022 /
2023, 2023 / 2024 and 2024 / 2025 be approved as set out in:
[a] Table A1: Budgeted Summary.
[b] Table AZ: Budgeted financial performance [revenue &
expenditure by standard classification].
=] Table A3: Budgeted financial performance [revenue &
expenditure municipal vote].
[d] Table A4: Budgeted Financial performance [revenue &
expenditura].
[=] Table AS: Budgeted capital Expenditure by vote, standard
classification and funding.
[f Table AB: Budgeted financial position.
[Tl Table AT: Budgeted cash fiow.
(i) Table A8: Cash backed reserves / accumulated surplus
reconciliation.
| Table AD: Asset Management.
[ Table A10: Basic Services Delivery Measurement.
2. That the operating budget as set out in Table A1 — A4 and Capital
budget as set out in Table A5 be implemented with affect from
1 July 2021.
That property rates tariffs be approved in terms of section 14 of
Municipal Property Rates Act, 2004 [Act 6 of 2004).
That tariffs for services charges as reflected in the tariff list be
approved and implemented with affect from 1 July 2022,
That Council implements the electricity tariff as approved by NERSA
with effect from 1 July 2022,
That the following budget related policies be approved and
implemented with effect from 1 July 2022

@ o & w
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(a} Budget policy

(b) Virement policy

(c) Funding and reserves policy

{d} Banking ! cash and invesiment palicy
(&) Credit Control and debt collection policy
(f) Indigent support policy

(g) Bad debt write-off policy

(h) Property rates policy

(i) Tariffs policy

{l) Unallocated deposit policy

(k) Customer deposit policy

(I} Petly cash management policy

{m) Supply Chain Policy.

[FOR RESOLUTION]

Minutes: Special Council meeting: 31 May 2022

The Honourable Mayor delivered the 2022 / 2023 budget speech and it was well
accepted. The budget speech is attached as an Annexure to the minutes.

The Mayor proposed that the matter be resolved as follows and was seconded by Clir

RESOLVED:

1. That the annual budget of the Municipality for the financial year 2022 F 2023, 2023/
2024 and 2024 / 2025 was approved as set out in:

[a] Table A1: Budgeted Summary.

[b] Table A2: Budgeted financial performance [revenue & expenditure by standard
classification].

[e] Table A3: Budgeted financial performance [revenue & expenditure municipal
vote].

[] Table A4: Budgeted Financial performance [revenue & expenditure].

[=] Table AS: Budgeted capital Expenditure by vote, standard classification and
funding.

] Table A6: Budgeled financial position.

[=] Table A7: Budgeted cash flow.

[h] Table A8: Cash backed reserves [ accumulated surplus reconeiliation,

[ Table AD: Asset Management.

| Table A10: Basic Services Delivery Measurement.

That the operating budget as set out in Table A1 — A4 and Capital budget as set out

in Table AS be implemented with effect from 1 July 2021.

That property rates tariffs be approved in terms of section 14 of Municipal Property

Rates Act, 2004 [Act 6 of 2004].

That tariffs for services charges as reflected in the tariff list be approved and

implemented with effect from 1 July 2022.

That Council implements the electricity tariff as approved by NERSA with effect from

1 July 2022,

That the following budget related policias be approved and implemented with effect

from 1 July 2022:
(a) Budget policy
(b) Virement policy

@ oo wow
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() Funding and reserves policy
(d) Banking / cash and investment policy

(e) Credit Control and debt collection policy

{f) Indigent support policy

(g) Bad debt write-off policy

(h) Property rates policy

(i} Tariffs policy

(i} Unallocated deposit policy

(k) Customer deposit policy

(I) Petty cash management policy

(m} Supply Chain Policy.

That a workshop be conducted for all Councillors on the budget related policies.
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3. Executive summary

Tswelopele Local Municipality’s budget process started in August 2021, when the Municipal
Council approved budget timelines as required by legislation. Subsequent to the approval, the
schedule was sent to the relevant stakeholders and the processes pertaining to the review of the
IDP and compilation of the annual budget has been undertaken as per the schedule [with
immaterial deviations from the schedule as adopted by Council].

The 2022/2023 Draft Budget was tabled to council in March 2022 as per the provisions of Municipal
Finance Management Act 56 of 2003; section 16 (2). The draft budget went through the public
participation process in order to source inputs form the community as well as the other
stakeholders. Public participation was conducted through public meetings.

It is still the municipality’s core goal to stabilise the municipality’s finances and drive quality service
delivery. In this regard, the municipality’s operational procedures, inputs made by the public during
the public participation meetings and service delivery priorities were reviewed as part of this year’s

planning and budget process so as to get the most out of the limited resources of the municipality.

During the month of May 2022, the municipality held a two-day strategic plan session headed by
the mayor. Invited to the strategic plan session were the representatives from the department of
Roads and Transport, Human Settlement, Department of Economic, Small Tourism and
Environmental Affairs and Provincial Treasury. The purpose of this session was to review and
improve the municipal performance targets as well as ensuring that the budget implementation is

channelled towards service delivery within the municipality. 2

The main concern at this stage is that the municipality vastly depends on grants from national
government because the majority of revenue is made up of equitable shares and some other
Operational Grants [i.e. Financial Management Grant, and a grant from Public works]. This is
despite the fact that the municipal debt book is currently standing over R 130 million.

Table SA 18 on the municipal annual budget tables clearly distinguishes between all the different
grants allocations. The total operating grants allocated to the municipality for 2022/2023 amount
to R 94.4 million. This allocation has increased with R 9 million compared to 2021/2022 operating

grants allocation.

In terms of statistics (Census 2011), Tswelopele municipality comprises 11 992 households, this
number has increased to about 13 300 in 2022 of which over 70% of these households are poor.

The municipality subsidies the indigent households within the municipality with Free Basic services
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on monthly basis, these free services are subsidised through the equitable share grant allocation.
The challenge faced by the municipality is that some of the indigent households do not register
during the indigent registration process, which leads the municipal debt book growing.

Tabling together with this budget is the municipal’s budget related policies, one these policies is
the indigent policy which governs the indigent processes of the municipality. For 2022/2023
financial year, the indigent policy has been amendment to open for once-off registration after every

three years cycle.

Budget Assumptions:

National Treasury MFMA Circular 112 and 115 were used to guide in the compilation of the
2022/2023 Medium Term revenue and expenditure framework. The mSCOA version 6.6 was also
introduced with the circulars and thus the budget tables were compiled and reported in terms of
the said circulars.

The following budget principles and guidelines informed the compilation of the 2022/2023 Medium
Term revenue and expenditure framework:

e 2021/2022 MFMA Section 72 report — mid-term assessment report

e 2021/2022 Adjustment Budget

e Average CPI from 1 April 2022 to 31 March 2023

e National Treasury Guidelines and circulars

¢ National and Provincial Budget priorities

o Stakeholders’ inputs

Total revenue is anticipated to grow in the mid-term. The growth will be informed by the increase
in tariffs on service charges as well increase in operational grants allocation. The municipality
aligned its budget to the national and provincial priorities, mentioned below are some of the
National and Provincial priorities:
=] National Priorities
o Increase access to basic services
o Sustainable employment growth through increased public investment
spending
=1 Provincial priorities
s Fighting Poverty

o Reduce Crime
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Tswelopele local Municipality prepared its budget with all these priorities in consideration [e.g.
sustainable employment: job creation through MIG and EPWP and provincial priorities such as
fighting poverty]. Currently the municipality has eradicated all the buckets in its jurisdiction except
in new areas within the municipality. This budget is catering for construction of sewer and water
reticulation in extension 10, this project is a multi-year and it kickstarted in 2021. The project is
fully funded by the capital grants allocation.
All households within Tswelopele municipality have access to basic services, mentioned below is
the progress made to address any backlogs in the municipality:

o All households have access to water and sanitation

s All households are connected to public sewerage network

3.1. Operating revenue overview

Tswelopele Local Municipality has implemented Funding Plan Strategy with the purpose of
improving revenue, addressing long outstanding debts as well as improving funding of budget in
long run. The strategy served before municipality council updating municipal council on
implementation progress during 2021/2022 financial year. The updated funding plan is
accompanying this budget.

Extensive revenue collections strategies will also be implemented in the 2022/2023 financial year

to optimize the collection of debt owed by the consumers.

The following key components were used in terms of budgeted revenue of the municipality:

¢ National Treasury MFMA Circulars

o Estimated Electricity Tariff increases pending the approval of the National
Electricity Regulator of South Africa

e Latest Valuation roll in terms of Municipal Property Rates Act, Act 6 of 2004 as
amended

¢ Municipality’s indigent policy

e Tariff Policy of the Municipality

e Tariff Increases for Water, Refuse and Sewerage

e Targeted revenue collection rate averaging over 95% of the billed revenue.

The table in the next page summarises the 2022/2023 revenue by source:
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As it can be seen from the table below, the revenue of the Municipality will increase in the medium-term, the main contributor is revenue from

National Transfers (Grants):

2022/23 Medium Term Revenue & Expenditure
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Description Ref 201819 2019/20 2020121 Current Year 2021/22 Framework
R thousand 1 Audited Audited Audited Original Budget Adjusted Full Year Pre-audit Budget Year |Budget Year +1 | Budget Year +2
Qutcome Qutcome Qutcome Budget Forecast outcome 2022/23 2023124 2024/25
Revenue By Source
Property rates 2 22 365 22334 25445 24948 26195 26195 23176 27 887 29 400 31164
Service charges - electricity revenue 2 39 500 40773 43248 46 936 49478 49478 31906 53681 56 633 60 031
Service charges - water revenue 2 5530 5641 5589 4932 4932 4932 40M 5333 5626 5963
Service charges - sanitation revenue 2 5132 5740 6 061 5938 5938 5938 5321 6408 6 760 7 166
Service charges - refuse revenue 2 3357 3728 391 3430 3430 3430 25895 3743 3049 4186
Rental of facilities and equipment 788 959 1534 298 313 313 b0 M7 366 388
Interest eamed - extemal investments 1745 1420 795 1300 1300 1300 27 1300 1400 1600
Interest eamed - outstanding debtors 875 1622 1799 265 265 265 2096 281 296 314
Dividends received 58 61 65 100 100 100 96 130 150 150
Fines, penalties and forfeits 332 a2 529 389 499 499 431 596 628 666
Licences and permits 24 75 68 60 40 40 57 70 74 78
Agency services - - - - - - - - - -
Transfers and subsidies 73204 77692 94 669 84 620 84 620 84 620 59 861 94 460 98 752 104 608
Cther revenue 2 1478 1734 299 1580 3508 3508 2939 2360 1943 2030
Gains 90 (29) 440 — - — - — - —
Total Revenue (excluding capital transfers and 154 481 162 123 187 158 174796 180618 180618 133125 196 575 205978 218 345
contributions)




Table 2: Grants

2022723 Medium Term Revenue &

Description Ref 2018/19 2019/20 2020/21 Current Year 2021/22 Exvoanditure Fr "
R thousand Audited Audited Audited Original Adjusted Full Year Budget Year | Budget Year | Budget Year
Outcome Outcome Outcome Budget Budget Forecast 2022/23 +1 2023/24 +2 2024/25
RECEIPTS: 1,2
Operating Transfers and Grants
National Government: 69 989 76 977 91 168 84 620 84 620 84 620 94 460 98 752 104 608
Local Government Equitable Share 67 019 73 688 88 030 81535 81535 81535 91219 96 652 102 508
Finance Management 1970 1970 1970 2100 2100 2100 2100 2100 2100
EPWP Incentive 1000 1319 1168 985 985 985 1141
Other transfers/grants [insert description]
Provincial Government: - - - - - - - - -
Other transfers/grants [insert description]
District Municipality: - - - - - - - - -
[insert description]
Other grant providers: - - - - - - - - -
[insert description]
Total Operating Transfers and Grants 5 69 989 76 977 91 168 84 620 84 620 84 620 94 460 98 752 104 608

Total grants received will increase in 2023/24 and 2024/25 due to increase in equitable share allocation.

No allocation will be received for the EPWP in 2023/24 and 2024/25 financial year.
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Different components of revenue will be discussed in this page

3.1.1. Electricity

Tswelopele Local Municipality comprises of 2 townships (Phahameng and Tikwana) and 2 towns
(Bultfontein and Hoopstad), and according to the latest census 2011 result, the municipality has
11992 households. Out of these 11992 households, the Municipality only sells electricity to about
1350 households and the rest are serviced by Eskom. The Municipality buys bulk electricity from
Eskom to sell to these households and businesses in Bultfontein and Hoopstad respectively.

National Energy Regulator of South Africa (NERSA) has issued a pre-approved tariff increase of
7.47% for the 2022-2023 financial year. Tswelopele Local Municipality target indigent households
as per the approved indigent register for free basic electricity. All indigent households including

those supplied by Eskom receive 50Kwh on a monthly basis.

The municipality has appointed a consultant for installation of pre-paid electricity meters in
Bultfontein and Hoopstad. The consultant was appointment was only finalised towards the end of

April 2022 and the project is on the commencement phase.
The municipality is intending to apply for the new tariff structure; however, the public participation

process will need to be followed in order to bring the matter to the attention of the municipal

residents and affected stakeholders.

3.1.2. Water
The Municipality is billing townships at a flat rate, the intention is to bill them on a consumption
base in the near future. However, the water infrastructure needs to be upgraded/repaired for this
target to be achieved. Billing of townships on consumption-based will only be implemented when
the water meters are fixed, which currently is not yet the case.

The Municipality will increase water tariff with 6%.

In terms of the free basic services policy of the municipality, all households receive the first 6kl of

water per month for free.
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3.1.3. Sanitation (Sewerage)

The tariff will increase with 6% for sanitation from 1 July 2022. The following factors contributed to
the tariff increase:
e Sanitation charges are charged at a flat rate, irrespective of the quantity of water used /
consumed
e Free Sanitation is only provided to indigent households as per the council approved
Indigent register
e There is no inclining tariff structure for sanitation consumption
e Proposed tariff is in line with CPI 2022/2023.

3.1.4. Waste Removal

The tariff increase for waste removal is 6%; the increase is line with CPIl 202/2023. The following
factors were considered for the proposed tariff increase:
o Waste removal charges are charged at a flat rate, irrespective of amount of waste removed
e The increment will also cover the wear and tear off all the trucks and vehicles used to
provide this service
o Free waste removal is only provided to indigent households as per the council approved
Indigent register

e All 11992 households waste are removed once a week

3.1.5. Property rates

Property rates is a statutory tax charged on all property owners within the jurisdiction of the
Municipality. The tax is imposed in accordance to section 229 of the Constitution of South Africa
and Municipal Property rates act, act 6 of 2004 (MPRA). In terms of MPRA [original Act] the
municipality must prepare a valuation roll after every 5 financial years. Tswelopele Local
Municipality first implemented the valuation roll in accordance with MPRA prescripts on the 15t July

2009. The current valuation roll was effective from July 2017 and it will be ending by June 2022.

The process to compile the new valuation roll has been finalised, the new valuation roll will be
implemented on 1 July 2022 and will be effective until June 2027.

The municipality will increase the tariffs on Property rates by 6% for all the properties for the
2023/23 financial year.
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3.2.

Operating Expenditure Framework

The municipality budgeted for an expenditure budget of R 226 720 000 (including non-cash items
of R 33 000 000). The budgeted expenditure is informed by the following:

The table below show the total budgeted expenditure:

Balance budget constraints — the municipality must not budget for a deficit

Funding of the budget as based on section 18 and section 19 of Municipal Finance

Management act, act 54 of 2003

National Treasury MFMA circulars

South African Local Government Bargaining Council collective agreement on salaries
Average CPI from 1 April 2022 to 31 March 2023.

Description Ref | 201819 | 2090 | 2020 Current Year 2024122 e 1y e
Framework

Audited Audited Audited g Adjusted Full Year Preaudit | Budget Year [Budget Year +1|Budget Year +2

Rbmewd V], Ovkams | Oukaams | O |70 PO Blljdgel Forecast | outcome zd:zm | A

Expenditure By Type

Employee related costs 2 63 246 £6 581 69215 13753 74135 7413 2751 78740 81979 867173
Remuneration of councilors 5471 5610 5610 103 625 625 334 6569 6930 1346
Debt impairment 3 amMm 16 205 1769 13000 13000 13,000 137 13000 13000 13000
Depreciation & asset impaiment 2 229 28 %6 33259 20000 20000 20000 - 20000 20000 20000
Finance charges 3645 1662 3591 1700 2700 2700 2208 1500 1583 1677
Buk purchases - electrcty 2 3130 ¥ 3766 49562 H34 H34 26046 55009 58035 61517
Inventory consumed 8 6078 8 046 9521 2039 22 866 22 866 1538 16459 17364 16406
Contracted services 10650 14880 20202 9618 137 1% 18127 26010 25901 2035
Transfers and subsidies - - - 10 10 10 - 15 16 17
Other expenditure 45 136876 14212 18684 9947 9622 9622 10126 935 9802 10348
Losses (3830) 3006 47 - - - - - - -
Total Expenditure mm I 194 785 11219 206711 213598 213598 104 325 2067120 234 609 246 448
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3.3. Analysis of Capital Budget

Tswelopele Local Municipality capital budget is funded through Municipal Infrastructure Grant.

The following are the major capital projects budgeted for:

Estimate/Budget

Project name Unticipated completion
Funder . = = for 2021-2022

Phahameng/Bultfontein:
MIG Construction of sewer 31-Sep-22 R10 198 712.98|
reticulation in Ext 10 (426 sites)
Phahameng/Bultfontein:
MIG Construction of water 31-Aug-22 R1 640 843.88
reticulation in Ext 10 (426 sites)

Tikwana: Fencing of cemeteries

30-Nov-22 :
erf 695 & 3654 (MIS:317809) ov i UZO tnd i)

MIG

Tikwana/Hoopstad: The
construction of 2km paved road
MIG . 30-Jun-24 R2 842 996.32
and storm water drainage (Ward

68&7) (MIS:356848)

Tikwana/Hoopstad: Upgrading of

MIG sports facilities phase 4 30-Sep-23 R |
Fencing of Waste Water

MIG Treatment Plantin Tikwana 30-Sep-23 R761 237.83

(Hoopsta)
Bultfontein/Phahameng Sewer
WSIG Reticultion and 476 toilet 20-Dec-23 R7 927 551.69
structures in Ext 9

Bultfontein/Phahameng

WSIG Refurbishment of Sewer Pump 30-Nov-22 R4 348 448.31

Station
e Upgrading of Bulk Water Supply 31-Mar-23 Ry

Phase 4 - Contract A - Hoopstad

Energy Efficiency Demand Side
Management Project in Both
Hoopstad/Tikwana and

DMRE ([Bultfontein/Phahameng (Street 30-Jun-23 R5 000 000.00]
lights, Municipal Buildings,
water pumping infrastructure i.e

waste and water treatment
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4. Annual budget tables

The following tables will show annual budget tables and the analysis thereof:

F5183 Tewelopele - Table A1 Budget Summary

2022423 Medium Term Revenue & Expenditure

Description 201812 2w 202061 Current Year 2021122
Framewark
R ihousands Audited Audited Audited Oviginal Adjuated Full Year Pre-audit | BudgetYear | Budget'Year | Budgst Year
Duicoms Outcome Outcoms Buagst Bdgat Forecast outcome FlirrIrE] +1202304 | 47 302425
Financial Performance
Property rates 22365 22334 2544 22845 26185 26185 23176 27 867 29400 IR
Senice charges 53520 558382 5818 61237 63778 B3 TTE 43882 69 165 72969 T T
meestment revenue 1745 1420 785 1300 1300 1300 27 1300 1400 1600
Transfers recognizad - operationa T304 77 Ea2 54 5639 54620 B4 520 84 620 59881 84450 98 752 104 605
CTner own revenue 3647 4735 T4 2EM 4724 4724 6170 3783 3458 JEX
Total Revenus (excluding capital tranafera ang 13481 162 123 187 158 174796 1680618 a0 618 1331235 196 575 05978 218345
confributions)
Employes costs 63245 66 551 8213 T3TES 74135 T4 135 4273 TETH 814979 86773
Remuneration of councilors 5477 5670 5670 TIE3 6256 6256 3384 £ 569 5930 TS
Depeeciation & asset impairment 242689 28 246 33 259 20 000 20000 20000 - 20000 20000 20 D00
Finance changss 3645 1852 350 1700 2700 2700 2208 1500 1583 1677
mventory consumed and bulk purchases 20s 44323 45 286 T1600 66 308 65308 27383 71458 75359 TSI
Transfers and grams - - - 10 10 10 - 15 1& 17
Omer expenditure 41807 48 304 57 258 32615 24183 44 188 28 3590 48428 45702 50713
Total Expenditure T AT 184 785 217 279 206 ™1 213 538 213 588 1043235 226 720 234 608 245 445
surpluaDsficit) [25 291) (32 £52) {20 121) [31 515) {32 580} [%2 080 28 800 130 145) [25 631) {28 104}
Transfers and subsdies - capital menetary alocations)
{National / Provincial and DistricT) I 518 15146 45 266 28132 29142 29182 (4 209) 35532 Ean I
Transfers and subsdies - capital menetary alocations)
(National / Provincial Departmental Agenties,
Househalds, Nor-peofit Instiutions, Private Enberprises
Public Comporatons, Higher Educational Instiutions) &
Transfers and subsidies - capital (in-kind - all) 110 118 a0 - - - 83 100 106 112
14337 {17 390) (2723 13 758) [3788) 24 679 5 487 TEES 11152
SurplusiDeficit) after capital transfers & contributions
Share of surplus’ (deficif) of associxe - - - - - - - - - -
SurplushDeficit) for the year 14337 (17 399) - (2723 13 758) [3788) 24679 5 487 TEES 11152
Capital expenditurs & funds seurces
Capital sxpenditurs n47 (80 373} o587 30182 42 3422 2444 38 430 35030 41 102
Transfers recognised - capial - 24 506 28132 28142 35182 244 34 532 Eamm 3814
Bompaing - - - - - - - - -
miernally generated funds - - (334) 1930 31250 3250 1408 3508 2819 2555
Total sources of capital funds - 24 172 30182 44z a4z 2353 38 430 35030 41102
Financial position
Toial curent assets L2112 48 356 81471 127 527 134 521 134521 a3 152 116 798 102 123 55 454
Teial non curment assels B52 05T 615 728 633 430 E4T 403 648 553 685 663 514578 680 332 688 362 TI9 4
Total current liabifties 4397 103 608 104 094 a7 104 361 (101 755) 123575 S T3 G2 483 85733
Total nen cument liabiities 4879 36 653 52564 28238 28239 (25 259), 523564 34455 M 54435
Community weah/Equity HTTH 546877 531961 E48 629 550 364 650 564 479 357 B45 882 653 568 554720
Cash flows
Met cash from (used) operating 124123 78502 238 329 34T 55929 35929 B3a7 31887 4356 3T 442
Met cash from jused) investing 30 43 (27 364) [29 682) (29 552 [29/682) (3 255) (37 930 [35030) 141 102)
Met cash from (used) financing - - {15) - - - 385 - - -
Cash/cash equivalents at the year end 124432 T8 546 223519 IT410 Ja 838 se38 180135 16630 12956 9295
Cash backing/surplus raconciliafion
Cash and investments available 2803 12408 13540 IT410 Ja 838 se38 19 800 16630 12956 9295
Application of cash and investments 45 662 50 844 45 697 G783 14090 (152 026 46 805 (7 080) (924) 5385
Balance - surplus [shartfall) [35 B5%) {38 435) (33 158) 30 628 24549 730 664 {27 008) 23720 13 88D 3530
Az56t managemant
Azzel register summary [WOV) &31015 576 356 74214 B4T 403 548663 645 663 548 8683 B8O 332 655 362 TI4ad
Depeeciation 24288 28 246 32354 20 000 20000 20000 20 000 20000 20000 20 D00
Renawal and Upgrading of Existing Assets [¥6 269) {36 098) {B9g) 10 094 LT 9804 9 804 13301 14 087 14575
Repairs angd Maintenance 451 7441 12227 5381 13878 13878 13878 16105 16674 17674
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F5183 Tawelopele - Table A2 Budgeted Financial Performance (revenue and expenditure by functional classification)

20122123 Medium Term Revenue & Expanditura

Fumciional Classification Deacription Ref | 209813 201920 n20iz1 Cument Year 2021122
Framewark
Audited Audited Audited . Adjusted Full Yaar | BudgstYear |Budget Year +1|Gudgst Year +2
R housand ' | ouboms | oveome | ouieome | on SUO E-ujm_@ Forecast :ugéa E&zﬂa ?&ms
Revenus - Funciional
Governance and adminisiration 103 569 107 %28 139 007 11231 114716 114716 125776 M85 138170
Executive and councl 1491 15891 54141 B3 263 B3 303 B3 303 93253 a7 ed 1028942
Finance and adminisration 102 578 32 6 44 856 053 413 a3 2553 um 36228
Il udit - - - - - - - - -
Community and public safety 1370 1086 1635 -] 154 154 094 1043 1112
Commenity and socal senices 442 35 476 i 45 45 57 60 i
Spart and recreaton £ 329 115 (i3] 1473 1473 w7 585 1043
Puic ety 138 - - - - - - - -
Housing 181 - - - - - - - -
Health - - - - - - - - -
Economic and environmental senvices 30 40 11910 21838 1758 17508 759 18E51 19677 20857
Planning and devesopment 188 22 13 @ | | 110 116 123
Fad transport o2 11618 21785 T4 fr4: 1438 18541 19561 7.
Environmental protection - - - - - - - - -
Trading seqvices i 469 56 461 %974 Ti413 76 D65 Th 065 6 786 a0 24 96451
Energy sources 2448 40785 440 a1 78S 40 7ES ooy 60953 63413
Widier management 553 5644 16582 16832 16832 16932 17609 18577 19682
Wiaste water management 5132 £:305 £ 061 593 598 598 f 405 6 TED 7166
Waste management 3% 3728 39 343 143 143 374 353 4185
dther 4 - - - - - - - - -
Todal Revenus - Funclional 2 192 108 177 37 23151 203 988 209 510 209 810 2T M1 B85 257600
Expanditurs - Functional
Govemnanee and adminisirRtion i3 548 B3 356 177 BT 1 575 LIETE #0208 40954 4270
Executive and councl 41068 46793 57055 3820 40 843 40 B3 38095 37860 30897
Finance and adminisraton T4 36 763 39122 28451 <] AT 13 3084 3373
Imtemal Fudi - - - - - - - - -
Cammunily and public safety 778 13653 21961 §Ti4 998 998 963 oAz 10813
Comminity and 500l senices 1985 g4 17497 6% 45N 45N 4370 4610 4674
Sport and recreation 4112 4123 4454 50 538 538 330 J602 5038
Pusiic szety 1621 128 - - - - - - -
Haousing - - - - - - - - -
Health - - - - - - - - -
Economic and enviranmental senvices 17 48 19429 21 462 2084 ELE| ELRE]| FLNTE] 25083 26558
Planning and deveiopmant 5774 7163 7187 5044 . . 1055 6396 6756
Foad fransport 12174 12 266 14 276 14895 7132 132 17718 18687 19801
Envircmmental protection - - - - - - - - -
Trading senvices BT 068 B2 782 B3 360 Bo 455 BT 783 7 783 1305 106 361 114808
Ensey sources 37 354 42427 47055 L6338 40030 40030 61838 63189 60045
Viler management 1218 15030 16073 14855 7oz 7oz 19382 il 5 21574
Viaste water management 510 14104 1209 1055 11543 11543 12124 12790 135538
Wizste management 25176 1z g0z BETL gTa2 gTa2 9508 ooz 10630
dther 4 - - - - - - - - -
Total Expenditurs - Funfional 3 18 23 199 &0 I 20671 2358 21355 2ETH 20 648
Surplusi{Deficit) for fre year 1086 122033 5554 [FEEE] [3 78| s 5457 768 11152
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F§183 Tswelopele - Table A3 Budgeted Financial Performance (revenue and expenditure by municipal vote)

Vote Desciption Ref| 819 | mam | 20 Cunent Vear 021722 nin “‘*d'”r“;'”‘ Revenue & Expenditr
ramework
Ribousind Audited Audited Audited Orginal Budget Adjusted FulYear | BudgetYear |Budget Year +1|Budget Year 2
Qutcome | Outcome | Oufcome Budget Forecast 02207 103 22425
Revenue by Vote
Voie 1 - Bxecutue 1%7 16 3% 84651 8329 333 5333 13293 97106 1012%7
Vote 2 - Budget and Treazury Offce 14023 1782 737 1K 4630 4630 4375 45% 4750
Vote 3 - Community and Social Servies 1061 b6 1248 785 1560 1560 1042 1099 1169
Vote 4 - Public Safety - 9 - - - - - -
Votz 5 - Sport and Recreation 2 i [l - - /i A P
Votz b - Waste Management 337 318 39 340 34 LK 318 399 4186
Votz 7 - Waste Water Management 5132 6305 B 6! 593 593 593 £408 b 780 166
Vatz 8- Road Transport A2 11618 176 1743 1143 1743 18541 195! 0734
Vatz 9- Water 553 564 165%2 16932 10932 16932 17609 18517 19692
Vate 10 - Electricy 2448 4T85 4401 LINIE 49765 49765 i) 60 %98 6418
Vate 11 - Corgorate Senices B35 ¥ 130 5316 26563 2 503 18148 2 6% 31418
Vote 12- - - - - - - - - -
Vote 13- - - - - - - - - -
Vote 14- - - - - - - - - -
Vote 13- - - - - - - - - -
Total Revenue by Vote ! 192108 1737 13254 207988 09640 M40 man 242795 357600
Expenditure by Vote to be appropriated
Vate 1 - Executue 46043 53%% YY) U1l 45044 4804 45130 U205 45693
Vot 2 - Budget and Treasury Office 1935 B il i 7% 7% 336 39625 410%
Vote 3 - Community and Social Servies 1075 12764 15 1886 § 3! § 301 §863 9350 989
Vate 4 - Public Safety 637 i3 695 Thf 128 ik Ll 12 i
Vote 5 - Sport and Recreafion 1] ] 109 b %5 25 i 50 5
Vot b - Wastz Management B1Te 112 902 §874 9762 97k 9506 10028 10630
Vote 7 - Waste Water Management 9108 11 1 1095 11948 1198 121U 12790 13558
Votz 8- Road Transport 12174 12266 14276 14 8% 132 7132 11718 18687 19801
Vatz 9- Water 128 15030 16073 14898 11042 17042 19592 2033 21514
Votz 10 - Electricy 37504 0 4705 5 688 49030 43030 61839 69169 69 (46
Vate 11 - Corgorate Senices §123 13 666 12648 13104 1273 1274 12767 13488 W
Vote 12- - - - - - - - - -
Vote 13- - - - - - - - - -
Vote 14- - - - - - - - - -
Vote 13- - - - - - - - - -
Total Expenditure by Vote ! 18120 19940 1290 06711 1359 213508 0670 2600 AU 448
Surplus/(Deficit) for the year ! 10816 (22033 955 2123 (3788 (3788) 5487 1 666 11152
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F$183 Tswelopele - Table A4 Budgeted Financial Performance (revenue and expenditure)

2022123 Medium Term Revenus & Expenditure

Dascription Ref | 201812 218020 020 Gurrant Year 2021122
Framawark
Rihousand . Auditad Auditsd Audited origina Budgt Adjuatad Full Yaar Pre-audit | BudgstYear |BudgstYear +1|Budgst Year +2
Outcoms Dutcome Duicoms Budgst Forecast outcome 202073 2020 A2
Revenus By Sourcs
Propedy rates z 1365 12334 25845 Mg 2615 2619 23176 77 a7 29400 311
emice charges - electricity revenue z 18300 4773 43248 4593 45473 40478 31908 T3 6H 36833 B0 03
Semice charges - water revenue z 550 GE4 5580 Lan 4432 4832 40m 313 5626 5963
Semice charges - saritabon revenue z ERkH 540 b 081 3938 593 5838 53 6408 B 76D 7164
Bemice charges - refuse revenue z EE) 37 381 3430 3440 1430 2563 3743 jue 4188
Rental of faciifies and equipment 88 95 154 28 33 i3 550 ur 366 88
Irfetest samed - external investments 1745 1420 795 1300 1300 1300 ] 1300 1400 1600
Irerest eamed - wtstanding debioes L 1] 1622 1799 265 263 25 20% il 296 4
Dividends recived 58 B 3 100 100 100 W 130 150 150
Fines, penalties and fodfeits kL in 529 ki 4 449 43 6 628 B4
Licences and permits u [£] 68 60 L 4 5 0 4 T4
FRgency semvices - - - - - - - - - -
Transfers and subzidies T TR o4 859 B4 620 ME BE20 59 861 B 450 Wi 104 603
et revenue z 1478 1714 2996 1380 3508 1508 283 2360 1843 203
Gains %0 ) 440 - - - - - - -
Total Revenus (sxcluding capital tranafers and 134481 {6210 187138 174788 180 618 180618 133125 188 573 H3m 218345
contributions)
Expenditurs By Typs
Emgloyee related costs z £ 246 66 581 B8 215 13783 74133 74133 42731 8740 814978 88773
Remuneration of councllars 3477 5670 3670 7033 b 256 f 236 33m 6569 6930 7344
Dbt impairment :] il 16203 17699 13000 13000 13000 13 13000 13000 13 000
Depreciation & asset impaiment z M 28245 33259 2000 20000 20000 - 2000 20000 20 000
Finanee charges 3645 1662 358 1700 2700 2700 2208 1500 1583 1617
Bulk purchases - slechicty z 2R k] w2 38 766 43362 43482 43442 26 048 55009 38035 61317
rventory consumed ] 6078 B04s §51 gl 12 868 21 baa 1538 16459 17 364 18404
Coniracied services 10630 14880 020 9618 21 367 20 37 18127 X070 25901 27 363
Transfers and subzidies - - - 10 10 10 - 15 16 17
(rher expenditure 43 13876 14212 18884 ga97 9822 §p22 1012 9358 9402 10348
Lozses [3830) 1008 i3 - - - - - - -
Total Expanditurs mm 184785 i MM 213508 218 104 325 2670 14 B0 246 448
Surplual{Deficit) (23 281) (32 662) {30 121) (31913 (32 480) (32 Ba0) 2 800 (30 143) (28 631) (28 104)
Transfers and subsidies - capital (monetary allocations)
[Nafional | Provincial and District) 758 13146 45 256 Rl 8182 0192 [4.209) 35 3621 o4
Transfers and subsidies - capital [monetary allocations)
[Nafional | Provincial Deparmental Agencies,
Househalds, Non-peofit Instfutions, Private Enterprises,
Public Corporatons, Higher Educational Insfaudions) ] 110 118 8 - - - &8 100 108 112
Transfers and subsidies - capial (in-kind - all - - 4 - - - - - - -
m (17 309) 15233 2123) (3788) [3788) M 1447 7626 1132
Surplual{Deficit) after capital tranafers & contributions
Taxation - - - - - - - - - -
Surplual{Deficit) after taxation m (17 309) 15233 2123) (3788) [3788) M 1487 7626 1132
Adtrikutable t minorities - - - - - - - - - -
Surplual{Deficit) atiributable to municipality 4m (17 389) 15233 2723) (3788) [3788) MM 1407 7688 1132
Share of surplus! [deficit) of associate 7 - - - - - - - - - -
Surplual{Deficit) for the year 4 [1T3Prﬂ]| 15233 2723) (3788) (3 TﬂS]| M7 1447 7 26 1132
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F3183 Tawslopals - Table A5 Budgsted Capital Expenditure by vots, functional classification and funding

i 202223 Medium Term Revenue & Expenditure
Wote Description Ref 2Hae 2H% 2020024 Current Year 2024122 Framework
F thousand ¥ Audied Audited Audited Original Adprsted Full Year Pre-audit Budget Year |Budget Year +{|Budget Year +2
Dutcome: Outcome Dutcome: Eudget Budget Forecast cutcome 200023 202334 2034125
Capital expenditure - Vobe
Mulsivear expenditure fo be appropriated 2
Voke 1 - Execulive - - - - - - - - - -
Wobe 2 - Budgel snd Treasury Office - - - - - - - - - -
\obe 3 - Community and Social Services - - - - - - - - - -
\obe 4 - Public Safety - - - - - - - - - -
Vobe § - Spoet and Recresfion - - - - - - - - - -
\obe f - Wasle Management - - - - - - - - - -
\obe 7 - Wasle Waber Mansgement - - - - - - - - - -
Voke B - Rosd Tranapest - - - - - - - - - -
Vioke O - Water - - - - - - - - - -
Vobe 10 - Elediricily - - - - - - - - - -
Vobe 11 - Corpoente Services - - - - - - - - - -
Vobe 12- - - - - - - - - - -
Vobe 13- - - - - - - - - - -
Voke 14- - - - - - - - - - -
Vobe 15- - - - - - - - - - -
Capital multi-year expenditure sub-total T - - - - - - - - - -
Singleyear expanditure fo be appropriated 2
Voke 1 - Executive |28 342 {171 859) (4 166) 28D 358 362 T 1326 133 141
Vobe 2 - Budget snd Tremsury Office 65878 73380 48 I 1300 1300 ] 550 553 55
\obe 3 - Community and Social Services - - - 1078 1075 1075 - 1078 - -
\obe 4 - Public Safety - - - - - - - - - -
Waobe § - Spoet and Recresfion - - 0 no &0 B0 - 825 925 1025
\obe £ - Wasle Management - - - - - - - - - -
Vobe 7 - Wasle Wabsr Mansgement 7 531 v5] 12281 12011 12011 955 0 659 10673 a7
Vaobe B - Rosd Tranapost 2818 180 1 0o 1400 1400 130 4343 5320 6400
Vobe § - Water 18y 1| 14 426 14448 14448 56 4 EE 16 363 16146
Vobe 10 - Eleciricily - 1 1 - - - - 5000 4000 5000
Wobe 11 - Corporsbe Services - 154 w7 40 30 0 1 &0 B3 &
Vaobe 12- - - - - - - - - - -
Vobe 13- - - - - - - - - - -
ok 14 - - - - - - - - - -
Vobe 15- - - - - - - - - - -
Capetal singhesyear axpenditure sub-tota iy (89 313) o587 30 182 3 442 Han T4 35430 33 030 a1 102
Total Capital Expendiure - Yobe 245 (38 373) 9547 3 182 3442 Hag T 3 430 3050 #4R2
Capatal Expenditure - Functional
Governance and adminixtration 19536 (38 314) Eul] 40 1668 1663 ikl 188 ] T2
Execufive and councd |28 342 {171 873) 230 33 33 20 12N £ 9
Finance and adminitetion 65878 73564 o 1330 1330 21 &10 616 &3
lniermal audi = = = = = = = = = =
Community and pubiic safety - - ] 1 BB 1385 1685 - 1399 925 1025
Community and socinl senices = = = = = = = = = =
Eportand recresfion = = 1] 1 885 1885 1685 = 1899 925 1025
Public safiely = = = = = = = = = =
Housing = = = = = = = = = =
Henlh = = = = = = = = = =
Economic and envircnmental services 5348 3205 2 238 1 08 1430 143 1320 4298 53TE E4T0
Planning and development = 16 2 50 kil 5V 16 s 58 &2
Road trrport 2818 2189 {2 327) 1 Do 1400 1400 1302 4243 5320 6409
Envirnmenial probechion = = = = = = = = = =
Trading services ] T3 1 515 % 707 26 450 %45 1Mz 3382 T 2905
Energy sources = 7 1 = = = = 5000 4000 5000
Wrler management i 3 W7 1242 12428 12z 58 14883 16 363 16146
Wiazle weber mansgement 7 531 £23 12281 12011 121 955 W EE3 10673 aTH
Wasle management = = = = = = = = = =
Dther = = = = = = = = = =
Total Capital Expenditurs - Functional 3 x4 {88 373) & 547 30 182 3442 Hag 14 3430 33030 [IRL]
Funded by:
Mational Gowemment = 2 06 28 192 26192 1192 £ M Bam 36144
Prowincial Gowernment = = = = = = = = = =
Disirick Municipality = = = = = = = = = =
Tranzfers and =ubsidies - capital [monstary
sllccaions) [Matioral ! Provincizl Deparmenial
Agencies, Househokis, Mon-profit Inzfhsons,
Private Entemprizes, Public Corpoesions, Higher
Educational In=fufons) = = = = = = = = = =
Transfers recognised - capital 4 - e 06 I 182 26 192 iR a4 M B2 3E144
Bormowing 6 = = = = = = = = = =
Intzmally generated funds = = [334) 1990 3250 3125 1409 3358 2018 2538
Total Capital Funding T - F in 3 182 3442 Hag 1353 3 430 3050 #4R2

Raforances
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FS183 Tawelopele - Table A6 Budgeted Financial Position

Description

Ref

201819

201920

2020121

Current Year 2021/22

2022723 Medium Term Revenue & Expenditure

Framework
R thousand Audited Audited Audited Original Budget Adjusted Full Year Pre-audit Budget Year | Budget Year +1 | Budget Year #2
Outcome Outcome Outcome Budget Forecast outcome 202223 202324 2024725
ASSETS
Current assets
Cash (24 493) (69 705) (94 529) 28 903 30131 30131 (121 269) 7441 3 7o 107
Call investment deposits 1 333084 81242 107 017 & 508 8 508 8 508 14017 9189 9189 9189
Consumer debtors 1 25 860 27 8g8 37997 83 937 8841 88 41 G0 345 96 084 83 084 70 084
Other debtors B8 461 9152 10987 6093 B 203 B 203 11 903 5331 5331 533
Current portion of long-term receivables - - - - - - - - - -
Inventory 2 - - - 87 1259 1259 1656 753 753 753
Total current assets 43 M2 48 556 61 471 127 527 134 51 134 51 93152 118 798 102123 85 464
Non current assets
Long-term receivables 1030 1030 1030 - - - 1030 - - -
Investments 912 a72 1052 - - - 1052 - - -
Investment property 117 438 105411 104 999 105411 105411 105411 104 999 110 039 110039 110039
Investment in Associate - - - - - - - - - -
Property, plant and equipment 3 532 344 507 209 525037 540 786 542 047 582 047 406 586 568 919 586 949 608 051
Biological 1233 1205 1310 1205 1205 1205 1310 1373 1373 1373
Intangible - - - - - - - - - -
Other non-current assets - - — - — - - - — -
Tetal non current assets 652 957 615728 633 430 647 403 648 663 688 663 514 978 680 332 698 362 719 464
TOTAL ASSETS 696 169 664 284 694 901 774930 783184 823 184 608 130 799 129 800 485 804 928
LIABILITIES
Current liabilities
Bank overdraft 1 - - - - - - - - - -
Barrowing 4 1 860 21mM 1912 - - - 132 2637 2637 2637
Consumer deposits 1208 1293 1411 1303 1303 1303 1807 1512 1512 1512
Trads and other payables 4 78 428 B5 746 88 317 95 738 103 058 (103 058) 107 803 93 821 87491 80781
Provisions 12 901 14 359 12 454 = = = 12 454 822 822 822
Tetal current liabilities 94 397 103 609 104 094 97 041 104 361 (101 755) 123 976 98 793 92 463 85753
Non current liabilities
Barrowing 9112 6215 6 188 561 5611 (3611 6188 5853 5853 5853
Prowvisions M TeT 30 448 46 376 22 648 22 648 {22 648) 46 376 48 602 48 602 48 602
Total non current liabilities 43 879 36 663 52 564 28 259 28 259 (28 259) 52 564 54 455 54 455 54 455
TOTAL LIABILITIES 138 276 140 271 156 658 125 300 132 620 (130 014) 176 540 153 247 146 917 140 207
NET ASSETS 3 557 893 524 013 538 242 649 629 650 564 953 198 431 590 645 882 653 568 664 720
COMMUNITY WEALTHEQUITY
Accumulated Surplus/(Deficit) 547 723 546 877 531 961 B649 629 650 564 650 564 479 397 B45 882 653 568 664 720
Reserves 4 - - - - - - - - - -
TOTAL COMMUNITY WEALTHEQUITY E] 547 723 546 877 531 961 649 629 650 564 650 564 479 397 645 882 653 568 664 720
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FS183 Tawelopele - Table A7 Budgeted Cash Flows

Description Ref

2018149

2019720

202021

Current Year 2021/22

2022/Z3 Medium Term Revenue & Expenditure

Framework
R thousand Audited Audited Audited Original Budget Adjusted Full Year Pre-audit Budget Year |Budget Year +1 |Budget Year +2
Outcome Outcome Outcome Budget Forecast outcome 2022733 2023124 2024/25
CASH FLOW FROM OPERATING ACTIVITIES
Receipts
Property rates 15484 16 900 16578 24 948 24 948 24 948 10 246 28 396 29 958 31755
Service charges 48 562 52 483 50778 61 237 B1237 61 237 41979 69 165 72969 77 347
Other revenus 2 843 959 1531 2759 27159 2001 2625 2750 2 B85
Tranzfers and Subsidies - Operational 1 158 691 120 501 176 519 84 620 84 620 84 620 B3 314 94 560 98 858 104 720
Tranzfers and Subsidies - Capital 1 23 837 16 488 16 204 29192 29192 29192 997 35532 3621 39144
Interest - 61 - 1 400 1400 1400 27 1430 1550 1750
Dridends - - - - - - - - - -
Payments
Suppliers and employses (119 026) (128 112) 21 7049) (146 527) (146 527) (146 527) (119 096) (199 720) (207 939) (220 158)
Finance charges (3 645) (1662) - (1 700y (1 700) (1 700y - - - -
Tranzfers and Grants 1 - - - - - - - - - -
NET CASH FROM/USED) OPERATING ACTIVITIES 124123 79 502 239 329 54 701 55 929 55 929 8 387 31 987 34 356 37 442
CASH FLOWS FROM INVESTING ACTIVITIES
Receipts
Proceeds on disposal of PPE 309 43 1190 500 500 500 - 500 - -
Decrease (increase) in non-current recevables - - - - - - - - - -
Decrease (increase) in non-current nvestments - - (180) - - - - - - -
Payments
Capital assets - - (28 374) {30 182) (30 182) (30 182) (3 255) (38 430) (38 030) (41 102)
NET CASH FROM/(USED) INVESTING ACTIVITIES 309 43 (27 364) (29 682) (29 682) (29 682) (3 255) (37 930) (38 030) {41 102)
CASH FLOWS FROM FINANCING ACTIVITIES
Receipts
Short term loans - - - - - - - - - -
Borrowing long termirefinancing - - - - - - - - - -
Increase (decrease) in consumer deposits - - 118 - - - 3% - - -
Payments
Repayment of borrowing - - (134) - - - - - - -
NET CASH FROM/USED) FINANCING ACTIVITIES - - [15) - - - 396 - - -
NET INCREASE! (DECREASE) IN CASH HELD 124 432 70 546 211 949 25019 26 247 26 247 5528 (5943) (3 674) (3 660)
Cashicash equivalents at the year begin: 2 - - 11 569 12 3 12 391 12 391 12 487 22573 16 630 12 956
Cashicash equivalents at the year end: 2 124 432 70 546 223 519 37 410 38 638 38 638 18 015 16 630 12 956 9 296
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FS183 Tswelopele - Table A8 Cash backed reserves/accumulated surplus reconciliation

Description

Ref

201819

01920

2021

Gument Year 2001122

202223 Medium Term Revenue & Expenditure

Framework
Rihousand Audited Audited Audited Orgna Budget Adjusted | Full Year | Pre-audit | BudgetYear |Budget Year#1|Budget Year+2
Outcome | Ouicome | Outcome Budget Forecast | outcome 0 NI 0405
(ash and investments available
Cach/oach equvalents at the year end 1 1443 19546 23519 40 3638 3868 18015 16630 1295 92%
Other current mvestments > 3] days (113341) BAO0S|  (211032) - - - 13 - - -
Non current asses - Invesiments 1 512 i 1022 - - - 1032 - - -
(ash and investments available: 9603 12400 13540 T4 38638 38638 19600 16630 12956 929
Application of cash and investments
Unspent condifional fransfers 5 5 4p 0 3044 (g (5 046} 22 604 - - -
Unspent borrowng - - - - - - - - -
Statutory requirements i - - - - - - - - - -
Other working captal requirements 3 18 0% 579 15697 1% 9043 (186979 U1 (7090) (92) 5 366
(rher prowisions - - - - - - - - - -
Long term mvestments commitied 4 - - - - - - - - - -
Reserves to be backed by cash/invesiments 5 - - - - - - - - - -
Total Application of cash and investments: 48 662 50 44 46,697 6783 14090 (192 026) 46 806 (7090) (924) 5 366
Surplus(shortfall (38 859) (38435) (33158) 30628 U540 230 664 (27006) A7 13800 3930
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F3183 Tawalopele - Table AD Assst Managsment

222723 Medium Term Revenmue & Expenditure

Description Ref 2Mane XH 20200 Corrent Year 2022 Framework
Audited Bmdied Budited . Adjusted Full Year Budget Year |Budget Year 1 | Budget Year 2
F thousand Duiome | Owipome Qutcome | 733! Budget Eijg Foresast iug::zi'za ?uza.'u d;im
Machinery and Equipment = 529 LE]| 170 10 100 m 555 857
Transport Asseis = [440) [265) 1000 1400 1400 2600 407 k]
Land 35118 FEE 33867 2z 254z TR masz M1z ErEE
Zoo's, Marine and Noerbislogical Animals - - - - - - - - -
TOTAL A55ET REGESTER SUMMARY - PPE (WD) g B M3 576 556 514244 148 643 663 48 683 680 332 93 362 715 464
EXPENDITURE OTHER ITEMS HE 35 687 HEM 2034 J38TE Bm 36 105 6T aTEnd
Deprecigtion 7 4288 26 246 g 20000 20000 20000 20000 0000 20000
Repairs and Maintenance by dsset Class 3 45H T4 12 LES 13878 13678 16105 16674 17604
Roads infasiruciure 103 1913 2475 210 iTH TH 5230 5518 589
Zlorm water Infesuckre - - - - - - - - -
Elecincal Infrstuctue 45 1113 15848 2400 2648 2548 3975 414 1445
Water Supply Infrestucture BED il 1382 1000 1850 1850 2180 1982 2069
Zanidafion Infosnace BED 2] 1818 T3 1280 120 1350 144 1510
Zolig Wasie Infrasiracme i 430 1068 43 1000 1000 U] 328 359
Fead infrasineciure - - - - - - - - -
Cosslal infastnichire - - - - - - - - -
[nfrmation and Cammunicastion Infesucte - - - - - - - - -
Infrastructure l618 sur BMe BBy 10 5 10 501 11 M 13614 1
Community Facities Fi| L - 4 - - 50 5 E
Zport snd Recresfion Faciites - - - - - - - - -
Community Assets k3| mr - & - 5 i 5
Heritage Assets - - - - - - - - -
Revenue Generaing - - - - - - - - -
Nor-revenue Generabing - - - - - - - - -
Invesiment properties - . - . . -
Opersfional Buldings 7 2 10 =] 560 S0 20 BES w7
Housing - - - - - - - - -
Other Assets 7 H fr] i 0 80 B [1H] mr
Biological or Cultivated Assets - - - - - - - - -
Eervhudes - - - - - - - - -
Licences and Righl - - - - - - - - -
Intanqgible Assets - - - - - - - -
Computer Equipment [ 0 4 4 186 13 3 E 3
Fumniture and Office Eguipment 12 iz 2668 137 1332 132 &7 T4 Tt
Machinery and Equipment 262 1052 Be7 i 1280 15 1350 1444 150
Tramspeort Asseis - - - - - - - - -
Land - - - - - - - - -
Zoo's, Marne and Norrhiokogical Animals - - - - - - - - -
TOTAL EXPENDITURE OTHER ITEMS 2§ J5Ea7 46 20 334 33 878 HEm 36 105 5674 7§74
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5. Explanatory notes to budget

Explanatory Notes to Table Al

Table Al is a summary of the budget of Tswelopele Local Municipality that gives an overview of
the of the budget, it includes, the following key aspects

Financial Performance: This is a summary of income statement of the Municipality
Capital Expenditure and funding sources: This gives a brief overview of the capital expenditure
and its funding sources

Financial Position: This is the balance sheet of Tswelopele Local Municipality

Cash Flow: This gives a brief overview of the Cash flow of the Municipality

Asset Management: This is the overview of the total assets of the Municipality

Free Services: This section gives the total amount of free basic services as provided by the
municipality. This is the most important as it gives users of the budget a “snapshot” of what is going

to follow in the next nine (9) main table

Explanatory Notes to Table A2

1. Table A2 is a view of the budgeted financial performance in relation to revenue and
expenditure per functional classification.

2. Total Revenue on this table includes capital revenues (Transfers recognised — capital) and
so does not balance to the operating revenue shown on Table A4 as Table A4 exclude

capital transfers

Explanatory Note to Table A3

1. Table A3 is an overview of the budgeted financial performance in relation to the revenue and

expenditure per municipal vote.

2. From the above it can be seen that all trading services are making surpluses, and this is

attributable to the following

a. A 7.47% increase on electricity tariffs as pre-approved by NERSA.
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b. Anincrease of 6.0% on refuse, 6.0% on sewerage and 6.0% on water tariffs and 6.0%
on Property rates

c. Cut on non-priority spending

3. Profits made on these services are used to subsidise non-trading services

Explanatory note on table A4

1. Services charges relating to electricity, water, sanitation and refuse removal constitutes the
biggest component of the budgeted revenue of Tswelopele Local Municipality

2. Transfers recognised — operating includes the local government equitable share and other
operating grants from national and provincial government.
Major component of expenditure relates to employee costs.
Transfers recognised — capital is decreasing over the mid-term and this is due to the decrease
in the population of the community of Tswelopele Local Municipality according to Census 2011
data.

Explanatory note on Table A5

1. Table A5 is a breakdown of the capital programme in relation to capital expenditure by
municipal vote (multi-year and single-year appropriations); capital expenditure by standard
classification; and the funding sources necessary to fund the capital budget, including
information on capital transfers from national and provincial departments. The MFMA provides

that a municipality may approve multi-year or single-year capital budget appropriations.

Explanatory Notes to Table A6

1. Table A6 is consistent with international standards of good financial management practice, and
improves understandability for councilors and management of the impact of the budget on the
statement of financial position (balance sheet).

2. This format of presenting the statement of financial position is aligned to GRAP1, which is
generally aligned to the international version which presents Assets less Liabilities as

“accounting” Community Wealth. The order of items within each group illustrates items in order
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of liquidity; i.e. assets readily converted to cash, or liabilities immediately required to be met
from cash, appear first.

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

Explanation to Table A7

1. The budgeted cash flow statement is the first measurement in determining if the budget is
funded.

2. It shows the expected level of cash in-flow versus cash out-flow that is likely to result from the
implementation of the budget.

Explanatory note to table A8

1. The cash backed reserves/accumulated surplus reconciliation is aligned to the
requirements of MFMA Circular 42 — Funding a Municipal Budget.

2. Considering the requirements of section 18 of the MFMA, it can be concluded that the
budget for 2022/2023 MTREF is funded because Municipality anticipates making a profit
over the MTREF. However; it should also be noted that the Eskom and Sandvet debt will
be addressed through the measures that to be implemented with the funding plan.
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PART 2

1. Municipal budget process

Municipal Financial Management Act (MFMA) mentions six (6) steps (i.e. Planning, Strategizing,
Preparing, Tabling, Consulting and Finalising/ Adopting) that the municipality must follow in order
to prepare the annual budget that is credible. The planning and strategizing processes started with
the preparation of budget timelines as required by MFMA and IDP review process plan. Section
53 of the MFMA requires the Mayor of the municipality to provide general political guidance in the
budget process and the setting of priorities that must guide the preparation of the annual budget.
In addition, Chapter 2 of the Municipal Budget and Reporting Regulations states that the Mayor of
the municipality must establish a Budget Steering Committee to provide technical assistance to

the Mayor in discharging the responsibilities set out in section 53 of the Act.

Due to the size of the municipality, the functions of the Budget Steering Committee are performed
by the Finance Committee and much still needs to be done to ensure that the committee is effective
throughout the financial year and exercises oversight not only on the budget but the overall
financial management at the municipality and advice / recommend to Council accordingly.
Furthermore, there is a need for resuscitation of the MSA section 79 committee to assist Council

in playing its oversight role on the administration matters of the municipality.

In terms of section 21 of the MFMA the Mayor is required to table in Council ten months before the
start of the new financial year (i.e., in August 2021) a time schedule that sets out the process to
revise the IDP and prepare the annual budget. The Mayor tabled the required IDP process plan
and budget timeline schedule in line with the applicable legislation. The IDP process plan and

budget timeline schedule was tabled to Council during August 2021.

As per the budget timelines all the department heads were requested to give their inputs on the
annual budget. The Budget & Treasury Office of the municipality under the leadership of the Chief
Financial Officer prepared the draft budget, which was tabled to Council at the end of March 2022
as stipulated in the MFMA.

Council having approved the draft budget, the municipality embarked on the public participation

process. Annual budget and IDP of the municipality will be placed at municipal offices and libraries

and communities and relevant stakeholders were requested to provide inputs on the tabled budget.
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The Mayor, assisted by Councillors and Municipal Officials embarked on the community

consultations at various wards within the municipality.

The public participation processes is used as an arena for co-management in which the community
and the municipality decide together where and how the resources will be allocated. Furthermore,
it is the objective of the municipality to move away from informing the community about what it

plans to do, but rather to allow the community to influence development and resource allocation.

2. Overview of the alignment of annual budget with integrated development plan

The annual review of the Integrated Development Plan is a legislative requirement in terms of
section 34 of the Municipal Systems Act. It stipulates that a Municipal Council must review its
integrated plan annually in accordance with an assessment of its performance measurements in
terms of section 41; and to the extent that changing circumstances so demand; and may amend
its integrated development plan in accordance with a prescribed process. The Annual Budget and
the IDP are inextricably linked to one another, something that has been formalised through the
promulgation of the Municipal Finance Management Act in 2004.

In compliance with the Municipal Structures Act and Municipal Finance Management Act the
municipality’s budget must be informed by and aligned to the IDP objectives. The budgetary
allocations for both capital and operating expenditure need to be undertaken in a manner that will
not only ensure that the IDP outcomes are achieved but also leads to the municipality’s vision

being realized. This ensures that the IDP directs the development and implementation of projects.

For the 2022/2023 financial year, quite substantial effort has been devoted towards ensuring that
the Integrated Development Plan and Annual Budget are aligned as required by the MFMA. The
process of reconciling financial plan to its Integrated Development Plan created a whole new
method of budgeting at the municipality. Council will in the future ensure that priorities within the

budget are focused towards its strategies and objectives.

40| Page




3. Measurable performance objectives and indicators

Performance Management is a system intended to manage and monitor service delivery progress
against the predetermined strategic objectives and priorities. In accordance with legislative
requirements and good business practices as informed by the National Framework for Managing
Programme Performance Information, the municipality has reviewed and will operationalize its
performance management framework. The following diagram further explains the process of

planning, budgeting and reporting in Municipal environment:

Graph - Planning and Reporting Cycle

v

! Identify desired impacts

Strategic

Assess and adjust
/ planning

End-year reporting

Specify performance
indicators

Set targets and
allocate resources

Monitor and take
corrective action

A concentrated effort was made during the IDP review to ensure that it contains measurable
performance objectives. From the measurable performance objectives, key performance
indicators will be deduced to be included in the service delivery and budget implementation plan
when it is submitted to the Mayor for approval (subsequent to the approval of the IDP and MTREF
by Council).

In line with section 69(3) (a) of the Municipal Finance Management Act, which requires the
Accounting Officer to submit a Service Delivery and Budget Implementation Plan (SDBIP) to the
Mayor no later than 14 days after the approval of the budget and drafts of the performance
agreement as required in terms of section 57 (1) (b) of the Municipal Systems Act, plans are in
place to ensure compliance with this prescript.
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The Service Delivery and Budget Implementation Plan will provide a vital link between the Mayor,

Council (executive) and the Administration, and facilitates the process for holding management

accountable for its performance. It is the intention of Management to properly formulate the SDBIP

to ensure that appropriate information is circulated internally and externally for purposes of

monitoring the execution of the budget, performance of senior management and achievement of

the strategic objectives set by council. The table below shows the performance indicators of the

Municipality.

3.1

Performance indicators and Benchmarking

The following ratios are the analysis of performance of the Municipality for 2022/2023

e Current Ratio

The current ratio measures the ability of the municipality to pay off its short term liability,
the ratio should be 2:1, to assets.

e Gearing

Gearing measures to what extend are the operation of the Municipality financed form
Borrowings, and the gearing of the Municipality is zero (0), and this is a good sign, because
it shows that the Municipality is not relying on borrowings

e Creditors Management

The municipality anticipates that it will be in a position to pay off its 100% creditors by the

due date; this is in terms of section 65 of the Municipal Finance Management Act

The anticipated performance of the municipality is on an acceptable level.
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4. Overview of budget related policies

Tswelopele Budget process is guided and governed by relevant legislation and budget related
policies. The main purpose of budget related policies is to govern and guide process and inform
the projections of the medium term. The following budget related policies:

4.1. Review of credit control and debt collection policies

The Municipality aims to increase the collection rate to average of over 95% by the end of
2022/2023 Financial Year. This can be achieved with the success of installation of pre-paid

electricity meters and strict implementation of credit control collection measures.

Despite a credible policy that has been adopted by Municipal Council for the 2022/2023 financial
year, there has been a great challenge in terms of its effective implementation. Inclusive of the
challenges are the impact caused by COVID 19 within the Municipality. Failure to adhere to the
policy and ineffective procedures has led increase in debtors. Robust credit control will come
handy for the municipality to collect the budgeted revenue and the current outstanding debtors.

4.2. Asset Management Policy

The Municipality fully implemented generally recognised accounting principle (GRAP 17) and a
policy on asset management was approved by council during 2021/2022 financial year. The Asset
Management policy is considered as a strategic guide in ensuring a sustainable approach to asset
renewal, repairs and maintenance and is utilised as a guide to the selection and prioritisation of
individual capital projects. In addition the policy prescribes the accounting and administrative

policies and procedures relating to property, plant and equipment (fixed assets).

4.3. Budget and Virement Policy

These policies are aimed at guiding the municipality in terms of compiling a credible and funded
budget as required by the MFMA and also to guide the municipality in terms of shifting of funds
during the financial year. In addition to these policies, the mid-year budget assessment is used to

guide and inform the mid-year performance review and adjustment budget process.
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The Municipality doesn’t have an adjustment budget policy as the adjustments budget process is
governed by various provisions in the MFMA and is aimed at instilling and establishing an
increased level of discipline, responsibility and accountability in the financial management
practices of municipalities.

4.4. Investment Policy

The aim of the policy is to ensure that the municipality’s surplus cash and investments are
adequately managed, especially the funds set aside for the cash backing of certain reserves and
conditional grants that needs to be cash-backed. There are no significant changes effected to the

policy.

4.5. Tariff Policies

The municipality’s tariff policies provide a broad framework within which the Council can determine
fair, transparent and affordable charges that also promote sustainable service delivery. The
policies have been approved on various dates and a consolidated tariff policy is envisaged to be
compiled for ease of administration that all proposed tariffs reflect the cost of providing such
services. Over the years, the increase in tariffs was not always commensurate with the inflation
rate. There were financial years where certain tariffs were not increased at all. This is currently
having negative impact on the budget as the current tariffs are not cost-reflective. The need has
aroused to increase the tariff with rate higher than the inflation to catch up with the years where

increases were not implemented.

4.6. Property Rates Policy

Tswelopele Local Municipality’s property rates policy provides a framework within which the
Council can determine fair, transparent and affordable charges that also promote sustainable
service delivery, the policy is directly informed by section 229 of the Constitution of the Republic

of South Africa and the Municipal Property Rates Act, act 6 of 2004.

4.7. Indigent Policy
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The aim of the policy is to guide the municipality on the process of how to identify and register the
indigent households in the Municipality. The indigent support policy was last reviewed during
2021/2022 financial year and this policy prescribes the threshold for indigent consumers as well
as the free basic service component. The municipality has been experiencing problems where
indigent consumers have been utilising services above the threshold thereby being unable to pay
for the services, especially on water. There are no major changes to the policy. There is a need

for the development of free basic services policy and possible promulgation of the by-law.

4.8. Bad debt write off policy

The policy guides how and when the municipality should write off its debtors, the current debtor’s
book is approximately R140 million and it is in the light of the above that the policy was reviewed.

4.9. Other Related Policies

Municipality has also reviewed the following policies which have direct impact on the Annual

Budget of the Municipality:

e Customer Care Policy
e Deposit Policy
o Petty Cash Palicy

Soft copies of the policies may be downloaded from Tswelopele local Municipality website:

www.tswelopele.gov.za

5. Overview of budget assumptions

The budget was prepared on the incremental budgeting process with the assumption that goods
and services as previously budgeted will increase by a certain percentage which is more than the
current CPI and zero based budgeting mainly on Petrol. The following tariffs were increased;
Sewerage 6.0%, Refuse 6.0%, water 6.0%, Electricity 7.47% (pending NERSA approval) and
property rates 6.0%. Salaries are budgeted for an increase of 6%, this is informed by South African
Local Bargaining Council collective agreement on salaries, the agreement as was concluded.
National Treasury MFMA circulars were used for other assumptions of the budget and the following

are some of the assumptions made:
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1. Economic climate and poverty levels within the municipality will remain the same / constant

for major part of the financial year given the limited economic activities with the vicinity;

2. Cash flow projections will be strictly maintained to ensure the municipality’s ability to meet

its financial obligations;

3. Operational costs will be maintained at current levels or reduced as cost containment
measures and where there is material decrease in revenue collection rate, expenditure will

have to be reduced at the same proportion;

4. Filling of vacant posts will be prioritised taking into account the cash flow projections of the

municipality.

6. Overview of the funding of the budget

MFMA section 18 states that the expenditure of the budget may only be funded from:

e Realistically anticipated revenue to be collected
e Cash-backed accumulated funds from previous years’ surpluses not committed for other
purposes

o Borrowed funds, but only for capital budget referred to in section 17 (2).
Tswelopele local municipality operating budget totals R 204 million and is funded from:

e Grants
e Service Charges

e Other revenue
The capital budget of the municipal totals R 30.5 million, and is funded from:

e Municipal Infrastructure Grant
o Water Grant

o Internally Generated Funds

7. Expenditure on Allocations and Grant Programmes

Total Grants Allocated to Tswelopele Local Municipality are disclosed on table SA18
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¢ Financial Management Grant

Total allocation to Tswelopele Local Municipality is R 2 100 000, the condition of the grant is that
the municipality must appoint five (5) financial interns, the municipality has appointed Six (6)
interns and their stipend is paid from this grant, the grant is used for training of the municipal budget
and treasury office officials, the grant will also be used to fund Standard chart of account (SCOA)
Project.

e Municipal infrastructure grant

The total allocation is R 18 256 000 and this amount will be spent on the following projects:

Estimate/Budget

Funder Project name Unticipated completion for 2022-2023

Phahameng/Bultfontein:
MIG Construction of sewer 31-Sep-22 R10 198 712.98
reticulation in Ext 10 (426 sites)
Phahameng/Bultfontein:
MIG Construction of water 31-Aug-22 R1 640 843.88
reticulation in Ext 10 (426 sites)
Tikwana: Fencing of cemeteries
erf 695 & 3654 (MIS:317809)
Tikwana/Hoopstad: The
construction of 2km paved road
and storm water drainage (Ward
6&7) (MI1S:356848)
Tikwana/Hoopstad: Upgrading of
sports facilities phase 4
Fencing of Waste Water
MIG Treatment Plant in Tikwana 30-Sep-23 R761 237.83
(Hoopsta)

MIG 30-Nov-22 R1 074 828.99

MIG 30-Jun-24 R2 842 996.32

MIG 30-Sep-23 R824 580.00
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= Expanded Public Works Grant

As per the division of Revenue Act, the Municipality will receive R 1 141 000 for EPWP projects

8. Allocations made by the municipality

Every metered household receives 6 kl of water and indigent households receive 50 kwh of
electricity, and the households that are 100% indigent also receive free sanitation and free removal

of refuse.

9. Councillor and board members allowance and employee benefits

The actual increase will be determined when the Government Gazette on the Upper Limits of
Councillors is issued and the necessary processes as per the gazette will be followed prior to
implementation. The Municipal System Act requires the Municipal Manager to develop a staff
establishment for the municipality within a policy framework determined by the municipal council

and subject to any applicable legislation.

The Municipal Manager must submit the staff establishment to Council for consideration and
approval. The Municipal System Act further requires the Municipal Manager to provide a job
description for each post on the staff establishment and to attach to those posts the remuneration
and other conditions of service as may be determined in accordance with any applicable labour
legislation. The increase on employee benefit was according to the South African Local Bargaining
Council collective agreement. In terms of the collective agreement, the municipality must fill all

critical positions.

10. Contracts having future budgetary implications

In terms of regulation to the Municipal Finance Management Act, long term contracts are contracts
that are more than 3 years and as such, the municipality do not have such contracts and further
does not intend to enter into contracts that have future budgetary implications. In terms of the
municipality’s Supply Chain Management Policy, no contracts are awarded beyond the medium-

term revenue and expenditure framework (three years). In ensuring adherence to this contractual
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time frame limitation, all reports submitted to either the Bid Evaluation and Adjudication

Committees must obtain formal financial comments from the Budget and Treasury Office.

11. Legislation Compliance

Compliance with the MFMA implementation requirements have been substantially adhered to

through the following activities:

1.

7.

In year reporting

Reporting to National Treasury in electronic format was fully complied with on a monthly basis.

Internship programme

Tswelopele Local Municipality is participating in the Municipal Financial Management

Internship programme and has employed five interns undergoing training in various divisions

of the Financial Services Department.

Budget and Treasury Office

The Budget and Treasury Office has been established in accordance with the MFMA.

Audit Committee

An Audit Committee has been established and is fully functional.

Service Delivery and Implementation Plan

The detail SDBIP document is on a draft stage

Annual Report

Annual report is compiled in terms of the MFMA and National Treasury requirements.

Integrated Development Plan and approval of the annual budget
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The reviewed IDP of the Municipality will be tabled to Council during March 2022 together
with the Budget of the municipality. Subsequently, the public consultations will take place with

the relevant stakeholders.

9. Policies and bylaws

The municipality has compiled the various policies as required by various legislations as well
as the Municipal Budget and Reporting regulations. The challenge has been on implementation
and adherence to such policies subsequent to their approval by Council. Bylaws are yet to be

promulgated.
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12. Quality Certificate

ooooo

LTy ISWELOPELE

< LOCAL MUNICIPALITY
{w A MUNICIPALITY IN PROGRESS

P.O. Box 3 Tel: 051853 1111
Bultfontein Fax: 051 853 1332
9670 e-mail: logov@tswelopele.org

MUNICIPAL MANAGER’'S QUALITY CERTIFICATE

I, MRE Mogopodi, the Municipal Manager of TSWELOPELE LOCAL MUNICIPALITY (FS 183),
hereby certify that the Annual Budget and supporting documentation have been prepared in
accordance with the Municipal Finance Management Act and the regulations made under the act,
and that the annual budget and supporting documents are consistent with the integrated

development plan of the municipality.

Print Name:

Signature:

Date:
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