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1. PART 1: BUDGET FORMAT

2. Adjustment Budget Report (Mayoral Speech)

The speech to be delivered during the meeting when tabling adjustment budget.

3. Budget resolution by Council.

The resolution pending the council meeting - to be included post the meeting.

4. Executive summary

Tswelopele Municipality’s 2022/2023 Budget was tabled to council and was approved on the 31%

of May 2022.

The adopted Budget was sent to National and Provincial Treasury as required by the MFMA and
MBRR.

Tswelopele is one of the municipalities faced with the challenge of adopting the unfunded budget.
This comes as result of amongst others, the long outstanding debts that the municipality needs to
address.

Some of these debts includes the Eskom debt for electricity supply amounting to over R 89 million
rands as at mid-year, which is almost double the amount that was outstanding from where it was
around the same time in the previous financial year. The debt to Sandvet for water at the mid-year,
amounts to over R 16 million, which increased by R 6 million as compared to the balance at mid-

year in the previous year, as well as the DBSA loan.

In an attempt to address the outstanding debts of the municipality. The management entered in to
payment agreement with some of its service providers such as Eskom, Sandvet and DBSA.
However, honouring these agreements is also a challenge due to the following reasons amongst

others:
e Limited resources available to the municipality;
e Low collection rate: due to slow recovery from the impact of COVID 19 in the economy;

e Low collection rate: due to tariffs that are not yet cost reflective;




It is for this reason that the Accounting Officer performed the mid-year assessment for the
2022/2023 financial year to assess the municipal performance during the first half of the financial

year as required by the section 72 of the MFMA.

The mid-year assessment gives an indication to municipal financial performance and status as at
mid-way through the year and if there is a need to adjust the budget or not.
As per the assessment performed, the recommendation is that the council of the municipality must

adjust its budget.

The Municipal Finance Management Act 56 of 2003 (MFMA) makes provision for municipalities in

section 28 (1) to; revise an approved annual budget through an adjustments budget.

In terms of section 28(2)(b) of the MFMA and Section 23(3) of the Municipal Budget and Reporting
Requirements (MBRR), municipalities may adjust their budgets through the adjustment budget.

Section 29 further gives provision for the mayor to authorise the unforeseen and unavoidable

expenditure which no provision was made in an approved budget.

In line with the above, the municipality performed adjustments on its 2022/2023 budget as

presented below:

This adjustment budget summary below gives overview of the adjustments that are made by the

municipality on the 2022/2023 budget in the following sections.

Summary of Adjustment Budget

2022/20223ADJUSTMENT BUDGET ORIGINAL BUDGET ADJUSTMENT
SUMMARY DESCRIPTION BUDGET

Total Operating Revenue R 196 575 000 R 203 576 000

Total Operating Expenditure (excl non-cash R 193 720 000 R 209 551 000

items)

Total Capital Budget R 38430 000 R 45034 000




The budgeted revenue increased with R 7 million during the adjustment budget process. The
significant contribution to this increase result from revenue derived from property rates as well as
the amount received from the insurance revenue.

The expenditure increased by R 15 million, the increase can be attributed to different factors such
as expenditure on contracted services informed by the increase in the expenditure for chemicals,

interest on overdue accounts such as Eskom and Sandvet, audit fees and travelling costs.

The municipality incurred the expenditure relating to purchase of chemicals more than what was

budgeted for. This expenditure was informed by use of more chemicals than initially anticipated.

Interest increased by R 2.5 million. The majority of this interest relates to interest charged by
Eskom and Sandvet on the long outstanding debt. the possibility of this interest being written-off
lies upon the municipality’s ability to honour the payment plans.

4.1 Operating revenue overview

Tswelopele Municipal Budget vastly depends on grants from National Government. The operating
government grant allocation for 2022/2023 amounts to R 94 million which constitutes almost half
of the total budgeted revenue. It is also worth noting that, revenue from other sources such as
property rates and services charges, is dependent on the municipal’s ability to collect and are not

monies guaranteed to be received as budgeted.

The table on the next page shows the adjustments on revenue and the explanation of each

adjustment.




4.2 Revenue by source

4.2.1 The table below indicates the revenue by source after all adjustments.

F§183 Tswelopele - Table B4 Adjustments Budget Financial Performance (revenue and expendifure) - 28/0212023

Budget Year  |Budgst Year
20224 2423
Multi-year Unfors. | Mat or Prov. ) ) Adjusted Adjustad
capifal Unavoid. Govt Ot Adjusts| Tota Adjust. Budpst Budgst
3 4 § b

0223

Deseription Driginal

Budget Prior Adjusted | Accum. Funds

§

R thousands & Al B C 1] E F

Revenus By Sourcs
Property rates
Semice charges - electricy revenue
Sewice charges - watsr revenue
Samice charges - sanitation revenue
Sepice charges - refuse revznue
Resttal of facilfies and equipment
Infepest earmed - exfmal imvesiments
Interest earmied - outstanding debtors
Divitends received
Fires, penalies and farfeits
Licehees and permits
Fgency semices
Transfers and subsidies
(ther revenue
Gains
Total Revanue (sxcluding capital iransfars and
contributions)

Budget on Property rates is increased by R 3.5 million. The municipality implemented the new
valuation roll on which billing on the new values commenced from the first of July 2022. The
increase in the property rates is informed by the increase in majority of the properties in the new

valuation roll.

Budget on rental of facilities and equipment as well budget on dividends received increased by R
40 000 and R 50 000 respectively.

Budget for other revenue increased with R 3.4 million, the main contributor towards this increase is
informed by the increase in revenue derived from the insurance revenue. In addition to the

increase in other revenue is the amount of revenue received from sales of tender documents.




4.2.2 Grants and Subsidies

FS183 Tswelopele - Supporting Table SB8 Adjustments Budget - expenditure on transfers and grant programme - 28/02/2023

Budget Year |Budget Year

202324 2024125

Multi-year Nat. or Prov. . . Adjusted Adjusted Adjusted
capital Govt Other Adjusts. | Total Adjusts Budget Budget Budget

2 3 4 § 6 T
R thousands A Al B8 C o E F
EXPENDITURE ON TRANSFERS AND GRANT PROGRAM:

2022123

Description Original

Budget Prior Adjusted

Operating expenditure of Transfers and Grants
National Government:

Expanded Public Works Programme Integrated Grant
Local Government Financial Management Grant
Provincial Government:
District Municipality:

Other grant providers:

Total operating expenditure of Transfers and Grants:

Capital expenditure of Transfers and Grants
Mational Government:

Municipal Infrastructure Grant
Water Services Infrastructure Grant
Provincial Government:
Specify (Add grant description)
Specify (Add grant description)
District Municipality:
Other grant providers:

Education, Training and Development Practices SETA

Total capital expenditure of Transfers and Grants

TOTAL EXPENDITURE OF TRANSFERS AND GRANTS

The budget for capital grants increased by R 4 million. The increase is informed by the financial

support that municipality will be receiving from the department of Cooperative Governance and

Traditional Affairs (CoGTA) as well as Provincial Treasury (PT). These departments have
committed to support Tswelopele Local Municipality financially in order to enable the municipality

to implement a project of refurbishment of low voltage infrastructure.

The total cost for completion of this project is estimated at R 7 million. The municipality is
projected to receive an amount of R 3 million form CoGTA and R 1 million for PT for the current

financial year. The rest of the money will be received in the next financial year.




4.3 Operating Expenditure Framework

T e

R housands
Expencitre By Type
Eriphoes e ot
Restunesafion of courcilrs
ekt imgaiment
Degeeriation & 352! rpament

Finance tharges
Bulk purchases - sechicty

Inventory corsumed

158 f5d| 5

As evident on the table above, the operating expenditure of the Municipality increased from R 226

million to R 242 million.

The increase of R15 million is exposed below:

- Anincrease of R 135 000 relates to employee related costs, which increased due to vacant
positions that were filled post approval of annual budget, as well as segments that were under
budgeted at the beginning of the financial year.

Increase of R 2.5 million relates to interest charged on municipal long outstanding debts such
as Eskom, Sandvet and DBSA;

Decrease of R 10 million on inventory item was made as a result of an adjustment and
reallocation of inventory item segments for purpose of aligning them with mSCOA
requirements.

Increase of R 14 million is informed by increase on expenditure such as chemicals, and audit
fees amongst others.

An increase in other expenditure is informed by increase in expenditure such as, licence fees

cleaning detergents; advertisement costs, delegation costs; and travelling costs.




4.3.1 Adjusted capital expenditure

Budget Year | Budget Year
‘ ABN (AU
R , P | ;1 v ' v v N

Capital Expenditure - Functional

Governance and administsation
Executve and councd
Finanot and adminsyason
Imemal sudt

Communily and publc safety
Communty and social servicss
Sport and recreaton
Public sty
Housng
Heath

Economic and environmental se/vices
Plarning and development
Road ransport
Environmental protecion

Trading services
Energy sources
Water management
Wase wakr management
Wase managamant

Other

Total Capital Exp

Funded by
Natonal Government
Provincial Government
Disirict Municipalty
Transkers and subsides - Captal (monetary Slocasons
Natonal / Provinoal Deparmental Agznoes, Househoids
Non-proft Insions, Private Enserprises, Publc
Comporgions, Hgher Educatonal Inssusons)

Transfers recognised - capital 4 - - - - 4000 4000 B

Borowing - - - - - -

Intermally generated funds 3898 = | | | 2604 2604 6502 | 2818
Total Capital Funding 3430 - - - - - 6604 6 604 45004 3802

From the above table, it can be seen that the capital budget has increased by R 6.6
million;

Of this increase, is the amount of R4 million that will be funded by the Provincial

government. The purpose of this allocation is to enable the municipality to implement the

project of refurbishment of low voltage infrastructure which is currently still at initiation
phase.

The total project is estimated at seven million rands, and four million thereof shall be
spent before the end of the current financial year.

Additional increase of R 2 million relates to the internal projects funded from municipal’s

own funds.




5. ADJUSTMENT BUDGET TABLES

FS183 Twelopsle - Table 51 Adjustments Budget Summary - 280212023

Im\‘w Isuuu Yexr
220 w0

Adusted Agjusted Adusted
Buzget Bugget Budget
(]
]

|R mouzanas
Finansial Pericrmanoe

Fropesy s of h 31387
Zenvice charge: 20125
Irvestnent evenue 130
Trassiers recognized - operatonal 34400
Othes oan revenae T30
Total llnlmn (exsluding s3pital wanslers and WIETE
peAmEunong)
Empioyee coss 3 3 s
Rerrumeration of coanclion 5%
Depreciancn 4 asset mparment W00
France hane: 4000
Inveniory conzumed and bulk purchases 40
Tranzier: end prevts 15
Othes expendiure TI843
Total Expenditure 242661
Surpiuzi|Detort ) peeTe
Trenzier: end subsales - CRORN (Mometdry aloCe0ns)
(National | Frovincial eng Disict)

Trescter: end Subsdes - CeOte (monetay Blocenons]
(Natiomal | Froviecisl Departmenial Agenies, Houzenckss,
Norrpeoft Iezttusors. Peyate Esterprzes Fubic
Comporstons, Hgher Educations’ nsttations] § Tremsfers
&°d sutzide: - cactn (eied - o

1) after 03pral wansiers § sonmibunons

Share of 3uplus/ (deNc) of essacise
Sursius [Defion) for the year
- -
Capeal expendimure
Treesiers recognized - caplal
Bomoung
Irtemaly jeserand tinds
Total sources of oapital funds

o —
Toeal carvest azses 9173
Teeal mon cament asseT ka0
Total carvest ledies 120743
Teea mon Sament leodses 54455
Cormuly wesInEqaty 8490

|Gash Bows
Net cazh o (used) oserstng ; w2
Net cash form (used) imvesing (37 938) { 1 92
Net cash Som (used) fnancing -

Casheash equivalents 3t Me year end L]

Cach and nvestmerts avelisbie
Apphcaton of Cazh and Imvesimests
Balanse - surpius (shortall

\Aszai¥angosent

Aszef regisier sarerrary (NDY)
Depreciaton

Feneas and Upgrading of Exizdeg Asse
Repars ang Uaimtengnce

Free sernees
Cact of Free Basic Semvices provided
Revesue coot of See senvices provided
2 i
L




F8143 Tawelopele - Table B2 Adjustments Budget Financial Performance (functional classification) - 28/02/2023

o] Budget Year | Budgst Yaar

Standard Deacription Ref — _ 2023-'}! 202@5
Original Brior Adiustsd | Accum. Fund Mutti-year Unfars. Nat ar Prav. Otter Adiuats | Total Adiuat Adjuatsd Adjuatad
Budget flor A Tum. funce capital Unavaid. Govt FI AOjueta.| Totl ATjusts. Budget Budgst

5 7 ] 1
R thousands , A A C 0 G

e

Revanue - Functional
Governance and administration 23178 13 285
Exzcufie and counci 915 i BT D64
Finange and administration 123 W
Iteemal audit -

Community and public safety o4 1048

Community and social semices i ] B

Sport and recreation ) 988

Fublc safefy
Housing
Health
Economic and environmantal services

Fianning and development

Road transport

Enviroamental protection
Trading services

Energy sources

Water management

Waste waer management

Waste management
Other

Total Revanus - Functional

Expenditurs - Functional

Governance and administration 16138
Execative and councl 4505
Finange and administration 11632
Iitesmal auddit

Community and public safety
Community and social semices
Sport and recreation
Prublc safety -
Houzing -
Health -

Ecanomic and environmental services um
Fianning and development 7055
Road transport f7rie
Envircamental profextion -

Trading services 103 061
Energy soures 3115
Water management 03
Wasie water management 2124
Waste management 4506 13 150

Other -

Total Expenditurs - Functional PR 15830 13830
Surplual (Daficit) for ths year 3487 ) [t

11|Page




FS183 Tswelopele - Table B4 Adjustments Budget Financial Performance (revenue and expenditure) - 2610272023
nm

Décrpbon Rl origna Matyea | Unior.
Buaget captal | Unavoid.
A

§
R thousands ¢

Revsoys By Souc
Propent raes bl
S8V ChIES - Wl reence 4
SeVIcE changes - sanitation revenve 648
SEVICE CAIIGES - PRUSe Pevenue
Rental of fciifes and equipment
Interes! eamed - extemal Puestments
Interest eamed - outstanding dbiors
Dividends recenved
Fines, penanes and forets
Licences and pemits
Agecy senies
Transiers and subsidies
Omer revene
Gans

Tolal Revenus (excluding capital transfers and

contibutons)

Expandirs By Typ
Employee reated costs
Resmuneration of councilors
Debtimpaiment
Depreciation § asset imparment
France cnaes 250 250
Bk purchases - elcnicty
vty Consumes by (1021) (10215
Contracteq senices 1N N
Transes and subsidies - .
Omer expendise 87y iy
m - -

Tokal Expenditur 15831 15831

SurplushDeficdt) L)
Transiess and Subsidies - capita (moneary aiocatons)
(Nateeal/ Provincal and Disinc) 400
Transiers and Subsidies - Capital (menetary aiocatons)
(Nateral / Provincal Degarimental Agencies, Househods,
Norwpioft Insttutions, Private Enterpases, Public
Comoratons, Higher Educational insstutons)
Transiees and Subsides - caplal (mknd - )
SurphusDefici) afors tazaton
Taxaton
SurplushDeficd) ahee taraon
Atvidutadle 1) mivtes

el ot b ol
Share of surplus/ (deAof) of associn
Surpius Deficit for the year

Radnrrce




FS183 Tswelopele - Table B5 Adjustments Capital Expenditure Budget by vote and funding - 28/02/2023
Budget Year :Budget Year

nan 202324 202425

Original F.’rior Multi-'year Untor.eA Nat. or Prov. OIther Total Adjusts Adjusted Adjusted Adjusted
Budget Adjusted capital Unavoid. Govt Adjusts. Budget Budget Budget
5 7 8 9 10 1 12
R A Al C D E F G H
Capital expenditure - Vote
Multi-year expenditure to be adjusted

Vote 1 - Execuive

Vote 2 - Budget and Treasury Ofice

Voie 3 - Communiy and Social Services

Voie 4 - Public Sakety

Voie 5 - Sport and Recreaton

Vote 6 - Waste Management

Voie 7 - Waste Water Management

Voie 8 - Road Transport

Voie 9 - Water

Voie 10 - Electricty

Voie 11 - Corporate Services

Vote 12 -

Vote 13 -

Voie 14 -

Vote 15 -
Capital multi-year expenditure sub-total

Description Ref

Single-year expenditure to be adjusted
Vote 1 - Execuive
Vote 2 - Budget and Treasury Ofice
Vote 3 - Communiy and Social Services
Voie 4 - Public Sakty
Voie 5 - Sport and Recreation
Vote 6 - Waste Management
Voie 7 - Waste Water Management
Vote 8 - Road Transport
Voie @ - Water
Vote 10 - Eleciricty
Voie 11 - Corporate Services
Voie 12 -
Vote 13 -
Vote 14 -
Vote 15 -
Capital single-year expenditure sub-total

Total Capital Expenditure - Vote

Capital Expenditure - Functional

Governance and administration
Execuiive and councl
Finance and adminisirasion
Internal audit

Community and public safety
Communiy and social services
Sport and recreafion
Pubic safety
Housing
Heakh

Economic and environmental services
Pianning and development
Road transport
Environmental protecton

Trading services
Energy sources
Water management
Waste water management
Waste management

Other

Total Capital Expenditure - Functional

Funded by:
Nasonal Government

Provincial Government

District Municipalty

Transkers and subsidies - capial (monetary aliocations)
(Nasonal / Provincial Departmental Agencies, Households,
Non-proft Insgusons, Private Enterprises, Public
Corporatons, Higher Educational Ins&utions)

Transfers recognised - capital
Borrowing
y generated funds
Total Capital Funding

13|Page




FS$183 Tswelopele - Table B6 Adjustments Budget Financial Position - 28/02/2023

Description

R thousands

202223

Budget Year
2023124

Budget Year
202425

Original
Budget

A

Prior
Adjusted
3
Al

Multi-year
capital
5
C

Unfore.
Unavoid.

6
D

Nat. or Prov.
Govt
7

Other
Adjusts.
8
F

Total Adjusts.

G

Adjusted
Budget
10
H

Adjusted
Budget

Adjusted
Budget

ASSETS
Current assets
Cash
Call investment deposts
Consumer debfors
Other deblors
Current portion of long-term receivables
Inventory

75

Total current assets

118798

Non current assets
Long-term receivables
Invesments
Investment property
Invesment in Associate
Property, plant and equipment
Biological
Intangible
Other non-current assefs

110039
568 919
1313

110039
575523
1313

110039
586 949
1313

110039
608 051
1313

Total non current assets

680 332

686 936

698 362

719 464

TOTAL ASSETS

799129

816 309

787 061

778 503

LIABILITIES

Current liabilities

Bank overdrat

Borrowing

Consumer deposis

Trade and other payables

Provisions

Total current liabilities

Non current liabilities
Borrowing
Provisions

5853
48602

5853
48602

Total non current liabilities

54 455

54 455

TOTAL LIABILITIES

153 247

21951

219%1

175198

NET ASSETS

645 882

41m)

(41m)

641111

COMMUNITY WEALTHEQUITY
Accumulated Surplus/(Defct)
Reserves

am)

4m)

641111

TOTAL COMMUNITY WEALTH/EQUITY

m)

m)

641111

14|Page




F$183 Tswelopele - Table B7 Adjustments Budget Cash Flows - 28/0212023

BudgetYear Budget Year
JU/Al/ L]
Description Original ¢~ Prior Mufiyear  Unfore. i Nat.orProv.;  Other ; Adjusted | Adjusted
; : [ Total Adjusts.

Budget captal ¢ Unavoid. @ Gowt | Adjusts. Budget ¢ Budget
§ § 1 §
Rthousands A , ¢ D E F
CASH FLOW FROM OPERATING ACTIVITIES
Receipts
Propery raes
Servie charges

nn

Ot revenue

Trangkrs and Subsides - Operatona
Transkrs and Subsidies - Capta

Inerest

Dividends

Payments

Supplers and employes (1%8200) (198200 (X637 (218481)
Finance charges (1600) (1900 (158 (1670)
Transkrs and Grans - - - -
NET CASH FROM/(USED) OPERATING ACTIVITIES 9 N UG 4

CASH FLOWS FROM INVESTING ACTIVITIES
Receipts
Proceeds on disposal ofPPE

Decrease (increase) in non-Current eceivabies
Decrease (increase) in non-curtentinvesmenss
Payments

Caplal asses (34) (430 (38030 (1)
NET CASH FROM(USED) INVESTING ACTIVITIES (37930): (37930): (38030)5 (H10)

CASH FLOWS FROM FINANCING ACTIVITIES
Receipts

Shortiem loans

Borrowing long emtefinancing

Increase (decrease) in consumer deposis
Payments

Repaymentofborowing - T y
NET CASH FROM/USED) FINANCING ACTIVITIES - - s

NET INCREASE(OECREASE)INCASH HELD 0 pEy )

Cashicash equivaens &t e year begin i3 WM (3%9)
Cashlcash equivaens e year end A N4 (%)

15|Page




FS183 TWelople - Table BB ash backedresevesfccumulted surpus reconcilaton - 28022023
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F5183 Tswelopele - Table B10 Basic service delivery measurement - 28/02/2023

EHEI

Orriginal
Budget

A

Prior Adjusted

7

Al

Accum. Funds

8
B

Unfore.

Unavoid.

10
D

Other Adjusts.

12

Total Adjusts.

13
G

Household service targets

Water:
Piped water inzide dweling
Piped water inside yard (but not in dwelling)
Lising pulblic tap (at least minsenvice level)
Orther water supply (at least min cervice leved)
Minimum Service Leved and Above sub-fotal
Lzsing public t3p (< min ssrvice kevel)
Orther water supply (= min_senace level)
Mo water supply
Bedow Mimimum Sendc Leved sub-fotal
Total number of households
Sanifation‘sewerage.
Flush toilet {connecied to sewerage)
Flush toilet {with zeplic tank)
Chemical toilst
Pit toilet {ventilated)
Orther toilet provisions (> min semvice kevel)
Minimum Service Level and Above sub-fotal
Bucket toilet
Orther toilef provesions (= min.senvice kevel)
Mo foilet provisions
Bedow Mimimum Sendc Leved sub-fotal
Total number of households

Enengy-
Eleciricty (at least min. service level)
Blectricty - prepaid (> min.senice level)
Minimum Senice Leved and Above sub-fotal
Blectricty (< min senics level)
Elecimaty - prepasd (< min. serace level)
Orther energy sources
Befow Mimimum Sandc Leved sub-fotal
Total number of households

Refirse:

Removed at least once a wesk (min.service)

Minimum Service Level and Above sub-tofal

Remowved bess frequently than once a wesk

Liging communal refuse dump

Using own refuss dump

Oiher rubbish disposal

Mo rubbish disposal

Bedow Mimimum Sendc Leved sub-fotal

Total number of households

18|Page



6. Explanatory Notes to Adjustment Budget Tables

Explanatory Notes to Table B1: Table B1 is a summary of the budget of Tswelopele
Local Municipality that gives an overview of the budget. 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. 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.

Explanatory Notes to Table B2: Table B2 is a view of the budgeted financial
performance in relation to revenue and expenditure per standard classification. Total
Revenue on this table includes capital revenues (Transfers recognised — capital) and so
does not balance to the operating revenue shown on Table B4 as Table B4 exclude

capital transfers

Explanatory Note to Table B3: Table B3 is an overview of the budgeted financial
performance in relation to the revenue and expenditure per municipal vote. Profits made

on these services are used to subsidise non-trading services.

Explanatory note on table B4. Services charges relating to electricity, water, sanitation

and refuse removal constitutes the biggest component of the budgeted revenue of

Tswelopele Local Municipality. Transfers recognised — operating includes the local

Page 19 of 24




government equitable share and other operating grants from national and provincial

government. Major component of expenditure relates to employee costs.

Currently the municipality is providing and billing Property rates and service charges as

follows:
- Property rates:

The municipality is charging property rates in line with the policy. As of the first of
July 2022, the municipality implemented the new valuation roll as per the

requirements of the Municipal Property Rates Act.

Electricity:

The municipality is only licenced to provide electricity in Bultfontein and Hoopstad.

Phahameng and Tikwana purchase their electricity direct from Eskom.

Water:

Municipality bills Phahameng and Tikwana on flat rate, Bultfontein and Hoopstad are

billed on consumption basis.

All municipal clients are entitled to first free 6 kl per month. However, the indigent

households receive hundred percent relief benefit on water billing.

Sewerage and refuse:

Sewerage and refuse are provided on flat rate around the whole municipality.

Explanatory note on Table B5: Table B5 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

Page 20 of 24




national and provincial departments. The MFMA provides that a municipality may

approve multi-year or single-year capital budget appropriations.

Explanatory Notes to Table B6: Table B6 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). 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 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.

Explanatory note to Table B7: The budgeted cash flow statement is the first
measurement in determining if the budget is funded. It shows the expected level of cash

in-flow versus cash out-flow that is likely to result from the implementation of the budget.

Tswelopele municipal’s budget is currently not funded due to the long outstanding debt

with services such as Eskom and Sandvet.

This gave rise to development of funding plan that is submitted together with this budget.

Explanatory note to table B8: The cash backed reserves/accumulated surplus
reconciliation is aligned to the requirements of MFMA Circular 42 — Funding a Municipal
Budget.
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7. PART 2: BUDGET FORMAT

8. Adjustment budget assumptions

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.

The adjustment 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 CPl and zero-based budgeting mainly on
Petrol and Diesel. National Circular 84 and 85 as well Provincial Treasury circular 1 were
used for other assumptions of the budget and the following are some of the assumptions

made:

- 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
within the Municipality.

Cash flow projections will strictly be maintained to ensure that the municipality will
meet its financial obligations.

Operating 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
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9. FUNDING OF THE BUDGET ADJUSTMENT

MFMA section 18 states that the expenditure of the budget may only be funded from:
Realistically anticipated revenue to be collected
Cash-backed accumulated funds from Previous years’ surpluses not committed for
other purpose

Borrowed funds, but only for capital budget referred to in section 17 (2)

Tswelopele Local Municipality’s adjusted operating budget is funded from: grants;

service charges and other revenue. The capital budget of the municipality is funded from

the MIG grant and own internally generated funds.
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LOCAL MUNICIPALITY

w AL MUNICIPALITY IN PROGRESS

P.O. Box 3 Tel: 051 853 1111
Bultfontein Fax: 051 853 1332

9670 e-mail: logov@tswelopele.org

MUNICIPAL MANAGER’S QUALITY CERTIFICATE

I, T Matyesini, the acting Municipal Manager of TSWELOPELE LOCAL MUNICIPALITY (FS
183), hereby certify that the Adjustment 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.

Signature:
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