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PART 1

1. Mayoral Report by the Mayor

BUDGET SPEECH FOR 2022/2023 MEDIUM TERM REVENUE AND
EXPENDITURE FRAMEWORK FOR DRAFT BUDGET PURPOSES
- The Mayoral Budget speech will be presented during the meeting and will be availed

post the meeting.

2. Budget resolution by Council

- Council resolution will be availed after the meeting.

3. Executive summary

Tswelopele Local Municipality budget process started in August 2022 in line with section 21 (b) of
the Municipal Finance Management Act, which states that at least ten months before the start of
the budget year, the mayor must table time schedule outlining the key deadlines. 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 draft annual budget been undertaken as per the
schedule.

The municipality vastly depends on grants from national government as majority of its revenue is
made up of equitable shares and other Operational Grants [i.e. Financial Management Grant, and
a grant from Public works]. Table SA 18 on the municipality annual budget tables clearly
distinguishes between all this different allocations, total operating grants allocated to the
municipality amount to R 100.2 million. This allocation has increased with only R 5.8 million
compared to 2022/2023 operating grants allocation. The R5 million increase relates to the increase
of 6 percent in equitable share allocation.

EPWP allocation decreased from R 1.1 million to R 950 thousand.

According to census statistics, the municipality comprises a total population of 47 652 (Census
2011), of which over 70% are poor. The municipality subsidies the indigent households within the
municipality with Free Basic services on monthly basis. Amongst others, 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.
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In order to strengthen and improve the indigent status update, the municipality came with initiative
of amending the indigent policy during 2022/2023 budget year, by including the conditions such as
making pensioners and disabled indigents permanent to avoid renewal of applications annually,

any other application will be valid for period of three years.

The municipality also intends to procure indigent system in order to simplify the indigent registration

process.

Currently the outstanding debtors of the municipality are standing at over R 150 million as at the
end of February 2023.

Budget Assumptions:

National Treasury MFMA Circular 122 and 123 were used to guide in the compilation of the
2023/2024 Medium Term Revenue and Expenditure Framework.
The following budget principles and guidelines informed the compilation of the 2022/2023 Medium
Term revenue and expenditure framework:

o 2022/2023 MFMA Section 72 report — mid-term assessment report;

o 2022/2023 Adjustment Budget

e Average CPl inflation from 1 April 2023 to 31 March 2024

e National Treasury Guidelines and other circulars

¢ National and Provincial Budget speeches

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:
21 National Priorities
s Increase access to basic services
= Sustainable employment growth through increased public investment
spending
o Responding electricity crisis
s Dealing with corruption and theft
=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]. It is however a concern that reduction in allocation for the EPWP grant will result
in the municipality fund the project workers form limited internally generated resources.
Currently the municipality has eradicated all the buckets in its jurisdiction. There is a project
currently running of construction of toilet structures in the newly developed areas.
All households within Tswelopele municipality have access to water, 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 and addressing long outstanding debts. The strategy served before
municipality council during the month of February together with the 2022/2023 Adjustment Budget.
The following key components were used in terms of budgeted revenue of the municipality:
e 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
e Municipality’s indigent policy
e Tariff Policy of the Municipality
e Tariff Increases for Water, Refuse and Sewerage

e Targeted revenue collection rate averaging 100% of the billed revenue.

The table in the next page summarises the 2023/2024 revenue by sourc
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As it can be seen from the table below, that throughout MTREF, the Municipality is reliant on Transfers and Subsidies (National and provincial
grants) and would not be able to sustain itself long enough without these transfers. Of the total revenue budgeted, only these transfers are
guaranteed to be received. The other revenue sources are only anticipated and might not be realised as such.

FS183 Tswelopele - Table A4 Budgeted Financial Performance (revenue and expenditure)

Description Ref |  2019/20 202021 2021122 Current Year 2022123 2023724 Medium T;?;ﬂ:iﬁ:“" & Expenditure

| gutted | putied | et o] At P o vear s B | B2

Revenue

Exchange Revenue
Service charges - Electricity 2 40773 43 248 46 528 53 681 53 681 53 681 53 681 57 950 50 706 59 123
Service charges - Water 2 5641 5589 5688 5333 5333 5333 5333 5760 5040 5876
Service charges - Waste Water Management 2 5740 6061 6072 6408 6408 6 408 6408 6 906 6043 7045
Service charges - Waste Management 2 3728 3an 3a9 3743 3743 3743 3743 4075 3 566 4157
Sale of Goods and Rendering of Services 889 718 T14 655 1065 1065 1065 1040 911 1061
Agency services - - - - - - - - - -
Interest = = = = = = = = = =
Interest earned from Receivables = = = = = = = = = =
Interest earned from Current and Non Current Assets 1420 795 840 1300 1300 1300 1300 1300 1138 1326
Dividends 61 65 96 130 180 180 180 130 114 133
Rent on Land 500 1044 1058 385 385 385 385 600 525 612
Rental from Fixed Assets 959 1534 545 347 387 387 387 4380 430 500
Licence and permits [ 68 a7 70 70 70 70 80 70 82
Operational Revenue 344 1234 2285 1320 4320 4320 4320 1350 1181 1377

Non-Exchange Revenue
Property rates 2 22 334 25445 26 429 27 867 31 367 31 367 31 367 29 633 27179 30 233
Surcharges and Taxes = = = = = = = = = =
Fines, penalties and forfeits 372 529 T44 596 596 596 596 666 583 680
Licences or permits = = = = = = = = = =
Transfer and subsidies - Operational 77 692 94 669 85 268 94 460 94 460 94 460 94 460 100 282 87 841 97 829
Interest 1622 1799 3173 281 281 281 281 300 263 306
Fuel Levy = = = = = = = = = =
Operational Revenue - - - - - - - - - -
Gains on disposal of Assets (29) = = = = = = = = =
Other Gains - 440 181 - - - - - - -

Discontinued Operations = = = = = = = = = =

Total Revenue (excluding capital transfers and contriby 162123 187 158 183 610 196 575 203 575 203 575 203 575 210 5™ 185 589 210 342
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Table 2: Grants

Description

R thousand

2023/24 Medium Term Revenue & Expenditure Framework

Budget Year

Budget Year +1

Budget Year +2

2023/24 2024/25 2025/26
RECEIPTS:
Operating Transfers and Grants
National Government: 100 292 000 105 409 000 106 723 000
Local Government Equitable Share 97 242 000 103 309 000 104 523 000
Finance Management 2 100 000 2 100 000 2 200 000
EPWP Incentive 950 000
Total Operating Transfers and Grants 100 292 000 105 409 000 106 723 000
Capital Transfers and Grants
National Government: 34 868 000 42 219 000 36 696 000
Municipal Infrastructure Grant (MIG) 18 889 000 19 563 000 20 265 000
Energy Efficiency and Demand-Side 4 000 000 5 000 000 -
Water Services Infrastructure Grant 11 979 000 13 956 000 14 581 000
Integrated National Electrificaion Programme - 3 700 000 1 850 000
Provincial Government: 3 000 000 - -
Provincial Financial Suport - Electricity 3 000 000 - -
Total Capital Transfers and Grants 37 868 000 42 219 000 36 696 000
TOTAL RECEIPTS OF TRANSFERS & GRANTS 138 160 000 147 628 000 143 419 000

The table above presents the National and Provincial Grants allocation in line with the Division of Revenue Act allocation Bill.

Only allocations under schedule 5B grants are reflected in budget document.

All other allocations in terms of schedule 6B of the Division of Revenue are allocation-in-kind and will not be included the table above due to the
fact that transactions for projects funded through schedule 6B allocations are recognised only when the projects are completed.

Total grants received will increase in 2023/24 and 2024/25 due to increase in equitable share allocation.
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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 this 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) have not yet issued a pre-approved tariff
increase percentage. The municipalityis proposing an average increase of 7.5% on electricity
tariffs for 2023/2024 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
Bulforntein and Hoopstad. The project is towards the completion stage and has proved to be a
success.

The municipality is in a process of applying for the new tariff structure for implementation in the
new financial year.

The electricity revenue of the municipality has decreased in recent times due the power cut crisis.
The president of the country, during his SONA had declared national state of disaster to respond

to the electricity crisis.

3.1.2. Water

The Municipality is billing townships flat rate the intention is to bill them on consumption in 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
repaired. The Municipality proposed an increase of 6% for water tariff. In terms of the free basic

services policy of the Municipality, all households receive the free 6kl per month of water.

Form July 2023, the municipality intends to start billing the new section where projects for provision

of services are completed.
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3.1.3. Sanitation (Sewerage)

A tariff increase of 6% for sanitation from 1 July 2023 is proposed. The following factors contributed
to the proposed tariff:
e Sanitation charges are charged at a flat rate, irrespective of the quantity of water used /
consumed
¢ 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 2023/2024.

3.1.4. Waste Removal

The proposed tariff increase for waste removal is 6%; the proposed increase is line with CPI
2023/2024. 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
e Waste removal is provided for free to all the households who are indigent

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

2022. The current valuation roll will be implemented for the second financial year in 2023/2024.

During 2022/2023, the property rates was increased by 3% due to increase in the value of
properties as the new roll was introduced.

The municipality is proposing an increase of the tariffs on Property rates by 6% for all the properties
for the 2023/2024 financial year.

10| Page




3.2.

Operating Expenditure Framework

The municipality budgeted for an expenditure budget of R 230 916 000 (including non-cash items
of R 33 000 000). The budgeted expenditure is informed by the following:

e 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

e National Treasury MFMA circulars

e South African Local Government Bargaining Council collective agreement on salaries

e Average CPI from 1 April 2022 to 31 March 2024.

The table below show the total budgeted expenditure:

FS183 Tswelopele - Table A4 Budgeted Financial Performance (revenue and expenditure)

2023/24 Medium Term Revenue & Expenditure

Description Ref 2019120 202021 2021722 Current Year 2022123 Framework

o | | | g A |t | g P it

Expenditure
Employee related costs 2 66581 69215 71960 78740 78875 78875 78875 81617 71418 82219
Remuneration of councillors 5670 5670 6120 6 569 6569 6569 6569 6891 6030 7030
Bulk purchases - electricity 2 36277 38766 42987 §5009 44066 44066 44066 52 307 45769 53 366
Inventory consumed 8 12681 15202 19606 16459 16883 16 883 5999 - 4214 4905
Debt impairment 3 6751 15006 16 290 - - - - - - -
Depreciation and amortisation 28246 33259 33432 20000 20000 20 000 20000 20 000 16 667 18333
Interest 1662 3591 467 1500 4000 4000 4000 2500 2188 2551
Contracted services 14880 20202 30003 26070 41041 41041 41041 42579 36319 42320
Transfers and subsidies - - - 15 15 15 - 15 13 15
Irecoverable debts written off 9453 2693 8046 13000 13000 13 000 13 000 13000 10833 1817
Operational costs 14212 18884 22 508 9358 18072 18 072 18072 12007 10497 12217
Losses on disposal of Assets 8 653 1662 - - - - - - -
Other Losses 2998 (180) (288) - - - - - - -

Total Expenditure 199 420 222 960 256 987 226720 24251 24251 231622 230 916 204009 235932
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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, which will be funded by MIG through

MTREF:

MIG Reference Nr

Project Description

MIG Value

Status (Not Registered,
Registered, Design &
Tender, Construction,

Retention, Completed)

MIG/FS1289/F/19/19

Phahameng: Fencing of
cemeteries erf 556, erf
396 portion A, erf 396

portion B (MIS:309376)

2787 765.83

Planned date: Tender to be advertised

Registered

01-May-23

MIG/FS1298/HL/19/20

Tikwana/Hoopstad:
Construction of 4 high
mast lights, 616 sites,
ward 6 (MIS:309559)

1371576.83

Registered

01-Mar-24

MIG/FS1299/F/19/20

Tikwana: Fencing of
cemeteries erf 695 & 3654
(MI1S:317809)

1888 801.40

Registered

01-Apr-23

MIG/FS1351/R,ST/20/23

Tikwana/Hoopstad: The
construction of 2km
paved road and storm
water drainage (Ward
6&7) (MIS:356848)

13 087 000.00

Registered

14-Mar-23

MIG/FS1484/R,ST/22/23

Phahameng/Bultfontein:
Construction of 1km
paved road and storm
water drainage (Ward
3)(MIS:426748)

12872 396.20

Registered

05-Jan-24

MIG/FS1496/CF/23/24

Tikwana/Hoopstad:
Rehabilitation and
construction at existing
sports facilities —Phase 4
(MIS:426798)

2500 000.00

Registered

01-Mar-24
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In addition to the above planned projects, below are other projects funded from WASIG and
RBIG.

ANTICIPATED
PROJECT NAME & FUNDER COMPLETION

Refurbishment of electricity infrastructure in Bultfontein
and Hoopstad - CoGTA R6 000 000-00 July 2023

Upgrading of bulk water supply in Bultfontein (Phase
4) - RBIG R27 651 275-82 February 2024

Construction of Sewer Reticulation in
Phahameng/Bultfontein Ext 9 (476 sites) - WSIG R26 702 158-14 October 2023

_ o R11 552 958-79
Refurbishment of pump station in Phahameng - WSIG July 2023

Bulk Infrastructure — Replacement Of Asbestos Pipes
R13 300 000,00 30 June 2023
In Bultfontein

Bulk Infrastructure — Replacement Of Asbestos Pipes
R11 300 000,00 30 June 2023
In Hoopstad

4. Annual budget tables

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

F5183 Tswelopele - Table A1 Budget Summary

2023724 Madium Term Revenus & Expanditurs

Deacription 2018720 202021 202122 Current Year 202223 Eramework
R fhousands Audited Audited Audited Original Adjusted Full Year Pre-audit | Budgst Year |BudgetYear +1(Budget Yaar +2|
Outcoms Outcoms Outcoms Budgst Budgst Forscast outcoms 202324 2024125 202328
Einancizl Performancs
Property mtes ke D45 mam 7 ear W k) M wr et rin 02
Semice charges sz 8818 62178 8 163 B8 163 B9 163 4 163 T4 690 65335 76202
Investment reverne 1420 T8 B 1300 1300 1300 1300 1300 1138 1326
Transfer and subsidies - Cperatonal TTeaz o 658 52658 o480 o480 B 480 4 450 100262 ares 97 e
Cither v revenue 4795 743 oo g T T3 T3 4 635 4 (76 473
Total Revenus (sxcluding capital fars and 162 123 187 158 183610 196 573 203575 203 573 203 573 2050 185589 210342
confributiona)
Employes costs 66 581 69215 1880 TBTH) T8ETS T8 ET3 TBET3 Ll 71418 83219
Remuneration of councilors SET SEM 6120 (3] 6588 6588 6588 5291 65030 7030
Depeeciafion and amorfisation B M5 B Bam 20000 20000 20000 2000 20000 16 687 183313
Finarce charges 1662 3 46871 1300 4000 4000 4000 2500 2188 M
Inventory consumed and bulk puchases 4303 5358 25 71488 0w 60w 0083 237 4063 |
Transfers and subsidies - - - 13 15 15 - 13 13 13
Oither expandiure 43304 57 258 78211 45423 72113 72113 72113 &7 585 570 166 513
Total Expenditura 199.42) 272 %) 256 987 26T 4251 24251 231 622 230918 204 009 235932
Surphua Daficit) (37.287) (35em) (T3317) (30 143) (38 48) (38 545 (28 047) (20 343) (18420 (23 580)
Transfirs and subsidies - capital {monetary allocations) 15283 4333 max Hex men2 Imea2 el I7 w8 2 3204
Transfers and subsidies - capital {in-kind] - 4 - - - - - - - -
(2033 g5 (1333 J47 745 745 11643 1T623 13767 643
Surplusl{ Deficit) after capital fransfers & contributions
‘Share of Surplus/Deficit attibutable to Associate - - - - - - - - - -
Surphuai Daficit) for the year (2033 g5 (1333 J47 745 745 11643 762 13767 643
GCapital sxpenditure & funds sourcss
Capital expanditura (85 983) G587 (231) 8430 45034 43034 43034 41784 3552 3567
Transfiers recogrized - capital 3z 508 - s Bz Bz g5 37 888 321 31wz
Bommowing - - - - - - - - - -
Int=mally generated funds - (334) {1508) 3898 6502 6502 6502 383 3% 3514
Total sources of capital funda 3z 2 {1508) 8430 45034 43034 43034 470 3543 3583
Einancizl position
Tofal curent assets 49 335 5955 55683 118783 155022 156022 155022 104 531 13143 146 402
Tofal non current assefs 615728 633430 544 47 680 332 1586 936 BB6 935 BB6 935 703 888 3552% 3597
Total curent liakilties 103809 103540 129 189 %8793 146 362 146 392 146 382 71584 156 B84 180057
Tofal non current abilifes I 683 S5 52164 43 443 43 M43 443 - -
Community weaith Equity 36 8T 2 326 208 845882 B4 111 B4 111 B4 111 540 283 1027 m
Cash fiows
Net cash from (used) operating 308 311 239926 51 068 32074 45620 45620 43620 - 887 98792
Nt cash from (used) ivesing (1373 (27183 (2ea3) (37 930) (37 930) B0 B (33209 (37 022} (44 703)
Nt cash from (used) financing (134 (134) {1908} - - - - - - -
Cashicash equivalanta at the year end 315501 212 608 875 16717 03 107 123 107 123 (10 638) 40%7 95004
Cash backing/surplus reconciliation
Cash and nvesments available 53034 5T 371382 885 705 T TiT® TiT 281 B2 TEe 1313 168 235
Application of cash and investmenis 56515 &7 577 0T 45 e o e o e o e 72785 190 561 2140%
Balancs - surplus {shortfall) 482809 488079 47383 830073 626077 626 077 826 077 610029 (38402} (43 800)
Asset management
Aszet regizter summary (WOV) 376 55 e s M7 68032 566 835 BB 238 55% kg cn -
Degeeciaton B 2 Ha 20000 20000 20000 16 687 1833 -
Renewal and Upgrading of Sxisting Assets {3270 (8ag) 1% 13301 ira T 11823 13590 -
Regairs and Maintenance T4 12m 1369 16103 16322 16322 15303 17 826 -
Frea servicss
(st of Free Basic Senices provided - - - - - - - - - -
Reverne costof fres semvices provided 2410 - 0 87% 87% 87% 87 87% 87% -
Housaholds balow minimum servics level
Water. - - - - - - - - - -
Sanitation'sewerage: - - - - - - - - - -
Enemgy: - - - - - - - - - -
Refuse: - - - - - - - - - -

14| Page




Table A2

F5183 Tswelopele - Table A2 Budgeted Financial Performance (revenue and expenditure by functional classification)

2023724 Medium Term Revenus & Expenditura

Functional Classification Description Ref 2010520 2020021 202022 Gurrant Year 202223 Framework
Auditad Audited Audited Adjustsd Full Year Budgst Year |Budpat Yaar +1 | Budgst Year +2
R thousand ! Outcome Outcome Outcoms Original Budget Bidget Forecast 2[:;231’24 g[:!mi Eﬂ!&ﬁ&
Revenus - Functional
Governance and administration 107 628 138 007 148 181 125 778 136 B0d 136 806 138673 118 304 131889
Executive and council 7588 34 144 B3 BT 93 253 93323 9331 49052 B4 B45 96 680
Finance and administration 32036 44 866 B3 315 3251 43483 43483 7623 31 458 35 188
niemal audt - - - - - - - - -
Community and public safety 1088 1635 1817 o84 1004 1004 1250 1094 1275
Community and social services 55 4TE B4 5 a7 8 100 88 102
Sport and recreation ) 1158 1534 a37 HY 817 1150 1 006 1173
Pulbiic safety - - - - - - - - -
Huusing - - - - - - - - -
Health - - - - - - - - -
Econamic and environmental services 11840 21 898 1718 18 851 18 671 186M 18578 16 808 18 280
Planning and development 262 133 i 110 110 110 330 289 3
Road transport 11618 21765 17 857 18 541 18 561 18 561 19248 16 818 16 544
Environmental protection - - - - - - - - -
Trading services 36 461 69874 74 468 86 786 86 788 86 786 91035 B1 472 20 242
Energy sources 40 7E5 43404 45 801 38027 59027 39027 62316 55 193 39 487
Water management SE4d 16 582 17T 17 603 17 609 17609 17738 16 670 19242
Waste water management 6305 B 081 6072 &40 6408 6403 6906 65043 7043
Waste management T 3821 3N 3783 3743 3743 4078 3 586 4457
Other 4 - - - - - - - - -
Total Revenus - Functional 2 177 387 232514 243 042 232 201 243 267 243 267 248 530 217 178 242 388
Expenditurs - Functional
Governance and administration 83 356 9177 124 248 26 204 103348 105346 /N 84 857 97 165
Executive and council 45 793 37035 B0 831 38 083 423510 42 570 43193 36 122 40 977
Finance and administration 36 TE3 36422 B3 268 51113 62775 62773 38518 43 835 36 189
niemal awdt - - - - - - - - -
Community and public safety 13653 21 981 7210 b 680 9764 B 764 10382 9080 10572
Commanity and social services 9402 17487 252 4370 4424 4424 4832 4080 47
Sport and recreation 4431 4464 4757 5310 3240 5 26 5550 4 B&2 5 62
Public safety 128 - - - a0 50 180 138 184
Haousing - - - - - - - - -
Health - - - - - - - - -
Economic and environmental services 1841 1 462 4173 FENIE] 24188 4188 W47 23420 a7 288
Planning and development 7163 7187 6496 7053 & 600 & 600 7928 6946 B 0B8
Road transport 12 266 14 276 177179 17718 17 387 17 597 18818 16473 19 200
Environmental protection - - - - - - - - -
Trading services 82782 83 360 1M 184 103 039 103243 103243 102804 B0 053 104 887
Energy sources 42 427 47035 LIEE] 61 839 30 B9 30 8% 853 i 39708
Water management 15030 16073 23030 18 582 0377 303 21978 19235 2403
Waste water management 14104 11208 14 Bé6 12124 12318 12348 12 663 11 042 12918
Waste management 12 9023 11535 8 506 9656 9655 9740 8524 9937
Other 4 - - - - - - - - -
Total Expenditurs - Functional 3 198 420 222 560 236 887 226 T2 242 531 242 53 130T 207 508 240 013
Surplusl|Deficit) for tha year (22 033) 0554 (13 043) 3 487 718 718 8813 10 267 FEIE]
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Table A3

FS183 Tswelopele - Table A3 Budgeted Financial Performance (revenue and expenditure by municipal vote)

202324 Medium Term Revenue & Expenditure

Vote Description 2019720 20201 0112 Current Year 2022/23 P
ramework
Audited Audited Audited . Adjusted Full Year | BudgetYear |Budget Year+!|Budpet Year +2
R thausand Outcone | Outcome | Oucome [ 0n B0 psce | Fowcst | mmm | NWE | 0m
Revenue by Vote
Vote 1- Executive and Council 75891 %1 83 87 %29 333 933 99052 B6.845 %690
Viote 2 - Budget and Treasury 0% 44856 65315 3251 43483 43483 e 31458 35198
Vote 3- Corporate services - - - - - - - - -
Vot 4 - Community and Social Semvices 51 09 205 167 197 187 440 ki 439
Viote 5- Sports and recreation 529 1159 1534 a7 g17 a7 1150 1008 1173
Viote 6 - Waste Management 3728 1921 389 3743 3743 3743 4075 KR 4157
Vot T - Waste Water Management £305 £ 061 6072 6408 6408 6408 £ 506 6906 7 043
Viote 8- Road Transpart 11618 1765 17857 18541 18561 18 561 19249 15618 18944
Vote 9- Water Senvices 5644 16542 17701 7608 17608 17609 17739 1773 18 242
Vote 10 - Electricity Services 40785 43401 46 801 59027 59027 50027 623 55103 59497
Vote 11 - - - - - - - - - -
Vote 12- - - - - - - - - -
Vote 13- - - - - - - - - -
Vote 14 - - - - - - - - - -
Vote 19 - - - - - - - - - -
Total Revenue by Vote 177 387 212514 43042 232207 243 267 243 267 248 539 211776 242386
Expenditure by Vote to be appropriated
Vote 1- Executive and Council 46793 57055 £0 961 B0% 42510 42510 419 ¥12 091
Voie 2 - Budget and Treasury 36 763 mn £3 268 51113 B2775 B2 775 56518 48835 56189
Vote 3- Corporate services - - - - - - - - -
Viote 4 - Community and Social Semvices 13602 21852 123 11424 11024 11024 12560 11006 12 184
Vote 5- Sports and recreation 4123 4484 4787 5310) 5290 5290 5550 4 867 5 662
Vote 6 - Waste Management 11 9023 11 655 4508 4654 965 4740 8524 5037
Vote 7 - Waste Water Management 14104 11208 14 868 12124 12316 12316 12663 1082 12919
Vot B - Road Transport 12 766 14778 17778 17718 17 547 17 547 18819 16471 197200
Viote 9 - Water Services 15030 16073 23030 19582 3037 037 21978 1923 22423
Vote 10 - Electricity Serviss 43417 47055 51733 61839 () 40 50 89 58523 5 54708
Vote 11- - - - - - - - - -
Vate 12- - - - - - - - - -
Vote 13- - - - - - - - - -
Vote 14 - - - - - - - - - -
Vote 13- - - - - - - - - -
Total Expenditure by Vote 199 420 222 960 256 987 226 720) 242 551 242 551 39 7H 207 509 40013
Surplus/(Deficit) for the year =z 3331 955 | (13945 5 4E?| 6 6 LRAE 10 Zﬁ?| 231
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Table A4

F5183 Tewelopele - Table A4 Budgeted Financial Performance (revenue and expenditure)

2023724 Medium Term Revenus & Expanditurs

Deacipbon Ref 201520 a1 22122 Cumment Year 2022123 Framawork
R thousang V| e | A | Ao oo AT | V| PO g SR 1| Bt v
Revenus
Exchangs Revenue
Service charges - Eleciicity 2 43248 46 52 53 681 53681 53 681 53681 57950 S0 T0E 59123
Service changes - Water 2 5589 5685 5333 5333 5333 5333 5750 5 D40 5876
Service charges - Wasle Water Managament 2 740 5061 6Bo72 £408 5408 6405 5408 6906 a083 745
Senice changes - Wasle Management 2 3728 g 3 851 T4 743 3743 743 4075 3 566 4157
Sale of Goods and Rendering of Senvices 859 718 T4 855 1065 1065 1065 1040 911 1061
AgENCY sErvices - - - - - - - - - -
Interest = = = = = = = = = =
Interest earned #om Receivabies - - - - - - - - - -
Interest earned #om Curnant and Mon Cumen Assets 1420 75 840 130 1300 1300 1300 1300 1138 1326
Divigznds &1 63 55 130 180 180 180 130 114 133
Renton Land 500 1044 1058 385 385 385 385 &0 525 &12
Rental #om Fixed Assets %59 13534 5] o 387 387 387 4320 430 500
Ligence and pemits 75 ] L1 70 ] Ta ] &0 0 82
Cperational Revenue = 1234 2285 1320 4320 4320 4320 1350 1181 137
Mon-Exchange Revenus
Property rates 2 22334 26429 27 867 31367 31367 31 36T 29533 a7 179 3033
SUICNargEs and Taxes - - - - - - - - - -
Fines, penaties and fosfeits w2 529 Tdd 596 596 556 596 556 583 B80
Lizences or pemits - - - - - - - - - -
Transfer and subsidies - Operational 77682 54 663 83268 84450 B4 460 24250 54460 100292 87 841 97 629
Interest 16822 1799 3173 21 281 281 28 300 263 305
Fusl Levy = = = = = = = = = =
Operational Revenue - - - - - - - - - -
Zains on disposal of Assets 23} - - - - - - - - -
Ciher Gains = 240 181 = = = = = = =
Disconinued Operations - - - - - - - - - -
Total Revenus [sxcluding capital ransfers and contrib 162123 187 158 183610 186 575 03573 MISTS 203 573 210 571 185 589 210 42
Expenditurs
Employee related costs 2 66 581 B T1960 78740 T8ETS TBETS T8ETS 81|17 71418 -xal]
Remuneratien of councilors S&70 5670 6120 6550 6 565 6563 6 565 6831 & D30 7
Bl purchasss - eleciicity 2 36 35 766 42987 55009 44066 44088 44066 237 45 76 53 385
Invenicry consumed B 12681 15202 19 60S 16 453 16583 16 B3 5999 - 4214 4505
Dext impaiment 3 6751 15006 16290 - - - - - - -
Depreciation and amartisation 28 245 33259 s Bk 20000 20000 20000 20000 20000 15 66T 18333
Interest 1862 35 46T 1500 4000 4000 4000 2300 2188 2551
Contractsd senices 14 830 20202 30003 26070 41021 41041 41021 42579 35 379 42320
Transkers and subsidies - - - 15 15 15 - 15 13 15
Irrecoverabie dedts wntten off 9433 2693 8045 13 000 13000 13000 13000 13000 10 833 1197
Cperational costs 14212 15 634 22508 G358 18072 18072 18072 12007 10 497 1237
Losses on dsposal of Assels B 653 1652 = = = = = = =
Cither Losses 2538 (186) 1288) = = = = = = =
Total Expenditurs 199 420 222 9560 256 98T 28720 24251 24251 231 622 230916 204 003 235932
SurplusiDeficit) (a7 2a7) (35502 7331 (30145) {35 248) (3B 945) {28 047} 120 345) {15 420) (25 590}
Transfers and sulsidies - capial (monetary E 15 263 45352 9432 35 632 39692 39652 39692 37 958 32 187 32044
Transfers and sulrsidies - capital (in-iind) ] - 4 - - - - - = o -
(22 033) 2554 (13945 4T 746 746 11643 17623 13 76T G454
SurpluafDeficit) after capital transfzrs & contributions
Incame Tax - - - - - - - - - -
SurpluaDeficit) after income tax (22 033) 2554 (13945 5487 Td6 T4E 11645 17623 13 T6T B454
Share of SurplusDedicit atnibuabie 1 Jeint Venure - - - - - - - - - -
Share of Surplus/Dedcit atnbatabie i Minorities - - - - - - - - - -
SurpluafDeficit) attributable to municipality (22 033) 2554 (13945 4T 746 746 11643 17623 13 76T G454
Share of SurplusDedicit atributable 1o Associate 7 - - - - - - - - - -
IntercompanyParent subsidiary ransactions - - - - - - - - - -
‘SurpluaiDeficit) for the year 1 (22033} 3 554 113 945) 5 457 746 746 11645 17 623 13 767 6454
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Table A5

FS153 Tawslopele - Tabde AS Budgsted Capital Expanditure
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Table A6

FS183 Tswelopele - Table A6 Budgeted Financial Position

2023724 Medium Term Revenue & Expenditure

Description Ref 21920 2020021 2021122 Current Year 2022/23 Era
Audited Audited Audited . . Adjusted Full ¥ear Pre-audit Budget Year |Budget Year +1| Budget Year +2
R thousand Outcome Outcome Dutcome Original Budget B{jdget Forecast outcome ;l%&l?d ‘?024&5 20251'25
ASSETS
Current assets
Cash and cash equivalents 11537 12 457 4579 16 630 30176 30 176 30176 (10 636) 51 903 54 495
Trade and other receivables from exchange transactions 1 20578 28132 30548 101 157 111 582 111582 111 582 101 157 BB 729 TT 804
Receivables from non-exchange transactions 1 7538 &110 9084 (5073) (1573) {1573) (1573) 7927 17 016 19098
Current portion of non-current receivables - - - - - - - - - -
Inventory 2 830 718 1097 753 328 328 328 753 (4 214) (4 905)
VAT T8 9482 19553 5331 14 509 14 509 14 509 5331 - -
Other current assets 1027 1067 1101 - - - - - - -
Total current assets 49 386 59 995 65 963 118 798 155 022 155 022 155 022 104 531 131 434 146 492
Non current assets
Investments 872 1052 1176 - - - - - - -
Investment property 105 411 104 999 104 430 110039 110033 110039 110039 1101039 - -
Property, plant and equipment 3 507 209 525 037 536 264 568919 575523 575523 575523 592273 35526 35937
Biclogical assets 1205 1310 1315 1373 1373 1373 1373 1373 - -
Living and non-living resources - - - - - - - - - -
Heritage assets = = = = = = = = = =
Intangible assets = = = = = = = = = =
Trade and other recenvables from exchange transactions - - - - - - - - - -
Mon-current recenvables from non-exchange transactions - - - - - - - - - -
Other non-current assets 1030 1030 1487 — - — - — - —
Total non current assets 615 728 633 430 644 592 630 332 6B6 936 686 936 G686 936 703 686 35 526 35 937
TOTAL ASSETS 665 115 693 425 710 655 799 129 B441 957 841 957 B41 957 808 217 166 961 182 430
LIABILITIES
Current liabilities
Bank overdraft = = = = = = = = = =
Financial habilities 2171 1912 345 2837 2637 2637 2637 2637 - —
Consumer deposits 1293 1411 1648 1512 1512 1512 1512 1512 - -
Trade and other payables from exchange transactions 4 78 A7 83612 106 630 93 821 131 105 131 105 131 105 66 612 190 631 214117
Trade and other payables from non-exchange fransactions 5 5046 0 0 - (60) (60) (60) - (33937 34 061)
Prowision 13699 11924 11838 - - - - - - -
VAT 1782 4151 5 008 - 10375 10 375 10 375 - - -
Other current lisbilities 00 530 558 822 822 822 822 822 - -
Total current liabilities 103 609 103 540 129 189 9B 793 146 392 146 392 146 392 71584 156 694 180 057
Mon current liabilities
Financial liabilities 6 6215 6188 4012 5853 5853 5853 5853 5853 - -
Prowision T 25 3% 42154 44 245 A1077 41077 41077 41077 41077 - -
Long term portion of trade payables - - - - - - - - - -
Other non-current iabilities 51051 471 3903 T 525 7525 T 525 7525 7525 - —
Total non current liabilities 36 663 52 bbd 52 161 54 455 54 455 b4 455 54 455 54 455 - —
TOTAL LIABILITIES 140 271 156 104 181 349 153 247 200 846 200 B46 200 846 126 038 156 694 180 057
NET ASSETS 524 844 537 3 529 306 645 882 641 111 641 111 641 111 682 179 10 267 2373
COMMUNITY WEALTHEQUITY
Accumulated surplus/{deficit) ] 546 877 537 31 529 306 645 882 41111 641 111 o1 111 640 395 10 267 2373
Reserves and funds 9 - - - - - - - - - -
Other
TOTAL COMMUNITY WEALTHEQUITY 10 546 877 537 31 529 306 645 B82 641 111 641 111 641 111 640 395 10 267 2373
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Table A7

F5183 Tswelopele - Table AT Budgeted Cash Flows

Dezcription

Ref

2019720

2020021

2021122

Current Year 2022/23

2023724 Medium Term Revenue & Expenditure

Framework
R thousand Audited Audited Audited Original Budget Adjusted Full Year Pre-audit Budget Year |Budget Year +1 | Budget Year 42
Qutcome Outcome Dutcome Budget Forecast outcome 2023724 2024125 2025026
CASH FLOW FROM OPERATING ACTIVITIES
Receipts
Property rates 18900 16578 14270 28 396 28 3% 2839 28 3% - - -
Service charges 52 483 50778 B0 5534 69165 £9 165 69 165 £9 165 - - -
Cither revenue 843 959 3477 2625 12120 12120 12120 - 1305 1520
Transfers and Subsidies - Operational 120501 176519 124 348 94 560 94 560 94 560 94 560 - 86 091 95813
Transfers and Subsidies - Capital 16 488 16 204 17 192 35532 39532 39532 39532 - - -
Interest 116 &0 43 1430 1480 1480 1480 - 1251 1459
Dividends - - - - - - - - - -
Payments
Suppliers and employess 99 040 21 172) {168 856) (198 133) (198 133) (198 133) {198 133) - - -
Finance charges = = - (1500} (1500) (1500 {1500) - - -
Transfers and Subsidies - - - - - - - - - -
NET CASH FROMI{USED) OPERATING ACTIVITIES 308 371 239926 51 069 2074 45 620 45 620 45 620 - 88 647 98 792
CASH FLOWS FROM INVESTING ACTIVITIES
Receipts
Proceeds on disposal of PPE 43 1190 14 500 500 500 500 - - -
Decrease (increase) in non-current receivables - - - - - - - - - -
Decrease (increase) in non-current investments - - - - - - - - - -
Payments
Capital assets {1 417) (28 374) (3 667) (38 430) (38 430) 38430 38430 (33 209) (37 094 (44 705)
NET CASH FROM/[USED) INVESTING ACTIVITIES 11373 (27 185) (3 653) (37 930) (37 930) 38930 38930 (33 209) (37 094) (44 705)
CASH FLOWS FROM FINANCING ACTIVITIES
Receipts
Short term loans - - - - - - - - - -
Borrowing long termirefinancing - - - - - - - - - -
Increase (decrease) in consumer deposits - - - - - - - - - -
Payments
Repayment of borrowing {134) (134) {1 108) - - - - - - -
NET CASH FROMI[USED) FINANCING ACTIVITIES (134) (134) 1 108) - - - - - - —
NET INCREASE! {DECREASE) IN CASH HELD 306 B64 212 608 46 308 (5 856) 7630 84 550 84 550 (33 209) 51553 54 087
Cashicash equivalents at the year begin: 2 8 637 - 12 487 22573 22573 22573 22573 22573 (10 636) 40 917
Cashicash eguivalents at the year end: 2 315 501 212 608 54 795 16 117 30 263 107123 107 123 (10 636) 40 N7 95 004
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Table A8

F5183 Tswelopele - Table A8 Cash backed reserves/accumulated surplus reconciliation

2023124 Medium Term Revenue & Expenditure

Description Ref | 201920 020121 2021122 Current Year 2022/23 Eramework
R thousand Audited Audited Audited Original Budget Adjusted Full Year Pre-audit Budget Year |Budget Year +1 | Budget Year +2
Qutcome Outcome Outcome Budget Forecast outcome 2023124 2024135 202526
Cash and investments available
Cash/cash equivalents at the year end 3550 12 608 58795 16717 30 263 107123 107123 (10 636) 40917 95 004
Other curent nvestments = 90 days (283 386) (171 989 (23 66T 101070 11149 MM e 101157 T 372%
Invesimenis - Property, plant and equipment 507 209 525 037 536264 a8 919 575523 575 523 515523 592 273 3552 9%
Cash and investments available: 539 324 565 657 571 392 686 706 717 281 717 281 77 281 682 794 154 159 168 236
Application of cash and investments
Trade payables from Non-exchange transactions: Other - - - - - - - - - -
Unspent borowing - - - - - - - - -
Statutory reguirements 2613 4548 14 545 5331 413 414 113 5331 - -
(Other working capital requirements 3 39503 IETE] 70 504 A0 478 86 247 Be 247 86 247 66612 190 561 214036
Other provisions 14389 12454 123% 822 v 822 B2 822 - -
Long term investments committed 4 - - - - - - - - - -
Reserves to be backed by cash/investments 5 - - - - - - - - - -
Total Application of cash and investments: 56 515 67 577 97 446 b6 631 91 204 01204 91204 72 TG4 150 561 214036
Surplus(shortfall) 482 8049 498 079 473945 630 075 626 077 626 077 626 077 610 029 (36 402) (45 B00)
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Table A9

FE183 Tewsbopsle - Table A2 Asset Managsment
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Table A9 — (continues)

F5183 Towslopale - Table A% Assel Management
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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. Council proposes a 7.5% on electricity tariffs as per proposal on NERSA guideline.
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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 draft
budget for 2023/2024 MTREF is funded because Municipality anticipates making a profit
over the MTREF.
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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 2022) 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 were tabled to Council during August 2022.

As per the budget timelines all the department heads were asked 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 will be tabled to Council at the end of March
2023 as stipulated in the MFMA.

Council having approved the draft budget, the municipality must embark 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 are encouraged to provide inputs on the tabled
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budget. The Mayor, assisted by Councillors and Municipal Officials will embark 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.

The municipality is continually working with support of the system provider (Munsoft) to ensure
compliance with the MSCOA requirements and keeping up to speed with the annual updates of
the mSCOA charts. Necessary efforts are also dedicated 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.
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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

Monitor and take
corrective action

Set targets and
allocate resources

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 2023/2024.

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.

The current ratio for 2023/2024 = 1.4:1.

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

For long outstanding debt, the municipality is anticipating to honour the arrangements

made the affected service providers.

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 are some of the budget related policies at hih

level:

4.1. Review of credit control and debt collection policies

The Municipality aims to increase the collection rate to average 99% by the end of 2023/2024
Financial Year. This can be achieved with the success of installation of pre-paid electricity meters

and strict implementation of credit control collection measures.

A credible Credit Control policy has been adopted by Municipal Council. The implementation
thereof is monitored regularly by the CFO. For 2022/2023, the municipality had appointed Munsoft
to assist with the implementation of new Valuation Roll, data cleansing and credit control. The
system introduced for debt collection has proven to be a success despite the challenges
encountered by municipality informed by the recent electricity crisis which affects the whole
country. 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 2022/2023 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).

The need was identified for strengthening the municipal’'s asset Management policy to cater for
consequence management in order to ensure accountability and safeguarding of the municipal

assets.
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4.3. Supply Chain Management Policy

The Supply Chain Management Policy was adopted by Council during 2007 and has been

reviewed on an annual basis.

4.4. 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.

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.

4.5. Investment Policy

The cash management and investment policy was amended and approved by Council for
implementation during 2022/2023 financial year. 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.

4.6. 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
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aroused to increase the tariff with rate higher than the inflation to catch up with the years where

increases were not implemented.

4.7. 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.

4.8. Indigent Policy

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
2022/2023 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. The

policy is currently being reviewed.

4.9. 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 R150 million and it is in the light of the above that the policy was reviewed.

4.10. 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
o Deposit Policy
o Petty Cash Policy
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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 7.5% (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:

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 has been a priority of the municipality. Most of the key positions were
filled during the 2023 financial year and the vacancy rate has reduced significantly during
2023.

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
o Cash-backed accumulated funds from previous years’ surpluses not committed for other
purposes

e Borrowed funds, but only for capital budget referred to in section 17 (2).
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http://www.tswelopele.gov.za/

Tswelopele local municipality operating budget totals R 210 million and is funded from:

e Grants
e Service Charges

e Other revenue
The capital budget of the municipal totals R 37.8 million, and is funded from:

e Municipal Infrastructure Grant
e Electricity Grant

o Water Grant

e CoGTA support Grant

e Internally Generated Funds

7. Expenditure on Allocations and Grant Programmes

Total Grants Allocated to Tswelopele Local Municipality are disclosed on table SA18
¢ 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 three (3) interns
currently in the system. Three other interns will be appointed from the 1% of April 2023 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.
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e Municipal infrastructure grant

The total allocation is R 18 889 000 and this amount will be spent on the following projects:

Status (Not Registered,
Registered, Design &
Tender, Construction,

Retention, Completed)

MIG Reference Nr Project Description MIG Value Planned date: Tender to be advertised

Phahameng: Fencing of
cemeteries erf 556, erf
MIG/FS1289/F/19/19 396 portion A, erf 396 2787 765.83 Registered 01-May-23
portion B (MIS:309376)

Tikwana/Hoopstad:

Construction of 4 high
MIG/FS1298/HL/19/20 mast lights, 616 sites, 1371576.83 Registered 01-Mar-24
ward 6 (MI$:309559)

Tikwana: Fencing of
MIG/FS1299/F/19/20 cemeteries erf 695 & 3654 1888 801.40 Registered 01-Apr-23
(MIS:317809)

Tikwana/Hoopstad: The
construction of 2km
MIG/FS1351/R,ST/20/23 |paved road and storm 13 087 000.00 Registered 14-Mar-23
water drainage (Ward
6&7) (MIS:356848)

Phahameng/Bultfontein:
Construction of 1km
MIG/FS1484/R,ST/22/23 |paved road and storm 12 872 396.20 Registered 05-Jan-24
water drainage (Ward
3)(MIS:426748)

Tikwana/Hoopstad:
Rehabilitation and

MIG/FS1496/CF/23/24 construction at existing 2 500 000.00 Registered 01-Mar-24
sports facilities —Phase 4
(MIS:426798)

= Expanded Public Works Grant

As per the division of Revenue Act, the Municipality will receive R 950 000 for EPWP projects.

= Energy Efficiency Demand-Side Grant

Allocation of R 4 000 000 has been scheduled for electricity as per DoRA Bill.

=  Water Services Infrastructure Grant

Municipality will also receive an amount of R 11.9 million for allocation for upgrading of water

infrastructure.
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8. Allocations made by the municipality

Every metered household receives 6 kl of water for free. For unmetered households a flat rate will
be billed for water and indigent household shall receive 100 % rebate on water consumption. All
indigent households receive 50 kwh of electricity for free, 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
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.
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11. Legislation Compliance

Compliance with the MFMA implementation requirements have been substantially adhered to

through the following activities:

1.

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 six (three to commence 1 April 2023) 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. The term of the current Audit

Committee is about to come to an end. The municipal has advertised to invite applications for the

new Audit Committee.

5.

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 2023 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, currently at draft / compilation stage.
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12. Quality Certificate

()
SEraTeYataT

I ITSWELOPELE

N ~Z ¢ LOCAL MUNICIPALITY
XBWEore S 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, T Matyesini, the Acting 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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