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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.
During the month of February 2023, the municipality tabled Adjustment Budget which was

informed by the outcome of the mid-year assessment.

On the 29th of March 2023, The Minister of Finance released gazette no0.48327 which is in
accordance with sections 18 and 19 of the Division of Revenue Act, 2022 (Act 15 of 2022) which
explains the stopping and re-allocation of conditional grants made to municipalities. An additional
R 10.8 million of the Municipal Infrastructure Grant (MIG) was re-allocated to Tswelopele for the

2022-2023 financial year which is included in this special adjustment 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 adjustment budget.

In terms of section 28(2)(b) of the MFMA and Section 23(3) of the Municipal Budget and Reporting
Requirements (MBRR), municipalities must adjust their budgets in order to account for the revised

funding allocation as presented by the Minister.

According to the guidelines issued by the National Treasury, the municipalities must table to
council, special adjustment budget in order to accommodate the additional allocations presented

by the Minister of Finance and reprioritise the 2022-2023 capital 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 order to accommodate the R 10.8 million additional

allocation in the following sections.

Summary of Adjustment Budget

The capital budget increased by R10.8 million which was re-allocated to our municipality for the
municipal infrastructure grant (MIG).

Below is a snapshot the revised Division of Revenue Bill as published in April 2023.

FSI8I  Masilonyana 28 257 ( 4600) 23657
FSI82  Tokologo 28 332 ( 2476) 25 856
FSI183  Tswelopele 18 256 10 800 29 056
FSI84 Matjhabeng 136 630 ( 36976) 99 654
Total: Lejweleputswa Municipalities 244914 - ( 33252) 211 662

The additional allocation of R10.8 million is informed by the good performance of the municipality

in implementation of capital projects funded by the MIG.

4.1 Operating revenue overview

Tswelopele Municipal Budget vastly depends on grants from National Government. The operating
government grant allocation for 2022/2023 amounted 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.

For this reason, it is evident that the municipality would not be able to fund any of its capital

projects from its internally generated operating revenue.




For the purpose of this adjustment budget, no adjustments will be made on operations because
this adjustment budget is meant to allocate only the additional funding from the Municipal

Infrastructure Grant which affects capital grants.

4.2 Revenue by source

4.2.1 Property rates and trading services.
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No adjustments are made on property rates and trading services as this special adjustment only

affects the capital conditional grants. Therefore, the adjustments made during the adjustment

budget tabled in February 2023 shall remain the same.




4.2.2 Grants and Subsidies

FS181 Tewelopale - Supporting Table SB3 Adjustments Budget - expenditure on transfers and grant programme -
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The budget for capital allocation increased by R 10.8 million.

This will be the only change in the budget for the purpose of this special adjustment budget.

The projects to be funded from the R 10.8 million will be implemented during the current financial

year. In instances where there are funds remaining from this allocation, the municipality shall

follow the necessary processes to apply for roll-over of the unspent funds.




4.3 Operating Expenditure Framework

FS183 Tswelopsis - Table B4 Adjustments Budget Financial Performance (revenue and expenditurs| -
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The expenditure will remain the same as budgeted in the approved adjustment budget tabled in
February 2023.




4.3.1 Adjusted capital expenditure

FS183 Tsweiopele - Table BS Adjustments Capial Expenditure Badget by vots and funding -
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From the above table, it can be seen that the capital budget has increases by R 10.8
million, fully funded by National Government.

These additional funds will be spent on the projects that were budgeted for 2023/2024.

An application was submitted to Provincial Government to request approval of earlier

implementation of the projects that were budgeted for 2024 financial year.




5. ADJUSTMENT BUDGET TABLES
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F5183 Tswelopele - Table B2 Adjustments Budget Financial Performance (functional classification) -

Budget Year |Budget Year
Standard Description s 2023024 024725

Original _—— Multi-year Mat. ar Prov. ) Adjusted Adjusted
oar Prior Adjusted| Accum. Funds capal _ ot | 0T Adjusta| Tl Aduste adgs o

] 7 ] 0 i
R thousanda Al c E F G

Revenus - Functional
GOvernance and adminisration
Executive and counci
Finance and administration
mi=mal audit
Community and pubilic safety
Community and social senvices
Sport and recreation
Puic safety
Housing
Heall
Econamic and environmental services 18651
Planning and development 110
Road trarsport 16541
Ernironmental protection -
Trading services 86 786
Eregy SOUTCES 59027
\Water management 17 609
Waste waker management 6408
Waste management 3743
Oither -
Total Revanus - Functional 232207

Expenditurs - FuncBonal
Govemance and adminisration
Executive and counci
Finance and administration
mi=mal audit
Community and public safey
Community and social senices
Siport and recreaicon
Puiic safety -
Housing -
Healf -
Econamic and environmental services 4713
Pianning and development 71055
Road trarsport 17718
Emvironmental protection -
Trading services 103058
Engngy SOUNces 61839
‘Wl management 19 592
WaEtE Wakr management 12 124
Waste management 8506
Oither -
Total Expenditurs - Funcfional 226720
Surplusi (Deficit) for the year 5487

Fafonras
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F3183 Tswelopele - Table B3 Adustments Budget Financial Performance Irevenue and 2xpenditars by municipal vobe) -
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FS183 Tswelopele - Table B4 Adjusiments Budget Financial Performance [revenue and expenditurs) -

Descrpbon Ref i 3 Mutiyear
capital
5

Propey s

Semace charges - slecicty revene
Senice charges - watEr oERE
Serics charges - saniisiion esne

=

=

L) "o | DS I N ra
o e il &
A
% 8

=
&

Rzntal of 3oifes and cqupment
Inferest eamed - exterral vestmens
Divdenis receved

e penalies and forfets
Licences 3ad peemis

Agency senvces
Transiees and cubsides
OBerreven:

BB M

Gans
|Total Revenue (exciuding capital Fansfers and
coatributioss)

Fnasce chages
Imveranry consamed
Cerracted seraces
Transiers and sdberdes
{fzr expendies
Losses

ITotal Expenditure

ISurplesiDenct)
Transiees and cubsidies - capds (monstary aiocaions]
Nafiorai | Prowmcl and Disic) ! 1050
Transiers and subsudes - caia’ {monctary aiocatons)
Nee-proft nsiadors, Prvaks Entsmpeses, Pabic
Coporstns. High Edstiona) Instigons)
Transiess and subcidies - caplal fmlond - o)
(SurplesiiDefict] before ation

Taxain
SurplesiDencd) ater tabion
Abutatie 1) minoetes
SurplesiiDeficd) airibatzble o menicipaity
Shae of suplee f3eict] of assocal=
Surples? (Dedicif) for the year
Refizaces

12|Page




FS183 Tswelopele - Table B5 Adjustments Capital Expenditure Budget by vote and funding -

|Budget Year [Budget Year

202324 2024025
Adjusted Adjusted
Budget Budget

Description Ref
Prior Adjusted | Accum. Funds
s €

R thousands Al B
Capitai Expenditure - Functional
Govemance and administration
Executive and councl
Finance and administraton

Internal audit

Community and public safety
Commundy and socal services
Sport and recreation
Public safety
Houwng
Heath

Economic and environmental services
Planning and déevelopment
Road transport
Envieonmental protection

Trading services
Energy sources
Water management
Waste water management
Waste management

Other

Total Capital E:

Funded by;
Nationai Govemement
Provincial Government
Distact Municpaity
Transfers and subsidies - capital (monetary allocatons)
(National / Provincial Departmental Agences, Houssholds
Non-profit incttusions, Private Enterprices, Public
Corporatons, Higher Educational Institutions)

Transfers recognised - capital

Borrowing

Internally generated funds
Total Capital Funding

13|Page




F$183 Tswelopele - Table B6 Adjustments Budget Financial Position -

" " Prioe Adusted
3
Al

80736
9189
189317
5697
4479
260521

Total non current kabiities
TOTAL LABILITEES

NET ASSETS

COMMUNITY WEALTHEQUITY
Accumdated Surplusi Defiot)
Resenies

TOTAL COMMUNITY WEALTHEQUITY
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FS183 Towelopele - Tadle B7 Adjustments Budget Cash Flows -
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F$183 Tswelopele - Table B8 Cash backed reserves‘accumulated surplus reconciation-
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F3133 Tewelopele - Table B2 Asset Management -
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TOTAL ASSET REGISTER SUMBARY - PPE [WDY)

EXPENDITURE OTHER ITEMS
Depreciation & sxsst impairment
Repairs and Maintenance by ssset class

Foads infrasmucmrs

ST Wl iInfrEsIuciue
Elecrical infastuciue
Waier Suppiy IfasicsuE
Saniadion WnTasTucve
Solid Waske InfrEsIucne
Fail inrastniciure

Coasmal Infastuciune

Infommation and CommUNiCanon INfEsILCLTE
Infrasruchure

Community Faciities

Sport and Recreation Facliies
Community As3ats
Heritage Assets

Revenue Gensrating

Monrevenue Gensrating

Irvestment properties
Jperational Buildings
Housing

Other Asasts

Biological or Cultivated Azsets
Senviludes

Licences and Rights
Intangible Asssts
Computer Equipment
Furniturs and Office Equipment
Machinery and Equipment
Tranapoit Assets
Land

Zoo's, Maring and Non-biclogical Animals
TOTAL EXPENDITURE OTHER ITEMS to be adjuested

Renewal and ppgrading of Existing Assets as % of fofal capex
Renewal and wpgrading of Existing Assets as % of deprecn ™
REM as 3 % of PPE

Renewal and ppgrading and AEM a5 3 % of PPE
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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
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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
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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
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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 councillors 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 treasury Circulars 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

Page 24 of 26




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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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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