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1. PART 1: BUDGET FORMAT 

2. Adjustment Budget Report (Mayoral Speech) 

 

- To be presented in the meeting 

3. Budget resolution by Council.  

 

8 / 02  SUBMISSION OF THE ADJUSTMENT BUDGET AND REVISED SERVICE DELIVERY AND 
BUDGET IMPLEMENTATION PLAN FOR 2025 / 2026 FINANCIAL YEAR 

 MINUTES: COUNCIL MEETING    DATE:    26 FEBRUARY 2026 

 

1. PURPOSE  
 

The purpose of this report is to table the Municipality’s Adjustment Budget and Revised 
Service Delivery and Budget Implementation Plan for 2025 / 2026 financial year before 
Council. 

 
2. BACKGROUND 
 

In terms of section 72 of Municipal Finance Management Act No. 56 of 2003 the 0Accounting 
Officer of the Municipality must assess the performance of the Municipality for the first half of 
the financial year, the Accounting Officer is further requested to recommend to Council 
whether to adjust the budget or not. 
 
The Accounting Officer performed the assessment, and the recommendations was that the 
Council of the Municipality must adjust its budget and revise the service delivery and budget 
implementation plan, the detailed section 72 report was tabled to Council in January 2026.  
The Municipal Finance Management Act, 2003 [Act 56 of 2003], section 28 states the 
following: 
 
”28 [1] A municipality may revise an approved annual budget through an adjustment budget. 

 
[2] An adjustment budget –  

 
[a] must adjust the revenue and expenditure estimates downwards  if there is 
material under collection of revenue during the current  year; 

 [b] may appropriate additional revenues that have become  available over and 
above those anticipated in the annual  budget, but only to revise or accelerate 
spending programmes  already budgeted for; 

 [c] may, within a prescribed framework, authorise unforeseeable  and 
unavoidable expenditure recommended by the mayor of the  municipality; 

 [d] may authorise the utilisation of projected savings in one vote  towards 
spending under another vote; 

 [e] may authorise the spending of funds that were unspent at the  end of the 
past financial where the under-spending could not  reasonably have been foreseen 
at the time to include projected  roll-overs when the annual budget for the 
current year was  approved by the council; 

 [f] may correct any errors in the annual budget; and 
 [g] may provide for any other expenditure within a prescribed   
 framework. 
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[3] An adjustment budget must be in the prescribed form. 

 
Section 54 [budgetary control and early identification of financial problems] —  
 
(1)  of Municipal Finance Management Act, 2003 [Act 56 of 2003]. Provides   that 
on receipt of a statement or report submitted by the accounting   officer of the 
municipality in terms of section 71 or 72, the mayor must— 
 

a) consider the statement or report; 
b) check whether the municipality’s approved budget is   
 implemented in accordance with the service delivery and budget  
 implementation plan; 
c) consider and, if necessary, make any revisions to the service  
 delivery and budget implementation plan, provided that    revisions 
to the service delivery targets and performance    indicators in the 
plan may only be made with the approval of the   council following approval 
of an adjustments budget; 

 
(2)  The mayor must ensure that any revisions of the service delivery and  
 budget implementation plan are made public promptly.  

 
On 23 January 2026 the Council of the municipality took a resolution that the service delivery 
and budget implementation plan of the municipality be revised in line with mid-year budget 
and performance assessment and the adjustment budget.  

 
3. STAKEHOLDERS CONSULTED 

 
 None. 

 
4. LEGAL IMPLICATIONS 
 

 Compliance with the Municipal Finance Management Act, 2003 [Act 56 of 2003]. 
 Compliance with the Municipal Budget and Reporting Regulations. 
 Local Government:  Municipal Systems Act, 2000 [Act 32 of 2000].  

 
5. STAFF IMPLICATIONS 
 

 None. 
 
6. FINANCIAL IMPLICATIONS 
 

 Failure to approve the adjustment budget may result in the Municipality incurring 
unauthorised expenditure. 

 
7. RISKS 
 

 If the adjustment budget of the Municipality is not approved and the SDBIP is not revised, 
the Municipality may incur unauthorised expenditure and not implement service delivery 
targets. 

 Non-compliance with Municipal Finance Management Act 
 
8. ANNEXURE – [SEE MEMORY STICK] 
 

 Detailed Adjustment Budget for 2025 / 2026 financial year. 
 Revised Service Delivery and Budget Implementation Plan for 2025/26 financial year. 
 Amended Tariff List 2025 / 2026.  
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9. RECOMMENDATION  
 

1. That Council approves the Adjustment Budget and Revised Service Delivery, Budget 
Implementation Plan and Tariff List for 2025 / 2026 financial year. 

 
[FOR RESOLUTION] 
 

 

Minutes:            Council Meeting 26 February 2026 
 
The Mayor proposed that the matter be resolved as follows and was seconded by Cllr Gaebee. 
 
RESOLVED: 
 
1. That Council approved the Adjustment Budget and Revised Service Delivery, Budget 

Implementation Plan and Tariff List for 2025 / 2026 financial year. 
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4. Executive summary 

 

Tswelopele Municipality’s 2025/2026 Budget was tabled to council and was approved on the 29th 

of May 2025. 

 

The adopted Budget was submitted to National and Provincial Treasury as required by the MFMA 

and MBRR. 

 

The approved budget of the municipality was assessed by the National Treasury to determine its 

credibility and funding. For the 2025/2026 MTREF, the budget of the municipality was found to be 

credible and funded. However, the budget is not sustainable, due to issues such as, amongst 

others the ESKOM long outstanding debt.  

 

The municipality has voluntarily developed and implemented a financial recovery plan for the 

municipality in an attempt to aid the sustainability of the budget and enhance revenue. However, 

majority of the initiatives contained in the financial recovery plan are long term initiatives and can 

only yield results in the long future. 

 

Additionally, the municipality appointed a debt collector through the National Treasury RT 27 

Transversal contract in March 2025. The services of the debt collector should aid the municipality 

in collection of the long outstanding debt from the debtors.  

 

The main tasks of the debt collector are to assist the municipality with the following:  

• Data cleansing,  

• Debt collection on agricultural consumers (property rates), and also  

• Transfer the skill to the officials of the municipality. 

 

Eskom’s Debt Relief: 

 

The municipality is still participating in the Eskom’s Debt Relief Program as was introduced 

through the MFMA Circular 124. 

 

The Free State Provincial Treasury monitored and assessed the municipality’s compliance with all 

the debt relief conditions monthly since approval.  From the Provincial Treasury’s assessment, the 

municipality’s performance is low. 

 

The municipality has a challenge in meeting the major condition of the programme that is to 

maintain the Eskom’s bulk current account and the long outstanding arrears that will not be 



 
 

7 | P a g e  
 

written-off. The municipality is faced with financial constraints and is only able to pay the current 

account to Eskom, no payments have been made towards the arrear debt as per the conditions of 

the programme. 

 

Subsequent to the approval of the annual budget by the municipal council in May 2025, the 

National Treasury assessed the municipality’s budget implementation and provided feedback on 

the accuracy of the data submitted (budget) and proposed improvements to the quality of the data 

strings. Therefore, this suggests that the mid-year assessment must be undertaken with the view 

to address issues already highlighted by National Treasury on the approved budget and its 

implementation as well as assessment of the municipal financial performance in the first half of the 

financial year. 

 

As required by section 72 of the MFMA, the Accounting Officer performed the mid-year 

assessment for the 2025/2026 financial year to assess the municipal performance during the first 

half of the financial year. 

 

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 and its service delivery budget implementation plan. 

 

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 2025/2026 budget as 

presented below: 

 

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

municipality on the 2025/2026 budget in the following sections. 
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Summary of Adjustment Budget 

2025/2026 ADJUSTMENT BUDGET 

SUMMARY DESCRIPTION 

ORIGINAL BUDGET ADJUSTMENT 

BUDGET 

Total Operating Revenue R 332 860 000 R 311 475 000 
 

Total Operating Expenditure (incl. non-cash 

items) 

R 280 734 000 R 310 720 000 

Total Capital Budget R   41 209 000 R   45 915 000  

 

The budgeted revenue decreased with R 21.3 million during the adjustment budget process. 

 

The significant contribution to this decrease resulted from revenue derived from the interest on the 

receivables. In the 2025-2026 financial year, it is highly expected that the services of the debt 

collector will aid the municipality’s revenue collection and reduce the municipality’s debt book 

which will reduce the interest levied on the outstanding debtors. 

 

Other adjustments on the budgeted revenue are as a result of technical corrections on the data-

stings that were required to ensure that the municipal budget is in compliance the mSCOA 

regulations. 

 

The expenditure increased by a total increase of R 30 million, the increase can be attributed to 

different factors such as expenditure on the audit fees and other operational expenditure that were 

under budgeted. 

The capital budget increase by a total increase of R 4.7 million, the increase can be attributed to 

the internally funded project to repair the community hall in Tikwana that was burned down during 

community protests in 2020 and the procurement of a compactor truck that will assist the 

municipality with refuse collection. 

4.1 Operating revenue overview 

 

Tswelopele Municipal Budget vastly depends on grants from National Government. The operating 

government grant allocation for 2025/2026 amounts to R 109.8 million which constitutes almost 

half of the total budgeted revenue. It is also worth noting that, revenue from other sources such as 
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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. 

 

 

The decrease on the line-item interest relates to all the interest that is expected to reduce as the 

municipality is collecting from its long outstanding debtors as result of the services of the debt 

collector. 

 

The increase on the electricity line item and the decrease on the waste management line item is 

as a result of technical corrections on the data-stings that were required to ensure that the 

municipal budget is in compliance the mSCOA regulations. 
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The decrease of R 240 000 on the interest from current and non-current assets line item is as a 

result of the assessment of the municipality’s investment and anticipated returns. 

 

The budget on the line-item licences and permits, fines, penalties and forfeits increased. This 

increase is due to traffic fines and other law enforcement infringements that the municipality 

anticipates to issue and collect revenue from. 

4.2.2 Grants and Subsidies 

 

 

 

The were no adjustments on the budget for grants.  
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4.3 Operating Expenditure Framework 

 

 

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

R 280.7 million to R 310 million. 

The increase of R 30 million is exposed below: 

- The increase on the employees related costs and remuneration of councillors due to new 

employees that have been appointed post approval of the 2025-2026 MTREF and upper limits 

of councillors that has been gazetted in 2026 by the minister of Cogta. 

- The budget for cleaning detergents had to be increased this resulted in the increase of R 95 

000 on the inventory consumed line item; 

- The line item for interest is mainly relating to the interest incurred on the Eskom and Sandvet 

arrear debt, this line item had to be increased by R 7.5 million due to the interest that has 

already incurred at midyear; 

- An increase in the operational cost and contracted services line-item is informed by increase in 

expenditure such as, licence fees; advertisement costs, delegation costs; training; 

membership fees; audit fees; other main hiring of machinery and equipment and travelling 

costs; 
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- The muni cipality increased the budget for impairment and irrecoverable debt after the 

assessment of the debt impairment in the 2024-2025 audited financial statements. This will 

assist the municipality to avoid unauthorised expenditure.
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4.3.1 Adjusted capital expenditure 
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From the above table, it can be seen that the capital budget has increased by R 4.7 

million. The increase of R 4.7 on the capital budget is as a result of internally funded 

project to repair the community hall in Tikwana that was burned down during community 

protests in 2020 and the procurement of a compactor truck that will assist the 

municipality with refuse collection. 

5. Adjustment budget tables: 
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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 

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: 
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- 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. 

The first 6kl of water is only granted free to indigent consumers. However, the 

indigent households in Phahameng and Tikwana receive hundred percent relief 

benefit on water billing as the billing in the townships is a flat rate. 

- 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 

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 
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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 funded but not sustainable to the long 

outstanding debt with services such as Eskom and Sandvet. 

A financial Recovery Plan will be used a bridge to ensure that the budget is sustainable. 

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. 

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 adjustment 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.  
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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 CPI. National Circular 132 

 was 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. 

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 and WSIG grants and own internally generated funds. 
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MUNICIPAL MANAGER’S QUALITY CERTIFICATE 

 

I, T Manele, 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: __________________________ 

 

Date:  __________________________ 

 


