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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

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.

BACKGROUND

In terms of section 72 of Municipal Finance Management Act No. 56 of 2003 the OAccounting
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

[0] may provide for any other expenditure within a prescribed

framework.




[3] An adjustment budget must be in the prescribed form.
Section 54 [budgetary control and early identification of financial problems] —

(2) 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.

STAKEHOLDERS CONSULTED

+ None.

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].

STAFF IMPLICATIONS

+* None.

FINANCIAL IMPLICATIONS

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

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

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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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 Clir Gaebee.

RESOLVED:

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




4. Executive summary

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

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:
e Data cleansing,
e Debt collection on agricultural consumers (property rates), and also

e 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
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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.




Summary of Adjustment Budget

2025/2026 ADJUSTMENT BUDGET ORIGINAL BUDGET ADJUSTMENT
SUMMARY DESCRIPTION BUDGET

Total Operating Revenue R 332 860 000 R 311 475 000

Total Operating Expenditure (incl. non-cash R 280 734 000 R 310 720 000

items)

Total Capital Budget R 41209 000 R 45915 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




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 Thetable below indicates the revenue by source after all adjustments.

FS183 Tswelopele - Table B4 Adjustments Budget Financial Performance (revenue and expenditure) - 2025/02/28

Budget Year :Budget Year
2026/27 2027/28
Description Original I?rior Multi-vyear Unfor.e Nat. or Prov. O'ther Total Adjusts. Adjusted Adjusted Adjusted
Budget Adjusted capital Unavoid. Govt Adjusts. Budget Budget Budget
3 o 5 6 7 8 9 10
R thousands A Al Cc D E F G H
Revenue By Source
Exchange Revenue
Service charges - Electriciy
Service charges - Water

2025/26

Service charges - Waste Water Management
Service charges - Waste Management
Sale of Geods and Rendering of Services
Agency services -
Interest -
Interest earned from Receivables =
Interest earned from Current and Non Current Assets
Dividends 241 -
Renton Land 600 390 C 990
Rental from Fixed Assefs 520 50 ( 570
Special Raling Levies - - -
Licence and permés 545 40 4 585
Operational Revenue 6 000 50 5 6050 6025
Non-Exchange Revenue
Property raes 4271 6000 48771 44910
Surcharges and Taxes - - - -
Fines, penalies and forkeis 1012 200 ( 1212 1063
Licences or permis - - - -
Transfer and subsidies - Operagional 109 873 - 109 873 111 395
Interest 46 000 (28 000) 18 000 55 000
Fuel Levy - - -
Operational Revenue - - -
Gains on disposal of Assets - - -
Other Gains 30 220 - 30 220
Disconiinued Operations - - -
evenue ing capital and contributi 332 860 (21 385)| (21 385) 311475 333385

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.




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

FS183 Tswelopele - Supporting Table SB7 Adjustments Budget - transfers and grant receipts - 2025/02/28

Budget Year :Budget Year
2025/26
e 2026021 2027/28
Description Original Prior Multi-year : Nat. or Prov. Other Total Adiusts Adjusted : Adjusted : Adjusted
Budget Adjusted capital Govt Adjusts. i Budget Budget Budget
7 8 9 10 12

R thousands A Al B C D F
RECEIPTS:

Operating Transfers and Grants
National Government: 109723 111338 111571
Expanded Public Works Programme Integrated Grart 1659 =

Local Government Financial Management Grant 2100 2400
Equeable Share 105 964
Provincial Government: -

District Municipality: -

Other grant providers: 150 158
Educasion, Training and Development Pracices SETA 150 158 167

Total Operating Transfers and Grants 109 873 111495 111738

Capital Transfers and Grants

National Government:
Energy Eficiency and Demand Side Management Grant
Municipal Infrastructure Grant
Integrated Naonal Electrificaton Programme Grant
Water Services Infrastructure Grant

Provincial Government:

District Municipality:

Other grant providers:

Total Capital Transfers and Grants

TOTAL RECEIPTS OF TRANSFERS & GRANTS 147 504

162 890

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

FS183 Tswelopele - Table B4 Adjustments Budget Financial Performance (revenue and expenditure) - 2025/02/28

R thousands A At C D E F G H

Budget Year Budget Year
202621 2027728
Description Original Prior Multi-year | Unfore. |Nat.orProv.: Other Total Adjusts. Adjusted | Adjusted | Adjusted
Budget Adjusted capital Unavoid. Govt Adjusts. “ Budget Budget Budget

3 5 6 7 8 9 10

202526

Employes relaed cosls b 06 107838
Remuneraion of councilors 76 f 131
Bulk purchases - electicty 4% 497%
Inveniory consumed g 136481 14231
Debtimpaiment < ( 13000 10000
Depreciadon and amorisaion 20000 2000
Interest
Contracted services 81 218
Translers and subsidies 0 1
Irrecoverable debis writen of 125 10000
Operadonal costs 7484 31362
Losses on disposal of Assels - - - -
(Other Losses - 650 b 650 -

10500 3150

Total Expenditure 8074 N7 2% M0T0: 28950 MM

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 midyeatr,;

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 municipality 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

‘swelopele - Table B5 Adjustments Capital Expenditure Budget by vote and funding - 2025/02/28
2025/26

Budget Year :Budget Year
2026121 202728
Original I‘:'rior Multi-'year UnforleA Nat. or Prov. O.mer Total Adjusts. Adjusted Adjusted Adjusted
Budget Adjusted capital Unavoid. Govt Adjusts. Budget Budget Budget
5 7 8 9 10 1 12

R thousands / A1 c D E F G H
Capital expenditure - Vote

expenditure to be adjusted
Voie 1 - Execuive

Description Ref

Vote 2 - Budget and Treasury Ofice
Vote 3 - Communiy and Social Services
Vote 4 - Public Safety

Vote 5 - Sport and Recreation

Vote 6 - Waste Management

Vote 7 - Waste Water Management

Vote 8 - Road Transport

Vote 9 - Water

Vote 10 - Electricty

Vote 11 - Corporate Services

Voie 12 -

Vote 13 -

Vote 14 -

Vote 15 -

Capital multi-year expenditure sub-total

ar expenditure to be adjusted
Voie 1- Execuive
Vote 2 - Budget and Treasury Ofice
Vote 3 - Community and Social Services
Vote 4 - Public Sakety
Vote 5 - Sport and Recreaton

Vote 6 - Waste Management

Vote 7 - Waste Water Management
Voie 8 - Road Transport

Voie 9 - Water

Vote 10 - Electricty

Vote 11 - Corporate Services
Vote 12 -

Vote 13 -

Vote 14 -

Vote 15 -

Capital single-year expenditure sub-total
Total Capital Expenditure - Vote

Capital Expenditure - Functional
Governance and administration
Executve and coundl

Finance and administragon

Internal audit

Community and public safety
Communily and sodial services
Sport and recreagion

Public safety

Housing

Heatth

Economic and environmental services
Pianning and development

Road transport

Environmental protecion

Trading services

Energy sources

Water management

Waste water management

Waste management

Other

Total Capital Exp

Funded by:
Natonal Government
Provincial Government
District Municipaly
ind subsidies - capial (in-kind)

Transfers recognised - capital
Borrowing
funds

Y

Total Capital Funding

13|Page




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:

FS183 Tswelopele - Table B1 Adjustments Budget Summary - 2025/02/28

Budget Year :Budget Year

2025026 2026727 202728

Description

Original Prior . Multi-year Unfore. Nat. or Prov. Other j j j
Budget Adjusted capital Unavoid Govt Adjusts. Budget Budget Budget
1 3 4 5 6 8
R thousands A Al C D E F H
Financial Performance
Property rates 42771 6000 48771 44910 47 604
Service charges 90 399 51 90 450 95 192 101232
Invesiment revenue 3219 (240) 2979 3380 3583
Transfers recognised - operasonal 109 873 o 109 873 111395 111738
Cther own revenue 86 597 (27 196) 59 402 65 621 69 228
Total ing capital 332 860 (21 385)) 311 475 320 499 333385
contributions)
Employee cosis 104 071 1967 106 038 107 838 114 226
Remunerasion of counciiors 6988 376 376 7384 7337 7747
Depreciation & asset impairment 30 000 3000 3000 33 000 30 000 30 000
Finance charges 3000 7500 7500 10 500 3150 3339
Inventory consumed and bulk purchases 60978 95 95 61073 64027 67 869
Transfers and subsidies 10 - - 10 1 1
Cther expendiure 75 687 17 049 17 049 92736 77177 81053
Total Expenditure 280734 29987 29987 310720 289 540 304245
Surplus/(Deficit) 52126 (51371) (51371) 755 30958 29 140
Transfers and subsidies - capal (monetary allocasions) 37721 s w 37721 44212 51152

Total Adjusts.

Transfers and subsidies - capial (in-kind - all) - - -~ - - =
Surplus/(Deficit) after capital transfers & contributions 89 847 (51 371) (51371) 38 476 75170 80 292
Share of surplus/ (defic) of associate - = - = = o

Surplus/ (Deficit) for the year 89 847 (51 371)) (51371) 38476 75170 80292

Capital expenditure & funds sources
Capital expenditure

Transfers recognised - capgal

Borrowing

Internally generated funds

Total sources of capital funds

Financial position
Total current assets 255773 (27 680) (27 680) 228 094 322 309 411026
Total non current assets 160 212 4714 4714 164 926 189 522 226 045
Total current kabiiSes 109 213 28 406 28 406 137618 129888 174 838
Total non current EabiiSes 185124 = = 185124 185124 185124
Communiy weakh/Equiy 121 649 (51 371)| (51371) 70278 196 819 27711

Cash flows
Net cash from (used) operating 122254 124 124 122378 131991 140 572
Net cash from (used) invesing (36 201) 5000 5000 (31201) (44618) (44618)
Net cash from (used) financing = - - - - -

Cash/cash equivalents at the year end 161322 166 446 250 845 343 855

Cash backing/surplus reconciliation
Cash and investments avaiabie 164 898 (116) (116) 164783 249 327
Applicaion of cash and invesiments (7918) 71286 71286 63 368 54733
Balance - surplus (shortfall) 172 816 (71 402), (71 402) 101 414 194 594

Asset Management
Asset register summary (WDV) (6 986) (6 986) 110611
Depreciation - - 20000
Renewal and Upgrading of Exising Assets 6 000 6000 23437
Repairs and Maintenance (1736) (1736) 23113

Free services

Cost of Free Basic Services provided
Revenue cost of free services provided
Households below minimum service level
Water:

Sangason/sewerage

Energy:

Refuse:
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FS183 Tswelopele - Table B2 Adjustments Budget Financial Performance (functional classification) - 2025/02/28

Standard Description

R thousands

Ref

202526

Budget Year
202621

Budget Year
2021128

Original
Budget

Prior
Adjusted
5

Al

Multi-year
capital
7

c

Unfore.
Unavoid.
8

D

Nat. or Prov.
Govt
9

E

Other
Adjusts.
10

F

Total Adjusts.

il
G

Adjusted
Budget
12

H

Adjusted
Budget

Adjusted
Budget

Revenue - Functional
Governance and administration
Executve and councl

Finance and administraton
Internal audi

Community and public safety
Communiy and social services
Sportand recreaton

Publc satety

Housing

Heakh

Economic and environmental seivices
Planning and development

Road transport

Environmental profecion
Trading services

Energy sources

Water management

Waste water management

Waste management

Other

(72309)
(68560)
(3749)
4709
200
2931
1572

10030
4930
5100

36186

11835
8135
9000
726

(12309)
(68560)
(3749)
4709

20
2997
1572

121917
35739
92178

6574

900
4087
1587

13128
105635
107 4%4
1959
73%
1208
16

21641
%5

20 6%
127982
73275
34425
11025
9257

219769
105 894
113875
2076
m
1280
17

Total Revenue - Functional

370 581

(21385)

364711

Expenditure - Functional
Governance and administration

Execuive and counci

Finance and administragon
Internal audi

Community and public safety
Communty and social services
Sportand recreaton

Public safety

Housing

Heath

Economic and environmental services
Planning and development

Road transport

Environmental profecton
Trading services

Energy sources

Water management

Waste water management

Waste management

Other

105515
3102
74493
12346

4183
6686
1417

3733
934
27978
125 540
62799
28897
19740
14104

16890
101%
6604
(59)
51

i

(3497)
18
(3515)
15652
3759
a7
5027
4149

(3407)

18
(35t5)
16652
3759
37
5027
4149

33835
9312
244683
142193
66 558
32615
24767
18262

40911
10411
30500
135951
67632
31654
21420
15245

Total Expenditure - Functional

20734

29987

29%7

10720

304 245

Surplus/ (Deficit) for the year

89 847

(51311)

(51311)

38476

80292
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Budgef Year |Budgat Yaar

2526
mear
Original Multisgear | Unfore. | Nat or Frov. Adjusted | Adjusted | Adjusted

Budget capitdl | Unavoid | Gout Tol A, Budget | Budgel | Budgel
Insert deparimental sruchre et § b 1

Rthousands 0 D E

Revenue by Vote

e 1- Exeufve

Vot 2 Budget and Treesury Offia

Ve 3 - Communty and Social Sendces

lote - Publi Safly

Ve 5 Sport and Recreafion

Ve 6 - Weste Management

\Vote 7- Waste Waler Management

Ve 8- Road Transpot

Vole 8- Weter

\lote 10- lectricty

ate 11.- Corporete Senices

Ve 12-

Ve 13-

e 14-

e 15-

Total Revenue by Vote 3T gt (21385

Vit Deseription

Expenditure by Vote
Vote 1 - Executie 4376 10215

Ve 2 - Budget and Treasury Offia {8666
Ve 3 - Communty and Social Sendces n
Vote - Publi Safly o9

Ve 5 Sport and Recreafion Ll
e - Waste Management 30

Ve 7 - Weste Water Menagement 19740
Ve 8- Road Transpot R
lfe §- Weter B4y
\ote 10- Becticty BT
Ve 11.- Corporate Senices
Ve 12-
Ve 13-
e 14-
e 15-
Total Expenditure by Vote P T I 302745
Surplus/ (Defiet) for the year (3 B4 il
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yose name from list - Table B4 Adjustments Budget Financial Performance (revenue and expenditure) - 2025/02/28

Description

R thousands

202526

Budget Year :Budget Year
202621 2021728

Original
Budget

Prior
Adjusted
3

Al

Multi-year
capital
5
C

Unfore.
Unavoid.
6

D

Nat. or Prov.
Govt
7

E

Other
Adjusts.

8
F

Total Adjusts.

Adjusted
Budget
10

H

Adjusted | Adjusted
Budget Budget

Revenue By Source

Exchange Revenue

Service charges - Electriciy

Service charges - Water

Service charges - Waste Water Management
Service charges - Waste Management
Sale of Goods and Rendering of Services
Agency services

Inferest

Interest earned from Receivables

Interest earned from Current and Non Current Assets
Dividends

Rent on Land

Rental from Fixed Assets

Special Rating Levies

Licence and permés

Operational Revenue

Non-Exchange Revenue

Property rates

Surcharges and Taxes

Fines, penalies and forfeis

Licences or permis

Transfer and subsidies - Operatonal
Interest

Fuel Levy

Operational Revenue

Gains on disposal of Assels

Other Gains

Discontinued Cperations

30220

| Revenue (excluding capital transfers and contributions)

311475

Expenditure By Type
Employee related costs
Remunerason of councifors
Bulk purchases - electricty
Inventory consumed

Debt impairment

Depreciaton and amortisaion
Interest

Contracted services
Transkers and subsidies
Irrecoverable debis writen of
Operational costs

Losses on disposal of Assels
Other Losses

3

7

2

%67
376

%
000

500

550

7484

967
316
)
3000

7500

2550
7484

Total Expenditure

2

336

29336

310070

Surplus/(Deficit)
sfers and subsidies - captal (monetary allocatons)
Transkers and subsidies - capial (in-kind - al)
lus/(Deficit) before taxation
Income Tax
Surplus/(Deficit) after taxation
Share of Surplus/Defci atributable to Joint Venture
Share of Surplus/Defct atributable to Minoriies
us/(Deficit) attributable to municipality
Share of Surplus/Defct atributable to Associate
Intercompany/Parent subsidiary transacions

(50

)

(50721)

(50721)

(50721)

1406
I

9121

(50721)

(50721)

(50721)
(50 724)

9121

Surplus/ (Deficit) for the year

(50721)

(50721)
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‘swelopele - Table B5 Adjustments Capital Expenditure Budget by vote and funding - 2025/02/28

Description

R thousands

Ref

202526

Budget Year
2026727

Budget Year
2027728

Original
Budget

Prior
Adjusted
5

Al

Multi-year
capital
7
c

Unfore.
Unavoid.
8
D

Nat. or Prov.
Govt
9
E

Other

Adjusts.

10
F

Total Adjusts.

1
G

)
Budget
12
H

)
Budget

el
Budget

Capital expenditure - Vote
expenditure to be adjusted

Vote 1 - Execuive

Vote 2 - Budget and Treasury Ofice

Voie 3 - Communiy and Social Services

Voie 4 - Public Sakty

Vote 5 - Sport and Recreation

Vote 6 - Waste Management

Vote 7 - Waste Water Management

Voie 8 - Road Transport

Vote 9 - Water

Vote 10 - Electriciy

Voie 11 - Corporate Services

Vote 12 -

Vote 13 -

Vote 14 -

Vote 15 -

Capital multi-year expenditure sub-total

ar expenditure to be adjusted
Voie 1- Execuive
Vote 2 - Budget and Treasury Ofice
Vote 3 - Communiy and Social Services
Vote 4 - Public Safety
Vote 5 - Sport and Recreaion
Vote 6 - Waste Management
Vote 7 - Waste Water Management
Voie 8 - Road Transport
Vote 9 - Water
Vote 10 - Electriciy
Vote 11 - Corporate Services
Vote 12 -
Voie 13 -
Vote 14 -
Vote 15 -
Capital single-year iture sub-total

P

Total Capital Expenditure - Vote

Capital Expenditure - Functional
Governance and administration
Executve and counci

Finance and adminisiration

Internal aud

Community and public safety
Communiy and social services
Sport and recreation

Public safety

Housing

Heakh

Economic and environmental services
Planning and development

Road transport

Environmental proteciion

Trading services

Energy sources

Water management

Waste water management

Waste management

Other

Total Capital Expenditure - Functional

Funded by:
Natonal Government

Provincial Government
District Municipally

ind subsidies - capial (in-kind)
Transfers recognised - capital
Borrowing
funds

Y 9

Total Capital Funding
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3183 Tswelopele - Table B6 Adjustments Budget Financial Position - 2025/02/28

Budget Year ; Budget Year
202621 2021128
Adjusted | Adjusted
Budget Budget

2025126

- oarnne| o T T | e M|
3 5 6 7 8 10
R thousands Al C D E F H
ASSETS
Current assets
Cash and cash equivalents 163472 (116) 163 357 247901 31129
Trade and other receivables from exchange transactions 1630 (9561) (7931) (66 316) (127 659)
Regeivables from non-exchange transactons 42428 (17 268) 25170 66 991 98092
Current porgon of non-current receivables - - - - -
Inventory 2543 (745) 1798 2543 2543
VAT 44088 - - 44088 69578 95310
Other current assets 1612 - - 1612 1612 1612
Total current assets 255773 (27 680) (27 680) 228094 322309 411026
Non current assets
Invesments 1426 1426 1426 1426
Invesiment property 102571 102571 102571 102571
Property, plant and equipment 53949 7 58 663 83259 119784
Biological assets 705 705 705
Living and non-fving resources - - -

Total Adjusts.; Adjusted Budget

Heriage assets - - -
Intangible assets = & ~
Trade and other receivables from exchange transacions - - -
Non-current receivables from non-exchange ransactons - - -
QOther non-current assels 1561 1561 1561 1561
Total non current assets 160 212 164 926 189 522 226 046
TOTAL ASSETS 415985 393019 511830 637072

LIABILITIES

Current liabilities

Bank overdrat

Financial Eabiiies

Consumer deposis

Trade and other payables from exchange fransacions
Trade and other payables from non-exchange transacions 9 (0) (0) 9
Provisions 863 863
VAT 28091 28091
Other current iabiiies - -
Total current liabilities 109 213 137618

Non current liabilities
Borrowing 6146 6 146 6146 6146
Provisions 141017 141077 141017 141077
Long term porfion of rade payables 30000 30 000 30000 30000
Other non-current iabiites 7901 - - 7901 7901 7901
Total non current liabilities 185124 - - 185124 185124 185124
TOTAL LIABILITIES 294 336 28 406 28 406 322742 35011 359 962

NET ASSETS 121649 (51371) (51311) 70278 196 819 211

COMMUNITY WEALTH/EQUITY
Accumulated Surpius/(Defics) (51371) (51371) 196 819 2711
Funds and Reserves & - & (=
Other = = = =
TOTAL COMMUNITY WEALTHEQUITY (51311) (51371) 2711
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183 Tswelopele - Table B Adjustments Budget Cash Flows - 2025/02/28

Budget Year :Budget Year

e 00601 2021128

Description Original Prior Multiyear : Unfore. : Nat.orProv.i Other
Budget | Adjusted capital © Unavoid. i Govt | Adjusts.

Adjusted : Adjusted : Adjusted

Total Adjusts.
ot Budget | Budget : Budget

3 5 8 10
R thousands ! Al C F 3 H
CASH FLOW FROM OPERATING ACTIVITIES
Receipts

Property raies 71752 71752
Service charges 161707 161707
Other revenue 1406 8813
Trans’ers and Subsidies - Operatonal (0) 111338 111571
Transkers and Subsidies - Capial “n2 51192
Inferest - -
Dividends - -
Payments
Supplers and employees (243 467) (43467 (67762):  (267762)
Finance charges (3.000) (3000) 3339 339
Translers and Subsidies - - - -
NET CASH FRON/(USED) OPERATING ACTIVITIES 122254 g 139 m

CASH FLOWS FROM INVESTING ACTIVITIES
Receipts

Proceeds on disposal of PPE

Decrease (increase) in non-Current receivables
Decrease (increase) in non-Current investmen's
Payments

Capkal asses (41201) (2N (L9618 (49618
NET CASH FROM/(USED) INVESTING ACTIVITIES (36201) (201):  (4d618) (44618

CASH FLOWS FROM FINANCING ACTIVITIES
Receipts

Shortterm loans

Borrowing long term/refinancing

Increase (decrease) in consumer deposts

Payments

Repayment of borrowing

NET CASH FROM/(USED) FINANCING ACTIVITIES

NET INCREASE/ (DECREASE) IN CASH HELD 87313
Cashicash equivalents & the year begin: 163472
Cash/cash equivalen's atthe year end: 25045
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3 Tswelopele - Table B8 Cash backed reserves/accumulated surplus reconciliation - 2025/02/28

Description

R thousands

02502

Budget Year {Budget Year
e 0

Original
Budget

Prior
Adjusted

3
Al

Multi-year
capital
§

C

Unfore.
Unavoid.

b
D

Nat. or Prov.

Govt
1

E

Other
Adjusts.

§
F

Total Adjusts.
g

6

Adjusted
Budget

10
H

Adjusted : Adjusted
Budget | Budget

Cash and investments available
Cashicash equivalens at e year end
Other currentinvestmens > 90 days
Non current assets - Investen's

161322
218
1426

5104
(5240

BYST M8
oW )
h 14

Cash and investments available:

164 898

(1)

W WS

Applications of cash and investments
Unspent conddonal ranskers

Unspentborrowing

Satfory requirements

Other working captal requirements

Other provisions

Long erm investments commed

Reserves  be backed by cashinvesimens

863

63

(24)

BT
15430

Total Application of cash and investments:

st

11 286

63 368

Surplus(shortfal

172816

14

10144
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FS183 Tswelopele - Table B9 Asset Management - 2025/02/28

Description

R thousands

2025/26

Budget Year

Budget Year

Original
Budget

Prior
Adjusted
7

Al

Multi-year
capital
9
c

Unfore.

Unavoid.

10
D

Nat. or Prov.
Govt
1
E

Other
Adjusts.
12
F

Total Adjusts.

13
G

2026727

2027/28

')
Budget

Budget

CAPITAL EXPENDITURE
Total New Assets to be adjusted
Roads Infrastructure

Storm water Infrastructure
Electrical Infrastructure

Water Supply Infrastructure
Sanitation Infrastructure

Solid Waste Infrastructure
Rail Infrastructure

Coastal Infrastructure
Information and Communication Infrastructure
Infrastruciure

Community Faciiles

Sport and Recreaton Faciiies
Community Assets

Heriiage Assets

Revenue Generating
Non-revenue Generaiing
Invesment properiies
Operational Buidings

Housing

Cther Assets

Biological or Culivated Asse’s
Serviudes

Licences and Rights

Intangible Assets

Computer Equipment
Furniure and Ofice Equipment
Machinery and Equipment
Transport Assets

Land

Zoo's, Marine and Non-biological Animals
Mature

Immature

Living Resources

Total Renewal of Existing Assets to be adjusted
Roads Infrastructure

Storm water Infrastructure
Electrical Infrastructure

Water Supply Infrastructure
Sanitation Infrastructure

Solid Waste Infrastructure
Rail Infrastructure

Coastal Infrastructure
Information and Communication Infrastructure
Infrastructure

Community Faciiies

Sport and Recreation Faciiies
Communiy Assets

Herage Assets

Revenue Generating
Non-revenue Generaing
Investment properses
Operasional Buidings

Housing

Other Assets

Biological or Culivated Assets
Serviudes

Licences and Rights

Intangible Assets

Computer Equipment

Furniure and Ofice Equipment
Machinery and Equipment
Transport Asses

Land

Zoo's, Marine and Non-biological Animals
Mature

Immature

Living Resources

(1.286)

(8 500)

(1286)

(8 500)
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ASSET REGISTER SUMMARY - PPE (WDV) 86184 98 870 110611
Roads Infrastructure (8 000) (15 000) (20 000)
Storm water Infrastructure (0) 8500 8500
Electrical Infrastructure (1406) (906) 3094
Water Supply Infrastructure (6 860) (6787) (6709)
Sanitation Infrastructure 900 1373 1873
Solid Waste Infrastructure (19 500) (35 000) (49 000)
Rail Infrastructure - - -
Coastal Infrastructure - - -
Information and Communication Infrastructure - - -
Infrastruciure (28 386) (34 866) (47 820) (62242)
Communiy Assets 6633 6533 27 497 49143
Heriiage Assets - - - -
Investment propertes 102 571 102571 102571 102571
Other Assefs - (2000) = =
Biological or Culivated Assets 705 705 705 705
Intangible Assets - - = -
Computer Equipment = = = =
Furniure and Ofice Equipment 2410 2210 3623 4878
Machinery and Equipment 810 2024 1261 1740
Transport Assets 8408 9008 11033
Land - - =
Zoo's, Marine and Non-biological Animals - = =
Living Resources - = - - -
TOTAL ASSET REGISTER SUMMARY - PPE (WDV) (6986)| (6 986) 98 870 110 611

EXPENDITURE OTHER ITEMS
Depreciation & asset impairment - -
Repairs and Maintenance by asset class (1736), (1736)
Roads Infrastructure (2 190), (2 190)
Storm water Infrastructure =
Electrical Infrastructure B
Water Supply Infrastructure 150
Sanitation Infrastructure

Solid Waste Infrastructure

Rail Infrastructure

Coastal Infrastructure

Information and Communication Infrastructure

Infrastructure
Communiy Faciites
Sport and Recreation Faciites

Community Assets
Heritage Assets
Revenue Generaing
Non-revenue Generaing

Investment properties
Operatonal Buidings

Housing

Other Assets

Biological or Cultivated Assets
Serviudes

Licences and Righs

Intangible Assets

Computer Equipment

Furniture and Office Equipment
Machinery and Equipment
Transport Assets

Land

Zoo's, Marine and Non-biological Animals
Mature

Immature - = - -

Living Resources - - - -
TOTAL EXPENDITURE OTHER ITEMS to be adj (1736)| (1736) 39 050 41825 43113

Renewal and upgrading of Existing Assets as % of total cap 31.2% 45.8% 41.5%
R and upgrading of Existing Assets as % of deprecn”| - 1.7% 112.9% 117.2%
R&M as a % of PPE 21% 221% 20.9%
Renewal and upgrading and R&M as a % of PPE 38.7% 44.9% 42.1%

23|Page




ASSET REGISTER SUMMARY - PPE (WDV) (6986) 98 870 110611
Roads Infrastructure 2000 (15 000) (20 000)
Storm water Infrastructure 8 500 (8 500) ) 8500 8500
Electrical Infrastructure 94 (1500) (906) 3094
Water Supply Infrastructure - (6787) (6709)
Sanitation Infrastructure 900 - 900 1373 1873
Solid Waste Infrastructure 1500 (35 000) (49 000)
Rail Infrastructure - - -
Coastal Infrastructure - - -
Information and Communication Infrastructure - - -
Infrastruciure (28 366) (34 866) (47 820) (62 242)
Communiy Assefs 6633 6533 27 497 49143
Heriiage Assets - - = -
Investment properties 102571 102 571 102571 102571
Other Assets - (2000) - -
Biological or Culivated Assets 705 705 705
Intangible Assets - - =
Computer Equipment - - -
Furniure and Ofice Equipment
Machinery and Equipment 810
Transport Assefs 600
Land -
Zoo's, Marine and Non-biological Animals -
Living Resources = -
TOTAL ASSET REGISTER SUMMARY - PPE (WDV) (6 986) (6 986)

EXPENDITURE OTHER ITEMS
Depreciation & asset impairment - -
Repairs and Maintenance by asset class (1736), (1736)
Roads Infrastructure (2190), (2190)
Storm water Infrastructure
Electrical Infrastructure
Water Supply Infrastructure

Sanitation Infrastructure

Soli Waste Infrastructure

Rail Infrastructure

Coastal Infrastructure

Information and Communication Infrastructure

Infrastructure

Communiy Faciiies

Sport and Recreation Faciiies
Community Assets
Heritage Assets

Revenue Generating

Non-revenue Generating
Investment properties
Operatonal Buidings

Housing

Other Assets

Biological or Cultivated Assets
Serviudes

Licences and Rights

Intangible Assets

Computer Equipment

Furniture and Office Equipment
Machinery and Equipment
Transport Assets

Land

Zo0's, Marine and Non-biological Animals
Mature

Immature -
Living Resources - -
TOTAL EXPENDITURE OTHER ITEMS to be adjusted (1736) (1736)

Renewal and upgrading of Existing Assets as % of total capq
Renewal and upgrading of Existing Assets as % of deprecn”
R&M as a % of PPE

Renewal and upgrading and R&M as a % of PPE
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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:

Page 25 of 29




- 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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(""‘““’7 TSWELOPELE

LOCAL /\/\LJNICIF’ALITY

w AL MUNICIPALITY IN PROGRESS

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

9670 e-mail: logov@tswelopele.org

MUNICIPAL MANAGER’S QUALITY CERTIFICATE

I, T 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:
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