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PART 1 

1.  Mayoral Report by the Mayor 

 

BUDGET SPEECH FOR 2026/2027 MEDIUM TERM REVENUE AND 
EXPENDITURE FRAMEWORK FOR DRAFT BUDGET PURPOSES 
 
- The Mayoral Budget speech will be presented during the final budget approval meeting 

and will be availed post the meeting. 

 

2. Budget resolution by Council       

- Council resolution will be availed after the meeting. 

3. Executive summary 

 

Tswelopele Local Municipality budget process started in August 2025 in line with section 21 (b) of 

the Municipal Finance Management Act, which states that at least ten months before the start of 

the budget year, the mayor must table time schedule outlining the key deadlines. Subsequent to 

the approval the schedule was sent to the relevant stakeholders and the processes pertaining to 

the review of the IDP and compilation of the draft annual budget been undertaken as per the 

schedule. 

 

The municipality vastly depends on grants from national government as majority of its revenue is 

made up of equitable shares and other Operational Grants [i.e. Financial Management Grant, and 

a grant from Public Works]. Table SA 18 on the municipality annual budget tables clearly 

distinguishes between all these different allocations, total operating grants allocated to the 

municipality amount to R 111.8 million. This allocation has increased with only R 2.5 million 

compared to 2025/2026 operating grants allocation. The R 2.5 million increase relates to the 

increase in equitable share allocation. 

 

According to census statistics, the municipality comprises a total population of 56 896 which 

translates to 14 798 households (Census 2022), of which over 70% are poor. The municipality 

subsidies the indigent households within the municipality with Free Basic services on monthly 

basis. Amongst others, the challenge faced by the municipality is that some of the indigent 

households do not register during the indigent registration process, which leads the municipal debt 

book growing. 
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In order to strengthen and improve the indigent status update, the municipality came with initiative 

of amending the indigent policy during 2022/2023 budget year, by including the conditions such as 

making pensioners and disabled indigents permanent to avoid renewal of applications annually, 

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

 

Currently the outstanding debtors of the municipality are standing at over R 200 million as at the 

end of February 2026. 

 

In an attempt to recoup the money from the municipality’s outstanding debtors, the municipality is 

appointed a debt collector through the RT27 transversal contract – debt collection. In addition to 

debtor collection the appointed debt collector will assist with the municipality with data cleansing. 

 

The proceeds from the debt collection activities together with the proceeds from the activities in 

the municipality’s financial recovery plan will assist the municipality to furnish the long outstanding 

debt towards Eskom and Sandvet.  

 

Budget Assumptions:  

 

• National Treasury MFMA Circular 134 was used as a guide in the compilation of the 

2026/2027 Medium Term Revenue and Expenditure Framework.  

• The following budget principles and guidelines informed the compilation of the 2026//2027 

Medium Term revenue and expenditure framework: 

• 2025/2026 MFMA Section 72 report – mid-term assessment report; 

• 2025/2026 Adjustment Budget; 

• Average CPI inflation from 1 April 2025 to 31 March 2026 

• National Treasury Guidelines and other circulars 

• National and Provincial Budget speeches 

 

Total revenue is anticipated to grow in the mid-term. The growth will be informed by the increase 

in tariffs on service charges as well increase in operational grants allocation.  

The municipality aligned its budget to the national and provincial priorities, mentioned below are 

some of the National and Provincial priorities: 

  National Priorities 

 Increase access to basic services 

 Sustainable employment growth through increased public investment 

spending 
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 Responding to electricity crisis 

 Dealing with corruption and theft 

 Building better lives 

 Provincial priorities 

 Fighting Poverty 

 Reduce Crime 

Tswelopele local Municipality prepared its budget with all these priorities in consideration [e.g. 

sustainable employment: job creation through MIG and EPWP and provincial priorities such as 

fighting poverty].  

 

Currently the municipality has eradicated all the buckets in its jurisdiction. 

 

All households within Tswelopele municipality have access to water, mentioned below is the 

progress made to address any backlogs in the municipality: 

 All households have access to water and sanitation 

 All households are connected to public sewerage network 

3.1. Operating revenue overview 

 

Tswelopele Local Municipality has implemented a financial recovery plan, although the strategy 

still needs to be updated and monitored regularly.  

 

The purpose of the financial recovery plan is to improve municipal revenue and ultimately address 

the municipality’s long outstanding debt towards Eskom and Sandvet. 

 

The following key components were used in terms of budgeted revenue of the municipality: 

• National Treasury MFMA Circulars 

• Estimated Electricity Tariff increases pending the approval of the National 

Electricity Regulator of South Africa 

• Latest Valuation roll in terms of Municipal Property Rates Act, Act 6 of 2004 as 

amended  

• Municipality’s indigent policy 

• Tariff Policy of the Municipality 

• Tariff Increases for Water, Refuse and Sewerage 

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

 

The table in the next page summarises the 2026/2027 revenue by source
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As it can be seen from the table below, that throughout MTREF, the Municipality is reliant on Transfers and Subsidies (National and provincial 

grants) and would not be able to sustain itself long enough without these transfers. Of the total revenue budgeted, only these transfers are 

guaranteed to be received. The other revenue sources are only anticipated and might not be realised as such. 
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Table 2: Grants 
 

 
 
The table above presents the National and Provincial Grants allocation in line with the Division of Revenue Act allocation Bill. 
Only allocations under schedule 5B grants are reflected in budget document. 
All other allocations in terms of schedule 6B of the Division of Revenue are allocation-in-kind and will not be included in the table above due to 
the fact that transactions for projects funded through schedule 6B allocations are recognised only when the projects are completed.  
Total grants received will increase in 2026/2027 and 2027/2028 due to increase in equitable share allocation.
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Different components of revenue will be discussed in this page 

3.1.1. Electricity 

 

Tswelopele Local Municipality comprises of 2 townships (Phahameng and Tikwana) and 2 towns 

(Bultfontein and Hoopstad), and according to the latest census 2022 result, the municipality has 

14 798 households. Out of these 14 798 households, the Municipality only sells electricity to about 

1350 households and the rest are serviced by Eskom. The Municipality buys bulk electricity from 

Eskom to sell to these households and businesses in Bultfontein and Hoopstad respectively. 

 

In the 2023-2024 financial year, the municipality prepared the cost of supply as required by the 

National Energy Regulator of South Africa (NERSA) in support for the 2024-2025 electricity tariff 

increase application. The cost of supply and the 2024-2025 tariff increase was approved by 

NERSA. The cost of supply is valid for 5 years and will be used for the 2026-2027 tariff increase 

application.  

 

The municipality is proposing an average increase of 12.0 % on electricity tariffs for 2026/2027 

financial year to ensure that ultimately the municipality’s tariff is cost reflective.  

 

Tswelopele Local Municipality target indigent households as per the approved indigent register for 

free basic electricity. All indigent households including those supplied by Eskom receive 50Kwh 

on a monthly basis.  

3.1.2.  Water 

 

The Municipality is billing the townships at a flat rate, the intention is to bill them on consumption 

basis in the future. However, the water infrastructure needs to be upgraded/repaired for this target 

to be achieved. Billing of townships on consumption-base will only be implemented when the water 

meters are repaired 

 

The Municipality proposed an increase of 6.0 % for the water tariff.  

 

6 kl of water is only provided to indigent households as per the council approved Indigent register. 
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3.1.3. Sanitation (Sewerage) 

  

A tariff increase of 6.0 % for sanitation from 1 July 2026 is proposed. The following factors 

contributed to the proposed tariff: 

• Sanitation charges are charged at a flat rate, irrespective of the quantity of water used / 

consumed 

• Free Sanitation is only provided to indigent households as per the council approved 

Indigent register 

• There is no inclining tariff structure for sanitation consumption 

• Proposed tariff is in line with the CPI for 2026/2027. 

 

3.1.4. Waste Removal 

 

The proposed tariff increase for waste removal is 6 %; the proposed increase is in line with CPI for 

2026/2027. The following factors were considered for the proposed tariff increase: 

• Waste removal charges are charged at a flat rate, irrespective of amount of waste removed 

• The increment will also cover the wear and tear off all the trucks and vehicles used to 

provide this service 

• Waste removal is provided for free to all the households who are indigent 

• All 14 798 households waste are removed once a week 

 

3.1.5. Property rates 

 

Property rates is a statutory tax charged on all property owners within the jurisdiction of the 

Municipality. The tax is imposed in accordance to section 229 of the Constitution of South Africa 

and Municipal Property rates act, act 6 of 2004 (MPRA). In terms of MPRA [original Act] the 

municipality must prepare a valuation roll after every 5 financial years. Tswelopele Local 

Municipality first implemented the valuation roll in accordance with MPRA prescripts on the 1st July 

2022. The current valuation roll will be implemented for the fifth financial year in 2026/2027. 

 

The municipality is proposing an increase of the tariffs on Property rates by 6% for all the properties 

for the 2026/2027 financial year. 
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3.2. Operating Expenditure Framework 

 

The municipality budgeted for an expenditure budget of R 282 214 000 (including non-cash items 

of R 33 000 000). The budgeted expenditure is informed by the following: 

• Balance budget constraints – the municipality must not budget for a deficit, 

• Funding of the budget as based on section 18 and section 19 of Municipal Finance 

Management act, act 54 of 2003 

• National Treasury MFMA circulars 

• South African Local Government Bargaining Council collective agreement on salaries 

• Average CPI from 1 April 2025 to 31 March 2026. 

 

The table below show the total budgeted expenditure: 
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3.3. Analysis of Capital Budget 

Tswelopele Local Municipality capital budget is funded through Municipal Infrastructure Grant. 

The following are the major capital projects budgeted for, which will be funded by MIG through 

MTREF: 

2026/2027 MIG PLANNED PROJECTS 

  

Project Description Planned MIG Expenditure for 2026/2027 

 
PMU 1 500 000.00  

Phahameng (Bultfontein): 
Construction of 2 km paved road 
and stormwater drainage   

10 000 000.00                                         

Tikwana (Hoopstad): Retrofitting of 
6 sewer pump stations, installation 
of inline grinders and repairs  

7 211 715.00                                   

Phahameng/Bultfontein: 
Rehabilitation and construction at 
existing sports facilities – Phase 6 
 

926 685.00  

Bultfontein: Upgrading of the stadium – 
Phase 2 5 424 600.00  

Total Grant Allocation                                  25 063 000.00   

 

 
2026/2027 WATER SERVICES INFRASTRUCTURE GRANT PLANNED PROJECTS 

  

Project Description Planned WSIG Expenditure for 2026/2027 

Hoopstad and Bultfontein 
replacement of old asbestos 
pipeline and accompanying 
appurtenances  

22 110 000.00                                                   

Total Grant Allocation                                                   22 110 000.00  

 

 
2026/2027 INTERGRATED NATIONAL ELECTRIFICATION PROGRAMME GRANT 
PLANNED PROJECTS  

  

Project Description Planned INEP Expenditure for 2026/2027 

Electrification of Ext 10Bultfontein:                                                         3 000 000.00  

Total Grant Allocation                                                        3 000 000.00  
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4. Annual budget tables 

 

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

Table A1 
 

 



14 | P a g e  
 

Table A2 
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Table A3 

 



16 | P a g e  
 

Table A4 
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Table A5 
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Table A6 
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Table A7 
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Table A8 
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Table A9 
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Table A9 – (continued) 
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5. Explanatory notes to budget  

 

Explanatory Notes to Table A1 

Table A1 is a summary of the budget of Tswelopele Local Municipality that gives an overview of 

the of the budget, it includes, the following key aspects 

 

Financial Performance: This is a summary of income statement of the Municipality 

Capital Expenditure and funding sources: This gives a brief overview of the capital expenditure 

and its funding sources 

Financial Position: This is the balance sheet of Tswelopele Local Municipality 

Cash Flow: This gives a brief overview of the Cash flow of the Municipality 

Asset Management: This is the overview of the total assets of the Municipality 

Free Services: This section gives the total amount of free basic services as provided by the 

municipality. This is the most important as it gives users of the budget a “snapshot” of what is going 

to follow in the next nine (9) main table 

 

Explanatory Notes to Table A2 

1. Table A2 is a view of the budgeted financial performance in relation to revenue and 

expenditure per functional classification.   

2. Total Revenue on this table includes capital revenues (Transfers recognised – capital) and 

so does not balance to the operating revenue shown on Table A4 as Table A4 exclude 

capital transfers. 

 

Explanatory Note to Table A3 

 

1. Table A3 is an overview of the budgeted financial performance in relation to the revenue and 

expenditure per municipal vote.   

 

2. From the above it can be seen that all trading services are making surpluses, and this is 

attributable to the following. 

a. Council proposes a 12.0% on electricity tariffs as per proposal on NERSA guideline.  
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b. An increase of 6.0% on refuse, 6.0% on sewerage and 6.0% on water tariffs and 6.0% 

on Property rates 

c. Cut on non-priority spending   

3. Profits made on these services are used to subsidise non-trading services. 

 

Explanatory note on table A4 

 

1. Services charges relating to electricity, water, sanitation and refuse removal constitutes the 

biggest component of the budgeted revenue of Tswelopele Local Municipality 

2. Transfers recognised – operating includes the local government equitable share and other 

operating grants from national and provincial government.   

3. Major component of expenditure relates to employee costs. 

4. Transfers recognised – capital is increasing over the mid-term and this is due to the increase 

in the population of the community of Tswelopele Local Municipality according to Census 2022 

data. 

 

Explanatory note on Table A5 

1. Table A5 is a breakdown of the capital programme in relation to capital expenditure by 

municipal vote (multi-year and single-year appropriations); capital expenditure by standard 

classification; and the funding sources necessary to fund the capital budget, including 

information on capital transfers from national and provincial departments. The MFMA provides 

that a municipality may approve multi-year or single-year capital budget appropriations. 

 

Explanatory Notes to Table A6 

 

1. Table A6 is consistent with international standards of good financial management practice, and 

improves understandability for councilors and management of the impact of the budget on the 

statement of financial position (balance sheet). 

2. This format of presenting the statement of financial position is aligned to GRAP1, which is 

generally aligned to the international version which presents Assets less Liabilities as 

“accounting” Community Wealth.  The order of items within each group illustrates items in order 
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of liquidity; i.e. assets readily converted to cash, or liabilities immediately required to be met 

from cash, appear first. 

 

The municipal equivalent of equity is Community Wealth/Equity.  The justification is that ownership 

and the net assets of the municipality belong to the community. 

 

Explanation to Table A7 

 

1. The budgeted cash flow statement is the first measurement in determining if the budget is 

funded. 

2. It shows the expected level of cash in-flow versus cash out-flow that is likely to result from the 

implementation of the budget. 

 

 

Explanatory note to table A8 

 

1. The cash backed reserves/accumulated surplus reconciliation is aligned to the 

requirements of MFMA Circular 42 – Funding a Municipal Budget. 

2. Considering the requirements of section 18 of the MFMA, it can be concluded that the draft 

budget for 2026/2027 MTREF is funded because Municipality anticipates making a profit 

over the MTREF. 
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PART 2 

1. Municipal budget process 

 

Municipal Financial Management Act (MFMA) mentions six (6) steps (i.e. Planning, Strategizing, 

Preparing, Tabling, Consulting and Finalising/ Adopting) that the municipality must follow in order 

to prepare the annual budget that is credible. The planning and strategizing processes started with 

the preparation of budget timelines as required by MFMA and IDP review process plan. Section 

53 of the MFMA requires the Mayor of the municipality to provide general political guidance in the 

budget process and the setting of priorities that must guide the preparation of the annual budget. 

In addition, Chapter 2 of the Municipal Budget and Reporting Regulations states that the Mayor of 

the municipality must establish a Budget Steering Committee to provide technical assistance to 

the Mayor in discharging the responsibilities set out in section 53 of the Act. 

 

The Budget Steering Committee has been established and effectively performs the required duties 

throughout the financial year and exercises oversight not only on the budget but the overall 

financial management of the municipality and advice / recommend to Council accordingly. 

 

In terms of section 21 of the MFMA the Mayor is required to table in Council ten months before the 

start of the new financial year (i.e. in August 2025) a time schedule that sets out the process to 

revise the IDP and prepare the annual budget. The Mayor tabled the required IDP process plan 

and budget timeline schedule in line with the applicable legislation. The IDP process plan and 

budget timeline schedule was tabled to Council during August 2025. 

 

As per the budget timelines all the department heads were asked to give their inputs on the annual 

budget. The Budget & Treasury Office of the municipality under the leadership of the Chief 

Financial Officer prepared the draft budget, which will be tabled to Council at the end of March 

2026 as stipulated in the MFMA. 

 

Council having approved the draft budget; the municipality must embark on the public participation 

process. The draft budget and revised IDP of the municipality will be placed at municipal offices 

and libraries in the communities and relevant stakeholders are encouraged to provide inputs on 

the tabled budget. The Mayor, assisted by Councillors and Municipal Officials will embark on the 

community consultations at various wards within the municipality. 
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The public participation processes is used as an arena for co-management in which the community 

and the municipality decide together where and how the resources will be allocated. Furthermore, 

it is the objective of the municipality to move away from informing the community about what it 

plans to do, but rather to allow the community to influence development and resource allocation. 

2. Overview of the alignment of annual budget with integrated development plan 

 

The annual review of the Integrated Development Plan is a legislative requirement in terms of 

section 34 of the Municipal Systems Act. It stipulates that a Municipal Council must review its 

integrated plan annually in accordance with an assessment of its performance measurements in 

terms of section 41; and to the extent that changing circumstances so demand; and may amend 

its integrated development plan in accordance with a prescribed process. The Annual Budget and 

the IDP are inextricably linked to one another, something that has been formalised through the 

promulgation of the Municipal Finance Management Act in 2004.  

 

In compliance with the Municipal Structures Act and Municipal Finance Management Act the 

municipality’s budget must be informed by and aligned to the IDP objectives. The budgetary 

allocations for both capital and operating expenditure need to be undertaken in a manner that will 

not only ensure that the IDP outcomes are achieved but also leads to the municipality’s vision 

being realized. This ensures that the IDP directs the development and implementation of projects. 

 

 

The municipality is continually working with support of the system provider (Munsoft) to ensure 

compliance with the MSCOA requirements and keeping up to speed with the annual updates of 

the mSCOA charts.  Necessary efforts are also dedicated towards ensuring that the Integrated 

Development Plan and Annual Budget are aligned as required by the MFMA. The process of 

reconciling financial plan to its Integrated Development Plan created a whole new method of 

budgeting at the municipality. Council will in the future ensure that priorities within the budget are 

focused towards its strategies and objectives. 
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3. Measurable performance objectives and indicators 

 

Performance Management is a system intended to manage and monitor service delivery progress 

against the predetermined strategic objectives and priorities. In accordance with legislative 

requirements and good business practices as informed by the National Framework for Managing 

Programme Performance Information, the municipality has reviewed and will operationalize its 

performance management framework. The following diagram further explains the process of 

planning, budgeting and reporting in Municipal environment: 

 

Graph - Planning and Reporting Cycle 

 
 

A concentrated effort was made during the IDP review to ensure that it contains measurable 

performance objectives. From the measurable performance objectives, key performance 

indicators will be deduced to be included in the service delivery and budget implementation plan 

when it is submitted to the Mayor for approval (subsequent to the approval of the IDP and MTREF 

by Council). 

 

In line with section 69(3) (a) of the Municipal Finance Management Act, which requires the 

Accounting Officer to submit a Service Delivery and Budget Implementation Plan (SDBIP) to the 

Mayor no later than 14 days after the approval of the budget and drafts of the performance 

agreement as required in terms of section 57 (1) (b) of the Municipal Systems Act, plans are in 

place to ensure compliance with this prescript.  
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The Service Delivery and Budget Implementation Plan will provide a vital link between the Mayor, 

Council (executive) and the Administration, and facilitates the process for holding management 

accountable for its performance. It is the intention of Management to properly formulate the SDBIP 

to ensure that appropriate information is circulated internally and externally for purposes of 

monitoring the execution of the budget, performance of senior management and achievement of 

the strategic objectives set by council. The table below shows the performance indicators of the 

Municipality. 

 

3.1. Performance indicators and Benchmarking 

 

The following ratios are the analysis of performance of the Municipality for 2026/2027. 

 

• Current Ratio 

 

The current ratio measures the ability of the municipality to pay off its short-term liability, 

the ratio should be 2:1, to assets. 

The current ratio for 2026/2027 = 1.4:1. 

 

• Gearing  

 

Gearing measures to what extend are the operation of the Municipality financed form 

Borrowings, and the gearing of the Municipality is zero (o), and this is a good sign, because 

it shows that the Municipality is not relying on borrowings. 

 

• Creditors Management 

 

The municipality anticipates that it will be in a position to pay off 100% of its creditors by 

the due date; this is in terms of section 65 of the Municipal Finance Management Act 

 

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

made the affected service providers. 

 

The anticipated performance of the municipality is on an acceptable level. 
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4. Overview of budget related policies 

 

Tswelopele Budget process is guided and governed by relevant legislation and budget related 

policies. The main purpose of budget related policies is to govern and guide process and inform 

the projections of the medium term. The following are some of the budget related policies at high 

level: 

4.1.  Review of credit control and debt collection policies 

 

The Municipality aims to increase the collection rate to average 85% by the end of 2026/2027 

Financial Year. This can be achieved with the success of installation of pre-paid electricity and 

water meters and strict implementation of credit control collection measures.  

 

A credible Credit Control policy has been adopted by Municipal Council. The implementation 

thereof is monitored regularly by the CFO.  

 

 

4.2. Asset Management Policy 

 

The Municipality fully implemented generally recognised accounting principle (GRAP 17) and a 

policy on asset management was approved by council during 2025/2026 financial year. The Asset 

Management policy is considered as a strategic guide in ensuring a sustainable approach to asset 

renewal, repairs and maintenance and is utilised as a guide to the selection and prioritisation of 

individual capital projects.  In addition, the policy prescribes the accounting and administrative 

policies and procedures relating to property, plant and equipment (fixed assets). 

The need was identified for strengthening the municipal’s asset Management policy to cater for 

consequence management in order to ensure accountability and safeguarding of the municipal 

assets.  

 

4.3. Supply Chain Management Policy 

 

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

reviewed on an annual basis. 
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4.4. Budget and Virement Policy 

 

These policies are aimed at guiding the municipality in terms of compiling a credible and funded 

budget as required by the MFMA and also to guide the municipality in terms of shifting of funds 

during the financial year. In addition to these policies, the mid-year budget assessment is used to 

guide and inform the mid-year performance review and adjustment budget process.  

 

The Municipality doesn’t have an adjustment budget policy as the adjustment budget process is 

governed by various provisions in the MFMA and is aimed at instilling and establishing an 

increased level of discipline, responsibility and accountability in the financial management 

practices of municipalities. 

 

4.5. Investment Policy 

 

The cash management and investment policy was amended and approved by Council for 

implementation during 2024/2025 financial year. The aim of the policy is to ensure that the 

municipality’s surplus cash and investments are adequately managed, especially the funds set 

aside for the cash backing of certain reserves and conditional grants that needs to be cash-backed. 

There are no significant changes effected to the policy.  

4.6. Tariff Policies 

 

The municipality’s tariff policies provide a broad framework within which the Council can determine 

fair, transparent and affordable charges that also promote sustainable service delivery. The 

policies have been approved on various dates and a consolidated tariff policy is envisaged to be 

compiled for ease of administration that all proposed tariffs reflect the cost of providing such 

services. Over the years, the increase in tariffs was not always commensurate with the inflation 

rate. There were financial years where certain tariffs were not increased at all. This is currently 

having negative impact on the budget as the current tariffs are not cost-reflective. The need has 

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

increases were not implemented.  

4.7. Property Rates Policy 

 

Tswelopele Local Municipality’s property rates policy provides a framework within which the 

Council can determine fair, transparent and affordable charges that also promote sustainable 
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service delivery, the policy is directly informed by section 229 of the Constitution of the Republic 

of South Africa and the Municipal Property Rates Act, act 6 of 2004.  

 

4.8. Indigent Policy 

The aim of the policy is to guide the municipality on the process of how to identify and register the 

indigent households in the Municipality. The indigent support policy was last reviewed during 

2025/2026 financial year and this policy prescribes the threshold for indigent consumers as well 

as the free basic service component. The municipality has been experiencing problems where 

indigent consumers have been utilising services above the threshold thereby being unable to pay 

for the services, especially on water. There are no major changes to the policy. There is a need 

for the development of free basic services policy and possible promulgation of the by-law. The 

policy is currently being reviewed. 

 

4.9. Bad debt write off policy 

The policy guides how and when the municipality should write off its debtors, the current debtor’s 

book is approximately R200 million and it is in the light of the above that the policy was reviewed. 

4.10. Other Related Policies 

Municipality has also reviewed the following policies which have direct impact on the Draft Budget 

of the Municipality: 

• Customer Care Policy 

• Deposit Policy 

• Petty Cash Policy 

Soft copies of the policies may be downloaded from Tswelopele local Municipality website: 

www.tswelopele.gov.za 

5. Overview of budget assumptions 

 

The budget was prepared on the incremental budgeting process with the assumption that goods 

and services as previously budgeted will increase by a certain percentage which is more than the 

current CPI and zero-based budgeting mainly on Petrol. The following tariffs were increased; 

Sewerage 6.0%, Refuse 6.0%, water 6.0%, Electricity 12.0% (pending NERSA approval) and 

property rates 6.0%. Salaries are budgeted for an increase of 4.75%, this is informed by South 

http://www.tswelopele.gov.za/
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African Local Bargaining Council collective agreement on salaries, the agreement as was 

concluded. National Treasury MFMA circulars were used for other assumptions of the budget and 

the following are some of the assumptions made: 

 

1. Economic climate and poverty levels within the municipality will remain the same / constant 

for major part of the financial year given the limited economic activities with the vicinity; 

 

2. Cash flow projections will be strictly maintained to ensure the municipality’s ability to meet 

its financial obligations; 

 

3. Operational costs will be maintained at current levels or reduced as cost containment 

measures and where there is material decrease in revenue collection rate, expenditure will 

have to be reduced at the same proportion; 

 

4. The municipality’s vacancy rate is fairly low however, new vacancies will need to be filled 

in 2025/2026 financial as result of the review of the organisational structure. Overview of 

the funding of the budget 

 

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 

purposes 

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

Tswelopele local municipality operating revenue budget totals R 298.3 million and is funded from: 

• Grants  

• Service Charges 

• Other revenue 

The capital budget of the municipal totals R 57 million, and is funded from: 

• Municipal Infrastructure Grant 

• Electricity Grant 

• Water Grant 

• Internally Generated Funds 
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6. Expenditure on Allocations and Grant Programmes 

 

Total Grants Allocated to Tswelopele Local Municipality are disclosed on table SA18 

• Financial Management Grant 

Total allocation to Tswelopele Local Municipality is R 2 300 000, the condition of the grant is that 

the municipality must appoint a minimum of five (5) financial interns. The grant is used to pay for 

the intern’s stipend, the grant is also used for training of the municipal budget and treasury office 

officials, the grant will also be used to fund Standard chart of account (SCOA) Project. 

• Expanded Public Works Programme 

In the 2026/2027 the municipality has been allocated R 1 601 000 in an aim to alleviate poverty 

and unemployment by creating work opportunities and income support to the unemployed 

members of the community. 

It should be noted that by mid-year, this allocation is always depleted and resulting in the 

municipality utilising its own funds to continue creating work opportunities for those unemployed 

members of the community as the community of this municipality has a very high unemployment 

rate. 

• Municipal infrastructure grant 

The total allocation is R 25 063 000 and this amount will be spent on the following projects:  

2025/2026 MIG PLANNED PROJECTS 

  

Project Description Planned MIG Expenditure for 2026/2027 

 
PMU 1 500 000.00  

Phahameng (Bultfontein): 
Construction of 2 km paved road 
and stormwater drainage   

10 000 000.00                                         

Tikwana (Hoopstad): Retrofitting of 
6 sewer pump stations, installation 
of inline grinders and repairs  

7 211 715.00                                   

Phahameng/Bultfontein: 
Rehabilitation and construction at 
existing sports facilities – Phase 6 
 

926 685.00  

Bultfontein: Upgrading of the stadium – 
Phase 2 5 424 600.00  

Total Grant Allocation                                  25 063 000.00   
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▪ Water Services Infrastructure Grant 

Municipality will also receive an amount of R 22 110 000 for allocation for upgrading of water 

infrastructure. 

 
2026/2027 WATER SERVICES INFRASTRUCTURE GRANT PLANNED PROJECTS 

  

Project Description Planned WSIG Expenditure for 2026/2027 

Hoopstad and Bultfontein 
replacement of old asbestos 
pipeline and accompanying 
appurtenances  

22 110 000.00                                                   

Total Grant Allocation                                                   22 110 000.00  

 

▪ Integrated National Electrification Programme Grant 

Municipality will also receive an amount of R 3 000 000 for allocation for upgrading of electrification 

services. 

 
2026/2027 INTERGRATED NATIONAL ELECTRIFICATION PROGRAMME GRANT 
PLANNED PROJECTS  

  

Project Description Planned INEP Expenditure for 2026/2027 

Electrification of Ext 10Bultfontein:                                                         3 000 000.00  

Total Grant Allocation                                                        3 000 000.00  

 

7. Allocations made by the municipality 

 

For unmetered households a flat rate will be billed for water and indigent household shall receive 

6kl rebate on water consumption and 100% rebate for consumers that are billed at a flat rate. All 

indigent households receive 50 kwh of electricity for free.  The households that are 100% indigent 

also receive free sanitation and free removal of refuse. 
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8. Councillor and board members allowance and employee benefits 

 

The actual increase will be determined when the Government Gazette on the Upper Limits of 

Councillors is issued and the necessary processes as per the gazette will be followed prior to 

implementation. The Municipal System Act requires the Municipal Manager to develop a staff 

establishment for the municipality within a policy framework determined by the municipal council 

and subject to any applicable legislation.  

 

The Municipal Manager must submit the staff establishment to Council for consideration and 

approval. The Municipal System Act further requires the Municipal Manager to provide a job 

description for each post on the staff establishment and to attach to those posts the remuneration 

and other conditions of service as may be determined in accordance with any applicable labour 

legislation. The increase on employee benefit was according to the South African Local Bargaining 

Council collective agreement. In terms of the collective agreement, the municipality must fill all 

critical positions. 

9.  Contracts having future budgetary implications 

 

In terms of regulation to the Municipal Finance Management Act, long term contracts are contracts 

that are more than 3 years and as such, the municipality do not have such contracts and further 

does not intend to enter into contracts that have future budgetary implications. In terms of the 

municipality’s Supply Chain Management Policy, no contracts are awarded beyond the medium-

term revenue and expenditure framework (three years). In ensuring adherence to this contractual 

time frame limitation, all reports submitted to either the Bid Evaluation and Adjudication 

Committees must obtain formal financial comments from the Budget and Treasury Office. 

 

10. Legislation Compliance 

Compliance with the MFMA implementation requirements have been substantially adhered to 

through the following activities: 

 

1. In year reporting 

 

Reporting to National Treasury in electronic format is fully complied with on a monthly basis. 

 

2. Internship programme 
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Tswelopele Local Municipality is participating in the Municipal Financial Management 

Internship programme and has employed five interns undergoing training in various divisions 

of the Financial Services Department. 

 

3. Budget and Treasury Office 

 

The Budget and Treasury Office has been established in accordance with the MFMA. 

 

4. Audit Committee 

 

An Audit Committee has been established and is fully functional. 

 

5. Service Delivery and Implementation Plan 

 

The detail SDBIP document is in the draft stage. 

 

6. Annual Report 

 

Annual report is compiled in terms of the MFMA and National Treasury requirements. 

 

7. Integrated Development Plan and approval of the annual budget 

 

The reviewed IDP of the Municipality will be tabled to Council during March 2025 together 

with the Budget of the municipality. Subsequently, the public consultations will take place with 

the relevant stakeholders. 

 

9.   Policies and bylaws 

The municipality has compiled the various policies as required by various legislations as well 

as the Municipal Budget and Reporting regulations. The challenge has been on implementation 

and adherence to such policies subsequent to their approval by Council. Bylaws are yet to be 

promulgated, currently at draft / compilation stage. 
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11. Quality Certificate 
 

_________________________________________________ 

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 Tabled Draft Budget and supporting documentation have been prepared in 

accordance with the Municipal Finance Management Act and the regulations made under the Act, 

and that the annual budget and supporting documents are consistent with the integrated 

development plan of the municipality.  

Print Name: _________________________________________ 

Signature: _________________________________________ 

Date:  _________________________________________ 

mailto:logov@tswelopele.org

