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PART 1 

1.  Mayoral Report by Cllr. Matsholo 

 

 

Madam Speaker, 

Honourable Councilors,  

Municipal Manager and Directors,  

Stakeholders and community at large, acknowledge my warm and heartfelt 

greetings to you all. 

 

Madam Speaker, before I proceed, allow me to acknowledge the presence of the 

Pastors who have graced this occasion. 

 

1. INTRODUCTION AND OPENING REMARKS  

 

Madam Speaker, our mandate as local government is informed by the Constitution, 

which places an obligation on local government institutions to strive, within their 

financial and administrative capacity, to achieve the objects of local government 

and developmental objectives set in section 152 and 153 respectively.  

 

Therefore, as we proceed to approve the 2017/18 budget we are called upon not 

to lose sight of the developmental agenda of local government and the 

responsibility we carry on our shoulders to make our contribution in an effort to 

bring about a better life for all our people. 

 

As we strive to achieve the objects of local government, the road ahead of us will 

be somehow be tougher. The economic turmoil which saw our beautiful country 

being downgraded to a junk status calls for all stakeholders to work together: that 

is businesses and community organizations, labour and government.  
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If we do not work together, the impact will be severe and detrimental on our poor 

and marginalized people. It is against this background that we must tell the 

community of Tswelopele and the people of Free State that our ship is stronger 

and we are better prepared than during our previous episodes of global turmoil. 

 

Madam Speaker, the responsibility of this Council as a collective is to be realistic 

about the challenges the municipality is facing. As leaders, we also need to restore 

hope in the midst of uncertainty and tell our people about strategies and 

programmes to be implemented to mitigate these challenges. 

 

2. OUR CHALLENGES 

 

Madam Speaker and Coucillors at large, we need to acknowledge the challenges 

we are facing as the municipality. In so doing, we will speedily realise the need to 

develop strategies that will respond to such challenges: 

 

- Our immediate challenges in service delivery include curbing water losses 

and electricity losses to the acceptable level. This losses translate to a very 

significant amount when they are converted to rands and cents; 

 

- Sealing of potholes and rehabilitating road network; 

 

- Sustainable waste collection on a regular basis; 

 

- An aging service delivery fleet and lack of other service delivery equipment. 

 

These are a few examples of service delivery backlogs which require our urgent 

attention. Our efforts and response in this regard are always measured by the 

watchful eye of our communities. 



6 | P a g e  
 

 

- The culture of non-payment of services by the community has become one 

of the foremost challenges facing the municipality today; 

 

- Increase in consumer debtors because of non-payment. This on the other 

hand translate to increase in outstanding creditors; 

 

- The tariffs that are not cost reflective hampers the municipality to provide 

basic services in a sustainable manner; 

 

Therefore, the ability of the municipality to operate as a going-concern becomes 

oblique if community is not paying for their services. The above challenges have 

led to the municipality being unable to service some of its debt (especially the bulk 

service accounts) and unable to pay suppliers within 30 days. The none-payment 

of suppliers within 30 days may have detrimental effects to SMME and may also 

work against progressive policies such as the policy on Radical Economic 

Transformation.  

 

3. BUDGET PROCESS FOR 2017/18 

 

The reviewed IDP and Annual Budget I am tabling here today for approval, are the 

tools that will guide us in becoming responsive to the needs of the communities we 

serve as well as addressing the challenges we face as the municipality. 

 

The IDP and Annual Budget review process started with the approval of timelines 

in August 2016. The process unfolded accordingly as per the requirements of the 

Municipal Systems Act and Municipal Finance Management Act, till this Council 

approved the Adjustment Budget and Draft Budget in February and March 

respectively. Madam Speaker, in compiling the 2017/18 annual budget… 
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- we have followed the Municipal Finance Management Act, the Municipal 

Systems Act; Municipal Property Rates Act and other legislation that 

regulates this process; 

- we have observed the requirements of the Municipal Budget and Reporting 

Regulations; 

- we have taken cue from the National Treasury Budget Circulars; 

- we have consulted with strategic institutions such as NERSA,  

- have taken cue from the State of the Nation Address (SONA) and State of 

the Provincial Address (SOPA); 

- most importantly, we have consulted the community of Tswelopele and all 

stakeholders (such as Farmers Union) that will be affected by this budget. 

 

4. ALIGNMENT BETWEEN NATIONAL AND PROVINCIAL PRIORITIES 

 

The Municipality cannot change the lives of the people and pursue the 

developmental agenda in isolation from the other spheres of government. In this 

regard, our plans and strategies must take cue from the State of the Nation Address 

by the President as well as the State of the Provincial Address by the Premier of 

the Free State. This is to ensure optimum impact from the combined efforts of 

government. 

 

In this regard, we are committed as the municipality to … 

- improving access to sustainable basic services; 

- fighting poverty amongst our communities; 

- creating employment opportunities through government programmes; 

- creating a conducive environment for our people to participate in the mean 

stream economy. 
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The municipality has programmes that talks directly to these objectives. The 

following are some of the key projects (which have been budgeted for) that impact 

positively in the lives of the residents of Tswelopele Local Municipality: 

- poverty alleviation programmes; 

- pauper burials; 

- HIV/AIDS campaign; 

- Provision of free basic services to indigent households; 

- Rehabilitation and maintenance of our road infrastructure; 

- creating employment opportunities in our infrastructure roll-out plan. 

 

5. TARIFF INCREASES 

 

South African economy has recently been declared as being in a recess. Therefore, 

consideration was taken in this regard when tariffs were being reviewed. In this 

regard, the tariffs are as follows: 

 

Property rates 

- Honourable Councillors, as much as we strive (within our financial means) to 

assist relevant stakeholders, we need to guard against the municipality being 

held at ransom by certain stakeholders. The power to approve tariffs is the 

sole responsibility of the Council and we should not be managed and 

influenced by external stakeholders in terms of executing this mandate. 

 

- The Free State province was declared a disaster area due the drought that 

was experienced in the province in the past two years. We have taken this 

declaration into consideration when developing tariffs for farm properties. As 

such, Property Rates tariffs for farm properties will remain the same (that is 

0.000734787) as in 2016/17. This means there is no increase to give the 

farming communities, an opportunity recover from the drought. 
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- Madam Speaker, as resolved by Council earlier today, we will also give the 

farmers an all-inclusive rebates of 50%, on the 2016/17 accounts, as part of 

our contribution towards the drought relief initiatives. 

 

- It should be noted that this rebates / discount are applicable to accounts that 

are settled on or before 30 June 2017 and this has been communicated with 

the affected stakeholders. 

 

- Property rates tariffs for other properties (like residential households, 

businesses, state owned properties; public service infrastructure and others) 

will increase by 6.36%. 

 

Electricity 

- Madam Speaker, the electricity tariffs of the municipality are not yet cost 

reflective. Since 2013/14 financial year, the municipality has been increasing 

its tariffs with a margin above the inflation rate. This was done to cater for 

the years where tariffs were not increased adequately (or increased with a 

margin below the inflation).  

 

- In light of the economic turmoil, for the 2017/18 financial year, we have only 

increase electricity tariffs with 1.88%. 

 

- The tariff of 1.88% has already been approved by NERSA and will be 

implemented with effect from the 1st July 2017. 

 

- We will continue to implement the Inclining Block Tariff as we did in the 

2016/17. 
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- We will be introducing the Seasonal Tariff and Time-of-Use tariff during the 

2018/19 financial year. 

 

Therefore, our principle on electricity service is that … 

- the tariffs must be cost reflective; 

- the tariffs must provide for marginal profit to cater for repairs and 

maintenance costs network; 

- provide for network charges as Eskom is also charging the municipality the 

network charges 

 

 

We are humbly requesting the community to use electricity sparingly (especially 

during the winter months). When the communities are using too much electricity, 

this results in the Maximum Demand being exceeded and Eskom charges the 

municipality penalties and interest in this regard. 

 

We also intend to engage with NERSA to make an application that the Municipality 

be the Supplier of electricity in the newly established townships (instead of Eskom). 

This will boost the revenue of the municipality and afford the municipality an 

opportunity to have sufficient cash reserves to pursue other developmental 

programmes within the municipality. 

 

Those who have ideas on how the municipality can take advantage of the efficient 

power sources are welcomed to approach the municipality (that is Office of the 

Mayor), so that the municipality can explore and take advantage of such ideas and 

initiatives. 

 

Service charges 
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- The tariffs for Water, Sanitation and Refuse will increase by an average of 

6.36%. 

- On water, we will be introducing a Consumption Based Billing for Tikwana 

and Phahameng with effect from the 1st July 2017. 

- We will do away with a flat-rate which is currently being implement; 

- Plans are in place to implement an Inclining Block Tariff (IBT) in the 2018/19 

financial year on water services. 

 

We will gradually increase the tariffs in the next 3 to 5 years to be cost reflective. 

 

6. OVERVIEW OF THE BUDGET 

 

Our total budget for revenue is R141.4 million. This is anticipated to be collected 

from the following sources: 

 

- Property rates  R17 million 

- Electricity   R34.2 million 

- Water    R8.2 million 

- Refuse   R4.2 million 

- Sanitation   R6.6 million 

 

Madam Speaker, the municipality is using accrual accounting. This means revenue 

budget on the above mentioned sources, is anticipated revenue, and it is dependent 

upon residents paying for their services. 

 

The municipality will further receive Operating Grants (Equitable share; Municipal 

Finance Management Grant and Expanded Public Works Program Grant) to the 

value R62.6 million.  
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Other Revenue sources will amount to R8.6 million. 

 

Madam Speaker, there will be no service delivery if communities, do not pay for 

their services. In this regard, we urge and call upon all communities to pay for their 

services… 

 

“it is the right and sensible thing to do as a responsible resident’’ 

 

However, Madam Speaker, it will not be business as usual for those community 

members who are not paying their services. We are collectively going to engage in 

a robust credit control measures to ensure that services are paid. We will take 

punitive measures for community members who are found to have tempered with 

water and electricity supply.  

 

As the municipality, we are not only urging communities to pay for services, but we 

are also saying for those who cannot afford to pay for services, they must register 

in the municipality as Indigent. 

 

We have taken note of the concerns raised by the community pertaining to late 

delivery of accounts. The municipality is addressing this challenge and striving to 

ensure that accounts are delivered on time throughout the 2017/18 financial year. 

 

We have also taken note of the request for provision of the pre-paid metering 

system. Therefore, the municipality will start with this process in the 2017/18 

financial year (prioritizing pre-paid electricity meters). 

 

Madam Speaker, let me talk about expenditure … 
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Our total expenditure budget is R141.3 million (which means the municipality has 

budgeted for a cash surplus of less than R100 000). This is allocated into the 

following expenditure items:  

 

- Employee related costs is budgeted at R59.1 million. This is after factoring in 

an increase of 7.36%, as per the South African Local Government Bargaining 

Council collective agreement on wages and salaries. 

 

- We have taken note that despite these costs being in the norm of 33%, there 

is a need to perform Skills Audit so as to ascertain as to whether the skills 

we have within the municipality is commensurate with the skills required to 

execute our mandate.  

 

- A budget of R6.1 million also goes towards Remuneration of Councillors. This 

is within the upper limits as provided for in the relevant legislation. 

 

- Repairs and maintenance are budgeted at R8.3 million. This is the budget 

allocation to ensure that property plant and equipment are repaired 

timeously and that service delivery is not interrupted.  

 

- As the municipality we are responsible for provision of water and electricity. 

Therefore, we have put aside R31.9 million for Bulk Purchases: water and 

electricity.  

 

We have read in the media that municipalities across the country are having a 

challenge of servicing their bulk service accounts. Tswelopele is not immune to this 

challenge as we owe in excess of R12 million for bulk services. I believe and I’m 

optimistic that the strategies developed by the municipality will change the situation 

in the near future. 
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Our total Capital budget is R51.9 million, and the following are the identified 

projects: 

- R10 million for the Upgrading of Electricity Network in Bultfontein and 

Hoopstad; 

- R25 million towards upgrading of Bulk Water Supply across the municipality; 

- R9.8 million towards upgrading of Waste water Treatment works and 

construction of Toilets in Tikwana; 

- R6.4 million for construction of 2 KM road in Phahameng;  

- And R550 thousands towards upgrading of Sports Grounds. 

 

Madam Speaker, this capital budget must transform the lives of the people of 

Tswelopele in terms of access to services and economic empowerment. For this 

reason, a minimum of 30% of this capital projects value must be awarded or sub-

contracted to businesses and contractors within the municipal area. We will also 

ensure that our Youth is considered favorably in this endeavor. We dare not to fail 

in this regard!! 

 

We have noted that the high rate of unemployment remains our greatest challenge, 

but our response to the unemployment challenge needs to be better coordinated. 

In particular, efforts to increase employment of young people have to be intensified 

and also increase skills development. This is the center of our war against poverty. 

 

Madam Speaker, we are considering the annual budget of 2017/18 during June, a 

month that has been declared a ‘Youth Month’. As such, Madam Speaker, this 

budget should strive to cater for the needs of our young people.  

 

- In this regard, we have set aside a budget of R70 000 for bursaries to assist 

students with registration at tertiary institutions in the 2018 academic year. 
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We will be engaging other stakeholders to increase this amount to at least 

R170 000; 

 

- In line with the policy on radical economic transformation, about 600 hectors 

of land in both Bultfontein and Hoopstad respectively, will be made available 

to the Youth; 

 

- The municipality is committing itself to the development of a Land Policy 

which will be biased towards provision of land to Previously Disadvantaged 

Individuals to pursue economic development,  

 

- Furthermore, the Youth will be given an opportunity to group themselves and 

they will be assisted to establish a Hair Salon, Beauty Saloon, a Massage 

Parlor and other related services; 

 

- As part of the Township Revitalization, the municipality will also be assisting 

two individuals (which will be identified by the community itself) to open 2 

Viable Tuck-shops (1 in Bultfontein/Phahameng and another in 

Hoopstad/Tikwana). Therefore, one of this Viable Tuck-shops should be ran 

and owned by a Youth person.  

 

 

As government, we need to robustly pursue the programme of human settlement. 

In this regard, we have embarked on a programme of site-allocation since 

December 2016. To date we have allocated sites as follows:  

 

- 360 sites in Tikwana 

- 190 sites in Phahameng 
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(sites are continuously being allocated as and when the community members are 

paying the required deposits).  

 

We urge the community to pay the required so that services (water, electricity can 

be provided in this new establishment. The challenge will still be on proving flushing 

toilet (which the municipality also address through the MIG program). 

 

In the same breath, Honourable Councillors, we want to warn the community 

members who have a keen interest on invading land and open spaces around the 

municipal area. This practice is illegal and needs to condemn and transgressors will 

face the full might of the law. 

 

Honourable Speaker, for a considerable time, our people have been residing at 

houses to which they do not have Tittle Deeds. They called those houses theirs, 

yet they did not have anything to prove ownership. This is about to change with 

the current Council. To date we have allocated Tittle Deeds as follows: 

 

- Phahameng  108 Tittle Deeds (114 is remaining)  

- Tikwana   1 044 Tittle Deeds (579 is remaining) 

 

This Council has also seen the need for establishment of the Old Age Center in 

Hoopstad (next to where the new Clinic will be build).  

 

There is a need to establish an NGO to deal with the unfair labour practices that 

are being reported within the municipal area (especially from the farm workers). 

As such we will be sourcing funds from the Free State government to pursue this 

initiative. 

 

Honourable Councillors, there will also be an impact-making programme of Piggery 

in Hoopstad and Bultfontein, respectively. 
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There will also be a poultry programme in Bultfontein and Hoopstad. 

 

7. CONCLUSION 

 

Honourable Speaker, my concluding remarks as follows:  

 

- Since taking office last year in August, this Council has been faced with the 

challenge of using the least resources to achieve more. That is the true state 

of our municipality.  

 

- We are quite aware of the inadequate decisions that were taken by both the 

Executive-arm and Administration-arm of the municipality in the last 10 years 

or so. In this regard, reports have been tabled to Council that makes 

reference to service delivery challenges as well as financial challenges facing 

the municipality today.  

 

It is about time we reframe from blaming each other,  

It is about time that those that have left the course (for one reason or another) 

reframe from speaking ill about the municipality. 

 

- Time has come for us to take a collective responsibility to turn around the 

situation. For in blaming each other and talking ill about the municipality, will 

bear no fruitful results but in unity we shall succeed!! 

 

Ha e teteyane Tswelopele, Hae teteyane!! 
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Each budget that we have presented to this council has been different. The 

important shift this year is that the global economy has changed; and South African 

economy has deteriorated. 

 

Madam Speaker, to prepare a budget that will stand up to scrutiny requires an 

ability to take advises from many quarters to analyze and test them. 

 

Amongst the sources of ideas, is the broader public consultation and engagement 

in the process and taking ownership of the budget. This year all stakeholders have 

shared their ideas with us, and I can assure you their inputs have been taken into 

consideration. 

 

After having considered all the proposals, I am privileged to present this annual 

budget as a statement of collective responsibility for Tswelopele Local Municipality. 

 

In this regard, Madam Speaker, allow me to extend my sincere appreciation to the 

entire Council of Tswelopele for their undivided support. Let me also acknowledge 

the support provided by the Municipal Manager and all Directors. The support 

provided by the staff in the Office of Mayor (led by the Manager in that office) and 

officials from the Budget & Treasury Office (led by the CFO) who have been with 

me throughout the IDP & Budget Consultations, your efforts are highly appreciated. 

 

To my wife and children, thank you for your support and understanding, thank you 

very much for allowing me to take this course of serving the people of Tswelopele. 

Let the people benefit as outlined in the Freedom Charter. 

 

Honourable Speaker and Councillors at large, I hereby table the Reviewed 2017/18 

IDP and Annual Budget of Tswelopele Local Municipality for the fiscal year ending 

30 June 2018 for your consideration and approval. 

I thank you!! 
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2.     Budget resolution by Council 

 

EXTRACT FROM THE MINUTES OF A SPECIAL COUNCIL MEETING HELD ON 28 JUNE 2017 

AT 11:15 IN THE TOWN HALL, HOOPSTAD 

 

“4 / 06 ANNUAL BUDGET:  2017 / 2018 FINANCIAL YEAR 
  MINUTES :  SPECIAL COUNCIL MEETING  DATE :  28 JUNE 2017 

 

  
1. PURPOSE  

 

  This item is submitted to Council for consideration and approval of the Annual  

  Budget for the 2017 / 2018 financial year as required by the Municipal Finance  

  Management  Act, 2003 [Act 56 of 2003]. 

 

2. BACKGROUND 

 
In terms of the Municipal Finance Management Act, 2003, Act 56 of 2003, section 
24 (2)(a), the annual budget of the Municipality must be approved before the start 
of the new financial year, section 24 (2)(b), annual budget  is approved by the 
adoption  by the council of  a resolution  referred to in section  17(3)(a)(i) and section 
24 (2)(c) annual budget of the Municipality must be approved together with the 
adoption of resolutions as may be necessary.  
 
It is crucial that the municipal council approves the annual budget before the 

 start of the financial year [i.e. approval must be done by the latest 30 June 
 2017.] Failure  by Council to approve the annual budget before the beginning 
 of the financial year would mean that the Mayor must report to the member of 
 the executive  council responsible for local government in the province, 
 highlighting the reasons why the budget could not be approved.  

 
3. STAKEHOLDERS CONSULTED 

 
 Free State Provincial Treasury 

 CoGTA 

 Community 

 

4. LEGAL IMPLICATIONS 

 
 Compliance with Municipal Finance Management, 2003 [Act 56 of  2003.] 

 Compliance with Municipal Budget and Reporting Regulations. 
 

5. STAFF IMPLICATIONS 

 

 None. 

 
6. FINANCIAL IMPLICATIONS 
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Approval of the item as submitted will constitute the approved annual operating 
revenue budget; operating expenditure budget, annual capital expenditure budget 
and funding sources for the annual capital expenditure budget for the 2017 / 18 
financial year. 
 
The following are the proposed tariff increases for 2017 / 2018 financial years: 
 

  
 Property Rates : 0 % for agricultural properties 

 Property Rates : 6.36 % for all other properties 
 Water   : 6.36 % 
 Refuse   : 6.36 % 
 Sanitation  : 6.36 % 
 Electricity  : 1.88% 

 
 All other tariff increases are as per the tariff list of the municipality. 

The salaries are budgeted at 7.36% increase as per the South African Local 

Government Bargaining Council collective agreement. 

 
7. RISKS 

 
 The municipality maybe unable to render services to the community due to 

none availability of financial resources if the budget is not approved. 
 Section 139 of the Constitution may be imposed on the Council of the 

Municipality 
 
 

8. ANNEXURE  
 

 Budget with table A1 – A10 in terms of the Municipal Budget and 
 Reporting Regulations 
 CD containing Budget Related Policies 
 Annual tariffs 
 Quality certificate by the Municipal Manager  
 

9. RECOMMENDATION   

 
1. Council hereby resolve that the annual budget of the Municipality for the 
 financial year 2017 / 2018, 2018 / 2019 and 2019 / 2020 be approved 
 as set out in: 

  [a]      Table A1: Budgeted Summary 

  [b] Table A2: Budgeted financial performance [revenue &   

  expenditure by standard classification] 

 [c] Table A3: Budgeted financial performance [revenue &   

 expenditure municipal vote] 

  [d]      Table A4: Budgeted Financial performance [revenue &   

  expenditure] 

  [e] Table A5: Budgeted capital Expenditure by vote, standard   

  classification and funding 

  [f]         Table A6: Budgeted financial position 

  [g]        Table A7: Budgeted cash flow 
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  [h]  Table A8: Cash backed reserves/accumulated surplus   

   reconciliation 

  [i] Table A9: Asset Management 

  [j] Table A10: Basic Services Delivery Measurement 

2. Council hereby resolve that the operating budget as set out in Table A1  

  – A4 and Capital budget as set out in Table A5 be implemented with  

  effect  from 1  July 2017. 

3. Council hereby resolve that property rates tariffs be approved in terms  

  of section 14 of Municipal Property Rates Act, 2004 [Act 6 of 2004]. 

  4.  Council hereby resolve that tariffs for services charges as reflected in  

  the tariff list be approved and implemented with effect from 1 July 2017.  

 5. That Council implement the electricity tariff as approved NERSA with  

  effect  from 1 July 2017. 

 6.  Council hereby resolve that the following budget related policies be  

  approved and implemented with effect from 1 July 2017: 

 

(a) Budget policy 

(b) Virement policy 

(c) Funding and reserves policy 

(d) Banking / cash and investment policy 

(e) Credit Control and debt collection policy 

(f) Indigent support policy 

(g) Bad debt write-off policy 

(h) Property rates policy 

(i) Tariffs policy 

(j) Supply chain management policy 

(k) Asset management policy 

(l) Deposit policy 

(m) Customer care policy 

(n) SCM Policy on infrastructure assets 

(o) Petty cash management policy 

7.  Council hereby resolve that effective from 1 July 2017, Phahameng and  

 Tikwana must be billed on consumption based tariffs, and the flat rate 

 will only be charged on properties that do not have water meters. 

                       8.  Council hereby resolve that a resolution which was taken on 27 July  

 2016, which stated that consumption based tariff must be charged to  

 Phahameng and Tikwana residents with effect from 1 July 2016 is 

 repealed with effect from 1 July 2016. 

 
[FOR RESOLUTION] 
 

 

The Honourable Mayor delivered the 2017 /2018 budget speech to Council and it was well 

accepted.  The budget speech is attached to this minutes as an annexure. 

 
Minutes:               Special Council Meeting:    28 June 2017 

 

The Mayor proposed that the matter be resolved as follows and was seconded by Cllr Baleni. 
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1. Council hereby resolved that the annual budget of the Municipality for the  financial year 
2017 / 2018, 2018 / 2019 and 2019 / 2020 was approved as set out in: 
[a]      Table A1: Budgeted Summary 

[b] Table A2: Budgeted financial performance [revenue &    

 expenditure by standard classification] 

[c] Table A3: Budgeted financial performance [revenue &   

 expenditure municipal vote] 

[d]      Table A4: Budgeted Financial performance [revenue &    

 expenditure] 

[e] Table A5: Budgeted capital Expenditure by vote, standard    

 classification and funding 

[f]         Table A6: Budgeted financial position 

[g]        Table A7: Budgeted cash flow 

[h]  Table A8: Cash backed reserves/accumulated surplus    

 reconciliation 

[i] Table A9: Asset Management 

[j] Table A10: Basic Services Delivery Measurement 

2. Council hereby resolved that the operating budget as set out in Table A1  – A4 and 

Capital budget as set out in Table A5 be implemented with effect from1 July 2017. 

3. Council hereby resolved that property rates tariffs were approved in terms of section 14 of 

Municipal Property Rates Act, 2004 [Act 6 of 2004]. 

4. Council hereby resolved that tariffs for services charges as reflected in the tariff list was 

approved and be implemented with effect from 1 July 2017.  

5. That Council implement the electricity tariff as approved NERSA with effect  from 1 

July 2017. 

6. Council hereby resolved that the following budget related policies were approved and be 

implemented with effect from 1 July 2017: 

 

(a) Budget policy 

(b) Virement policy 

(c) Funding and reserves policy 

(d) Banking / cash and investment policy 

(e) Credit Control and debt collection policy 

(f) Indigent support policy 

(g) Bad debt write-off policy 

(h) Property rates policy 

(i) Tariffs policy 

(j) Supply chain management policy 

(k) Asset management policy 

(l) Deposit policy 

(m) Customer care policy 

(n) SCM Policy on infrastructure assets 

(o) Petty cash management policy 

7. Council hereby resolved that effective from 1 July 2017, Phahameng and Tikwana 

 must be billed on consumption based tariffs, and the flat rate will only be charged on 

 properties that do not have water meters. 
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8. Council hereby resolved that a resolution which was taken on 27 July 2016, which 

 stated that consumption based tariff must be charged to Phahameng and Tikwana 

 residents with effect from 1 July 2016 was repealed with effect from 1 July 2016.” 

 

 

 

CERTIFIED AS A TRUE EXTRACT 
 
NAME   : SS RABANYE 
 
DESIGNATION : DIRECTOR CORPORATE SERVICES 
 
 
SIGNATURE  : _____________________ 
 

 

 

3.       Executive summary 

 
Tswelopele local municipality budget process started in August 2016, when the council of 
the municipality approved budget timelines as required by legislation. 
 
Tswelopele local municipality vastly depends on grants from national government as 
almost 42% of its revenue is made up of equitable shares and some other grants, i.e. 
financial management grant, Lejweleputswa district municipality grant, and a grant from 
Public works.  
 
Table SA 19 on the municipality annual budget tables clearly distinguishes between all this 
different allocations, total operating grant allocated to Tswelopele local municipality 
amount to  R 62 652 000 
 
The municipality has 11 992 households (Census 2011) of which over 70% are poor, 
currently the outstanding debtors of the municipality are standing at R 58 .4 million. 
 
National Treasury MFMA circulars were used to guide in the compilation of the 2017/2018 
Medium Term revenue and expenditure framework, 
 
The following budget principles and guidelines informed the compilation of the 2017/2018 
Medium Term revenue and expenditure framework: 
 

 2016/2017 MFMA Section 72 report – mid-term assessment report 
 2016/2017 Adjustment Budget 
 Average CPI from 1 March 2016 to 28 February 2017. 
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Total revenue is anticipated to grow in the mid-term, the growth in the mid-term due to 
tariff increases,  
 
The Capital expenditure is slightly increasing over two years of the mid-term. 
 
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 
 Provincial priorities 

 Fighting Poverty 
 Reduce Crime 

 
Tswelopele local Municipality prepared its budget with all this priorities in mind, e.g.  
 

 Sustainable employment – Job creation through MIG  and EPWP 
 Provincial priority 

 Fighting Poverty 
 
Currently the municipality has eradicated all the buckets in its jurisdiction except in new 
extension, and all households 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 revenue enhancement strategy.  
 
The following key components were used in terms of budgeted revenue of the 
municipality: 
 

 National Treasury MFMA Circulars 
 Electricity Tariff increases as applied to 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 of 90% of the billed revenue 

 
The table in the next page summarises the 2017/2018 revenue by source:
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As it can be seen from the table below, the revenue of the Municipality will increase in the Medium term, the main contributor is 
revenue from National Transfers (Grants): 
 

 
 
  

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

Description Ref 2013/14 2014/15 2015/16

R thousand 1
Audited 

Outcome

Audited 

Outcome

Audited 

Outcome

Original 

Budget

Adjusted 

Budget

Full Year 

Forecast

Pre-audit 

outcome

Budget Year 

2017/18

Budget Year 

+1 2018/19

Budget Year 

+2 2019/20

Revenue By Source

Property  rates 2 –               –               –               –               –               –               –               17 000         18 700         20 570         

Serv ice charges - electricity  rev enue 2 –               –               –               –               –               –               –               34 241         37 666         41 432         

Serv ice charges - w ater rev enue 2 –               –               –               –               –               –               –               8 155           9 129           10 210         

Serv ice charges - sanitation rev enue 2 –               –               –               –               –               –               –               6 631           7 295           8 024           

Serv ice charges - refuse rev enue 2 –               –               –               –               –               –               –               4 200           4 620           5 083           

Serv ice charges - other –               –               –               –               –               –               –               

Rental of facilities and equipment 512              563              620              

Interest earned - ex ternal inv estments 500              550              605              

Interest earned - outstanding debtors 1 000           1 100           1 210           

Div idends receiv ed 50               55               61               

Fines, penalties and forfeits 40               44               48               

Licences and permits 60               66               73               

Agency  serv ices –               –               –               

Transfers and subsidies 62 602         68 935         74 318         

Other rev enue 2 –               –               –               –               –               –               –               2 155           2 370           2 607           

Gains on disposal of PPE 4 250           

Total Revenue (excluding capital transfers 

and contributions)

–               –               –               –               –               –               –               141 397        151 093        164 859        

2017/18 Medium Term Revenue & 

Expenditure Framework
Current Year 2016/17
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Table 3: Grants 
 

 
 
 
 
Total grants received will decrease in 2017/2018 due to the reduction in equitable share allocation and they will increase in 2018/2019

Description Ref 2013/14 2014/15 2015/16

R thousand
Audited 

Outcome

Audited 

Outcome

Audited 

Outcome

Original 

Budget

Adjusted 

Budget

Full Year 

Forecast

Budget Year 

2017/18

Budget Year 

+1 2018/19

Budget Year 

+2 2019/20

EXPENDITURE: 1

Operating expenditure of Transfers and Grants

National Government: 65 449         –               66 373         65 239         65 239         65 239         62 602         68 935         74 318         

Local Gov ernment Equitable Share 61 909         62 570         62 414         62 414         62 414         59 702         66 780         71 163         

Finance Management 1 650           1 800           1 825           1 825           1 825           1 900           2 155           2 155           

EPWP Incentiv e 1 000           1 073           1 000           1 000           1 000           1 000           –               –               

Electricity  Demand Side Management 890              930              –               –               –               –               –               –               

Municipal Sy stems Improv ement –               1 000           

  Other transfers/grants [insert description]

Provincial Government: –               –               –               –               –               –               –               –               –               

  Other transfers/grants [insert description]

District Municipality: 50               –               50               50               50               50               50               50               50               

Lejweleputswa 50               50               50               50               50               50               50               50               

Other grant providers: –               –               –               –               –               –               –               –               –               

  [insert description]

Total operating expenditure of Transfers and Grants: 65 499         –               66 423         65 289         65 289         65 289         62 652         68 985         74 368         

Current Year 2016/17
2017/18 Medium Term Revenue & 

Expenditure Framework
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Different components of revenue will be discussed in this page 

3.1.1. Electricity 

 
Tswelopele Local Municipality comprises of 2 townships (Phahameng and Tikwana) and 2 
towns (Bultfontein and Hoopstad), and according to the latest census 2011 result, the 
municipality has 11992, out of this 11992 households, the Municipality only sells electricity 
to about 1350 households and the rest are serviced by Eskom. The Municipality buys bulk 
electricity from Eskom to sell to these households and businesses in Bultfontein and 
Hoopstad respectively. 
 
National Energy regulator of South Africa (NERSA) approved an average increase of 1.88% 
for the municipality for the year 2017/2018. 
 
Tswelopele Local Municipality applied to NERSA for a tariff increase, the application was 
approved. 
 
Tswelopele Local Municipality target indigent households as per the approved indigent 
register for free basic electricity, all indigent households receive 50Kwh on a monthly basis. 
 

3.1.2.  Water 

 
Water Meters are currently being installed in Tikwana, and the intention is that the 
Townships should be billed based on consumption and not flat rate as is currently the 
case. 
 
The Municipality proposed an increase of 6.36% for water tariff. 
 
There is currently no inclining block tariff structure implemented for water services, and 
for future, the Municipality will like to have this tariff structure in place. In terms of the 
free basic services policy of the Municipality, all households receive the free 6kl per month 
of water. 
 

3.1.3. Sanitation (Sewerage) 

  
A tariff increase of 6.36% for sanitation from 1 July 2017 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 
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3.1.4. Waste Removal 

 
The proposed tariff increase for waste removal is 6.36%; the reason for a slightly higher 
percentage increase for waste removal is due to the fact that this will only be the second 
financial year that these tariffs are increased. The following factors were considered for 
the proposed tariff increase: 
 

 Waste removal  charges are charged at a flat rate, irrespective of litres 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 11992 households waste are removed once a week 
 

 

3.1.5. Property rates 

 
Property rates is a statutory tax charged on all property owners within the jurisdiction of 
the Municipality, it 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 the municipality must prepare a valuation roll after every 4 financial 
year, Tswelopele Local Municipality first implemented the valuation roll in accordance with 
MPRA prescripts on the 1st July 2009, and according to this act a new valuation roll should 
be implemented on the 1st July 2017.  
 
The municipality is proposing an increase of the tariffs on Property rates by 6.36% for all 
the properties. 
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3.2. Operating Expenditure Framework 

 

The municipality budgeted for an expenditure budget of R 166 624 000 (including non-

cash items of R 25 310 000) and it was 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 March 2016 to 28 February 2017 

 

The table below show the total budgeted expenditure:
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FS183 Tswelopele - Table A4 Budgeted Financial Performance (revenue and expenditure)

Description Ref 2013/14 2014/15 2015/16

R thousand 1
Audited 

Outcome

Audited 

Outcome

Audited 

Outcome

Original 

Budget

Adjusted 

Budget

Full Year 

Forecast

Pre-audit 

outcome

Budget Year 

2017/18

Budget Year 

+1 2018/19

Budget Year 

+2 2019/20

Expenditure By Type

Employ ee related costs 2 –               –               –               –               –               –               –               59 122         65 035         71 538         

Remuneration of councillors –               –               –               –               –               –               –               6 135           6 749           7 424           

Debt impairment 3 –               –               –               –               –               –               –               5 641           5 641           5 641           

Depreciation & asset impairment 2 –               –               –               –               –               –               –               19 669         19 669         19 669         

Finance charges –               –               –               –               –               –               –               2 178           2 396           2 635           

Bulk purchases 2 –               –               –               –               –               –               –               31 916         35 108         38 618         

Other materials 8 –               –               –               –               –               –               –               8 324           9 156           10 071         

Contracted serv ices –               –               –               –               –               –               –               1 000           1 100           1 210           

Transfers and subsidies –               –               –               –               –               –               –               –               –               –               

Other ex penditure 4, 5 –               –               –               –               –               –               –               32 640         30 791         25 508         

Loss on disposal of PPE –               –               –               –               –               –               –               –               –               –               

Total Expenditure –               –               –               –               –               –               –               166 624       175 644       182 315       

Current Year 2016/17 2017/18 Medium Term Revenue & 
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3.3. Analysis of Capital Budget 

 

Tswelopele Local Municipality capital budget is funded through Municipal Infrastructure 

Grant, Regional Bulk Infrastructure Grant and Electricity demand Side Grant 

The following are the major capital projects budgeted for: 

 Construction of Toilet Structures & Sewer Reticulation and Connections 

 Construction of sewerage network  

 Upgrading of Sports fields 

 Upgrading of Roads 

 Upgrading of Electricity Network 

 Upgrading of Water treatment plant  

 

4. Annual budget tables 

 

The following tables will show the all ten (10) main annual budget tables and the 

analysis thereof:
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Description 2013/14 2014/15 2015/16

R thousands
Audited 

Outcome

Audited 

Outcome

Audited 

Outcome

Original 

Budget

Adjusted 

Budget

Full Year 

Forecast

Pre-audit 

outcome

Budget Year 

2017/18

Budget Year 

+1 2018/19

Budget Year 

+2 2019/20

Financial Performance

Property  rates –               –               –               –               –               –               –               17 000         18 700         20 570         

Serv ice charges –               –               –               –               –               –               –               53 228         58 710         64 748         

Inv estment rev enue –               –               –               –               –               –               –               500             550             605             

Transfers recognised - operational –               –               –               –               –               –               –               62 602         68 935         74 318         

Other ow n rev enue –               –               –               –               –               –               –               8 067          4 198          4 618          

Total Revenue (excluding capital transfers 

and contributions)

–               –               –               –               –               –               –               141 397       151 093       164 859       

Employ ee costs –               –               –               –               –               –               –               59 122         65 035         71 538         

Remuneration of councillors –               –               –               –               –               –               –               6 135          6 749          7 424          

Depreciation & asset impairment –               –               –               –               –               –               –               19 669         19 669         19 669         

Finance charges –               –               –               –               –               –               –               2 178          2 396          2 635          

Materials and bulk purchases –               –               –               –               –               –               –               40 240         44 263         48 690         

Transfers and grants –               –               –               –               –               –               –               –               –               –               

Other ex penditure –               –               –               –               –               –               –               39 280         37 532         32 359         

Total Expenditure –               –               –               –               –               –               –               166 624       175 644       182 315       

Surplus/(Deficit) –               –               –               –               –               –               –               (25 228)        (24 551)        (17 455)        

Transfers and subsidies - capital (monetary  allocations) (National / Prov incial and District)–               –               –               –               –               –               –               51 704         37 430         18 195         

Contributions recognised - capital & contributed assets –               –               –               –               –               –               –               –               –               –               

Surplus/(Deficit) after capital transfers & 

contributions

–               –               –               –               –               –               –               26 476         12 879         740             

Share of surplus/ (deficit) of associate –               –               –               –               –               –               –               –               –               –               

Surplus/(Deficit) for the year –               –               –               –               –               –               –               26 476         12 879         740             

2017/18 Medium Term Revenue & 

Expenditure Framework
Current Year 2016/17

FS183 Tswelopele - Table A1 Budget Summary
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FS183 Tswelopele - Table A2 Budgeted Financial Performance (revenue and expenditure by functional classification)

Functional Classification Description Ref 2013/14 2014/15 2015/16

R thousand 1
Audited 

Outcome

Audited 

Outcome

Audited 

Outcome

Original 

Budget

Adjusted 

Budget

Full Year 

Forecast

Budget Year 

2017/18

Budget Year 

+1 2018/19

Budget Year 

+2 2019/20

Revenue - Functional

Governance and administration –               –               –               –               –               –               27 341         30 075         33 082         

Ex ecutiv e and council –               –               –               –               –               –               5 880           6 468           7 115           

Finance and administration –               –               –               –               –               –               21 461         23 607         25 967         

Internal audit –               –               –               –               –               –               –               –               –               

Community and public safety –               –               –               –               –               –               3 835           4 411           4 473           

Community  and social serv ices –               –               –               –               –               –               3 273           3 600           3 960           

Sport and recreation –               –               –               –               –               –               562              811              512              

Public safety –               –               –               –               –               –               –               –               –               

Housing –               –               –               –               –               –               –               –               –               

Health –               –               –               –               –               –               –               –               –               

Economic and environmental services –               –               –               –               –               –               8 605           7 393           2 922           

Planning and dev elopment –               –               –               –               –               –               –               –               –               

Road transport –               –               –               –               –               –               8 605           7 393           2 922           

Env ironmental protection –               –               –               –               –               –               –               –               –               

Trading services –               –               –               –               –               –               153 320        146 645        142 578        

Energy  sources –               –               –               –               –               –               65 320         60 011         58 000         

Water management –               –               –               –               –               –               46 754         43 930         46 434         

Waste w ater management –               –               –               –               –               –               28 788         29 000         23 070         

Waste management –               –               –               –               –               –               12 458         13 704         15 074         

Other 4 –               –               –               –               –               –               –               –               –               

Total Revenue - Functional 2 –               –               –               –               –               –               193 101        188 523        183 054        

Expenditure - Functional

Governance and administration –               –               –               –               –               –               46 328         47 632         50 895         

Ex ecutiv e and council –               –               –               –               –               –               14 955         15 114         16 576         

Finance and administration –               –               –               –               –               –               31 373         32 517         34 319         

Internal audit –               –               –               –               –               –               –               –               –               

Community and public safety –               –               –               –               –               –               14 671         16 338         16 910         

Community  and social serv ices –               –               –               –               –               –               14 544         15 999         16 557         

Sport and recreation –               –               –               –               –               –               127              339              353              

Public safety –               –               –               –               –               –               –               –               –               

Housing –               –               –               –               –               –               –               –               –               

Health –               –               –               –               –               –               –               –               –               

Economic and environmental services –               –               –               –               –               –               21 897         20 887         21 520         

Planning and dev elopment –               –               –               –               –               –               –               –               –               

Road transport –               –               –               –               –               –               21 897         20 887         21 520         

Env ironmental protection –               –               –               –               –               –               –               –               –               

Trading services –               –               –               –               –               –               83 728         90 787         92 990         

Energy  sources –               –               –               –               –               –               36 103         39 634         40 231         

Water management –               –               –               –               –               –               18 878         20 231         21 719         

Waste w ater management –               –               –               –               –               –               17 206         18 447         18 492         

Waste management –               –               –               –               –               –               11 540         12 476         12 549         

Other 4 –               –               –               –               –               –               –               –               –               

Total Expenditure - Functional 3 –               –               –               –               –               –               166 624        175 644        182 315        

Surplus/(Deficit) for the year –               –               –               –               –               –               26 476         12 879         740              

Current Year 2016/17
2017/18 Medium Term Revenue & 

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

Vote Description Ref 2013/14 2014/15 2015/16

R thousand
Audited 

Outcome

Audited 

Outcome

Audited 

Outcome

Original 

Budget

Adjusted 

Budget

Full Year 

Forecast

Budget Year 

2017/18

Budget Year 

+1 2018/19

Budget Year 

+2 2019/20

Revenue by Vote 1

Vote 1 - Ex ecutiv e and Council –               –               –               –               –               –               5 880           6 468           7 115           

Vote 2 - Budget and Treasury  Office –               –               –               –               –               –               2 945           3 239           3 563           

Vote 3 - Community  and Social Serv ices –               –               –               –               –               –               2 666           2 932           3 225           

Vote 4 - Public Safety –               –               –               –               –               –               1 825           2 007           2 208           

Vote 5 - Sport and Recreation –               –               –               –               –               –               562              811              512              

Vote 6 - Waste Management –               –               –               –               –               –               12 458         13 704         15 074         

Vote 7 - Waste Water Management –               –               –               –               –               –               28 788         29 000         23 070         

Vote 8 - Road Transport –               –               –               –               –               –               7 388           6 054           1 449           

Vote 9 - Water –               –               –               –               –               –               46 754         43 930         46 434         

Vote 10 - Electricity –               –               –               –               –               –               65 320         60 011         58 000         

Vote 11 - Corporate Serv ices –               –               –               –               –               –               18 516         20 368         22 404         

Vote 12 - [NAME OF VOTE 12] –               –               –               –               –               –               –               –               –               

Vote 13 - [NAME OF VOTE 13] –               –               –               –               –               –               –               –               –               

Vote 14 - [NAME OF VOTE 14] –               –               –               –               –               –               –               –               –               

Vote 15 - [NAME OF VOTE 15] –               –               –               –               –               –               –               –               –               

Total Revenue by Vote 2 –               –               –               –               –               –               193 101        188 523        183 054        

Expenditure by Vote to be appropriated 1

Vote 1 - Ex ecutiv e and Council –               –               –               –               –               –               14 955         15 114         16 576         

Vote 2 - Budget and Treasury  Office –               –               –               –               –               –               20 971         21 200         22 000         

Vote 3 - Community  and Social Serv ices –               –               –               –               –               –               13 835         15 219         15 752         

Vote 4 - Public Safety –               –               –               –               –               –               1 924           2 116           2 275           

Vote 5 - Sport and Recreation –               –               –               –               –               –               127              339              353              

Vote 6 - Waste Management –               –               –               –               –               –               11 540         12 476         12 549         

Vote 7 - Waste Water Management –               –               –               –               –               –               17 206         18 447         18 492         

Vote 8 - Road Transport –               –               –               –               –               –               20 682         19 551         20 050         

Vote 9 - Water –               –               –               –               –               –               18 878         20 231         21 719         

Vote 10 - Electricity –               –               –               –               –               –               36 103         39 634         40 231         

Vote 11 - Corporate Serv ices –               –               –               –               –               –               10 402         11 317         12 319         

Vote 12 - [NAME OF VOTE 12] –               –               –               –               –               –               –               –               –               

Vote 13 - [NAME OF VOTE 13] –               –               –               –               –               –               –               –               –               

Vote 14 - [NAME OF VOTE 14] –               –               –               –               –               –               –               –               –               

Vote 15 - [NAME OF VOTE 15] –               –               –               –               –               –               –               –               –               

Total Expenditure by Vote 2 –               –               –               –               –               –               166 624        175 644        182 315        

Surplus/(Deficit) for the year 2 –               –               –               –               –               –               26 476         12 879         740              

Current Year 2016/17
2017/18 Medium Term Revenue & 

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

Description Ref 2013/14 2014/15 2015/16

R thousand 1
Audited 

Outcome

Audited 

Outcome

Audited 

Outcome

Original 

Budget

Adjusted 

Budget

Full Year 

Forecast

Pre-audit 

outcome

Budget Year 

2017/18

Budget Year 

+1 2018/19

Budget Year 

+2 2019/20

Revenue By Source

Property  rates 2 –               –               –               –               –               –               –               17 000         18 700         20 570         

Serv ice charges - electricity  rev enue 2 –               –               –               –               –               –               –               34 241         37 666         41 432         

Serv ice charges - w ater rev enue 2 –               –               –               –               –               –               –               8 155           9 129           10 210         

Serv ice charges - sanitation rev enue 2 –               –               –               –               –               –               –               6 631           7 295           8 024           

Serv ice charges - refuse rev enue 2 –               –               –               –               –               –               –               4 200           4 620           5 083           

Serv ice charges - other –               –               –               –               –               –               –               

Rental of facilities and equipment 512              563              620              

Interest earned - ex ternal inv estments 500              550              605              

Interest earned - outstanding debtors 1 000           1 100           1 210           

Div idends receiv ed 50               55               61               

Fines, penalties and forfeits 40               44               48               

Licences and permits 60               66               73               

Agency  serv ices –               –               –               

Transfers and subsidies 62 602         68 935         74 318         

Other rev enue 2 –               –               –               –               –               –               –               2 155           2 370           2 607           

Gains on disposal of PPE 4 250           

Total Revenue (excluding capital transfers 

and contributions)

–               –               –               –               –               –               –               141 397        151 093        164 859        

Expenditure By Type

Employ ee related costs 2 –               –               –               –               –               –               –               59 122         65 035         71 538         

Remuneration of councillors 6 135           6 749           7 424           

Debt impairment 3 5 641           5 641           5 641           

Depreciation & asset impairment 2 –               –               –               –               –               –               –               19 669         19 669         19 669         

Finance charges 2 178           2 396           2 635           

Bulk purchases 2 –               –               –               –               –               –               –               31 916         35 108         38 618         

Other materials 8 8 324           9 156           10 071         

Contracted serv ices –               –               –               –               –               –               –               1 000           1 100           1 210           

Transfers and subsidies –               –               –               –               –               –               –               –               –               –               

Other ex penditure 4, 5 –               –               –               –               –               –               –               32 640         30 791         25 508         

Loss on disposal of PPE –               –               

Total Expenditure –               –               –               –               –               –               –               166 624        175 644        182 315        

Surplus/(Deficit) –               –               –               –               –               –               –               (25 228)        (24 551)        (17 455)        

Transfers and subsidies - capital (monetary  

allocations) (National / Prov incial and District) 51 704         37 430         18 195         

Transfers and subsidies - capital (monetary  

allocations) (National / Prov incial Departmental 

Agencies, Households, Non-profit Institutions, 

Priv ate Enterprises, Public Corporatons, Higher 6 –               –               –               –               –               –               –               –               –               –               

Transfers and subsidies - capital (in-kind - all) 

Surplus/(Deficit) after capital transfers & 

contributions

–               –               –               –               –               –               –               26 476         12 879         740              

Tax ation

Surplus/(Deficit) after taxation –               –               –               –               –               –               –               26 476         12 879         740              

Attributable to minorities

Surplus/(Deficit) attributable to municipality –               –               –               –               –               –               –               26 476         12 879         740              

Share of surplus/ (deficit) of associate 7

Surplus/(Deficit) for the year –               –               –               –               –               –               –               26 476         12 879         740              

2017/18 Medium Term Revenue & 

Expenditure Framework
Current Year 2016/17
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FS183 Tswelopele - Table A5 Budgeted Capital Expenditure by vote, functional classification and funding

Vote Description Ref 2013/14 2014/15 2015/16

R thousand 1
Audited 

Outcome

Audited 

Outcome

Audited 

Outcome

Original 

Budget

Adjusted 

Budget

Full Year 

Forecast

Pre-audit 

outcome

Budget Year 

2017/18

Budget Year 

+1 2018/19

Budget Year 

+2 2019/20

Capital expenditure - Vote

Multi-year expenditure  to be appropriated 2

Vote 1 - Ex ecutiv e and Council –               –               –               –               –               –               –               –               –               –               

Vote 2 - Budget and Treasury  Office –               –               –               –               –               –               –               –               –               –               

Vote 3 - Community  and Social Serv ices –               –               –               –               –               –               –               –               –               –               

Vote 4 - Public Safety –               –               –               –               –               –               –               –               –               –               

Vote 5 - Sport and Recreation –               –               –               –               –               –               –               –               –               500              

Vote 6 - Waste Management –               –               –               –               –               –               –               –               –               –               

Vote 7 - Waste Water Management –               –               –               –               –               –               –               6 642           10 758         –               

Vote 8 - Road Transport –               –               –               –               –               –               –               6 430           5 000           500              

Vote 9 - Water –               –               –               –               –               –               –               –               –               –               

Vote 10 - Electricity –               –               –               –               –               –               –               –               –               –               

Vote 11 - Corporate Serv ices –               –               –               –               –               –               –               –               –               –               

Vote 12 - [NAME OF VOTE 12] –               –               –               –               –               –               –               –               –               –               

Vote 13 - [NAME OF VOTE 13] –               –               –               –               –               –               –               –               –               –               

Vote 14 - [NAME OF VOTE 14] –               –               –               –               –               –               –               –               –               –               

Vote 15 - [NAME OF VOTE 15] –               –               –               –               –               –               –               –               –               –               

Capital multi-year expenditure sub-total 7 –               –               –               –               –               –               –               13 072         15 758         1 000           

Single-year expenditure to be appropriated 2

Vote 1 - Ex ecutiv e and Council –               –               –               –               –               –               –               90               1 400           210              

Vote 2 - Budget and Treasury  Office –               –               –               –               –               –               –               –               –               –               

Vote 3 - Community  and Social Serv ices –               –               –               –               –               –               –               –               –               –               

Vote 4 - Public Safety –               –               –               –               –               –               –               –               800              –               

Vote 5 - Sport and Recreation –               –               –               –               –               –               –               552              –               –               

Vote 6 - Waste Management –               –               –               –               –               –               –               –               –               –               

Vote 7 - Waste Water Management –               –               –               –               –               –               –               3 180           –               –               

Vote 8 - Road Transport –               –               –               –               –               –               –               –               –               –               

Vote 9 - Water –               –               –               –               –               –               –               25 020         20 000         18 195         

Vote 10 - Electricity –               –               –               –               –               –               –               10 000         –               –               

Vote 11 - Corporate Serv ices –               –               –               –               –               –               –               50               –               –               

Vote 12 - [NAME OF VOTE 12] –               –               –               –               –               –               –               –               –               –               

Vote 13 - [NAME OF VOTE 13] –               –               –               –               –               –               –               –               –               –               

Vote 14 - [NAME OF VOTE 14] –               –               –               –               –               –               –               –               –               –               

Vote 15 - [NAME OF VOTE 15] –               –               –               –               –               –               –               –               –               –               

Capital single-year expenditure sub-total –               –               –               –               –               –               –               38 892         22 200         18 405         

Total Capital Expenditure - Vote –               –               –               –               –               –               –               51 964         37 958         19 405         

2017/18 Medium Term Revenue & 

Expenditure Framework
Current Year 2016/17
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FS183 Tswelopele - Table A6 Budgeted Financial Position

Description Ref 2013/14 2014/15 2015/16

R thousand
Audited 

Outcome

Audited 

Outcome

Audited 

Outcome

Original 

Budget

Adjusted 

Budget

Full Year 

Forecast

Pre-audit 

outcome

Budget Year 

2017/18

Budget Year 

+1 2018/19

Budget Year 

+2 2019/20

ASSETS

Current assets

Cash 1 500           361              6 450           

Call inv estment deposits 1 –               –               –               –               –               –               –               1 750           1 750           1 750           

Consumer debtors 1 –               –               –               –               –               –               –               4 000           4 000           4 000           

Other debtors

Current portion of long-term receiv ables

Inv entory 2 300              310              305              

Total current assets –               –               –               –               –               –               –               7 550           6 421           12 505         

Non current assets

Long-term receiv ables –               –               –               –               –               

Inv estments 1 100           1 000           1 200           

Inv estment property 24 000         24 000         24 000         

Inv estment in Associate –               –               

Property , plant and equipment 3 –               –               –               –               –               –               –               468 143        514 958        566 453        

Agricultural

Biological 1 800           1 000           1 000           

Intangible

Other non-current assets –               –               –               

Total non current assets –               –               –               –               –               –               –               495 043        540 958        592 653        

TOTAL ASSETS –               –               –               –               –               –               –               502 593        547 379        605 158        

LIABILITIES

Current liabilities

Bank ov erdraft 1 –               –               –               –               –               

Borrow ing 4 –               –               –               –               –               –               –               830              870              900              

Consumer deposits

Trade and other pay ables 4 –               –               –               –               –               –               –               4 000           4 000           3 000           

Prov isions 20 032         20 000         20 000         

Total current liabilities –               –               –               –               –               –               –               24 862         24 870         23 900         

Non current liabilities

Borrow ing –               –               –               –               –               –               –               9 480           8 980           8 480           

Prov isions –               –               –               –               –               –               –               10 800         10 800         10 800         

Total non current liabilities –               –               –               –               –               –               –               20 280         19 780         19 280         

TOTAL LIABILITIES –               –               –               –               –               –               –               45 142         44 650         43 180         

NET ASSETS 5 –               –               –               –               –               –               –               457 451        502 729        561 978        

COMMUNITY WEALTH/EQUITY

Accumulated Surplus/(Deficit) –               457 451        502 729        561 978        

Reserv es 4 –               –               –               –               –               –               –               –               –               –               

TOTAL COMMUNITY WEALTH/EQUITY 5 –               –               –               –               –               –               –               457 451        502 729        561 978        

2017/18 Medium Term Revenue & 

Expenditure Framework
Current Year 2016/17
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FS183 Tswelopele - Table A7 Budgeted Cash Flows

Description Ref 2013/14 2014/15 2015/16

R thousand
Audited 

Outcome

Audited 

Outcome

Audited 

Outcome

Original 

Budget

Adjusted 

Budget

Full Year 

Forecast

Pre-audit 

outcome

Budget Year 

2017/18

Budget Year 

+1 2018/19

Budget Year 

+2 2019/20

CASH FLOW FROM OPERATING ACTIVITIES

Receipts

Property  rates 15 300         17 765         19 542         

Serv ice charges 47 905         55 774         61 511         

Other rev enue 2 767           3 043           3 348           

Gov ernment - operating 1 62 602         68 935         74 318         

Gov ernment - capital 1 51 704         37 430         18 195         

Interest 1 500           1 650           1 815           

Div idends 50               55               61               

Payments

Suppliers and employ ees (136 636)       (145 438)       (151 869)       

Finance charges (1 040)          (2 396)          (2 635)          

Transfers and Grants 1 –               –               –               –               

NET CASH FROM/(USED) OPERATING ACTIVITIES –               –               –               –               –               –               –               44 152         36 819         24 284         

CASH FLOWS FROM INVESTING ACTIVITIES

Receipts

Proceeds on disposal of PPE 4 250           –               –               

Decrease (Increase) in non-current debtors –               –               –               

Decrease (increase) other non-current receiv ables –               –               –               

Decrease (increase) in non-current inv estments –               –               –               

Payments

Capital assets (51 964)        (37 958)        (18 195)        

NET CASH FROM/(USED) INVESTING ACTIVITIES –               –               –               –               –               –               –               (47 714)        (37 958)        (18 195)        

CASH FLOWS FROM FINANCING ACTIVITIES

Receipts

Short term loans –               –               –               

Borrow ing long term/refinancing –               –               –               

Increase (decrease) in consumer deposits –               –               –               

Payments

Repay ment of borrow ing (830)             (870)             (900)             

NET CASH FROM/(USED) FINANCING ACTIVITIES –               –               –               –               –               –               –               (830)             (870)             (900)             

NET INCREASE/ (DECREASE) IN CASH HELD –               –               –               –               –               –               –               (4 392)          (2 009)          5 189           

Cash/cash equiv alents at the y ear begin: 2 7 950           3 558           1 549           

Cash/cash equiv alents at the y ear end: 2 –               –               –               –               –               –               –               3 558           1 549           6 738           

2017/18 Medium Term Revenue & 

Expenditure Framework
Current Year 2016/17
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FS183 Tswelopele - Table A8 Cash backed reserves/accumulated surplus reconciliation

Description Ref 2013/14 2014/15 2015/16

R thousand
Audited 

Outcome

Audited 

Outcome

Audited 

Outcome

Original 

Budget

Adjusted 

Budget

Full Year 

Forecast

Pre-audit 

outcome

Budget Year 

2017/18

Budget Year 

+1 2018/19

Budget Year 

+2 2019/20

Cash and investments available

Cash/cash equiv alents at the y ear end 1 –               –               –               –               –               –               –               3 558           1 549           6 738           

Other current inv estments  > 90 day s –               –               –               –               –               –               –               (308)             562              1 462           

Non current assets - Inv estments 1 –               –               –               –               –               –               –               1 100           1 000           1 200           

Cash and investments available: –               –               –               –               –               –               –               4 350           3 111           9 400           

Application of cash and investments

Unspent conditional transfers –               –               –               –               –               –               –               –               –               –               

Unspent borrow ing –               –               –               –               –               –               –               –               –               

Statutory  requirements 2

Other w orking capital requirements 3 –               –               –               –               –               –               –               434              244              (756)             

Other prov isions

Long term inv estments committed 4 –               –               –               –               –               –               –               –               –               –               

Reserv es to be backed by  cash/inv estments 5

Total Application of cash and investments: –               –               –               –               –               –               –               434              244              (756)             

Surplus(shortfall) –               –               –               –               –               –               –               3 916           2 867           10 156         

2017/18 Medium Term Revenue & 

Expenditure Framework
Current Year 2016/17
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FS183 Tswelopele - Table A9 Asset Management

Description Ref 2013/14 2014/15 2015/16

R thousand
Audited 

Outcome

Audited 

Outcome

Audited 

Outcome

Original 

Budget

Adjusted 

Budget

Full Year 

Forecast

Budget Year 

2017/18

Budget Year 

+1 2018/19

Budget Year 

+2 2019/20

EXPENDITURE OTHER ITEMS

Depreciation 7 –               –               –               –               –               –               –               –               –               

Repairs and Maintenance by Asset Class 3 –               –               –               –               –               –               19 669         19 669         19 669         

Roads Infrastructure –               –               –               –               –               –               8 324           9 156           12 304         

Storm water Infrastructure –               –               –               –               –               –               3 020           3 322           3 654           

Electrical Infrastructure –               –               –               –               –               –               –               –               –               

Water Supply Infrastructure –               –               –               –               –               –               2 040           2 244           2 468           

Sanitation Infrastructure –               –               –               –               –               –               540             594             653             

Solid Waste Infrastructure –               –               –               –               –               –               1 250           1 375           1 513           

Rail Infrastructure –               –               –               –               –               –               500             550             605             

Coastal Infrastructure –               –               –               –               –               –               –               –               –               

Information and Communication Infrastructure –               –               –               –               –               –               –               –               –               

Infrastructure –              –              –              –              –              –              –              –              –              

Community  Facilities –               –               –               –               –               –               7 350           8 085           8 894           

Sport and Recreation Facilities –               –               –               –               –               –               170             187             206             

Community Assets –              –              –              –              –              –              –              –              –              

Heritage Assets –               –               –               –               –               –               170             187             206             

Rev enue Generating –               –               –               –               –               –               –               –               –               

Non-rev enue Generating –               –               –               –               –               –               –               –               –               

Investment properties –              –              –              –              –              –              –              –              –              

Operational Buildings –               –               –               –               –               –               –               –               –               

Housing –               –               –               –               –               –               –               –               –               

Other Assets –              –              –              –              –              –              –              –              –              

Biological or Cultivated Assets –               –               –               –               –               –               –               –               –               

Serv itudes –               –               –               –               –               –               –               –               –               

Licences and Rights –               –               –               –               –               –               –               –               –               

Intangible Assets –              –              –              –              –              –              –              –              –              

Computer Equipment –               –               –               –               –               –               –               –               –               

Furniture and Office Equipment –               –               –               –               –               –               205             226             2 481           

Machinery and Equipment –               –               –               –               –               –               599             658             724             

Transport Assets –               –               –               –               –               –               –               –               –               

Libraries –               –               –               –               –               –               –               –               –               

Zoo's, Marine and Non-biological Animals –               –               –               –               –               –               –               –               –               

0 –               –               –               –               –               –               –               –               –               

TOTAL EXPENDITURE OTHER ITEMS –               –               –               –               –               –               –               –               –               

0 –               –               –               –               –               –               27 993         28 825         31 973         

Renewal and upgrading of Existing Assets as % of total capex 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Renewal and upgrading of Existing Assets as % of deprecn 0.0% 0.0% 100.0% 100.0% 0.0% 0.0% 68.7% 58.5% 98.4%

R&M as a % of PPE 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 181.6% 112.9% 156.1%

Renewal and upgrading and R&M as a % of PPE 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 1.8% 1.8% 2.2%

0

Current Year 2016/17
2017/18 Medium Term Revenue & 

Expenditure Framework
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FS183 Tswelopele - Table A10 Basic service delivery measurement

2013/14 2014/15 2015/16

Outcome Outcome Outcome
Original 

Budget

Adjusted 

Budget

Full Year 

Forecast

Budget Year 

2017/18

Budget Year 

+1 2018/19

Budget Year 

+2 2019/20

Household service targets 1

Water:

Piped w ater inside dw elling –               –               –               –               –               –               3 825            3 825           3 825           

Piped w ater inside y ard (but not in dw elling) –               –               –               –               –               –               7 022            7 022           7 022           

Using public tap (at least min.serv ice lev el) 2 –               –               –               –               –               –               632               632              632              

Other w ater supply  (at least min.serv ice lev el) 4 –               –               –               –               –               –               –                 –               –               

Minimum Service Level and Above sub-total –               –               –               –               –               –               11 479           11 479         11 479         

Using public tap (< min.serv ice lev el) 3 –               –               –               –               –               –               514               514              514              

Other w ater supply  (< min.serv ice lev el) 4 –               –               –               –               –               –               –                 –               –               

No w ater supply –               –               –               –               –               –               –                 –               –               

Below Minimum Service Level sub-total –               –               –               –               –               –               514               514              514              

Total number of households 5 –               –               –               –               –               –               11 993           11 993         11 993         

Sanitation/sewerage:

Flush toilet (connected to sew erage) –               –               –               –               –               –               11 993           11 993         11 993         

Flush toilet (w ith septic tank) –               –               –               –               –               –               –                 –               –               

Chemical toilet –               –               –               –               –               –               –                 –               –               

Pit toilet (v entilated) –               –               –               –               –               –               –                 –               –               

Other toilet prov isions (> min.serv ice lev el) –               –               –               –               –               –               –                 –               –               

Minimum Service Level and Above sub-total –               –               –               –               –               –               11 993           11 993         11 993         

Bucket toilet –               –               –               –               –               –               –                 –               –               

Other toilet prov isions (< min.serv ice lev el) –               –               –               –               –               –               –                 –               –               

No toilet prov isions –               –               –               –               –               –               –                 –               –               

Below Minimum Service Level sub-total –               –               –               –               –               –               –                 –               –               

Total number of households 5 –               –               –               –               –               –               11 993           11 993         11 993         

Energy:

Electricity  (at least min.serv ice lev el) –               –               –               –               –               –               –                 –               –               

Electricity  - prepaid (min.serv ice lev el) –               –               –               –               –               –               –                 –               –               

Minimum Service Level and Above sub-total –               –               –               –               –               –               –                 –               –               

Electricity  (< min.serv ice lev el) –               –               –               –               –               –               11 021           11 021         11 021         

Electricity  - prepaid (< min. serv ice lev el) –               –               –               –               –               –               –                 –               –               

Other energy  sources –               –               –               –               –               –               –                 –               –               

Below Minimum Service Level sub-total –               –               –               –               –               –               11 021           11 021         11 021         

Total number of households 5 –               –               –               –               –               –               11 021           11 021         11 021         

Refuse:

Remov ed at least once a w eek –               –               –               –               –               –               –                 –               –               

Minimum Service Level and Above sub-total –               –               –               –               –               –               –                 –               –               

Remov ed less frequently  than once a w eek –               –               –               –               –               –               8 911            8 911           8 911           

Using communal refuse dump –               –               –               –               –               –               85                 85               85               

Using ow n refuse dump –               –               –               –               –               –               1 635            1 635           1 635           

Other rubbish disposal –               –               –               –               –               –               1 039            1 039           1 039           

No rubbish disposal –               –               –               –               –               –               279               279              279              

Below Minimum Service Level sub-total –               –               –               –               –               –               11 949           11 949         11 949         

Total number of households 5 –               –               –               –               –               –               11 949           11 949         11 949         

Current Year 2016/17
2017/18 Medium Term Revenue & 

Expenditure Framework
Description Ref
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5. Explanatory notes to budget  

 

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 1.88% on electricity tariffs 

b. An increase of 6.36% on refuse, 6.36% on sewerage and 6.36% on water 

tariffs 
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c. 6.36% Increase for Property rates  

d. Cut on non-priority spending   

3. Profits made on this 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, which accounts for 40.5% 
of the total expenditure 

 

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

decrease in the population of the community of Tswelopele Local Municipality 

according to Census 2011 data. 

 

Explanatory note on Table A5 

1. Table A5 is a breakdown of the capital programme in relation to capital expenditure by 
municipal vote (multi-year and single-year appropriations); capital expenditure by 
standard classification; and the funding sources necessary to fund the capital budget, 
including information on capital transfers from national and provincial departments. 
 

The MFMA provides that a municipality may approve multi-year or single-year capital 

budget appropriations. 

 

Explanatory Notes to Table A6 

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

practice, and improves understandability for councilors and management of the impact 
of the budget on the statement of financial position (balance sheet). 
 

2. This format of presenting the statement of financial position is aligned to GRAP1, which 
is generally aligned to the international version which presents Assets less Liabilities as 
“accounting” Community Wealth.  The order of items within each group illustrates 
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items in order of liquidity; i.e. assets readily converted to cash, or liabilities immediately 
required to be met from cash, appear first. 
 

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

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

 

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 Final budget for 2017/18 MTREF is funded because Municipality anticipates 
making a profit over the MTREF. 

 

Explanatory Note for Table A9 
 

1. Table A9 provides an overview of municipal capital allocations to building new assets 
and the renewal of existing assets, as well as spending on repairs and maintenance by 
asset class. 

 

Explanatory notes to Table A10  

1. Table A10 provides an overview of service delivery levels, including backlogs (below 
minimum service level), for each of the main services. 
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PART 2 

1. Municipal budget process 

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

Strategizing, Preparing, Tabling, Consulting and Finalising/ Adopting) that the municipality 

must follow in order to prepare the annual budget that is credible. The planning and 

strategizing processes started with the preparation of budget timelines as required by 

MFMA and IDP review process plan. Section 53 of the MFMA requires the Mayor of the 

municipality to provide general political guidance in the budget process and the setting of 

priorities that must guide the preparation of the annual budget. In addition, Chapter 2 of 

the Municipal Budget and Reporting Regulations states that the Mayor of the municipality 

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

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

 

Due to the size of the municipality, the functions of the Budget Steering Committee are 

performed by the Finance Committee and much still needs to be done to ensure that the 

committee is effective throughout the financial year and exercises oversight not only on 

the budget but the overall financial management at the municipality and advice / 

recommend to Council accordingly. Furthermore, there is a need for resuscitation of the 

MSA section 79 committee to assist Council in playing its oversight role on the 

administration matters of the municipality. 

 

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

before the start of the new financial year (i.e. in August 2016) a time schedule that sets 

out the process to revise the IDP and prepare the annual budget. The Mayor tabled the 

required IDP process plan and budget timeline schedule in line with the applicable 

legislation. The IDP process plan and budget timeline schedule were tabled to Council 

during August 2016 

 

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

the annual budget. They were given until the end of November 2016, in order to allow the 

Budget & Treasury Office to undertake the technical compilation of 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 2017 as stipulated in the MFMA. 

 

Council having approved the draft budget, the municipality must embark on the public 

participation process. Annual budget and IDP of the municipality will be placed at 

municipal offices and libraries and communities and relevant stakeholders were requested 

to provide inputs on the tabled budget. The Mayor, assisted by Councillors and Municipal 
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Officials will embark on the community consultations at various wards within the 

municipality. 

 

 

The public participation processes is used as an arena for co-management in which the 

community and the municipality decide together where and how the resources will be 

allocated. Furthermore, it is the objective of the municipality to move away from informing 

the community about what it plans to do, but rather to allow the community to influence 

development and resource allocation. 

 

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

plan 

 

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

terms of section 34 of the Municipal Systems Act. It stipulates that a Municipal Council 

must review its integrated plan annually in accordance with an assessment of its 

performance measurements in terms of section 41; and to the extent that changing 

circumstances so demand; and may amend its integrated development plan in accordance 

with a prescribed process.  

 

The Annual Budget and the IDP are inextricably linked to one another, something that has 

been formalised through the promulgation of the Municipal Finance Management Act in 

2004.  

 

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

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

budgetary allocations for both capital and operating expenditure need to be undertaken 

in a manner that will not only ensure that the IDP outcomes are achieved but also leads 

to the municipality’s vision being realized. This ensures that the IDP directs the 

development and implementation of projects. 

 

Over the years, Auditor General has been raising exceptions that the Integrated 

Development Plan and Annual Budget are not aligned to each other. Furthermore, the Key 

Performance Indicators were not measurable and with no target dates. The performance 

management system is also not effective at the municipality as there is no dedicated unit 

or official entrusted with performance management. This in essence affected the audit 

opinion of the Auditor General on the predetermined objectives (although this was not 

necessarily expressed / reported in the audit report). 
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For the 2017/18 financial year, quite substantial effort has been devoted 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. 

 

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 
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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.  

 

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 

2017/2018 

 

 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, however, the ratio of Tswelopele Local 

Municipality is almost 1.4, and this is not a good sign and the municipality may in 

future struggle to settle its liability 

 

 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 its 100% creditors 

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

Act 
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The anticipated performance of the municipality is on an acceptable level. 

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 budget related 

policies: 

4.1.  Review of credit control and debt collection policies 

 

The Municipality aims to increase the collection rate to 90% by the end of 2017/2018 

Financial Year 

 

Despite a credible policy that has been adopted by Municipal Council for the 2016/17 

financial year, there has been a great challenge in terms of its effective implementation. 

Failure to adhere to the policy and ineffective procedures has led increase in debtors. 

Robust credit control will come handy for the municipality to collect the budgeted revenue 

and the current outstanding debtors. 

 

One of the deliverables for the Chief Financial Officer is the development of a revenue 

enhancement strategy with view of increasing revenue collection. However, the culture of 

non-payment for services has inculcated into the community. As such political will, support 

and buy-in will be essential to change the mind-set of the communities.  

 

Credit Control and debt collection policy for 2017/2018 financial year has been reviewed. 

 

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 2016/2017 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). 
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4.3. Supply Chain Management Policy 

 

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

reviewed on an annual basis since then. The policy was further supplemented by the 

adoption of the Procurement Policy.  

 

SCM Policy was reviewed for 2017/2018 financial year. 

 

4.4. Budget and Virement Policy 

 

A submission will be made to Council for approval of both the budget policy and virement 

policy distinct from each other. These policies are aimed at guiding the municipality in 

terms of compiling a credible and funded budget as required by the MFMA and also to 

guide the municipality in terms of shifting of funds during the financial year. In addition 

to these policies, the mid-year budget assessment is used to guide and inform the mid-

year performance review and adjustment budget process.  

 

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

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

establishing an increased level of discipline, responsibility and accountability in the 

financial management practices of municipalities. 

 

4.5. Investment Policy 

 

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

during 2017/18 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. 
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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.  

 

Tariff policy for 2017/2018 financial year has been reviewed. 

 

4.7. Property Rates Policy 

 

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

the Council can determine fair, transparent and affordable charges that also promote 

sustainable service delivery, the policy is directly informed by section 229 of the 

Constitution of the Republic of South Africa and the Municipal Property Rates Act, act 6 of 

2004.  

The property rates policy for 2017/2018 financial year has been reviewed in line with the 

amendments to Municipal Property rates act. 

 

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 has been 

reviewed for 2017/18 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 other than the move to say, that only indigent household be 

provided with free basic electricity. 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 over R58.4 million, and it is in the light of the above that the policy was 

reviewed. 

4.10. Related Policies 

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

Annual Budget of the Municipality: 

 Customer Care Policy 
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 Deposit Policy 

 Petty Cash Policy 

 MFMA delegations 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 6.36%, Refuse 6.36%, water 6.36%, Electricity 1.88% and 

property rates 6.36%. Salaries are budgeted for an increase of 7.36%, this is informed by 

South African Local Bargaining Council collective agreement on salaries, the agreement 

was concluded in 2016, and it is effective until 2019. 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. No allocations as per the 2017 annual Division of Revenue Act will be withheld / 

offset by the National Treasury or paid back to the National Revenue Fund due to 

non-spending/non-compliance to conditions of the grants; 

 

4. 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; 

 

5. Filling of vacant posts will be prioritised taking into account the cash flow 

projections of the municipality. 

6. Overview of the funding of the budget 

 

MFMA section 18 states that the expenditure of the budget may only be funded from: 

http://www.tswelopele.gov.za/
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 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 budget totals R 143 million and is funded from: 

 Grants  

 Service Charges 

 Other revenue 

The capital budget of the municipal totals R 51.7 million, and is funded from: 

 Municipal Infrastructure Grant 

 Regional Bulk Infrastructure Grant 

 Electricity demand grant 

7. Expenditure on Allocations and Grant Programmes 

 

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

 Financial Management Grant 

Total allocation to Tswelopele Local Municipality is R 1 900 000, the condition of the grant 

is that the municipality must appoint five (5) financial interns, the municipality has 

appointed Six (6) interns and the stipends will be R 720 000, the grant is used for training 

of the municipal budget and treasury office officials, the grant will also be used to fund 

Standard chart of account (SCOA) Project. 

 

 Municipal infrastructure grant 

The total allocation is R 16 704 000 and this amount will be spent on the following 

projects: 

 Upgrading of water treatment plant – Tikwana 

 Construction of a 2km paved road and storm water - Phahameng 

 Upgrading of Sports fields – Tikwana 

 Construction of Toilet Structures & Sewer Reticulation and Connections 

– Tikwana 

 



55 | P a g e  
 

 Expanded Public Works Grant 

As per the division of Revenue Act, the Municipality will receive R 1 000 000 for EPWP 

projects 

 

 Regional Bulk Infrastructure Grant 

 

A total of R 25 000 000 has been allocated for rehabilitation of waste treatment plant in 

both Hoopstad and Bultfontein. 

 

 Electricity demand Grant 

A total of R 10 million has been allocated to Tswelopele for Electricity network upgrades. 

8. Allocations made by the municipality 

 

Tswelopele Local Municipality uses equitable share to subsidise indigent households, the 

following table depicts this situation: 
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Every household receives 6 kl of water and indigent households receive 50 kwh of 

electricity, and the households that are 100% indigent also receive free sanitation and 

free removal of refuse. 

9. Councillor and board members allowance and employee benefits 

 
The actual increase will be determined when the Government Gazette on the Upper Limits 
of Councillors is issued and the necessary processes as per the gazette will be followed 
prior to implementation. 
 
The Municipal System Act requires the Municipal Manager to develop a staff establishment 
for the municipality within a policy framework determined by the municipal council and 
subject to any applicable legislation. The Municipal Manager must submit the staff 
establishment to Council for consideration and approval. The Municipal System Act further 
requires the Municipal Manager to provide a job description for each post on the staff 
establishment and to attach to those posts the remuneration and other conditions of 
service as may be determined in accordance with any applicable labour legislation. 
 
The increase on employee benefit was according to the South African Local Bargaining 
Council collective agreement. 
 

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

10.  Contracts having future budgetary implications 

 

In terms of regulation to the Municipal Finance Management Act, long term contracts are 
contracts that are more than 3 years and as such, the municipality do not have such 
contracts and further does not intend to enter into contracts that have future budgetary 
implications. In terms of the municipality’s Supply Chain Management Policy, no contracts 
are awarded beyond the medium-term revenue and expenditure framework (three years). 
In ensuring adherence to this contractual time frame limitation, all reports submitted to 
either the Bid Evaluation and Adjudication Committees must obtain formal financial 
comments from the Budget and Treasury Office. 
 

11. Capital Expenditure Details 

The total allocation for the 2017/18 financial year is R 51 700 000 and this amount will be 
spent on the following major projects:  
 

 Construction of sewerage network: Tikwana     
 Upgrading of Sports-fields: Tikwana      
 Upgrading of Roads - Phahameng 
 Upgrading of Water reticulation – Entire Municipality 

 Upgrading of Electricity reticulation -  Bultfontein and Hoopstad 
 Construction of Toilet Structures & Sewer Reticulation and Connections – Tikwana 
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12. Legislation Compliance 

Compliance with the MFMA implementation requirements have been substantially adhered 
to through the following activities: 
 
1. In year reporting 

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

 
2. Internship programme 

 
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 on a draft stage, the Draft SDBIP was tabled to council 
on the 30th March 2017  

 
6. Annual Report 

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

7. Integrated Development Plan 
  
     The IDP of the Municipality were tabled on the 30th March 2017 together with the   
     Budget of the municipality 
 
8. Tabling of the annual budget 

 

      The Annual budget of the Municipality was tabled on the 30th March 2017.  

 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 
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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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13. Quality Certificate 

 

_________________________________________________ 

P.O. Box 3      Tel: 051 853 1111 

Bultfontein      Fax: 051 853 1332 

9670       e-mail: toois@tswelopele.org 

 

MUNICIPAL MANAGER’S QUALITY CERTIFICATE 

 

I, MATIRO MOGOPODI, Municipal Manager of TSWELOPELE LOCAL MUNICIPALITY 

(FS 183), hereby certify that the Annual Budget and supporting documentation have 

been prepared in accordance with the Municipal Finance Management Act and the 

regulations made under the act, and that the annual budget and supporting documents 

are consistent with the integrated development plan of the municipality.  

mailto:toois@tswelopele.org

