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DRAFT BUDGET: 2022/23 FINANCIAL YEAR AND FORECASTS 2023/24 AND 

2024/25. 

REPORT from the Municipal Manager 

 

Purpose: 

For Council to: 

 Approve the draft Operating, Capital and Personnel Budgets for the 

2022/2023 financial year and MTREF in terms of Section 16(2) of the 

Municipal Finance Management Act (Act No. 56 of 2003) as amended; 

 

 Recommend the consideration of the information required under Section 

17(3) of the Local Government: Municipal Finance Management Act (Act 

No. 56 of 2003) as amended; and 

 

 Approve the 2022/2023 draft budget and be taken for public consultation 

in April/ May 2022. 

 

Background: 

The capital, operational and personnel budgets of council for the upcoming 

financial year 2022/23 have been compiled and are submitted herewith for 

discussion. In addition forecasts of the requirements for the following two 

financial years have been made and are provided for consideration. 

The following macro-economic forecasts were taken into consideration when 

preparing the table budget for 2022/23 budget year and MTREF. 

Macroeconomic performance and projections, 2020-2025 

Fiscal year 2020/21 Actual 2021/22 
Estimate 

2022/23 2023/24 2024/25 

CPI Inflation 2.9% 4.5% 4.8% 4.4% 4.5% 

 

 

 

 



Discussion: 

Part 1 

Executive summary: 

The draft operational Budget for the 2022/23 financial year is based and 

benchmarked on the operational budget for the 2021/22 financial year. The 

draft budget has been prepared in terms of National Treasury Format. The 

estimated CPI for2021/22 financial year is 4.5% and it is expected to increase in 

the coming budget year of 2022/23 to 4.8% this information is extracted from 

the STATS SA CPI index and the MFMA Circular No. 115 of the National Treasury. 

 

The draft budget deals with the operating budget and tariff proposals as well as 

the capital budget and funding sources to ensure that Phokwane local 

municipality is rendering services to their local community in a financially 

sustainable manner. The application of sound financial management principle is 

compilation of Phokwane’s long term financial plan is important and important 

to ensure that the municipality remains financial viable and that municipal 

services are provided sustainable. The process of developing a draft are guided 

by strategic plans and operational priorities of Integrated Development Plan as 

well as the MTREF that sets out the expected annual revenue and the projected 

expenditure for the budget year under review and the two outer years. 

The municipality is currently implementing Financial Recovery Plan which seeks 

to improve the financial position, service delivery and governance. Although 

there is no significant improvement since implementation of the Financial 

Recovery Plan due to no senior management which are critical position, unstable 

politics and financial challenges.  

 

National Treasury issued MFMA circular No.115. The circular give guidance or 

focuses on 2022/23 Budget process, treasury grants allocations, Municipal 

Standard of Chart Accounts (Mscoa), maximising revenue base on 

municipalities, funding choices, employee related cost and remuneration of 

councillors, Eskom tariffs and bulk purchases, and submission of the budget to 

National and Provincial Treasury. 

 



Main Challenges experienced during the compilation of the 2022/23 MTREF can 

be summarised as follows: 

 Weak economic performance and revenue shortfalls. 

 High unemployment rate within Phokwane Municipality. 

 Difficulty in implementing credit control policy due to community 

resistance. 

 Increase in repairs and maintenance cost of infrastructure assets of the 

municipality. 

 Maintaining a positive cash flow and a funded budget. 

 Lack of reliable supply of municipal services. E.g Electricity and water 

supply and removal of refusal 

 Infrastructure (water, roads and sewerage) that has aged. 

 A huge backlog with electricity connections, access to piped water and 

hygienic toilets and increasing informal dwellings.  

 Increasing in employees related cost due to overtime and standby. 

 Slow implementation of the municipal financial recovery plan as a result 

of financial constraints. 

 High price of fuel (due to the war between Russia and Ukraine) which also 

affect South Africa economy.   

 

The above mentioned challenges will continue to put more pressure on the 

revenue of the municipality, hence it is important that the implementation of 

the Municipal Financial Recovery Plan is given a high priority and fast track. 

Spending on non- essential items must be eliminated and also reduce and limit 

spending on non-priority expenditure. 

 

The municipality tariff increase is linked to inflation. This was done to ensure 

that tariff increase are at levels that reflect an appropriate balance between the 

affordability to poorer household and other customers while ensuring financial 

sustainability. And the tariffs charged on service do reflect the cost of providing 

the service (cost reflecting), the management of the municipality must ensure 

that all priorities around Phokwane are metered for electricity and water, and 

they are billed on actual consumption. 

The draft budget for 2022/23 was prepared on a payment rate of 70%. The 

actual average payment rate as at the end of February 2022 was 46% and 



anticipated to increase as the implementation of Municipal Financial Recovery 

Plan is expected to improve revenue. 

The assumptions on which 2022/2023 budget was prepared are as follows: 

 Proposed increase on tariffs be linked to inflation rate of 4.8%, except 

electricity tariff. 

 Proposed increase on employee related cost for 2022/23 budget year is 

4.8%. 

 Proposed increase on electricity tariff by Eskom was 20.5 per cent in 

2022/23 as per the MFMA circular No. 115. NERSA has approved a 9.6 per 

cent tariff increase for Eskom starting from April 2022 and this figure 

accounts for a 3.49 per cent increase in 2022/23 

 Reduction of distribution losses on electricity and water through 

reduction of theft on municipal services. 

 Both incremental and zero base budgeting were used. 

 Revenue enhancement strategies and cost curtailment measure through 

implementation of Municipal Financial Recovery Plan. 

 

OPERATIONAL REVENUE BUDGET FOR 2022/2023 

Table 

 

1. General 



Revenue management is fundamental to the financial sustainability and 

therefore municipal revenue strategy needs to be built around the following 

key components: 

 Effective implementation of the credit control policy; 

 Meter reading based on technology (usage of devices that are online 

linked with the billing system. And chair I’m happy to say this 

technology is what our municipality is using); 

 Removal of illegal connections; 

 Protective structure to prevent tempering and theft; 

 Improve customer relation and promote culture of paying; 

 Reduction on distribution losses on electricity and water; 

 Indigent register management to make sure that only qualified 

households are benefitting from free basic services; 

 Expand revenue base through implementation of valuation and all 

interim valuation rolls; 

 Ensuring that the table budget is funded and 

 Use of debt collectors to support the efforts on debt management ( 

this model as municipality we tried to use but it didn’t work as those 

debt collectors were not collecting much during the Administration of 

Mr. Ndwandwe). 

 

The budget for 2021/22 were used as the baseline to project the revenue 

for the budget year and the two outer years, to ensure budget projections 

are realistic and can be achieved. The Municipal Financial Recovery Plan 

was take into consideration when determining the projected revenue. 

Proposed increase on services charges and property rate are as follow: 

Table 

Service 
description 

2020/21 2021/22 2022/23 2023/24 2024/25 

Property 
rates 

4.9% 4.9% 6% 4.4% 4.5% 

Electricity 8.1% 4.8% 6% 4.4% 4.5% 

Water 4.9% 4.8% 6% 4.4% 4.5% 

Sanitation 4.9% 4.8% 6% 4.4% 4.5% 

Refuse 4.9% 4.8% 6% 4.4% 4.5% 

 



 

Assessment rate: 

 The property rates will be levied on the total market value of the property 

in accordance with the Property Rates Policy. The proposed increase for 

2022/2023 financial year is 6.00% 

 

Table 

 

Electricity:  

 NERSA has approved electricity increase of  9.6% for Eskom and this figure 

accounts for a 3.49 per cent increase in 2022/23 

 The municipality will apply for a tariff that is cost reflective which will take 

into account the cost of providing electricity and also technical 

distribution losses. 

Current Tariffs 

2018/19 FY                                                      

New Tariffs 

2019/20 FY @6%                                                               

Domestic conventional 

Electricity :  Basic  Charge  

 

R137.95                                

Domestic conventional 

:Basic Charge   

 

R146.22                                

 

0-50kwh 0.9362c/kWh 0-50 kwh 0.9362c/kWh  

51-350kwh 1.1746c/kWh 51-350kwh 1.1746c/kWh  

351-600kwh 1.7909c/kWh 351-600kwh 1.7909c/kWh  



>600kwh 1.9527 c/kWh >600kwh 1.9527 c/kWh  

Domestic Prepaid  

                            <60 Amps 

:  Basic Charge  

 

R137.95 

Domestic Prepaid  

                            <60 Amps 

:  Basic Charge  

 

R146.22 

0-50kwh 0.9362c/kWh 0-50 kwh 0.9362c/kWh 

51-350kwh 1.1746c/kWh 51-350kwh 1.1746c/kWh 

351-600kwh 1.6517c/kWh 351-600kwh 1.6517c/kWh 

>600kwh 1.8367c/kWh >600kwh 1.8367c/kWh 

Commercial  Pre -paid 

    >60 amps 

:Energy Charge(c/kWh)  

 

           

1.9623c/kWh 

Commercial  Pre -paid 

    >60 amps 

:Energy Charge(c/kWh)                        

 

           

1.9623c/kWh 

    

Commercial Tariffs 

 

 Commercial Tariffs 

 

 

Electricity:   

Business <200 amps 

:Basic  charge   

:Energy Charge  (kwh)  

 

 

R531.42 

1.6601c/kWh 

Electricity:   

Business  <200 amps 

Basic  charge  

:Energy Charge  (kwh)  

  

R531.42 

1.6601c/kwh 

       

Business >200amps 

Demand Charges(R/kVA) 

(Bulk consumers) 

 

:Basic  Charge  

:Energy Charge (kWh)  

 

R197.23 

 

 

R3621.72 

1.2484c/kWh 

>200amps 

Demand Charges(R/kVA) 

(Bulk consumers) 

 

:Basic  Charge  

 

:Energy Charge (kWh)  

         

R197.23 

 

 

R3621.72 

 

 

1.2484c/kWh 

Government/Schools & 

Sport Clubs  

   

:  Basic  charge  R136.41 :  Basic  charge  R136.41 

:  Energy Charge 1.4460 :  Energy Charge 1.4460 

Churches/NGO organizations  

basic charge 

energy charge 

 

R136.41 

1.4513 

 

Basic charge  

Energy charge 

 

R136.41 

1.4513 

    

 

 

Water: 



The municipality water demand is high a day. The rand value increase on 

household and business consumers will be as follow: 

Table  

   

 

WATER: 2018/2019 WATER:  @6% 2019/2020  

Residential      0-6kl R8.67 Residential             0-6kl R9.19  

                         6-10kl R13.24                                  6-10kl R14.03  

                         10-50kl R15.20                                  10-50kl R16.11  

                         50-100kl R17.75                                  50-100kl R18.81  

                         100kl> R21.20                                  100kl> R22.47  

Commercial    0-6kl R13.24 Commercial:           0-6kl R14.03  

                        6-10kl R15.20                                  6-10kl R16.11  

                        10-50kl R17.75                                  10-50kl R18.81  

                        50-100kl R21.20                                  50-100kl R22.47  

                        100kl> R22.56                                  100kl> R23.91  

Schools and sport clubs:  0-6kl                                  R8.67 Schools and sport clubs:    0-6kl R9.19  

                                           6-10kl R13.24                                             6-10kl R14.03  

                                           10-50kl R15.20                                             10-50kl R16.11  

                                          50-100kl R17.75                                             50-100kl R18.81  

                                          100kl> R21.20                                             100kl> R22.47  

NGO’S:                               0-6kl R0.00 NGO’S:                                 0-6kl R0.00  

                                          6-10kl R0.00                                             6-10kl R0.00  

                                          10-50kl R0.00                                             10-50kl R0.00  

                                          50-100kl R0.00                                             50-100kl R0.00  

                                          100kl> R21.20                                             100kl> R22.47  

 



 A 6 kl of water is free for all qualifying indigent consumers. 

Sewer: 

 The rand value increase on household and business consumer will be as 

follow: 

Table:  

SEWAGE 2021/2022 SEWAGE @6.00% 2022/2023 

Residential  R131.96 Residential  R113.16 

Commercial:  R233.20 Commercial:  R247.19 

Vacume R193.48 Basic per toilet per month  R205.09 

Basic per basin per month  R24.45 Basic per basin per month  R25.91 

 

Refuse Removal: 

 The proposed increase in respect of refuse removal is 6.00% 

 The refuse removal services tariff is mainly affected by a high labor 

component, the petrol price increase above the inflation and an increase 

in vehicle maintenance of refuse vehicles. 

 The rand value increase on household and business consumer will be as 

follow: 

Table:  

REFUSE  2021/2022 REFUSE @6.00% 2022/2023 

Residential  R80.38 Residential  R85.20 

Commercial  R125.18 Commercial  R132.69 

Bulk holders R1477.56 Bulk holders R1566.21 

Schools  R63.9 Schools  R67.73 

 

2. Impact on Revenue Budget: 

Revenue budget for 2022/2023 financial year amount to R341.8million and this 

reflects an increase of R4.5million when compared to revenue adjustment 

budget for 2021/2022 financial year amounting to R346.3million.The decrease 

is due to a decrease in some user charges such as electricity which was adjusted 

to R117.4million for 2021/22 and decreased to R103.6million in 2022/23 



financial year, this shows a decrease variance of R13.8million. Revenue budget 

for outer years amounts to R371.1million for 2023/2024 and R389.7million for 

2024/2025 financial years. 

 

a) Property rate budget for 2022/23 financial year amounts to R43.3million 

and reflects an increase when compared with the adjusted budget 

revenue of R40.8million and have increase variance of R500thousand. 

b) Electricity remains the largest source of revenue with an amount of 

R103.6million budgeted for 2022/23 financial year and was reduced from 

R117.4million. It constitute 30.3% of the revenue of the municipality 

c) Revenue from water budgeted for 2022/2023 amounts to R24.7million 

and reflect a decrease, when compared with 2021/22 adjusted budget of 

R38.1million. For us not anticipating much on those two user charges is 

for the municipality to have a funded budget.  

d) An amount of R14.3million has been budgeted for sanitation and will 

increase with an amount of R1.6million when compared with an adjusted 

budget of R12.7million for 2021/22. Refuse budget will be increased from 

R1.8million to R2.5million in 2022/23 financial year. The increase on these 

line item will be attributed from tariff increase. 

e) Revenue of rental of facilities and equipment will increase from 

R500thousand to R524thousand in 2022/23 financial year. The increase is 

linked to the inflation rate of 4.8%. The municipality will also engage in 

the process of reviewing lease contract to ensure that properties are 

strictly used for the purpose they have been leased out for and manage 

the payment agreed on for. 

f) Interest on investment will increase to R3.1million for 2022/23 budget as 

compared with the adjustment budget for 2021/22 of R3million. Increase 

is attributed to additional investment that will be made on call 

investments. This call investments account are made of funds from the 

grants which are withdrawn as and when a service provider for the 

projects needs to be paid.   

Description 

 Adjustment  
Budget  
2021/2 2 

 Draft Budget  
2022/23  

 Draft Budget  
2023/24  

 Draft Budget  
2024/2025  

Total Operating Revenue 314 127 620      331 065 052   357 357 456   385 696 415   

Total Operating Expenditure 310 528 896      324 973 087   347 611 869   371 941 149   

Surplus/Deficit 3 598 724           6 091 965         9 745 587         13 755 266       

Total Capital Expenditure 69 306 424         77 828 000       72 000 000       20 000 000       



g) Interest earned on outstanding debts has increased with an amount of 

R32million.  

 

h) The Equitable Share Grant is an unconditional grant assisting 

municipalities to supplement their operating revenue for their 

operational requirements and to provide relief to indigent household. 

 

The approved number to indigent as at the end of February 2022 was 2599. 

There were +/- 4300 application of which some were disqualified as they did not 

meet the requirements. The number of indigent is expected to increase to 3500 

in the 2022/23 financial year and will be subsidized. 

The following table reflect a subsidy per service. 

 

Other operational grants include Financial Management Grant for R3.1million; 

municipal infrastructure grant R29.5million and INEP amount to R15million 

 

OPERATIONAL EXPENDITURE BUDGET FOR 2022/2023 

Table  

 

 

The expenditure framework for 2022/2023 MTREF is informed by: 

 Unbalance budget constraints where the operating budget expenditure is 

exceeding operating budget revenue. 



 Funding of the budget over the medium term which is informed by 

Section 18 of the MFMA. 

 Repairs and maintenance 

 Capital programme 

 High petrol prices 

 Bulk purchases costs for electricity and water 

 Eliminating spending on non-priority items 

 Cost curtailment measures 

 Less financial resource towards meeting the projects as identified in the 

IDP. 

 

The operational budget provides for the total operating expenditure for 

2022/2023 financial year for R489million, in 2023/24 financial year 

R524.1million and 2024/25 financial year for R553.8million.  

There is an increase of R900thousand when taking the adjustment budget for 

2021/22 financial year of R488.1million into consideration and compare to the 

proposed budget of R489million. 

Main reason for significant increase or decrease in 2022/2023 operational 

expenditure budget are the following: 

a) Remuneration. The employee element of the personnel budget amount 

to R101.9million 20.8% of the total expenditure budget. 

Remuneration of councillors will increase from R5.million to R5.3million 

when compared to the adjustment budget for 2021/22. For 2022/2023 a 

provision for councillors upper limits on councillors remuneration have 

been considered. 

 

b) Bulk purchase. Bulk purchases (Electricity and Water) will remain the 

same as the adjusted budget for 2021/22 as R96million. Bulk purchases 

constitute 19.6% of the operational expenditure budget. NERSA has 

approved a 9.6 per cent tariff increase for Eskom starting from April 2022 

and this figure accounts for a 3.49 per cent increase in 2022/2023. Budget 

for bulk water purchase in 2022/2023 will increase to R45.4million. 

c) Provision for bad debts. For 2022/23 financial year an amount of 

R87.4million is provided for provision of bad debts. The calculation for 



provision for doubtful debt is based on budgeted collection rate of 70% 

and also takes into account the revenue enhancement strategies. 

d) Inventory consumed and contracted services.  The municipality remains 

committed to maintaining the infrastructure and an amount of 

R75.2million is provided for inventory and R22.4million for contracted 

services for the 2022/2023 financial year. Most of the budget on 

contracted services is for the following services: 

 Provision of security services for the municipality – R5million 

 Maintenance of the financial system –R3million 

 Consultant AFS preparations –R3million 

 Auditor General for audit purpose – R3million 

 Legal Fees- R1.3million 

Repairs and maintenance will be decrease from R13.2million to R11.2million. 

e) Depreciation. Provision for depreciation has been informed by the asset 

register. Budget appropriation on depreciation for 2022/2023 financial 

year amounts to R70.9million. 

f) Transfers and subsidies. For the 2022/2023 financial year a budget of 

R1.4million has been made available. 

g) Other expenditure- has increase form R16.4million to R28.2milion for 

2022/23 

h) The overall budget for 2022/2023 financial year reflect a deficit of 

R147.2million, and for 2023/24 a deficit of R152.9million and R164million 

for 2024/2025. The deficit is mainly cause by the increase in the provision 

for debt impairment as a results of a low payment rate. 

CAPITAL EXPENDITURE BUDGET 

When there is political instability in a municipality it affect the capital project. 

And this is one of the greatest challenges facing municipalities on the public 

perception on service delivery. 

Hence capital investment is critical important to sustain growth, rehabilitate 

ageing infrastructure and eradicate service delivery backlog.  

Therefore capital financing has taken into consideration the following: 

 Ensure that capital programme is based on the IDP 

 Expedite spending on capital projects especially on projects that are 

funded from conditional grants. 



 Explore new ways to funds capital project from own fund. 

 Maximizing of infrastructural development through utilization of all 

available source. 

 

The proposed capital expenditure for the 2022/2023 financial year amounts to 

R196.3million; R200.2million for 2023/2024 financial year and an amount of 

R210.9million for 2024/2025 financial year. 

This constitute a total capital expenditure framework of R607.4million over a 

period of three years of which R27.5million own funds, and R33.1million 

government grants. 

The capital expenditure for 2022/2023 financial year will be funded as fellow: 

Table  

Capital Program as per IDP Amounts in R,000 

Municipal Infrastructure Grant (MIG) R27 569 

Integrated National Electrification Program (INEP) R29 538 

Water Service Infrastructure Grant (WSIG) R10 000 

Financial Management Grant (FMG) R3 100 

Equitable share R126 099 
 

Own Funding  

TOTAL R196 306 

 

CASH FLOW BUDGET 

Cash flow management and forecasting is an important step in determining 

whether the budget is funded over the medium term. 

The projected net cash from operating activities for 2022/2023 financial year 

amounts to R111.7million, the projected cash used on investing activities 

amounts to R109.9million. For 2022/2023 financial year the municipality is 

expected to realise a surplus of R7.6million. 

Cash flow statement (table below) clearly indicates that the budgeted cash 

outflow to operating activities is sufficient as it reflects a positive of 

R111.7million. The municipality’s target for 2022/2023 financial year is to collect 

at least 20% of the total outstanding debt through intensifying collection 

strategies (using budget funding plan/ strategy). 



Table: cash flow 

 

STRATEDIES TO BE ADOPTED TO FUND THE BUDGET 

 

The municipality has discovered that its revenue or cash challenges stems on 

distribution losses on electricity and water, lack of consumer awareness on the 

need to pay municipal services, lack of implementation of credit control policy. 

Hence the implementation of revenue management and revenue enhancement 

strategies is paramount for the realisation of additional revenue using Financial 

Recovery Plan. 

One of the main strategy adopted to fund the budget is to split trade creditors 

(Eskom and water board {Vaalharts water and Sedibeng} as its main creditors 

which has a huge outstanding balance) into short and long term. Debt that is 

more than 1 year will be amortised over a long term liabilities (long term trade 

creditors). This bring the balance for current liabilities low. A payment plan will 

be developed once the municipality meet with the creditors. It must be noted 

that was a payment plan with Sedibeng but was not honoured and it must be 

noted that currently the municipality does not have any payment plan 

agreement with Eskom. 

The following strategies and assumption have adopted for a funded position: 



 Perform a complete meter audit.  

 Performing a physical verification of all services connection points.  

 Perform a complete indigent verification. 

 Analysing electricity and water losses and draft a loss control program. 

 Intensifying cut-off on consumer not paying. 

 Penalty charge on illegal connection. 

 Negotiate with creditors to enter into an affordable long term repayment 

agreement. 

 Enforce credit control and debt collection policy 

  Improving the accuracy of billing 

 Introduction of an incentives to people reporting illegal connection 

 

 

 

PART 2: 

 

Draft Budget Related Policies for 2022/2023 Financial Year 

 

1. Budget Policy 

2. Credit Control and Debt Collection Policy 

3. Subsistence and Travel Allowance Policy  

4. Tariff Policy 

5. Supply Chain Policies 

6. Property Rates Policy 

7. Tariff Listing 

8. Indigent Policy 

9. Cost Containment Policy 

10.  Investment and Cash management Policy 

 


