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FINAL 2021-2022 BUDGET & MTREF  NOTES BY THE EXECUTIVE MAYOR OF CITY OF 

MBOMBELA, CLLR S P MATHONSI 

31 MAY 2021 

The Honourable Speaker of Council, Cllr M. GS Siwela 

Honourable Chief Whip of Council, Cllr M. Nsimbini 

Honourable Party Whips  

Honourable Councillors  

The City Manager & Senior Management of the municipality 

Good Day 

 

Honourable Speaker, we appreciate the opportunity to present the final 2021/2022 Budget & Medium 

Term Revenue and Expenditure Framework (MTREF) for consideration by Council after the adopted 

draft budget was subjected to consultations and engagements with various stakeholders in compliance 

with the MFMA.  

We want to reaffirm that stakeholder management is an important aspect of local government as 

outlined in the Constitution of the Republic of South Africa thus it is considered as a measure for 

consensus, a measure for managerial administration, a measure for collaboration, a measure for 

accountability, an initiative for employees’ contribution, a measure to instil confidence, a dissertation to 

improve equality and a measure for corporate governance. 

Honourable Speaker and fellow councillors, countrywide we are beginning to see and feel the effects 

of the third wave of the COVID-19 pandemic. The rate of daily infections and hospital admissions are 

rising and our appeal to all communities is to remain vigilant as we cannot let our guard down at this 

time. The prevailing conditions have further pushed   global and national economy downward resulting 

to weaker economic growth. South Africa continues to experience a sharp decline in economic growth 

output due to these conditions.  

 

The fundamental risks to the South African economic outlook are weaker than expected economic 

growth, continued deterioration of the public finances and a failure to implement structural 

organizational reforms. A second and third wave of COVID-19 infections, accompanied by new 
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restrictions on economic activity, would have significant implications for the economic outlook. Rising 

unemployment and income losses have embedded existing inequalities measured using the Gini 

coefficient indicator. 

 

 

The municipality has a role to play in ensuring through the allocation of resources the budget and the 

medium-term revenue and expenditure framework that it contributes towards the alleviation of 

unemployment, poverty and inequality challenges. The Preferential Procurement Regulations enacted 

on 20 January 2017 that come into effect on 01 April 2017 provided mechanisms of ensuring there is 

local economic beneficiation and empowerment of emerging small business enterprises on the 

procurement system of the organs of the state.   

 

The municipality continues to consider the expanded public works programmes initiatives to create 

employment by utilizing labour intensive mechanisms on implementation of its capital programmes and 

rendering of certain services in response to the increasing unemployment rate. 

 

As the prospects of economic growth remains sluggish, the impact of this phenomena is that the 

municipality might experience insignificant improvement on the revenue generation and collection 

hence a conservative approach is advised for projecting revenue on the medium-term revenue and 

expenditure framework. The implications of insignificant improvement on the municipal revenue is that 

there should be a reprioritization of the municipal programmes and elimination of non-priority spending 

or expenditure to ensure the core service delivery programmes are not adversely affected by this 

situation.  

 

National Treasury guidance on the 2021 Local Government Elections 

The president of the Republic of South Africa, his Excellency President Cyril Ramaphosa has declared 

that local government elections will take place on Wednesday, 27 October 2021. 

 

In the build up to the 2021 local government elections, the financial sustainability of the city should be 

protected by all of us entrusted with the said responsibility. Now, more than ever before, it is paramount 

for sound municipal decision-making so that the long term sustainability of municipal finances and 

service delivery is achieved beyond the election period. Finances for the city has been unstable for the 
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past few years, and this was exacerbated by the financial impact of the COVID-19 pandemic. Therefore, 

there is severe pressure to maintain financially healthy cash-flows and increased cost containment 

measures while sustaining efficient service delivery levels. During the National Treasury Budget 

Engagement exercise held 28 May 2021, the City committed to ensuring that the operations as well as 

the enforcement of credit control and debt collection measures will be applied normal. This therefore 

means that collaborative leadership from both political and administration remains fundamental for the 

sustainability of the municipality. 

 

It is therefore imperative that the city refrain from suspending credit control and debt collection efforts. 

The city is also reminded of the regulatory framework set out in the Municipal Cost Containment 

Regulations in so far as it relates to the use of municipal funds to fund election campaigns and other 

non-priority issues as this might further impact the financial sustainability of the city. 

 

 

(a) Grants allocations to the municipality 

The City has been allocated the total grants allocation as follows: 

R1,343 billion for 2021/2022 financial year 

R1, 444 billion for 2022/2023 financial year 

R1,487 billion for 2023/2024 financial year 

 

The overall grants allocation has increased by 3 percent between 2020/2021 and 2021/2022 financial 

years, subsequently increases by 7 and 3 percent in 2022/2023 and 2023/2024 respectively. These 

grants will be utilized in accordance with their conditions in response to the municipal strategic 

objectives and priorities. 

 

The total capital expenditure grants amounts to R500 million for the 2021/2022 financial year which 

includes: 

R354 million for projects to be funded from Municipal Infrastructure Grant 

R69 million for electrification projects to be funded from Integrated National Electrification Programme 

R30 million for water projects to be funded from Water Services Infrastructure Grant 

R10 million for water projects to be funded from Regional Bulk Infrastructure Grant 

R30 million for projects to be funded from the Neighborhood Development Partnership Grant 
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The total operational grants for the budget year amounts to R844 million primarily including the 

Equitable Share allocation amount of R834 million. The equitable share is an unconditional grant used 

for indigent management and other operations of the municipality. 

 

 

(b) Revenue from property rates and services charges 

 

Honorable Speaker, let us remind ourselves of Section 18 of the Municipal Finance Management Act 

No 56 of 2003 which outlines that an annual budget may only be funded from: 

 

 realistically anticipated revenues to be collected; 

 cash-backed accumulated funds from previous years’ surpluses not committed for other 

purposes; and 

 borrowed funds, but only for the capital budget. 

 

 

The impact of the Covid-19 pandemic intensified the negative financial health situation and the city 

needed to reflect, relook, rethink, reconsider and pivot its strategy implementation in a number of ways. 

The Covid-19 has challenged the resilience of our strategies and thus left us with opportunities to review 

all our strategic plans for any future disruption that we may encounter.  

 

The city has been facing persistent cash flow constraints over the past financial years and has since 

resolved to focus on the following financial management and sustainability priorities: 

 

 Revenue enhancement initiatives 

 Cost optimization  

 Reduction of the accumulated creditors thus monitoring the execution of the approved creditors’ 

reduction plan. 

 Improving the audit outcome to unqualified opinion. 
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The above priorities will be executed collaboratively with service delivery provision focusing on: 

 Grant funding to be used for capital projects responding partly to social responsibility in 

disadvantaged communities 

 Internal funding to be used for completing existing capital projects and prioritizing revenue 

generating projects. 

 

The successful implementation of the strategies and plans also required the collaborative leadership 

from all of us. 

 

The city is required to balance between ensuring that it remains financially sustainable but also to 

ensure that the tariffs increase are affordable to the ratepayers and consumer of services, and indigent 

households are able to access free basic services. It is therefore prudent for all of us to make decisions 

for the long term sustainability of the municipality 

 

To be able to successfully implement the budget credibly, the service charges tariffs and property rates 

will increase at 6 per cent being the same increase for the 2020/2021 financial year which was reduced 

from the initially adopted 8 per cent increase to respond to the Covid-19 disruption when the 2020/2021 

budget was approved on 29 June 2020.  

 

The National Energy Regulator of South Africa (NERSA) as the regulatory authority of the energy sector 

has issued a municipal guideline for electricity tariff increase of 14, 59 percent. On the other hand, 

Eskom’s application was approved at 15, 06 % as a general increase however municipalities bulk 

electricity increase is 17,8%. The additional increase to municipalities is to enable Eskom to recover 

the lost revenue as municipalities can only be charged from 1 July 2021 while generally Eskom 

electricity tariffs increase is charged from 1 April 2021. 

  

Silulumanzi tariffs increase of  8,09 % is also determined in accordance with tariff model stipulated on 

the Service Agreement Four (SA 4) which takes the current consumer price indexes (CPI) per 

commodity plus a margin of a percentage and other economic factors into account. 

 

The 2021/2022 average increase for the tariffs and service charges within the non-concession area 

is 7, 78% with 8,67 % for the concession area. 
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The City has projected a 95% collection rate for current account and outstanding receivables. The 95% 

collection rate is challenging the municipality to ensure that the revenue optimization measures are 

aggressively implemented together with the approved financial recovery plan, revenue enhancement 

strategy, cost curtailment strategy and other plans. The enforcement of credit control measures must 

also be aggressively implemented in order to turnaround around the financial situation of the City. The 

concurrent execution of all these plans will certainly offer the successful turnaround of the City. It is 

also important to note that it is ourselves as leaders that must drive the successful implementation of 

any turnaround or change management strategy in any organization for that matter. 

 

The City is also considerate of the continuous increase on the indigent customers due to credit status 

change, the City will respond to those customers through various mechanisms such as the indigent 

management and other measures. 

 

The City has further engaged in a programme of collecting billing database for all its customers through 

the ‘Operation Tatise’ Initiative which is fully funded by the GIZ organization and will help the city to 

maintain accurate data for billing and future planning purposes. This project will further help to ensure 

that the problem of data cleansing is achieved and proper billing for services rendered will be found to 

be credible. The municipality will be able to undertake billing in all areas where services are rendered. 

 

The City will be implementing other revenue optimization measures such as ensuring that our suppliers 

have paid for the municipal rates and taxes through various verification processes to ensure recovery 

of municipal accounts.  

 

In applying all the stated underlying budget assumptions and indicators, the operating revenue budget 

will therefore amount to R3, 474 billion in 2021/2022 financial year, showing a 6 per cent or R205 

million from the 2020/2021 approved budget of R3, 269 billion and further increases to R3, 629 billion 

and R3, 789 billion respectively over the medium-term. The total operating revenue budget will 

therefore amount to R10, 893 billion over the medium term period. 
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Operating expenditure guidelines and assumptions 

National Treasury had extensively advised the city to drastically reduce its budget to meet the criteria 

for a credible and funded budget in terms section 18 of the Municipal Finance Management Act No 56 

of 2003. In response to the directive by National Treasury, the city has continued to apply a zero based 

budgeting approach in preparing the 2021/2022 budget, ensuring that all non-priority items are 

eliminated from the budget and only critical service delivery projects are provided for in the budget to 

continue delivering services to the citizens. 

 

The total operating expenditure budget for 2021/2022 financial year will amount to R3, 354 billion, 

shows a decrease of 7 per cent or R257 million from the 2020/2021 budget of R3, 611 billion. A 

budget amount of R3, 498 billion has been forecasted for the 2022/2023 budget year and subsequently 

increasing to R3, 629 billion in 2023/2024 budget year. The total medium term operating expenditure 

budget will amount to R10, 481 billion. 

 

The City has prioritized provision for maintenance of electricity, water, roads and other assets. The 

provision of the repairs and maintenance budget is a response to the outcry from the communities 

during the consultation process. 

A total amount of R207 million has been allocated for operating expenditure relating to service delivery 

as follows: 

 R43 million is provided for maintenance of water infrastructure to ensure sustainable water 

supply 

 R65 million is allocated for the resealing and maintenance of municipal roads given the current 

state of the roads infrastructure 

 R42 million is provided for the maintenance of electricity infrastructure assets 

 R12 million is allocated for the formalization and township establishment projects 

 

Provision of free basic services 

The City has a responsibility to provide social relief for the indigent customers. The provision of free 

basic services aims at reducing the impact of poverty and protecting the poor from the harsh economic 

realities. 

The social packages offered are in line with the indigent management policy and ranges from rebates 

and subsidies as follows: 
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Free Basic Water 6kl per month 

Free Basic Electricity 50kW per month 

Free Basic refuse removal 100 % subsidy on tariff 

Rebate on property rates Rebates ranging from 25% to 100% and first R100 000 market 

value being 100% exempted from rates. 

Free Basic Sanitation Services 6kl per month 

 

 

 

Capital expenditure guidelines and assumptions 

In responding to the IDP priorities and the response from the communities, the capital budget addresses 

a balance mix of new infrastructure and renewal of existing infrastructure. 

Given the financial constraints, the capital budget is funded primarily from the conditional grants as well 

as the limited internal funding capacity.  

The capital expenditure budget which is 16 per cent of the total expenditure budget, will amount to 

R617 million in 2021/2022 budget year, showing an increase of 12 per cent or R68 million from the 

2020/2021 budget of R550 million. The capital budget will further increase to R664 Million and R648 

million respectively over the medium-term. The city will be investing capital expenditure projects 

amounting to R1, 929 billion over the medium term. 

 

The capital expenditure budget will responding to the community needs as follows: 

 

In response to the community outcry and demands, the following water key projects will be 

implemented: 

  

a. Nsikazi North bulk water scheme budget of R170 million over the medium term,  

 

b. Upgrade of Suidkaap water treatment works in Barberton has been budgeted for R35 million 

in the medium term period. The upgrade of the scheme will enable provision of sustainable 

water supply to the community as part of the intervention previously committed. 
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c. Agnes Mine Package Plant & Truck Filling Point has been budgeted for an amount of R14 

million for the 2021/2022 financial year. 

 

d. In responding to the water challenges in White River, an amount of R43 million over the 

medium term has been provided for the upgrade of the Sand River pump station.  

 

e. Nsikazi South via Karino Bulk water scheme project has been budgeted for R45 million over 

the medium term period,  

 

f. Elandshoek Bulk Supply and Upgrading of Water Networks budget amounts to R20 million 

over the medium term period,  

 

g. Nsikazi North and Nsikazi South Water Reticulation projects for phase 3 budget amounting to 

R53 million over the medium term,  

 

h. Installation of Truck Filling Point & Steel Tank at KaBokweni has been provided a budget 

allocation of R3,5 million. This project is also part of the revenue enhancement initiatives. 

 

i. We are further want to indicate that we will complete the Market stalls at Plaston and Mahushu 

to respond to the outcry from our communities in those areas. The plan is to have them 

completed in the next three months. 

 

 

Honourable speaker and members of Council, the City of Mbombela adopted its Centralized Waste Disposal 

Strategy as a critical path to achieve the objectives of the Waste Act. The Central Waste Disposal Facility will 

receive waste for treatment to energy sources and final disposal. For the successful implementation of the 

Central Waste Disposal Strategy, waste transfer station facilities in all Regions will be required to support waste 

prevention and minimization and packaging for final disposal.  

The development of waste transfer stations will be implemented in a multi-year programme and  prioritized areas 

include Matsulu, Barberton, Hazyview, Msogwaba, Kabokweni, White River and Makoko. Acquisition of land in 

traditional authority areas for this purpose must commence immediately. 
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Roads infrastructure development and storm water budget for 2021/2022 financial year amount 

to R276 million and R679 million over the medium term period. This budget will complete the 

following infrastructure projects: 

 

a. Upgrade of Karino to Tekwane  road have been budgeted for R27 million over the medium term,  

 

b. Upgrade of gravel roads within Umjindi areas have been provided a budget of R28 million over 

the medium term,  

 

c. Umjindi Ext 15 -19 internal roads budget amounts to R14 million for the 2021/2022 financial 

year. 

 

d. An amount of R18 million will be spent for the Salubindza bus route during the 2021/2022 

financial year. 

 

e. Upgrading of Maminza Vehicle bridge projects has been budgeted for an amount of R3, 8 million 

for the 2021/2022 financial year. 

 

f. A total budget allocation of R8 million has been allocated for the upgrade of Tom Lawrence 

road in White River over the medium term period. 

 

The city will be spending more than R450 million in the medium term constructing new roads, 

constructing new bridges and upgrading of damaged infrastructure in various areas. 

 

  

Electricity supply and management infrastructure budget allocation will amount to R273 million 

over the medium-term and the allocation for 2021/2022 is R123 million as follows: 

 

a. The city will be implementing bulk electricity supply to Msholozi area and an amount of R17 

million will be spent over the medium term.  
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b. An amount of R70 million will be spent over the medium term on electrification of the following 

areas, Mlambongwane (250 households), Emjindini Trust (100 households), Msholozi (650 

households), Matsafeni (650 households).  

 

c. A total amount of R80 million will be spent over the medium term for the upgrading of the 

following substations, Anderson, Noordkaap, Montana and Valencia.  

 

d. Installation of High mast lights to various wards and Street Lights budget amount to R29 million 

over the medium term period. 

 

Sanitation and sewerage infrastructure budget allocation will amount to R243 million over the 

medium-term and the allocation for 2021/2022 financial year amounts to R48 million. 

 

a. The city will spend R92 million over the medium term on the upgrading and refurbishment of 

waste water treatment works in KaNyamazane, Barberton and Rocky’s Drift, 

b. Refurbishment and Upgrade of Rocky’s Drift Waste Water Treatment Works has been budgeted 

for R47million over the medium term, 

c. Mhlume sewer reticulation has been budgeted for R25 million over the medium term, 

d. An amount of R3 million has been budgeted for the Upgrade of the Tekwane South Bulk 

Sewerage Infrastructure for the 2021/2022 financial year. 

e. A total budget allocation of R6 million has been provided for the sewer reticulation of 600 

households in Verulam. 

 

Furthermore, the city will also implement community development projects as it continues to improve 

lives of the people of Mbombela. An amount of R64 million will be spent over the medium term to 

implement community development projects such as construction of community halls in Mbonisweni, 

Jerusalem, Chweni and eMjindini. Other projects include Upgrading of Masoyi Sports facilities and 

upgrading of Emjindini Multi-sports Complex. 

 

Honorable Speaker, the City consulted with National Treasury on the IDP and the budget in an 

engagement held 28 May 2021 and the following amongst others was noted and resolved: 
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 The City’s Budget was assessed under the four pillars namely financial health, Institutional 

arrangements, Service Delivery and Governance 

 The Institutional Arrangement lenses was sound given a number of factors such as the 

appointment of critical positions such as the MM and CFO 

 Service delivery assessment was fragile given the state of some of the service delivery 

infrastructure. The City was supported on an aggressive approach to provide for the 

refurbishment, repairs and maintenance of the infrastructure 

 Financial Governance was sound given the improved audit outcome from qualified to unqualified 

audit opinion as well as the compliance with the IDP and budget process plan. 

 Financial Health perspective was assessed as fragile given the need to turnaround financial 

distress situation but also maintaining the balance to ensure continued service delivery as well 

as maintenance of infrastructure assets  

o The need for the City to aggressively implement the approved creditors reduction plan as 

well as the revenue enhancement strategy 

o The 95% proposed collection rate realizable on aggressive implementation of the revenue 

optimization measures and other strategies as incorporated in the revenue enhancement 

strategy to give effect to the credible implementation of the budget 

o The leadership both political and administration have committed to enhancing revenue 

generation as well as turnaround of the City 

o There is a commitment from the City not to relax credit control and debt collection 

measures given the upcoming local government elections 

o The City to give quarterly progress report on the revenue optimization measures as well 

as the creditors’ reduction plan to monitor the realization of the 95% collection rate. 

 

We believe and trust that this budget Honourable Speaker addresses the needs of our communities 

thus it is community oriented and it fulfills our mandate entrusted in Chapter 152 of the Constitution of 

the Republic of South Africa. We further hope that this budget will lay a reasonably firm foundation for 

the next administration as we are heading towards the finish line of the current term of office. The 

undertaking we made in 2016 that we will strive for excellence in the manner we conduct our business, 

remains firmly entrenched in our minds.  
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The capabilities of our workforce and the determination and tenacity of the leadership will in due course 

collectively usher this municipality to the desired destination, “The City of Excellence, the Ultimate 

destination”. Our appreciation goes to the leadership, guidance and oversight provided by this Council 

over the years. The resilience of our workforce in the midst of all storms we have been through and the 

visionary leadership of those put in strategic positions in ensuring that the city delivers on its mandate 

in spite of all the challenges faced is highly commendable. 

 

 

To this end, Honorable Speaker we are therefore proposing the aforesaid final budget to be approved 

by Council for implementation during the 2021/2022 budget year and medium term period. 

 

I THANK YOU 


