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1. Constitution of RSA
Section of 229 the Constitution state that Municipal fiscal powers and functions.-(1) Subject to

subsections (2), (3) and (4). A municipality may impose- ((I) rates on property and surcharges on
fees for services provided by of the municipality. The Constitution of the Republic ‘of South Africa,
SS. 229 - 230A No. 108 of 1996 SS. 229 - 230A *(h} state that municipality if authorised by national
legislation may levy other taxes. Levies and duties appropriate to local government or to the
category of local government into which that municipality falls, but no municipality may impose

income tax, value-added tax, general sales tax or customs duty.

The power of a municipality to impose rates on property, surcharges on fees for (a) may not be
exercised in a way that materially and unreasonably prejudices national economic policies,
economic activities across municipal boundaries, or the national mobility of goods, services, capital
or labour; and services provided by or on behalf of the municipality, or other taxes, levies or duties-

(17) may be regulated by national legislation.

2. Subsidiary Legislative Requirements
2.1 Municipal Finance Management Act

Section 64, subsection 1 and 3 of the MFMA states that the accounting officer of a municipality is
responsible for the management of revenue. The accounting officer must for the purposes of
subsection take all reasonable to ensure:
(a) That the municipality has effective revenue collection systems consistent with section 95 of the
Municipal Systems Act and the municipality’s credit control and debt collection policy; the revenue
of the municipality.
(b} That revenue due to the municipality is calculated on a monthly basis:
(c) That accounts for municipal tax and charges for municipal services are prepared on a monthly
basis, or less often as may be prescribed where monthly accounts are uneconomical;
(d) That all money received is promptly deposited in accordance with this Act into the municipality’s
primary and other bank accounts;
(e) That the municipality has and maintains a management, accounting and information system
which- (i) Recognises revenue when it is earned;

(i) Accounts for debtors; and

(iii) Accounts for receipts of revenue;
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(f) That the municipality has and maintains a system of internal control in respect of debtors and
revenue, as may be prescribed;

(g) That the municipality charges interest on arrears, except where the council has granted
exemptions in accordance with its budget-related policies and within a prescribed framework; and
(h) That all revenue received by the municipality, including revenue received by any coilecting

agent on ifs behalf, is reconciled at least on a weekly basis.

The accounting officer must immediately inform the National Treasury of any payments due by an
organ of state to the municipality in respect of municipal tax or for municipal services, if such

payments are regularly in arrears for periods of more than 30 days

2.2 Municipal Systems Act

Section 74 of the Municipal Systems Act states that tariff policy of a municipal council must adopt
and impiement a tariff policy on the. levying of fees for municipal services provided by the
municipality itself or by way of service delivery agreements, and which complies with the provisions

of this Act, the Municipal Finance Management Act and any other applicable legisiation.

Atariff policy must reflect at least the following principles, namely that-
(a) Users of municipal services should be treated equitably in the application of tariffs
{b) The amount individual users pay for services should generally be in proportion to their use of
that service;
(c) Poor households must have access to at least basic services through-
(1) Tariffs that cover only operating and maintenance costs,
(i) Special tariffs or life line tariffs for low levels of use or consumption of services or for
basic levels of service: or

(it} Any other direct or indirect method of subsidisation of tariffs for poor households:

(d) Tariffs must reflect the costs reasonably associated with rendering the service, including capital,
operating, maintenance, administration and replacement costs, and interest charges;

(e} Tariffs must be set at levels that facilitate the financial sustainability of the service, taking into
account subsidisation from sources other than the service concerned,

(f) Provision may be made in appropriate circumstances fdr a surcharge on the tariff for a service;
(9} provision may be made for the promotion of local economic development through special tariffs
for categories of commercial and industrial users;

(h) The economical, efficient and effective use of resources, the recycling of waste, and other

appropriate environmental objectives must be encouraged;
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(i) The extent of subsidisation of tariffs for poor households and other categories of users shouid be

fully disclosed.

(3) A tariff policy may differentiate between different categories of users, debtors, service providers,
services, service standards, geographical areas and other matters as long as the differentiation does
not amount to unfair discrimination. By-laws to give effect to policy (1) a municipal council must
adopt by-laws to give effect to the implementation and enforcement of its tariff policy. (2) By-laws in
terms of subsection (1) may differentiate between différent categories of users, debtors, service
providers, services, service standards and geographical areas as long as such differentiation does

not amount to unfair discrimination.

General power to levy and recover fees, charges and tariffs (1) A municipality may- (a) levy and
recover fees, charges or tariffs in respect of any function or service of the municipality; and (b)
recover collection charges and interest on any outstanding amount. (2) The fees, charges or tariffs
referred to in subsection (1) are levied by a municipality by resolution passed by the municipat
council with a supporting vote of a majority of

Section 95 of the Municipal System Act state that the customer care and management In relation to
the levying of rates and other taxes by a municipality and the charging of fees for municipal services,

a municipality must, within its financial and administrative capacity-

(a) Establish a sound customer management system that aims to create a positive and reciprocal
relationship between persons liable for these payments and the municipality, and where applicable,
a service provider,

(b} Establish mechanisms for users of services and ratepayers to give feedback to the municipality
or other service provider regarding the quality of the services and the performance of the service
provider;

{c) take reasonable steps to ensure that users of services are informed of the costs involved in
service provision, the reasons for the payment of service fees, and the manner in which monies
raised from the service are utilised;

(d) Where the consumption of services has to be measured, take reasonable steps to ensure that
the consumption by individual users of services is measured through accurate and verifiable
metering systems;

(e) Ensure that persons liable for payments, receive regular and accurate accounts that indicate the

basis for calculating the amounts due;
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() Provide accessible mechanisms for those persons to query or verify accounts and metered
consumption, and appeal procedures which allow such persons to receive prompt redress for
inaccurate accounts; ‘

(g) Provide accessible mechanisms for dealing with complaints from such persons, together with
prompt replies and corrective action by the municipality;

(h) Provide mechanisms to monitor the response time and efficiency in complying with paragraph
(9) Provide accessible pay points and other mechanisms for settling accounts or for making pre-

payments for services.

Section 97 of the Municipal System Act state that contents bf policy a credit control and debt
collection policy must provide for-

(a) Credit control procedures and mechanisms;

(b) Debt collection procedures and mechanismis;

(c) Provision for indigent debtors that is consistent with its rates and tariff policies and any national
policy on indigents;

(d) Realistic targets consistent with- (1) genefa] recognised accounting practices and collection
ratios; and (ii) the estimates of income set in the budget less an acceptable provision for bad debts:
(e) Interest on arrears, where appropriate;

(f) Extensions of time for payment of accounts;

(g) Termination of services or the restriction of the provision of services when payments are in
arrears;

(h) Matters relating to unauthorised consumption of services, theft and damages; and (i) any other

matters that may be prescribed by regulation in terms of section 104, (2) A credit control and debt

2.3 Municipal Fiscal and Powers Act

The Minister may prescribe compulsory national norms and standards for imposing municipal
surcharges, which may include, amongst others, maximum muiicipal surcharges that may be
imposed by municipalities. (2) The norms and standards contemplated in subsection (1) may (a) in

respect of maximum municipal surcharges
express the maximum municipal surcharge that may be imposed as a ratio, a percentage of the
municipal base tariff or a Rand value;

provide bands or ranges within which municipal surcharges may be imposed; (

(b) Differentiate between different —
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(i) kinds of municipalities, which may be defined in relation to the capacity of a municipality, a
category, type or budgetary size of municipality;

(i) types of municipal services;

(ii) levels of municipal services;

(iv) categories of users, debtors and customers; (v) consumption levels; and

(v) geographical areas;

(c) Determine the basis upon and the intervals at which municipal surcharges may be increased;

and

(d)_ Determine matters that must be assessed and considered by municipalities in imposing

municipal surcharges on fees.

3. Obligations of municipality in respect of municipal surcharges

(a) A municipality must, when imposing a surcharge on fees for services provided by it or on its

behalf, comply with any norms and standards cortemplated in section 8.

(b) The Minister may, where practicalities impede strict compliance with the norms and siandards
prescribed in terms of section 8, of his or her own accord or on application by a municipality, or a
group of municipalities or organised local government, by notice in the Gazetie exempt a
municipality from complying with any norms and standards contemplated in section 8 for a period
and on the conditions determined in the notice. (c) An exemption under paragraph (b) may - (i)
apply to municipalities generally; or (i) be limited in its application to a particular municipality or kind
of municipality, which may be defined in relation to the capacity of a municipality or the category,

type or budgetary size of municipality.

Section 75A(2), (3) and (4) of the Local Government: Municibal Systems Act, 2000 (Act No 32 of
2000), relating to the manner in which fees, charges or tariffs are levied and how a resolution in that
respect must be made known, applies with the changes required by the context to a municipal
surcharge. (3) A municipality must annually as part of its budget preparation process review any

municipal surcharges.
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4. Objectives
Sources of funding for municipalities

The primary responsibility of a municipality is to deliver services; this is what the municipality's
“business” is about. Section 75A of the Municipal Systems Act allows municipalities to levy and
recover fees, charges or tariffs in respect of municipal service delivery functions and to recover
collection charges and interest on outstanding amounts. Furthermore, section 75 of the Act, makes
it a necessity for municipalities to adopt by-laws to give effect to the implementation and
enforcement of their tariff policies; in fact, all policies and supporting decisions taken by the
municipal council must be supported by a by-law to make it legally enforceable. Failure to comply
with the necessary by-law requirements may expose the municipality to litigation. Section 216 of the
Constitution provides for national government to transfer resources to municipalities in terms of the
annual Division of Revenue Act (DoRA) to assist them in exercising their powers and performing

their functions. These allocations are announced annually in the national budget.

Transfers to municipalities from national government are supplemented with transfers from
provincial government. Furthermore, funding is also channelled from district municipalities to local
municipalities. The complete local government fiscal framework is designed to fund municipalities
as graphically illustrated below: Direct transfers Municipal operating budget Municipal capital
budget equitable share.

Equitable share allocations are intended to supplement municipal own revenue that is derived from
trading services and property rates. While municipalities may use their equitable share aliocation at
their discretion it is primarily intended to fund free basic services.

Where the municipality’s Operating Statement of Financial Performance does not generate a surplus '
the consequence is that there will be no ‘own funding’ to finance the road infrastructure. However,

if the municipality has cash backed reserves from previous financial years, that is, if surpluses were

generated on the Operating Statement of Financial Performance during previous years, there may
be ‘own funding’ available. Municipalities may also borrow money to fund for their capital budget
however this is dependent on the strength of their Statement of Financial Position (Balance Sheet)
and their ability to repay the associated finance charges. Funds derived from borrowing shoutd only
be utilised to finance infrastructure that is economically beneficial and generates revenue for the

municipality.

National government makes capital transfers to municipalities and these transfers are targeted at
specific capital projects. The Municipal Infrastructure Grant (MIG) is specifically allocated for the

eradication of infrastructure backlogs.
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Another source of funding may be in the form of public contributions and donations where external

sources provide money to a municipality, for example, property developers are required fo make

contributions for engineering services provided.

Circular 59 includes a list of the annual Conditional Grant Schedules that specify the various types

of conditional grants allocated to municipalities. MFMA Circular No 64 Revenue Management
November 2012 Page 6 of 15 4

Own Revenue Municipality generate revenue from trading services and property rates levied as

explained above. Municipalities must do more to exploit the potential of their own revenue sources;

this means that every effort must be made to ensure that all properties are correctly charged for

property rates and for all municipal services rendered to the property.

Regular reconciliations must be undertaken to check if billing records are complete, that is, that all

properties are correctly billed for property rates and all trading services consumed. Municipalities

must strive to get the basics right. This means that municipalities must put the necessary processes

in place to ensure integration of all municipal functions along the revenue value chain. A brief

description of the basic sources of municipal revenue is provided below.

Property rates Municipal property rates are a tax levied on the market value of properties within the
municipality’s jurisdiction. Property rates must be determined in terms of the Municipal Property
Rates Act, 2004 (Act No. 6 of 2004) (MPRA). The MPRA provides for municipalities to adopt a Rates
Policy that is consistent with the provisions of the Act, for the levying of property tax on all rateable

properties within its area of jurisdiction. Furthermore, municipalities must pass a by-law and publish

it in the provincial gazetie; this gives effect or legalises the levying of property rates by the

municipality.

The municipality’s budget finalisation process must include passing a resolution for the levying of

property rates per category of property; this resolution must be promulgated in the provincial

gazette upon ratification of the budget decisions. Failure to comply with this promulgation process

may render the cent in the Rand unenforceable for a particular financial year; and consequently

uncollectable thereby posihg a significant risk to the municipality’s financial sustainability.
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Understanding the municipal property rates base. The municipal property rates base is the value of
all rateable properties within its municipal boundaries which the municipality has valued for the
purpose of levying property rates, and in accordance with its Rates Pclicy.

The General Valuation Roll and subsequent Supplementary Valuations are the source of this
baseline information; it provides an indication of how much property rates revenue the municipality

has the potential to raise from its property base.

This information is fundamental to equitable and fair budget planning in respect of the municipal
tariff setting process for property rates; that is, determining the rate in the Rand appiicable for each

of the categories of property provided for in the municipality’s Rates Policy.

The municipality must firstly ensure that it has accurate information of all the land and/or properties

within its area of jurisdiction, that is, the cadastre.

The appetite for property investment within the municipal area is influenced by the availability and
efficiency of a municipality’s infrastructure, economic viability, the rate at which plans for property
development are processed (that is, the efficiency of the Town Planning functions), cost implications

and return on investment amongst others. This impacts the growth of the municipality’s rates base.

The municipality must track the plans approved for property development from the foundation
building to the final inspection phase whereupon the ‘certificate of occupation’ is issued; this should
serve as a ‘trigger’ for the Valuations unit to do a supplementary valuation and categorise the
property accordingly. The billing records must be updated with this information and the correct cent

in the Rand, based on the category of property must be applied.

It is imperative that a municipality’s Revenue Management function makes provision for the
recongiliation of billing data to the Deeds Registry to confirm the accuracy of property ownership
information; to the Valuation Rolls to confirm the accuracy of property values and the category of
property (with consideration for ‘use’ and ‘permitted use’) that informs the usage and the applicable

cent in the Rand to be applied.

This reconciliation of billing information to other systems or functions within a municipality is
necessary to ensure that the municipality is able to maximise the billing and collection of property
rates revenue. The frequency of such reconciliation will vary depending on the municipality’s

circumstances.
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It is prudent, to ensure the protection and growth of the revenue base, that municipalities should
have processes in place to track town planning functions that may change the characteristics of
properties within the four-year valuation cycle; and reconcile any movement in property values to

their monthiy bilfing for property rates.

Cadastre The cadastre is an official record of dimensions and values of land parcels used fo record
ownership and serve as a basis for calculating property rates. The cadastre commonly inciudes
details of the ownership, the tenure, the precise location {some using GPS coordinates), area
dimensions, cultivations if rural property and the value of individual parcels of land. Cadastres are

used in conjunction with other records, such as a Deeds Register.

Where municipalities have effective internal processes in their revenue management or billing
environment they should be aware of any transfer of ownership before such information reaches

them from the Deeds Registry.

5. Background
Fetakgomo-Tubatse Local Municipality is the new municipality which was e amalgamated in 2016

after the elections. The amalgamation meant that the municipality had to focus on collection on

revenue and enhancement thereof in order to bridge the gap between the then Fetakgomo
Municipality which was grant depend. The revenue protection and enhancement strategy will assist
the municipality to identify new and enhance the existing revenue in order for municipality to be

financial sustainable.

The municipality currently is collecting an average of 75 % against the 95% of which is the collection

rate norm and this poses the threat to the municipal fiscal position and the there is need to priorities

the revenue management is the core function of the municipality in order for the municipality to
render services without any hindrance. It is against this background that the municipality through
the Budget and Treasury Office is developing these comprehensive strategies to fund the municipal

with the view of long term sustainability.

Previously the municipality was only able to Gé!lect less 60% and the collection rate improved to
75%,whereby on some other months the municipality achieved over 85% collection rate.

The municipality is aiming to increase revenue collection to 90% or more in the next three financial
years. The norm for collection norm is 95% however it will take time for the municipality to reach
this norm because of the challenges still encountered by the municipality, especially on the recovery

of the long outstanding debts.
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6. Debt collection

Municipalities’ customer care and debt management practices should be stipulated in thelr credit
control and debt collection policies, revised annually; and supported by the relevant by-law, as
prescribed in Chapter 9 of the Municipal Systems Act. National Housing Board Title Deeds In terms
of the Housing Act, 1997 (Act No. 107 of 1997), sections 7(3) (d) and 14(2) (c) provinces should
have requested the Registrar of Deeds to endorse the title deeds of properties in the name of the
relevant department where such properties were not passed to beneficiaries or where ownership
was not transferred to municipalities. Properties still registered in the name of the former National
Housing Board or in the name of former statutory bodies and statutory funds therefore have
incorrect ownership information reflected on municipal billing systems; this poses a problem when
property rates are billed as the registered property owner is liable for property rates. This exercise
is necessary to ensure that the departmental immovable property register is correctly maintained.
Government property and municipal debt The National Department of Public Works was previously
responsible for paying property rates for properties owned by them and also for properties owned

by the Provincial Departments of Public Works.

This responsibility was devolved to Provincial Public Works departments with effect from 1 April
2008, and since then, the National Department of Public Works pays property rates only for the
properties owned by them. The necessary process to update property ownership and to correctly
allocate funds to pay the annual property rates has been problematic as much still needs to be dene;
this is among the contributing factors to the growth in government debt. In 2011 the National
Department of Public Works undertook to settle outstanding amounts for property rates owed by
provincial Public Works departments; this process of reconciling invoices and asset registers to
confirm property ownership is still in progress. The department of Rural Development and Land
Reform only pays for the farm portions excluding improvements, whereas it is still difficult for
different Government Departments to pay for those improvements that are on those farms.

Even though quarterly Provincial Debt Forums are held, the Government debts are still a challenge,

not only for FTLM but for most of the municipalities.

7. Trading services

The municipality must have complete information about their revenue base so that they can build a
revenue budget that is credible.
Even before the amalgamation the Tubatse Local Municipality was battling with the recovery of debts

from the rate payers.
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Areas that Fetakgomo-Tubatse Local Municipality is imposing rates and taxes and will enhance
revenue from are as follows:

Towns:

a) Steelpoort

This area has huge potential for municipality to enhance municipal revenue because it is
predominately mining and industrial area with a huge revenue potential.

b) Ohrigstad

This area is an agricultural hub of the municipality and it has huge revenue potential, if the
municipality put proper revenue measures it can collect substantial revenue.

¢) Burgersfort

The town has huge revenue potential and it can contribute 50% of the municipal revenue if the
strategies are implemented properly. This town had got formal businesses, government properties
and huge households and the town is proclaimed.

Farms including Mines

Municipality has got an opportunity to collect and enhance revenue from farms and the mining
houses through the jurisdiction of the municipality.
Apel, Tubatse A (Praktiseer) and Mapodila-A

These townships and areas have potential if the municipality can increase the level of services.

The targeted strategy will be used to leverage on the revenue potential of this areas.

8. Coliection Rate July 2024 to April 2025

The statistics indicate a decline in revenue collection. The below graph shows a decline in

collection rate and due to increasing debt book of the municipality, the municipality has
appointed two debt collectors to assist the municipality with recovery of the debt that is
more than 90 days. The council has also approved the interest write-off on the settlement

of the debt account to encourage the customers to service their accounts.
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9. Revenue strategies to protect and enhance revenue.
9.1.1 Completeness of the valuation roli and other major revenue sources.

9.1.2 Implementation of Credit Contro! and indigent management. And Debt Management

FTLM FINAL REVENLIE PROTECTION AND EMHANCEMENT STRATEGY 2025/2026
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COLLECTION RATE : JULY 2024 TO APRIL 2025

Jul-24 Aug-24 Sept-24 Oct-24 Nov-24 Dec-24  Jan-25 Feb-25 Mar-25 Apr-25

This assignment will assist municipality increase the revenue by correcting the errors identified in

the valuation roll including the correction through section 78 of the municipal property rates Act.

The alignment between valuation roll and tariffs as well as the other key sources will be implemented

in order to ley rats accurately and with the correct valuation. These strategies will increase municipal

revenue.

The Municipality need to develop an efficient debt collection strategy in order to recover debts that

are 80 days older. Capacitating of Credit Control Section is also vital and putting in place systems

that are user friendly for Credit Control and Debt Management Process. Poor Credit and Debt

Management is mainly due to the systems that are not in line with Credit Controt and Debt

Management processes and procedures. This strategy will ensure that municipality protect its

limited revenue.

Free basic services is defined as the minimum amount of basic fevels of service, provided on day-

to-day basis, sufficient to cover or cater for the basic need of poor households.

If the Municipality can put in place an accurate indigent register, rebates can be applied to poor

households of which mostly is in our two townships (Tubatse A and Mapodile A) of which the

collection rate is less than 10% on monthly basis.
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The debt book of the Municipality can significantly decrease on monthly basis, as it includes those

customers that cannot afford. If the Indigent Register is in place the Municipality can focus on those

customers that can afford to pay rates and taxes.

9.1.3 Debt Collection

Debts that are 90 days plus are debts those are not easy for a Municipality to recover on their own.

This is where the Municipality, after following all Credit Control and Debt Management process has

to handover those accounts to the Debt Collectors. In April 2024 the contract of the two collectors

expired and in May 2025 the municipality appointed new two debt collectors, Nungu Trading 202

Collections and Thuto M Holdings for a period of 36 months. The appointment of the debt collectors

has assisted in the improvement of collection rate.
Below is the debt collector’s performance for July 2024 to March 2025. From July 2024 to March
2025 the debt collectors managed to recover R 22 920 094.82 on behalf of the Municipality.

DEBT COLLECTORS PERFORMANCE
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100G000.00

500000.00
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9.1.4 Continuous Valuation Roll

The municipality must on continue basis update its Valuation roll as and when there are new

properties, Subdivisions, Zoning etc.

The appointed Municipal Valuer must submit prepare and submit and Supplementary Valuation Roll

every Financial Year.

9.1.5 Tariff Modelling

It is crucial for a Municipality to have a transparent tariff Modelling.
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Objectives of Transparent Tariff Modelling:

- To provide a systematic process to tariff sefting.

- Tools used to assist the Municipality with transparent tariff decision making process that
aims to:
Assist with the establishment of a baseline tariff.
- Settariffs that are cost effective.

- Financial impiications of strategic decisions

Financial Sustainability of the Municipality

9.1.6 Revenue By-Laws

The Municipal Revenue by-laws are formulated and gazetted to give proper effect to the
Municipality’s policies on:
- Tariffs
- Credit Control and Debt collection
- Indigence Management
And the Municipal Revenue By-Laws must be read in Conjunction with the approved Municipal
Policies and within applicable provisions of the following legislation: |
. Local Government: Municipal System Act No.32 of 2000
il.  Local Government: Municipal Finance Management Act No.56 of 2003
. Local Government: Municipal Property Rates Act No.6 of 2004

9.1.7 Acquisition of Eskom distribution Licence and application of the Licence from NERSA

This strategy will assist the municipality to implement credit control and the main focus will be in
Burgersfort as part of the long hanging fruit. This will further increase munioipal revenue by at least
R150 million per annum. Finance will be able to leverage on the vending as part of the solution to
cut off non-paying customers, the acquisition will either be concluded either on an off balance sheet
funding or on balance sheet funding. Revenue section will prioritise this project since it is crucial for

municipality to have credit controf solution.

9.1.8 Unlocking of additional grants and donations

The office of the CFO will work with the relevant departments to unlock grants which are not
aflocated to the municipality and those departments will have to commit on the proper and
disciplined project management in order assist in spending the new grants allocated. These new

grants will enable the Municipality to further accelerate the service delivery.
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9.1.9 Special Rating

The municipality has introduced the special rating/extra charge on mining category from the
20247205 financial year. In the 2024/2025 financial year the 30% rebate has been granted fo the
mining category and in 2025/2026 financial year the 15% rebate was granted to the mining
category to avoid the shock and a burden to the mining sector. The mines were able to pay
without contestation and the expected billing for the upcoming years is as follows

Below are the revenue projections for the special rating:

' Financial Year  Projected Revenue
"2025/2026 | R144 466 080

(202612027 "R151 111524

202712008 TR157760 424

H

9.1.10 Libra Function

The municipality will generate the additional revenue from registration and renewal of business
registration due to the devolution of libra functions to the municipality.

An audit for all urban and non-urban businesses will be conducted and every business will be
compelied to comply with the SPLUMA and building regulations before the issue of business
license,

9.1.11 Design reviewal and approval fees paid as per

All the engineering designs will be reviewed and approved after all the fees have been as per the
approved tariffs of the municipality.

The penalty fees will be applied on construction prior to the approval (the fees will be subject to
the approved tariffs for the financial year) and the regularisation of drawings and engineering
plans fees will be enforced by the municipality (the fees will be subject to the approved tariffs for
that financial year).

9.1.12 Development Charges and other potential revenue

The municipality will develop the policy on development charges as part on realising untapped
revenue sources. '

This will include the extension of waste collection to non-receiving whereby the municipality will
cﬁarge a flat rate in order to generate additional revenue. The Municipality has already piloted the

project in Lerajane and Tubatse A Ext 2 and the community has welcorned the project.
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9.1.13 Sale of Stands and Land Tenure Upgrading
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The municipality’s target to start charging the flat rate is 2024/2025 financial year. This initiative will

also have a positive result in terms on environmental factors.

The additional potential revenue will be revenue that will be generated from advertising. Four of the

gantries that above 18sgm are on Sanral road reserve and the municipality is not generating any

revenue. The Municipality will have negotiations with Sanral to at least be allocated a certain

percentage for revenue generation.

Even if the gantries are on the Sanral road reserve, those gantries are within the municipality’s

jurisdiction.

To enhance municipal revenue and ensure long-term financial sustainabi]ity, the Fetakgomo-

Tubatse Local Municipality (FTLM) has prioritized the strategic disposal of land parcels and the

upgrading of land tenure as a core component of its revenue enhancement strategy. This initiative

leverages the sale of stands, particularly through the Mashifane Park development ( a fow hanging

fruit) These efforts aligh with the municipality’s obligations under the Municipal Systems Act,

Municipal Finance Management Act, and Municipal Property Rates Act to maximize own-revenue

sources while ensuring equitable and sustainable service delivery.

Revenue Projections from Sale of Goods and Services

The primary driver of this growth is the sale of stands, which accounts for 96.12% of the total revenue

in this category for the 2026 budget. Key contributing projects include the Mashifane Park

development and sales in Burgersfort Extensions 54, 93, 71, and Hoeraroep Township.

The projected revenue from the sale of stands for the upcoming budget years is as follows:
+ Budget Year 2026: R135,592,008
» Budget Year 2027: R143,401,236
+ Budget Year 2028: R119,210,892

Mashifane Park Development

The Mashifane Park project is a flagship initiative for revenue enhancement, invoiving the sale of

1,679 stands across various market segments, with a total projected revenue of R375,000,000. The

stands are categorized as follows:

« Low Income: 1,637 stands at R200,000 each, yielding R327,400,000.
 High Income: 16 stands at R350,000 each, yielding R5,600,000.

» Special Property: 12 stands at R2,000,000 each, yielding R24,000,000.
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» Commercial and Retail: 4 stands at R2,000,000 each, vielding R8,000,000.

» Institutional: 8 stands at R1,000,000 each, yielding R8,000,000.

« Educational: 2 stands at R1,000,000 each, yielding R2,000,000.

To ensure financial prudence, the municipality has adopted conservative revenue projections for
Mashifane Park: R103,000,000 in 2026, R120,000,000 in 2027, and R100,000,000 in 2028. Sales
are expected to commence in February 2026, following the completion of critical infrastructure
(roads, stormwater systems, and electricity) by December 2025. Infrastructure development is
funded through a combination of borrowed funds, the Municipal Infrastructure Grant (MIG), and the
Urban Growth (UG) grant.

Strategic Approach to Land Disposal and Tenure Upgrading

The municipality will capacitate its Development Planning unit to focus on land tenure upgrading

and strategic land disposal. This includes:

» Land Tenure Upgrading: Ensuring accurate land ownership records through regular
reconciliation with the Deeds Registry and updating the cadastre. This will facilitate the correct
application of property rates and enhance the municipal rates base.

» Land Disposal Strategy: Building on the success of the pilot project in Burgersfort Extensions
54 and 93, which generated R30,994,289.76 from 1 March 2023 to 29 February 2024, the
municipality wili expand land sales to other extensions and townships. For the 2024/2025
financial year, the estimated revenue from land parcel sales was R113,370,100.

» Infrastructure Development: Prioritising infrastructure readiness to support land sales,
ensuring that stands are serviced with essential utilities to attract buyers and maximize revenue
potential.

+ Policy Development: The municipality will develop a formal policy on land disposal and
development charges to regulate the process, ensuring transparency and compliance with the
Spatial Planning and Land Use Management Act (SPLUMA).

Oversight and Reporting

The Director of Development Planning will provide quarterly updates on land tenure upgrading and

fand disposal projects to the Chief Financial Officer, EXCO, and the Council. These updates will be

integrated into the Service Delivery and Budget Implementation Plan (SDBIP) and the CFQ's
performance agreement to ensure accountability. Key performance indicators will include:

» Revenue generated from stand sales.

+ Progress on infrastructure development for targeted land parcels.
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» Accuracy and completeness of the cadastre and land ownership records.

Compliance with SPLUMA and other relevant legislation.

Expected Outcomes

Revenue Growth: The sale of stands, particularly through the Mashifane Park project, will
significantly contribute to achieving the municipality’s target of a 90% collection rate by
2027/2028.

Financial Sustainability: The strategic disposal of land parcels and the upgrading of land tenure
will strengthen the municipal rates base, providing a sustainable revenue stream.

Service Delivery Enhancement: Revenue generated will support infrastructure development
and service delivery, particularly in underserved areas such as Tubatse A and Mapodile A,
Economic Development: The availability of serviced stands will attract investment, fostering

local economic growth and supporting the municipality’s Rates Policy objectives.

9.1.14 Introduction of Electricity Billing: Preparedness for NERSA Approval and Implementation

The Fetakgomo-Tubatse Local Municipality (FTLM) aims to enhance its revenue base by acquiring

an electricity distribution license from the National Energy Regulator of South Africa (NERSA). This

initiative will enable the municipality to distribute electricity in targeted brownfield areas, specifically

Extensions 54, 58, 71, and 72, with a focus on Burgersfort as a high-potential revenue area. The

successful implementation of electricity billing is expected to generate approximately R150 million

per annum, significantly contributing to the municipality’s financial sustainability. This section

outlines the strategic steps for obtaining NERSA approval, setting appropriate tariffs, implementing

a robust billing system, and integrating it with municipal accounts to enforce credit control.

Objectives

Secure NERSA approval for electricity distribution in Extensions 54,58, 71, and 72.

Establish cost-reflective and sustainable electricity tariffs compliant with NERSA regulations.
Implement an integrated billing system with prepaid metering for residential users and
conventional metering for businesses.

Enhance revenue collection by leveraging electricity disconnections as a credit control
mechanism for non-paying customers.

Ensure operational readiness through staff recruitment and training.

Strategic Steps for Implementation
1. NERSA License Application
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The municipality has formally applied for a Brownfields distribution license from NERSA, covering
the existing electrical infrastructure in Extensions 54, 58, 71, and 72. The application process is in
its final stages, with the following key developments:

» License Application Submitted: The municipality has submitted a comprehensive application

for a Brownfields distribution license, which pertains to existing electrical infrastructure rather

than new developments. The application includes a feasibility study demonstrating the
municipality's technical and financial capacity, infrastructure assessments, and a project plan
outlining timelines and funding mechanisms (on-balance or off-balance sheet funding).

Public Participation Process: As mandated by NERSA, a public consultation phase is currently
underway, allowing stakeholders and affected communities in Extensions 54, 58, 71, and 72 to
submit comments, concerns, or objections. The municipality is actively engaging with
communities, Eskom, and other stakeholders to address feedback and ensure compliance with
NERSA's requirements.

Anticipated Approval Timeline: Barring unforeseen delays, the municipality expects NERSA
to issue the distribution license in the third quarter of the 2025/26 financial year (October—
December 2025). The municipality will continue to monitor progress and address any additional
requirements from NERSA to expedite approval.

2. Tariff Setting

To ensure financial sustainability, tariffs will be developed based on the following principles:

« Cost Recovery: Tariffs will reflect the cost of bulk electricity purchases from Eskom, distribution
costs (including infrastructure maintenance and upgrades), and administrative costs.
Equitability: Tariffs will comply with Section 74 of the Municipal Systems Act, ensuring equitable
treatment of users and proportionality to consumption levels,

Subsidisation for Indigent Households: Special tariffs or lifeline tariffs will be introduced for
low-income households in Extensions 54, 58, 71, and 72, aligned with the municipality’s indigent
policy.

Benchmarking: Tariffs will be benchmarked against those of a comparable municipality (e.g.,
Polokwane Local Municipality) with a similar demographic and economic profile. Best practices
will be adopted to ensure competitive yet sustainable tariff structures.

NERSA Approval: Proposed tariffs will be submitted to NERSA for approval, accompanied by a
detailed cost-of-supply study and public consultation records to demonstrate compliance with
regulatory requirements.

3. Billing System Implementation

The municipality will implement a dual billing system to cater to different customer categories:

FTLM FINAL REVENMUE PROTECTION AND ENHANCEMENT STRATEGY 2025/2026
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» Prepaid Metering for Residential Users: A prepaid electricity metering system will be rolled

out in Extensions 54, 58, 71, and 72 to facilitate ease of payment and reduce non-payment risks.
The system will be user-friendly, with accessible vending points and digital payment options
(e.g., mobile apps or USSD platforms).

Conventional Metering for Businesses: Businesses will be equipped with metered systems to
ensure accurate billing based on consumption. Meters will comply with NERSA’s technical
standards and be regularly calibrated for accuracy,

System Integration: The electricity billing system will be integrated with the municipality’s
existing financial management system to enable real-time tracking of payments and arrears
across all municipal accounts (e.g., property rates, water, and waste services). This integration
will allow the municipality to disconnect electricity supply for residents who are behind on any
municipal account, as a credit control measure, in line with the Municipal Systems Act and the

municipality’s credit control policy.

4. Staff Recruitment and Training

To support the electricity distribution and billing operations, the municipality will:

Recruit qualified electrical engineers, technicians, and billing administrators to manage the
distribution network and billing processes.

Provide training on NERSA regulations, billing system operations, and customer service to
ensure compliance and efficiency. '

Establish a dedicated team within the Revenue Management unit to oversee electricity billing

and credit control, reporting to the Chief Financial Officer.

5. Credit Control and Revenue Enhancement

The integration of electricity billing with other municipal accounts will strengthen credit control by:

Enabiing the municipality to disconnect electricity for non-paying customers, incentivising timely
payments across all services.

Using data from the integrated billing system to identify and target high-risk debtors for debt
collection interventions.

Offering incentives, such as interest write-offs, to encourage settlement of overdue accounts, as

approved by the council.

6. Monitoring and Reporting

The Chief Financial Officer will report quarterly on the progress of the electricity distribution and

billing implementation to EXCO, the Portfolic Committee, and the Council. Key performance

indicators will include:

« Percentage completion of the NERSA license application process and outcomes of the public

participation phase.
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+ Revenue collected from electricity billing in Extensions 54, 58, 71,and 72.

» Collection rate improvements resulting from credit control measures.

+ Accuracy and completeness of the billing system integration.

These reports will be included in the Service Delivery and Budget Implementation Plan (SDBIP) and

the CFQO’s performance agresment.

Expected Outcomes

* Revenue Increase: The introduction of electricity billing expected to contribute significantly to
the municipality’s target of achieving a 90% collection rate by 2027/2028.

« Improved Credit Control: Integration with municipal accounts will enhance debt recovery by
leveraging electricity disconnections as a credit control tool.

+ Service Delivery Enhancement: The additional revenue will support infrastructure upgrades
and service delivery in Extensions 54, 58, 71, and 72, particularly for indigent households.

» Financial Sustainability: Transparent and cost-reflective tariffs, combined with efficient billing

systems, will ensure the long-term financial viability of the electricity distribution function.

9.1.15 Political Oversight
It is the responsibility of the Mayor, EXCO and portfolio to play oversight on this strategy in order for

the municipality to achieve high level of revenue coliections.

9.1.16 Administrative Accountability

The accounting officer must ensure that the municipality is implementing this strategy without any

failure in order for the municipality to meet its conditional mandate.

9.1.17 Delegation
The day-to-day execution of revenue management including this strategy is delegated to the Ghief

Financial Officer in terms of the section 81 of the MFMA and he must assist the affected directors _

with the coordination of the revenue programmes.

10. SDPIB
The CFO will report on an on-going basis on the implementation of this strategy to EXCO, Portfolio

Committee and Council as part of the SDIPB and the relevant programmes and strategies will form

part of his petformance agreement.
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