












SMT 27/25/26  PROPOSAL OF FINANCE FACILITY 
 

SMT 27/25/26 

PROPOSAL OF FINANCE FACILITY 

Notice in terms of section 46 (3) of the Municipality Finance Management Act, Act No.56 of 
2003, is hereby given that Swellendam Municipality intends to obtain an external loan of 
R6,050 million, repayable over 5 years, to finance the listed capital expenditure. 

Financial 

Year 

Financing 

Amount 

Details 

2025/2026 R 1 600 000 Water Truck (6000l) 

2025/2026   R 2 400 000 Sewerage Truck (Vacuum Tanker) (6000l) 

2025/2026 R 2 050 000 5x Light Delivery Vehicles 

 
Loan Conditions are as follows: 
 

1. 2025/2026 Financial Year  
Term (Payable six-monthly) Five (5) Years 
Interest Rate  Fixed 8,12% 
Loan Amount R 6,050,000-00 
Planned Start Date 29 June 2026 
Planned End Date 30 June 2031 
Type of Instrument Annuity  New Borrowing 
Loan Security None 
Source of Funds Bank 

 
 
The base rate and liquidity margin are to be determined on the date of signing the agreement. 
 
Estimated cost over a five (5) year period: 
 

1. 2025/2026 Financial Year  
Interest R   1 434 502-00 
Capital Repayment R   6 050 000-02 
Total Cost R   7 484 502-02 
Six-Monthly Installment R      748 450-20 

 
The Public, Provincial Treasury, and National Treasury are invited to submit written comments 
or representations to the Council in respect of the proposed debt. Representations, in a 
properly sealed envelope and clearly marked SMT 27/25/26  Proposal of finance facility on 
the outside directed to the Municipal Manager with the corresponding bid number, must 
timeously be placed in the tender box at Swellendam Municipality, Supply Chain 
Management Unit, 23 Lind Street, Swellendam, by not later than 12h00 on 7 April 2026. 

For more information/ enquiries, contact the Director: Finance, during normal office hours, at 
028 514 8500 

 

 

ANNELEEN VORSTER 
MUNICIPAL MANAGER 
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Ms A Vorster 
The Municipal Manager 
Swellendam Municipality 
PO Box 20 
SWELLENDAM 
6740 
 
Per e-mail: anneleenv@swellendam.gov.za  

Dear Municipal Manager 

RE: PROPOSAL OF FINANCE FACILITY 

Your correspondence requesting the National Treasury’s comments in terms of section 46 of the MFMA 
refers.  
 
We have noted the contents of the letter. The municipality intends to incur long-term debt amounting to 
R6,05 million. We trust that the municipality has ensured compliance with the applicable procurement 
prescripts in appointing the service provider.  

Section 46(3)(a) of the MFMA requires the municipality to, at least 21 days prior to the meeting of the council 
at which approval for the debt is to be considered, make public an information statement setting out 
particulars of the proposed debt, including the amount of the proposed debt, the purposes for which the 
debt is to be incurred and particulars of any security to be provided; and invite the public, the National 
Treasury and the relevant provincial treasury to submit written comments or representations to the council 
in respect of the proposed debt. 

We have noted the copy of the information statement setting out the details of the proposed arrangement. 
The municipality’s letter makes reference to a media statement. However, this has not been provided. As 
such, based on the information provided, there is no evidence within the annexure itself that the notice was 
published or disseminated to the public, such as proof of advertisement in local media, municipal website 
publication, or invitation for public comments. The document appears to be an internal council 
communication (addressed to the Executive Mayor, Speaker, and councillors), rather than a public notice. In 
the absence of corroborating evidence, it cannot be confirmed that the municipality has fully complied with 
section 46(3)(a) read with section 21A of the Municipal Systems Act.  
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The loan will be used to fund a 6 000l water truck (R1.6 million), 6 000l vacuum tanker sewerage truck (R2.4 
million) and five (5) light delivery vehicles (R2.05 million). The municipality has made provision for the 
proposed borrowing in the 2025/2026 budget.  

The proposed repayment schedule is for a R6.05 million loan repayable over five years at an interest rate 
of 8.12%, with fixed six-monthly instalments of R748 450.20, resulting in a total repayment of 
approximately R7.48 million. 

We provide the following comments on the financial position and performance as observed during our 
analysis of the restated 2020/2021, 2021/2022, 2022/2023 and 2023/2024 and the 2024/2025 audited 
financial statements. 

The municipality’s revenue and debtor management performance reflects notable weaknesses. For the 
2024/2025 financial year, the collection rate improved from 78% in 2023/2024 to 85% but remained below 
the 95% norm at 94%. Inefficiencies in revenue collection have persisted since 2019/2020. The collection 
rate has consistently been below the norm over the past five financial years, signalling potential cash flow 
pressures. This tension is evidenced in the net debtor days of fifty days, where it took the municipality on 
average, fifty-nine days to pay creditors at the end of the 2024/2025 financial year. While the collection rate 
is not critically low, it suggests that a portion of billed revenue is not being realised within the financial period, 
increasing reliance on accumulated debtors. The debtor days and collection rate ratio indicates weaknesses 
in debtor management and possibly slow resolution of long outstanding accounts. 

From a liquidity perspective, the municipality is in a relatively strong position. The cash coverage ratio of 4.35 
months exceeds the norm of 1-3 months, indicating a solid liquidity buffer and the ability to meet short term 
obligations without financial distress. Similarly, the current ratio of 2.20:1 is above the ratio which ranges 
between (1.5-2:1), reflecting strong short-term solvency and prudent working capital management. While 
these indicators signal financial stability, ratios that are consistently above the upper threshold may also 
suggest underutilisation of available cash resources that could otherwise be directed toward service delivery 
or infrastructure investment. 

In terms of liability management, Swellendam Municipality demonstrates a conservative and low risk 
borrowing profile. The capital cost ratio of 2% is significantly below the 6-8% benchmark, indicating limited 
debt servicing pressure but also suggesting under leveraging of debt to finance capital expansion. Likewise, 
the debt to revenue ratio of 6% is far below the 45% threshold, confirming minimal reliance on borrowing. 
While this strengthens financial sustainability and reduces fiscal risk, it may also point to missed 
opportunities to responsibly utilise debt financing for infrastructure development and economic growth. 

From an affordability standpoint, the loan presents insignificant fiscal risk as debt servicing is well below 1% 
of total operating expenditure and is in accordance with the municipality's low capital cost and debt to 
revenue ratios. The loan's structure is conventional, with higher interest payments in the initial years 
progressively transitioning to the capital repayment. 

Although the financing arrangement is affordable, it is indicative of a conservative and potentially suboptimal 
debt strategy. In comparison to the municipality's low indebtedness and robust liquidity position, the 
borrowing scale is modest, indicating that the available fiscal space is not being fully utilised to facilitate 
service delivery expansion. The schedule also fails to clearly illustrate alignment with revenue cycles or a 
broader medium term capital financing framework. In general, the repayment plan is technically sound and 
low risk; however, it underscores the necessity of a more strategic and developmental approach to 
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borrowing, which includes enhanced revenue performance, more effective alignment of debt with asset life, 
and a more proactive use of borrowing to support long term municipal sustainability. 

Overall, the municipality is liquid and low leveraged, but improvements are required in revenue collection 
efficiency and the credibility of debtor related indicators. 

The municipality must ensure that the public notice, including the information statement as published, and 
the certification of long-term borrowing are submitted for our records.  

Since the municipality intends to also purchase vehicles with the loan, we draw your attention to regulation 
13(1) of the Municipal Cost Containment Regulations which requires that all commodities, services and 
products covered by a transversal contract concluded by the National Treasury must be considered before 
approaching the market, to benefit from savings where lower prices or rates have been negotiated. 

We trust that you will be guided accordingly.  

Kind regards 

 

 
OGALALETSENG GAAREKWE  
Deputy Director-General: Intergovernmental Relations 
Date: 22 April 2026 
 

 

Cc: CFO- Ms Elmari Wassermann  

Email: elmariw@swellendam.gov.za 

 

Cc: WC MFMA Coordinator – Mr Steven Kenyon 

Email: Steven.Kenyon@westerncape.gov.za 

 
For more information contact:  

 

Name: Wayne McComans  
Email:  MFMA@treasury.gov.za  
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BORROWING MONITORING (LOANS AND BONDS) FOR 2ND QUARTER ENDED 31 DECEMBER 2025

Loan Municipality Planned Term Debt raised Loan Loan Type of Timing of % Interest Interest Paid Balance at beginning Debt repaid or redeemed Additional principle aBalance at end
Instrument Loan Start Date End Date Value at the Inception Source Institution interest Interest Rate (2 dec) 2025-2026 Quarter 2 2025-2026 Quarter 2 2025-2026 Quarter 2 2025-2026 Quarter 2 2025-2026 Quarter 2
No Reference No      payment       

10 100786/1 ######### 2024/03/31 20 5 001 767 Development Bank of SA (03) DBSA Fixed (01) Semi-annually (02) 10,56 0,00 1,00 0,00 0,00 1,00
11 101822/1 ######### 2025/12/31 17 4 910 970 Development Bank of SA (03) DBSA Fixed (01) Semi-annually (02) 9,1 11 553,00 257 810,00 257 806,00 0,00 4,00
13 102893/1 ######### 2028/06/30 20 4 479 959 Development Bank of SA (03) DBSA Fixed (01) Semi-annually (02) 11,12 0,00 1 583 538,00 0,00 0,00 1 583 538,00
14 103211/1 ######### 2030/09/30 20 20 018 334 Development Bank of SA (03) DBSA Fixed (01) Semi-annually (02) 12,2 0,00 9 803 093,00 0,00 0,00 9 803 093,00
16 3057182630 ######### 2027/10/30 5 4 200 000 Banks (02) ABSA Fixed (01) Monthly (04) 10,03 0,00 2 006 675,00 267 831,00 48 863,00 1 787 707,00
17 3058682746 ######### 2038/06/27 15 5 500 000 Banks (02) ABSA Variable (02) Semi-annually (02) 10,9 0,00 5 313 917,00 353 917,00 126 249,00 5 086 249,00
18 3060733472 ######### 2039/05/30 15 3 500 000 Banks (02) ABSA Variable (02) Semi-annually (02) 10,86 0,00 3 520 620,00 223 340,00 80 885,00 3 378 165,00
19 3062209667 ######### 2040/05/31 15 3 000 000 Banks (02) ABSA Variable (02) Semi-annually (02) 9,88 0,00 3 119 344,00 190 338,00 69 219,00 2 998 225,00
20 306259033 ######### 2030/06/30 5 4 500 000 Banks (02) ABSA Fixed (01) Monthly (04) 9,17 0,00 4 321 230,00 281 433,00 98 476,00 4 138 273,00

   



  

 
 
 
 
 
 
 
 
 
12 March 2026 
 
Chief Director: Local Government  
National Treasury 
Pretoria 
8000         
 
Sir 
 
PROPOSAL OF FINANCE FACILITY 
 
The municipality went out on tender to obtain funding from borrowings for the 2025/2026 
capital budget as follows: 
 

• 2025/2026 – R6 050 000 
 
The projects were included in the final budget for the 2025/2026 financial year and approved 
on 29 May 2025. 
 
Kindly find the following in respect of the external borrowing: 

a) S46 (3)(a)(i) and (ii) – A copy of the information statement and advert which was made 
public on 13 March 2026. – (Annexure A). 
 

b) S46 (3)(b)(i) and (ii) – Attached kindly find the information statement to Council and 
repayment schedules. (Annexures B and C). 
 

c) S46 (6), S17 (2), S19 – Attached is a copy of the capital budget for the 2025/2026 
financial year for the vehicles. (Annexures D). 
 

d) S19 (1)(d) – Council resolution on the budget confirming that the sources of the 
following have been considered and are available. The loan will be repaid from rates 
and consumer charges. (Annexure E). 
 

e) MFMA National Treasury Circular No 26/2005. Attached are the Long-term borrowing 
(debt) obligations showing the principal and interest payments (Annexure F). 
 

f) MFMA Provincial Treasury Circular no 42/2010. The long-term debt certification will be 
signed when the council approves the long-term debt. 
 

Once the council approves the long-term debt, the following outstanding information will be 
submitted: 

 Council Resolution. 
 Date and copy of the information Statement to the council. 



  

PROPOSAL OF FINANCE FACILITY- CONTINUE 
 
 

 Copy of media advert. 
 
You are kindly invited to submit written comments or representations no later than 12h00 on 
Tuesday, 7 April 2026. 
 
 
 
Yours faithfully 
 
 
 
 
E. Wassermann 
Director Financial Services 
 



  

 
 
 
 
 
 
 
 
 
12 March 2026 
 
Chief Director: Local Government  
Provincial Treasury 
Western Cape 
8000         
 
Sir 
 
PROPOSAL OF FINANCE FACILITY 
 
The municipality went out on tender to obtain funding from borrowings for the 2025/2026 
capital budget as follows: 
 

• 2025/2026 – R6 050 000 
 
The projects were included in the final budget for the 2025/2026 financial year and approved 
on 29 May 2025. 
 
Kindly find the following in respect of the external borrowing: 

a) S46 (3)(a)(i) and (ii) – A copy of the information statement and advert which was made 
public on 13 March 2026. – (Annexure A). 
 

b) S46 (3)(b)(i) and (ii) – Attached kindly find the information statement to Council and 
repayment schedules. (Annexures B and C). 
 

c) S46 (6), S17 (2), S19 – Attached is a copy of the capital budget for the 2025/2026 
financial year for the vehicles. (Annexures D). 
 

d) S19 (1)(d) – Council resolution on the budget confirming that the sources of the 
following have been considered and are available. The loan will be repaid from rates 
and consumer charges. (Annexure E). 
 

e) MFMA National Treasury Circular No 26/2005. Attached are the Long-term borrowing 
(debt) obligations showing the principal and interest payments (Annexure F). 
 

f) MFMA Provincial Treasury Circular no 42/2010. The long-term debt certification will be 
signed when the council approves the long-term debt. 
 

Once the council approves the long-term debt, the following outstanding information will be 
submitted: 

 Council Resolution. 
 Date and copy of the information Statement to the council. 



  

PROPOSAL OF FINANCE FACILITY- CONTINUE 
 
 

 Copy of media advert. 
 
You are kindly invited to submit written comments or representations no later than 12h00 on 
Tuesday, 7 April 2026. 
 
 
 
Yours faithfully 
 
 
 
 
E. Wassermann 
Director Financial Services 
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