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Purpose

The purpose of this report is to comply with sections 16(1)(2) and 24 of the Municipal
Finance Management Act no.56 of 2003 which requires council to approve the annual
budget of the municipality before the start of the budget year.

Legislative Framework
Approval of the annual budget
Section 16 of the Municipal Finance Management Act no.56 of 2003 states that;

(1) The council of the municipality must for each financial year approve an annual budget of the
municipality before the start of that budget year.

{2) In order for a municipality to comply with subsection (1) above, the mavyor of the
municipality must table the annual budget at a council meeting at least 90 days before the
start of the budget year.

Section 24 of the Municipal Finance Management Act no.56 of 2003 states that;

(1) The municipal council must at least thirty days before the start of the budget year consider
approval of the annual budget.

(2) Anannual budget -
i} Must be approved before the start of the budget year;

ii) Is approved through adoption by way of a council resolution referred to in section
17(3)(a}(i} of the MEMA, and

iii) Must be approved together with the adoption of resolutions as may be necessary-
Imposing any municipal tax for the budget year;

iv) Setting any municipal tariffs for the budget year;

v) Approving measurable performance objective for revenue from each source and for
each vote in the budget;

vi} Approving any changes to the Integrated Development Plan; and
vii) Approving any changes to the municipality’s budget-related policies.

(3) The accounting officer of a municipality must submit the approved annual budget to the
National Treasury and the relevant Provincial Treasury.




Failure to approve budget before the start of the budget year
Section 25 of the Municipal Finance Management Act no.56 of 2003 states;

{1) If a municipal council fails to approve the annual budget, including revenue-raising measures
necessary to give effect to the budget, the council must reconsider the budget and again vote on the
budget, or on an amended version thereof, within seven days of the council meeting that failed to
approve the budget.

{2) The process provided for in subsection (1) must be repeated until a budget, including revenue-
raising measures necessary to give effect to the budget, is approved.

(3) If a municipality has not approved an annual budget, including revenue-raising measures
necessary to give effect to the budget, by the first day of the budget year, the mayor must
immediately comply with MFMA Section 55

Consequences of failure to approve budget before start of the budget year
Section 26 of the Municipal Finance Management Act no.56 of 2003 states;

{1) If by the start of the budget year a municipal council has not approved an annual budget or any
revenue-raising measures necessary to give effect to the budget, the provincial executive of the
relevant province must intervene in the municipality in terms of section 139{4) of the Constitution
by taking any appropriate steps to ensure that the budget or those revenue-raising measures are
approved, including dissolving the council and-

(a) Appointing an administrator until a newly elected council has been declared elected; and

(b) Approving a temporary budget or revenue-raising measures to provide for the continued
functioning of the municipality.

(2} Sections 34(3) and (4) and 35 of the Municipal Structures Act apply when a provincial executive
dissolves a municipal council.

(3) When approving a temporary budget for a municipality in terms of subsection {1)(b), the
provincial executive is not bound by any provision relating to the budget process applicable to a
municipality in terms of this Act or other legislation. Such a budget must, after the intervention has
ended, be replaced by a budget approved by the newly elected council, provided that the provisions
of this Chapter relating to annual budgets are substantially complied with in line with any revised
time frames approved by the MEC for finance in the province.




{4) Until a budget for the municipality is approved in terms of subsection (1), funds for the
requirements of the municipality may, with the approval of the MEC for finance in the province, be
withdrawn from the municipality’s bank accounts in accordance with subsection (5).

{5) Funds withdrawn from a municipality’s bank accounts in terms of subsection (4)-

{a) may be used only to defray current and capital expenditure in connection with votes for which
funds were appropriated in the approved budget for the previous financial year; and

{b} may not-

(i) during any month, exceed eight per cent of the total amount appropriated in that approved
budget for current expenditure, which percentage must be scaled down proportionately if revenue
flows are not at least at the same level as the previous financial year; and

{ii) exceed the amount actually available.

{6) The funds provided for in subsection (4) are not additional to funds appropriated for the budget
year, and any funds withdrawn in terms of subsection (5) must be regarded as forming part of the
funds appropriated in a subsequently approved annual budget for the budget year.




Mayor’'s report

As Mayor of Emthanjeni Local Municipality, | am honoured to present the budget for the
financial year [2026/2027]. This document is more than a financial blueprint; it reflects our
municipal priorities, values, and vision for the future.

Our municipality has faced many challenges over the past year, from economic uncertainties
to the ongoing impacts of national issues. Despite these challenges, we remain steadfast in
our commitment to fostering a thriving, inclusive, and sustainable community.

This budget was crafted with a focus on several key priorities:

1. Economic Growth and Stability: We are dedicated to creating a resilient economy
that supports local businesses by assisting with basic startups, attract new investments, and
provides opportunities for alf residents. Strategic investments in infrastructure and
innovation.

2. Sustainable Development: We recognize the importance of environmental
stewardship and are committed to sustainable growth. Investments in green infrastructure,
renewable energy, and conservation initiatives are integral parts of our plan. We will strive
to ensure that our landfill sites are licensed.

3. Education and Youth Services: Our future depends on the success of our youth.
This budget includes funding for bursaries for disadvantaged learners to register at
colleges/Universities. This will assist us to provide a strong foundation for the next
generation.

4, Community Engagement and Equity: We believe in a Emthanjeni Local
Municipality where everyone has a voice and an opportunity to succeed. This budget
reflects our commitment to equity and inclusion, with initiatives to engage all communities
and address disparities within the Municipality.

As indicated the municipality has experienced several financial challenges however such
challenges must not stop us from being innovative. The table below highlights some of the
key infrastructure projects.

I would like to extend my gratitude to the municipality, the staff, and all community
members who contributed to the development of this budget. Your input and collaboration
have been invaluable in shaping a financial plan that reflects our collective aspirations.

As we move forward, | am confident that this budget will enable us to build a stronger, more
vibrant, and inclusive Emthanjeni Local Municipality. Together, we will continue to make
Emthanjeni Local Municipality a place where everyone can thrive.

Thank you for your continued support and dedication to our community




Resolutions

1. The council of Emthanjeni Local Municipality, acting in line with Section 16 and 24 of the
Municipal Finance Management Act no.56 of 2003, hereby tables for approval:

1.1 The annual budget of the municipality for the financial year 2026/27 and the multi-year and
single-year capital appropriations as set out in the following tables;

1.1.1 Budget and Financial Performance ({revenue and expenditure by standard classification) as
contained in Table A2.

1.1.2 Budgeted Financial Performance (revenue and expenditure by municipal vote) as contained in
Table A3.

1.1.3 Budgeted Financial Performance {revenue by source and expenditure by municipal vote) as
contained in Table A4.

1.1.4 multi-year and single-year capital appropriations by municipal vote and standard classification
and associated funding by source as contained in Table A5,

1.2 The financial position, cash flow budget, cash-backed reserves/accumulated surplus, asset
management and basic service delivery targets are approved as set out in the following tables;

1.2.1 Budgeted Financial Position as contained in Table A6,

1.2.2 Budgeted Cash Flows as contained in Table A7,

1.2.3 Cash backed reserves and accumulated surplus reconciliation as contained in Table A8,
1.2.4 Asset Management contained in Table A9.

The Council of Emthanjeni Local Municipality, acting in terms of section 75A of the Local
Government: Municipal Systems Act (Act 32 of 2000} proposes the following rates for
implementation with effect from 1 July 2026:

2.1. the tariffs for property rates — increased by 3.4% from current year,

2.2, the tariffs for electricity — Increased by 9.1% from current year, as per the NERSA tariff setting
guideline for next financial year,

2.3. the tariffs for the supply of water — increased by 3.4% from current year,
2.4, the tariffs for sanitation services — increased by 3.4% from current year,
2.5, the tariffs for solid waste services - increased by 3.4% from current year,

2.6 Sundry Tariffs for other Services - increased by 3.4% from current year,




The Council of Emthanjeni Local Municipality, acting in terms of 75A of the Local Government:
Municipal Systems Act {(Act 32 of 2000} tables for implementation with effect from 1 July 2026 the
below mentioned budget related policies, as set out in Annexure to the Budget respectively;
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Cost containment
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Local government conditional and unconditional grants allocations

Local government funding is projected to R184.8 billion in 2025/26 to R178 billion in 2026/27. In
2026/27, this comprises R103 billion for the local government equitable share, R16.8 billion from the
general fuel levy sharing with metros, and R57.7 billion for both direct and indirect conditional
grants. The allocations to local government reflect the government’s commitment to social
protection as a cornerstone of its fiscal strategy, ensuring ongoing support for indigent populations
and the expansion of critical infrastructure through conditional grants. These figures represent the
preliminary fiscal framework outlined in the 2025 Medium Term Budget Policy Statement. The final
details will be provided in the 2026 Budget Review.

Government has finalised its review of the conditional grant system and developed a range of
reforms based on the results. These reforms are aimed to rationalise conditional grants and enhance
their effectiveness and will be implemented from 2026/27.

The local government equitable share formula has been updated to account for the projected
household growth, inflation and estimated increase in bulk water and electricity cost over the
2025/26 MTEF period. It also includes allocations for the operational and maintenance costs
associated with the provision of free basic services.

In the 2026/27 budget year, Emthanjeni local municipality’s equitable share have decreased. The
current financial years’ allocation is an amount of R66,01 million, decreased by R1,832 million to
R 64,182 million.

1.3.1 The Global Economic Qutlook and how it affects the South African Economy and the ability of
the South African Government to collect tax revenue for the equitable distribution to government
entities and municipalities. And the ability to borrow money for infrastructure to respond to
ongoing global energy crisis.

According to the aforementioned circular 134, the economy is expected to grow by 1.8 per cent
between 2026 and 2028, which is up by 0.6 percent from the previous National Treasury tabled the
Medium- Term Budget Policy Statement. This has resulted in the National Treasury revising the
country’s economic growth estimates for 2025/26 to 4.4 per cent from the estimated 4.6 per cent at
the time of tabling the Medium-Term Budget Policy Statement in Parliament and the economy is
forecasted to grow at 3.4 per cent 2026/2027 and 3.3 per cent for 2027/28 and 3.2 per cent 2028/29
financial years respectively.

Real purchasing power is expected to be supported by a further moderation in inflation and lower
interest rates supporting households. The newly implemented two-pot retirement system, which
allows consumers to withdraw a portion of their savings before retirement, may also boost
household consumption over the next few years depending on the eventual use of the withdrawn
funds.

Even though confidence of the consumers has been uplifted by the improved economy, households
are still struggling to pay municipal accounts and that has a negative impact on municipal own
revenues.




1.3.3 Maximizing the revenue generation of the municipality

Treasury urges municipalities to ensure that they render basic services, maintain their assets and
clean environment. Furthermore, there needs to be continuous communication with the community
and other stakeholders to strengthen awareness and participation and to improve the municipality’s
reputation which will in turn attract investment in the local economy and in increased employment
(reduction in indigents and increased revenue hase).

For municipalities experiencing serious liquidity challenges like Emthanjeni Loca! Municipality,
collectively the palitical leadership and administrative management are advised to;

** Decisively address unfunded budgets by reducing non-priority spending and improving revenue
management processes to enable collection, and

** Address service delivery failures by ensuring adequate maintenance, upgrading and renewal of
existing assets to enable reliable service delivery.

Municipalities are also urged to ensure that they fund their budgets from realistically anticipated
revenues to be collected and cautioned against assuming collection rates that are unrealistic and
unattainable as this is a fundamental reason why municipalities are not attaining their desired
collection results. The budgeted revenue collection rate per service category for Emthanjeni Local
Municipality is as follow:

% Property rates 75%

** Conventional electricity 70%

% Prepaid electricity 100% of sales
< Water 70%

% Sewer 70%

% Refuse collection 70%

»» QOther revenue items 100%




Conditional grant funding targets national government service delivery priorities. The equitable
share is designed to fund the provision of free basic services to the poor and other expenditures of
the municipalities

In developing the annual budget, the municipality remains mindful of the triple challenges of
poverty, inequality and unemployment facing our communities. It is on the latter, that the
Municipality has resolved to adopt a more conservative approach in tariff setting and determination.
The Municipality has resolved to increase the tariffs for service charges on water, sewer and refuse
as well as other revenue items by inflation rate of 3.4 per cent in the 2026/27 budget year and by 3.3
and 3.2 respectively in the outer years over MTREF. Service charges on electricity tariffs will be
increased by 9.01% and this indicates that the Municipality will only be recovering the cost of
rendering the services without necessarily making any profit.

Emthanjeni Local Municipality was selected for the cost of supply study by SALGA, which will then
assist the municipality to determine the cost reflectiveness of the electricity tariffs. The study was
conducted for water, sewer, waste and the study were completed.

The Municipality needs to embark on implementing a range of revenue collection strategies to
optimize the collection of debt owed by consumers. Furthermore, the Municipality has undertaken
various customer care initiatives to ensure the municipality truly involves all citizens in the process
of ensuring a people lead government.




1.3.4 Guidelines

National Treasury’s MFMA Circular No. 97, 98 and 99, 107, 108, 112, 115, 122, 123,126,128, 129,
130,132 and 134 were used to guide the compilation of the 2026/27 MTREF budget.

The following budget principles and guidelines directly informed the compilation of the 2026/27
MTREF:

The 2025/26 Adjustments Budget priorities and targets, as well as the base line allocations
contained in that Adjustments Budget were adopted as the upper limits for the new baselines for
the 2026/27 annual budget;

= [ntermediate service level standards were used to inform the measurable objectives, targets and
backlog eradication goals;

* Tariff and property rate increases should be affordable and should generally not exceed inflation
as measured by the CPI, except where there are price increases in the inputs of services that are
beyond the control of the municipality, for instance the cost of buik water and electricity. In
addition, tariffs need to remain or move towards being cost reflective, and should take into account
the need to address infrastructure backlogs;

» There will be no budget allocated to national and provincial funded projects unless the necessary
grants to the municipality are reflected in the national and provincial budget and have been gazette
as required by the annual Division of Revenue Act;

1.3.5 Compliance to mSCOA

Municipalities are expected to prepare the 2026/27 MTREF budgets using the budget modules of
their integrated systems solution, generate their financial and non-financial data string and produce
the Schedule Al directly from the integrated systems solution. Which has been the case with the
municipality since the mSCOA Regulations were introduced.

1.3.6 Challenges Experienced in Compiling the MTREF Budget

The main challenges experienced during the compilation of the 2026/27 MTREF can be summarized
as follows:

% The ongoing difficulties in the national and local economy;
< Aging and poorly maintained water, roads and electricity infrastructure;

<+ The need to reprioritize projects and expenditure within the existing resource envelope given
the cash flow realities and declining cash position of the municipality;

+* The increased cost of bulk electricity due to tariff increases NERSA, which is placing upward
pressure on service tariffs to residents. Continuous high tariff increases are not sustainable - as
there will be point where services will no-longer be affordable;

% The need to fill critical vacancies; Revenue recovery, credit control and declining revenue base
due to the current economic environment.




Revenue Framework

In terms of the National Treasury Budget Circulars Municipalities are encouraged to maintain the
tariffs levels that reflect an appropriate balance between affordability to the poor households and
other customers while ensuring the financial sustainability of the municipality. The municipalities are
required to justify any increases on the Tariffs above the range of 3 to 6 percent on the tariffs.

Revenue management is fundamental to the financial sustainability and therefore the municipal
revenue strategy must strive to be built around the following key components:

“* to seek alternative sources of own revenue to increase funding for capital projects;

%+ identification and pursuance of government grants;

%+ tightening credit control measures and increase debt collection targets;

% improve customer relations and promote a culture of payment;

%* realistic revenue estimates - going back-to-basics to ensure MTREF is appropriately funded;
*+ the impact of inflation, the municipal cost index and other cost increases; i

%+ create an environment which enhances growth, development and service delivery;

¢ ensure that water and sanitation tariffs are fully cost reflective.

%+ National Treasury’s guidelines and macroeconomic policy;

* Growth in the Municipality and continued economic development;

< Efficient revenue management, which aims to improve on annual collection rate for property
rates and other key service charges;

* Electricity tariff increases as approved by the National Electricity Regulator of South Africa
{NERSA};

<> Achievement of full cost recovery of specific user charges especially in relation to trading
services;

<+ Determining the tariff escalation rate by establishing/calculating the revenue requirement of
each service;

» The municipality’s Property Rates Policy approved in terms of the Municipal Property Rates Act,
2004 {Act 6 of 2004} (MPRA);

%+ Increase ahility to extend new services and recover costs;
¢ The municipality’s Indigent Policy and rendering of free basic services; and

“* Tariff policies of the Municipality.




For Emthanjeni Local Municipality to continue improving the quality of services provided to its
citizens it needs to generate the required revenue. In these tough economic times strong revenue
management is fundamental to the financial sustainability of every municipality. The reality is that
we are faced with development backlogs and poverty. The expenditure required to address these
challenges will inevitably always exceed available funding; hence difficult choices have to be made in
relation to tariff increases and balancing expenditures against realistically anticipated revenues.

The adjustment budget revenue for 2025/26 financial year was used as the baseline to project
revenue for the next three financial years to ensure budget projections are realistic and can be
achieved. The Division of Revenue Act was also used for grant related revenue.

According to the table below, Revenue has grown by R63.387 million from 2025/26 adjustment
budget to 2026/27. These revenue figures includes both operational and capital grant transfers from

National Treasury.

The following table is a summary of the 2026/27 MTREF (classified by main revenue source)

Table 2 Summary of revenue classified by main revenue source (Table A4)
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Municipality adopts a tariff setting methodology that achieves an appropriate balance between the
interest of poor households and other customers while ensuring financial sustainability of the
municipality.

When setting tariffs, the following was considered:

® The guidelines from National Treasury
. cost of bulk purchases and the fluctuation of seasonal consumption;
. cost of providing services; and
» sound baseline information.
° The affordability of the services to al the classes of the consumers
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The services charges increased by R 37,085 million from 2025/26 to R 243,8 million in 2026/27 and
to R 253,4 million and R 261.8 million in the respective two outer years.

The growth in service charges can be mainly attributed to the higher percentage increase share that
the sale of electricity contributes to the total revenue mix, which in turn is due to rapid increases in
the Eskom tariffs for bulk electricity. The above table excludes revenue foregone arising from
discounts and rebates associated with the tariff policies of the Municipality.

Tariff-setting is a pivotal and strategic part of the compilation of any budget. When rates, tariffs and
other charges were revised, local economic conditions, input costs and the affordability of services
were taken into account to ensure the financial sustainability of the Municipality.

National Treasury continues to encourage municipalities to keep increases in rates, tariffs and other
charges as low as possible. Municipalities must justify in their budget documentation all increases in
excess of the 6 per cent upper boundary of the South African Reserve Bank’s inflation target.
Excessive increases are likely to be counterproductive, resulting in higher levels of non-payment.




The percentage increases for Eskom and Water bulk tariffs are far beyond the mentioned inflation
target. Given that these tariff increases are determined by external agencies, the impact they have
on the municipality’s electricity and in these tariffs are largely outside the control of the
Municipality. Discounting the impact of these price increases in lower consumer tariffs will erode the
Municipality’s future financial position and viability,

It must also be appreciated that the consumer price index, as measured by CPI, is not a good
measure of the cost increases of goods and services relevant to municipalities. The basket of goods
and services utilized for the calculation of the CPI consist of items such as food, petrol and medical
services, whereas the cost drivers of a municipality are informed by items such as the cost of
remuneration, bulk purchases of electricity and water, petrol, diesel, chemicals, cement etc. The
current challenge facing the Municipality is managing the gap between cost drivers and tariffs levied,
as any shortfall must be made up by either operational efficiency gains or service level reductions.
Within this framework the Municipality has undertaken the tariff setting process relating to service
charges as follows

The following stipulations in the Property Rates Policy are highlighted:

% Interms of section 17(1) of the Property Rates Act, 2004, the Municipality may, inter alia, not
levy rates: —

** on those parts of a special nature reserve, national park or nature reserve within the meaning of
the National Environmental Management: Protected Areas Act, 2003 (Act No57 of 2003), or of a
national botanical garden within the meaning of the National Environmental Management
Biodiversity Act, 2004 {Act No 10 of 2004), which are not developed or used for commercial,
business, residential or agricultural purposes.

< on mineral rights within the meaning of paragraph (b} of the definition for “property” in section
1 of the Act,

<+ on a property belonging to a land reform beneficiary or his or her heirs, provided that the
exclusion lapses ten years from the date on which such beneficiary’s title was registered in the
Deeds register.

%* on a property registered in the name of and primarily used as a place of public worship,
including an official residence registered in the name of the church that is occupied by an office-
bearer who acts as officiant of the church.




The categories of ratable properties for purposes of levying rates and the proposed rates for the
2026/27 financial year based on a 3.4 per cent increase from 1 July 2026 is contained.

FINAL TARIFFS FOR MUNICIPAL SERVICES

Financial Years

2024/2025 2025/2026 202612027
Assessment rates (Vatable Supply : Zero-rated)
Market Related Value
Residential* 0.01357 0.01403 0.01451
(Agricultural Property must take note that the Nett Effect of the
Agricultural Levy will be as follows:)* 0.00307 0.00317 0.00328
Public Servjce Purposes that is State Owned* 0.02850 0.02947 0.03047
Commercal Properties* 0.02128 0.02200 0.02275
Industriai* 0.02986 0.03087 0.03192
Place of Warship* 0.01357 0.01403 0.01451
Public Benefit Organization {1:0.25 irt residential properties)* 0.00307 0.00317 0.00328
Public Service Infrastructure* 0.02034 0.02103 0.02174
Mining* 0.03040 0.03143 0.03250
Vacant Land* 0.03040 0.03143 0.03250
Rebates on Assessment rates
Residential on the First Valuation of 35 000 35 000 35 000
Place of Worship and vacant land 100% 100% 100%
Municipal Properties and vacant municipal land 100% 100% 100%

* Tariff exclusive of VAT (15% VAT must still be added to the amount)

Sale of Water and Impact of Tariff Increases

South Africa faces similar challenges with regard to water supply as it did with electricity, since
demand growth outstrips supply. Consequently, National Treasury is encouraging all municipalities
to carefully review the level and structure of their water tariffs to ensure:
<+ Water tariffs are fully cost-reflective — including the cost of maintenance and renewal of

purification plants, water networks and the cost associated with reticulation expansion;

water to the poorest of the poor {indigent); and

% Water tariffs are structured to protect basic levels of service and ensure the provision of free

“* Watertariffs are designed to encourage efficient and sustainable consumption.

In addition, National Treasury has urged all municipalities to ensure that water tariff structures are

cost reflective.

Better maintenance of infrastructure, reservoir construction and cost-reflective tariffs will ensure

that the supply challenges are managed in future to ensure sustainability. The municipality is not a

water services authority and mostly its function will happen at the district level.

District is responsible for critical assessment of its capital infrastructure requirements. The
assessment indicates that current infrastructure is unlikely to sustain its long-term ability to supply
water and they had no other choice but to source capital funding to upgrade the existing

infrastructure.




A tariff increase of 3.4 per cent from 1 July 2026 for water is proposed.

A summary of the proposed tariffs for households (residential) and non-residential are as follows;

FINAL TARIFFS FOR MUNICIPAL SERVICES

2024/2025 2025/2026 2026/2027

Water

Basic levy per service connection

Households * 92.37 96.99 100.29
Businesses* 471.86 495.46 512,30
Defence Force* 471.86 495,46 512.30
Industrial * 471.86 495.46 512.30
Schools * 471.86 495.46 512,30
Flats * 471.86 495,46 512.30
Old age homes * 471.86 495.46 512.30
Churches * 87.88 92.28 95.41
Muncipal activities * 22.31 23.42 24.22
Government offices * 471.86 495.46 512.30
Hospitals * 471.86 495.46 512.30
SAPD* 471.86 495.46 512.30
Correctional Services * 471.86 495.46 512,30
Transnet * 471.86 495.46 512.30
Clinics * 471.86 495.46 512.30

Consumptions - Ordinary Households - -

1- 6kl * {Tariff per kiloliter) 6.71 7.05 7.29
7 - 15 kI * (Tariff per kiloliter) 12,15 12.76 13.19
16 - 30 klL.* {Tariff per kiloliter) 13.80 14.49 14.99
31 - 45kl * (Tariff per kiloliter) 16.09 16.90 17.47
46 - 65 kI * {Tariff per kiloliter) 16.90 17.75 18.35
66 kl and more * (Tariff per kiloliter) 18.59 19.52 20.18

Consumptions - Indigent Households Only o - .

1- 6kl * (Tariff per kiloliter) 6.71 7.05 7.29
7 - 15 ki * {Tariff per kiloliter) 12.15 12.76 13.19
16 - 30kl * (Tariff per kiloliter) 13.80 14.49 14.99
31 - 45 kl * (Tariff per kiloliter) 16.09 16.90 17.47
46 - 65 kl * {Tariff per kiloliter) 16.90 172.75 18.35
66 kl and more * (Tariff per kiloliter) 18.59 19.52 20.18

* Tariff exclusive of VAT (15% VAT must still be added to the amount)




Consumptions - All Other Customers incuding Government,
Business, Schools

1 - 6kl * (Tariff per kiloliter) 6.72 7.05 7.29
7 - 15 ki * (Tariff per kiloliter) 12.15 12.76 13.19
16 - 30 kl (Tariff per kiloliter) 13.80 14.49 14.99
31- 45 kl * (Tariff per kiloliter) 16.09 16.90 17.47
46 - 65 kl * (Tariff per kiloliter) 16.90 17.75 18.35
66 kl and more * (Tariff per kiloliter) 18.59 19.52 20.18




* Tariff exclusive of VAT (15% VAT must still be added to the amount)

Sale of Electricity and Impact of Tariff Increases

NERSA has announced the announced a 9.1 per cent increase in bulk electricity pricing structure for
the 2026/27 MTREF period which must be applicable on electricity tariff to municipalities with effect
from 1 July 2026. Furthermore, it should be noted that the magnitude of the tariff increase is

expected to depress growth in electricity consumption, which will have a negative impact on the

municipality’s revenue from electricity.

FINAL TARIFFS FOR MUNICIPAL SERVICES

2024/2025 2025/2026 202612027
Electricity (Vatable Standard Supply)*
A) Basic levies
Household * 222.16 233.27 254.49
Business * 326,70 343.03 374,25
KVA and Transnet * 252.55 265.18 289.31
Departmental * 234.00 245.70 268.06
Departmental large/Rural* 218.49 229.41 250.29
B) Consumption levies (per unit}
Prepaid meter* - Households
Prepaid meter * 0 kWh - 50 kWh { 1kWh - S0 Free Indigents only) 1.56 1.76 1.92
Prepaid meter * 51 kWh - 350 kwh 1.88 2.12 2.31
Prepaid meter * 351 kWh - 600 kWh 2.65 2,99 3.26
Prepaid meter * 601 and more 3.13 3.53 3.85
Prepaid meter* - Business
Prepaid meter* - Business from 1kWh 3.36 3.78 4.12
Conventional meters - Households *
Households * 1 kWh - 50 kWh (Free Indigents only) 1.63 1.84 2,01
Households *51 kWh - 350 kWh 1.88 2,12 2.31
Households *351 kWh - 600 kWh 2.59 2.92 3.19
Households *601 kWh and more 2.90 3.27 3.57
Conventional meters - Business *
Business * 2.92 3.29 3.58
External consumers * 2.92 3.29 3.58
KVA * 393.09 443.01 483.33
kWh of KVA * 1,93 2.17 2.37
Streetlights * 3.53 3.98 4.34
Transnet KVA *(minimum of 700 KVA) 393.09 443.01 483.33
Transnet kWh * 5.67 6.39 6.97
Departmental : small consumers * 138.99 156.64 170.89
Departmental : large KVA * 167.32 188.57 205.73
Departmental : large kWh * 193 2.18 2.38
Departmental : rural small consumers * 1.46 1.64 1.79
Departmental : buik consumers KVA * 138.99 156.64 170.89




Sanitation and Impact of Tariff Increases

A tariff increase of 3.4 per cent for sanitation from 1 July 2026 is proposed. This is based on the input

cost assumptions related to water. The following factors also contribute to the proposed tariff

increase:

*

the table below;

** Sanitation charges are calculated according to the percentage water discharged as indicated in

FINAL TARIFFS FOR MUNICIPAL SERVICES

2024/2025 2025/2026 202672027
Sewerage and Refuse removal  (Vatable Supply: Standard Rate)
Sewerage and Sanitation
Households, Churches &Church halls
Fixed costs * 136.45 143.27 148.14
Running costs * 90.12 94.62 97.84
Halls, Libraries, Sport clubs, Showground's, - - -
Swimming pools - - -
Fixed costs * 136.45 143.27 148.14
Running costs * 180.23 189.24 195.68
All Businesses - - -
Fixed costs * 136.45 143.27 148.14
Running costs * 180.23 189.24 195.68
Old age homes, Creches, Hostels & - - -
Schools - - -
Fixed costs * 136.45 143.27 148.14
Running costs ™ 290.52 305.04 315.41
Hotels, guest houses & Correctional - - -
Services - - -
Fixed costs * 136.45 143.27 148.14
Running costs * 2580.56 305.09 315.46
Hospitals - - -
Fixed costs * 136.45 143.27 148.14
Running costs * 290.56 305.09 315.46
Availability levy - . -
Abattairs (Industrial effluent)* 495.08 519.83 537.51
Septic tanks
Monday to Friday - perload ora - - -
portion thereaf, One free removal per - o o
month. (Excluding public holidays} * 196.75 206.59 213.62
Monday to Friday - per load or a - - -
portion thereof. Add removal - - -
Public holidays excluded.* 128.47 134.89 139.47
After hours & public holidays {As above)* - - -
Industrial effluent (85 % of water - - .
consumption or as determined by contract) per kiloliter* 6.18 6.49 6.71
Km to outside of urban area per km * 45,18 87.44 49.05
Renewable Energy Site per truck® Payment upfront 4138.33 4 345.24 4 492,98
Call out fee due to consumer faulits - o o
All area call out fee 275.63 289.41 299.25

* Tariff exclusive of VAT (15% VAT must still be added to the amount)




Waste Removal and Impact of Tariff Increases

A 3.4 per cent increase in the waste removal tariff is proposed from 1 july 2026.
The following table compares current and proposed amounts payable from 1 July 2026:

FINAL TARIFFS FOR MUNICIPAL SERVICES
2024/2025 2025/2026 2026/2027

Refuse removal

Refuse removal* 141.28 148.34 153.39
Special refuse removal * 246.16 258.47 267.25
Garden and Building rubble per load* 495.11 519.86 537.54
Solar Rubble per / Kg self removal* 66.17 69.48 71.84
Solar Rubble per / Kg :Removal by the Municipality per truck* 4028.97 4 230.42 4374.25

* Tariff exclusive of VAT {15% VAT must still be added to the amount)

Other tariffs

A 3.4% increase for all other tariffs will apply from 1 July 2026 financial year and 3.3% & 3.2% for the

two outer years of the MTREF as per rate tariff structure.

Overall impact of tariff increases on households

The following table shows the overall expected impact of the tariff increases on a large and small

household, as well as an indigent household receiving free basic services.

Note that in all instances the overall impact of the tariff increases on household’s bills has been kept

at 3.4 per cent.




OPERATING EXPENDITURE FRAMEWORK

National Treasury advises that municipalities must consider cost containment measures and
eliminate non-priority spending.

A cost containment policy has been developed by Council and the policy will address the following
areas:

° Use of consultants.

) Vehicles used for political office-bearers.

J Travel and subsistence according to maximum limits set by National Treasury.

° No sponsorships or municipal funds may be used for social functions, team building, year-

end functions such as staff year-end functions, staff wellness and attendance of sporting events by
municipal officials.

° Catering to be provided only when meetings exceed five {5) hours.
* Communication to be done in an electronic format, such as internal newsletters etc.
. Conference, meetings and study tours

The expenditure framework for the 2026/2027 MTREF is informed by:

° balanced budget constraints where operating expenditure should not exceed operating
revenue;

. funding of the budget over the medium term as informed by section 18 and 19 of the
MFMA;

* repairs and maintenance;
* direct available financial resources towards mee%%g the projects as identified in the IDP;
* bulk purchases costs for electricity and water;

» eliminating spending on non-priority items.

The Table and the Graph below indicates planned expenditure by the Municipality over MTREF
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The operating budget is allocated an amount of R 554.954 million for the 2026/27 financial year

Employee-related costs increased to R 115.722 million.

Finance charges consist primarily of bank charges and the interest paid to the creditors such as
Eskom, Telkom and Auditor General, Legislatively all those interest expenditures are supposed to be
classified as Fruitless and Wasteful Expenditures




Bulk purchases increased R95.000 million. The percentage increase used bulk purchase that was
provided was purely for Eskom account using the current account plus the 9.1% as per NERSA
benchmark.

Contracted Services expenditure is allocated an amount of R 29.126 million in 2026/27 financial
year. The contracted services relate to the services that were acquired through contracts and they
have a specific start period and end period. This account also refers to the Maintenance that will be
done on various assets of the municipality including the movable and immovable assets. in line with
the Municipality's repairs and maintenance plan this group of expenditure has been prioritized to
ensure sustainability of the Municipality’s infrastructure. It should be noted that to increase
development and the municipal revenue base, a balance needs to be struck between renewal,
expansion and construction of new assets.

Unfortunately, at the present moment the municipality is not able to put aside sufficient own
funding to do maintenance on capital assets.

Other expenditure - is allocated a budget of R 35.714 million. This is mainly the operational
expenditure that will be incurred by the municipality and the cost contain measures will be putin
place to ensure that the expenditure incurred is still within the framework of realistically anticipated
revenue,

Free Basic Services: Basic Social Services Package

The social package assists households that are poor or face other circumstances that limit their
ability to pay for services. To receive these free services the households are required to register,

in terms of the Municipality’s Indigent Policy. Detail relating to free services, cost of free basis
services, revenue lost owing to free basic services as well as basic service defivery measurement is
contained in Table MBRR A10 (Basic Service Delivery Measurement).

The cost of the social package of the registered indigent households is largely financed by national
government through the local government equitable share received in terms of the annual Division
of Revenue Act.




CAPITAL EXPENDITURE FRAMEWORK

Investment in municipal infrastructure is critical to sustain growth, rehabilitation of ageing

infrastructure and eradicating service delivery backlogs. Therefore, the capital financing strategies
taken into consideration are;

* ensuring capital program is based on priorities, programs and projects of the IDP;
** ensure capital replacement reserve is cash backed;

expedite spending on capital budget especially projects that are funded from conditional grants;
< explore new ways to find capital expenditure from own revenue contribution;

%+ analyse feasibility and impact on operating budget before capital projects are approved

<+ maximizing of infrastructural development through the utilization of all available resources.

The proposed infrastructure budget for 2026/27 financial year amounts to R 45.495 million
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1.4 Annual Budget Tables

The annual budget of the municipality for the financial year 2026/27 and the multi-year and single-
year capital appropriations as set out in the following tables:

1.4.1 Table Al - Annual Budget Summary

NC073 Emthanjeni - Table A1 Budgel Summary

2026/27 Medlum Term Revenue & Expenditure
Dexcription 202123 202324 2024125 Cument Year 202526 Frasmewark
R thousands Audited Audited Audited Original Adjusied Full Yoar Pre-audit | Budget Year | Budget Yaar | Budget Year
I_ 2] O O Budget Budget Forecast outcoms 2026727 H 202728 +2 201829
Financial Performance

Property rakea 4191 49675 55209 93671 B3N 298N 42876 96 08 99 256 131578

Servee charges 166 855 161522 166 645 21l 205211 i )| a8 242187 251 662 26001t

Invesiment revenue 277 an% 3155 481 5C2% 5C29 1151 5 5554 §TR

Trangier and subsaes - Operatonal 60036 81383 87170 69 528 SBGTY S 73 kLR nnm 73062 75534

Qfer own avenue 22898 19942 142 17 447 AR 43392 31580 99915 98 279 100937
Total R {excluding capital transfers and 297 17 296 249 296 6C2 ek 398 576 308 576 189 832 515337 527814 543802
contributions}

Employee st 98 574 35320 102 922 128470 26470 128470 166 ns22 119 263 12530

Remuneratan of councliors 1670 5720 6607 6042 6042 6042 - 6247 6697 7019

Deprecaton, amorisakon and rrpaxment 53619 LXRLTS 49 51t B 36 14336 11336 - 69 656 12143 12532

Interest Drocends and Renton Land 6 4302 40542 10478 42479 424719 32049 43923 45504 26 360

Inveniory consumed and buk purchases 81397 106 475 122674 9265 131563 131563 ar 813 116619 120961 136776

Transiers and subshies - - - - - - - - - =

Cner eapenciure 181 195 106 306 169 363 142 777 129 5% 129 536 43049 202 788 129158 238611
Total Expenditure 241221 420616 492249 391 7€ 449485 449 385 151 076 554 954 213726 557 268
S urplusDeflcit) {143 804) {130 367} 195 847) 1097 150 0% (50 %09 32755 (39618} {5913) {13460)

Transiers and subsaies - capial | monetiry abocatons) N9 kXX 3 wnw 5873 473 19048 41 482 #4478 30465

TFransiess and subicies - capdl (- = - - - - - - - -

{123 285) (957321 {184 315) 981 7828 1829 5180 1862 13565 16949
Surplus/(Deficit) atter capital transfers & contdbuttony

Share of SurplusDeled awbutible b Assocal - - - - - - - - - -
Sutplusf(Deflch) tor the year £121 485 195732 (164 315} 3383 7828 7828 51804 1 B6S 13565 16999
Capital sxpenditurs & lunds sources
Capltal axpenditure - 38529 7837 42380 62210 62280 1975 45495 3618 g2

Trarsers racognised - capdl - 34808 - B 8710 sa 710 2w 41876 - =

Borigwing - - - - - - - - -

Inkernally generaied nds - 3t - 3580 800 1500 2294 1619 1616 3612
Total sources of capital funds - 38529 - 42 360 62213 62210 M99 45 495 1616 3612
Financlal position |

Toul cyrrent assets 289811 381473 42109 s 472 190 A2 190 490995 524313 25634 W

Total non current asses 210513 206 655 804 728 1620113 I 2SR K| 839736 80067t {8 529) 890

Total current badises 411 5H £55 265 148 595 1662 895) 1541 300} 541 300} 80rE {£92913) Pl [ 26835

Total non currentiaddles 119750 155 16 163 962 190 278 156G 278) 190 278} 163 862 (89 927), - -

Communly weathEouy 569 073 1370 ) 93945 4902 548 1947 B30 1847 890 335228 2007 889 (0997}, (17 484)
Cash tlowy

Netcash fom{used) operaing 1281 116303 2155 92 457 J38H BN 70733 25959 18843) (1274)

Netleash fom{used) nvestng - - 42ard) 162290) (62 2t0) - (46 638} {4 158) {4154}

Net cash fom{used) tnaneng - - - - - - - -
Cashicash equivalents al the year snd 28113 144 448 340 296 76284 8391 8391 107 479 18 086 508% {11843}
Cash backing/sutplus reconclliation

Cash and investrents avaiadie 28150 144 486 HO 3D 76326 815 8433 107 526 22744 5085 (11843

Appl ofcash and mvestnents 219851 1931 S17T 2 815 585 i714C20) {714 028) 578569 {1619 559} {1673) 3469

{Balancs - surplus {shortfall} 1191 701} 1204827) 1178 969) 911881 722 351 722453 {471043) 1042 303 6759 {15294)
Assel management

Assel regsier summary (WOV) 9726 750791 727 480 382001 44079 844679 708 012 (8 528y {&800)

Depigaaton 53619 53757 49 541 1336 1336 106 63656 12143 12532

Renewal and Upgradng of Existng Assels - 5166 17676 11 550 40 3t 400 10 358 2478 2477

Repars and Manenance 148 7812 3143 2320 2320 2199 2485 2564
Free services

Costol Free Basic Serviees provided - - - - - - - -

Revenug cost ol fee services provided 1293 (14 957 (5 255} 139 519) 145 246) {45 448) (20 976} (48 539} {50153}

Houssholds below minfmum senvice lsve!

Viaer - = - - - - - -
Sangton/sewerage’ - - - - - - - -
Encrgy - - - - - - - -
Retse: - - - - - - -

Table Al is a budget summary and provides a concise overview of the municipality’s budget from all
of the major financial perspectives {operating, capital expenditure, financial position, cash flow, and

MFMA funding compliance).




1.4.2 Table A2 — Budget Financial Performance (Standard Classification)

NCO73 Emthanjeni - Table A2 Budgeted Financial Performance {revenue and expenditure by functional classification)

2026127 Madium Term Revenus & Expenditure

Functlonal Classitication Description Ref 2022423 02424 2024125 Current Year 2025126 Framework
R thousand 1 Audited Audited Audited Origiral Adjusted Full Year Budget Year |Budget Year +1/Budget Year 42
0 Qut 0 Budget Budget Forecast 2026127 2027722 202829
Revenue - Functional
Governance and administration 56903 45540 25594 61914 50283 58363 100 830 104 220 106 430
Executve and counol a2 Q - 609 E09 609 651 672 634
Finance and admnist aton SB4T 15540 55 61305 ST 754 $T784 100179 103 557 105 736
Inernal audt = = = = = - = O =
Community and public satety 66948 23351 40141 a7 57 47589 47 589 51414 53067 4197
Comrmundy and socal services 2433 1961 1684 118 1135 1135 124 1254 1294
Spartand recreatan 30 32 404 k] 18 18 £60 637 650
Public sately 1063 121 1569 5048 5048 5048 5397 5575 5754
Housng m 20085 B4 41293 41298 41298 414 45601 47060
Heat - - - - - - - - -
Economic and environmeatal services 181 12715 10175 12252 12 252 12252 9145 15 550 15905
Planning and development 18129 663 14020 1714 LBt 171 1636 407 420
Road ranspart H 12050 9155 10478 10478 10 478 7510 15142 15485
Environmental proecton - - - - - - - - -
Trading services 2354957 249212 252020 09910 1319 169 39109 3814 384 445 387135
Enorgy sources 96 469 01 52 111420 185973 164718 184 718 198 51 207 639 214379
Water managemant 8611 62875 46145 £9 562 93 740 93740 93 5t1 13623 75823
Waske waker management 728N 76 862 82442 78536 71161 7161 85 452 54958 26
Wase management 8005 7614 10012 5819 9490 9490 12417 14 167 tEH7
Other 4 - - - - - - - - -
Total Revenue - F lonal 2 Hrm 130878 27929 431 591 457 313 457 313 §52 204 557 292 574 267
|Eapenditure - Functional
G and admini: 206 169 168 703 1151715 157 424 187881 187 361 202 963 202 525 209992
Executve and councd 41 345 16 215 25858 22167 17442 17442 22 862 21175 22232
Fmance and admnistaton 164 786 139081 a3 218 134 482 170 254 170 254 179 908 181 151 187 554
Interal audi a 13406 %9 176 186 186 192 199 205
Community and public salely 100935 209 4268 48233 HBn7 4537 46997 4251 44 53
Commundy and soaal services 8268 1o 16 114 23261 223% 22396 26 159 21036 21973
Sportand recreaton - 281 1922 10717 9751 a751 6577 6550 6630
Pubuc salety 92666 8616 10 254 10 566 9§74 9EM 1007 1621 12 186
Housng - m a8 1662 34% 3496 124 3in 354
Heam - - - 27 - - 30 - -
Economic and enviranmental services 2399 552717 36975 3610 kLR 351710 62713 M08 16298
Planamng and development 0 14 827 16627 12909 12199 12153 11321 11454 12015
Roadvansport 23920 40450 2048 20701 231N nm 51452 23 68 25284
Envronmentl prokechon - - - e - - = - - -
Trading services 1127 125900 202749 152125 180 917 180917 176910 163436 1My
Encray sources 9893 04 897 134 282 105 244 43383 143 383 124413 124 561 134503
Water management 539 6038 8765 13651 12985 12 985 20268 13 963 15539
Wast waker managernent 4082 30m 20526 14350 943 9431 1269 10247 10716
Wase management 1719 6893 19176 1884t 15115 15115 19472 13665 14320
Other 4 - ki) 4 366 - - m 34 338
[Total Expenditure - Functional 3 | 370901 28271 391758 444 488 445 435 489 954 443 126 462 258
[SumpiusiiDeficit) for tha year (123 4%0) (40 022) 1M 7828 7828 52 250 113 565 111599

Table A2 is a view of the budgeted financial performance in relation to revenue and expenditure per
standard classification. The modified GFS standard classification divides the municipal services into
15 functional areas. Municipal revenue, operating expenditure and capital expenditure are then
classified in terms if each of these functional areas which enables the National Treasury to compile
“consolidated government" reports.

Important notes;

Total Revenue on this table includes capital revenues and so does not balance too the
operating revenue shown on Table A4. As a general principle, the revenues for the
Trading Services should exceed their expenditures

The analysis is purely for the operating revenue against the operating expenditure

excluding capital budgets.
Other functions that show a deficit between revenue and expenditure are being financed
from rates revenues and other revenue sources.




1.4.3 Table A3 - Annual Budget Financial Performance {Revenue & Expenditure by Municipal Vote)

IHCD?II Emthanjeni - Table A3 Budgeted Financial Performance (revenue and expenditure by municipal vote)

Vote Description Ret | 202223 202328 02425 Curment Year 2025026 e
ramewqrh
R thousand Audited Audited Audited Original Adjusted Full Yesr Budget Year |Budgoet Yesr +1|Budget Year +2
Qutcome Cutcome 0 Budget Budget Forocast 2026027 2027128 202819
[Revenue by Vote 1
Vot 1 - Mayor and Councd 432 Q - 809 609 [z ] 651 672 694
Vol 2 - Municpal Manager - = - = - = 5 5 -
Vo 3 - Faance Services 56 440 a5 512 25554 61240 57 689 57 689 100 109 103 485 105 661
Voo § - Carporake Services 2042 753 T 161 459 459 469G s07 523
Vaip § - Community and Socal Servies 126%H B2l 50 026 52 561 56 636 56 666 631411 66 800 69 266
Vole § - Infastucine Services 246124 5430 252183 16313 e HigN 38T 2 285828 05123
Voie 7 - [NAME OF VOTE 7] - - - - - 5 = 5 5
Vo 8 - (NAME OF VOTE 8] - = - - - = - = -
Vo § - [NAME OF VOTE §) - - = - - - - - -
Vol 10 - [NAME OF VOTE 10) - - - - - - - - -
Vour 11 - [NAME OF VOTE 11) - - - - - S N =
Vol 12 - [NAME OF VOTE 12) - = - - - - - - -
Voo 13 - [NAME OF VOTE 13] - - - - - s = - S
Vo 14 [NAME OF VOTE 13) = - x = - = = = -
Vo 15 - [NAME OF VOTE 15) - - - - - = - - =
Total Revenus by Vote 2 N7 330878 27929 431 593 457 113 457311 §52 204 557 292 574267
'Elglndilum by Vote {o be appropriated 1
Vo 1- Mayor and Coundd 41345 391 23784 22 167 17 565 17 565 22 990 21307 22 369
Vo 2 - Municpal Manager a7 13406 ] 76 186 186 392 189 205
Volz 3 - Fnanca Services 164 208 115 739 B1702 122 46 159 178 159 178 169 495 179 189 178 061
Vole 4 - Corporaie Services 5103 12 188 25 2471 22618 22618 23876 23602 24617
Vo 5 - Communty and Sacai Services 98 140 21359 43 083 58 923 52835 52 835 55961 46838 43046
Vo 6+ Inbastuchire Sennces 132 387 165 076 212289 162 801 197193 197 103 217 438 181690 183970
Vo 7+ [NAME OF VOTE 7) - - - - - - - - -
Voo 8 - [NAME OF VOTE 8} - - - - - - - - -
Vol 9. NAME OF VOTE 9] - - - = - - - - -
Vo 10 - [NAME OF VOTE 10] = - - = - - - = -
Vow 1. [NAME OF VOTE 11] - - . - s - - -
Vaie 12 - [NAME OF VOTE 12) - = - = - - - - -
Vo 1. [NAME OF VOTE 13) - - = - - - = - =
Vol 14 . [NAME OF VOTE 14) - - - - - - - - =
Vol 15 - [NAME OF VOTE 15] - - - - - = - - =
Total Expenditure by Vote 2 4121 370901 3892 391758 449 485 449 425 489 954 443726 462 268
|§_umlnslmnliciu {or the year K (123490} {40 022), 161 342) 3984 7828 7828 82 250 113 565 111 939

Table A3 is a view of the budgeted financial performance in relation to the revenue and expenditure
per municipal vote. This table facilitates the view of the budgeted operating performance in relation
to the organisational structure of the municipality. This means it is possible to present the operating
surplus or deficit of a vote.




1.4.4 Table A4 - Budget Financial Performance (Revenue by source & Expenditure by type}

NC073 Emthanjeni - Table Ad Budgeted Financial Performance {revanue and expenditure)
Caseription Ref x2m pobeirl] Forilee] Cuttent Yasr 2025726 2026127 Bedium ';Tn::.:\“ 3 Expenditure
o e el Bl Bl Il el Bl S B e
Revenus
Exchangs Revenue
Setvie charges - Elecresy 2 91139 pag il 153569 153191 15319 52050 8% 505 192040 132 206
Sefvice charges « Yiater 2 138! 15077 19 EX} 835 I8 851 7895 ki L) 413N 42855
Sence crarges - Waso Vaer Manjgamunt 2 tsg17 T 1281 9540 9510 10360 0290 187 12974
Servica charges « Wasm Marageren 2 4006 T 5318 3629 1629 5113 61581 T6% 8236
Sale of Gooos and Renderng of Services 2 15 2 | 1582 1582 1582 95 163 i e 18E
Agency sarvices 2 - . - . 5
Inpres - e . . . 5 .
Inkrast sarned fom Recerables 2 6963 Iia . 3m R noso 1 4139 45093 16218
Inerest #arnad bom Carrent and Mon Currert Assets 4 250t kil i1 4811 5028 §029 1151 5an EES4 5712
Oredends 2 [ 2 5
Renton Land 2 - . - B . .
Rantal kg Fined Aszels 2 1658 TEBI S 499 ik ] 519 22 1152 1146 1215
Lxence and perrvs 2 90 B aH 1793 LRk | 1793 - 1M t3e0 2043
Spedal raing leves 2 5 & 8 5 8 g
Consrucien Conract Revenue 2 l a 5 5 N o
Developmert Charges 2 - & . 5 5 5 o 5 .
Cperatanal Reverue H E3 383 18 19 1500 1500 22 1] 1657 17
Mon-Exchange Revenue
Prepety taies 2 4a4m 43575 45209 B98N 838N L H 206 96 085 9% I56 108 &rd
Surcnarges and Taves 2 475 %4 381 - - - B . B .
Fnes, conatbes and lerogs 2 £ (5 638 B s 38 - LR =] (341 ]
Licerces cf perms 2 - 1602 1262 B - . - - - .
Transter ard aosdms - Operatcnal 2 66036 £1382 [ TAF0] 69588 8073 48073 i nm T3062 78544
Irprest 2 P81 6777 B 5714 M 514 R 3859 40 293 41369
Fuel Levy ? B f . 5 . E g
Operalerial Revenue 2 - - - . -
Gt on disposal of Fued ang leningible Assels H 2 ; . . . R .
Cter Gans 2 2954 [} L] . - - 4615 -
Drartnued Oparaory . - - - - - - #
Total Revenue (exeluding capital farw and ib 1] 297 487 295 249 296 £02 132 05 R: 1y 98576 189 832 307 52784 ez
Expenditure
Ercioyes relied cost 2 98574 105123 102922 12841 128470 128470 €0 nsr2 19263 12531
Reruneraton of curcion 2 1650 LX) £607 6042 5042 6042 . 6247 6657 rone
Buk prrchasas - elect oy 2 7684) 84 110 060 24000 10000 129000 oz 95000 100 000 185000
Irventry consumed 28 4554 123 12615 12656 11521 1156) 9602 21619 20961 276
Dentrmparmen 23 B s5715 162978 - . - . 65000 90 000 95000
Deprecziton. amorisakon and mparrent 2 53619 83757 43541 133 1133 11336 - 63656 12193 12532
rereyt Dvdends and Rerton Lang 2 22767 49018 40542 10476 24719 42479 32043 41922 45504 46960
Cenracid servions b4 14354 2125 21139 6220 92 27 $en 9126 3171 EIRE:)
Transters aeg wtsdes 2z . S 8 5 5 5 5 S 8 5
Irecoverasia dets witien ¢ 2 13791 - . &7 308 6723 67239 . 69526 12028 24333
Operatonal cots 2 15043 30 183 %6 0i6 9218 Has 48 6538 3BT 89% 28138
Dupesal ofF wad and Inbngile Asses ? . G . o - G - o . -
Other Lovwes 2 . 1857} 340 5 5 o 5 344 a D
Total Expenditure 122 426 618 492 249 391758 419 485 A4y a3 157 078 554 934 S1ITHN 397 268
lsul'plullﬂldklﬂ (142 804) 1130 367) {195.647) 1087 {50 29} {50 909}, 215 (35618 (5910 {13468
Translers and susdias - capral monetary alocatons) 6 08 3636 N33 EEY 58737 50737 19048 N 29478 3 165
Transers and s eces - capd (m-knd} [ . . . . . . N . N .
Surptus/{Daflcht) after capital translers & cantnbutions {123 %) (95730 (184 215) ¥EM T8 Ten 51804 1385 %85 16939
Income Tax . 5 - . . S - & o .
Surplus!{Detict) atter income tax {123 ak8) {95732 {164 115) 39834 e T828 31604 1885 %S 16999
Share of Surpkes Delota¥ busibie b Jont Ventre . 5 8 5 5 B . 5 8 .
Share of Suphay Defcl a¥bunble © Mncraes. - 5 5 5 5 . = s 5 =
Surplusi{Defieit) sttributable 1o municipsiity (123 483) ina {164 218 /e Tazs 140 51504 1883 23565 16999
Share of Surplyy Delt aTbulatie b Assocas 7 - B . . - . - . -
b Parenl ndadary 5 5 5 g 8 5 8 5 - g
{SurmpluaitDeticit) for the year i (123 385 195732) 64 318) 3984 Ta 1828 5t 804 1868 565 16999

Choosa name from list - Table A4 Budgeted Financial Performance {revenue and expenditure)




REVENUE ANALYSIS

Total operating revenue has increased by an amount of R 116.761 million when compared to the
2025/26 Original budget.

In terms of the N3tional Treasury Budget Circulars Municipalities are encouraged to maintain the
tariffs levels that reftect an appropriate balance between affordability to the poor households and
other customers while ensuring the financial sustainability of the municipality. Legislatively the
municipalities are not allowed to increase the tariffs during the financial year and revenue
projections will only be increased based on the performance of the revenue components.
Revenue management is fundamental to the financial sustainability and therefore the municipal
revenue strategy must strive to be built around the following key components:

» to seek alternative sources of own revenue to increase funding for capital projects;

** identification and pursuance of government grants;

“ tightening credit control measures and increase debt collection targets;

%* improve customer relations and promote a culture of payment;

% realistic revenue estimates - going back-to-basics to ensure MTREF is appropriately funded;
“ the impact of inflation, the municipal cost index and other cost increases;

% create an environment which enhances growth, development and service delivery;

*+ ensure that water and sanitation tariffs are fully cost reflective.

For Emthanjeni Local Municipality to continue improving the quality of services provided to its
citizens it needs to generate the required revenue. In these tough economic times strong revenue
management is fundamental to the financial sustainability of every municipality. The reality is that
we are faced with development backlogs and poverty. The expenditure required to address these
challenges will inevitably always exceed available funding hence difficult choices have to be made in
relation to tariff increases and balancing expenditures against realistically anticipated revenues. The
municipality’s is currently implementing the credit control strategies that are aimed at the following;

% Growth in the Municipality and continued economic development;

** Efficient revenue management, which aims to ensure a 90% per cent annual collection rate for
property rates and other key service charges, however, due to the lack of economic activity in
the area and high unemployment we are unable to achieve this;

** Replacing the conventional meters in all the municipal supplied areas

* Achievement of full cost recovery of specific user charges especially in relation to trading
services;

** Reduction of the distribution losses and proper billing of the large power users;




IMPACT ON TARRIF SETTING FOR THE PROPERTY RATES AND SERVICES CHARGES

Tariff-setting is a pivotal and strategic part of the compilation of any budget. When rates, tariffs and
other charges were revised, local economic conditions, input costs, growth in the number of
househoids within the municipal area, growth or decline in the number of indigents and the
affordability of services were taken into account to ensure the financial sustainability of the
Municipality.

National Treasury continues to encourage municipalities to keep increases in rates, tariffs and other
charges as low as possible. Municipalities must justify in their budget documentation all increases in
excess of the 6 per cent upper boundary of the South African Reserve Bank’s inflation target.
Excessive increases are likely to be counterproductive, resulting in higher levels of non-payment.

The percentage increases of both Eskom and Water bulk tariffs are beyond the mentioned inflation
target. Given that these tariff increases are determined by external agencies, the impact they have
on the municipality’s electricity and in these tariffs are largely outside the control of the
Municipality. Discounting the impact of these price increases in lower consumer tariffs will erode the
Municipality’s future financial position and viability.

It must also be appreciated that the consumer price index, as measured by CPI, is not a good
measure of the cost increases of goods and services relevant to municipalities. The basket of goods
and services utilized for the calculation of the CP) consist of items such as food, petrol and medical
services, whereas the cost drivers of a municipality are informed by itemns such as the cost of
remuneration, bulk purchases of electricity and water, petrol, diesel, chemicals etc. The current
challenge facing the Municipality is managing the gap between cost drivers and tariffs levied, as any
shortfall must be made up by either operational efficiency gains or service level reductions. Within
this framework the Municipality has undertaken the tariff setting process relating to service charges




1.4.5 Table A5 Consolidated Annual Capital Expenditure Budget by Vote and Funding

Vote Description

R thausand

202023

WIyn

024215

Coment Year 2028726

202677 Madium Term Ravenye & Expanditure
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Audited
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Audited
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Vo 15 - [NAME OF VOTE 15)
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v 10 - [NAME OF VOTE 10]
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Vo 12 - [NAME OF VOTE 12)

Vol 13 - [HAME OF VOTE 13}
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Capitsl tingle-year axpendituse sub-totsi

n
|

EELH

s

24
§a37
]
Ine
69467
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RrAEN

I

3952 |

11493 1818
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78137
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11495 3815

LI - lor,
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Enargy sources
Waker maragement
Wase waler management
Wit management
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H
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k3 )

LRk
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snr
Ho%0 S 0
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ux

1h

wrn
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3500 3500

Erd i)
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41878 o -
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T
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42 30

62210 £2 210
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Table AS is a breakdown of the capital programs in relation to capital expenditure by municipal vote,
capital expenditure by standard classification, and the funding sources necessary to fund the capital
budget, including information on capital transfers from national and provincial departments.




1.4.6 Table A6 Annual Budget Financial Position

NC073 Emthanjeni - Table AE Budgeled Financial Position

207827 Madlum Term Revenus & Expenditure

Description Ref 202223 202124 02425 Current Year 202526 E
tamework
R thousand Budited Audited Audited Griginal Adusted Full Year Pre-audit Budget Yaar |Budget Yaar +1]Budget Year +2|
Outcome Qutcarmm Dutcome Budgat Budgat Forscas 2028727 2021128 202418
ASSETS
Current asse1s
Cash ang cath equvalens 1 814 5 1 05 s tazs 7828 £4029 18085 (13000 116 328
Shorterm Investmens 2 - - - - - - - - =
Trade and other recevables fom exchangs Fansacions 3 N ep7 aiH 16026 7 361 2630 216 330 1212470 191 215 417 LFi]
Recervaties bem adt-eschange Tansacions 3 15041 41630 ) 1B0 189 263 204 514 2H S5 B 647 251005 892n (12586,
Curtentporton od non-curertseces ables 4 - - - - - - - - =
Inverbry 5 57 476 23875 23826 1233 12913 2341 2546 3695 1358
VAT Recewabie f 186 501 191 B2 i bl 2043 30605 30605 214003 621 M43 15585
Oher clirert aises 7 - - = - [ “ -
Totsl cuntent sesats 289843 381473 421 091 51ran 472 190 472190 430995 324373 264 1821
Non current sssets
Irvestens a 36 42 4T 42 a2 42 47 A 656 E
Invesrentprepery 9 8763 3763 8 768 8768 6768 B768 B 764 4066 "
Property plantand equpmert 10 TH 857 191024 8111 3504 302 821213 173 818 782 T 504 8 526 {8920
Buclogacal assety 1t - - - A & = = = A -
Liveg resources 12 - - = - - - = -
Hestage asses 13 6834 5424 HdM 6434 12344 1244 881 12761 -
Inangble assess 0t n 17 1336 %7 1306} 1 506) 506 1321) - -
Trade and cher rectwables fom ewchange vansackons 15 - - - - - - -
Hon-curter(tecenvables kom non-¢1change Fansaoacns 15 - - - - - - - -
Oter non-anrent assen 16 - - - - - - - - -
Total non cucrant assety sr0519 B08 5335 804728 820913 B 121 a1 219 138 8O0 871 (85 {8 920),
TOTAL ASSETS 1100338 118815 1225810 4147 38% 1316 311 13631t 1330731 1325044 14108 9151
LIABILITIES
Currant liahilities
Bark overgrat 1 - - = - - = -
Feancal iabises " £ 1117 1172 {2434) {2439 1243) 688 12810 -
Corsumer depase; 1% 234 o7 31482 {302h {3mn | I (3130) - -
Trade and chet payaties fom exchange yarsactons 0 202301 1t6 681 185 56 L5 T16) {552 121) (552 121 433845 (644 902} T 51879
Trage and cher payables kom non-eachange Yansacuns a 38760 61505 81781 29460 29 460 29 360 127773 431848 43052
Proveion 2 425 9283 4880 - - - 9840 - = -
VAT Payable Fel 156 260 161295 164 535 {12178 (13 178] {13 179) 164 267 13283 7 1y 18867
Chrer cutrent atises 24 217 217 2318 - - - 2219 - = S
Total current llabilities 411 58 553 285 148 693 1664 595) (341 300} {541 3003, 501 504 158291 2310 8 038
Hon cument liabilities
Fnancay) kabies 25 157 4495 165¢ {3802) {58021 502 4553 15999 - =
Proveon 6 ay7ar 115577 1224720 184 176) {44751 B4 276 122413 187 349 -
Long Ere posson ¢f rage payabtles o 151 t1E78 115713 - - 1158 - - -
Ohed non-current kabibaes 28 23149 23768 25255 = - 25255 Y4 - -
Tatal non currant labilitiey 119750 155 418 143 982 150 278 199278 [30 278) 143 882 (89927, - -
TOTAL LIABILIMES 331258 pAl 1] 912 654 1133173} 431 579)) 1631 579 985 766 (882 84 210 26835
NET ASSETS 389 071 417 4T 313 142 4902 553 1947830 1 1G4T 190 J64 968 2007 833 8997); 17 484)
COMMUNITY WEAL THEEQUITY
Acoumutang suphus{debod Fe ] 566 320 134 763 91592 13255 1947890 1947 B30 132976 2007 889 {8.997), {17 184)
Reservesand bings E 2253 2353 2253 - - - 2253 - - -
Other it - - - &5 - - = - 5 5
TOTAL COMMUNITY WEAL THEGQUITY 2 559073 07 021 93 945 4907 558 1947 190 1947 830 s n 2007 089 (8 997} 117 d484)

Table A6 is consistent with international standards of good financial management practice and
improves understanding for councillors and management of the impact of the budget on the
statement of financial position (balance sheet). This format of presenting the statement of financial
position is aligned to GRAP1, which is generally aligned to the international version which presents
Assets less Liabilities as “accounting” for Community Wealth.




1.4.7 Table A7 Annual Cash Flows
NC073 Emthanjeni - Table A7 Budgeted Cash Flows

Deseription

R thousand
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Table A7 illustrate the ability of the municipality to cover its operational expenditure over the
MTREF period. Failure by the Municipality to cover the operational cost indicates that the
municipality simply can’t afford their operations. The budgeted cash flow statement is the first
measurement in determining if the budget is funded. It shows the expected level of cash in-flow
versus cash out-flow that is likely to result from the implementation of the budget.




1.4.8 Table A8 Cash Backed Reserves/Accumulated Surplus

NCO73 Emthanjeni - Table A9 Cash backed reservesfaccumulated surplus reconciliation

Description Red 0220 AWUN 202828 Current Yeas 202526 AT Medwem Trmn Revinuse & Expendture
rarvework
R thousand Audded Audded Andited Crginal Adjutted Fult Year Pre-aydnt Budpel Year |Budget Year +1/Budpet Year +2
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Cashicasn squivaiers al ha yaar end 1 pCRIR] 14 12 i 624 81N [ ki) 10T 479 18086 5085 s

Ohat currerlnvesrens » 30 dayg - - - - - - - - - -
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The cash backed reserves/accumulated surplus reconciliation is aligned to the requirements of
MFMA Circular 42 - Funding a Municipal Budget.

The table evaluates the funding levels of the budget by firstly forecasting the cash and investments
at year end and secondly reconciling the available funding to the liabilities/commitments that exist.

The outcome of this exercise would either be a surplus or deficit. A deficit would indicate that the

commitments exceed the cash and investments available and would be indicative of non-compliance
with the MFMA requirements that the municipality’s budget must be “funded”.




PART 2 SUPPORTING DOCUMENTS
2.1 Overview of the budget process

Section 53 of the MFMA requires the mayor of the municipality to provide general political guidance
in the budget process and the setting of priorities that must guide the preparation of the budget. In
addition, Chapter 2 of the Municipal Budget and Reporting Regulations states that the mayor of the
municipality must establish a Budget Steering Committee to provide technical assistance to the
mavyor in discharging the responsibilities set out in section 53 of the Act.

The Budget Steering Committee consists of the Municipal Manager and senior officials of the
municipality meeting under the chairpersonship of the Mayor / Speaker.

The primary aims of the Budget Steering Committee are to ensure:

that the process followed to compile the budget complies with legislation and good budget
practices;

that there is proper alignment between the policy and service delivery priorities set out in the
municipality’s IDP and the budget, considering the need to protect the financial sustainability of
municipality;

that the municipality’s revenue and tariff setting strategies ensure that the cash resources needed to
deliver services are available; and

that the various spending priorities of the different municipal departments are properly evaluated
and prioritized in the allocation of resources.

In terms of section 21 of the MFMA the Mayor is required to table in Council ten months before the
start of the new financial year a time schedule that sets out the process to revise the IDP and
prepare the budget.

The mayor tabled in Council the required IDP and budget time schedule. Key dates applicable to the
budget and IDP process plan.




2.2 OVERVIEW OF THE BUDGET RELATED POLICIES

The municipality’s budgeting process is guided and governed by relevant legislation, frameworks,
strategies and related policies, namely;

U Accounting policy — the policy prescribes the basis of presentation of the annual financial
statements in accordance with the General Recognized Accounting Practices and Accounting
Standards.

. Asset management policy - the objective of the policy is to prescribe the accounting and
administrative procedures relating to property, plant and equipment (assets).

. Budget and virement policy — this policy sets out the principles which must be followed in
preparing a medium-term revenue and expenditure framework budget. It further ensures that the
budget reflects the strategic outcomes embodied in the IDP and related strategic policies

. Cost containment policy — this policy is to ensure that municipal resources are used
effectively, efficiently and economically. The policy relates to the implementation of cost
containment measures.

. Credit control and debt collection policy — a policy required in terms of section 96 of the
Municipal Systems Act, Act 32 of 2000 - to provide for credit and debt collection procedures and
mechanisms to ensure that all consumers pay for the services that are supplied.

. Free basic services and indigent support policy - to provide access tg*and regulate free basic
services to all indigent households.

. Investment policy - this policy was compiled in accordance with the Municipal Investment
Regulation R308 and ensures that cash resources are managed in the most efficient and effective
manner possible.

. Property rates policy - a policy required by the Municipal Property Rates Act, Act 6 of 2004.
This policy provides the framework for the determining of rates. It further ensures certainty and
clarity as to amounts payable in respect of property rates.

. Supply chain management policy - this policy is developed in terms of section 111 of the
Municipal Finance Management Act, Act 56 of 2003. The principles of this policy are to give effect to
a fair, equitable, transparent, competitive and cost-effective system for the procuring of goods and
services, disposing of goods and selecting of contractors in the provision of municipal services.

. Borrowing policy - this policy enables the municipality to exercise their obligation to ensure
sufficient cash resources to implement the capital programme in the maost cost-effective manner

° Funding and reserve’s policy - this policy is compiled according to section 8 of the Budget
and Reporting Regulations and sets guidelines to ensure that the municipality is financially viable
over the short- and long-term whilst ensuring sufficient funding to achieve its objectives through the
implementation of the operating and capital budgets




. Property rates policy — a policy required by the Municipal Property Rates Act, Act 6 of 2004.
This policy provides the framewaork for the determining of rates. It further ensures certainty and
clarity as to amounts payable in respect of property rates

. Travelling and subsistence policy — this policy regulates the reimbursement of travelling and
subsistence cost to officials and councillors undertaking official visits

. Tariff policy = the policy prescribes the procedures for calculating tariffs. This policy is
required in terms of section 74 of the Local Government Municipal Systems Act, Act 22 of 2000.

The previous year’s adopted policies were reviewed as part of the budget compilation process and
will be approved by Council in May 2026.

The Budget related Policies are attached for considerations are;

s Asset Management

e Augmentation

s Budget Implementation

* (Cash and investment

» Contract Management Model

* Cost containment

e Credit Control and Debt collection
¢ Indigent Policy

e Property Rates

2.3 OVERVIEW OF THE BUDGET ASSUMPTION

Over the past year, GDP growth is expected to average 1.8 per cent from 2026 to 2028. Medium-
term growth will be underpinned by household consumption on the back of rising purchasing power,
moderate employment recovery and wealth gains. The 2026 budget highlights the difficult economic
and fiscal choices confronting government over the next several years. It is evident that determined
action is required to reverse the deterioration of public finances by narrowing the budget deficit,
containing debt and growing the economy faster and in a sustainable manner.

The declining economic growth which might be impacted upon further by the VAT increase and
international companies closing down, the deteriorating state of the finances for state-owned
entities, continued high unemployment and water and electricity shortages will put pressure on the
ability of municipalities to raise revenue. As a result, the budget policy framework for the next three
{3) years is designed to manage risk in a constrained fiscal environment while building a foundation
for economic growth which is supported by the implementation of the national development plan
{NDP).

Municipalities will have to renew their focus on core service delivery functions and reduce costs
without adversely affecting basic services. The state of the economy has an adverse effect on the
consumers. Therefore, revenues and cash flow are expected to remain under pressure considering
the potential closure of coal mines in the municipal area.




The preparation of the 2026/27 budget was compiled considering the current economic indicators,
increased demand for bulk infrastructure, replacement and upgrade of ageing infrastructure and the
continuation of current and improved service delivery standards.

2.4 LEGISLATIVE COMPLIANCE

The municipality is fully committed to promote and seek to implement the basic values and
principles of public administration described as per section 195(1) of the Constitution.

In achieving this commitment, the municipality is presently in full compliance with the stipulations of
the following legislation, the principles as per circulars issued in line with the legislation as well as
promulgated regulations to give effect to the stipulations of such legislation, except where a lower
extent of compliance is reflected:

Local Government: Municipal Structures Act, Act 117 of 1998 with all its amendments to date.,
Local Government: Municipal Systems Act, Act 32.
Local Government: Municipal Finance Managemen? Act, Act 56 of 2004

Local Government: Property Rates Act, Act 6 of 2004 and its promulgated regulations in so far as a
new valuation are implemented from 1 july 2009 in full compliance to legislator requirement.

Electricity Act of 1987

Labour Relations Act of 1995

The Constitution of South Africa, 1996

Financial and Fiscal Commission Act, 1997

Intergovernmental Fiscal Relations Act, 1997

Water Services Act, 1997 Municipal Demarcation Act, 1998

National Environmental Management Act, 1998 o
Remuneration of Political Office Bearers Act, 1998

Skills Development Act, 1998 National Land Transport Transition Act, 2000

Preferential Procurement Policy Framework Act, 2000

Intergovernmental Relations Framework Act, 2005

Division of Revenue Acts as enacted annually




Compliance with the MFMA implementation has been substantially adhered to through the
following activities;

In year reporting

Reporting to National Treasury in electronic format was fully complied with on a monthly basis.
Section 71 reporting to the mayor and treasury {within 10 working days) has progressively improved.

Internship programme
» The municipality is participating in the Municipal Financial Management Internship
programme and has employed all the interns that were previously recruited. Positions for
the new interns have also been filled.
Budget and Treasury Office
¢ The Budget and Treasury Office has been established in accordance with the MFMA.

Audit Committee

* Our municipality receives shared audit services through a district audit committee which has
been established and is fully functional.

Service Delivery and Implementation Plan

* The SDBIP document is at a draft stage and will be finalized after together with the 2026/27
MTREF in June 2026, directly aligned and informed by the 2026/27 MTREF budget.

Annual Report

¢ Annual report has been tabled to council in January 2026.

MFMA Training

* Most of the Finance staff are compliant with MFMA training.
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