>
=
=]
(L)
x
(=
=
(1)
o

ANNUAL BUDGET OF BUFFALO CITY
METROPOLITAN MUNICIPALITY

2025/2026 to 2027/2028

MEDIUM TERM REVENUE AND EXPENDITURE
FRAMEWORK (MTREF) BUDGET

28 MAY 2025




TABLE OF CONTENTS

LIST OF TABLES ...t e e e e e e e e enanes I
LIST OF FIGURES ... ..ot e e e e eeenes A\
PART 1 — ANNUAL BUDGET ...t 6
1.1 EXECUTIVE MAYOR'S REPORT .....cutttiiiiiiiiiiiiiiiiiiiiiiiiiniiiiiniiiiseeeeeeiiineenees 6
1.2 COUNCIL RESOLUTIONS. ...t 11
1.3 EXECUTIVE SUMMARY ...ttt 17
1.4 OPERATING REVENUE FRAMEWORK ......ccoooiiiiiiiiiie 20
1.5 OPERATING EXPENDITURE FRAMEWORK .......coovtiiiiiiiiiiiiiiiii e 39
1.6 CAPITAL EXPENDITURE FRAMEWORK..........coiiiiiiiii 47
1.7 ANNUAL BUDGET TABLES — CONSOLIDATED MUNICIPALITY .............. 51
PART 2 — SUPPORTING DOCUMENTATION .....ovviiiiiiiiiiiiiiii e 78
2.1 OVERVIEW OF THE ANNUAL BUDGET PROCESS..........ccccoiciiiiiiiiiee 78
2.2 OVERVIEW OF ALIGNMENT OF ANNUAL BUDGET WITHIDP................. 90
2.3 MEASURABLE PERFORMANCE OBJECTIVES AND INDICATORS.......... 97
2.4 OVERVIEW OF THE TRADING SERVICES REFORMS..........cccoovvieiieienns 108
2.5 OVERVIEW OF BUDGET-RELATED POLICIES ... 114
2.6 OVERVIEW OF BUDGET ASSUMPTIONS.......cootiiiiii e 131
2.7 OVERVIEW OF BUDGET FUNDING ........coociiiiiiiiiiceiii e 135
2.8 EXPENDITURE ON GRANTS AND RECONCILIATIONS OF UNSPENT
FUNDS . e 150
2.9 COUNCILLOR AND EMPLOYEE BENEFITS.......oviiiiiiiiiiiiiie e 152
2.10 MONTHLY TARGETS FOR REVENUE, EXPENDITURE AND CASH FLOW
156
2.11 ANNUAL BUDGET AND SDBIP’S — INTERNAL DEPARTMENTS............. 162
2.12 ANNUAL BUDGET AND SDBIPS — MUNICIPAL ENTITIES............ccceeee. 174
2.13 CONTRACTS HAVING FUTURE BUDGETARY IMPLICATIONS............. 180
2.14 CAPITAL EXPENDITURE DETAILS ....ooiiiiiiiei e 180
2.15 LEGISLATION COMPLIANCE STATUS ... 205
2.16 OTHER SUPPORTING DOCUMENTS ......coiiiiiiiiiiiiee e 208
2.17 BUDGET TABLES OF THE PARENT MUNICIPALITY ...cooviiiiiiiiiiiieiiieeens 226
2.18 CITY MANAGER'’S QUALITY CERTIFICATE........uuuiiiiiiiiiiiiiiiiiiiiiiiiiiiiines 243
ANNEXURES . ... e 244

LIST OF TABLES

Table 1: Consolidated Overview of the 2025/2026 MTREF Budget........................ 19
Table 2: Summary revenue classified by revenue source...........ccccceeeeeviieieeeeeeee, 23
Table 3: Percentage growth in revenue by main revenue SOUrce .............cccceevvvvnnnn. 24
Table 4: Table SA18 - Operating Transfers and Grant ReceiptS............ccccevvvvvvvnnnnn. 27
Table 5: Comparison of proposed rates to be levied for the 2025/2026 financial year

................................................................................................................................. 30
Table 6: Proposed water tariffS ..........coooeiiiiiiiii e 33

Table 7: Comparison between current water charges and increases (Domestic) .... 34
Table 8: Comparison between current electricity charges and increases (Domestic)
................................................................................................................................. 35
Table 9: Comparison between current annual sanitation charges and increases,
SINGle AWEIlING- NOUSES .......uuiiiiiiiii e eeeanee 36




Table 10: Comparison between current refuse removal fees and increases............ 37

Table 11: SA14 — Household Dills ..., 38
Table 12: Table A4 - Summary of operating expenditure classification by type ....... 40
Table 13: Operational repairs and MainteNaNCe ..........ccceeveeeeeiiiviiiiiiiieee e, 43
Table 14: Table SA34c — Repairs and Maintenance expenditure by asset type ...... 44
Table 15: Basic social services package per indigent household...............c.c....uee... 47
Table 16: Consolidated 2025/2026 Medium-Term Capital Budget Per Funding
Y0 11 | of PP 48
Table 17: Consolidated Capital Budget per FUNCLION ...........cccovvviiiiiiiiieeeeeeeeeii, 50
Table 18: MBRR Table A1 — Consolidated Budget Summary ............cccoeeeeeeeeeeeeenn. 52
Table 19: MBRR Table A2 — Consolidated Budgeted Financial Performance
(revenue and expenditure by function classification)............ccoooeveviiieiiiiiiiniee e 55
Table 20: MBRR Table A3 — Consolidated Budgeted Financial Performance
(revenue and expenditure by muniCipal VOIE).........cooeiiviiiiiiiiiiiiee e 57
Table 21: MBRR Table A4 — Consolidated Budgeted Financial Performance
(revenue and expenditure by source and type) ......oooeveeieiiiiiiiiiii e 58
Table 22: MBRR Table A5 - Consolidated Budgeted Capital Expenditure by vote,
functional classification and funding SOUICE ..o, 62
Table 23: MBRR Table A6 - Consolidated Budgeted Financial Position .................. 65
Table 24: MBRR Table A7 - Consolidated Budgeted Cash Flow Statement........... 67
Table 25: MBRR Table A8 — Consolidated Cash Backed Reserves/Accumulated
SUIPIUS RECONCIHTATION ...ttt 69
Table 26: MBRR Table A9 — Consolidated Asset Management...............cccocevvvvnnnnn. 71
Table 27: MBRR Table A10 — Consolidated Basic Service Delivery Measurement . 76
Table 28: Key activities in the compilation of the 2025/2026 MTREF Budget........... 80
Table 29: IDP’S Five Strategic Objectives..........cooooviiiiiiiii, 90
Table 30: Alignment of BCMM Strategic Objectives with National and Provincial

e 10T 11T P 91
Table 31: MBRR Table SA4 - Reconciliation between the IDP strategic objectives
and DUAQETEd MEVENUE ........uiiiiiiiiiii e 94
Table 32: MBRR Table SA5 - Reconciliation between the IDP Strategic Objectives
and budgeted operating @XPeNdITUIe............uuuuuuuuiiiiiiiiiiiiiiiii e 95
Table 33: MBRR Table SA6 — Reconciliation between the IDP Strategic Objectives
and budgeted Capital EXPeNnditure ..............uuuuiiiiiiiiiiiiiiiiiiiiiiieaes 96
Table 34: MBRR Table SA7 - Measurable performance objectives ...........cccc.......... 98
Table 35: MBRR Table SA8 - Performance indicators and benchmarks.................. 99
Table 36: Macroeconomic performance and projections, 2022 - 2026................... 131
Table 37: Credit rating OULIOOK ........coooeiiieeeeeee e 132
Table 38: Breakdown of the operating revenue over the medium-term................. 135
Table 39:Tariff increases 2025/2026 to 2027/2028 MTREF ..., 137
Table 40: MBRR Table SA15 — Detail Investment Information.......................oo.. 139
Table 41: MBRR Table SA16 — Investment particulars by maturity........................ 140
Table 42: MBRR Table A5 - Sources of capital revenue over the MTREF............. 142
Table 43: MBRR Table SA17 - Details of bOrrowings. ..., 144
Table 44: MBRR Table SA 18 - Transfers and grant receiptS............cccceeeveevvvnnnnnn. 145
Table 45: MBRR Table A7 — Budgeted cash flow .............ccccooo, 146
Table 46: MBRR Table A8 — Cash Backed Reserves/Accumulated Surplus
=TT o ] Tox 1 = [0 o P 147
Table 47: MBRR Table SA10 — Funding compliance measurement ...................... 148

Table 48: MBRR Table SA19 - Expenditure on transfers and grant programmes.. 150
Table 49: MBRR Table SA20 - Reconciliation between of transfers, grant receipts
AN UNSPENT FUNGAS ... 151




Table 50: MBRR Table SA22 - Summary of councillor and staff benefits .............. 152
Table 51: MBRR Table SA23 - Salaries, allowances and benefits (political office

bearers/councillors/ SENIOr MAaNAGEIS) .....coveveiiiiiiiie e eeeeees 154
Table 52: MBRR Table SA24 — summary of personnel numbers............ccccovvveeen. 155
Table 53: MBRR Table SA25 - Budgeted Monthly Revenue and expenditure (Source
= o [ 1Y/ 1= ) USSR 156
Table 54: MBRR Table SA26 - Budgeted Monthly Revenue and expenditure
(MUNICIPAI VOLE) ...t e et e e e e e e e e e e et e e e e eeeeennnes 157
Table 55: MBRR Table SA27 - Budgeted Monthly Revenue and expenditure
(Functional ClassSifiCation) ..........euuuiiiiiiie et eeeeeeees 158
Table 56: MBRR Table SA28 - Budgeted monthly capital expenditure (municipal
170 (=) ISP 159
Table 57: MBRR Table SA29 - Budgeted monthly capital expenditure (Functional

(o Fo ST 0F= 11 0] o) U RURRPRRN 160
Table 58: MBRR Table SA30 - Budgeted monthly cash flow ................ccccoevvvnnnnnnn. 161
Table 59: Executive Support Services - operating revenue by source, expenditure by
type and total capital transSfers ... 163
Table 60: City Manager - operating revenue by source, expenditure by type and total
(o= Vo1 r= LN (= 1 1S (=] USRS 164
Table 61: Human Settlements - operating revenue by source, expenditure by type
and total capital tranSTErS .........ovvueii i 165
Table 62: Finance Directorate - operating revenue by source, expenditure by type
and total capital tranSTErS .........ovvuiii i 166
Table 63: Corporate Services - operating revenue by source, expenditure by type
and total capital tranSTErS .........ovvuiii i 167
Table 64: Infrastructure Services - operating revenue by source, expenditure by type
and total capital tranSTErS ..........uvuiiii i 168
Table 65: Spatial Planning & Development - operating revenue by source,
expenditure by type and total capital transfers.........cccccveiiiiii i 169
Table 66: Public Safety & Emergency Services - operating revenue by source,
expenditure by type and total capital transfers.........cccccceiiiiii 170
Table 67: Economic Development & Agencies - operating revenue by source,
expenditure by type and total capital transfers.........cccccviiiiii 171
Table 68: Solid Waste & Environmental Management - operating revenue by source,
expenditure by type and total capital transfers..........cccccoveeiiiii 172
Table 69: Sport, Recreation & Community Development - operating revenue by
source, expenditure by type and total capital transfers ............cccccvviiiiiiiieinieeenn, 173
Table 70: MBRR Table D1 — Budget Summary — (BCMDA) .......coooeveeiiiiiiiiiieeee, 175
Table 71: MBRR Table D2 — Budgeted Financial Performance (revenue and
eXPENAITUrE) — (BCMDA) ...ttt 176
Table 72: MBRR Table D3 — Capital Budget by asset class and funding — (BCMDA)
............................................................................................................................... 177
Table 73: MBRR Table D4 — Budgeted Financial Position — (BCMDA).................. 178
Table 74: MBRR Table D5 — Budgeted Cash Flow — (BCMDA)............cceeeveeeeennn. 179
Table 75: MBRR Table SA34a — Capital expenditure on new assets by asset class
............................................................................................................................... 181
Table 76: MBRR Table SA34b — Capital expenditure on renewal of existing assets
DY BSSEE CIASS ... ittt 182
Table 77: MBRR Table SA34e — Capital expenditure on the upgrading of existing
ASSEIS DY ASSEL CIASS ...uuiiiiiiiiiiiiitiii e 184

Table 78: MBRR Table SA34c — Repairs and maintenance expenditure by asset
(03 TSRS 186




Table 79: MBRR Table SA34d — Depreciation by Asset Class ..........cccoevevevvvvinnnnn. 188
Table 80: MBRR Table SA35 — Future financial implications of the capital budget 190

Table 81: MBRR SA36 - Detailed capital budget per municipal vote ..................... 191
Table 82: MBRR SA37 - Projects delayed from previous financial year................. 204
Table 83: MBRR Table SA1 — Supporting detail to consolidated budgeted financial

[0 L=T (0] 1 1 4= U [ = SRR 208
Table 84: MBRR Table SA2 — Matrix consolidated financial performance budget
(revenue source/expenditure type and department)..........cccooeeeeeiiiiiiiiiiiiii e, 210
Table 85: MBRR Table SA3 — Supporting detail to consolidated Statement of
FINANCIAl POSITION ... 211
Table 86: MBRR Table SA9 — Social, Economic and Demographic Statistics and
ASSUMPLIONS. ...ttt 215
Table 87: MBRR Table SA13(a) — Service Tariffs by Category...........cccceevevvvvvnnnnn. 219

Table 88: MBRR Table SA13(b) — Service Tariffs by Category — Explanatory....... 220
Table 89: MBRR Table SA25 — Consolidated Budgeted Monthly Revenue and

expenditure (SOUICE and TYPE) .....uuuuuuuuiiiiiiiiiiiiiiiiiiii e 221
Table 90: MBRR Table SA26 — Consolidated Budgeted Monthly Revenue and
expenditure (MUNICIPAI VOTE)........uuuuiiiiiiiiiiiiiiiiiiii e 222
Table 91: MBRR Table SA27 — Consolidated Budgeted Monthly Revenue and
expenditure (Functional ClasSifiCation).................uuueuuiuiiiiiiiiiies 223
Table 92: MBRR Table SA31 — Aggregated Entity Budget ..........ccccooveeeeviviiiiinnnnnn. 224
Table 93: MBRR Table SA32 — List of External Mechanisms .............cccccevvvvvvnnnnnn. 225
Table 94: MBRR Table A1 — Budget SUMMArY ..........ccccooiiieeeiiiiiiiiiie e, 226
Table 95: MBRR Table A2 — Budgeted Financial Performance (revenue and
expenditure by function classification)............cccooveeeiiiiiiiiiiii e 228
Table 96: MBRR Table A3 — Budgeted Financial Performance (revenue and
expenditure by MuUniICIiPal VOIE)........cccooeiiiiiiiii e e eeeaans 229
Table 97: MBRR Table A4 — Budgeted Financial Performance (revenue and
expenditure by SoUrce and tYPe) .....coeeeeeiiiiiiiiie e 230
Table 98: MBRR Table A5 - Budgeted Capital Expenditure by vote, standard
classification and fUNAING SOUICE .........ccooiiiiiiiiiii i e 231
Table 99: MBRR Table A6 - Budgeted Financial POSItion ..............cccoeeeeeeeeeeieee. 233
Table 100: MBRR Table A7 - Budgeted Cash Flow Statement................cccovvvnenn. 234
Table 101: MBRR Table A8 — Cash Backed Reserves/Accumulated Surplus

(Y= ToTo] a1 | 1= [o] o IR 235
Table 102: MBRR Table A9 — Asset Management..........cccoooveeeiiiieieeeeeeeeeee 236
Table 103: MBRR Table A10 — Basic Service Delivery Measurement................... 241

LIST OF FIGURES

Figure 1: Main Operating Revenue categories for the 2025/2026 financial year..... 25
Figure 2: Main operational expenditure categories for the 2025/2026 financial year

................................................................................................................................. 40
Figure 3: Capital Infrastructure Programme ............cceeveviiiiiiiiiiiiiiiiiiiiiiieeeeeeeeeeeeeeeee 51
Figure 4: REVENUE DY SOUICE .....ccoiiiiiiieeiie ettt e e e e eens 60
Figure 5: EXpenditure DY tYPe ......ooovviiiiiiiiiiiii 61
Figure 6: Breakdown of operating revenue for the 2025/2026 financial year ........ 136

Figure 7: Sources of capital revenue for the 2025/2026 financial year.................. 143




AMR
ASGISA

BCMM
BCDA
BSC
CBD
CFO
CM
CoGTA
CPI
CRRF
DBSA
DoRA
DWA

EE
EEDSM
EM
EPWP
FBS
FMG
GAMAP

GDP
GFS
GRAP
HR
HSDG
HSRC
IDP
ELIDZ

ke
Km
KPA

ABBREVIATIONS AND ACRONYMS

Automated Meter Reading

Accelerated and Shared Growth Initiative
South Africa

Buffalo City Metropolitan Municipality
Buffalo City Development Agency
Budget Steering Committee

Central Business District

Chief Financial Officer

City Manager

Cooperative Government & Traditional Affairs
Consumer Price Index

Capital Replacement Reserve Fund
Development Bank South Africa

Division of Revenue Act

Department of Water Affairs

Employment Equity

Energy Efficiency Demand Side Management
Executive Mayor

Expanded Public Works Programme

Free Basic Services

Finance Management Grant

Generally Accepted Municipal Accounting
Practice

Gross Domestic Product

Government Financial Statistics

Generally Recognized Accounting Practice
Human Resources

Human Settlement Development Grant
Human Science Research Council
Integrated Development Plan

East London Industrial Development Zone

Information Technology
Kilolitre
Kilometre

Key Performance Area

KPI
KWh

LED
MBRR
MDGS
MEC
MFMA
MIG
MMC
MPRA
MSA
MTEF
MTREF

NDPG
NERSA
NGO
NKPIs
OoP
PMS
PPE

PPP
PTIS
SALGA
SANS
SDBIP
SMME
SPoMA
ISUPG

USDG
VAT
WSA
WSDP

Key Performance Indicator

Kilowatt per hour

Litre

Local Economic Development

Municipal Budgeting and Reporting Regulations
Metro Growth and Development Strategy
Member of the Executive Committee

Municipal Finance Management Act

Municipal Infrastructure Grant

Member of Mayoral Committee

Municipal Property Rates Act

Municipal Systems Act

Medium-term Expenditure Framework
Medium-term Revenue and Expenditure
Framework

Neighbourhood Development Partnership Grant
National Electricity Regulator South Africa
Non-Governmental Organisations

National Key Performance Indicators
Operational Plan

Performance Management System

Property, Plant and Equipment

Public Private Partnership

Public Transport Infrastructure System

South African Local Government Association
South African National Standard

Service Delivery Budget Implementation Plan
Small Micro and Medium Enterprises

Single Point of Management Accountability
Informal Settlement Upgrading & Partnership
Grant

Urban Settlement Development Grant

Value Added Tax

Waster Services Authority

Water Services Development Plan




PART 1 - ANNUAL BUDGET

1.1 EXECUTIVE MAYOR’S REPORT

On behalf of the Buffalo City Metropolitan Municipality is an honour to present the 2025-
2026 Budget which serves as an instrument to implement the Integrated Development
priorities. The Budget has been prepared in accordance with National Treasury norms
and standards and Is firmly aligned with national and provincial priorities.

As a developmental state, we are mandated to build a Metro that is efficient, effective,
responsive and capable of delivering high quality services consistently and sustainably.
It is important to note that these mandates can never be successful on their own, it
becomes important that as a collective, we work together to respond to priorities and
communities needs identified in the Integrated Development Plan roadshows.

We have pledge to Revive, Recommit and Deliver quality services to communities and
reposition Buffalo City Metro as the destination for investment and fostering economic
growth.

Therefore, the budget continues to remain one of the key strategic instruments to improve
the quality of life of our residents and guide the long-term sustainability of the Metro.

It provides us with a roadmap for how we are prioritizing people’s needs, effectively using
scarce resources, speeding up delivery of services, attracting additional investments and
new funds, promoting sustainability, strengthening democracy, and improving
transparency and co-ordinating as the three spheres have to meet the developmental

needs of our people.

Our development must be intentional and ambitious with the aim of making a difference
and transforming our Metro to be a world-class City with excellent infrastructure, digital
connectivity, efficient and quality services, thriving nature and wildlife, booming economy,
and a prosperous society.

These objectives always need a financial muscle and viability to make sure we achieve
our targets.

In these tough economic times, strong revenue and expenditure management is

fundamental to the financial sustainability of the municipality which is critical in terms of




achieving the City’s service delivery and economic objectives. The reality is that BCMM
is faced with development backlogs that emanate from historical background. But BCMM
has a well-defined political and administrative governance system with two distinct
functions which are the Legislative and Executive function. These are supported by an
administration which focuses on administrative governance and service delivery. Our
vision is clearly expressed in the Metro Growth and Development Strategy (MGDS) vision
2030.

This strategy seeks to co-ordinate all efforts of the municipality, labour, business and
other stakeholders towards the creating a Metro that is economically productive, spatially
integrated, globally connected, green, safe and well-governed.

Equally to this, we have to create opportunities for our people to be employed and give
skills to the young people so that they can be employable. The total number of
unemployed people within Buffalo City constitutes 17.09% of the total number of

unemployed people in Eastern Cape Province.

The Buffalo City Metropolitan Municipality experienced an average annual increase of
7.69% in the number of unemployed people, which is worse than that of the Eastern Cape
Province which had an average annual increase in unemployment of 6.77%. When
comparing unemployment rates among regions within Buffalo City Metropolitan
Municipality, Mdantsane, Chalumna Sub-metro Region has indicated the highest
unemployment rate of 43.9%, which has increased from 29.3% in 2013.

BCMM is experiencing a total number of households increased at an average annual rate
of 1.56% from 2012 to 2022, which is higher than the annual increase of 1.62% in the
number of households in South Africa.

In terms of developing our community, the Metro has improved the number of households

with access to water and sanitation services.

Buffalo City Metropolitan Municipality (BCMM) is a Water Services Authority (WSA) as
well as a Water Services Provider (WSP), providing Water, Sanitation, and Scientific

Services with their primary duty being provision of water and sanitation services to the




municipality. The municipal Water Division achieved 99% compliance with prescribed
national water quality standards in the year under review.

As the municipality continues to grow, large-scale investment in wastewater infrastructure
is required to add capacity and keep up with the latest technology and treatment

standards.

We are currently working with the Municipal Infrastructure Support Agency (MISA) to
address challenges related to water and sanitation infrastructure. Focus on water leaks
and refurbishment of water infrastructure.

MISA is providing technical expertise to help identify potential failures and recommend
solutions, as well as assisting with the development of a comprehensive fleet
management system to address failures within the BCMM's Fleet Services department.
BCMM has also accelerated its focus on waste management, more particularly the
removal of illegal dumps, regular street cleaning and waste removal. The Metro is working
hard to get the basics right and getting things done. We have seen the results: Our Metro
is cleaner and greener.

Waste not disposed of correctly has a direct impact on the health and well-being of our
communities and causing disease, flooding and poses a threat to our environment. In this
regard, we urge our residents and communities to please play their part and take
responsibility for the waste they are generating and disposing of.

The Metro has recently spent over R220 million upgrading Reeston Wastewater
Treatment Works, in preparation for diversion of Central Wastewater Treatment Works,

to open development in Amalinda, Wilsonia, Reeston, and other adjacent areas.

Buffalo City Metropolitan Municipality undertakes to prioritise housing and related
services, identify and designate land for human settlements development, initiate, co-
ordinate, facilitate, promote and enable appropriate human settlements development as
mandated by the Constitution of the Republic of South Africa. We are currently facing the
issue of vacant land that is being invaded in and around BCMM. People are in desperate
need of housing development. The public land is vested in the state and it has proven to

be a very difficult exercise to access state land as compared to accessing privately owned




land. Purchasing for more land by the BCMM needs to be prioritized. The increase comes
with challenges like immediate need of water, sanitation and electricity.

Drawing on the household infrastructure data of a region is of essential value in economic
planning and social development.

BCMM has received level 2 certificate to be able to build our own houses instead of
waiting for Human Settlements to do that on our behalf. That is a great milestone that we
have achieved as this Metro Municipality.

To fulfil our mandate of improving the lives of the people of Buffalo City Metro we will
continue to allocate 70% of our total capital budget to infrastructure development.
BCMM continues to spend funds on provision of water, building of roads and the servicing
and upgrading of our electricity network.

Since the launch of the national supported Operation Valazonke, the Metro has worked
hard in fixing our ailing road infrastructure that is caused by the inclement weather
conditions.

We are proud to say many roads have been improved. Well maintained roads are crucial
in promoting economic growth and ensuring the safety of road users. Investors also look

at the state of the road network, hence it is crucial to prioritise the network.

For electricity, in terms of National requirements BCMM should reduce consumption of
Electrical Energy. The Metro has vast potential within the City to reduce reliance on
external energy sources. BCMM is exploring solar energy supply from an Independent
Power Producers. This project aims to reduce our dependence on Eskom but will also
improve energy efficiency in the Metro. In respect of tariffs, BCMM continue to engage
with National Electricity Regulator of South Africa, to find solutions to help our struggling

residents.

It is a reality that the Metro single-handled will not be able to change and transform our
City, we will need key partners and will need to make strategic interventions to drive the
developmental agenda of our City. We are making progressive strides with our strategic
partners, the East London Industrial Development Zone, Buffalo City Developmental

Agency, Transnet, Mercedes Benz South Africa and Chambers of Business, International




Partners, and Provincial and National Government to collectively steer our City for
economic growth, prosperity, and long-term sustainability. To this end, the city has
established the Leadership Business Compact to engage with business on building a
working city. We have regular meetings with the MBSA and ELIDZ on plans to develop
and attract investors. MBSA is generating its own electricity, we can learn from them from

the City to develop.

We need to revive, recommit, and deliver for our people.

Thank you.

Clir Princess Faku
BCMM Executive Mayor




1.2 COUNCIL RESOLUTIONS

On 28 May 2025 the Council of Buffalo City Metropolitan Municipality convenes to
consider the Revised 2025/2026 Integrated Development Plan (IDP), 2025/2026 Medium
Term Revenue and Expenditure Framework (MTREF) and Built Environment
Performance Plan (BEPP): BCMM Catalytic Land Development Programmes. It is
recommended that the Council approves and adopts the following resolutions:

1. The Council of Buffalo City Metropolitan Municipality, acting in terms of the Local
Government: Municipal Planning and Performance Management Regulations of 2001
and Section 4(1) of the Municipal Property Rates Act of 2004 considers and notes
the public comments received on the Draft (Revised) IDP, MTREF Budget and budget-

related policies attached as Annexure AC.

2. The Council of Buffalo City Metropolitan Municipality, acting in terms of Section 34 of
the Municipal Systems Act, 32 of 2000 approves and adopts the Revised 2025/2026
Integrated Development Plan (IDP).

3. The Council of Buffalo City Metropolitan Municipality notes the updated summary of
the Buffalo City Metropolitan One Plan, as captured in Section D of the Revised
2025/2026 IDP.

4. The Council of Buffalo City Metropolitan Municipality, acting in terms of Division of
Revenue Act (DoRA), approves and adopts the 2025/2026 Built Environment
Performance Plan (BEPP): BCMM Catalytic Land Development Programmes.

5. The Council of Buffalo City Metropolitan Municipality, acting in terms of section 24 of

the Municipal Finance Management Act, (Act 56 of 2003) approves and adopts:

5.1.The Consolidated Annual Budget of the municipality for the 2025/2026 MTREF
and the multi-year and single-year capital appropriations as set out in the following

tables:




5.1.1. Budgeted Financial Performance (revenue and expenditure by functional
classification) as contained on {Table 19},

5.1.2. Budgeted Financial Performance (revenue and expenditure by municipal
vote) as contained on {Table 20};

5.1.3. Budgeted Financial Performance (revenue by source and expenditure by
type) as contained on {Table 21}; and

5.1.4. Multi-year and single-year capital appropriations by municipal vote and
functional classification and associated funding by source as contained on
{Table 22}.

5.1.5. Financial Position as contained on {Table 23};

5.1.6. Budgeted Cash Flows as contained on {Table 24},

5.1.7. Reserves and accumulated surplus reconciliation as contained on {Table
25}

5.1.8. Asset management as contained on {Table 26}; and

5.1.9. Basic service delivery measurement as contained on {Table 27}.

5.2. The Annual Budget of the parent municipality for the 2025/2026 MTREF and the

multi-year and single-year capital appropriations as set out in the following tables:

5.2.1. Budgeted Financial Performance (revenue and expenditure by functional
classification) as contained on {Table 95},

5.2.2. Budgeted Financial Performance (revenue and expenditure by municipal
vote) as contained on {Table 96},

5.2.3. Budgeted Financial Performance (revenue by source and expenditure by
type) as contained on {Table 97}; and

5.2.4. Multi-year and single-year capital appropriations by municipal vote and
functional classification and associated funding by source as contained on
{Table 98}.

5.2.5. Budgeted Financial Position as contained on {Table 99},

5.2.6. Budgeted Cash Flows as contained on {Table 100};

5.2.7. Reserves and accumulated surplus reconciliation as contained on {Table
101};




5.2.8. Asset management as contained on {Table 102}; and

5.2.9. Basic service delivery measurement as contained on {Table 103}.

5.3. The Annual Budget of the municipal entity (BCMDA) for the 2025/2026 MTREF
as set out in the following tables:
5.3.1. Budgeted Financial Performance (revenue by source and expenditure by
type) as contained on {Table 71};
5.3.2. Budgeted Financial Position as contained on {Table 73};
5.3.3. Budgeted Cash Flows as contained on {Table 74},
5.3.4. Budgeted Capital by asset class and Funding as contained on {Table 72}

6. The Council of Buffalo City Metropolitan Municipality, acting in terms of section 75A

7.

of the Local Government: Municipal Systems Act (Act 32 of 2000) approves and
adopts tariffs (percentage increase) contained on {Table 39) effective from 1 July
2025:

6.1. Property rates — as set out in Annexure F

6.2. Electricity charges— as set out in Annexure F

6.3. Water charges — as set out in Annexure F

6.4. Sanitation services — as set out in Annexure F

6.5. Solid waste services — as set out in Annexure F

6.6. Other services as set out in Annexure F

To give proper effect to the Consolidated Annual Budget, the Council of Buffalo City

Metropolitan Municipality approves:

7.1.That an indigent subsidy be granted to registered indigents in terms of Council’s
Indigent Policy.

7.2. That an indigent consumer be given an average social subsidy package on his/her
account per month, which includes a maximum of 50kwh for electricity and 6kl for

water as contained on table 15.




8. The Buffalo City Metropolitan Municipality Council approves and adopts the revised

budget related policies:

8.1. Tariff Policy— as set out in Annexure G

8.2. Property Rates Policy— as set out in Annexure H

8.3.Movable Asset Policy — as set out in Annexure K

8.4.Investment & Cash Management Policy — as set out in Annexure T

9. That Council adopts the budget-related policies adopted in the previous financial
years and where no amendments have been made after review, as listed in Section

2.4.1 of this report and are available on BCMM'’s website at www.buffalocity.gov.za .

10.That in terms of Section 24(2)(c)(iii) of the Municipal Finance Management Act, 56 of
2003, the measurable performance objectives for capital and operating expenditure
by vote for each year of the medium-term revenue and expenditure framework as set

out in Supporting Table SA7 {Table 34) be approved

11.That in terms of Section 24(2)(c)(iv) of the Municipal Finance Management Act, 56
2003, the Revised 2025/2026 Integrated Development Plan be approved

12.Council notes that the Consolidated 2025/2026 MTREF Budget tabled for adoption is
structured in terms of the Buffalo City Metropolitan Municipality votes and functions.

13.MFMA Circular 129 and 130 for the 2025/2026 MTREF attached as Annexure X be

noted by Council.

14.The Council approves and ensures that by June 2026 BCMM will have implemented
a Service Compact between the Municipality as a service authority and the Water &
Sanitation Business Unit and the Electricity & Energy Business Units as the service
providers, clarifying the separation of roles between the service authority and the
service providers and defining accountabilities and authorities accordingly, as per M1
(SPoMA Service Compact).



http://www.buffalocity.gov.za/

15.The Council approves and ensures that by June 2026 BCMM will have implemented
a formal recruitment process to appoint the heads of the Water & Sanitation Business
Unit and the Electricity & Energy Business Units with the requisite commercial and
engineering skills and experience, formalised by a performance contract with
performance targets that prioritise reform imperatives, as per M2 (SPoMA

Appointment).

16.The Council approves and ensure that by June 2026 BCMM will have approved a
macro-organisational structure which gives effect to and supports the mandate,
responsibility and accountability of the heads of the Water & Sanitation Business Unit
and the Electricity & Energy Business Units and ensures the Business Units are
adequately resourced with all requisite internal capabilities to discharge their mandate
across all operational and support value chains, as per M3 (SPoMA Organisational

Structure).

17. The Council approves and ensures that by June 2026 BCMM will have finalised
delegations which give effect to and support the mandate, responsibility and
accountability of the heads of the Water & Sanitation Business Unit and the Electricity
& Energy Business Units for all operational and supporting value chains as per M4
(SPoMA Delegations).

18. The Council approves and ensures that by June 2026 BCMM will have developed a
multi-year utility financial model (i.e. reflecting utility characteristics and requirements)
and use this to prioritise and generate a Business & Investment Plan to achieve long-
term strategic objectives starting from 2026/27, according to the requirements set out

in M5 (Financial Model and Business & Investment Plan).

19. The Council approves and ensures that by June 2026 the BCMM overall municipal
budget for the 2026/2027 MTREF accommodates, supports and funds the business
and investment plans of its trading services, to the maximum extent possible, as set

out in M6 (Budget support of Trading Service Business & Investment Plan).




20. The Council approves and ensures that by June 2026 BCMM will is able to provide
full separate AFS per trading service (per specimen template provided in an MFMA
circular of July 2024) for the 2026/27 financial year and thereafter, and the flows and

balances statement, as set out in M7 (Financial Transparency).

21. The Council _and ensures that by June 2026 BCMM will have in place effective:
i.  Additional capacity to support and manage the planned organisational change;
and
ii.  Additional capacity to support the planned increase in trading services capex,
As set out in M8 (Support for the management of organisational change and

increased delivery).

22.The Council of Buffalo City Metropolitan Municipality notes that the minimum
commitments must be maintained throughout the life of the programme, and that any
dismantling of these commitments will preclude further participation in the
performance-based incentive grant programme of the Urban Settlements

Development Grant.

23. The Council of Buffalo City Metropolitan Municipality further notes that overall
municipal audit performance is also an essential prerequisite for participation in the
programme, and that an adverse or disclaimed Auditor General audit opinion will
preclude further participation by the BCMM in the incentive grant programme

until a satisfactory audit result is achieved.

P. FAKU
EXECUTIVE MAYOR
BUFFALO CITY METROPOLITAN MUNICIPALITY




1.3 EXECUTIVE SUMMARY

We are presenting this Medium-Term Revenue and Expenditure Framework budget for
2025/26 under very challenging conditions for the economy globally, domestically, and
locally.

At a global level, there is increased tension in so far as geopolitics are concerned with
economic protectionism and trade wars characterising the outlook. This is an environment
that often leads to low investment as companies adopt a conservative approach, keeping
their money or allocating it to low-risk investments.

This has an impact to our domestic economy which has not seen decisive growth
accompanied by rising debt levels for the national government. Our domestic growth
forecast for 2025 has been revised down to 1.7 percent by the South African Reserve
Bank due to subdued demand and supply-side fragilities. The ordinary consumer has
been affected by this grim economic outlook and many have been forced to belt tighten.
This is something that is reflected in the low consumer confidence levels in the country.

Our observation has been that some consumers decide to defer payment of municipal
rates and services when they feel their budgets are limited. We continue to advise our
consumers that paying for municipal services is a necessity and these should be equated
to other basic survival necessities such as food, shelter, and clothing. While we
acknowledge the concerning state of the economy, it should be understood that the
municipality is still required to provide the basic services for human survival, and these
come at a cost.

This realisation has led us to adopt virtually low tariff and service charge increases. We
have also acknowledged that our city’s revenue base has not positively changed over the
years—a reality that has led us to rethink and refocus our projects and initiatives towards

growing our revenue base.

Part of the measures for growing our revenue base and creating a thriving economy is
implementing our economic recovery and investment plan which includes:
« Automotive consolidation and value chain localization (retain MBSA, build on

ELIDZ supplier park, establish automotive incubator, shift to auto digital hub)




« Diversification towards a future fit economy (digital, green, agro-industry, creative
economy, tourism)

e Inclusivity (township economy, small enterprise support, local procurement,
incubator programmes, public employment programmes, future skills hub)

« Enabling infrastructure (port, roads, water and sanitation, digital)

« Investment retention and promotion (red-tape reduction, becoming the cheapest
metro to do business by 2026, investment centre with automated property
application process)

e Eco-system co-ordination and partnerships (leveraging rest of government and
state through DDM, partnerships with Border Kei Business Chamber around Invest
Buffalo City, Business Intelligence Desk

Financial stability and sustainability remain a key focus for our 2025/2026 MTREF
together with looking after the needs of all our residents. We have observed that the
Revenue base has remained stagnant only increasing by the increase in the annual
tariffs. In order for the city to grow there needs to be growth in the revenue base from

new investments and expansion of current investments.

Revenue enhancement strategies that will be implemented to improve the revenue base
include:

« Optimisation of investment property usage;

« Introduction of new revenue streams;

« Centralisation and automation of cash collection points;

o Densification of our City through the development of vacant land parcels in line

with the City’s SDF.

« Protection and productive utilisation of our land parcels,

« Prioritising revenue-generating infrastructure projects,
In order to achieve long-term financial stability, stronger controls within BCMM are critical
and several interventions have already been implemented in a bid to achieve more
accurate billing, and revenue collection as well as reducing the backlog of
gueries. Increased review and reconciliation are some of the internal control measures

that are underway to provide reasonable steps to prevent or significantly reduce these




instances.

efficiency, and enforcing good governance and financial accountability.

The City is strengthening financial management, driving operational

Our budget prioritises the people of Buffalo City by ensuring consistent service delivery

and development within the available means. Our approach to financial stability and

sustainability is meant to assist the residents by ensuring that they continue to have a

credible institution of local government that operates into the future.

Table 1: Consolidated Overview of the 2025/2026 MTREF Budget

DESCRIPTION

2024/2025
ADJUSTMENT
BUDGET

2025/2026
FINAL
BUDGET

INCREASE
OR
(DECREASE)
%

2026/2027
FINAL
BUDGET

2027/2028
FINAL
BUDGET

Total Operating Revenue 10 301 758 619 | 10953 568 908 6,33 11392477 327 | 11985 100 454
Total Operating Expenditure 10 296 562 707 | 10951 600 508 6,36 11390475482 | 11982 847 536
Surplus/(Deficit) for the year 5195912 1968 400 2001 845 2252918

Total Capital Expenditure 1426 182 861 1159 708 529 (18,68) 1177 308 507 | 1214 140 446
Total Opex and Capex Budget | 11722745568 | 12111 309 037 12 567 783 989 | 13 196 987 982

The following budget principles informed the compilation of the 2025/2026 MTREF-:

a) Consumer Price Inflation (CPI), 4.3% in 2025/2026, 4.6% in 2026/2027 and 4.4%
in 2027/2028 financial year;

b) High unemployment rate resulting in high bad debts, the revenue collection rate
has been projected at 76% in 2025/26, 78% in 2026/2027 and 79% in 2027/2028
financial year;

c) The National Energy Regulator of South Africa (NERSA) has approved an increase
of 12.74% in Electricity Bulk purchases, in turn the City will use the NERSA bulk
purchase increase for revenue tariff increase as the MYPD was long set aside by
the courts. The use of this bulk component is against the proposed application to
NERSA based on the cost of supply. For the outer years, electricity tariffs are
projected to increase by CPI,

d) The guidance provided on MFMA Circulars has been followed in projecting salary
and wage increases of 5.01% in 2025/2026, 5.35% in 2026/2027 and 5.65% in




2027/2028. The basis for using the MFMA circular is that the Current wage
agreement.

e) Amatola Water Board has approved an increase in bulk water tariffs of 7.26% from
01 July 2025. Therefore, in pursuit for full cost of recovery for the Metro, the water
service tariff increase is projected at 9.80% throughout the 2025/2026 MTREF and
take into account the cost of repairs and maintenance

Considering the above indicators, the City’s consolidated operating revenue increased by
6.33% for the 2025/2026 financial year when compared to the 2024/2025 adjustment
budget. The operating revenue increase is mainly attributable to tariff increases. For the

two outer years, operational revenue will increase by 4.01% and 5.20% respectively.

The consolidated operating expenditure increase is 6.36% from 2024/2025 adjustment
budget to the 2025/2026 budget year. The operating expenditure increase is mainly

attributable to employee costs, electricity bulk purchases and debt impairment.

BCMM is striving to budget for a surplus over the MTREF, with the intention of building
cash reserves to increase investment in economic and social capital expenditure, thereby

reducing reliance on grant funding.

1.4 OPERATING REVENUE FRAMEWORK

In these tough economic times strong revenue management is fundamental to the
financial sustainability of the municipality which is critical in terms of achieving the City’s
service delivery and economic objectives. The reality is that the City is faced with
development backlogs that emanate from the historical background. Furthermore,
economic circumstances, such as increasing rates of unemployment and poverty impact
the ability of households to pay their accounts.

The City will focus on ensuring that all billable revenue is correctly charged and
adequately collected. Improved revenue generation allows for the City to deliver quality

services and thereby improving quality of life of communities.




Cost containment measures are being implemented by the City in an effort to achieve

operational efficiency and avoid budget deficit. The implementation of these initiatives

over the MTREF period will ensure the financial sustainability of the municipality.

The City’s revenue strategy is built around the following key components:

National Treasury’s guidelines and macroeconomic policy.

Growth in the City and continued economic development.

Efficient revenue management, which aims to ensure an annual collection rate for
property rates and other key service charges for the 2025/2026 financial year that
is within the National Treasury acceptable norms.

The Municipality is implementing Credit Control measures to ensure acceptable
norms and standards are achieved. In addition, the relevant policies are in the
process of being reviewed to ensure compliance.

Implement electricity tariff increases that are in line with the National Electricity
Regulator of South Africa (NERSA) Guidelines and approval.

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.

Preform regular Supplementary Valuations.

Monthly supplementary valuations are performed to update General Valuation roll.
Implementation of a General Valuation every four years in terms of the Municipal
Property Rates Act.

The city is currently implementing the 2022 General Valuation roll and will be
implementing the next General Valuation roll on 01 July 2027.

Implementation of an automated meter reading as opposed to a manual process
where feasible.

The city has a Meter Reading System that is utilised by the Billing Section for
collecting readings for non-smart meters. The department utilises the system to
validate and ensure accuracy of the readings as part of the billing process. The

readings are collected by the meter reader and are input into a hand-held




device. The readings from the handheld device go into the Meter Reading System
where they are collated for sending to the Financial System. The city has a Smart
Metering System for managing readings for smart meters.

= Increase ability to extend new services and recover costs.

» The municipality’s Indigent Policy and rendering of free basic services.

= Interms of its Constitutional obligation, BCMM provides a monthly indigent subsidy
to registered indigent customers (All services in relation to Urban and only free
Basic Electricity in relation Rural). BCMM has an Indigent Support Policy and By-
law in place that governs the application process and financial aspects. Council
reviews the Indigent Support Policy annually. The policy stipulates and prescribes
the qualifying criteria for a domestic household based on gross household income
equal to two social grants per month or property value equal to or less than
R250,000. The subsidy relates to electricity (50kwh), water (6kl), refuse removal,
sanitation, property rates. Every month, with the monthly billing, the indigent
subsidy is granted on the Indigent Beneficiaries’ accounts. For free basic
electricity, customer claim their 50kWh every month via the vending system.

= The intention of the Indigent support policy is to assist the beneficiary with basic
services and to rehabilitate the beneficiary to be able to exit the indigent support
provision. Annually the municipality is provided with equitable share from National
Government that funds the monthly provision of Free Basic Services to the
beneficiary in terms of the annual Division of Revenue Act.

= Creating a conducive environment to attract potential investors; and

= Review of the Spatial Development Framework to allow proper use and

densification of land parcels:

The following table is a summary of the 2025/2026 MTREF (classified by main revenue

source):




Table 2: Summary revenue classified by revenue source

2025/26 Medium Term Revenue &

Description y 7Ry V! Current Year 2024125 ,
; Expenditure Framework

T T e T T e T
Exchange Revenue
Servicg charges - Electiciy 21995011 2147011 2385332 203814 263H814| 283814 | 3197096 | 3368461 3,576,969
Servioe charges - Water 12051331 TRENTE O8430(  OMt568|  oM1he8| 911568 1000901 1066360 | 1,136,100
Service charges - Waste Walgr Management qomsy 48231 M8 603379 603319 603379| 62| 662062 691192
Sevice charges - Wasts Management Jo46  63% 4048\ S TTT SRTTTL SHTIT|  S614%4| ST884| 613 TH
Sale of Goods and Rendering of Services 1008481 109050} 128512  1%3110|  1B3M0)  A3MO| 150693 167039 | 174389
Agency senvices 05% B9 06T BT BT _ATL 9% N0 309
Interest eamed from Recgivables 176561 30075 39M0| 2229|2229 22099 31858 42503 |  2531%4
Interest eamed fom Current and Non Current Assefs B0%6 47660 B1630| %G| M3 M| T T AR
Rental fom Fixed Assefs AN60 ANt B6|  UW3| UM UX3| 5306 640 276
Operatonal Revenue 690424 482 STdpd| 88261 8326 88,261 00%| %21 10058
Non-Exchange Revenue
Property rales 17800 T30 212634 | 22694971 22694971 2269497 238401 2435508| 2542670
Fings, penalfis and forit 12408 69741 6543 9,691 9591 9591 10108 10513 11038
Licences or permits 18 a6 136%| 402 1402 14,022 e 1528 1591
Transter and subsicies - Operafonal 10092951 1192815 1362676| 1636167| 1757634| 1757634 18011241 1786129 1684090
Fugl Levy - TON3 TMYB| TR TR TIAR| T98042| 82919 8T918
(Gains on dlisposal of Assefs 1362 109 13 - - - - - -
Oher Gaing 19,354 913 2349 - - - - - -
Total Revenue (excluding capital ransfers and 8248985 80527 9353422 101348111 10301759 10,301,759 | 10,983,569 | 11,392477| 11,985,100

contributions)

Table 3 below reflect the percentage growth for each revenue source over the MTREF

period.




Table 3: Percentage growth in revenue by main revenue source

Description /R 1/ R V4 Current Year 2024125 202512 Medium Term Revenue & Expencditure Framework
Audted  Audted ~ Audited  Original  Adiusted  FullYear  BudgetYear % Growth % Budget¥ear % % Budget Year

Exchange Revenue
Senice charges- Electicly 210541 2MTOM Y 253 | 280884 26%MM4| 20684 | 319T096| 12741 2% | 3368461 36| N | 3576%9) 619| 0%
Senic charges - Waler 1285133 TREMT)  oiB40|  9nBeE| oMB8|  OUM56B| 100%01)  O80| O | 1066360 65| %o | 1136100| 634| %
Senice charges- Weste Wake Management M| 4B 9Me| 609| G03IS|  603N9|  632)  AB0| O | 6G2062| 470| 6% | 612|440 6%
Senice charges- Waste Management WMl NGN6| 0%8| SR SBTT O SSTT| SAM| 480 e SET8M| 40| S| 637|440 B
Sale of Goods and Renderng of Sevices 09048 109061 13512 1M0|  GRMM0) 10| 169693| 40| 1% | 670%9| 460| 1% | 174309) 440| 1%
Aggncy sences VRG] B 057 BT WA BITp O N3] 40[ 0h| 70| 460| 0% | 3093 440| O
Ieresteamed fom Receivebles 176960 00795 90| 229 2009) M| B8] 40| Pb| 08| 460| 2| 231 44| 2k
higresteamed fom Currentand Non Curent Assel B0%6|  oe0;  He0| 26 G| TG T 000 | 20| 43| Mh | TIH2| 4A0| 1%
Renial fom Fived Assef 06| M1 BU§| M. WM M| KNG 40| 6| 640 460| 0% | 216 440| Oh
Oneratonal Revence 6044 A, oTde4|  o6261| G6261|  &8261| 0% 430 k| %2 460| 1% | 1008|440 1%
Non-Exchange Revenue
Property ras ITRS | TI0) AT | 2269407| 2209497| 2269407| 23840\ 260 2% | 2435508| 40| 2% | 2542670| 440| 2%
Fines,penalies and fors 48| 694} 64| 96%| 96 96011 1008 430 06| 10473] 460| 0% |  1038| 440| O
Licences or permis 018 1226 1968|0202 w0  MED| 4] 0% | 528|460 0% | 1507t| 440) 0%
Transer and subsides - Operaforl 1000285 11908151 1300876| 16%167| AToTE| 1756 | 1001|247 16% | AT66129( 83| 16% | 18%4090| 548 16%
FuelLewy - TS TM%8|  TTNR| TmAR| TTIR| TR02| 269 | 62%9| 3M2| T | B4THM6) 04| Th
(Gaing on isposal ofAssels 138 409 3 - - - - O -t -
Other Gaing 34| 91 234 - - - -t - [towmr| -1 -0
Total Revenue (excluding capitl transfers and B2ABO85| 80T 9363AZ2| 0%4BM1 ) 0301759 | 1030759 | 10983569 633 100%| 11392477| A0 100% | 11985400 520 {100%
contributions)

In line with the formats prescribed by the Municipal Budget and Reporting Regulations,
capital transfers and contributions are excluded from the operating statement.
The following graph gives a breakdown of the main revenue categories for the 2025/2026

financial year:




Figure 1: Main Operating Revenue categories for the 2025/2026 financial year
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In 2025/2026 the City’s own revenue generated property rates and service charges is
70% of the total revenue totalling to R7.72 billion, slightly increases in rand value to 71%
(R8.12 billion) in 2026/2027 and further increases to in rand value at 71% (R8.56 billion)
in 2027/2028 financial year.

Electricity service remains the largest contributor to the total revenue mix as it contributes
29% of revenue in the 2025/2026 financial year. Electricity revenue increases from R3.19
billion in 2025/2026 to R3.36 billion and R3.57 billion respectively in the two outer years
of the 2025/2026 MTREF period.




Property rates are the second largest own revenue source with 21% contribution in the
2025/2026 financial year. Property rates increases from R2.32 billion in 2025/2026 to
R2.43 billion and R2.54 billion respectively in the two outer years of the 2025/2026
MTREF period.

The revenue for water services contributes 9% to the operating revenue in the 2025/2026
financial year. Water services revenue increases from R1.00 billion in 2025/2026 to
R1.06 billion in 2026/2027 and further increases to R1.13 billion in 2027/2028 financial

year.

Transfers and subsidies (Transfers recognised - operational) contribute 16% to the
operating revenue in the 2025/2026 financial year. Transfers and subsidies totals R1.80
billion in the 2025/2026 financial year and increases to R1.78 billion by 2026/2027.

The following table gives a breakdown of the various operating grants and subsidies
allocated to the Metro over the 2025/2026 MTREF period.




Table 4: Table SA18 - Operating Transfers and Grant Receipts

RECEIPTS: 1,2

Operating Transfers and Grants

National Government: 1,068,913 1,175,511 1,258,786 1,374,278 1,353,738 1,353,738 1,425,754 1,495,990 1,556,918
Local Government Equitable Share 970,828 1,053,725 1,144,693 1,218,324 1,218,324 1,218,324 1,296,018 1,365,808 1,427,605
Energy Efficiency And Demand Side Management G — - — - — - — — -
Expanded Public Works Programme Integrated Grai 7,300 10,728 6,093 2,314 2,314 2,314 2,434 — —
Infrastructure Skills Development Grant 10,350 11,578 10,624 10,800 10,800 10,800 8,800 9,600 9,800
Local Government Financial Management Grant 1,000 1,000 1,000 885 973 973 885 1,085 1,285
Metro Informal Setlements Partnership Grant 5,172 18,166 23,712 24,768 19,961 19,961 23,992 14,000 14,000
Neighbourhood Development Partnership Grant 20,581 22,354 30,163 36,000 35,655 35,655 22,500 18,186 20,951
Programme And Project Preparation Support Grant 8,941 13,776 12,908 34,476 15,000 15,000 16,000 12,932 14,898
Public Transport Network Grant — — — — — — — — —
Urban Setlement Development Grant 44,741 44,185 29,592 46,711 50,711 50,711 55,125 74,380 68,380

Provincial Government: 15,870 15,870 107,582 142,883 272,448 272,448 308,257 255,395 290,895
Deat - - - - - - - - -
Dsrac 15,870 15,870 15,870 17,883 17,883 17,883 18,757 19,395 19,395
Friends Of Zoo (Felzoo) — - — - — - — — -
Gompo & Mdants Art — — — — — — — — —
Gompo Surv (Dvri) — — — — — — — — —
Ikhwezi Block / Dev — — — — — — — — —
Infrastructure Grant — — 91,712 125,000 179,565 179,565 289,500 236,000 271,500
Department of Transport — — — — 75,000 75,000 — — —

District Municipality: — - — 42,296 42,296 42,296 32,943 34,683 36,213
Grant from BCMM to BCMDA 42,296 42,296 42,296 32,943 34,683 36,213

Other grant providers: 14,472 1,434 16,508 76,710 89,152 89,152 34,169 61 64
Eastern Cape Arts Council — — — — — — — — —
European Union (BCMDA) 14,472 1,286 16,143 31,776 31,776 31,776 26,716 — -
European Union (BCMM) 31,776 31,776 31,776
NDPG -PEP Programme (BCMDA) — — — 13,100 13,100 13,100 — — —
Local Government Water And Related Service Set: — = — 59 59 59 59 61 64

- - - - 12,082 12,082 7,394 - -
149 365 360 360

Capital Transfers and Grants

National Government: 681,246 732,602 838,435 788,563 915,142 915,142 808,800 837,735 886,464
Energy Efficiency and Demand Side Management Grant 8,997 — — — — — — — —
Expanded Public Works Programme Integrated Grant — — — — — — — — —
Infrastructure Skills Development Grant 131 173 145 200 200 200 200 200 200
Integrated City Development Grant — — — — — — — — —
Integrated National Electrificaton Programme Grant — — — — — — — — —
Local Government Financial Management Grant 76 21 — 115 27 27 115 115 115
Metro Informal Setlements Partnership Grant 230,197 265,859 252,105 279,939 215,661 215,661 294,366 318,943 333,999
Municipal Disaster Recovery Grant — — — — 122,600 122,600 — — —
Municipal Disaster Relief Grant — — — — 44,600 44,600 — — —
Neighbourhood Development Partnership Grant 12,998 14,568 4,562 19,655 2,000 2,000 10,000 8,082 9,311
Public Transport Network Grant — — — — — — — — —
Rural Road Asset Management Systems Grant — — — — — — — — —
Urban Setlement Development Grant 428,847 451,981 581,622 488,654 530,054 530,054 504,119 510,394 542,838

Other grant providers: — — — 250 250 250 100 100 100

_Parent Municipality — — — 250 250 250 100 100 100




Breakdown of major components for the 2025/2026 Revenue Sources:

1.4.1 Property Rates

Property rates are a major source of revenue income for the City and contribute to cover
the cost of the provision of general services. The property rates are to be levied in
accordance with Council policies, the Local Government Municipal Property Rates Act
2004 (MPRA), the MPRA Regulations, the Local Government: Municipal Finance
Management Act (MFMA) 56 of 2003.

The City has successfully undertaken a General Valuation exercise in terms of the
Municipal Property Rates Act and the new values were implemented from 01 July 2024
and all objections and appeals relating to the General Valuation roll were finalised in the
2024/2025 financial year. The general valuation roll is updated monthly through
supplementary valuations where changes in terms of Section 78 of the MPRA occur. The
rates levied per individual property will depend on that property’s value compared with
the valuation of all the rate-able properties in the municipal area. Rebates and

concessions are granted to certain categories of property usage and/or property owner.

The Local Government: Municipal Property Rates Amendment Act 29 of 2014 amended
the principal Act (MPRA 6 of 2004). In terms of Section 8(2) of the amendment Act, a
municipality must determine the following categories of rateable property, provided that
such property category exists within the municipal jurisdiction:

a. Residential properties
Industrial properties
Business and Commercial properties
Agricultural properties

Mining properties

-~ o oo T

Properties owned by an organ of state and used for public service purpose

Public service infrastructure properties

= Q@

Properties owned by public benefit organisations and used for specified public

benefit activities




i

Properties used for multiple purposes, subject to section 9; or
Any other category of property, including vacant land as may be determined by the

Minister, with the concurrence of the Minister of Finance, by notice in the Gazette.

The following stipulations in the Property Rates Policy are highlighted:

The first R15 000 of the market value of a property used for residential purposes
is excluded from the rateable value (Section 17(h) of the MPRA).

For pensioners and/or senior citizens, BCMM grants rebates according to three
age brackets. The rebate applicable per age bracket in the Property Rates Policy

is as follows:

Senior citizens will be categorized into three age groups and a percentage

rebate will be applied according to age category as follows:

AGE GROUP % REBATE

60 — 64 Years 40%

65 — 74 years 62.5%
75 years and over 85%

The Municipality may award a 100% rebate on the assessment rates of rateable
properties of certain classes of public benefit organisations and not for gain
institutions such as registered welfare organizations, institutions or organizations
performing charitable work, sports grounds used for purposes of amateur sport.
The owner of such a property must apply annually to the Chief Financial Officer in
the prescribed format for such a rebate.
Two new rating categories are proposed with effect from 1 July 2025 being:
a. Social Housing Institutions
The proposal is to offer properties owned by Social Housing Institutions,
(accredited with the Social Housing Regulatory Authority) a rebate by charging
rates at the same rate as public benefit organisations in terms of the MPRA,

i.e. at a ratio of 1:.25.




b. Multiple use Properties

Previously properties used for multiple purposes were valued and categorised
based on the dominant use of the property. In terms of the new proposal
multiple use properties will be categorised in terms of section 9(2) of the MPRA,
i.e.

“(a) apportioning the market value of the property, in a manner as may be
prescribed, to the different purposes for which the property is used; and

(b) Applying the rates applicable to the categories determined by the
municipality for properties used for those purposes to the different market value

apportionments.”

The rates tariff will be decreased by CPI less 2.3 % in the 2025/2026 financial year to
attract business in the City, an increase of 2% is proposed for 2025/2026 financial year
and it is then stagnant at 4.6% in the 2026/2027 financial year as indicated by the table

below:

Table 5: Comparison of proposed rates to be levied for the 2025/2026 financial year

Existing

tariff NEREid

(from 1 July (from 1 July
2024) 2025)
Cents Cents

Residential Property (incl farms or smallholdings used for

Residential purposes) 0.014825 | 0.015122
Agricultural Property (used for Bona-fide Farming) 0.003706 | 0.003780
Public Service Infrastructure 0.003706 | 0.003780
Business, Commercial & Industrial Property (incl farms used for

Game- / Eco Tourism) 0.037063 | 0.037804
Mining / Quarry Property 0.037063 | 0.037804
Vacant Land 0.044476 | 0.045365
Public Benefit Organisations 0.003706 | 0.003780
Public Service Purposes 0.023721 | 0.024195




1.4.2 Sale of Water and Impact of Tariff Increases

An analysis was undertaken to determine what tariff requirements would be needed to
achieve a break-even position. The affordability of consumers’ needs to be taken into
consideration in order to limit a significant annual impact. The analysis should also
assess if the tariff is cost reflective. This analysis suggests an impact of 9.80% increase
in 2025/2026 financial year, and the main cost driver is above the CPI increase that is
charged by Amatola Water Board on bulk purchases. The Bulk Water increase as per
the Water Board is than proposed at 7.26% is proposed for the two outer years
(2026/2027 and 2027/2028). It needs to further be recognised that the institution
purchases most of its water from the Amatola Water Board. The tariff increases address
essential operational requirements, maintenance of existing infrastructure, new

infrastructure provision and to ensure the financial sustainability of the service.

The water tariff structure of the 2025/2026 financial year has not been changed. The tariff
structure is designed to charge higher levels of consumption at a higher rate, steadily
increasing to a rate of R59.29 per kilolitre for consumption in excess of 30k{ per 30-day
period from a rate of R25.73 for the consumption that does not exceed 6kl per 30-day
period (refer to table 6 below). Amatola Water has proposed an increase of 7.26% in its
bulk water tariffs from 01 July 2025. The 6 kf water per 30-day period will again be

granted free of charge to all indigent residents.

There continues to be ongoing concerns with regard to water:

i.  The City’s water quality was at the helm of the local papers and radio shortly after
the flash floods. The City was able to adequately address the challenge of water
turbidity and was able to assure its citizens as soon as the water became SANS
241 compliant again and is safe to drink.

ii.  Water losses continue to be high. The primary reason for this is vandalism of
infrastructure by criminals looking for copper to sell, and secondarily, a
combination of the ageing infrastructure, illegal connections, illegal car washes
across all informal areas, indigent consumers using water in excess of that allowed

for in the Indigent Policy.




An analysis of the Amatola Water Board costs suggests the majority are salary
related which the Municipality is funding in duplicate through direct costs of
individuals employed by the City and then through the tariff paid to Amatola Water
Board.

The fact that BCMM is having a high number of rural areas has a negative impact
to the water service as no revenue is generated on water supplied to rural areas

and informal settlements.

South Africa faces similar challenges with regard to water supply as it does with electricity,

since demand growth outstrips supply. The drought that is currently experienced by the

country is negatively affecting the cost of providing water service. National Treasury has

always been 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 tariffs are structured to protect basic levels of service and ensure the
provision of free water to the poorest of the poor (indigent); and

Water tariffs are designed to encourage efficient and sustainable consumption.

The City is implementing the following projects to reduce water losses:

Pipe and water meter replacement programme is implemented to reduce water
losses that are due to ageing infrastructure, which frequently bursts.

Installation of bulk water meters on communal standpipes, ablution blocks,
reservoir supply zone, and flat rated areas to account for all the water that is
provided free of charge, non-metering of this water is often construed as physical
water losses.

Installation of pressure reducing valves helps to reduce the number of pipe bursts

and the volume of water lost when there is a break down




v.  Conducting feasibility studies aimed at digitising its water network from uMzonyana
Water Treatment Plant by installing the latest available technologies in telemetry.
This will extend to other areas of the Metro on advice of this study.

iv. Installation of data loggers is used for monitor night flows, which is an indicator of
water leaks in a particular supply zone.

v. Indigent leak repair programme, indigent consumers with high consumptions are
identified and assisted with internal repairs to reduce water losses. Consumers
are also encouraged to use low volume toilet or waterless and composting toilets.

vi.  Water loss awareness campaigns is done in order to educate communities about

water saving and helps to reduce vandalism of water infrastructure.

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

follows:

Table 6: Proposed water tariffs

CURRENT TARIFFS NEW TARIFFS

CATEGORY 2024/25 2025/26
Rand per ke Rand per ke
RESIDENTIAL

(i) 0 to 6 k£ per 30-day period (Indigent) 0.0000 0.0000
(i) O to 6 kf per 30-day period (Non-Indigent) 23.4423 25.7397
(iii) 7 to 10 kf per 30-day period 23.9020 26.2444
(iv) 11 to 20 kf per 30-day period 33.1968 36.4501
(v) 21 to 30 ki per 30-day period 43.0329 47.2501
(vi) More than 30 kf per 30-day period: 54.0038 59.2962
NON-RESIDENTIAL

(i) From the 1% k¢ per 30-day period 32.8678 36.0889

The following table shows the impact of the proposed increases in water tariffs on the

water charges for a single dwelling-house:




Table 7: Comparison between current water charges and increases (Domestic)

Current New .
o)
Monthly amount | amount Difference )
e "~ (Increase) change

Consumption Payable | payable

ke

10 236.26 259.42 23.15 9.80%
20 568.23 623.92 55.69 9.80%
30 998.56 | 1,096.42 97.86 9.80%
50 2,078.63 | 2,282.34 203.71 9.80%
75 3,428.73 | 3,764.75 336.02 9.80%
100 4,778.83 | 5,247.15 468.32 9.80%

1.4.3 Sale of Electricity and Impact of Tariff Increases

For purposes of the MTREF Budget, the electricity tariff structure has mainly been left
unchanged, except for the SSEG tariffs which need to be aligned to the standard charges.
To achieve this, the tariff book change has allowed for a SSEG / LSEG feed in tariff for
any approved tariff.

During the 2025/2026 financial year it was a legal requirement that BCMM submit a cost
of service (COS) to substantiate cost reflectivity of the tariffs. BCMM completed a COS
study and this is valid for a five year period.

The COS study proves that applied tariffs prior to 2024/25 were under cost reflective by
16.9%, however, to ease the burden on the BCMM customer, NERSA approved a tariff
increase of 12.07% or 4.83% under cost reflectivity. The result of this decision impacted

BCMM in that the electricity income is running at a deficit.

For the 2025/26 financial year, ESKOM have been granted an increase of 12.74%. To
obtain full cost reflective tariffs for 2025/26, BCMM should increase tariffs by 15.74% but
full cost reflective tariffs should be phased in over a couple of years to ease the burden
on the BCMM customer and it is recommended that Council approve a 12.74% increase
for 2025/26 period.




It is further recommended that the equitable share allocation to the indigent customer is
increased from 50 kWh’s to 100 kWh'’s for the 2025/26 period to ease the burden of these
economic disadvantaged customers. This is still with National Treasury for consideration.
Registered indigents will again in the 2025/2026 MTREF be subsidized for the first 100
kWh, per 30-day period, free of charge.

Table 8: Comparison between current electricity charges and increases (Domestic)

Monthly Current amount Mol Difference %
amount

Consumption Payable payable (Increase) change
kWh

100 330.05 372.10 42.05 12.74%

250 825.13 930.25 105.12 12.74%

500 1,650.25 1,860.49 210.24 12.74%

750 2,475.38 2,790.74 315.36 12.74%

1,000 3,300.50 3,720.98 420.48 12.74%

2,000 6,601.00 7,441.97 840.97 12.74%

1.4.4 Sanitation and Impact of Tariff Increases

The tariff will increase by 4.80 % for sanitation from 1 July 2025. The sanitation charges
are calculated according to the relative size of the erf on which the property is located for
domestic consumers, for business consumers the tariff also consider the number of pans
that are in the property structure. Buffalo City in the year under review (2024/2025) has
undergone an exercise to review the pans tariff to water consumption-based tariff
because all metros are on the same tariff structure and when consumers erect building
plan changes, they do not update the Council, thus a qualification paragraph with the

Auditor-General.

The expansion of the City through continued investment in new infrastructure for future
demand places additional pressure on the existing customer base in order to allow for the
replacement of the infrastructure in the future. It is imperative that expansion be
adequately planned to allow for maximum connection of new customers and reduced

impact on tariffs in the long run.




The following table shows the impact of the proposed increases in annual tariffs on the

sanitation charges for a single dwelling residence:

Table 9: Comparison between current annual sanitation charges and increases,

Current amount

single dwelling- houses

New

Difference %
amount

Category

Payable Payable (Increase) Change
R R R

Erf : 0 — 300m? 1,421.74 1,489.98 68.24 4.80%
Erf : 301 — 400m? 2,257.39 2,365.75 108.35 4.80%
Flat : Complex 3,580.87 3,752.75 171.88 4.80%
Flat : Ordinary 3,956.52 4,146.43 189.91 4.80%
Flat : Semi 3,956.52 4,146.43 189.91 4.80%
Cluster/Town Houses 4,896.52 5,131.55 235.03 4.80%
Erf : 401 — 800m? 5,885.22 6,167.71 282.49 4.80%
Erf : 801 — 1200m?2 6,348.70 6,653.43 304.74 4.80%
Erf : > 1200m? 6,918.26 7,250.34 332.08 4.80%

1.4.5 Refuse Removal and Impact of Tariff Increases

It is widely accepted that the rendering of this service should be cost reflective and
generate sufficient revenue to finance support services. The performance of the service
continues to be difficult to support secondary cost drivers through increased overtime
costs. The other contributing factor to limited revenue generation is that the tariffs are

greater than consumer affordability and influx of indigents in the City.

Efficiencies of staff performing the function continue to be a contributing factor as there
is an increase in the cost of remuneration however this does not appear to be converting
to refuse collection efficiencies. There has been a greater focus by management in an
attempt to improve staff management and create efficiencies in this process. An increase
of 4.8% in the refuse removal tariff is proposed from 1 July 2025. For the two outer years,
the proposed increase is 4.6% and 4.4% respectively. The following table compares
current and proposed amounts payable from 1 July 2025:




Table 10: Comparison between current refuse removal fees and increases

Category Current amount arlr\wlg\lljvnt Difference %
Payable Payable (Increase) Change
R R R
85¢f Bins — Twice weekly 752.31 788.42 36.11 4.80%
240¢ Bins — Once weekly 1,059.59 1,110.45 43.48 4.80%
240! Bins — Twice weekly 2,117.26 2,218.89 87.83 4.80%
420t Bins — Once weekly 1,851.40 1,940.26 76.52 4.80%
420t Bins — Twice weekly 3,697.98 3,875.48 153.04 4.80%
1.1m3 Sprico — Once weekly 1,269.58 1,330.52 52.17 4.80%
1.1m?2 Sprico — Twice weekly 2,529.54 2,650.95 104.35 4.80%
1.1m3 Sprico — Three x a week 3,801.05 3,983.50 157.39 4.80%
1.1m?3 Sprico — Four x a week 5,059.07 5,301.91 209.57 4.80%
1.1m?3 Sprico — Five x a week 6,323.84 6,627.39 261.74 4.80%

1.4.6 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. The
categories of rateable properties for purposes of levying rates and the proposed rates for
the 2025/2026 financial year is based on the market value, the impact of increase in

market value is contained below:




Table 11: SA14 — Household bills

Monthly Account for Household - '"Middle Income
Range’
Rates and services charges:

Property rates 794.24 935.83 - 855.33 846.26 846.26 0.9% 863.19 902.89 942.62
Electricity: Basic levy - - - - - - - - - -
Electricity: Consumption 2,335.46 - - 3,330.92 3,046.00 3,046.00 3.1% 3,434.06 3,618.13 3,842.09
Water: Consumption 789.71 - - 998.64 987.06 987.06 8.5% 1,083.79 1,154.67 1,230.19
Sanitation 422.39 - - 490.36 490.44 490.44 4.8% 513.98 538.14 561.82
Refuse removal 286.96 - - 333.29 333.04 333.04 4.7% 349.03 365.43 381.51
Other 60.00 - — 69.16 69.57 69.57 4.9% 72.56 75.90 79.24

sub-total 4,688.76 935.83 - 6,077.70 5,772.37 5,772.37 3.9% 6,316.61 6,655.16 7,037.47
VAT on Services 584.18 — 797.58 738.92 | 738.92 2.6% 818.01 862.84 914.23

9.2% |

% increase/-decrease - (82.3%) (100.0%) - (5.3%) - - 9.6% 5.4% 5.8%

Monthly Account for Household - 'Affordable 2

Range’

Rates and services charges:
Property rates 567.29 - - 617.71 599.18 599.18 (1.1%) 611.16 639.28 667.41
Electricity: Basic levy - - - - - - - - - -
Electricity: Consumption 1,167.73 - - 1,665.46 1,711.00 1,711.00 15.8% 1,928.98 2,032.37 2,158.18
Water: Consumption 619.54 - - 777.64 777.64 777.64 9.8% 853.85 909.69 969.18
Sanitation 162.10 - - 188.18 188.11 188.11 4.8% 197.14 206.40 215.49
Refuse removal 286.96 - - 333.29 333.04 333.04 4.7% 349.03 365.43 381.51
Other 60.00 - - 69.16 69.57 69.57 4.9% 72.56 75.90 79.24

sub-total 2,863.62 - - 3,651.44 3,678.54 3,678.54 9.9% 4,012.72 4,229.07 4,471.01

VAT on Services 344.45 - L 461.90 12.8% 51023 570.54

5.4% |

% increase/-decrease

18.0%

124.56 |

5.5%

% increase/-decrease (100.0%) - - 0.9% - - 5.7%

Monthly Account for Household - ‘Indigent’ 3

Household receiving free basic services

Rates and services charges:
Property rates 135.89 - - 146.40 352.10 352.10 145.3% 359.14 375.66 392.19
Electricity: Basic levy - - - - - - - - - -
Electricity: Consumption 86.14 - - 122.85 115.50 115.50 6.0% 130.21 137.19 145.69
Water: Basic levy
Water: Consumption 111.24 - - 140.67 140.67 140.67 9.8% 154.46 164.56 175.32
Sanitation 102.03 - - 118.44 118.48 118.48 4.8% 124.17 130.00 135.72
Refuse removal 286.96 - - 333.29 333.04 333.04 4.7% 349.03 365.43 381.51
Other 60.00 — - 69.16 69.57 69.57 4.9% 72.56 75.90 79.24

sub-total 782.26 - - 930.81 1,129.36 1,129.36 27.8% 1,189.57 1,248.74 1,309.67

VAT on Services 96.95 — 125.24 116.59 | ~116.59 0.5% 137.62

~130.96

5.0%

4.9%




1.5 OPERATING EXPENDITURE FRAMEWORK
The City’s expenditure framework for the 2025/2026 budget and MTREF is informed by

the following:

The asset renewal strategy and the repairs and maintenance plan;

Funding allocation made for depreciation renewal and upgrading of existing
assets;

Balanced budget constraint (operating expenditure should not exceed operating
revenue) unless there are existing uncommitted cash-backed reserves to fund any
deficit;

Funding of the budget over the medium-term as informed by Section 18 and 19 of
the MFMA;

Financial Recovery Plan;

Operational gains and efficiencies will be directed to funding the capital budget
and other core services; and

Strict adherence to the principle of no project plan no budget. If there is no

business plan no funding allocation can be made.

The 2025/2026 MTREF has also been developed along with the following principles

namely cost containment, wasteful expenditure elimination, and reprioritised spending.

The operating expenditure equates to R10.95 billion in the 2025/2026 financial year and

escalates to R11.39 billion in the 2026/2027 financial year. Total operating expenditure
has increased by 6.36% against the 2024/2025 Adjustments Budget.

The following table is a high-level summary of the operating expenditure budget of the

2025/2026 MTREF (classified per main type of operating expenditure):




Table 12: Table A4 - Summary of operating expenditure classification by type

2025/26 Medium Term Revenue &

Description 2021122 2022123 2023124 Current Year 2024/25 )
Expenditure Framework
R thousand Audited Audited Audited Original  Adjusted Full Year  Budget Year Budget Year Budget Year
Expenditure By Type
Employee related costs 25364031 24756130 2703201 | 2937654 2,707,510 2707570 | 2,932,056 | 3088496 3,255,074
Remuneration of councillors 64,683 66,749 68,967 77,686 77,686 77,686 81,578 85,942 90,798
Bulk purchases - electicity 1,922,255 1 1,936,963 2252,355| 2,832,586 | 2,832,586 2832586 | 3193457 | 3364627 3572897
Inventory consumed 286,508 216,587 233617 280,004 275,945 275,945 289,608 307,263 325,916
Debtimpairment 1,385,422 897,828 1 1,336,718 | 1,681,728 | 1,754,847 1,754,847 1,891,898 | 1,823,862 | 1,834,379
Depreciaion and amortsation 1,569,797 | 1,846,054 | 1,944,481 567,615 511,821 511,821 595,663 746,255 822,500
Interest 20,684 16,075 46,211 8,966 8,966 8,966 6,551 4,669 3,286
Contracted services 595,007 698,631 850,970 954,237 1 1,173,162 1,173,162 1,162,245 1,145,350 | 1,211,105
Transfers and subsidies 127,299 137495 131,531 142,581 143,149 143,149 17,729 117,527 123,365
Operational costs 607,177 629,635 652,423 531,559 629,827 629,827 550,443 577176 605,761
Losses on disposal of Assets 816 26 299177 - - - - - -
Other Losses 508 86,326 148,483 114,999 114,999 114,999 121,371 129,309 137,766
Total Expenditure 9,116,649 : 9,007,981 10,668,134 | 10,129,615 10,296,563 | 10,296,563 | 10,951,601 | 11,390,475 | 11,982,848

Surplus/(Deficit) (867,664)  (955261) (1,314712)

The following figure gives a breakdown of the main expenditure categories for the
2025/2026 financial year:

Figure 2: Main operational expenditure categories for the 2025/2026 financial year

Transfers and subsidies Operational costs Other Losses Employee related costs

1% 5% 1% 27%
Contracted services
11%
Depreciation and
amortisation
o\
of councillors

1%

\ Bulk purchases -

electricity
29%

Debt impairment
17%

Inventory consumed
3%




Employee Costs equates to 27% of the total operating expenditure. Though this
percentage is within the norm of 25% to 40% as per MFMA Circular 71 guideline, the
budget allocation to fund unfunded posts has been put on hold up until the City’s revenue

base can reflect improvement.

Remuneration of councillors is determined by the Minister of Cooperative Governance
and Traditional Affairs in accordance with the Remuneration of Public Office Bearers Act,
1998 (Act 20 of 1998). The most recent proclamation in this regard has been taken into

account in compiling the City’s budget.

The provision of debt impairment has been determined based on an annual collection
rate of 76% over the MTREF. For the 2025/2026 financial year this amounts to R1.89
billion, it slightly decreases to R1.82 billion in 2026/2027 and increases to R1.83 billion in
the 2027/2028 financial year. While this expenditure is considered to be a non-cash flow
item, it informs the total cost associated with non-payment of municipal bills by consumers
as informed by past trends and current economic conditions. Municipalities have been

impacted negatively due to a loss of revenue streams as businesses.

Provision for depreciation and asset impairment is widely considered a proxy for the
measurement of the rate asset consumption. Budget appropriations in this regard total
R595 million for the 2025/2026 financial year and equates to 5% of the total operating
expenditure. Infrastructure assets are by far the most significant value of the Statement
of Financial Position of the institution and is where the most significant amount of the
institutions resources is expended. All new infrastructure commitments are made in line
with the Metro Growth and Development Strategy.

The City has adopted the revaluation accounting approach for all infrastructure assets to
ensure the future viability of the institution by allowing for the future replacement of these
significant long-term assets. The above figure relates to the cost component of the
depreciation. Inclusion of the revaluation component cost would result to high and

unaffordable tariffs and or deficit budget. The depreciation resulting from the revaluation




of PPE is budgeted against the Revaluation reserve account in the Statement of Financial
Position.

Interest consist primarily of the repayment of interest on long-term borrowing (cost of

capital). Interest makes up 0.1% (R6.5million) of operating expenditure.

Electricity bulk purchases equate to 29% of total operating expenditure and is directly
informed by the purchase of electricity from Eskom and from consumer behaviour. The
annual price increase has been factored into the budget appropriations and directly inform

the revenue provisions.

Inventory consumed equates to 3% of total operating expenditure, this includes water

inventory consumed.

Contracted services equate to 11% of the total operating budget, this includes
provisions for repairs and maintenance. Additional information on repairs and

maintenance is detailed under section 1.5.1 below.

Other expenditure comprises of various line items relating to the daily operations of the
municipality. In order to comply with the provisions of MFMA Circulars guiding principles
as issued by National Treasury, the institution undertook a line by line analysis of
expenditure in an attempt to improve efficiencies and cut non-essential expenditure by

implementing cost containment measures.

1.5.1 Repairs and Maintenance

Aligned to the priority being given to preserving and maintaining the City’s current
infrastructure, the 2025/2026 MTREF provides for extensive growth in the asset
maintenance area as informed by the City’s asset renewal strategy and repairs &

maintenance plan.




Repairs and maintenance budget is currently 4.6% of the total Operating Expenditure
Budget. The City is striving towards a 10% repairs and maintenance of its total operating
budget owing to the ageing of the City’s infrastructure and historic deferred maintenance.
The City has embarked on a programme to replace existing infrastructure assets which
have almost reached and/or exceeded their useful lives and will be funded from own

funds.

An amount of R0.493 billion has been provided for repairs and maintenance over the
2025/2026 MTREF. It should however be noted that this figure is mainly a contracted
component of the repairs and maintenance work. The salaries component of the repairs
and maintenance work that is undertaken by internal staff is not included under this
expenditure type but under employee related costs. This should also be noted that the
City is complementing its repairs and maintenance program with the capital expenditure
program of renewing existing assets. Table 14 below breaks down repairs and

maintenance by asset type.

In terms of the Municipal Budget and Reporting Regulations, operational repairs and
maintenance is not considered a direct expenditure driver but an outcome of certain other
expenditures, such as remuneration, purchases of materials and contracted services.
Considering these cost drivers, the following table is a consolidation of all the

expenditures associated with repairs and maintenance:

Table 13: Operational repairs and maintenance

2025/26 Medium Term Revenue &
Expenditure work

Mdted  Audted | Audied  Orgina  Adusted | Full Year BudgetYear BudgetYear BudgetYear

2022123 | 2023124 Current Year 2024/25
Description

Outcome  Outcome | Outcome  Budget  Budget  Forecast 200526  +120627 . 2202728

R thousand
Repairs and Maintenance by Expenditure ltem
Employee related costs
Inventory Consumed (Project Maintenance) 12211 12331 6101 10220 9214 9214 9214 9638 10062
Confracted Services 369 833 412519 465778 52004F 486710 486710 472710} 487876 509 342
Operational Costs 1929 2458 19327 13135 11822 11822 11822 12366 12910
Total Repairs and Maintenance Expenditure 401399 445 308 491206 545 360 507 746 507746 493746 509 879 532314




The table below provides a breakdown of the repairs and maintenance in relation to asset
class:

Table 14: Table SA34c — Repairs and Maintenance expenditure by asset type

Repairs and maintenance expenditure by Asset Class/Sub-class

¢
Infrastructure 182,189 200,641 216,979 207,484 187,455 187,455 188,195 196,852 205,513
Roads Infrastucture 101,197 107,002 100,887 130,646 117,582 117,582 117,582 122,991 128,402
Roads 96,174 102,854 93,540 130,646 117,582 117,582 117,582 122,991 128,402
Road Structures 5,023 4,148 7,347 - - - - - -
Stormwater Infrastrucure 11,846 13,233 10,198 1,977 1,780 1,780 1,780 1,861 1,943
Drainage Collection 11,846 13,233 10,198 19717 1,780 1,780 1,780 1,861 1,943
Electical Infrastructure 30,245 41,929 64,010 24,861 23713 23713 23713 24,804 25,896
HV Transmission Conductors 7228 8439 7,657 23,59 21618 21618 21618 22613 23,608
MV Substations 11,488 12,512 15,783 - - - - - -
MV Networks 999 970 16,081 1,267 2,095 2,09 2,095 2,191 2,288
LV Networks 19,531 20,008 24489 - - - - - -
Water Supply Infrastructure 2,998 3313 (4,642) 2,180 1,962 1,962 1,962 2,053 2,143
Reservoirs 1174 1,680 (6,480) 157 141 141 141 148 154
Water Treatment Works 190 152 - 253 27 227 221 238 248
Bulk Mains 1634 1,480 1,838 1,11 1,594 1,594 1,594 1,667 1,740
Sanitation Infrastructure 25619 33915 46,462 46,516 41,985 41,985 41985 43916 45,849
Reticulation 25619 33915 46,462 46,516 41,985 41,985 41985 43916 45,849
Solid Waste Infrastructure 1,285 1,250 64 1,303 433 433 1,173 1,221 1,281
Landfil Sites 1,285 1,250 64 1,303 433 433 1,173 1,221 1,281
Community Assets 12,571 11,47 5,572 5,733 5,163 5,163 5,163 5,400 5,638
Community Facilties 10,207 9,168 4452 4,303 3873 3873 3873 4,051 4229
Halls 2,502 3492 1,534 1,446 1,302 1,302 1,302 1,362 1421
Libraries 559 542 1,726 390 351 351 351 367 384
Cemeteries/Crematoria 5,305 3,328 493 1,027 924 924 924 967 1,009
Police
Parks 1,841 1,805 698 1,440 1,296 1,296 1,296 1,355 1415
Sportand Recreation Faciifes 2,364 2,080 1,119 1,430 1,290 1,290 1,290 1,349 1409
Indoor Facilties
Outdoor Facilties 2,364 2,080 1,119 1,430 1,290 1,290 1,290 1,349 1409
Capital Spares
Heritage assets 8 8 - - - - - - -
Other Heritage 8 8 - - - - - - -




MBRR Table 14: SA34c — Repairs and maintenance expenditure by asset class
(Continued)

nvestment properties 9 15 19 16 16 16 2116 16 16
Non-revenue Generaing 9 15 19 16 16 16 2,116 16 16
Improved Property g 15 19 16 16 16 216 16 16
Qther assets 2951 33,34 24909 2808 25,195 25,195 2519 26982 28169
Operafonal Buldings 2191 33.3% 24909 21808 2571% 251% 251% 26,982 26169
Municial Offgs 2.9 5115 16,019 25,614 23803 23803 23603 246% 2599
PaylEnguiry Points 3102 7,355 8830 1909 1718 1718 1718 1797 1676
Workshops 298 24 61 305 i i i 27 30
Computer Equipment 4% 87 204 T 672 672 672 703 T34
Computer Equipment 42 87 204 T 672 672 672 703 T34
Furniture and Office Equipment 4,161 7067 310 23445 31,807 31,807 2,807 2810 23814
Furniure and Offce Equipment 4,161 7067 310 23445 31,807 31,807 2,807 2810 23814
Machinery and Equipment 149,865 162,539 211,051 240309 29025 29025 208292 20719 26,315
Machingry and Equipment 149,865 162,539 211,051 240309 29025 29025 20829 20719 216,315
Transport Assets UN5 29,551 28701 39,79 47813 47813 49,663 50,012 .1
TrangportAssels UN5 29,551 2801 39,799 47813 47813 49,663 50,012 5.1
Total Repairs and Maintenance Expenditure [ 401,399 445,308 491,206 545,360 521,146 521,146 501,903 509,969 532410
R&M as a % of PPE & Investment Property 20% 22 1.7% 29% 19% 19% 19% 20% 22%
R&M as % Operating Expenditure 44% 49 46 5.4 5.1% 5.1% 54 47% 47%




1.5.2 Free Basic Services: Basic Social Services Package

In terms of its Constitutional obligation, BCMM provides a monthly indigent subsidy to
registered indigent customers (All services in relation to Urban and only free Basic
Electricity in relation Rural). BCMM has an Indigent Support Policy and By-law in place
that governs the application process and financial aspects. Council reviews the Indigent
Support Policy annually. The policy stipulates and prescribes the qualifying criteria for a
domestic household based on gross household income equal to two social grants per
month or property value equal to or less than R250, 000. The subsidy relates to electricity
(50kWh), water (6kl), refuse removal, sanitation, property rates. Every month, with the
monthly billing, the indigent subsidy is granted on the Indigent Beneficiaries’ accounts.

For free basic electricity, customer claim their 50kWh every month via the vending system.

The intention of the Indigent support policy is to assist the beneficiary with basic services
and to rehabilitate the beneficiary to be able to exit the indigent support provision. Annualy
the municipality is provided with equitable share from National Government that funds the
monthly provision of Free Basic Services to the beneficiary in terms of the annual Division

of Revenue Act.

With regards to rural water, the communities are already catered for as there is no
registration required at present. The register fluctuates due to new registrations and

those who no longer qualify for the indigent subsidy:




Table 15: Basic social services package per indigent household

SOCIAL WELFARE PACKAGE
Total Per Tariff Total Per Tariff Total Per Tariff Total Per
Household % Household % Household % Household
2024/2025 Increase | 2025/2026 Increase 2026/2027 Increase 2027/2028
Rates 352,10 2,00% 359,14 4,60% 375,66 4,40% 392,19
Refuse 333,04 4,80% 349,03 4,70% 365,43 4,40% 381,51
Sewerage 118,48 4,80% 12417 4,70% 130,00 4,40% 135,72
Fire Levy 69,57 4,30% 72,56 4,60% 75,90 4,40% 79,24
Total Monthly Subsidy 873,19 904,90 946,99 988,66
Electricity - 50kwh p.m 115,50 12,74% 130,21 5,36% 137,19 6,19% 145,69
Water - 6kl p.m. 140,67 9,80% 154,46 6,54% 164,56 6,54% 175,32
Total Poor Relief 1129,36 5,33% 1 189,57 4,97% 1 248,75 4,88% 1 309,67

1.6 CAPITAL EXPENDITURE FRAMEWORK

The total consolidated capital budget amounts to R1.15 billion for the 2025/2026 financial
year, R1.17 billion and R1.21 billion for 2026/2027 and for 2027/2028 respectively. The
detailed capital budget indicating projects per directorate is attached as Annexure C.

The following table provides a breakdown of budgeted capital expenditure per funding

source:




Table 16: Consolidated 2025/2026

Medium-Term Capital Budget Per Funding

Source

2025/2026 2026/2027 2027/2028

PROPOSED PROPOSED  PROPOSED

CAPITAL CAPITAL CAPITAL
CAPITAL BUDGET PER FUNDING BUDGET BUDGET BUDGET
OWN FUNDING 350 908 477 339 573 590 327 676 666
TOTAL OWN FUNDING 350 908 477 339 573 590 327 676 666
URBAN SETTLEMENT DEVELOPMENT GRANT 504 119 127 510 394 440 542 838 440
FINANCE MANAGEMENT GRANT 115 000 115 000 115000
INFORMAL SETTLEMENTS UPGRADING PARTNERSHIP GRANT| 294 365 924 318 943 000 333999 000
NEIGHBOURHOOD DEVELOPMENT PARTNERSHIP GRANT 10 000 000 8082 476 9311 340
INFRASTRUCTURE SKILLS DEVELOPMENT GRANT 200 000 200 000 200 000
TOTAL GRANTS 808 800 051 837734917 886 463 780

TOTAL CAPITAL BUDGET

1159 708 529

1177 308 507

1214 140 446

Own Funding (Internally Generated Funds)

Funding from internally generated funds represents 30% of the 2025/2026 capital funding.

The City will continue to make funding available in support of priorities in 2025/2026,

which are not limited to the following:
= Smart Metering Water Solutions amounting
= Employee Performance Management System
= Bridge Designs & Implementation

= Construction of New Disaster Management Centre

= Construction on New Fire Station at Berlin
= Upgrading of Bulk Electricity Infrastructure

»= Roads Provision Programme

Furthermore, Annexure C contains a detailed breakdown of the capital budget over the

MTREF.




Borrowings

No new loans are projected to be taken during the 2025/2026 MTREF. The City’s credit
rating has been stagnant at A2(za) (Short-Term) and A -( za) (Long-Term) with a change
in the short- and long-term outlook being negative. The negative outlook is triggered by
the decline in liquidity indicators, cash and cash equivalent and decline in collection rate.
The municipality has capacity to take on additional financing from borrowing to invest in
infrastructure projects, however, due to weak economic performance as well as a weak

collection rate, the process for additional loans is will be costly or the City.

The following financial performance indicators have formed part of the compilation of the
2025/2026 MTREF budget:

Capital charges to operating expenditure is a measure of the cost of borrowing in
relation to the operating expenditure. It can be seen that the cost of borrowing is slightly
decreasing from 0.7% in 2025/2026 to 0.4% in 2026/2027 and 2027/2028.

Borrowing funding of own capital expenditure measures the degree to which own
capital expenditure (excluding grants and contributions) has been funded by way of

borrowing.

The municipality has capacity to take on additional financing from borrowing to invest in
infrastructure projects. However, due to weak economic performance as well as a weak

collection rate, the process for additional loans is undertaken with caution.

Grants Funding

Grant funding represents 70% of the 2025/2026 capital funding and consists of National
Government allocations. For purposes of the 2025/2026 budget compilation, National
Allocations are based on the 2025 Division of Revenue Bill (DoRB).

The following table indicates the 2025/2026 Medium-Term Capital Budget per function.
It depicts that for 2025/2026 financial year an amount of R186 million has been
appropriated for Electricity, R182 million for Human Settlements, R38 million for Local

Economic Development, R74 million for Roads and Storm Water, R133 million for Waste




Water Infrastructure, R102 million for Water Infrastructure and balance on all the other

functions.

Table 17: Consolidated Capital Budget per Function

CAPITAL BUDGET PER FUNCTION

2025/26
PROPOSED
CAPITAL
BUDGET

2026/27
PROPOSED
CAPITAL
BUDGET

2027/28
PROPOSED
CAPITAL
BUDGET

Governance and administration 91137 961 80 187 049 48 988 169
Executive and council 6250 000 7000 000 6 500 000

Finance and administration 84 887 961 73 187 049 42 488 169
Community and public safety 312 504 490 342 314 696 353 092 993
Community and social services 45914 638 62 573 998 56 200 000
Sport and recreation 36 582 380 67 360 000 72 343 360
Public safety 41700 000 12 450 000 14 000 000
Human Settlements 182 007 472 194 330 698 204 449 633
Health 6 300 000 5600 000 6 100 000

Economic and environmental services 112 870 279 128 351 882 137 393 319
Planning and development 38 561 698 43110 000 47 893 855
Road transport 74 308 581 85 241 882 89 499 464
Trading services 583 728 691 571 654 895 616 810 931
Energy sources 186 194 597 180 440 256 188 000 000
Water management 161 031079 167 797 972 176 784 638
Waste water management 133 908 621 128 166 667 151 926 293
Waste management 102 594 394 95 250 000 100 100 000
Other 59 467 130 54 800 000 57 855 040

Total Capital Expenditure - Functional

1159 708 529

1177 308 507

1214 140 446

The following graph provides a breakdown of the capital budget to be spent on

infrastructure related projects over the MTREF-.




Figure 3: Capital Infrastructure Programme
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1.7 ANNUAL BUDGET TABLES — CONSOLIDATED MUNICIPALITY

The following pages present the ten main budget tables as required in terms of section 9
of the Municipal Budget and Reporting Regulations. The consolidated tables include the
City and entity’s MTREF.




Table 18: MBRR Table Al — Consolidated Budget Summary

Financial Performance
Properly rates
Service charges
Investment revenue

Transfer and subsidies - Operational
Other own revenue

Employee cosfs

Remuneration of councillors
Depreciation and amortisation

Interest

Inventory consumed and bulk purchases
Transfers and subsidies

Other expenditure

1,733,914
4,312,993

33,086
1,099,255

64,683
1,569,797
20,684
2,208,763
127,299

2,589,020

1,791,370
3,766,315

47,660
1,192,815
1,254,561

66,749
1,846,054
16,075
2,153,649
137,495

2,312,445

2,127,634
4,333,829

51,630
1,382,876
1.457.454

68,967
1,944,481
46,211
2,485,973
131,531
3,287,771

2,269,497
4,886,637

25,656
1,636,167
1,316,955

2,937,654
77,686
567,615
8,966
3,112,590
142,581
3,282,523

2,269,497 2,269,497
4,886,537 4,886,537

71,136 71,136
1,757,634 1,757,634
1,316,955 1,316,955

2,707,570
77,686 77,686
577,827 577,827
8,966 8,966
3,108,530 3,108,530
143,149 143,149
3,672,834

3,672,834

1,827,939
4,088,802

58,167
1,370,247
1,380,567

60,475
1,639,451
7671
2,506,531
90,206
2,749,364

2,328,401
5,391,833

71,134
1,801,124
1,361,077

81,578
595,663
6,551
3,483,065
117,729

3,734,958

2,435,508
5,684,767

74,220
1,786,129
1,411,854

85,942
746,255
4,669
3,671,890
117,527

3,675,697

2,542,670
6,018,012

77,562
1,884,090
1,462,766

3,255,074
90,798
822,500
3,286
3,808,813
123,365
3,789,010

772,324 |

729679 |

442,302 |

510,791 |

339474 |

Surplus/(Deficit) (1,314,712 5,196 5,196 5,196 (621,609) 1,968 2,253
Transfers and subsidies - capital (monetary allocations) 681,246 732,602 838,435 788,813 915,392 915,392 453,482 808,900 837,835 886,564
Transfers and subsidies - capital (in-kind) 2,294 4,160 22,409 - - - - - - -

(184,125) (218,499) (453,868) 794,009 920,588 920,588 (168,127) 810,868 839,837 888,817

Surplus/(Deficit) after capital transfers & contributions
Share of Surplus/Deficit atrributable to Associate (29,869) 20,143 (40,750) - - - - - - -

Surplus/(Deficit) for the year (213,993) (198,356) (494,618) 794,009 920,588 920,588 (168,127) 810,868 839,837 888,817

Capital expenditure & funds sources

Capital expenditure 1,465,297 1,462,280 1,185,240 1,231,115 1,426,183 1,426,183 733,088 1,159,709 1,177,309 1,214,140
Transfers recognised - capital 681,246 732,602 838,435 788,813 915,392 915,392 453,482 808,900 837,835 886,564
Borrowing 1,727 - - - - - - -
Internally generated funds 346,805 510,791 279,606 350,808 | 327,517




MBRR Table A1 — Consolidated Budget Summary (continued)

Financial position

Total current assets 10,217,212 11,194,274 12,514,205 5,903,984 5,921,322 5,921,322 14,026,406 6,037,042 6,279,497 6,480,006
Total non current assets 25,670,881 26,076,176 31,714,709 25,805,897 31,632,120 31,632,120 30,808,347 31,201,935 30,688,742 30,224,794
Total current liabilites 8,865,399 10,171,137 10,993,173 3,816,903 3,768,719 3,768,719 11,263,176 3,727,589 3,727,988 3,693,243
Total non current liabiliies 1,084,628 893,792 961,557 996,721 1,000,175 1,000,175 936,253 1,049,141 1,098,224 1,146,348
Community wealth/Equity 25,927,472 26,212,914 32,267,545 26,883,358 32,784,549 32,784,549 32,077,470 32,462,247 32,142,028 31,865,210
Cash flows
Net cash from (used) operating 4,251,130 4,886,117 3,396,802 1,325,089 1,587,531 1,587,531 5,338,916 1,215,726 1,230,274 1,256,119
Net cash from (used) investing (1,407,168) (1,425,944) (1,110,048) (1,231,115) (1,426,183) (1,426,183) (668,694) (1,159,709) (1,177,309) (1,214,140)
Net cash from (used) financing (45,191) (49,174) (33,279) (25,540) (25,540) (25,540) (30,870) (21,746) (17,323) (4,910
Cash/cash equivalents at the year end 3,944,179 4,108,456 2,933,449 803,264 856,795 856,795 4,639,352 891,066 926,709 963,778
Cash backing/surplus reconciliation
Cash and investments available 697,457 679,975 720,987 803,264 856,795 856,795 1,362,318 891,066 926,709 963,778
Application of cash and investments 865,220 734,772 1,123,289 1,462,164 1,345,898 1,345,898 763,702 (943,578) (1,114,506) (1,376,373)
Balance - surplus (shortfall) (167,764) (54,797) (402,302) (658,900) (489,103) (489,103) 598,616 1,834,644 2,041,215 2,340,150
Asset management
Asset register summary (WDV) 20,299,294 20,713,362 28,532,619 18,768,528 27,505,118 27,505,118 26,334,152 25,077,644 23,868,007
Depreciation 1,569,797 1,846,054 1,944,481 567,615 577,827 577,827 595,663 746,255 822,500
Renewal and Upgrading of Existing Assets 797,993 819,730 704,473 598,691 752,803 752,803 519,827 536,870 585,317
Repairs and Maintenance 401,399 445,308 491,206 545,360 527,746 527,746 501,903 509,969 532,410
Free services
Costof Free Basic Services provided 480,841 501,825 464,955 970,160 970,160 970,160 1,047,366 1,117,293 779,547
Revenue cost of free services provided 127,530 144,333 209,496 288,911 288,911 288,911 296,411 309,988 323,628
Households below minimum service level
Water: 2 - - 4 4 4 3 2 1
Sanitation/sewerage: 9 - - 4 4 4 4 3 2
Energy: 40 73 - 71 7 7 72 37 37
Refuse: 66 - - 66 66 66 66 66 66




Explanatory notes to MBRR Table A1 — Budget Summary
1. Table A1 is a budget summary and provides a concise overview of the City’s budget
from all of the major financial perspectives (operating, capital expenditure, financial

position, cash flow, and MFMA funding compliance).

2. The table provides an overview of the amounts approved by Council for operating
performance, resources deployed to capital expenditure, financial position, cash and
funding compliance, as well as the municipality’s commitment to eliminating basic

service delivery backlogs.

3. Financial management reforms emphasise the importance of the municipal budget
being funded. This requires the simultaneous assessment of the Financial
Performance, Financial Position and Cash Flow Budgets, along with the Capital
Budget. The Budget Summary provides the key information in this regard:

a. The operating surplus/deficit (after Total Expenditure) is positive over the
MTREF. The 2025/2026 financial year indicates an operating surplus
excluding capital transfers of R810 million, it also reflects a surplus of R839
million and R888 million for the two outer years respectively.

b. Capital expenditure is balanced by capital funding sources, of which

i. Transfers recognised is reflected on the Financial Performance Budget;
ii. Internally generated funds are financed from a combination of the
current operating surplus and accumulated cash-backed surpluses and
depreciation from previous years. The amount is incorporated in the Net
cash from investing on the Cash Flow Budget. The fact that the
municipality’s cash flow remains positive indicates that the necessary

cash resources are available to fund the Capital Budget.

4. The municipality’s budget is fully funded and cash-backed and will be generating a
surplus in the two outer years of the MTREF period to ensure a more balanced funding

mix for capital projects.




Table 19: MBRR Table A2 — Consolidated Budgeted Financial Performance (revenue and expenditure by function
classification)

Revenue - Functional

Governance and administration
Executive and council
Finance and administration
Internal audit

Community and public safety
Community and social services
Sport and recreation
Public safety
Housing
Health

Economic and environmental services
Planning and development
Road transport
Environmental protection

Trading services
Energy sources
Water management
Waste water management
Waste management

Expenditure - Functional
Governance and administration
Executive and council
Finance and administration
Internal audit
Community and public safety
Community and social services
Sport and recreation
Public safety
Housing
Health
Economic and environmental services
Planning and development
Road transport
Environmental protection
Trading services
Energy sources
Water management
Waste water management
Waste management
Other

3,130,086
27,407
3,102,680
450,333
25,320
8,435
179,714
236,851
13
288,637
140,658
147,979
4,990,728
2,248,953
1,541,833
650,803
549,140

1,671,206
346,993
1,313,214
10,998
1,211,276
178,875
435,689
496,627
48,631
51,454
1,151,812
257,688
894,124
4,999,525
2,708,470
1,230,632
526,763
533,661
137,726

3,391,704
17,681
3,374,023
476,459
36,199
30,490
175,322
234,412
36
308,502
103,482
205,021
4,561,481
2,270,135
1,041,864
654,251
595,231

1,619,984
343,206
1,266,032
10,747
1,272,478
182,051
463,698
512,818
62,493
51,418
1,353,266
324,339
1,028,927
4,755,593
2,632,649
1,092,492
484,560
545,891

129,459 |

3,891,617
16,453
3,875,164
665,015
48,429
21,540
250,816
344,201
30
394,111
123,492
270,619
5,205,903
2,629,773
1,228,507
752,105
695,519

1,787,576
332,776
1,442,422
12,378
1,417,446
179,720
455,749
572,370
159,294
50,313
1,087,089
306,446
780,643
6,226,384
3,734,117
1,311,918
521,101
659,249
212,235

3,956,821
18,375
3,938,446
634,896
42,890
25,473
199,114
367,380
40
301,549
186,480
115,069
5,881,245
2,950,267
1,301,669
848,194
781,115

1,962,433
335,556
1,610,868
16,009
1,360,634
168,003
401,787
537,338
197,194
56,311
772,401
282,960
489,441
5,851,359
3,937,555
918,661
450,304
544,840

182,789 |

3,993,661
18,375
3,975,287
665,156
42,890
24,347
199,114
398,766
40
544,384
193,473
350,911
5,888,354
2,958,972
1,300,805
862,461
766,115

1,991,278
342,110
1,633,756
15,412
1,396,980
155,940
393,818
541,596
250,258
55,367
812,629
274,399
538,230
5,914,060
3,888,677
943,001
470,737
611,646

181,616 |

3,993,661
18,375
3,975,287
665,156
42,890
24,347
199,114
398,766
40
544,384
193,473
350,911
5,888,354
2,958,972
1,300,805
862,461
766,115

1,991,278
342,110
1,633,756
15,412
1,396,980
155,940
393,818
541,596
250,258
55,367
812,629
274,399
538,230
5,914,060
3,888,677
943,001
470,737
611,646
181,616

4,133,003
19,211
4,113,792
809,936
87,169
26,592
208,755
487,379
42
195,291
132,130
63,160
6,518,064
3,384,566
1,376,974
897,870
858,654
106,175

2,164,474
349,398
1,798,506
16,570
1,558,816
169,006
409,831
558,069
366,108
55,802
744,253
268,007
476,246
6,328,267
4,382,455
920,192
461,200
564,419

155,791 |

4,305,779
19,880
4,285,900
798,349
82,446
55,608
218,791
441,461
44
161,987
107,373
54,614
6,859,696
3,561,154
1,473,732
930,389
894,421

2,232,480
369,538
1,845,521
17,421
1,582,135
177,579
448,830
582,827
311,047
61,852
804,102
255,650
548,451
6,603,499
4,567,538
963,629
482,369
589,963
168,260

4,487,302
19,880
4,467,422
857,913
85,182
57,110
228,490
487,086
46
170,027
112,456
57,571
7,246,521
3,779,477
1,559,578
971,726
935,740
109,902

2,323,779
384,858
1,920,580
18,342
1,689,333
187,816
470,672
615,494
350,368
64,983
863,756
272,632
591,124
6,932,726
4,816,024
1,009,907
495,159
611,637
173,254




Explanatory notes to MBRR Table A2 - Consolidated Budgeted Financial

Performance (revenue and expenditure by functional classification)

1.

4.

Table A2 above is an overview of the budgeted financial performance in relation to

revenue and expenditure per functional classification.

Total Revenue on this table includes capital revenues (Transfers recognised —

capital).

The surplus of R810 million reflected in the 2025/2026
financial year includes Transfers recognised - capital (Capital Grants and Donations

received), while the expenditure category excludes these transfers.

As a general principle the revenues for the Trading Services should exceed their
expenditures. The City is undertaking a detailed study of the functions that are
operating at a deficit to explore ways of improving efficiencies and provide a basis for

re-evaluating the function’s tariff structure.




Table 20: MBRR Table A3 - Consolidated Budgeted Financial Performance (revenue and expenditure by municipal
vote)

Revenue by Vote 1

Vote 01 - Directorate - Executive Support Services 191 976 407 - 360 360 - - -
Vote 02 - Directorate - Municipal Manager 27,415 16,861 16,087 18,375 18,375 18,375 19,211 19,880 19,880
Vote 03 - Directorate - Human Setiement 236,851 234,412 344,201 367,380 398,766 398,766 487,379 441,461 487,086
Vote 04 - Directorate - Chief Financial Officer 3,035,621 3,318,304 3,816,846 3,899,172 3,944,653 3,944,653 4,075,817 4,256,387 4,434,820
Vote 05 - Directorate - Corporate Services 12,451 15,857 15,378 11,816 11,816 11,816 9,851 10,690 10,929
Vote 06 - Directorate - Infrastructure Services 4,589,568 4,171,271 4,781,003 5,215,199 5,473,150 5,473,150 5,722,571 6,019,889 6,368,352
Vote 07 - Directorate - Spatial Planning And Development 140,429 127,597 139,780 124,802 122,795 122,795 98,155 89,015 95,308
Vote 08 - Directorate - Health / Public Safety & Emergency S 179,714 175,322 250,816 199,114 199,114 199,114 227,755 246,791 257,490
Vote 10 - Directorate - Economic Development & Agencies 133,397 123,224 145,044 238,249 214,731 214,731 168,273 141,682 148,723
Vote 11 - Directorate - Solid Waste And Environmental Mana 549,405 608,930 700,990 786,876 771,876 771,876 864,673 901,706 943,037

~ Vote 12 - Directorate - Sport, Recreation & Community Deve 33,503 53,025 64,528 62,642 61,515 61,515 88,783 102,813 106,040

Expenditure by Vote to be appropriated i1

Vote 01 - Directorate - Executive Support Services | 278,459 298,497 271,921 278,584 279,918 279,918 291,081 305,823 321,745
Vote 02 - Directorate - Municipal Manager 148,509 140,606 166,466 153,045 167,776 167,776 172,129 183,177 188,523
Vote 03 - Directorate - Human Setlement 48,283 62,157 158,914 197,194 249,849 249,849 366,108 311,047 350,368
Vote 04 - Directorate - Chief Financial Officer 752,638 687,709 908,158 1,129,338 1,159,055 1,159,055 1,231,183 1,238,457 1,276,075
Vote 05 - Directorate - Corporate Services 243,555 249,145 244,017 242,880 230,493 230,493 245,802 259,593 272,949
Vote 06 - Directorate - Infrastructure Services 5,493,492 5,368,171 6,474,630 5,867,858 5,953,700 5,953,700 6,379,738 6,711,202 7,073,342
Vote 07 - Directorate - Spatial Planning And Development 356,036 400,339 354,348 280,763 262,323 262,323 290,643 314,784 337,268
Vote 08 - Directorate - Health / Public Safety & Emergency S 501,899 517,102 577,714 546,230 547,652 547,652 568,420 592,697 626,319
Vote 10 - Directorate - Economic Development & Agencies 184,357 198,964 267,595 271,674 263,551 263,551 217,790 205,342 211,975
Vote 11 - Directorate - Solid Waste And Environmental Mana 695,442 697,797 807,351 722,702 772,793 772,793 744,979 788,544 820,488

468,558 510,292 499,615 439,348 409,454 409,454 443,727 479,810 503,795

Vote 12 - Directorate - Sport, Recreaton & Community Deve

Explanatory notes to MBRR Table A3 - Consolidated Budgeted Financial Performance (revenue and expenditure

by municipal vote)

1. Table A3 above 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 City. This indicates the operating surplus or deficit of a vote.




Table 21: MBRR Table A4 — Consolidated Budgeted Financial Performance (revenue and expenditure by source
and type)

Revenue
Exchange Revenue
Service charges - Electricity
Service charges - Water
Service charges - Waste Water Management
Service charges - Waste Management
Sale of Goods and Rendering of Services
Agency services
Interest earned from Receivables
Interest earned from Currentand Non Current Assets
Rental from Fixed Assets
Operational Revenue
Non-Exchange Revenue
Property rates
Surcharges and Taxes
Fines, penalties and forfeits
Licences or permits
Transfer and subsidies - Operational
Interest
Fuel Levy
Operational Revenue
Gains on disposal of Assets
Other Gains

Expenditure
Employee related costs
Remuneration of councillors
Bulk purchases - elecfricity
Inventory consumed
Debtimpairment
Depreciation and amortisation
Interest
Contracted services
Transfers and subsidies
Irrecoverable debts written off
Operational costs
Losses on disposal of Assets
Other Losses

Transfers and subsidies - capital (monetary allocations)
Transfers and subsidies - capital (in-kind)

Share of Surplus/Deficit atiributable to Associate
Intercompany/Parent subsidiary transactions

A B |
N NNN

2,199,541
1,255,133
470,773
387,546
109,848
30,536
176,561
33,086
21,116
690,424

1,733,914

12,408
12,128
1,099,255

1,362

2,536,403
64,683
1,922,255
286,508
1,385,422
1,569,797
20,684
595,097
127,299

607,177
816
508

15,354 |

2,147,071
738,617
482,231
398,396
109,051

23,879
300,755
47,660
24,501
48,442

1,791,370

6,974
12,216
1,192,815

719,203

409

2,475,613
66,749
1,936,963
216,587
897,828
1,846,054
16,075
698,631
137,495

629,635
26
86,326

9,131 |

2,385,332
918,430
559,118
470,948
123,512

19,547
389,110
51,630
23,226
57,464

2,127,634

65,438
13,698
1,382,876

741,926

113

2,703,201
68,967
2,252,355
233,617
1,336,718
1,944,481
46,211
850,970
131,631

652,423
299,177
148,483

23,419 |

2,835,814
911,568
603,379
535,777
153,110

28,177
222,299
25,656
24,263
88,261

2,269,497

9,691
14,022
1,636,167

777,132

2,937,654
77,686
2,832,586
280,004
1,681,728
567,615

531,559

114,999

2,835,814
911,568
603,379
535,777
153,110

28,177
222,299
71,136
24,263
88,261

2,269,497

9,691
14,022
1,757,634

777,132

2,707,570
77,686
2,832,586
275,945
1,754,847
577,827
8,966
1,173,162
143,149

629,827

114,999

2,835,814
911,568
603,379
535,777
153,110

28,177
222,299
71,136
24,263
88,261

2,269,497

9,691
14,022
1,757,634

777,132

2,707,570
77,686
2,832,586
275,945
1,754,847
577,827
8,966
1,173,162
143,149

629,827

114,999

2,503,854
714,625
474,415
395,907
103,219

24,177
300,631
58,167
28,685
60,314

1,827,939

10,843
14,187
1,370,247
5,090
777,132
46,194
1,211

2,294,633
60,475
2,277,239
228,291
1,383,368
1,639,451

575,630

90,250

8,885 |

3,197,096
1,000,901
632,342
561,494
159,693
29,389
231,858
71,134
25,306
92,056

2,328,401

10,108
14,625
1,801,124

798,042

2,932,056
81,578
3,193,457
289,608
1,891,898
595,663
6,551
1,162,245
117,729

559,443

121,371

3,368,461
1,066,360
662,062
587,884
167,039
30,740
242,523
74,220
26,470
96,291

2,435,508

10,573
15,298
1,786,129

822,919

3,088,496
85,942
3,364,627
307,263
1,823,862
746,255
4,669
1,145,350
117,527

577,176

129,309

3,576,969
1,136,100
691,192
613,751
174,389
32,093
253,194
77,562
27,635
100,528

2,542,670

11,038
15,971
1,884,090

847,918

3,255,074
90,798
3,572,897
325,916
1,834,379
822,500
3,286
1,211,105
123,365

605,761

137,766

681,246 732,602 838,435 788,813 915,392 915,392 453,482 808,900 837,835 886,564
2,294 | 4,160 22,409 — _ _ _ _
7 (29,869) 20,143 (40,750) - /
| _ | 44,254 44,071 ] 38,388




Explanatory notes to MBRR Table A4 - Budgeted Financial Performance (revenue

and expenditure by source and type)

1. Total operating revenue is R10.95 billion in 2025/2026 and escalates to R11.39 billion
and R11.98 billion by 2026/2027 and 2027/2028 respectively. This represents a year-
on-year increase of 6.33% for 2025/26 financial year, 4.01% for 2026/2027 financial
year and declines at 5.20% for the 2027/2028 financial year.

2. Revenue to be generated from property rates is R2.32 billion in the 2025/2026
financial year and increases to R2.43 billion in 2026/2027 and further increases to
R2.54 billion in 2027/2028. The property rates represent 21% of the operating
revenue base of the City and therefore remains a significant funding source for the
municipality. It remains relatively constant over the medium-term. Property Rates
tariff is increased by 2% in the 2025/2026 financial year, an increase of 4.6% is
proposed for 2026/2027 and 4.4% for 2027/2028 financial year.

3. Services charges relating to electricity, water, sanitation and refuse removal
constitutes the biggest component of the revenue basket of the City totalling R5.39
billion for the 2025/2026 financial year and increasing to R5.68 billion by 2026/2027.
For the 2025/2026 financial year, service charges amount to 49% of the total revenue

base and is constant across the MTREF.

4. Transfers recognised — operating includes the local government equitable share and
other operating grants from national and provincial government. Transfers &
Subsidies slightly decreases from R1.80 billion in 2025/2026 to R1.78 billion in
2026/2027.




The graph below provides a view of the main sources of revenue over the MTREF.

Figure 4: Revenue by source
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5. Electricity Bulk Purchases have increased from 2025/2026 financial year as a result

of an annual increase, escalating from R3.19 billion to R3.36 billion in 2026/2027.

6. Employee Related Costs are one of the main cost drivers within the City’s operating
expenditure budget increasing from R2.93 billion in 2025/2026 to R3.08 billion in
2026/2027. This increase informed by the current SALGA wage agreement.

7. Employee Related Costs and Electricity Bulk Purchases are the main cost drivers
within the municipality. Ongoing operational gains and efficiencies are continuously

identified to lessen the impact of wage and bulk tariff increases in future years.

8. Depreciation & Asset Impairment totals R595 million for the 2025/2026 financial year.

The calculation of depreciation on new capital expenditure is based on variables such




as asset class and lifespan depending on the nature of the asset. This figure
represents the cost component of the depreciation. The depreciation resulting from
the revaluation of PPE is budgeted against the Revaluation reserve account in the

Statement of Financial Position.

9. Contracted Services decreases from R1.16 billion in 2025/2026 to R1.14 billion in

2026/2027 and includes budgetary provision for repairs and maintenance.

The graph below provides a view of the main expenditure types over the MTREF.

Figure 5: Expenditure by type
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Table 22: MBRR Table A5 - Consolidated Budgeted Capital Expenditure by vote, functional classification and

funding source

Capital expenditure - Vote

Multi-year expenditure fo be appropriated
Vote (1 - Direclorate - Execufive Support Services

Vot 02 - Directorate - Municipal Manager
Vote 03 - Directorate - Human Sefement

i
i

Vote 04 - Directrate - Chief Financial Offer
Vote 05 - Direcbrate - Corporate Services
Vot 06 - Directorate - Infiastucture Services
Vot 07 - Directorate - Spatal Planning And Development

Vote 08 - Direcbrate - Health / Public Safety & Emergency Services
Vote 10 - Directrate - Economic Development & Agencies

Vote 11 - Direcbrate - Sold Weste And Environmental Management
Vote 12 - Direcbrate - Sport Recreaton & Community Development
Capital multi-year expenditure sub-total

5,369 034 108 500 1040 1040 44 2500 2500 2500
2946 20 151 9650 18,076 18,76 6,746 3790 450 4,000
214,662 20738 218118 w0 205,548 05548 135432 182,007 194,331 204450
205433 21§75 44619 18,058 98,604 98,604 35409 58,016 50,116 16,615
44% 10216 4,845 16,700 18,6025 18,625 5679 10,900 12250 10,200
603,187 T24479 620,152 620,863 829,066 820,066 | 436,089 005,443 506,647 613210
110477 91,808 84011 81,908 82,183 82183 46,314 4% 4882 5,467
883 16,833 13228 18,000 45697 45,691 9,063 62,500 53750 47,000
140,761 58,649 3293 43139 32108 32108 16,825 59,967 54900 57956
13021 3114 39,606 80470 61,208 61,298 48 17,941 113450 119,900
43723 50424 5215 2,830 3398 398 15,619 62051 16,034 81,843

1,408,915

1,425,346

1,110,164

123,115

1,426,183

1426,183

733,088

1,199,709

1,177,309

1214140




MBRR Table A5 - Consolidated Budgeted Capital Expenditure by vote, functional classification and funding

Capital Expenditure - Functional
Governance and administration

Executive and council
Finance and adminisration
Internal audit

Community and public safety
Community and social services
Sportand recreation
Public safety
Housing
Health

Economic and environmental services
Planning and development
Road transport

Trading services
Energy sources
Water management
Waste water management
Waste management

Funded by:
National Government

District Municipality
Transfers recognised - capital
_Intemally generatedfunds | |

B —

260,451 265,933 59,940 180,208 172,080 172,080 70,847 91,138 80,187 48,988
7,969 1,155 379 10,150 17,690 17,690 7,170 6,250 7,000 6,500
252,482 264,778 59,561 170,058 152,965 152,965 63,677 84,888 73,187 42,488
- - - - 1,426 1,426 - - - -
271,363 295,202 292,531 284,497 304,364 304,364 169,071 312,504 342,315 353,093
15,882 22,466 27,695 16,750 11,722 11,722 5,740 45915 62,574 56,200
32,823 48,091 32,782 23,320 35,448 35,448 14,062 36,582 67,360 72,343
6,033 16,015 12,959 11,500 41,647 41,647 9,063 41,700 12,450 14,000
214,662 207,333 218,118 225,927 205,548 205,548 135,432 182,007 194,331 204,450
1,963 1,297 978 7,000 10,000 10,000 4774 6,300 5,600 6,100
497,754 580,334 488,048 218,944 377,287 377,287 167,421 112,870 128,352 137,393
81,611 71,833 76,671 66,858 74,678 74,678 39,862 38,562 43,110 47,894
416,143 508,502 411,377 152,087 302,609 302,609 127,560 74,309 85,242 89,499
295,599 262,230 r 312,467 504,577 540,598 f 540,598 " 308,934 583,729 571,655 616,811
120,634 98,904 112,996 158,388 207,538 207,538 146,963 186,195 180,440 188,000
104,762 104,798 93,883 169,528 166,114 166,114 76,367 161,031 167,798 176,785
61,318 42,015 74,953 110,861 124,826 124,826 68,574 133,909 128,167 151,926
8,886 16,513 30,635 65,800 42,121 42,121 16,530 102,594 95,250 100,100
681,246 732,602 838,435 788,563 915,142 915,142 453,221 808,800 837,735 886,464
- - - 250 250 250 250 100 100 100
681,246 732,602 838,435 788,813 915,392 915,392 453,482 808,900 837,835 886,564




Explanatory notes to MBRR Table A5 Budgeted Capital Expenditure by vote,

functional classification and funding source

1.

Table A5 is a breakdown of the capital programme in relation to capital expenditure
by municipal vote (multi-year and single-year appropriations); capital expenditure by
functional classification; and the funding sources necessary to fund the capital budget,

including information on capital transfers from national and provincial departments.

. The MFMA provides that a municipality may approve multi-year or single-year capital

budget appropriations. In relation to multi-year appropriations, for 2025/2026 R1.15
billion has been allocated, R1.17 billion in 2026/2027 and R1.21 billion in 2027/2028.

The capital programme is funded from National Government Grants (Capital
Transfers), Internally Generated Funds from prior and current year surpluses and
depreciation. For 2025/2026, Capital transfers represent 70% of Capital Expenditure
and increases to 71% by 2026/2027.

It needs to be noted that the institution has made a strategic decision to utilize own
funds to mainly replace existing infrastructure assets in the urban core of the City.
The total amount of own funding is R350 million in 2025/2026, it decreases to R 339
million and R327 million in 2026/2027 and 2027/2028 respectively.

No new borrowing has been provided for until there’s improvement in the collection
rate and sufficient operating surplus is available to allow for the repayments that will

be required.




Table 23: MBRR Table A6 - Consolidated Budgeted Financial Position

ASSETS
Current assets

Cash and cash equivalents

Trade and other receivables from exchange transactions
Receivables from non-exchange transactions

Current portion of non-current receivables

Inventory
VAT

Non current assets
Investment property
Property, plantand equipment

Heritage assets
Intangible assets

LIABILITIES

Current liabilities
Financial liabilies

Consumer deposits
Trade and other payables from exchange transactions
Trade and other payables from non-exchange transactions

Provision
VAT

Non current liabilities
Financial liabilies

Other currentassets

Other non-currentassets

697,457
2,017,018
1,006,547

44,210
6,445,717

451,398
24,467,626

50,513
10,847

LT —

49,141
88,247
1,210,128
283,485
349,529
6,884,868

138,854

25,938,067 |

720,987
2,382,984
1,423,285

69,398
7,903,607
13945

484,115,273.50
30,458,183

54,060

7,247
711,104

28,814
98,543
1,712,378
289,601
451,629
8,412,208

79,849

856,795
2,849,679
1,184,341

74,666

936,006
;836

490,515
30,343,233

54,060
25,207

27,382

101,817
1,396,629
289,601
447,969
1,505,322

52,468

856,795
2,849,679
1,184,341

74,666

936,006

490,515
30,343,233

54,060
25,207

27,382

101,817
1,396,629
289,601
447,969
1,505,322

52,468

1,362,318
2,697,431
1,369,281

96,669

8,483,345
17,362

484,115
29,547,083

54,060
11,984

25,086
97,350

1,186,826
289,601
451,629

9,212,684

54,546

891,066
2,889,108
1,229,872

77,652

929,804

19539

497,715
29,892,101

54,060

29,955
728,104

20,829
105,157
1,297,305
289,601
443,844
1,670,854

33,934

926,709
3,042,864
1,278,119

80,758

931,319
el 727

505,275
29,357,761

54,060
35,542

20104

8,417

108,664
1,242,133
289,601
439,557
1,639,617

25,517

32,142,028 |

963,778
3,157,843
1,326,367

83,989

928,115

512,835
28,873,565

54,060

40,229

9,375
112,170
1,138,445
289,601
435,092
1,708,559

16,142

32,274,185 32,784,548 | 32,784,548 | 32635323 | 32,462,247 31,865,210

COMMUNITY WEALTH/EQUITY
Accumulated surplus/(defici) 11,295,980 10,603,437 10746418 | 10,746418 | 10413362 | 10,058,352 9,340,934 8,672,497
Reserves and funds 21,664,108 22,038,131 664,108 23,192,712

14,631,492 |

22,801,093 |




Explanatory notes to MBRR Table A6 - Budgeted Financial Position

1.

MBRR table A6 is consistent with international standards of good financial
management practice and improves understandability for stakeholders 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” Community Wealth. The order of items within each
group illustrates items in order of liquidity; i.e. assets readily converted to cash, or
liabilities immediately required to be met from cash, appear first.
MBRR table A6 is supported by an extensive table of notes (MBRR table SA3)
providing a detailed analysis of the major components of a number of items,
including:

i.  Call investments deposits;

ii.  Consumer debtors;

iii.  Property, plant and equipment;

iv. Trade and other payables;

v.  Provisions non-current;

vi.  Changes in net assets; and

vii. Reserves
The municipal equivalent of equity is Community Wealth/Equity. The justification
is that ownership and the net assets of the municipality belong to the community.
Any movement on the Budgeted Financial Performance or the Capital Budget will
inevitably impact on the Budgeted Financial Position. As an example, the
collection rate assumption will impact on the cash position of the municipality and
subsequently inform the level of cash and cash equivalents at year end. Similarly,
the collection rate assumption should inform the budget appropriation for debt
impairment which in turn would impact on the provision for bad debts. These
budget and planning assumptions form a critical link in determining the applicability
and relevance of the budget as well as the determination of ratios and financial
indicators. In addition, the funding compliance assessment is informed directly by

forecasting the statement of financial position.




Table 24: MBRR Table A7 - Consolidated Budgeted Cash Flow Statement

CASH FLOW FROM OPERATING ACTIVITIES

Receipts
Properly rates 1,375,151 1,502,577 1472173 1,772,612 1,772,612 1,772,612 1,297,944 1,769,585 1,850,986 1,983,283
Service charges 3,019,329 3,223,821 3,132,451 3,822,072 3,822,072 3,822,072 3,216,834 4,097,793 4,320,423 4,694,049
Other revenue 4,579,088 5,034,864 4,121,804 879,984 919,640 919,640 5,172,801 1,243,438 1,289,365 1,328,399
Transfers and Subsidies - Operational 1 1,067,836 1,154,816 1,268,383 1,549,052 1,715,031 1,715,031 1,379,372 1,741,520 1,751,500 1,847,928
Transfers and Subsidies - Capital 1 704,365 752,565 852,001 788,698 870,515 870,515 940,063 808,685 837,620 886,349
Interest 32,569 52,353 66,783 187,868 244529 244529 102,456 257,153 273,662 277,004
Suppliers and employees (6,387,312) (6,690,930) (7,379,774) (7,518,710) (7,614,036) (7,614,036)]  (6,686,827) (8,609,507) (9,003,806) (9,667,544)
Interest (21,160) (16,581) (12,107) (13,906) (13,906) (13,906) (9,577) (6,551) (4,669) (3,286)

_ Transersand Subsies |4 (118735)  (127370)  (124911)|  (142581)  (128926)  (128926)  (74150)  (86389)  (84806) (90,062)

CASH FLOWS FROM INVESTING ACTIVITIES

Receipts
Proceeds on disposal of PPE 1,347 2 116 - - - 18,650 - - -
Capital assets _ (1 ,408,515) (1,425,946) (1,110,164) (1,231,115) (1 ,426,183) (1,426,183) (687,344) (1,159,709):  (1,177,309) : (1,214,140)

CASH FLOWS FROM FINANCING ACTIVITIES
Receipts

Increase (decrease) in consumer deposits - (34) (3,033) 3,274 3,274
Payments

Repayment of borrowing




Explanatory notes to MBRR Table A7 - Budgeted Cash Flow Statement
1. The budgeted cash flow statement is the first measurement in determining if the

budget is funded.

2. It shows the expected level of cash in-flow versus cash out-flow that is likely to result

from the implementation of the budget.

3. The cash and cash equivalents increase from R0.891 billion in the 2025/2026 period
to R0.926 billion in the 2026/2027 financial year and further increase over the MTREF
to R0.963 billion by 2027/2028 financial year. The increase can be attributed to the

tariff increases and increase in the collection rate target over the MTREF period.

4. Provision has been made for the repayment of borrowing to the amount of R25 million
for the 2025/2026 financial year, based on the capital repayment in terms of the loan

agreement.




Table 25: MBRR Table A8 — Consolidated Cash Backed Reserves/Accumulated Surplus Reconciliation

Cash and investments available
Cashlcash equivalents at e year end
Oher currentinvestments > 90 days
Non current Investments

Application of cash and investments

Unspent condional Fanslers
Unspentborrowing

Statfory requirements

Other working capial requirements

Other provisions

Long erm investments commted

| Reserves b be backed by cashiinvestnens

394179
32672

083485
19150
(20696
9509

4108456
(3428481

255,179
468
(5650
W858

29349
0212463)

9601
508602
(12658
451 09

803,264

253192
567,983
104,830
445,559

836,79

269,601
59,317

3012
447 969

806,79

269501
569,317
3012
447,969

LN
B0

IR
T340
(127869
15158

891,066

B9
B8
B41.050
03190
I

926,709

9601
5460
108297
Q51T 40)
15

963,778
0

B9
16066
TH 44
(28975%
150




Explanatory notes to MBRR Table A8 - Cash Backed Reserves/Accumulated
Surplus Reconciliation
1. The cash backed reserves/accumulated surplus reconciliation is aligned to the

requirements of MFMA Circular 42 — Funding a Municipal Budget.

2. In essence 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.

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

4. Non-compliance with section 18 of the MFMA is assumed because a shortfall would

indirectly indicate that the annual budget is not appropriately funded.

5. From the table it can be seen that for the period 2025/2026 to 2026/2027 the surplus

increases from R1.83 billion to R2.04 billion.

6. Considering the requirements of section 18 of the MFMA, it can be concluded that the
2025/2026 MTREF is funded with a surplus.

7. As part of the budgeting and planning guidelines that informed the compilation of the
2025/2026 MTREF the end objective of the medium-term framework was to ensure
the budget is funded and aligned to section 18 of the MFMA.




Table 26: MBRR Table A9 — Consolidated Asset Management

Roads Infrastructure

Storm water Infrastructure
Electrical Infrastructure
Water Supply Infrastructure
Sanitation Infrastructure

Information and Communication Infrastructure

Infrastructure
Community Facilities
Sportand Recreation Faciliies
Community Assets
Heritage Assets
Operational Buidings
Housing
Other Assets
Licences and Rights
Intangible Assets
Computer Equipment
Furniture and Office Equipment
Machinery and Equipment
Transport Assets
Land

91,006 |

69,521 |

71670 |

120,475 |

62,136

52645 |

81,508 120,175 66,731

29,943 35,206 46,401 38,450 34,323 34,323 30,378 24,716 29,725
79,368 96,351 22,151 39417 64,477 64,477 95,750 90,400 96,000
206,269 221,161 109,866 162,545 175423 175423 157,811 188,720 148,719
54 481 47,464 35,153 68,693 60,001 60,001 81,424 57,037 55,685
1,136 6,127 743 3,000 2,130 2,130 1,200 3,500 2,500
462,240 475,831 295,822 383,834 457,218 457,218 426,699 47,017 399,360
14,751 16,916 12,487 28419 15,585 15,585 64,829 44,200 45,655
157 267 - 150 210 210 580 1,060 1,400
14,909 17,184 12,487 28,569 15,855 15,855 65,409 45,250 47,085
700 2412 972 - - - 800 700 800
7,679 4,856 23,539 22,636 15,842 15,842 26,512 76,250 66,270
31,403 34,529 33,289 26,000 29,290 29,290 14,679 17,224 23,000
39,082 39,385 56,829 48,636 45,131 45,131 41,191 93,474 89,270
13,887 7817 197 13,100 20,200 20,200 4,850 5,650 4,550
13,887 7,817 197 13,100 20,200 20,200 4,850 5,650 4,550
1,874 287 2,203 3,515 5,442 5,442 2,155 2,565 3,165
15,129 10,261 9,055 26,100 34,984 34,984 28,084 23,800 23,460
22,521 5,154 10,857 26,869 29,618 29,618 22,320 24,410 25,740
16,464 35,132 14,700 86,800 57,931 57,931 30,700 21,750 21,300
2,569 7,000 8,123

23,716

12,695

15,000

7,000

15,673

5,822




MBRR Table A9 — Asset Management (continued)

Roads Infrastructure
Electrical Infrastructure
Water Supply Infrastructure
Infrastructure
Community Facilities
Sportand Recreation Faciliies
Community Assets
Operational Buidings
Other Assets
Transport Assets

Roads Infrastructure
Electrical Infrastructure
Water Supply Infrastructure
Sanitation Infrastructure
Solid Waste Infrastructure
Infrastructure
Community Faciliies
Sportand Recreation Facilites
Community Assets
Heritage Assets
Operafional Buildings
Other Assets
Zoo's, Marine and Non-biological Animals

156,757

134,897

99,000

138,100

61073 |

72,954

206,724 138,100 74333
91,684 66,789 80428 117,888 158,683 158,683 79,744 63,840 70,000
44,305 13,916 49,191 72,528 77,208 77,228 80,710 71,507 75493

292,747 245,602 345,343 289,416 374,010 374010 222427 213301 219,826

1433 215 - 5,300 2,161 2,161 10,700 7,800 8,050
1,349 15,041 475 7470 7,550 7,550 8,946 10,500 11,000
2782 15,256 4753 12470 9,711 9,711 19,646 18,300 19,050
10127 9,386 1,350 1,000 4,000 4,000 900 2,100 2400
10127 9,386 1,350 1,000 4,000 4,000 900 2,100 2,400
500 - - - - - - - -
280,638 402,125 194,691 108,544 183,779 183,779 43,229 48,257 53,686
8,321 16,983 15,716 15,000 3,705 3,705 15,000 20,000 20,000
7,150 7,004 7,132 21,000 750 750 12448 10,881 10,881
46,597 32,254 50,668 100,861 115417 15417 118,281 128,167 151,926
- - - 10,100 153 153 23682 19,800 23,100

342,707 458,366 277,207 255,505 303,805 303,805 212,641 227,105 259,593
35,502 44619 12679 24,300 22396 2239 43,276 38674 13,147

107 49 35,157 26,255 4,800 17,854 17,854 5,612 18,150 19,000

142,951 79,776 68,934 29,100 40,250 40,250 48,688 56,624 62,147

1,062 1,695 862 - - - 1,600 1400 1,600
412 9436 5,562 9,800 20827 20827 13324 17490 20,300
472 9436 5,562 9,600 20,827 20,827 13,34 17,490 20,300

462 200 400

3% |

212

40 |

20|

40

350




MBRR Table A9 — Asset Management (continued)

Roads Infrastructure
Storm water Infrastructure
Electrical Infrastructure
Water Supply Infrastructure
Sanitation Infrastructure
Solid Waste Infrastructure
Information and Communication Infrastructure
Infrastructure
Community Facilies
Sportand Recreation Facilies
Community Assets
Heritage Assets
Operational Buildings
Housing
Other Assets
Licences and Rights
Intangible Assets
Computer Equipment
Furniture and Office Equipment
Machinery and Equipment
Transport Assets
Land

ASSET REGISTER SUMMARY - PPE (WDV)
Roads Infrastructure
Storm water Infrastructure
Electrical Infrastructure
Water Supply Infrastructure
Sanitation Infrastructure
Solid Waste Infrastructure
Rail Infrastructure
Coastal Infrastructure
Information and Communication Infrastructure
Infrastructure

Community Assets

Heritage Assets

Investment properties

Other Assets

Biological or Cultivated Assets
Intangible Assets

Computer Equipment
Furniture and Office Equipment
Machinery and Equipment
Transport Assets

Land

5

528,401

442,054 |

167,338 |

173,857

606,544 482,923 279,214 442,054 194,751

29,943 35,206 46,401 38,450 34,323 34,323 30,378 24,716 29,725
179,373 180,124 127,295 172,365 226,864 226,864 190,495 179,240 186,000
257,724 272,081 166,190 256,073 253,400 253,400 250,969 271,107 235,093
101,078 79,718 94,821 169,554 175,508 175,508 199,705 185,204 207,611
38 - - 10,100 153 153 23,682 19,800 23,100
1,136 6,127 743 3,000 2,730 2,730 1,200 3,500 2,500
1,097,693 1,179,799 918,372 928,756 1,135,033 1,135,033 863,767 857,423 878,780
51,686 61,750 55,166 58,019 40,142 40,142 118,806 90,674 96,852
108,956 50,465 31,008 12,120 25,674 25,674 15,138 29,700 31,400
160,642 112,216 86,174 70,139 65,816 65,816 133,944 120,374 128,252
1,762 4,168 1,834 - - - 2,400 2,100 2,400
22,528 23,678 30,452 33,436 40,669 40,669 40,736 95,840 88,970
31,403 34,529 33,289 26,000 29,290 29,290 14,679 17,224 23,000
53,931 58,207 63,741 59,436 69,958 69,958 55,415 113,064 111,970
13,887 7,817 197 13,100 20,200 20,200 4,850 5,650 4,550
13,887 7,817 197 13,100 20,200 20,200 4,850 5,650 4,550
1,874 287 2,203 3,515 5,442 5,442 2,155 2,565 3,165
15,129 10,261 9,055 26,100 34,984 34,984 28,084 23,800 23,460
22,521 5,154 10,857 26,869 29,618 29,618 22,320 24,410 25,740
16,963 35,132 14,700 87,800 57,931 57,931 30,700 21,750 27,300
23,716 12,695 2,569 15,000 7,000 7,000 15,673 5,822 8,123

Zoo's, Marine and Non-bioloiical Animals 396 212 462 400 200 200 400 350 400

20,299,294 20,713,362 28,532,619 18,768,528 27,505,118 27,505,118 26,334,152 25,077,644 23,868,007
6,265,695 6,720,007 10,584,629 5,852,928 10,149,045 10,149,045 9,720,126 9,268,487 8,816,418
(94,582) (101,225) (538,844) (113,717) (546,016) (546,016) (552,917) (560,188) (567,982)
4,379,685 4,073,983 5,795,560 3,365,762 5,409,870 5,409,870 4,934,242 4,394,834 3,862,185
3,507,232 3,641,601 5,168,810 3,596,785 5,138,143 5,138,143 5,136,514 5,128,232 5,121,928
2,167,684 2,280,132 2,612,446 2,020,680 2,465,866 2,465,866 2,241,919 2,073,440 1,922,747
252,818 255,751 352,707 248,884 349,287 349,287 346,087 342,727 339,367
(367) (367) (367) (367) (367) (367) (367) (367) (367)

994 4,431 4,431 9,858 7,832 7,832 9,032 12,532 15,032
16,479,158 16,874,313 23,979,372 14,980,812 22,973,660 22,973,660 21,834,637 20,659,696 19,509,328
1,447,950 1,478,381 2,014,801 1,344,853 1,933,633 1,933,633 3,255,784 3,085,729 2,927,812
50,513 50,513 54,060 50,513 54,060 54,060 54,060 54,060 54,060
451,398 460,265 484,115 474,865 490,515 490,515 497,715 505,275 512,835
1,304,490 1,323,696 1,521,378 1,217,726 1,474,803 1,474,803 900 1,400 1,600
10,847 9,043 7,247 20,874 25,207 25,207 29,955 35,542 40,229

9 (20) 1,194 4,052 6,086 6,086 7,846 9,814 12,281

114,734 98,184 66,645 72,141 59,317 59,317 46,237 32,929 18,040
54,526 45,628 33,954 99,787 60,270 60,270 86,176 114,486 146,086
301,190 288,881 263,313 418,426 321,029 321,029 398,629 450,679 509,579
84,479 84,479 106,539 84,479 106,539 106,539 122,212 128,034 136,157




MBR Table A9 — Asset Management (continued)

EXPENDITURE OTHER ITEMS
Depreciation

Repairs and Maintenance by Asset Class
Roads Infrastructure

Storm water Infrastructure
Electrical Infrastructure
Water Supply Infrastructure
Sanitation Infrastructure
Solid Waste Infrastructure
Infrastructure
Community Facilies
Sportand Recreation Faciliies
Community Assets
Heritage Assets
Non-revenue Generating
Investment properties
Operational Buildings
Other Assets
Computer Equipment
Furniture and Office Equipment
Machinery and Equipment
Transport Assets

Renewal and upgrading of Existing Assets as % of total capex

Renewal and upgrading of Existing Assets as % of deprecn

R&M as a % of PPE & Investment Property

Renewal and upgrading and R&M as a % of PPE and Investment Property

1,971,196 2,291,363 2,435,687 1,112,975 1,105,573 1,105,573 1,097,566 1,256,224 1,354,910
1,569,797 1,846,054 1,944,481 567,615 577,827 577,827 595,663 746,255 822,500
401,399 445,308 491,206 545,360 527,746 527,746 501,903 509,969 532,410
101,197 107,002 100,887 130,646 117,582 117,682 117,582 122,991 128,402
11,846 13,233 10,198 1,977 1,780 1,780 1,780 1,861 1,943
39,245 41,929 64,010 24,861 23,713 23,713 23,713 24,804 25,896
2,998 3,313 (4,642) 2,180 1,962 1,962 1,962 2,053 2,143
25,619 33,915 46,462 46,516 41,985 41,985 41,985 43,916 45,849
1,285 1,250 64 1,303 433 433 1,173 1,227 1,281
182,189 200,641 216,979 207,484 187,455 187,455 188,195 196,852 205,513
10,207 9,168 4,452 4,303 3,873 3,873 3,873 4,051 4,229
2,364 2,080 1,119 1,430 1,290 1,290 1,290 1,349 1,409
12,571 11,247 5,572 5733 5,163 5,163 5,163 5,400 5,638
8 8 - - - - - - -
9 15 19 16 16 16 2,116 16 16
9 15 19 16 16 16 2,116 16 16
27,957 33,394 24,909 27,828 25,795 25,795 25,795 26,982 28,169
27,957 33,394 24,909 27,828 25,795 25,795 25,795 26,982 28,169
425 847 204 747 672 672 672 703 734
4,161 7,067 3,770 23,445 31,807 31,807 21,807 22,810 23,814
149,865 162,539 211,051 240,309 229,025 229,025 208,292 207,194 216,315
24,215 28,701 47,813 52,211

56.7%
50.8%
2.0%
5.9%

29,551

57.5%
44.4%
2.2%
6.1%

63.5%
36.2%
1.7%
4.2%

39,799

48.6%
105.5%
2.9%
6.1%

47,813

52.8%
130.3%
1.9%
4.7%

52.8%
130.3%
1.9%
4.7%

49,863

44.8%
87.3%
1.9%
3.9%

50,012

45.6%
71.9%
2.0%
4.2%

48.2%
71.2%
2.2%
4.7%




Explanatory notes to MBRR Table A9 — Asset Management
1. Table A9 provides an overview of municipal capital allocations to acquiring new assets
and the renewal of existing assets, as well as spending on repairs and maintenance

by asset class.

2. In the 2025/2026 financial year BCMM has allocated 44.8% of its capital budget
towards asset upgrading and renewal and 4.6% for Repairs and Maintenance as a

percentage of PPE, which is at current replacement.

3. National Treasury has recommended that municipalities should allocate at least 40%
of their capital budget to the renewal of existing assets, and allocations to repairs and
maintenance should be 8% of PPE. It should be borne in mind that Buffalo City
Metropolitan Municipality has valued its infrastructural assets on the revaluation model
and therefore the above percentage allocations should be adjusted accordingly to

reflect the increase in asset values due to different valuation methodologies.




Table 27: MBRR Table A10 — Consolidated Basic Service Delivery Measurement

Household service targets | 1

Water:

Piped water inside dwelling 124,066 - - 123,566 123,566 123,566 123,050 123,050 123,050
Using public tap (atleast min.service level) 2 127,290 - - 141,008 141,008 141,008 142,524 142,524 142,524
Minimum Service Level and Above sub-total 251,356 - - 264,574 264,574 264,574 265,574 265,574 265,574

Using public tap (< min.service level) 3 - - - - - - - - -

Other water supply (< min.service level) 4 - - - - - - - - -
No water supply 2,121 - - 3,864 3,864 3,864 2,864 1,864 864
Below Minimum Service Level sub-total 2,121 - - 3,864 3,864 3,864 2,864 1,864 864

Sanitation/sewerage:

Flush toilet (connected to sewerage) 166,262 - - 155,014 155,014 155,014 176,210 176,290 176,370
Flush foilet (with septic tank) 5,437 - - 5,437 5,437 5,437 5437 5,437 5437
Chemical toilet 3,544 - - 3,544 3,544 3,544 3,544 3,544 3,544
Pit toilet (ventilated) 53,175 - - 54,445 54,445 54,445 60,655 61,655 62,855
Other foilet provisions (> min.service level) 16,344 - - 16,344 16,344 16,344 16,444 16,444 16,444
Minimum Service Level and Above sub-total 244762 - - 234,784 234,784 234,784 262,290 263,370 264,650
Bucket toilet - - - - - - - - -
Other foilet provisions (< min.service level) 8,692 - - 4,184 4,184 4,184 4,184 3,184 1,984
Below Minimum Service Level sub-total 8,692 - - 4,184 4,184 4,184 4,184 3,184 1,984
Total number of households 5 253,454 - - 238,968 238,968 238,968 266,474 266,554 266,634
Energy:
Electricity (atleast min.service level) 6,000 5,164 4,963 4977 4977 4977 4977 4977 4977
Electricity - prepaid (min.service level) 128,000 131,851 - 132,992 132,992 132,992 133,684 134,184 134,684
Minimum Service Level and Above sub-total 134,000 137,015 4,963 137,969 137,969 137,969 138,661 139,161 139,661
Electricity (< min.service level) 40,000 36,500 - 35,500 35,500 35,500 37,000 37,000 37,000
Electricity - prepaid (< min. service level) - 36,500 - 35,500 35,500 35,500 35,200 - -

Below Minimum Service Level sub-total 40000 | 73000 - 71,000 | 71,000 | 71,000 37,000 | 37,000




MBRR Table A10 — Consolidated Basic Service Delivery Measurement (continued)

Refuse:
Removed atleast once a week 157,392 - - 157,392 157,392 157,392 157,392 157,392 157,392
Minimum Service Level and Above sub-total 157,392 - - 157,392 157,392 157,392 157,392 157,392 157,392
Removed less frequenty than once a week 2,012 - - 2,012 2,012 2,012 2,012 2,012 2,012
Using communal refuse dump 6,707 - - 6,707 6,707 6,707 6,707 6,707 6,707
Using own refuse dump 46,947 - - 46,947 46,947 46,947 46,947 46,947 46,947
Other rubbish disposal 3,130 - - 3,130 3,130 3,130 3,130 3,130 3,130
No rubbish disposal 7,154 - - 7,154 7,154 7,154 7,154 7,154 7,154
Below Minimum Service Level sub-total 65,950 — - 65,950 65,950 65,950 65,950 65,950 65,950
Households receiving Free Basic Service
Water (6 kilolitres per household per month) - - - 47,821 47,821 47,821 50,321 52,821 56,275
Sanitation (free minimum level service) - - - 40,076 40,076 40,076 42,576 45,076 47,059
Electricity/other energy (50kwh per household per month) - - - 68,694 68,694 68,694 71,194 73,694 78,256
Refuse (removed at least once a week) - - - 43,928 43,928 43,928 43,928 43,928 45,861
Informal Setlements - - - 181 181 181 181 181 191
Cost of Free Basic Services provided - Formal Settlements (R'000)
Water (6 kilolitres per indigent household per month) 223,324 235,622 242,624 244,744 244,744 244,744 268,729 286,303 305,028
Sanitation (free sanitation service to indigent households) 73,090 83,918 63,848 108,893 108,893 108,893 114,120 119,484 124,741
Electricity/other energy (50kwh per indigent household per month) 50,947 32,467 48,360 109,712 109,712 109,712 123,690 130,320 138,386
Refuse (removed once a week for indigent households) 133,479 149,818 110,124 184,535 184,535 184,535 193,393 202,482 211,391
Cost of Free Basic Services provided - Informal Formal Settlements (R'000) - — - 322,276 322,276 322,276 347,435 378,704 -
Highest level of free service provided per household
Property rates (R value threshold) 120,000 - - 120,000 120,000 120,000 120,000 - -
Water (kilolires per household per month) 6 - - 6 6 6 6 - -
Sanitation (kilolires per household per month)
Sanitation (Rand per household per month) 102 - - 118 118 118 124 - -
Electricity (kwh per household per month) - - - 50 50 50 50 - -
Refuse (average litres per week) 170 - - 170 170 170 170 - -
Revenue cost of subsidised services provided (R'000)
Property rates (tariff adjustment) ( impermissable values per section 17 of MPRA) 127 - - - - - - - -
Property rates exemptions, reductions and rebates and impermissable values in
excess of section 17 of MPRA) 127,403 144,333 209,496 288,859 288,859 288,859 296,356 309,988 323,628
Municipal Housing - rental rebates
Housing - top structure subsidies
Other - - - 52 | 52 52 55 | -




PART 2 — SUPPORTING DOCUMENTATION

2.10VERVIEW OF THE ANNUAL BUDGET PROCESS
The Budget Steering Committee has been established in terms Section 53 of the MFMA
and Municipal Budget Reporting Regulations.

The Budget Steering Committee consists of the City Manager and senior officials of the
municipality meeting under the chairpersonship of the Mayor. The Portfolio MMC for
Infrastructure Services, MMC for Spatial Planning & Development, MMC for Finance and
MMC for Human Settlements are also members of the Budget Steering Committee as

appointed by the Executive Mayor.

The primary aim of the Budget Steering Committee is 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 City’s IDP and the budget, taking into account 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 prioritised in the allocation of resources.

2.1.1 IDP/Budget Process Overview

Following the adoption of the 2025/2026 IDP/Budget/PMS Process Plan and Time
Schedule which was compiled in accordance with Section 28 and 29 of the Municipal
Systems Act and Section 21(1) of the Municipal Finance Management Act, Buffalo City
Metropolitan Municipality embarked on the Third IDP Review Process as required in term

of Section 34 of the Municipal Systems Act.




The budget process is governed by the Municipal Finance Management Act 56 of 2003
and the Municipal Systems Act 32 of 2000. The objective process is to ensure good
governance and accountability and enables the municipality to involve residents and other

stakeholders in the budgeting process.

In terms of Section 16 of the Municipal Finance Management Act (MFMA) No 56, 2003:

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

2) “In order for a municipality to comply with subsection (1), the mayor of the

municipality must table an annual budget at a council meeting at least 90 days

before the start of the budget year”.

In terms of Section 24 of the Municipal Finance Management Act (MFMA) No 56, 2003:
1) “The municipal council must at least 30 days before the start of the budget year

consider approval of the annual budget”.

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 Mayor in discharging the responsibilities set out in section 53 of the Act.

The Executive Mayor has established a Budget Steering Committee, which consists of
the Deputy Executive Mayor, Portfolio Head for Finance (Chairperson), Portfolio MMC for
Infrastructure Services, MMC for Spatial Planning & Development and MMC for Human

Settlements, City Manager and Senior Managers.

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 (i.e. 30 August) a time schedule that sets out the

process to revise the IDP and prepare the budget.

Section 28 (1) of the Municipal Systems Act requires each municipality to adopt a process

in writing to guide the planning, drafting, adoption and review of its Integrated




Development Plan. In compliance with this requirement Buffalo City Metropolitan
Municipality adopted the plan on 22 August 2024.

Table 28: Key activities in the compilation of the 2025/2026 MTREF Budget

JUL - AUG:

Preparing for the IDP, Budget and Performance Management Process

1. Top Management, Strategic Development Portfolio 6 and 8 August
Committee and Budget Steering Committee: 2024

e Consider and recommend that IDP/Budget/PMS
Process Plan and Time Schedule be approved by
Council (at least 10 months before the start of the
budget year)

2. External IDP/Budget/PMS Representative Forum: 16 August 2024

e Consult External Stakeholders on the Draft
IDP/Budget/PMS Process Plan and Time Schedule

3. Top Management: 06 August 2024

e Consider 2024/2025 First Adjustment Budget & the
2023/2024 Fourth Adjustment budget and
recommend these being approved by Council

4. Budget Steering Committee: 08 August 2024

e Consider 2024/2025 First adjustment Budget & the
2023/2024 Fourth Adjustment budget and
recommend these being approved by Council

5. Council: 22 August 2024

e Approve IDP/Budget/PMS Process Plan and Time
Schedule (at least 10 months before the start of the
budget year), the 2024/2025 First adjustment budget
(to be tabled before 25 August 2024) and the
2023/2024 Fourth Adjustment budget.

AND
e Note SDBIP approved by Executive Mayor and
performance agreements signed by Municipal
Manager and Managers directly accountable to the
Municipal Manager to Council for notification




e To prepare detailed analysis of the socio-economic
realities affecting the Key Focus Areas and functions
contained in this workstream by conducting sectoral
analyses.

e To monitor progress with respect to the
implementation of the IDP, budget expenditure and to
agree on any adjustments to be affected on the
Workstream budget.

e To identify key issues, projects, programmes and key
initiatives in line with the workstream’s Focus Areas
and ensure that these are aligned with the priorities of
the metro, provincial and national government.

NO  ACTIVITY DESCRIPTION DATES ACHIEVED
6. Submit 4" Quarter Performance Report to Council within 30 |24July 2024
days of the end of the quarter
SEPT - OCT:
PHASE 1: Research Information Collection and Analysis
7. Prepare a draft Situational Analysis Report to assess and September —
identify information from adopted Sector Plans against the October 2024
backdrop of the SITUATIONAL ANALYSIS, including the
LSDFs for integration into the IDP Review document if
possible
8. Consult Top Management to consider Ward Priorities and 16 September 2024
Mayoral Imbizo Progress Report as updated by Senior
Management
9. Consult Councillors in order for them to verify content for the (23, 27 & 30 October
Ward Periorities and Mayoral Imbizo Progress Report as 2024, 3 November
reviewed by Top Management 2024,3,6 &7
February 2025
10. Public engagements to interact with ward communities, Inland —
listen to needs and concerns and provide feedback on 31 October 2024
approved programmes and projects for 2025/2026
(Executive Mayoral Imbizos) Coastal Rural —
*Continued in 2025 3 November 2024
Coastal Urban —
4 February 2025
Midland —
7 February 2025
11. Technical IDP/Budget/PMS Workstreams: Well-governed City:

20 November 2024

Connected City: 28
November 2024

Innovative and
Productive City: 29
November 2024

Green City: 2
December 2024

Spatially
Transformed City:
30 January 2025




NO  ACTIVITY DESCRIPTION DATES ACHIEVED

12. Budget Preparation Sessions with all directorates 25 November to 5
December 2024
JAN - FEB:
PHASE 3: Development of Programmes and Projects
13. Senior Management Team Dry-Run: 16 January 2025
e 2025 Mid-Year Budget and Performance Assessment
Engagement
14. Top Management: 09 February 2025

e Consider 2023/2024 Mid-year Adjustment Budget

15. Council: 26 January 2025
¢ To table and adopt the Statement of Financial

Performance and the Implementation of the
2024/2025 budget for the second quarter & Mid-year
budget and Performance assessment report ended 31
December 2024

e To consider Municipal entity’s proposed budget,
priorities and objectives for 2024/2025 and proposed
budget adjustments for 2023/2024

¢ To table the Draft Annual Report within 7 months after
the end of the financial year to which the report relates

16. IDP Technical Work Sessions (per directorate): February — March
e Review 2024/2025 service delivery key performance |2025
indicators and targets after adjustments budget

e Set Key Performance Indicators and Targets for the
draft Revised 2025/2026 IDP and SDBIP

e Align IDP, Budget, Risk and performance indicators

FEB:
PHASE 4: Integration and Consolidation

17. Budget Steering Committee: 10 February 2025
e Consider 2024/2025 Mid-year Adjustment Budget for

recommendation to Council

18. Councillors and Traditional Leaders’ Workshop: 11 February 2025




NO  ACTIVITY DESCRIPTION DATES ACHIEVED

e Deliberate on the proposed 2024/2025 Mid-year
Adjustment Budget

19. Council: 26 February 2025
e Consider and adopt 2024/2025 Mid-year Adjustment
Budget
20. National Treasury Mid-year Budget and Performance 30 February 2025

Assessment Review

MAR:
PHASE 5: Approval, Adoption and Publication
Approval of draft IDP

21. Top Management Technical Planning Session: 17 — 18 February

e Review strategic objectives for service delivery and | 2025
development

e Reflect on progress made with implementation of
strategic priorities during preceding financial years

e Review SITUATIONAL ANALYSIS of the metro that
inform priority choices, including community needs
expressed

e Reflect on desired key outcomes over the remainder of
Council’'s 5-year term

e Deliberate and confirm strategic imperatives that
should inform the Budget Process

22. Mayoral Strategic Planning Session 9 — 10 March,
¢ Review past performance, identify challenges and Extended to 18
propose solutions March 2025

¢ Align management plans with political priorities

e Align community/constituency priorities and pressing
issues with resource allocation

e Mobilize and align with other stakeholders on key
priority areas

e Mobilize resources and capacity for execution

¢ Attend to systemic challenges and escalate delivery
towards 2026




NO  ACTIVITY DESCRIPTION DATES ACHIEVED

23. Top Management: 12 March 2025
e Consider and recommend the draft IDP, MTREF
Budget and SDBIP

24. Budget Steering Committee: 19 March 2025
e Consider and recommend the draft IDP, MTREF
Budget and SDBIP

25. Councillors and Traditional Leaders’ Workshop: 19-20 March 2025
e Review strategic objectives for service delivery and
development

e Reflect on progress made with implementation of
strategic priorities during preceding financial years

e Review SITUATIONAL ANALYSIS of the metro that
inform priority choices, including community needs
expressed

e Reflect on desired key outcomes over the remainder
of Council’'s 5-year term

e Deliberate and confirm strategic imperatives that
should inform the Budget Process

26. Council: 26 March 2025
e To approve the draft IDP, MTREF Budget and draft

policies (at least 90 days before the start of the
budget year)

e To consider the proposed budget of the entity and
assess the entity's (BCMDA) priorities and objectives
and make recommendations. Board of Directors to
consider the recommendations and, if necessary,
submit a revised budget.

MAR:
PHASE 5: Approval, Adoption and Publication
Consultation and Refinement

27. Three Spheres Technical Planning Session: 31 March & 1 April
e To collectively deliberate on the state of the City and | 2025
share perspectives from all sectors on the situational
analysis;




NO  ACTIVITY DESCRIPTION DATES ACHIEVED

e To provide an opportunity for all three spheres to
share their catalytic programmes and projects with
each other for the next few years and to plan
together towards the same planned outcomes;

e Reflect on the obstacles to joint collaborative
planning and implementation of key projects and
programmes, and come up with possible solutions;
and

e Discuss key considerations for strategic priority
choices towards implementing the Metro Growth and
Development Strategy, Integrated Development Plan
and One Plan.

28. IDP Budget Roadshows: 7, 8,11 & 12 May
e To consult the Draft IDP, Tabled MTREF Budget and | 2025
draft policies with the public

29. Councillors and Traditional Leaders’ Workshop: 9 May 2025
e To deliberate on the Metro’s preparations for the
introduction of trading services infrastructure

financing reforms

30. Municipal Budget and Benchmark Engagement by National |13 May 2025
Treasury:
e To assess BCMM draft MTREF Budget

31. Budget Steering Committee: 16 May 2025

e consider and recommend the Final IDP, MTREF
Budget and budget-related policies, after considering
the submissions made by the local community,
National or Provincial Treasury, national or provincial
organs of state or neighbouring municipalities

32. Business Leaders’ Breakfast 21 May 2025
e To consult the Draft IDP, Tabled MTREF Budget and

draft policies with business, ratepayers’ associations,
government entities and organised labour before
adoption by Council




NO  ACTIVITY DESCRIPTION DATES ACHIEVED

APR - MAY:
PHASE 5: Approval, Adoption and Publication
Final Adoption
33. Council: 28 May 2025
e Submit Final IDP to Council to adopt IDP, MTREF
Budget, and the revised Policies (at least 30 days
before the start of the budget year)

2.1.2 Integrated Development Plan (IDP) and Service Delivery and Budget
Implementation Plan (SDBIP)

Buffalo City’s IDP Review and Budget development was undertaken through an inclusive,

integrated and procedurally consistent manner in line with an approved IDP/Budget/PMS

Process Plan and Time Schedule which was compiled in accordance with Section 28 and

29 of the Municipal Systems Act and Section 21(1) of the Municipal Finance Management

Act.

The Metro’s IDP is the principal strategic planning instrument, which directly guides and
informs its planning, budget, management and development actions. This framework is
translated into clear objectives, key performance indicators and targets for
implementation which directly informs the Service Delivery and Budget Implementation
Plan. The Metro strives to, at all times, engage the intellectual capacity of the
organisation, civil society and other government spheres to develop plans that are aligned
with the shared vision for the City through the convergence of local priorities with those
of the Provincial and National Government spheres, taking into account the socio-

economic conditions prevalent at the time of planning.

With the compilation of the 2025/2026 MTREF, each function/directorate had to review
the business planning process, including the setting of priorities and targets after
reviewing the mid-year performance against the 2024/2025 Service Delivery and Budget

Implementation Plan. Business planning responds to the Metro’s priority needs, reviewed




strategic objectives and informs the detail operating budget appropriations and three-year
capital programme.

The Final Service Delivery and Budget Implementation Plan (SDBIP) with Final
Performance Agreements of the Municipal Manager and all Senior Managers will be
submitted to the Executive Mayor for approval within 28 days after the IDP and Budget

have been adopted by the Council.

2.1.3 Financial Modelling and Key Planning Drivers
As part of the compilation of the 2025/2026 MTREF, extensive financial modelling was
undertaken to ensure affordability and long-term financial sustainability. The following
key factors and planning strategies have informed the compilation of the 2025/2026
MTREF:

= City growth

» Policy priorities and strategic objectives

= Asset maintenance

= Economic climate and trends (i.e. inflation, Eskom increases, household debt,

migration patterns)

» Performance trends

= The approved 2024/2025 adjustments budget and performance against the SDBIP

= Cash Flow Management Strategy

»= Debtor payment levels

= Loan and investment possibilities

= The need for tariff increases versus the ability of the community to pay for services;

= Improved and sustainable service delivery

» Financial Recovery plan

= Cost Containment Policy

= UIFW Reduction strategy
In addition to the above, the strategic guidance given in National Treasury’s MFMA

Circulars have been taken into consideration in the planning and prioritisation process.




2.1.4 Community Consultation

In developing its Integrated Development Plan, Buffalo City Metropolitan Municipality

takes its tune from residents and the broader public of the Metro who participate in a

number of public consultation processes and programmes such as the annual Mayoral

Imbizo and IDP/Budget Roadshow. It is through these engagements that residents are

able to define and shape their needs and priorities which must be taken into consideration

during planning and budgeting. BCMM aims to address identified needs and priorities

through the 2021/2026 Integrated Development Plan and Budget as revised annually.

The IDP process is an outcome of an intensive and detailed series of engagements with

our communities through the following key participatory democracy instruments:

a.

IDP/Budget/PMS Workstreams where external stakeholders also participate in
the deliberations;

External IDP/Budget/PMS Representative Forum with external stakeholders to
consult the Draft IDP, MTREF Budget and BEPP: Catalytic Land Development
Programmes;

Executive Mayoral Imbizos where the Executive Leadership provides feedback
to communities previously raised and make commitments on action to be taken
to improve on other poorer performance service delivery functions;
Ward-based Community Meetings and Ward Committee Meetings held by
Ward Councillors from each of the three functional regions as part of the IDP
Review Process;

IDP/Budget Roadshows where the Draft (Revised) IDP and MTREF Budget
were consulted with the public; and

A Business Leaders’ Breakfast where the Draft (Revised) IDP, MTREF Budget
and budget-related policies were consulted with representatives from business
formations, ratepayers’ associations, government entities and organised labour

before Council adoption.

Following the publication of the Draft IDP and Budget, members of the public were

awarded an opportunity to peruse the documentation at the municipal libraries and key




offices of the Metro. Most stakeholders submitted their inputs via an e-mail address which
was created for easy submission of comments, objections and proposals on the draft
Revised IDP and Budget. Council is requested to consider all public inputs attached
hereto as Annexure AC in the compilation of the final 2025/2026 Revised IDP, BEPP:
BCMM Catalytic Land Development Programmes and MTREF Budget documents.

The Benchmarking Engagement Exercise was held with National Treasury for the
assessment of the draft IDP, BEPP and 2025/2026 MTREF Budget. The purpose of the
engagement was to assess the alignment between planning, budgeting and reporting,
and to determine if the City is financially sustainable. Comments were received from

National Treasury, which are summarised below:

o Credibility
— Budget assumptions are credible
— Operational expenditure budget assumptions are credible
— The operational and capital budget is reflective of long-term planning
— There was political oversight on the IDP and budget process as the budget

process was adopted by Council

o Relevance
— IDP strategic objectives aligns to the NDP, provincial strategic plan, City’s
growth development strategy
— Alignment of IDP objectives and budget as per table SA4 — SA5 of the
MBRR, however there is a slight difference on table SA6
— The City considered the guidance provided in the MFMA budget circulars
budget

o Sustainability
— Cash flow is sustainable over the next 3 years
— Liquidity ratios like cash coverage and current ratio show worrying signs
due to low collection rate

— The budget is funded and sustainable over the MTREF




2.20VERVIEW OF ALIGNMENT OF ANNUAL BUDGET WITH IDP

BCMM'’s IDP is the strategic framework that outlines the City’s priority objectives over a
5-year period which guides the planning and budgeting within the City. During the
development process an effort was made to ensure that the IDP is fully aligned with the
Metro Growth and Development Strategy. Over the five-year term, the City will
concentrate on the 5 strategic outcomes to be achieved by the year 2030. The following
table highlights the IDP’s five strategic outcomes which have directly informed the
compilation of the 2025/2026 MTREF budget:

Table 29: IDP’S Five Strategic Objectives

ST [[oNO) ] [CIRI-R BN An Innovative and Productive City

To enhance the Quality of Life of the BCMM community with rapid and inclusive

economic growth and falling unemployment

S EChITROlJHO-I2Z A Green City

To promote an environmentally sustainable city with optimal benefits from our natural

assets.

SHEICEH [Nl A Connected City

To maintain a world class logistics network.

S ECH ROl R S A Spatially Transformed City

To develop and maintain world class infrastructure and utilities.

S ECH RO R A Well-Governed City

Promote sound financial and administrative capabilities.

The IDP process was undertaken within the framework of National, Provincial and District
policies and legislation. Some of the key informants that guide the review and refinement
of IDP objectives and strategies include the following:
= National Development Plan;
» Medium-Term Development Plan (2024/2029);
= Provincial Municipal Infrastructure Grants Risk Adjusted Strategy Framework
(PMIG — RAS —FW) Approved: 22 June 2023




* |ntegrated Urban Development Framework (IUDF) policy levers;
= Eastern Cape Provincial Development Plan (PDP) 2030;

= Sustainable Development Goals (SDGS);

= 12 Outcomes adopted by National Cabinet in January 2010;

= BCMM Ward Priorities;

= Priorities from the Council Lekgotla.

Table 30: Alignment of BCMM Strategic Objectives with National and Provincial

Priorities
Strategic Outcomes Development Plan Plan Development Plan
Outcomes EC Vision 2030 Goals

AnInnovative | e  Decent A growing, Unemployment rate Ensure Unlocking the

and employment inclusive and should fall from 27% in access to potential of

Productive through equitable 2011 to 14% by 2020 affordable, SMMEs,

City inclusive economy. and to 6% by 2030. reliable, cooperatives,
economic Vibrant and Total employment sustainable township and
growth. equitably should rise from 13 economic rural

e Askilled and enabled million to 24 million. growth, full enterprises.
capable communities. and Operation
workforce to productive Phakisa
support employment aimed
inclusive and decent growing the
growth. work for all. ocean

e An efficient, economy and
competitive and other sectors.
responsive Encouraging
economic private sector
infrastructure investment.
network.

A Green City | e Protection and A growing, Achieve the peak, Take urgent Resolving the
enhancement inclusive and plateau and decline action to energy
of equitable trajectory for combat challenge.
environmental economy. greenhouse gas climate Revitalizing
assets and emissions, with the change and agriculture
natural peak being achieved its impacts. and the agro-
resources. around 2025. processing

By 2030, an economy- value chain.
wide carbon price
should be entrenched.




Strategic Outcomes Development Plan Plan Development Plan
Outcomes EC Vision 2030 Goals
A Well- e Improve the An educated, All children should Ensure N/A
Governed City quality of basic empowered, have at least two inclusive and
education. and innovative years of pre-school equitable
citizenry. education. This quality
implies about 2 million education
places. and promote
About 80% of schools lifelong
and learners achieve learning
50% and above in opportunities
literacy, mathematics for all.
and science in grades
3,6,9.
At least 80% of
students should
complete 12 years of
schooling.
A Well- e Adevelopment- An educated, A capable and Ensure Moderating
Governed City orientated empowered effective state, able to inclusive and workplace
public service and innovative enhance economic equitable conflict.
and inclusive citizenry. opportunities, support quality
citizenship. the development of education
capabilities and and promote
intervene to ensure a lifelong
rising floor of social learning
rights for the poor. opportunities
for all.
A Spatially e Improve health A healthy By 2030, life Ensure N/A
Transformed and life population. expectancy should healthy lives
City expectancy. reach at least 70 for and promote
both men and women well-being for
Infant mortality rate all at all ages
should decline from 43
to 20 per 1000 live
births and the under-
five mortality rate
should be less than 30
per 1000, from 104
today.
A Spatially e Sustainable Vibrant and The proportion of Ensure State reform
Transformed human equitably people with access to availability and boosting
City settlements and enabled electricity should rise and the role of
improved communities from 70% in 2010 to sustainable state-owned
(Universal 95% by 2030, with no management companies,




BCMM 12 National Provincial National Development Sustainable National 10 Point
Strategic Outcomes Development Plan Plan Development Plan
Outcomes EC Vision 2030 Goals

quality of access to grid options available of water and
household life. social for the rest. sanitation for infrastructure
infrastructure). | e  Ensure that all people all. or broadband

have access to clean, roll out, water,
potable water and that sanitation and
there is enough water transport
for agriculture and infrastructure.
industry.




The 2025/2026 MTREF has therefore been directly informed by the IDP revision process and the following tables provide

a reconciliation between the IDP strategic objectives and operating revenue, operating expenditure and capital expenditure.

Table 31: MBRR Table SA4 - Reconciliation between the IDP strategic objectives and budgeted revenue

AWELL GOVERNED CITY

A SPATIALLY INTEGRATED

[TRANSFORMED CITY

ACONNECTED CITY

AGREEN CITY

AN INNOVATIVE AND
PRODUCTIVE CITY

Promote Sound financail and

administratve capabiliies

To develop and maintain world
class infrastructure and uflities
To maintain a world class logiscs
network

To promote an environmental
sustainable city with optimal
benefts from our natural assefs
To Enhance the Qually of life of
the BCMM community with rapid
and inclusive economic growth
and falling unemployment

B

w

>

w

3002220 |

2,106,722
2,221,398

549,405

279,239

3387974 |

1,621,686
2,242,415

567,387

217,512

3,895,403

1,995,856

2,493,497

647,162

365,576

4018491 |

2,105,532
2,919,746

721476

363,567

4,056,680 |

2,159,618
2,994,418

721,476

363,567

4,056,680

2,159,618

2,994,418

721476

363,567

4134877 |

2,411,465
3,286,763

765,232

365,232

4,305,027 |

2,477,310
3,454,422

802,520

363,199

4,486,494

2,627,368

3,666,844

838,086

366,308

Allocations to other priorities |




Table 32: MBRR Table SA5 - Reconciliation between the IDP Strategic Objectives and budgeted operating

expenditure

AWELL GOVERNED CITY

A SPATIALLY INTEGRATED

[TRANSFORMED CITY

A CONNECTED CITY

AGREEN CITY

AN INNOVATIVE AND
PRODUCTIVE CITY

Promote Sound financail and

administrative capabiliies

To develop and maintain world
class infrastructure and ufliies

To maintain a world class logistics
network

To promote an environmental
sustainable city with opiimal
benefits from our natural assets

To Enhance the Quality ofife of
the BCMM community with rapid
and inclusive economic growt
and falling unemployment

w

>

w

1,661,307

2,209,567

3,743,818

689,849

812,108

1582151 |

2,067,687

3,828,218

655,299

874,625

1,915,668

2,370,129

4,691,214

770,598

920,525

2,059,606 |

1,950,633

4,475,843

688,088

955,445

2117474 |

1,972,528

4,550,595

717,514

938,451

2,117 474

1,972,528

4,550,595

717,514

938,451

2,181,021 |

2,180,568

4,917,241

688,214

984,557

2,225,671

2,228,487

5,177,668

731,808

1,026,841

2,318,030

2,351,255

5,474,912

759,305

1,079,346

Allocations to other priorities




Table 33: MBRR Table SA6 — Reconciliation between the IDP Strategic Objectives and budgeted Capital

Expenditure

AGREENCITY

A CONNECTED CITY

AN INNOVATIVE AND
PRODUCTIVE CITY

A SPATIALLY INTEGRATED
[TRANSFORMED CITY

AWELL GOVERNED CITY

To promote an environmental

sustainable city with optimal
benefits from our natural assets

To maintain a world class logistics
network

To Enhance the Quality oflife of
the BCMM community with rapid
and inclusive economic growth
and falling unemployment

To develop and maintain world
class infrastructure and uflifies

Promote Sound financail and
administrative capabilites

89,420 |

526,956

83,859

372,660

392,402

27,002 |

713,280

76,193

329,070

315,836

43,636

497,981

81,798

339,221

222,604

34,000 |

452,431

92,789

503,937

147,958

20471 |

589,428

115,800

439,138

261,345

20,471

589,428

115,800

439,138

261,345

34292 |

364,579

161,324

460,028

139,485

50,100 |

369,778

162,534

474,341

120,555

52,400

386,738

164,498

514,139

96,365

Allocations to other priorities




2.3MEASURABLE PERFORMANCE OBJECTIVES AND INDICATORS

Performance Management is a system intended to manage and monitor service delivery
progress against the identified strategic objectives and priorities. In accordance with
legislative requirements and good business practices as informed by the National
Framework for Managing Programme Performance, the City is developing a performance
management system of which system is constantly refined as the integrated planning
process unfolds. The Municipality targets, monitors, assesses and reviews organisational

performance which in turn is directly linked to individual employee’s performance.

The following table provides the main measurable performance objectives the

municipality undertakes to achieve this financial year.




Table 34: MBRR Table SA7 - Measurable performance objectives

04 - Directorate - Chief Financial Officer

Finance And Administration

Budget And Treasury Office

Other

06 - Directorate - Infrastructure Services

Energy Sources

Electricity

Electricity - Prepaid (< Min. Service Level)
Electricity - Prepaid (Min.Service Level)

Electricity (< Min.Service Level)

Electricity (At Least Min.Service Level)

Electricity (Kwh Per Household Per Month)

Electricity

Electricity

Informal Settlements (R0O00)

Other (RO00)

Waste Water Management

Sewerage

Chemical Toilet

Flush Toilet (Connected To Sewerage)

Flush Toilet (With Septic Tank)

Sanitation

Sanitation

Informal Settlements (R0O00)

No Toilet Provisions

Other Toilet Provisions (< Min.Service Level)

Other Toilet Provisions (> Min.Service Level)

Pit Toilet (Ventilated)

Sanitation (Rand Per Household Per Month)
Water Management

Water Distribution

Water

Water

Informal Settlements (R0O00)

No Water Supply

Piped Water Inside Dwelling

Level)

Water (Kilolitres Per Household Per Month)

Development

Finance And Administration

Property Services

Property Rates (RO00 Value Threshold)

Adjustment) (Impermissable Values Per
Planning And Development

Economic Development/Planning
Informal Settlement

Informal Settlement

Informal Settlement

09 - Directorate - Municipal Services
Waste Management

Solid Waste Disposal (Landfill Sites)

Removal

Removal

Informal Settlements (R0O00)

No Rubbish Disposal

Other Rubbish Disposal
Refuse (Average Litres Per Week)

Removed At Least Once A Week

Week

Using Communal Refuse Dump

Using Own Refuse Dump

Rand Value

Households
Households
Households
Households
Kwh Per Household Per
Households
Households
Rand Value
Rand Value

Households
Households
Households
Households
Households
Rand Value
Households
Households
Households
Households
Rand Per Household Per

Households
Households
Rand Value
Households
Households
Households
Kilolires Per Household Per

Rand Value Threshold
Rand Value

Households
Kwh Per Household Per
Rand Value

Households
Households
Rand Value
Households
Households
Average Litres Per Week
Households
Households
Households
Households

128 000
40 000
6 000

3 544
166 262
5437

8 692
16 344
53175

102

2121
124 066
127 290

6

120 000
127 403

36 500
131 851
36 500
5 164

4 963

52 275

35 500
132 992
35 500
4977

50

68 694
11 380
6219 644

55573 354

4184
16 344
54 445

118

47 821
82828
73603 481

120 000

131
131
131

43 928
42 412
186879 147
7 154
3130

52 275

35 500
132 992
35 500
4977

50

68 694
11 380
6219 644

55573 354

4 184
16 344
54 445

118

47 821
82 828
73603 481

120 000

131
131
131

43 928

42 412
186879 147
7 154

3 130

52 275

35 500
132 992
35 500
4977

50

68 694
11 380
6219 644

55573 354

4 184
16 344
54 445

118

47 821
82828
73603 481

120 000

131
131
131

43 928
42 412
186879 147
7 154
3130

54 731

35 200
133 684
37 000
4977

50
71194
11 380
6219 644

59791 372

4184
16 444
60 655

124

50 321
82 828
80360 281

120 000

133
133
133

43 928

42 824
201063 274
7 154
3130

134 184
37 000
4977

73 694
11 380
6779 412

65172 595

3184
16 444
61 655

52 821
82 828
87592 706

43 928
43 236
219158 969

134 684
37 000
4977

78 256
12 084

1984
16 444
62 855

56 275
88 245

864

123 050
142 524

45 861
45 138

7 154
3130

157 392




Table 35: MBRR Table SAS8 - Performance indicators and benchmarks

Borrowing Management

Credit Rating
Capital Charges to Operating Expenditure

Capital Charges to Own Revenue
Borrowed funding of 'own' capital expenditure

Safety of Capital
Gearing
Ligquidity
Current Ratio
Current Ratio adjusted for aged debtors

Liquidity Ratio
Revenue Management
Annual Debtors Collection Rate (PaymentLevel %)

Current Debtors Collecton Rate (Cash receipts % of
Ratepayer & Other revenue)

Outstanding Debtors to Revenue

Longstanding Debtors Recovered

Creditors Management
Creditors System Efficiency

Creditors to Cash and Investments

Other Indicators

Electricity Distribution Losses (2)

Water Volumes :System input

Water Distribution Losses (2)

Interest & Principal Paid /Operating
Expenditure

Finance charges & Repayment of borrowing
/Own Revenue

Borrowing/Capital expenditure excl. transfers
and grants and contributions

Long Term Borrowing/ Funds & Reserves
Current assets/current liabilites

Current assets less debtors > 90 days/current
liabiliies

Monetary Assets/Current Liabiliies

Last 12 Mths Receipts/Last 12 Mths Billing

Total Outstanding Debtors to Annual Revenue
Debtors > 12 Mths Recovered/Total Debtors >
12 Months Old

% of Creditors Paid Within Terms
(within"MFMA' s 65(e))

Total Volume Losses (kW) technical

Total Volume Losses (kW) non technical
Total Cost of Losses (Rand '000)

% Volume (units purchased and generated

less units sold)/units purchased and generated

Bulk Purchase

Water treatment works
Natural sources

Total Volume Losses (k£)

Total Cost of Losses (Rand '000)

% Volume (units purchased and generated
less units sold)/units purchased and generated

Employee costs

Remuneration

Repairs & Maintenance
Finance charges & Depreciaton

IDP r lation finan 1 via
i. Debt coverage

ii.O/S Service Debtors to Revenue

iii. Cost coverage

Employee costs/(Total Revenue - capital
revenue)

Total remuneration/(Total Revenue - capital
revenue)

R&M/(Total Revenue excluding capital
revenue)

FC&D/(Total Revenue - capital revenue)

(Total Operating Revenue - Operating
Grants)/Debt service payments due within
financial year)

Total outstanding service debtors/annual
revenue received for services

(Available cash + Investments)/monthly fixed

operational expenditure

A1-/A
0.7%

0.8%

0.0%

0.0%

N
[SEN)

0.0%

99.4%

96.3%
0.0%

0.0%

30.7%

291919493
[o]

220,932

22,825

139272

38%
30.7%

30.5%
4.9%
19.3%

81.3

168.3%

6.1

0.7%

0.8%

0.0%

0.0%

aa
NN

99.4%

122.0%

109.2%
0.0%

0.0%

44.0%

0.0%
0.0%
0.0%
0.0%

0.0%
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2.3.1.1 Borrowing management

The ability of the City to raise long term borrowing is largely dependent on its
creditworthiness and financial position. The City’s credit rating was maintained at A2 (za)
(Short-Term) and A -(za) (Long-Term) in the short- and long-term outlook being negative
in 2024. The negative outlook is triggered by the decline in liquidity indicators, cash and

cash equivalent and decline in collection rate.

The municipality has capacity to take on additional financing from borrowing to invest in
infrastructure projects. However, due to weak economic performance as well as a weak

collection rate, the process for additional loans will be costly or the City.

The following financial performance indicators have formed part of the compilation of the
2025/2026 MTREF budget:

Capital charges to operating expenditure is a measure of the cost of borrowing in
relation to the operating expenditure. It can be seen that the cost of borrowing is slightly
decreasing from 0.3% in 2025/2026 to 0.2% in 2026/2027 and 0.1% 2027/2028.

Borrowing funding of own capital expenditure measures the degree to which own
capital expenditure (excluding grants and contributions) has been funded by way of

borrowing.

2.3.1.2 Safety of capital
The debt-to-equity ratio over the MTREF period is 0%; the ratio indicates the taking up of

new loan funding.

2.3.1.3 Liquidity

Current ratio for the 2025/2026 financial year is 1.6:1 and it is projected to increase to
1.7:1 in 2026/27 and further increase to 1.8:1 in 2027/28 remain stable throughout the
MTREF. Included in the current assets is the City’s debt book which has a projected
collection ratio of 76% for 2025/2026 and the recoverability of this is considered to be

obtainable.




The liquid ratio for the 2025/2026 financial year is 1:1. The City aims to maintain a

consistent stock level over the MTREF period to adequately respond to emergency

situations relating to service delivery considerations.
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Revenue Management

The City has adopted an aggressive Revenue Enhancement Strategy which includes

but not limited to the following:

revenue generation,

accuracy of meter reading,

reduction of the backlog of queries and improved turnaround time to resolve
new queries,

regular supplementary valuations, and

Ensuring all residents receive a correct bill that the City has rendered thereby
contributing to the confidence of the consumers.

The current collection rate of 69.62% as at 30 April 2025 has declined compared to the

projected collection rate of 76%.

2.3.1.5

Creditors Management

The City has managed to ensure that creditors are settled within the legislated 30 days

of statement as stipulated by section 65 (e) of the MFMA, except for those that are

under dispute.

2.3.1.6

Other Indicators

Employee costs as a percentage of operating revenue is 26.8% in the 2025/2026

financial year and slightly increases to 27.1% over the MTREF. Though this rate is

still within the norm, the increasing trend is a concern that requires close monitoring.

The Electricity distribution losses is anticipated to be 27.5% in 2025/2026. This

continues to be an area of focus to reduce electricity losses. There is a program that




is undertaken by the City to electrify informal dwellings which would also assist in

reducing illegal connects.

The City has established a Revenue Protection Unit, the main aim of this unit is to
reduce the losses; however, there is a limit to what can be done with limited resources

in the short term and the extent to which losses can be limited.
The overall average of non-revenue water is anticipated at 35% in 2025/2026.

BCMM has developed a Water Conservation and Water Demand Management
(WC/WDM) Strategy, which focuses primarily on reducing the level of non-revenue
water to enhance both the financial viability of and water supply sustainability to
BCMM.

The goals set in terms of this strategy, are the following:

» Reduction of non-revenue water

= |Installation of movable ablution blocks including of water meters so that the
non-revenue water supplied can be accounted for a be part of equitable share
allocation.

= Water balance monitoring: Installation of bulk water meters and replacement of
commercial meters in Coastal, Midlands & Inland.

» Reduction of raw water treatment losses

= Community awareness campaign and education on abuse of communal
facilities without due care and the consequences of such in a drought
environment.

= Refurbishment and installation of Pressure Reducing Valve’'s (PRVs) in areas

where isolation can be achieved with ease to limit abuse and mitigate bursts

Repairs and maintenance as a percentage of total operating revenue is at 4.6% in the
2025/2026 financial year.




Electricity losses mitigation strategy:

a. The inspection of all large power user installations on a yearly cycle.

b. The inspection of all domestic power user installations on a three-yearly cycle.

c. Priority inspection all identified non-purchasing prepayment customers monthly.

d. Inspect all disconnected domestic prepayment/credit metered services on a
monthly cycle to identify further tampering and to take progressively more
deterrent action against the transgressors.

e. Inspect existing “old” meters for possible calibration inaccuracies.

The enforcement of the Electricity Bylaws in terms of arresting illegal electricity
connectors.

g. About 5.74% of total losses cannot be considered in NERSA’s Cost of Service
calculation methodology and these losses are a total loss to BCMM as they cannot
be recovered through applied tariff increases and need to be urgently addressed.

i.  The overall average of non-revenue water amounts to 37% as at 30 April
2025 and the City anticipates this to decrease over the MTREF

BCMM is currently reviewing its Water Conservation and Water Demand Management
(WC/WDM) Strategy, which focuses primarily on reducing the level of non-revenue water
to enhance both the financial viability of and water supply sustainability to BCMM.

The goals set in terms of this Strategy, are the following:

Reduction of non-revenue water:

Increased billed metered consumption:

Reduction of raw water treatment losses:

Ability to undertake detailed water balances:

® a0 T p

Promotion of water use efficiency




2.3.2 Free Basic Services: Basic Social Services Package for Indigent Households
The social package assists residents that have difficulty paying for services and are
registered as indigent households in terms of the Indigent Policy of the City. Only
registered indigents qualify for the Free Basic Services. It should however be noted that
although this is a goal from a social perspective, it is an indicator of the overall strategic
direction of the institution not being achieved. The institution is attempting to steer in the
direction of economic growth and job creation. This target is contrary to that focus area.
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.

The Indigent Management unit consists of dedicated employees who manage and
administer the indigent register in order to ensure provision of free basic services to the

qualifying consumers.

The Indigent Steering Committee will be established with the assistance of the COGTA,
MMC and the Public Participation Unit within BCMM, as the key stakeholders of this item.
The committee will be made up of ward committee members, Public Participation

Facilitators, elderly persons and a Finance official.

In terms of the municipality’s Indigent Policy, registered households are entitled to 6k{
free water (R154.46), and 50 kwh of electricity (R130.21). Registered indigents are also
to receive the following monthly rebates in the 2025/2026 financial year:
I Property Rates — R359.14 (based on a property value of R250 000)
il. Refuse Removal — R349.03
iii. Sewerage Charges — R124.17
V. Fire Levy — R72.56




2.3.3 Providing Clean Water and Managing Waste Water

The BCMM is the Water Services Authority and has the executive authority to provide
water services within its area of jurisdiction in terms of the Municipal Structures Act 118
of 1998 or the ministerial authorisations made in terms of this Act. The primary
responsibility for Water Services Authority includes:

i. Ensuring access: To ensure the realisation of the right of access to water
services, particularly basic water services (subject to available resources) by
seeing that appropriate investments in water services infrastructure are made.

ii. Planning: To prepare water services development plans to ensure effective,
efficient, affordable, economical and sustainable access to water services that
promote sustainable livelihoods and economic development.

iii. Regulation: To regulate water services provision and Water Services Providers
within the jurisdiction of the municipality and within the policy and regulatory
frameworks set by DWAF through the enactment of by-laws and the regulation of
contracts.

iv.  Provision: To ensure the provision of effective, efficient and sustainable water
services (including water conservation and demand management) either by
providing water services themselves or by selecting, procuring and contracting with

external Water Services Providers.

BCMM provides approximately 60% of bulk potable water through Umzonyana Water
Treatment Works and KWT Water Treatment Works, 40% is provided by Amatola Water

as Water Services Provider.

2.3.3.1 Blue Drop Status

Buffalo City Metropolitan Municipality achieved 72.8% on Blue Drop Score as it was
audited by Department of Water and Sanitation in 2014. The 2014 audit represents the
last full audit carried out by the Department of Water and Sanitation. Subsequent audits

have been in the form of Provisional Assessment Tools (PAT’s) for which no scoring is




allocated. The Department of Water and Sanitation has revived the biennial auditing of

drinking water supply schemes, the full audit took place in January 2023.

2.3.3.2 Green Drop Status

BCMM had 15 of wastewater collector and treatment systems audited. From the 2013
Green Drop Audit BCMM obtained a Green Drop status for the East Bank WWTW and
an overall Green Drop Score of 80.94%. The 2013 audit represents the last full audit
carried out by the Department of Water and Sanitation. Subsequent audits have been in
the form of Provisional Assessment Tools (PAT’s) for which no scoring is allocated. The
Department of Water and Sanitation recently revived the biennial auditing of wastewater
schemes. A full audit of BCMM wastewater schemes was held in September 2022,
scoring on the municipal performance was 59% which was a decline as compared to 81%
in 2013.

2.3.3.3 Generic Water Services Challenges
By its nature, provision, operation and maintenance of a service like water and

wastewater will be faced with various challenges, some related to budgetary constraints,
while the origin of other may be related to prevailing socioeconomically factors. Currently

BCMM is faced with the following water service challenges:

i.  Ageing Infrastructure
Our water and wastewater network have reached its remaining useful life in various
parts of our city, requiring major upgrading, refurbishments, and renewal in some
instances. The City is addressing this through its asset renewal programme which
is part of its capital budget.

ii.  Provision of New Bulk Infrastructure
There has been a constant growth in the need for provision of new bulk
infrastructure and extension of existing services, due to population growth and
historic backlog. The City is finalising designs to augment water supply in the

Bhisho and Berlin areas through construction of a new Kei Road water treatment




works. The City is also upgrading and refurbishing bulk wastewater infrastructure
in King Williams Town, Reeston, and West bank areas.

Augmentation of Water Supply Resources

While the City has pockets of areas where water is supplied from ground water
resources bulk of municipal water supply is reliant of the Amatola Water Supply
System, which is a system of interconnected dam system. The increasing water
demand calls for a need to implement effective water conservation and water
demand management strategies. The City is also investigating various water
supply augmentation strategies, that include implementing waste water effluent re-
use strategy, and sea water desalination. Experts have already been appointed to
look into the latter studies and advise on the most feasible options. The City is
also evaluating various water supply augmentation strategies that include
implementing effluent re-use strategy, and consideration of sea water desalination.
The City is also developing a hydrological modelling tool of the Amatole Water
Supply System, through its partnership with its twinning arrangements with

international municipalities and universities.

Provision of water services to informal settlements

The City is mandated by the Constitution to ensure provision of water services to
all our communities. The City initiated a programme of provision of water services
to all our informal settlements; however, this is a shifting goal post due to constant
increase in informal settlements as many City dwellers are rapidly moving out of
the urban areas in favour of peri-urban or rural spaces so that they may benefit

from services intended for the poor, unfairly.

Vandalism of Infrastructure
Water and wastewater services are faced with high levels of vandalism and illegal
electricity connections, which result in disruption of provision of these services, and

post health and safety hazards to our communities and the environment.




vi. Reduction of Non-Revenue Water
The City strives to reduce non-revenue water through various strategies, that
include renewals of infrastructure, installation of new water meters, and

improvements in billing and revenue collection.

vii.  Balancing Capital and Operational Expenditure
Water and wastewater services are faced with high levels of vandalism and illegal
electricity connections, which result in disruption of provision of these services, and

post health and safety hazards to our communities and the environment.

Substantial funding is required to address the above challenges. To this end, the City
has considered various infrastructure funding models, including loan funding and Public
Private Partnerships. A Water Indaba is being planned by the City wherein all
stakeholders will be taken into confidence with regards to the municipalities plans to
ensure water security. This will also be a platform to share ideas with other Metros or
municipalities. Private sector/business will also be allowed an opportunity to showcase
technologies within the water business so that all stakeholders can be on par with current
trends in the space of Water and Sanitation services management.

2.40VERVIEW OF THE TRADING SERVICES REFORMS

Buffalo City Metropolitan Municipality (BCMM) Water and Sanitation (W&S) services face
severe challenges, including aging infrastructure, persistent backlogs, deferred
maintenance, and underinvestment in infrastructure, low technical capacity, weak
institutional performance, insufficient funding and poor revenue collection. High
vandalism of water services infrastructure and increasing population, especially in

townships and informal settlements, further exacerbates these challenges.

Similarly, the Electricity and Energy (E&E) trading services are hampered by a
longstanding underinvestment in infrastructure and aging infrastructure, high
maintenance backlogs, persistent theft of network assets, high electricity losses

complicate and ineffective governance due to centralisation, poor support service




performance, insufficient human and financial capacity, a high indigent customer base
and the resulting negative impact on capital expenditure. As a result, the provision of E&E

services in the municipality is not financially sustainable.

In response, the National Treasury has introduced the Trading Services Reform
Programme as an incentive-driven model to address trading service failures. The
programme requires municipalities to develop turnaround strategies with clear goals,
timelines, and capacity-building plans to enhance the financial and operational
sustainability of trading services such as W&S and E&E. Implementation of the trading
services reform is guided by four interrelated strategic documents:

e The Trading Services Turnaround Strategy (Document A), which sets out the path
to address service delivery failures;

e The Institutional Road Map (Annexure Al), which establishes an autonomous and
accountable Business Unit for the trading services and creates a Single Point of
Management Accountability (SPoMA) within the framework of applicable municipal
legislation, supported by governance reforms;

e The Business & Investment Plan (Annexure A2) to ensure financial sustainability
and alignment with municipal planning; and

e The Performance Improvement Action Plan (Annexure A3), which anchors the
strategy by outlining specific performance targets and actions to drive operational

improvement and customer satisfaction.

BCMM has developed the above strategic documents for its W&S and E&E services,
starting with the Council-adopted Water & Sanitation Turnaround Business Strategy
approved in January 2025, and the Electricity and Energy Turnaround Strategy approved.
Working with National Treasury, the W&S and E&E Performance Improvement Action
Plans (PIAPs) have been developed and reviewed and are now submitted for Council

approval.




M1: Develop a Service Compact to define roles between the municipality and the

Water and Sanitation Business Unit

Under this indicator, BCMM commits to developing a Service Compact between itself and
the W&S and E&E trading services confirming the decision to set up autonomous internal
Business Units, stipulating the transfer of BCMM obligations and responsibilities to the
Business Units, clarifying the role and responsibilities that the Units must play as its

service provider, and defining the reporting and contractual obligations of the parties.

The activities required to achieve this reform include approval of the W&S and E&E
Business Unit reform strategy, business and investment plan, and PAIP. This includes
development of the Service Compact, identification of any required policy changes,
stakeholder engagements where necessary, and approval of the Service Compact by the
Council. According to National Treasury, this is the most critical commitment by BCMM
to join the Trading Services Reform Incentive Programme.

M2: Appoint a Head of the Business Unit with clear accountability

The appointment of the Head of the W&S and E&E Business Units as the SPoMA requires
that BCMM develop a detailed job description that outlines delegated powers and
responsibilities for the role, as well as a suitable performance contract that focuses on
achieving specific targets related to trading services reform.

The role is essential for providing executive leadership within the trading service as the
head of the trading service will oversee all aspects of the utility value chain, expanding
beyond current infrastructure duties. A formal, open and transparent recruitment process
will be necessary to fill this position to select a candidate with the required commercial,

technical, and managerial expertise.

Key activities include developing Council-approved job descriptions and performance
agreements for the SPoMA, carrying out the recruitment process and appointing a

suitable candidate and the signing of a Performance Contract with the City Manager.




M3: Create a new organizational structure incorporating support services

This indicator assesses whether an appropriate organisational structure - integrating all
components of the W&S and E&E infrastructure and commercial value chain, and the
supporting services - has been established. This is necessary to ensure effective

functioning of the Business Units under a SPoMA.

The organisational structures should be aligned with best practices for utility management
and supported by professional leadership, sound business processes and governance
systems. They should also include defined Key Performance Indicators (KPIs) to monitor
accountability, financial sustainability, and operational performance.

The key activities to achieve this indicator include the design of a suitable organisational
structure, design and approval of job descriptions, Council approval of the organisational
structure, the signing of service level agreements (SLAS) with service departments and
the migration, recruitment and appointment of full-time staff to the business unit.

M4: Delegate operational and financial authority to the Business Unit Head

The purpose of this indicator is to ensure that all operational, financial, and management
responsibilities necessary for running the W&S and E&E Business Units are formally
delegated to the respective SPoMAs by the City Manager. This will empower the SPOMA
with full authority over key support functions such as HR, supply chain management,
revenue, IT, fleet, customer service, and safety, so it can operate as an independent and

accountable business unit.

These delegations also enable the SPOMA to manage the Business Unit in alignment with
the service compact while remaining accountable to the municipal leadership. Key
activities to achieve the indicator include mapping existing municipal delegations and
recommending changes to the approved municipal delegation policy if necessary,
designing appropriate delegations, stakeholder engagement, developing SLAs between
shared services and the Business Unit, Council approval of the delegations and SLAs,
and signing of the delegations and SLAs by the City Manager.




M5: Develop a multi-year financial model and Business & Investment Plan

This indicator seeks to ensure that the W&S and E&E Business Units submit an annual
Business and Investment Plan which is informed by a multi-year financial model for the
trading services. The financial model guides the strategic decisions of the Unit and is
essential in the operational and financial turnaround and in ensuring long-term
sustainability. Business and Investment Plans must reflect challenges specific to the

service and guide short-term and long-term planning.

A supporting programme is also required to provide reliable financial and operational data
for effective management and modelling. As such, the key activities in the
operationalisation of the indicator include the development and validation of the financial
model, compilation of up-to-date operating and capital expenditure data, development of
a multi-year Business & Investment Plan for W&S and E&E, Council approval of the
financial model and Business & Investment Plans, monitoring their performance against

the financial model targets, and annual revision of the model and business plans.

M6: Align MTREF budgeting to the Business & Investment Plan

This indicator seeks to ensure that the BCMM'’s budget fully supports the financial model
and Business & Investment Plan for the W&S Business Unit. It requires the municipality
to allocate adequate funding from its revenues, loans, grants, and other sources to
support continued service delivery and the successful implementation of utility reforms.
The budget allocations should cover the capital expenditure, transition and change
management costs, reinvestment of operational surpluses, and align with the strategic
priorities. To achieve this requires the preparation of a budget for the W&S and E&E
Business Units as independent units and incorporating these into the municipal budget,
incorporation of IDP projects into the budgets, an annual budget workshop, and approval
and adoption of the aligned budget.

M7: Prepare and publish separate Annual Financial Statements

This indicator requires BCMM to produce fully separate Annual Financial Statements

(AFS) for each trading service, in this case W&S and E&E, in accordance with National




Treasury’'s MFMA guidance. These statements must also be consolidated into the
municipality’s overall AFS. This ensures that there is full financial transparency to track
the financial performance and sustainability of trading services, and that there is

alignment with the Business & Investment Plans.

The AFS must include comprehensive financial data such as income, expenditure, cash
flow, grants, internal cost allocations, and trading services balances to support reporting
and oversight, and performance-based disbursements. Key activities include developing
the W&S and E&E AFS aligned to the NT Circular, preparation of a full trial balance for
the Business Unit, full costing of the Business Unit including the shared services costs,
creation of mSCOA-compliant accounts for the business unit, and the publication of

separate Business Unit AFS including financial performance and position.

M8: Implement change management and capacity-building support

This indicator ensures that the municipality establishes additional capacity to support the
organisational transformation and increased infrastructure investments required under
the trading services reform. This includes the technical and project management capacity
to oversee expanded capital expenditure, skilled personnel for managing change
processes as well as managerial capacity to oversee the processes. The objective is to
facilitate a smooth transition to the new SPoMA structure and ensure that the utility can
deliver improved services effectively. Capacity may be built through recruitment or
contracting, with a focus on filling critical vacancies and strengthening leadership and

operational support.

Key activities include carrying out skills gap analyses and identifying the required
technical, management, and change management skills for the Business Units,
identification of required staff from service departments for staff sescondment, stakeholder
engagement, drafting and signing of SLAs with service departments for the secondment
of staff, Council approval for recruitment, and the provision of change management and

wellness support to the business unit.




The PIAP also requires that the municipality develop performance indicators across three
other domains that include Accountability, Financial, and Operational indicators. These
will be developed as per the National Treasury programme and as guided by the financial

model.

2.50VERVIEW OF BUDGET-RELATED POLICIES
The City’s budgeting process is guided and governed by relevant legislation, frameworks,

strategies and related policies.

2.5.1 Approved Policies
The following budget-related policies have been adopted and approved by Council and

are available on the City’s website at www.buffalocity.gov.za:

2.5.1.1 Supply Chain Management Policy

In terms of section 111 of the Municipal Finance and Management Act No. 56 of 2003
the municipality must adopt a Supply Chain Management Policy. Council adopted the
revised Supply Chain Management Policy on 31 May 2024. No amendments have
been made to the policy. This policy is attached as annexure 1.

2.5.1.2 Movable Asset Policy
The Movable Asset Policy is for the management of movable assets (Property, Plant and
Equipment). The policy was revised and adopted by Council on 31 May 2024, no

amendments have been made to the policy. This policy is attached as Annexure K.

2.5.1.3 Budget Virement Policy

The Budget Virement Policy is to effectively and efficiently manage the budget transfers
and virements and ensure optimum service delivery. The policy was revised and adopted
by Council on 31 May 2024, no amendments have been made to the policy. This policy

is attached as Annexure L.



http://www.buffalocity.gov.za/

2.5.1.4 Funding and Reserves Policy

The Funding and Reserves policy is aimed at ensuring that the Municipality has sufficient
and cost-effective funding in order to achieve its long-term objectives through the
implementation of the medium-term operating and capital budgets. The policy was
adopted by Council on 31 May 2024 and no amendments have been made to the policy.
This policy is attached as Annexure M.

2.5.1.5 Credit Control Policy
The objective of the Credit Control Policy is to effectively collect all revenue due to the
Metro. The policy was adopted by Council on 31 May 2024 and no amendments have

been made to the policy. This policy is attached as Annexure N.

2.5.1.6 Indigent Support Policy

The Indigent Support Policy is aimed at ensuring that the indigent get physical access to
services in a sustainable manner. The policy was adopted by Council on 31 May 2024
and no amendments have been made to the policy. This policy is attached as Annexure
0.

2.5.1.7 Long-Term Borrowings Policy

A Long-Term Borrowings Policy has been developed in compliance with the Municipal
Finance and Management Act No. 56 of 2003 and the Municipal Budget and Reporting
Regulations on Debt Disclosure. The policy was adopted by Council on 31 May 2024
and no amendments have been made to the policy. This policy is attached as Annexure
P.

2.5.1.8 Capital Infrastructure Investment Policy

The objective of the Capital Infrastructure Investment Policy is adequate maintenance of
assets so as to provide a return on the City’s investments. The policy was adopted by
Council on 31 May 2024 and no amendments have been made to the policy. This policy
is attached as Annexure Q.




2.5.1.9 Long-Term Financial Planning Policy

The policy on Long Term Financial Planning was adopted by Council on 31 May 2024
and encompasses the development, implementation and evaluation of a plan for the
provision of basic municipal services and capital assets. No amendments have been

made to the policy. This policy is attached as Annexure R.

2.5.1.10 Budget Management & Oversight Policy

The Budget Management & Oversight Policy was adopted by Council on 31 May 2024
and is to provide the principles which the municipality will follow in preparing each
medium-term revenue and expenditure framework budget, and adjustment budgets. No

amendments have been made to the policy. This policy is attached as Annexure S.

2.5.1.11 Cost Containment Policy

The objective of the Cost Containment Policy is to prescribe cost containment measures
for the Metro in line with Municipal Cost Containment Regulations. The policy was
adopted by Council on 31 May 2024 and no amendments have been made to the policy.

This policy is attached as Annexure U.

2.5.1.12 Receipting Policy

The objective of the policy is to implement best-in-class revenue processing procedures
that standardize revenue processing across the Metro. The policy was adopted by
Council on 31 May 2024 and no amendments have been made to the policy. This policy

is attached as Annexure V.

2.5.2 Policies reviewed and amended

The following budget-related policies have been reviewed by management and submitted
together with the Revised 2025/2026 IDP, 2025/2026 MTREF Budget and 2025/2026
BEPP: BCMM Catalytic Land Development Programmes.




2.5.2.1 Tariff Policy

The policy helps and guides the Metro in funding services which is made possible by
levying property taxes, charging for municipal services rendered and levy collection
through business levies. The proposed amendments to the policy are summarised below.
The proposed amendments are also highlighted on the revised policy attached as

Annexure G.

The below are some of the proposed amendments:

Point Original Statement Proposed Amendment Reason for the

Number Amendment

2.3 Nothing “Social Housing Institution” means property registered in | New
the name of an institution accredited in terms of the Social
Housing Act 16 of 2008 which provides or intends to
provide rental of co-operative housing options for
households with a gross monthly household income as

determined by the Social Housing Regulatory Authority.

2.4 Nothing i. Property owners within Buffalo City Metropolitan | New
Municipality area are charged a fire levy instead of
being charged when the Fire department responds to
fire calls in respect of dwellings and businesses and
vacant land

ii. The fire levy is charged monthly on the account

produced by the Municipality

2.5.2.2 Property Rates Policy

In terms of Section 3 of the Municipal Property Rates Act No. 6 of 2004, read in
conjunction with Municipal Property Rates Amendment Act 29 of 2014, Council must
adopt the revised Property Rates Policy. The proposed amendments to the policy are
summarised below. The proposed amendments are also highlighted on the revised policy
attached as Annexure H.

The below are some of the proposed amendments:




Point

Number

Original Statement

Proposed Amendment

Reason for the

Amendment

Page 5 ‘Dominant Use” in relation to a | Delete from the policy No longer applicable due
property means where a particular to change in legislation.
use is the largest proportion (51%)
as compared to other uses on that
property;
Page 11 | N/A “‘Rural area” refers a geographic area that is | Not defined previously.
located outside of cities and towns and is often
characterized by open spaces.
Page 12 | N/A “‘Social Housing Institution” means property | New rating category. Not
registered in the name of an institution accredited | defined previously.
in terms of the Social Housing Act 16 of 2008
which provides or intends to provide rental of co-
operative housing options for households with a
gross monthly household income as determined
by the Social Housing Regulatory Authority
(SHRA)
Page 13 | N/A ()  Properties owned by Social Housing | New Rating Category as
Institutions requested by the Social
Housing Institutions
within ~ BCMM  and
motivated by SAPOA.
Page 13 | N/A (i) Multiple Use properties New rating category due

to change in legislation.




Point

Number

Original Statement

Proposed Amendment

Reason for the

Amendment

Page 14 | 8.2 CRITERIA FOR |82 CRITERIA  FOR  CATEGORISING | Dominant use, no longer
CATEGORISING PROPERTIES | PROPERTIES USED FOR  MULTIPLE | applicable due to change
USED FOR MULTIPLE | PURPOSES in legislation.
PURPOSES With regards to the categorising and rating of
In terms of Section 9(1)(b) of the | ‘property used for multiple purposes’ BCMM will:

MPRA, properties used for multiple | (i) categorise such properties in terms of section

purposes will be categorized | 9(1)(c) of the MPRA, i.e. “as multiple purposes in

based on the dominant use. terms of section 8(2)(i)"; and
(i) determine a rate in terms of section 9(2) of the
MPRA, i.e. “(a) apportioning the market value of
the property, in @ manner as may be prescribed,
to the different purposes for which the property is
used; and (b) applying the rates applicable to the
categories determined by the municipality for
properties used for those purposes to the
different market value apportionments.”

Page 15 | The following categories of owners | The following categories of owners as defined in | New Rating Category as
as defined in the MPRA, have | the MPRA, have been identified for the purpose | requested by the Social
been identified for the purpose of | of rates relief measures: Housing Institutions
rates relief measures: Senior Citizens within ~ BCMM  and
(a) Senior Citizens (b) Disabled or medically boarded persons motivated by SAPOA,
(b) Disabled or medically boarded | (c) Public benefit organisations and not for gain | added as property owners
persons institutions qualifying for rates relief
(c) Public benefit organisations | (d) Municipal owned properties measures.
and not for gain institutions (e) Economic Development property owners
(d) Municipal owned properties (f) Social Housing Institutions
(e)  Economic  Development
property owners

Page20 | N/A 9.3.5 Properties owned by Social Housing | New Rating Category as

Institutions (SHI)
Properties owned by Social Housing Institutions

may qualify to be rated at the same rate as public

requested by the Social
Institutions
BCMM

Housing

within and




Point Original Statement Proposed Amendment Reason for the

Number Amendment

benefit organisations in terms of the MPRA, i.e. | motivated by SAPOA,
at a ratio of 1:0.25. Properties where the gross | added as property owners
monthly household income exceeds the income | qualifying for rates relief
limit as determined by the SHRA or any other | measures

non-residential properties of such institution will
not qualify in terms of this paragraph.
Applications to be categorized as a SHI must be
accompanied by a letter from the Social Housing
Regulatory Authority (SHRA) confirming that:
(i)The SHI s duly accredited and under regulation
(i) The property contains an appropriate income

group spread

2.5.2.3 Movable Asset Policy

The Movable Asset Policy is for the management of movable assets (Property, Plant and
Equipment). The proposed amendments to the policy are summarised below. The
proposed amendments are also highlighted on the revised policy attached as Annexure
K.

The below are some of the proposed amendments:

Page Policy Gap Proposed Amendment

Number

Page 3 ABBREVIATIONS ABBREVIATIONS

CIDMS (City Infrastructure Delivery and Management | Deleted CIDMS as it is not used anywhere in the policy
System (National Treasury))

Page 4 3.2. ACCOUNTING STANDARDS 3.2. ACCOUNTING STANDARDS

As a high capacity municipality, BCMM was required to | Deleted
convert to applicable standards of GRAP on 1 July 08.

Page 5 5. APPROVAL AND EFFECTIVE DATE 5. APPROVAL AND EFFECTIVE DATE




Page Policy Gap Proposed Amendment
Number

The CFO is responsible for the submission of the Policy | Recrafted the statement as follows:

to Council to consider its adoption after consultation _ . . o
The City manager is responsible for the submission of

with the City Manager.
the Policy to Council to consider its adoption after
consultation with the CFO.
Page 5 6 KEY RESPONSIBILITIES 6 KEY RESPONSIBILITIES
City Manager City Manager
In terms of section 63 (1)(a) of the MFMA the City Removed movable as the Act does not read as such
Manager (CM) is responsible for the management of
the movable assets of the municipality, including the
safeguarding and the maintenance of those assets.
Page 6 Chief Financial Officer Chief Financial Officer

The Chief Financial Officer (CFO) is responsible to the | Removed to the CM
CM to ensure that the financial investment in the

municipalities’ movable assets is safeguarded and The Chief Financial Officer (CFO) is responsible to

ensure that the financial investment in the

maintained.
municipalities’ movable assets is safeguarded and
maintained.
Page 7 Chief Financial Officer Chief Financial Officer
The CFO shall be the fixed asset registrar of the Deleted shall be the fixed asset registrar of the

municipality, and shall ensure that a complete, accurate | municipality and amended as follows:

and up-to-date computerised fixed asset register is
The CFO shall ensure that a complete, accurate and

maintained.
up-to-date fixed asset register is maintained.
Page 7 Chief Financial Officer Chief Financial Officer
No amendments, deletions or additions to the fixed Removed the statement “by an official acting under

asset register shall be made other than by the CFO or | the written instruction of the CFO.”
by an official acting under the written instruction of the
CFO.

No amendments, deletions or additions to the fixed
asset register shall be made other than by the CFO or
by an official as delegated by the CFO.

Page 11 | Leased assets Leased assets




Page

Number

Policy Gap

Where there is no substantial transfer of risks and
rewards of ownership to the municipality, the lease is
considered an operating lease and payments are
expensed in the income statement on a systematic
basis (straight line basis over the lease term).

Proposed Amendment

Replaced income statement with statement of
financial performance

Where there is no substantial transfer of risks and
rewards of ownership to the municipality, the lease is
considered an operating lease and payments are
expensed in the statement of financial performance
on a systematic basis (straight line basis over the lease
term).

Page 13 | 9.2 CLASSIFICATION OF MOVABLE ASSETS
Table 1 - Asset categories, sub-categories and Removed Intangible assets from the movables
groups
Intangible assets — Computer software
Page 14 | 9.3 IDENTIFICATION 9.3 IDENTIFICATION
(b) Policy statement (b) Policy statement
A coding system shall be adopted and applied that will | Removed of movable assets, and readily
enable each asset of movable assets to be uniquely . . _
and readily identified. A coding system shall be adopted and applied that will
enable each asset to be uniquely identified.
Page 14 | (d) Procedure to be followed when a movable asset | (d) Procedure to be followed when a movable asset
is purchased and delivered is purchased and delivered
An asset additions form will then be sent to the user Deleted the following statement as it is no longer
department. applicable
An asset additions form will then be sent to the
user department.
. _ Deleted and collet the asset additions form, which
A clerk will be dispatched to barcode/tag the assetand | ¢pould be accompanied by and amended as follows:
collet the asset additions form, which should be
accompanied by an invoice of the asset in question A clerk will be dispatched to barcode/tag the asset and
collect the invoice of the asset in question.
Page 15 | ASSET REGISTER ASSET REGISTER

Definitions and rules

Definitions and rules




Page

Number

Policy Gap

Information to be Included in an Asset Register

The erf number, in the case of fixed property

Depreciation for the year charged against the cost of
the asset

Whether the asset has been used to secure any debt,
and if so the nature and duration of such security
arrangements

Proposed Amendment

Information to be Included in an Asset Register

Deleted the statement as it relates to immovable assets

Removed charged against the cost of the asset

Removed the statement as this information is not
included in the asset register

Added Custodian
Page 16 | Updating data in the asset register Updating data in the asset reqister
The fixed asset register is updated by the Asset Replaced annually by monthly
Division annually.
Also replaced Division by Department.
Page 17 | MEASUREMENT AT RECOGNITION MEASUREMENT AT RECOGNITION
(a) Definitions and rules (a) Definitions and rules
Fair value Fair value
The appraisal of the fair value of assets is normally Removed the statement as it applies to immovable
undertaken by a member of the valuation profession, assets
who holds a recognised and relevant professional
qualifications and appropriate knowledge and
experience in valuation of the respective assets.
Page 18 | (b) Policy statement (b) Policy statement
The fair value of PPE shall be adopted on the basis of | Revised the statement to read as:
depreciated replacement cost.
The asset cost is deemed to be its fair value at the date
of acquisition.
Page 18

(c) Responsibilities

(c) Responsibilities




Page

Number

Policy Gap

Every Head of Directorate shall ensure that all movable

assets under their control are correctly capitalised by
ensuring that all movable assets are verified for
completeness and correctness during the FAR
Certificate process whereby they confirm that all assets
under their control are recorded on the FAR.

Proposed Amendment

Removed during the FAR Certificate process
whereby they confirm that all assets under their
control are recorded on the FAR as the FAR
certificates are no longer in use.

Page 19 | 9.6 DEPRECIATION 9.6 DEPRECIATION
Annual review of remaining useful life Annual review of remaining useful life
Movable assets nearing the end of their useful life (< 12 | Removed this paragraph as it does not align with our
months) and where no additional information is disclosure in the FAR currently.
available at reporting date and application for
replacement has not been made by the relevant dept,
the asset is assumed to be in use for an additional 6-18
months depending on the value and nature of the asset
and/or until the asset is replaced, de-recognised,
impaired or written off in the next reporting period.
Page 19 | Depreciation charge Depreciation charge
Depreciation of an asset ceases at the earlier of the Deleted the paragraph as it is no longer applicable.
date that the asset is classified as held for sale (in
accordance with the standard of GRAP on Non-current | 1 Standard of GRAP on Non-current Assets Held for
Assets Held for Sale and Discontinued Operations) and | S@lé was withdrawn.
the date the asset Is derecognised. Disposal information about assets or groups of assets
and that are significant to an entity or its operations is
only disclosed on the notes to the AFS only once an
entity had entered into a binding sale agreement.
Page 21 | 9.7 IMPAIRMENT 9.7 IMPAIRMENT
(a) Definition and rules (a) Definition and rules

Indications of impairment

evidence of physical damage;
evidence of obsolescence;

significant changes with an adverse effect on the entity
have taken place during the period, or are expected to
take place in the near future, in the extent to which, or a

Indications of impairment

Recrafted the indicators of impairment in line with
GRAP 21




Page
Number

Page 22

Page 22

Policy Gap

manner in which, an asset is used or is expected to be

used, including an asset becoming idle, plans to
dispose of an asset before the previously expected
date, and reassessing the useful life of an asset as
finite rather than indefinite;

cash flow for acquiring an asset or maintenance cost
thereafter is higher than originally budgeted;

the actual net cash flow or operating profit or loss
flowing from an asset are significantly worse than those
budgeted;

a significant decline in budgeted net cash flow or
operating profit, or a significant increase in the budget
loss, flowing from the asset; or

operating losses or net cash outflows for the asset
when current period amounts are aggregated with
budgeted amounts for the future.

Significant

Where there are indications of impairment, the
municipality must estimate the recoverable service
amount of the asset and also consider adjustment of
the remaining useful life, residual value, and method of
depreciation.

Impairment loss

An impairment loss of a cash-generating unit (smallest
group of assets that generate cash inflows) or asset is
the amount by which the carrying amount of an asset
exceeds its recoverable amount.

Recognition of impairment

Proposed Amendment

Recrafted the statement Where there are indications
of impairment, the municipality must estimate the
recoverable service amount.

Significant

To read: Where the indicators of impairment are
significant or permanent, the municipality must
estimate the recoverable service amount

Impairment loss

Removed the part “(smallest group of assets that
generate cash inflows)”

Recognition of impairment




Page

Number

Page 24

Page 25

Policy Gap

The impairment loss is recognised as an expense when

incurred (unless the asset is carried at a re-valued
amount, in which case the impairment is carried as a
decrease in the Revaluation Reserve, to the extent that
such reserve exists).

(b) Policy statement

The municipality considers all other services (other than
electricity, water, sanitation, and solid waste) to be
services whose primary objective is to provide goods
and services for community or social benefit, and where
positive cash flows are generated, these are with the
view to support the primary objective rather than for
financial return. Consequently, the municipality adopts
the impairment treatment for cash generating units in
the impairments of its movable PPE and associated
intangible assets that relate to electricity, water,
sanitation, and solid waste services.

The municipality considers all other services (other than
electricity, water, sanitation, and solid waste) to be
services whose primary objective is to provide goods
and services for community or social benefit, and where
positive cash flows are generated, these are with the
view to support the primary objective rather than for
financial return to equity holders. Consequently, the
municipality adopts the impairment treatment for non-
cash generating units in the impairments of its movable
PPE and associated intangible assets that relate to
services other than electricity, water, sanitation, and
solid waste.

Proposed Amendment

Removed (unless the asset is carried at a re-valued
amount, in which case the impairment is carried as
a decrease in the Revaluation Reserve, to the extent
that such reserve exists).

As it does not relate to movable assets as they are kept
at cost.

b) Policy statement
Removed the statement

“(other than electricity, water, sanitation, and solid
waste)”

Deleted the statement as it relates to immovable assets

Deleted equity holders as this is not applicable to the
municipality.

Also deleted associated intangible assets that relate
to services other than electricity, water, sanitation,
and solid waste as the policy is for movable tangible
assets.

Page 26

9.8 DISPOSAL AND DE-RECOGNITION

9.8 DISPOSAL AND DE-RECOGNITION




Page

Number

Policy Gap

Disposal Management System

An effective system of disposal management for
disposal or letting of assets, including unserviceable,
redundant, or obsolete assets, must be provided for in
the Supply Chain Management Policy. This must
specify the ways in which assets may be disposed of,
including by

(b) Policy statement

Where an asset being de-recognised was previously
revalued, the revaluation surplus is transferred to the
Accumulated Surpluses/ (Deficits) Account on de-
recognition of an asset.

(d) Procedure to be followed when disposing

Proposed Amendment

Disposal Management System

Removed this paragraph and replaces with the
following:

“An asset may be disposed of by utilising the following”

(b) Policy statement

Removed the statement as it does not relate to
movable assets as they are kept at cost.

(d) Procedure to be followed when disposing

Page 27 movable assets movable assets
The Disposal Committee makes recommendations on a | Replaced Acting City Manager with City Manager
report which is sent to the Acting City Manager. , , ,
The Disposal Committee makes recommendations on a
Acting City Manager reports disposals to council report which is sent to the City Manager.
City Manager reports disposals to council
Page 27 | When approved, Assets section with SCM will make Amended the statement as follows:
arrangement to pick up all items approved for disposal,
. . When approved, the affected departments must make
to a point of sale or scrapping. ) ) )
arrangements to pick up all items approved for disposal
and deliver them to the point of sale or scrapping.
Page 29 | SAFEGUARDING SAFEGUARDING

Responsibilities

Each Head of Directorate shall prepare and submit to
the CFO an annual asset FAR Certificate verifying the

Responsibilities

Removed the statement as it is no longer applicable




Page Policy Gap Proposed Amendment

Number
movable assets under the control of their respective
departments.

Page 31 | USEFUL LIFE USEFUL LIFE
Intangible Assets — Capitalised development costs Removed Intangible assets from movable assets policy
Intangible Assets — Computer Software

2.5.2.4 Investment and Cash Management Policy

The purpose of the Investment and Cash Management Policy is to secure sound and

sustainable management of the Metro’s surplus cash and investments. The proposed

amendments to the policy are summarised below. The proposed amendments are also

highlighted on the revised policy attached as Annexure T.

The below are some of the proposed amendments:

Original Statement

Proposed Amendment

Reason for the

Amendment

The purpose of this policy is to secure the
sound and sustainable management of the

Municipality’s surplus cash and investments

The purpose of this policy is to secure
the sound and sustainable management
of the Municipality’s surplus cash and

investments (grants related funding).

To capture the
investments of grants
as a measure of control

and policy compliance

The policy does not apply to trust money
administered by the Municipality where the
trust deed prescribes how the trust money is

to be invested.

The policy does not apply to trust money
administered by the Municipality where
the trust deed prescribes how the trust
money is to be invested. The same rule
apply in relation to Compensation for
Occupation Injuries and Diseases Act

(COIDA) funding agreement.

This also to ensure
completes of all our
investments that
include COIDA funds
which have their own
rules in relation to

investment terms




Point

Number

Original Statement

Proposed Amendment

Reason for the

Amendment

The Board of Directors of all Municipal
Entities must adopt this policy. Further, the
same Municipal Entities must submit
reports, as detailed in the Reporting and
Monitoring Procedures, in the same manner

as the Municipality, to the Executive Mayor

The policy must be adopted by council in
line with the municipal budgeting and
reporting regulaton and MFMA as
prescribed. The municipality is to ensure
all municipal entities consistently adopt
its investment policy in line with the
parent. Furthermore, Municipal Entities
must submit reports, as detailed in the

Reporting and Monitoring Procedures.

The
approved by board of

policy is not
directors, hence
alignment to council
and entities must report
and adopt in line with
the MFMA.

6b

to ensure timeous reporting of the
investment portfolio as required by the Act
in accordance with Generally Recognised

Accounting Practice (GRAP))

to ensure compliant and timeous
reporting of the investment portfolio as
required by the Act in accordance with
Generally  Recognised  Accounting
Practice (GRAP) and Municipal Finance

Management Act (MFMA)

Ensure completeness
of time and compliance

with legislation

7.2b

No councilor or official of the Municipality
may accept any gift from an investee or its
agent, unless that gift can be deemed so
small that it would not have an influence on
his / her relationship with the said institution.
Such gifts must be dealt with in accordance

with Council Gifts policy

No councilor or official of the Municipality
may accept any gift from an investee or
its agent, unless that gift can be deemed
so small that it would not have an
influence on his / her relationship with
the said institution. Such gifts must be
dealt with in accordance with Council
approved Supply Chain Management
Policy (SCM policy)

Council does not have a
Gift  policy;

this is

specific
however,

covered within the SCM
policy

8.1

Cash Collections

The Municipality shall ensure that all cash
received via the cash offices is collected and
banked as early as possible in a controlled
and secure manner.

Adequate cash receipting points shall be
made available to the public in all areas to

facilitate prompt payment of accounts.

Remove

This

removed and to be

paragraph is

considered under the
revenue and banking

policies




Point

Number

Original Statement

Every effort shall be made to encourage
consumers to pay directly, or via third party
agents, into the Municipality’s bank account

by electronic means.

Proposed Amendment

Reason for the

Amendment

8.2 In order to comply with the funding and | Remove The municipal reserves
reserves policy, the municipality is to ensure are declining, and our
investment of own surplus funds that are cash coverage ratio is
equivalent to one month’s cash coverage below one month,
ration excluding conditional grants and Trust hence remove to
funding. ensure non-compliance

with policy.

11.1 30% diversification cap for investments Reasonable diversification of funds | This is  removed
Maximum term of investment 24 months across all banks because the City is

Maximum term of investment 6 months | unable to ensure 30%
diversification as the
reserves have declined

14.1 The authority to make long term | The authority to make long term | As per the current

investments as provision of security, is
vested with the Municipal Council in terms
of Section 48 of the Act and with reference
to Section 11 (1) (h) of the Act, dealing with
cash management, the responsibility to
make short term investments lies with the
Municipal Manager or Chief Financial
Officer or any other senior financial official
authorised by the Chief Financial Officer or

Municipal Manager

investments as provision of security, is
vested with the Municipal Council in
terms of Section 48 of the Act and with
reference to Section 11 (1) (h) of the Act,
dealing with cash management, the
responsibility to make short term
investments lies with the Chief Financial
Officer or any other senior financial
official authorised by the Chief Financial
Officer

Delegations authority




All the above policies are available and can be viewed on Buffalo City Metropolitan

Municipality’s Website: www.buffalocity.gov.za

2.6 OVERVIEW OF BUDGET ASSUMPTIONS

Key factors that have been taken into consideration in the compilation of the 2025/2026

MTREF include:

= National Government macro-economic targets;

= The generalinflationary outlook and the impact on City’s residents and businesses;

» The impact of municipal cost drivers;

» The increase in prices for bulk electricity and water; and

= The increase in the cost of remuneration.

2.6.1

General inflation outlook and its impact on the municipal activities

In terms of the Municipal Budget Circulars, municipalities were advised to take the

following macro-economic forecasts into consideration:

Table 36: Macroeconomic performance and projections, 2022 - 2026

DESCRIPTION 2024/2025 2025/2026 2026/2027 2027/2028
National Treasury Headline Inflation Forecasts 4,90% 4,30% 4,60% 4,40%
Salaries 4,90% 5,01% 5,35% 5,65%
Electricity Purchases 12,74% 12,74% 5,36% 6,19%
Water Purchases 6,54% 7,26% 6,54% 6,54%
Free Basic Electricity 50 kwh p.m. 50 kwh p.m. 50 kwh p.m. 50 kwh p.m.
Free Basic Water 6 kl p.m. 6 kl p.m. 6 kl p.m. 6 kl p.m.
Basic Welfare Package R1 129,36 R1 189,57 R1 248,75 R1 309,67
Equitable Share Allocation R1218324 000 R1296018000 | R1365808000 | R1427 605000
Bad Debt Provision 23,00% 24,00% 22,00% 21,00%
Property Rates 3,90% 2,00% 4,60% 4.40%
Refuse Tariff 5,20% 4,80% 4,70% 4.40%
Sewerage Tariff 5,20% 4,80% 4,70% 4.40%
Electricity Tariff 15,31% 12,74% 5,36% 6,19%
Water Tariff 7,79% 9,80% 6,54% 6,54%
Fire Levy 4,90% 4,30% 4,60% 4,40%
Sundry Income 4,90% 4,30% 4,60% 4.40%

Source: 2025 Budget Review



http://www.buffalocity.gov.za/

2.6.2 Credit rating outlook
The City has a healthy financial position, and this is confirmed by the low gearing ratio
coupled with “A” Long Term Rating (Global Credit Rating) thus allowing the City to obtain

additional long-term borrowings.

Table 37: Credit rating outlook

Security class Currency Current Annual rating Previous
Rating 2023/2024 Rating
2024/2025 2023/2024
Short term Rand A2(za) March 2025 Al(za)
Long-term Rand A-(za) March 2025 A(za)
Outlook Rand Negative March 2025 Negative

The Credit Rating for 2024/2025 and 2023/2024 has been stagnant with the Ratings
Outlook with Negative (2024/2025). The negative outlook is triggered by the ever-
decreasing cash ratio (Liquidity ratio, collection ratio and cash coverage ration) and
increase in debtors’ days. This reflects the lack of effective credit control measures. The
City is currently under review for the 2025 Financial Year.

2.6.3 Interest rates for borrowing and investment of funds

The MFMA specifies that borrowing can only be utilised to fund capital or refinancing of
borrowing in certain conditions. The City engages in financing arrangements to minimise
its interest rate costs and risk. No new borrowing has been provided for during the
2025/2026 MTREF until there’s improvement in the collection rate and sufficient operating
surplus is available to allow for the repayments that will be required. An amount of R6.55
million has been projected in the 2025/2026 financial year, R4.66 million in the 2026/2027
financial year and R3.28 million in the 2027/2028 financial year for finance charges on
external capital loan funding. Finance charges budgeted for relates to existing long-term
borrowings.

The City is investing its cash reserves on various investing institution in line with the
MFMA.




2.6.4 Collection rate for revenue services

The rate of revenue collection is currently at 69.62% (30 April 2025) of annual billings and
arrear debt. Stricter control measures of the Credit Control Policy are being enforced, the
collection of arrear debt will be utilised as a source of additional cash in-flow for funding
future capital infrastructure projects. An amount of R1.89 billion towards debt impairment
has been provided for the 2025/2026 financial year and is based on projected average

collection ratio of 76% set as a target in the SDBIP.

2.6.5 Growth in the tax base of the municipality

Revenue from own sources is assumed to increase at a rate that is influenced by the
consumer debtors’ collection rate, tariff/rate pricing, real growth rate of the City,
household formation growth rate and the poor household change rate.

Household formation is the key factor in measuring municipal revenue and expenditure
growth, as servicing ‘households’ is a greater municipal service factor than servicing
individuals. Household formation rates are assumed to convert to household dwellings.
In addition, the change in the number of poor households influences the net revenue
benefit derived from household formation growth, as it assumes that the same costs
incurred for servicing the household exist, but that no consumer revenue is derived as the

‘poor household’ limits consumption to the level of free basic services.

2.6.6 Salary and Wage increases
The 2025/2026 MTREF has made a provision of 5.01% for salary increases, this increase

is in line with the current SALGA sage agreement.

2.6.7 Impact of National, Provincial and Local Policies

Integration of service delivery between national, provincial and local government is critical
to ensure focussed service delivery and, in this regard, various measures were
implemented to align IDPs, provincial and national strategies around priority spatial
interventions. In this regard, the following national priorities form the basis of all
integration initiatives:

= Accelerate Public Infrastructure Investment;




= Support for special economic zones and manufacturing incentives;
= Further expansion of public works programmes;

» Investment in renewable energy;

= QOverhaul procurement and supply chain management;

= Creating jobs and reduce poverty;

= Skill development;

»= Rural development and agriculture; and

= Fighting crime and corruption.

To achieve these priorities integration mechanisms are in place to ensure integrated
planning and execution of various development programs. The focus will be to strengthen
the link between policy priorities and expenditure thereby ensuring the achievement of

the national, provincial and local objectives.

2.6.8 Ensuring maintenance of existing assets

Repairs and maintenance have been budgeted at 4.8% of the total operating expenditure.
The City has recognised the target to be reached is 10%, however cognizance should be
given to the impact on tariffs in this regard. Substantial budget allocation has been made

for renewal of existing assets as detailed in the capital program section.

2.6.9 Ability of the municipality to spend and deliver on the programmes

The establishment of the Enterprise Project Management Office (EPMO) Office has
assisted capital and operational spending patterns of the City, and also its ability to deliver
on programmes as the office provides, and has provided technical advisory support to
drive the expenditure of the metro to the right direction, taking into considerations, the
legislative pieces and DoRA that guide how the grant funding should be spent within the

prescripts of the law.

It is estimated that a spending rate of at least 100% is achieved on operating expenditure
and 100% on the capital programme for the 2025/2026 MTREF of which performance

has been factored into the cash flow budget.




2.7 OVERVIEW OF BUDGET FUNDING

2.7.1 Medium-term outlook: operating revenue
The 2025/2026 MTREF budget is fully funded utilising receipts from the following
funding sources:

= Own Funds (Internally Generated Funds)

= National Government Allocation

= Provincial Government Allocation

= Other transfers and grants

The following table is a breakdown of the operating revenue over the medium-term:

Table 38: Breakdown of the operating revenue over the medium-term

2025/26 Medium Term Revenue & Expenditure Framework

Description
Budget Year % Budget Year % Budget Year %

Rilion=ands 202526 +1 202627 +2 2027128
Financial Performance

Property rates 2328 401 21% 2435508 21% 2542 670 21%

Service charges 5391833 49% 5684 767 50% 6018 012 50%

Investment revenue 71134 1% 74 220 1% 77 562 1%

Transfers recognised - operational 1801124 16% 1786129 16% 1884 090 16%

Other own revenue 1361077 12% 1411 854 12% 1462 766 12%
I RATIE GRLE I 10953569 | 100% | 11392477 | 100% | 11985100 | 100%
transfers and contributions)

The following graph is a breakdown of the operational revenue per main category for the
2025/2026 financial year.




Figure 6: Breakdown of operating revenue for the 2025/2026 financial year
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Tariff setting plays a major role in ensuring desired levels of revenue. The City derives
most of its operational revenue from the provision of goods and services (49% of total
revenue) such as water, electricity, sanitation and solid waste removal. Property rates
(21%), transfers and subsidies (16%), Investment revenue (0%) and other minor charges
(such as building plan fees, licenses and permits etc) (13%) forms part of the 2025/2026

revenue base.

The revenue strategy is a function of key components such as:
= Growth in the City and economic development;
= Revenue management and enhancement;
= Implementation of Credit Control and Debt Collection Policy;
= Achieve set target for collection ratio;
= Adhere to National Treasury guidelines;
= Planin line with General Economic Climate (Nationally and Local);
= Budget Electricity tariff increases that are within the National Electricity Regulator
of South Africa (NERSA) approval;
= Achievement of full cost recovery of specific user charges;
= Economic Recovery Plan




» Implementation of Tariff Policy; and
= Implementation of the Property Rates Policy in terms of the Municipal Property
Rates Act, 2004 (Act 6 of 2004) (MPRA)

The above principles guide the annual increase in the tariffs charged to the consumers

and the ratepayers aligned to the economic forecasts.

Consideration of bad economic climate that is affecting the City’s consumers was taken
into consideration when determining the tariff increases. Ensuring that tariffs are fully
recovering the costs of running the service was also given high consideration in

determining the tariff increases.

The table below reflects the proposed tariffs for the 2025/2026 MTREF period.

Table 39:Tariff increases 2025/2026 to 2027/2028 MTREF

Af:tual A Proposed tariff increase Brzegiid
increase ‘000

Description 2024/2025 \ 2025/2026 2026/2027 2027/2028 2025/2026
Property rates 3.90% 2% 4.60% 4.40% 2328401183
Refuse 5.20% 4.80% 4.60% 4.40% 561 493 849
Sewerage 5.20% 4.80% 4.60% 4.40% 632 341 577
Electricity 15.81% 12.74% 5.36% 6.19% 3 197 096 496
Water 8.54% 9.80% 6.54% 6.54% 1000 901 342
Fire Levy 4.90% 4.30% 4.60% 4.40% 798 042 000
Sundry Income 4.90% 4.30% 4.60% 4.40% 585 393 804

Revenue to be generated from property rates is R2.32 billion in the 2025/2026 financial
year, which represents 21% of the operating revenue base of the City and increases to
R2.43 billion by 2026/2027.




Service charges related to electricity, water, sanitation, and refuse removal in total
constitute the biggest component of the City’s revenue basket, totalling R5.39 billion for
the 2025/2026 financial year and increasing to R5.68 billion by 2026/2027. For the
2025/2026 financial year services charges amount to 49% of the total revenue base

increase to 50% over the medium-term.

Operational grants and subsidies amount to R1.80 billion, R1.78 billion and R1.88 billion
for each of the respective financial years of the MTREF, or 16% in 2025/26 and 16% over
the two outer years. It needs to be noted that the grants receipts from national government
are reducing over the MTREF.

Investment revenue contributes marginally to the revenue base of the City with a budget
allocation of R71 million, R74 million and R77 million for the respective three financial
years of the 2025/2026 MTREF.

The tables below provide detail investment information and investment particulars by

maturity.




Table 40: MBRR Table SA15 - Detail Investment Information

Parent municipaty
Deposis - Brk MOTT Me3M| o SRAN| 403 TG oT2E(  000sE 619 (3623
Wuniipaly sub-tote (R 1Y X U Y 11 4 1 S (023

Enties




Table 41: MBRR Table SA16 — Investment particulars by maturity

Parent municipality

First National Bank - 62098719358 Call Account Call Account Yes Variable 355 0 30 June 2022 39 - - - 39
First National Bank - 76200329912 15/08/2022 15082022 Yes Fixed 549 0 0 15 August 2022 65,699 - - - 65,699
Nedbank - 03/7881532939/000148 15/08/2022 15082022 Yes Fixed 535 0 0 15 August 2022 102,532 - - - 102,532
Standard - 76586/558762 15/08/2022 15082022 Yes Fixed 52 0 0 15 August 2022 53,79 - - - 53,796
Nedbank - 03/7881532939/000149 181112022 18/1112022 Yes Fixed 6.35 0 0 18 November 2022 - - - - -

First Nafonal Bank- 76201063866 181112022 181112022 Yes Fixed 6.27 0 0 18 Noverber 2022 - - - - -

Standard- 76586/560048 18112022 181112022 Yes Fixed 6.66 0 0 18 Noverber 2022 - - - - -

Absa - 4094793455 Call Account Call Account Yes Variable 53 0 0 30 June 2023 21 - - - 21
Absa - 4094788949 Call Account Call Account Yes Variable 53 0 0 30 June 2023 3114 - - - 314
Absa - 4094793968 Call Account Call Account Yes Variable 53 0 0 30 June 2023 201 - - - 201
FirstNatonal Bank - 62938182285 Call Account Call Account Yes Variable 53 0 0 30 June 2023 20611 - - - 20,611
Stanlb - 552200137 Call Account Call Account Yes Variable 586 0 0 30 June 2023 12 - - - 12
Nedbank - 03/7881532939/000041 Call Account Call Account Yes Variable 53 0 0 30June 2023 1,105 - - - 1,105
Nedbank - 03/7881532939/000108 Call Account Call Account Yes Variable 53 0 0 30 June 2023 9% - - - 9
Absa - 4094789157 Call Account Call Account Yes Variable 53 0 0 30 June 2023 944 - - - 944
Nedbank - 03/7881532939/000110 Call Account Call Account Yes Variable 53 0 0 30June 2023 U3 - - - U3
Absa - 4094790083 Call Account Call Account Yes Variable 53 i 0 30 June 2023 1,349 - - - 1,349
Stanlb - 552200133 Call Account Call Account Yes Variable 586 0 0 30 June 2023 29 - - - 289
Stanlb - 700475605 Call Account Call Account Yes Variable 586 0 0 30 June 2023 1 - - - 1
Nedbank - 03/7881532939/000128 Call Account Call Account Yes Variable 53 0 0 30 June 2023 10,144 - - - 10,144
FirstNatonal Bank - 62938013572 Call Account Call Account Yes Variable 53 i 0 30 June 2023 45593 - - - 45,593
Standard - 76586/442745 Call Account Call Account Yes Variable 53 i 0 30 June 2023 51,084 - - - 51,084
Absa - 4094790211 Call Account Call Account Yes Variable 53 0 0 30June 2023 4567 - - - 4,567
FirstNafonal Bank - 62938181039 Call Account Call Account Yes Variable 53 i 0 30 June 2023 3878 - - - 3878
Stanlb - 552200140 Call Account Call Account Yes Variable 586 0 0 30 June 2023 199 - - - 199
Absa - 4094793895 Call Account Call Account Yes Variable 53 0 0 30 June 2023 523 - - - 523
First Nafonal Bank - 62938179951 Call Account Call Account Yes Variable 53 0 0 30 June 2023 3 - - - 3
Nedbank - 03/7881532939/000133 Call Account Call Account Yes Variable 53 0 0 30June 2023 892 - - - 892
Nedbank - 03/7881532939/000134 Call Account Call Account Yes Variable 53 0 0 30June 2023 156 - - - 156
FirstNatonal Bank - 62938190080 Call Account Call Account Yes Variable 53 0 i 30 June 2023 26,021 - - - 26,021
Standard - 76586/524914 Call Account Call Account Yes Variable 53 0 0 30 June 2023 1 - - - 1
Nedbank - 03/7881532939/000136 Call Account Call Account Yes Variable 53 0 0 30 June 2023 3 - - - 3




Table 41: MBRR Table SA16 — Investment particulars by maturity (continued)

Nedbank - 03/7881532939/000144
Nedbank - 03/7881532939/000145
Standard - 76586/553472
Standard - 76586/553471
Absa - 4101937017
Stanib - 552200136
Rand Merchant Bank - X021904910
Stanib - 552200130
Stanlb - 552200132
Standard - 76586/442736
Stanl - 552200131
First Natonal Bank - 62938189471
Nedbank - 03/7881532939/000101
Absa - 4094793536
Absa - 4094789872
Standard - 76586/442741
Standard - 76586/442744
First Natonal Bank - 62938188887
Nedbank - 03/7881532939/000129
Standard - 76586/442738
Rmb
Standard Bank
Stanib
Absa
Nedbank

Municipality sub-total

Entities
First Nafonal Bank - 62098719358

Entities sub-total

Call Account Call Account Yes Variable 53 0 0 30 June 2023 4845 4,845
Call Account Call Account Yes Variable 53 0 0 30 June 2023 8959 8,959
Call Account Call Account Yes Variable 53 0 0 30 June 2023 5,255 5,255
Call Account Call Account Yes Variable 53 0 0 30 June 202