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Speech by Mayor 
 
Address by the Mayor of Elias Motsoaledi Local Municipality, Cllr David Tladi during for 
the Tabling of the Draft 2025/26 Reviewed IDP and Medium Term Revenue and 
Expenditure Framework (MTREF) 2025/2026 to 2027/2028 held at Municipal Chamber 
on the 31st March 2025.  
 
Honourable Speaker, Cllr Junior Thethe  
The Chief Whip of Council, Cllr Elias Ntuli.  
Exco members  
Traditional Leaders  
Fellow Councillors  
Ward community members and CDWs  
Municipal Manager and your Team  
Leadership of SAMWU and IMATU present here  
distinguished guests, and  
valued residents of our Municipality  
 
Good Afternoon  
It is with great pleasure and a sense of responsibility that I stand before you today to 
present the Draft 2025/26 Reviewed Integrated Development Plan (IDP) and the Medium 
Term Revenue and Expenditure Framework (MTREF) for the years 2025/2026 to 
2027/2028 and obtain approval from this Council to publish the draft IDP review in the 
local media domain for public comment. Such an occasion, Honourable Speaker , bears 
deep significance for the political leadership of this Municipality, but more importantly, for 
the diverse communities that make up our Municipality.  
 
Local government remains a strategic site for the delivery of basic services and as such, 
its role is weaved into the material of the communities it serves.  
This Council meeting is important in nature as we are tabling both the IDP and Budget for 
community inputs. These two tools of governance determine the developmental line and 
future of our communities.  
Honourable Speaker, Today is the last day of the important month of Human Rights month 
2025. 
  
Human Rights Month is commemorated in March to remind South Africans about the 
sacrifices that accompanied the struggle for the attainment of democracy in South Africa. 
Human Rights Day on 21 March falls within this period.  
The month of March is a heightened period in South Africa to mark Human Rights Month, 
commemorated under the 2025 theme, “Deepening a culture of social justice and human 
rights”.  
 
The 1960s were characterised by systematic defiance and protest against apartheid and 
racism across the country. On 21 March 1960, the community of Sharpeville and Langa 
townships, like their fellow compatriots across the country, embarked on a protest march 
to protest against pass laws.  
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The apartheid police shot and killed 69 of the protesters at Sharpeville, many of them shot 
while fleeing. Many other people were killed in other parts of the country.  
The tragedy came to be known as the Sharpeville Massacre and it exposed the apartheid 
government’s deliberate violation of human rights to the world.  
The democratic government declared 21 March Human Rights Day to commemorate and 
honour those who fought for our liberation and the rights we enjoy today.  
 
Honourable Speaker  
The IDP serves as our municipality's strategic blueprint, guiding our development 
priorities and ensuring that we address the needs and aspirations of our community.  
The MTREF, on the other hand, outlines our financial framework, detailing how we will 
allocate resources to achieve our goals over the next three years.  
Honourable Speaker ,Our work is grounded in the legislative framework that governs local 
government in our country.  
 
The Municipal Systems Act, the Municipal Finance Management Act, and the Municipal 
Structures Act provide the foundation for our planning and budgeting processes. These 
laws ensure that we operate transparently, accountably, and in a manner that promotes 
public participation.  
 
The Municipal Systems Act mandates that we develop an IDP that reflects the 
developmental needs of our community, while the Municipal Finance Management Act 
requires us to prepare a budget that is realistic, sustainable, and aligned with our strategic 
objectives. It is our duty to adhere to these legislative requirements as we work towards 
a more effective and responsive local government.  
The IDP can be regarded as a tool that enables the municipality to align its financial and 
institutional resources. As a result the IDP and Budget are predictably linked to one 
another.  
The process is done within the dictates of the law. Section 21 (1) of the Local Government 
Municipal Finance Management Act, 56 of 2003 stipulates that: The mayor of a 
municipality must:  
(a) co-ordinate the processes for preparing the annual budget and for reviewing the 
municipality's integrated development plan and budget-related policies to ensure that the 
tabled budget and any revisions of the integrated development plan and budget related 
policies are mutually consistent and credible.  
Section 34 of the Municipal Systems Act requires a municipal council to annually review 
the IDP in accordance with an assessment of its performance and to the extent that 
changing circumstance so demand.  
 
The IDP is a principal planning instrument which outlines how the municipality will take 
up the challenge to develop and grow the Municipality, to effectively engage our 
community and develop partnerships with business sector. It plans how the collective 
efforts of the political and administrative arms of the Municipality must progressively 
address the ever-increasing expectations of our people.  
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Honourable Speaker I now present to this council this draft budget in terms of the 
Municipal Finance Management Act which directs the Mayor of a Municipality to table the 
draft budget of the next financial year to Council 90 days before the start of the new 
budget year, i.e., no later than 31 March each year.  
 
Complying with the IDP and budget process plan ensure adherence to legislative 
timelines. Failure to comply can have negative consequences on the audit opinion by the 
Auditor General (AG) and can compromise the planning process of the organization.  
Therefore, the draft budget I will present today is scheduled in the format that is prescribed 
by legislation. In this regard, this draft budget sets out realistically anticipated revenue for 
the budget year from each revenue source; and appropriates expenditure for the budget 
year under the different votes of the municipality  
 
Honourable Speaker, without any further ado, allow me to present to this esteemed house 
through some key highlights from our draft 2025/26 budget.  
 
Honourable Speaker  
I now indicate the specific allocation for 2025/2026 and compare it with those of 
2023/2024 financial year.  
The total operating revenue budget amounts R 771 million and operating expenditure 
budget amounts to R 761 million resulting with the operating surplus of R 9 million.  
The operating expenditure budget represents 89 percent of the total expenditure budget 
and the capital budget on the other hand represents 11 percent of the total expenditure 
budget. The 2025/2026 total expenditure budget is 3 per cent more than the 2024/2025. 
An increase is mainly due to an increase in bulk purchases and an increase in employee 
related cost.  
 
REVENUE GENERATION ASSUMPTIONS  
The total grants allocated to the municipality in terms of the 2025/2026 Division of 
Revenue Bill amount to R 474 million over the medium-term, reflecting a decrease of R53 
million (11%) over the 2024/2025 DoRA allocation.  
Elias Motsoaledi Local Municipality 2024/25 Annual Budget and MTREF  
The operating revenue budget for 2025/2026 amount to R 771 million which reflect an 
increase of R 28 million over the 2024/2025 operating revenue budget which is 
tantamount to an increase of 4 per cent. The audited operating revenue amounts to R708 
million for 2022/23.  
 
Honourable Councillor  
The base assumption is that tariff and rates increase will increase at CPI rate over the 
long term except for electricity.  
Honourable Speaker: to fund our budget needs and to make provision for inflationary 
increases in goods and services is required, we do need to adjust our tariffs in a 
reasonable manner and to collect outstanding debt to increase our collection rate.  
 
THE TARIFF INCREASES ARE AS FOLLOWS:  
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National Energy Regulator of South Africa (NERSA) increased its tariffs by 11.32 per cent 
therefore the municipal tariff will increase by 14.20% as per cost of supply computation 
submitted to NERSA and will be implemented accordingly.  
Honourable Speaker, property rates, refuse and other services tariff will increase in 
2025/2026 by 4.4 per cent which is in line with Consumer Price Inflation (CPI)  
The 4.4 per cent increase Honourable Speaker is calculated taking into account the 
affordability of the community, we serve.  
Honourable Speaker, please note that there are new land use schemes, sundries, 
municipal property rental and building regulations contravention tariffs we and the public 
need to familiarise themselves with.  
 
OPERATING EXPENDITURE GUIDELINES AND ASSUMPTIONS  
The total operating expenditure budget for 2025/2026 amount to R 761 million reflecting 
the increase of R 35 million over the 2024/2025 budget year which is equivalent to an 
increase of 5 per cent.  
The increases on key expenditure cost drivers will be as follows in 2025/2026:  
The employee’s remuneration cost and bulk purchases amounts to R 208 million and R 
155 million respectively which represent 48 per cent of a total operating expenditure. The 
audited operating expenditure amounts to R727 million for 2023/2024.  
 
CAPITAL EXPENDITURE ASSUMPTIONS  
Honourable Speaker, the total capital expenditure for 2025/2026 amount to R98 million 
reflecting a decrease of R60 million over the 2024/2025 adjusted budget.  
The difference in capital budget for the two financial years is mainly due to a decrease in 
internally funded project, additional allocation for Municipal Disaster Recovery Grant as 
per Division of Revenue Act (DoRA) and implementation of Memorandum of 
Understanding between Sekhukhune District Municipality and Elias Motsoaledi Local 
Municipality.  
 
The 2025/2026 capital expenditure will be funded mainly from capital conditional grants 
allocation and internally generated funds as follows:  
Elias Motsoaledi Local Municipality 2025/2026 Annual Budget and MTREF  
● R 68 million Municipal Infrastructure Grant (MIG) specifically for roads projects and 
sporting facilities  
● R 20 million Integrated National Electrification Programme (INEP) for electricity 
reticulation  
● R 4 million Energy Efficiency and Demand Side Management (EEDSM) for energy 
efficiency  
● R 6 million internally generated funds  
 
HONOURABLE SPEAKER  
In conclusion, the Draft 2025/26 Reviewed IDP and budget represent our commitment to 
building a resilient, inclusive, and sustainable community.  
I urge all members of the council and our residents to engage with this draft, provide your 
feedback, and participate in the upcoming public consultations.  
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Together, we can ensure that our plans reflect the needs and aspirations of all our 
residents.  
I therefore urge this house to adopt the draft 2025/2026 budget and Integrated 
Development Plan (IDP) for public consultation as stipulated in today’s agenda.  
 
Thank you for your attention, and I look forward to working together as we embark on this 
important journey for our municipality. 
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Part 1- Annual Budget 
 

Executive Summary 

 
The application of sound financial management principles for the compilation of the 
municipality’s financial plan is essential and critical to ensure that the municipality remains 
financially viable and that municipal services are provided sustainably, economically and 
equitably to all communities. 
 

Section 17 of the Municipal Finance Management Act (MFMA) requires the municipality 

to prepare an annual budget in the prescribed format. National Treasury’s MFMA circular 

129 has been used as guidance for the compilation of the 2025/26 MTREF. The main 

challenges experienced during the compilation of the 2025/26 MTREF can be 

summarized as follows: 

 

• Ageing and poorly maintained roads and electricity infrastructure 

• Salaries and wage increase for municipal staff as well as the need to fill all active 

vacant positions. 

• Sufficient surplus anticipated to be realized from operating budget makes it difficult 

to accommodate all the wards within the area of jurisdiction of the municipality in 

terms of capital projects implementations due to minimal collection rate especially 

of traffic fines. 

 

The following budget principles and guidelines directly informed compilation of the 

2025/26 MTREF: 

• The 2024/25 adjustment budget priorities and targets as well as the base line 

allocations contained in that adjustment were adopted as the upper limits for the 

latest base lines for the 2025/26 annual budget. 

• Tariffs and property rates increase should be affordable and should generally not 

exceed the inflation as measured by the CPI except where there are price 

increases in the inputs of services that are beyond the control of the municipality, 

for example: cost of bulk electricity. In addition, we had to ensure that our tariffs 

remained or moved towards being cost reflective and had to take into account the 

need to address infrastructure backlogs. 

• Capital projects and activities funded from external grants are budgeted as per the 

gazetted amount as outlined in 2025/26 Division of Revenue Act (DoRA). 

• In addition to cost containment implemented by the municipality, the following 

items and allocations thereof had to be kept at minimum level: 

- Catering services 
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- Refreshments and entertainment (R2 000 allocated per directorate for the 

entire financial year) 

- Ad hoc travelling 

- Accommodation 

- Subsistence, travelling and conference fees, and 

- Overtime. 

 

In view of the aforementioned information, the following table is a consolidated overview 

of the proposed 2025/26 Medium Term Revenue and Expenditure Framework: 

 

SUMMARY OF 2025/26 MEDIUM TERM REVENUE EXPENDITURE FRAMEWORK 

 
 

The above table is used as a testing tool for determination of municipal deficit or surplus 

throughout 2025/26 MTREF and as presented, the budget has a surplus of R9, 691 

million; R5, 220 million and R5, 619 million respectively throughout the MTREF period. 

 

Total operating revenue and expenditure for 2025/26 financial year amounts to R771, 084 

million and R761, 393 million respectively. The budget increases steadily in the outer 

years. 

 

Total capital expenditure amounting to R98, 719 million is inclusive of conditional grants 

in terms of DoRA allocation to the tune of R92, 269 million and internally funded projects 

R6, 450 million. 
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1.1 Operating Revenue Framework 

 

For Elias Motsoaledi Local Municipality to continue improving the quality of services 

provided to its citizens it needs to generate the required revenue.  In these tough 

economic times strong revenue management is fundamental to the financial sustainability 

of this municipality.  The reality is that we are faced with developmental backlogs and 

poverty.  The expenditure required to address these challenges will inevitably always 

exceed available funding; hence difficult choices had to be made in relation to the setting 

of tariff increases and balancing expenditures against realistically anticipated revenues 

and prioritization of capital projects as contained in the Integrated Development Plan (i.e. 

the needs of all wards within Elias Motsoaledi Local Municipality). 

 

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

 

• National Treasury’s guidelines and macroeconomic policy 

• Efficient revenue management, which aims to ensure 85% annual collection rate 

for property rates and other key service charges. 

• Electricity tariff increases that are approved by the prior year National Electricity 

Regulator of South Africa (NERSA) 

• Achievement of full cost recovery of specific user charges especially in relation to 

trading services 

• Determining the tariff escalation rate by establishing/calculating the revenue 

requirement of each service 

• The municipality’s property rates policy approved in terms of the Municipal 

Property Rates Act, 2004 (Act 6 of 2004) (MPRA) 

• The municipality’s indigent policy and rendering of free basic services; and 

• Tariff policies of the municipality. 
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Figure 1  Main operational revenue categories for the 2025/26 financial year. 

In line with the formats prescribed by the Municipal Budget and Reporting Regulations 

(MBRR), transfer recognized - capital is excluded from the operating revenue statement, 

as inclusion of this revenue source would distort the calculation of the operating 

surplus/deficit. 

 

Revenue to be generated from operational grants amounts to R381, 552 million 

translating to 49% for 2025/26 financial year making it clear that the municipality is still 

grants dependent however the level of dependency is gradually going down. In addition, 

revenue to be generated from rates and services charges amounts to 24% and 8% 

respectively.  In the 2025/26 financial year, revenue from rates and services charges adds 

up to R249, 614 million translating to 32%. This increases to R260, 663 million, and R267, 

179 million in the respective financial outer years of the MTREF.  

  

Service charges are the second largest revenue source totaling 24% or R186, 529 million 

and increases to R194, 923 million and R199, 796 million respectively in the outer years.  

The third largest source is fines that amount to R106, 744 million in 2025/26 financial year 

and R128, 368 million and R140, 052 million respectively in the outer years. 
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Operating Transfers and Grants Receipts 

 

The above table outlines the operating grants and transfers allocated to Elias Motsoaledi 

Local Municipality for 2025/26 MTREF and these grants are contributing significantly 

towards the revenue-base of the municipality.  

 

1.4.1 Property Rates 

Property rates cover the cost of the provision of general services. Determining the 

effective property rate tariff is therefore an integral part of the municipality’s budgeting 

process. 

 

National Treasury’s MFMA Circular No. 51 deals, inter alia, with the implementation of 

the Municipal Property Rates Act, with the regulations issued by the Department of Co-

operative Governance.  These regulations came into effect on 1 July 2009 and prescribe 

the rate ratio for the non-residential categories, public service infrastructure and 

agricultural properties relative to residential properties to be 0.25:1 (zero point two five is 

to one).  The implementation of these regulations was implemented in the previous 

budget process and the Property Rates Policy of the Municipality conforms to the 

stipulations of the above-mentioned regulations more especially on the ratio thereof. The 

stipulation in the Property Rates Policy is highlighted below: 

 

• The first R30 000 of the market value of a property used for residential purposes 

is excluded from the rate-able value (Section 17(h) of the MPRA).  In addition to 
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this exemption, the following additional rebates on the market value of a property 

will be granted in terms of the municipality’s own property rates tariffs: 

 

 
 

The following owners may be granted a rebate on, or a reduction in the rates payable on 

their property: 

• Pensioners that meet the following criteria: 

- Registered owner of property, 

- Applicant must reside on the property, 

- Income not exceeding an amount set by Council, 

• Ratable property registered in the name of the Council., if such property is used in 

supplying electricity, water, and gas or sewerage services. 

• Hospitals, clinics, and institutions for mentally ill persons, which are not operated 

for gain. 

• Ratable property registered in the name of an agricultural society affiliated to or 

recognized by the South African Agricultural Union, which is used for the purpose 

of such society. 

• Cemeteries and crematoriums, which are registered in the names of private 

persons, and which are used exclusively for burials and cremations. 

• Museums, art galleries, libraries and botanical gardens which are open to the 

public, whether admission fees are charged or not. 

• Sports grounds used for the purpose of amateur sports and any social activities, 

which are connected with such sports. 

• Ratable property registered in the name of benevolent or charitable organizations, 

registered as a (NPO) Non-Profit Organization or any ratable property let by the 

Council to any of the named organizations. 

• Owners of a property situated in an area affected by a disaster within the meaning 

of the Disaster Management Act, 2002 or in any other serious adverse social or 

economic conditions. 
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• Owners of residential properties with to which Section 17(1)(h) of the Act applies 

on the market value of the property less the amount stated in that Section or higher 

amount as determined by Council. 

• State or public infrastructure and their rates may be reduced to a percentage which 

is contemplated in Section 11 of the Act. 

• Owners of agricultural properties who are bona fide farmers. 

 

1.4.2 Sale of electricity and impact of tariff increases 

 
The National Energy Regulator of South Africa (NERSA) is responsible for price 
determination of the bulk costs for electricity. Bulk electricity costs are consistently much 
higher than inflation, having gone as high as 12.74 per cent in the 2024/25 municipal 
financial year. Eskom’s need for increased funding means that over the period ahead they 
are applying for much higher tariff increases. 
 
Registered indigents will continue to get 50 kWh allocated to them and this will result in 
indigents receiving 50 kWh per 30-day period free of charge.  
 

National Treasury encouraged municipalities to maintain tariff increases at levels that 

reflect an appropriate balance between the affordability to poorer households and other 

customers while ensuring the financial sustainability of the municipality which is 

contradictory with setting cost-reflective tariffs. The Consumer Price Index (CPI) inflation 

is forecasted to be within the lower limit of the 2 to 5 per cent target band; therefore, 

municipalities are required to pay careful attention to tariff increases across all consumer 

groups.  

1.4.3 Waste removal and impact of tariff increase 

 

Service charge refuse removal is currently not doing fairly well since the revenue 

generated is currently less than the anticipated expenditure to be incurred and the 

municipality will, therefore, have to implement a solid waste strategy to ensure that this 

service can be rendered in a sustainable manner over the medium to long-term.  The 

main contributors for the function not to break-even are landfill sites, increases in general 

expenditure such as petrol and diesel and the cost of contracted service provider for 

refuse removal. 

 

1.4.4 Overall impact of tariff increases on households 

 

The following table shows the overall expected impact of the tariff increases above CPI, 

new tariffs introduced and tariffs where there is no increase. Otherwise, all other tariffs 

increased by CPI. 
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New tariffs 

 
 

Tariff increased above CPI 

 
 

Tariff without increase are business, public safety and planning (Refer to tariff 

structure for tab/sheet reference made) 

 

1.5 Operating Expenditure Framework 

 

The municipality’s expenditure framework for the 2025/26 budget and MTREF are 

informed by the following: 

• The renewal of existing assets and the repairs and maintenance needs. 

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

the MFMA. 

• The alignment of capital programme to the asset renewal requirement as per 

MBRR. 
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• Operational surplus will be directed to funding the capital budget. 

 

The budgeted allocation for employee related costs and remuneration of councilors for 

the 2025/26 financial year totals R239, 354 million, which equals 31% of the total 

operating expenditure. Based on MFMA circular 129, the two outer years’ salary 

increases have been factored into this budget at CPI percentage increase of 4.5% and 

2.5% respectively. The CPI also applied for remuneration for councilors for outer years. 

 

The cost associated with the remuneration of councilors is determined by the Minister of 

Co-operative 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 municipality’s budget. The provision 

of debt impairment was determined based on the annual average collection rate of 47% 

and the credit control policy of the municipality. For the 2025/26 financial year this amount 

equates to R98, 359 million and escalates to R102, 782 million in 2026/27 and R105, 352 

million 2027/28. While this expenditure is considered a non-cash flow item, it informed 

the total cost associated with rendering the services of the municipality, as well as the 

municipality’s realistically anticipated revenues. 

 

Provision for depreciation and asset impairment has been made by the Municipality’s 

Asset Management Policy.  Depreciation is widely considered a proxy for the 

measurement of the rate for asset consumption.  Budget appropriations in this regard 

total R65, 514 million for the 2025/26 financial year and equate to 9% of the total operating 

expenditure. Cognizance should be taken that the implementation of GRAP 17 

accounting standard has meant bringing a range of assets previously not included in the 

assets register onto the register. Note should therefore be taken that depreciation and 

asset impairment as well as debt impairment constitute non-cash items and as a result 

they are excluded when determining surplus to be expended for funding capital projects, 

if any. 

 

Bulk purchase is directly informed by the purchase of electricity from Eskom.  The annual 

price increases have been factored into the budget appropriations and directly inform the 

revenue provisions.  The expenditure includes distribution losses.  

 

Other material comprises of amongst others the purchase of materials for maintenance, 

cleaning materials and chemicals. In line with the municipality’s repairs and maintenance 

plan this group of expenditure has been prioritized to ensure sustainability of the 

municipality’s infrastructure.  
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Contracted services comprise of 9% or R67, 738 million of the total operational budgets 

for the 2025/26 financial year and increases to R70, 768 million and increases to R72, 

563 million in the two respective outer years. The norm for contracted services is 2% to 

5% and as a result, the budget for contracted services through the MTREF period is 

excessive. 

 

Other expenditure comprises various line items relating to the daily operations of the 

municipality. This group of expenditure has also been identified as an area in which cost 

savings and efficiencies can be achieved.  

 

The following diagram gives a breakdown of the main expenditure categories for the 

2025/26 financial year. 

 

 

Figure 2 Main operational expenditure categories for the 2025/26 financial year 

1.5.1 Priority given to repairs and maintenance 

 

Aligned to the priority being given to preserving and maintaining the Municipality’s current 

infrastructure, the 2025/26 budget and MTREF provide for budget appropriations in the 

area of asset maintenance, as informed by the asset renewal and repairs and 

maintenance needs.  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.  
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During the compilation of the 2025/26 MTREF operational repairs and maintenance was 

identified as a strategic imperative owing to the aging of the Municipality’s infrastructure 

and historic deferred maintenance.  In this MTREF, repairs and maintenance budget has 

decreased from R41, 118 million in 2025/26 to R38, 873 million in 2026/27 then increases 

to R41, 668 million and increases to R42, 710 million respectively in the outer years. In 

addition, the municipality is still experiencing budgetary constraints that can meet the 

required 8% that repairs and maintenance should contribute towards property, plant and 

equipment, and investment property.  In relation to property, plant and equipment, repairs 

and maintenance comprise of 2.6% throughout the MTREF period and this percentage is 

however way below the set norm of 8% as stipulated by National Treasury.  

 

For the 2025/26 financial year R13, 267 million in total repairs and maintenance will be 

spent on infrastructure assets. The other assets that have been catered for in the repairs 

and maintenance budget are buildings, roads, maintenance of websites, machinery and 

equipment and transport assets. The overall budget for repairs and maintenance has 

decreased from R41, 118 million to R38, 873. 

1.5.2 Free Basic Services: Basic Social Services Package 

 

The social package assists households that are poor or face other circumstances that 

limit their ability to pay for services.  To receive these free services the households are 

required to register in terms of the Municipality’s Indigent Policy.  Details relating to free 

services, cost of free basis services, revenue lost owing to free basic services as well as 

basic service delivery measurement is contained in Table 10 MBRR A10 (Basic Service 

Delivery Measurement) on. 

 

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 and this package covers all the basic services 

provided by EMLM and these services include, property rates rebates, service charges 

electricity, and refuse removal. 

1.6 Capital expenditure 

 

The major portion of capital expenditure budget is appropriated in vote 6 and for 2025/26 

and the budget in vote 6 is mainly for electrification and road infrastructure capital 

projects. The other departments’, id-est Corporate Services – the appropriations are 

mainly for procurement of operational equipment such as ICT equipment, Office furniture, 

and other equipment while Community Services – the appropriations are for fencing of 

cemeteries and landfill sites. 
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Some of the salient projects to be undertaken over the medium-term include, amongst 

others: 

 

 
 

1.7 Annual Budget Tables  

The following tables present the main budget tables as required in terms of section 8 of 

the Municipal Budget and Reporting Regulations. These tables set out the municipality’s 

2025/26 annual budget and MTREF. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Asset Category Sum of 2025-26 Sum of 2026-27 Sum of 2027-28

Computer Equipment 1 179 256           187 502              196 127              

Electrical Infrastructure 26 862 380         8 300 000           12 709 000         

Furniture and Office Equipment 500 000              -                     -                     

Machinery and Equipment 400 000              -                     -                     

Roads Infrastructure 55 688 670         67 300 000         70 486 000         

Solid Waste Infrastructure 13 088 950         3 000 000           3 000 000           

Storm water Infrastructure 1 000 000           -                     -                     

Grand Total 98 719 256         78 787 502         86 391 127         
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Table A1 - Budget Summary  

  

Explanatory notes to Table A1 - Budget Summary 

• Table A1 is a budget summary and provides a concise overview of the 

Municipality’s budget from all of the major financial perspectives (operating, capital 

expenditure, financial position, cash flow, and MFMA funding compliance).  

• The table provides an overview of the amounts contained in the annual budget for 

operating performance, resources deployed to capital expenditure, financial 
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position, cash, and funding compliance, as well as the municipality’s commitment 

to eliminating basic service delivery backlogs. 

• 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 net of non-cash items) is 

positive over the MTREF period. 

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. 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 and is improving indicates that the necessary 

cash resources are available to fund the capital budget. 

2. The Cash backing/surplus reconciliation shows that the municipality does not have 

reserves and consequently many of its obligations are not cash-backed.  This place 

the municipality in a very vulnerable financial position with regards to replacement of 

assets since no capital replacement reserve is in place. Notwithstanding the absence 

of capital replacement reserves, at least the municipality is not operating on an over 

annual nor funding some of its capital projects through direct borrowings. Even though 

the Council is placing great emphasis on securing the financial sustainability of the 

municipality, this is not being done at the expense of services to the poor.  The section 

of free services shows that the amount spent on free basic services and the revenue 

cost of free services provided by the municipality has dropped and this is attributed to 

offering free basic services only to indigents and this function is not yet optimized. 
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Table A2 - Budgeted Financial Performance (revenue and expenditure by 

standard classification) 

 

Explanatory notes to Table A2 - Budgeted Financial Performance (by standard 

classification) 

• Table A2 is a view of the budgeted financial performance in relation to revenue 

and expenditure per standard classification.  The modified GFS standard 

classification divides the municipal services into different functional areas. 

Municipal revenue, operating expenditure and capital expenditure are then 

classified in terms if each of these functional areas which enables the National 

Treasury to compile ‘whole of government’ reports. 



Elias Motsoaledi Local Municipality                                                   2025/26 Annual Budget and MTREF 

23 
 

• Note the total revenue on this table includes capital revenues (Transfers 

recognised – capital) and so does not balance to the operating revenue shown on 

Table A4. 

Table A3 - Budgeted Financial Performance (by vote) 

 

 

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

expenditure by municipal vote) 

 

Table A3 is a view of the budgeted financial performance in relation to the revenue and 

expenditure per municipal vote.  This table facilitates the view of the budgeted operating 

performance in relation to the organizational structure of the Municipality.  
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Table A4 - Budgeted Financial Performance (revenue and expenditure) 
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Explanatory notes to Table A4 - Budgeted Financial Performance (revenue and 

expenditure) 

 

1. Operating revenue is R771, 084 million in 2025/26 and escalates to R799, 892 million 

and R835, 939 million in the outer years.   

2. Service charges (waste management and electricity) 

Services charges relating to electricity and refuse removal, these revenue sources 

contribute significantly to the revenue basket of the municipality and the contribution 

thereof totals R186, 529 million for the 2025/26 financial year and increasing to 

R194, 923 million in 2025/26 and increasing to R199, 796 million in 2027/28 financial 

year.  

 

3. Service charges - electricity 

Electricity tariffs have increased by 14.20% as per the cost of supply study submitted 

to NERSA. 

4. Service charge – waste management  

Service charge – waste management is based on consideration of the actual 

performance and adjusted estimates for the remaining months of 2024/25 financial 

year and in conjunction with the audited amount and CPI.  

5. Property rates, interest on outstanding debtors (exchange and non-exchange) 

A data cleansing process was performed on the system for property rates, service 

charges and electricity, focusing on quick code, tariff codes and property categories. 

This resulted in a decrease in the budget and had an impact on interest projections. 

 

6. Interest earned from investment 

The interest earned on the investment budget has decreased compared to the 

previous year, as the prior year interest was elevated due to an additional grant 

(Municipal Disaster Recovery Grant) received by the municipality. 

 

7. An increase in revenue sources below was based on CPI: 

- Licences and permits. 

- Other Revenue 

- Sales of goods and services 

- Rental of facilities and equipment 

- Service charges - refuse revenue. 
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8. Traffic fines  

The traffic fine revenue has not been increased in line with CPI, as the installation of 

two new cameras is expected to generate additional revenue, compensating for any 

shortfall above CPI.  

9. Transfer and subsidies - operational  

Includes the local government equitable share, financial management grant, extended 

public works programme grant and the allocation is as per DORA. 

10. Operating expenditure is R761, 393 million in 2025/26 and escalates to R794, 673 

million and R830, 320 million in the outer years.   

11. Employee related costs and bulk purchases are the main cost drivers within the 

municipality and alternative operational gains and efficiencies will have to be identified 

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

12. Employee related cost 

An increase in employee related cost is due to CPI adjustment, an increase in 

number of employees to receive long service award and the unfreezing of several 

critical posts. 

13. Bulk purchases  

Bulk purchases increased by 11.32% as per the approved tariff increase by NERSA. 

14. An increase in expenditure sources below was based on CPI: 

- Debt impairment 

- Depreciation 

- Remuneration of councillors  
- Irrecoverable debts 

 
15. Inventory consumed  

Inventory consumed decreased due to decrease in maintenance services for 

buildings, electrical and roads.  

16. Finance cost  

Finance cost is based on finance lease amortization schedule for the first year as the 

municipality entered into a finance lease contract recently. 

17. Contracted services  

The decrease is mainly due to security services, refuse removal, solid waste 

management and business advisory services. 
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18. Transfer and grants  

Transfer and grants – free basic electricity subsidies increased by 11.32% in line with 
bulk purchases and new support for Small Medium Micro Enterprises. 

 

19. Operational cost 
Increase is due to procurement of new Performance Management System (PMS) 

services and operating lease contract entered into recently. 

 

Table A5 - Budgeted Capital Expenditure by standard classification and funding 

source 

Explanatory notes to Table A5 - Budgeted Capital Expenditure by standard 

classification and funding source 

Capital projects are funded by Municipal Infrastructure Grant (MIG); Integrated National 

Electrification Programme (INEP), Energy Efficiency Demand Side Management 

(EEDSM), Local Government Sector Education and Training Authority (LGSETA) and 

internal generated revenue. 
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From table A4 point of view the municipality has budgeted for non-cash items, the effect 

thereof is the surplus of R9 million. However the internal generated funding is based on 

the surplus from A7 cash flow, which is exclusive of non-cash item. 

Table A5A - Budgeted Capital Expenditure by vote 

 

Explanatory notes to Table A5 - Budgeted Capital Expenditure by vote, standard 

classification and funding source 

1. Table A5 is a breakdown of the capital projects in relation to capital expenditure by 

municipal vote (multi-year and single-year appropriations); capital expenditure by 

standard classification; and the funding sources necessary to fund the capital budget, 

including information on capital transfers from national departments. 

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

budget appropriations.  In relation to multi-year appropriations, for 2025/26 R89, 762 

million has been allocated of the total R98, 719 million.  This allocation decreases to 

R26, 348 million in 2025/26 and increases to R37, 682 million in 2027/28. 

3. Single-year capital expenditure has been appropriated at R15, 957 million for the 

2025/26 financial year and increases to R52, 440 million in 2026/27 and then declines 

to R48, 709 million in 2027/28 financial year. 

4. Unlike multi-year capital appropriations, single-year appropriations relate to 

expenditure that will be incurred in the specific budget year such as the procurement 
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of vehicles and specialized tools and equipment.  The budget appropriations for the 

two outer years are indicative allocations based on the departmental business plans 

as informed by the IDP and will be reviewed on an annual basis to assess the 

relevance of the expenditure in relation to the strategic objectives and service delivery 

imperatives of the Municipality.  For funding assessment of the MTREF, these 

appropriations have been included but no commitments will be incurred against single-

year appropriations for the two outer-years. The capital projects are funded from 

capital grants and transfers and internally generated funds from current year 

surpluses.  

 

Table A6 - Budgeted Financial Position 
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Explanatory notes to Table A6 - Budgeted Financial Position 

1. Table A6 is consistent with international standards of good financial management 

practice and improves understandability for councilors and management of the impact 

of the budget on the statement of financial position (balance sheet). 

2. 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. 

3. 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. 

4. 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 debt. 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. 

5. Table A6 is supported by an extensive table of notes that provide detailed analysis of 

the major components of a number of items, including: 

• Call investments deposits. 

• Consumer debtors. 

• Property, plant and equipment. 

• Trade and other payables. 

• Provisions non-current. 

• Changes in net assets; and  

• Reserves. 

 

6. Included in trade and other payables are the following non-cash items that should not 

be taken into account when determining the funding position of the municipality as 

there are already included as part of operating expenditure (as the contra account): 

• Accrued leave pay 

• Accrued bonus 

 

7. Additionally, retention release is taking into account under payment to suppliers and 

employees in the cash flow statement. 
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Table A7 - Budgeted Cash Flow Statement 
 

 
 
Explanatory notes to 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. It can be seen that the cash level of the municipality is projected to consistently 

increase, however the achievement of these results requires implementation of 

stringent credit control. 

4. 205/26 MTREF has been informed by the planning principle of ensuring adequate 

cash and cash equivalent over the medium-term and as a result, the cash and 

investment management policy is now in place. 

5. Capital payment is exclusive of retention amounting to 10% of the work done. 

 

Cash flow from operating activities 

Receipts and payments are in line with the budget made under table A4. Payments to 
suppliers and employees exclude non-cash items relating to store issues (inventory 
consumed, printing and stationery) and post-employment medical aid benefits and long 
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service leave – current service and interest charge. Mscoa eliminated store items to be 
non-funding and in true essences store items are not funded where department’s 
requests items from stores. Funding is required when the municipality procures goods 
from service provider therefore Treasury must consider this matter during funding 
process. 
 

Included in payment to suppliers and employees are other cash payment like retention 

release amongst others. 

 

Payments to suppliers and employees include amounts related to the release of retention 

held for contractors in accordance with contract terms upon satisfactory completion of 

work. 

 

Furthermore, payments to suppliers and employees excludes non-cash items for store 

issue in other expenditure and inventory consumed and actuarial amounts in employee 

related cost which do not involve direct cash outflows but are recognized as expenses in 

accordance with the accounting principles. 

 

Cash flow from investing activities. 

Proceeds from disposal of property plant and equipment adjustment is as a result of land 

to be disposed. 

 

The budget on capital assets takes into account retention and anticipated unspent portion 

of conditional grant. 

 

Cash flow from financing activities 

The repayment of borrowings relates to finance lease agreement the municipality entered 

into. 

 

The municipality signed a finance lease contract recently therefore the adjustment is 

based on the recent amortization schedule. 

 

Collection rate for revenue services 

The base assumption is that tariff and rating increases will increase at CPI rate or slightly 
higher over the long term. It is also assumed that current economic conditions, and 
relatively controlled inflationary conditions, will continue for the forecasted term. The rate 
of revenue collection is budgeted as a percentage of annual billings as follows: property 
rates 81%; Services charges electricity 97%; Services charges refuse 44%; other revenue 
100%; Rental on facilities 100%; traffic fines 13% and Interest on outstanding debtors 
(exchange) of 30% and (non-exchange) of 50%. The performance of arrear collections 
will however only be considered a source of additional cash in-flow once the performance 
has been carefully monitored. 
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Comparing A7 Capital assets and A5 total Capex the inconsistency is due retention that 
will be held by the municipality and unspent conditional grant. 
 
Cash and cash equivalent 

The cash and cash equivalent at the beginning reflect the cash and cash equivalent 

balance as per adjusted budget. 

 
Table A8 – Budgeted cash backed reserves/ accumulated surplus reconciliation. 
 

 
 

Explanatory notes - 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 above table, it is clearly indicated that the municipality has surplus over 

MTREF.  
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Table A9 - Asset Management
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Explanatory notes to Table A9 - Asset Management 

1. Table A9 provides an overview of municipal capital allocations to construct 
and/procure new assets, renewal, and upgrading of existing assets, as well as 
spending on repairs and maintenance by asset class. 

2. National Treasury has recommended that municipalities should allocate at least 40 
per cent of their capital budget to the renewal and upgrading of existing assets, and 
allocations to repairs and maintenance should be 8 per cent of property plant and 
equipment. The municipality allocated 78% of the capital budget to the renewal and 
upgrading of existing assets which is considered to be an achievement. 

3. The renewal and upgrading of existing assets target have been met throughout the 

MTEF period, however, the achievement of repairs and maintenance target remains 

a challenge. 

2 PART 2 – SUPPORTING DOCUMENTATION 

2.1 Overview of the annual budget process 

 

Section 53 of the MFMA requires the Mayor of the municipality to provide general political 

guidance in the budget process and the setting of priorities that must guide the 

preparation of the budget. In addition, Chapter 2 of the Municipal Budget and Reporting 

Regulations states that the Mayor of the municipality must establish a Budget Steering 

Committee to provide technical assistance to the Mayor in discharging the responsibilities 

set out in section 53 of the Act.  

 

The Budget Steering Committee consists of the Municipal Manager, councillors 

responsible for financial matters, chief financial officer, senior managers responsible for 

at least the three largest votes in the municipality, manager responsible for budgeting, 

manager responsible for planning and any technical experts on infrastructure.  

 

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 Municipality’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. 
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2.1 Overview of budget related-policies 

 

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

policies. 

2.1.1 Review of credit control and debt collection procedures/policies 

 

The credit control and debt collection policy as approved by Council in the past is currently under review.  While the adopted 

policy is credible, sustainable, manageable and informed by affordability and value for money, there has been a need to 

review certain components to achieve a higher collection rate. Some of the possible revisions will include the lowering of 

the credit periods for the down payment of debt. In addition, emphasis will be placed on speeding up the indigent registration 

process to ensure that credit control and debt collection efforts are not fruitlessly wasted on these debtors. 

 

As most of the indigents within the municipal area are unable to pay for municipal services because they are unemployed, 

the Integrated Indigent Exit Programme aims to link the registered indigent households to development, skills and job 

opportunities.  The programme also seeks to ensure that all departments as well as external role players are actively 

involved in the reduction of the number of registered indigent households. 

 

The 2025/26 MTREF has been prepared on the basis of achieving an average debtors’ collection rate of 85 per cent on 

current billings. In addition, the collection of debt in excess of 90 days has been prioritised as a pertinent strategy in 

increasing the municipality’s cash levels. In addition, the potential of a payment incentive scheme is being investigated and 

if found to be viable will be incorporated into the policy. 

 

2.1.2 Asset Management, Investment and Funding Policy 

 

A proxy for asset consumption can be considered the level of depreciation each asset incurs on an annual basis. Preserving 

the investment in existing infrastructure needs to be considered a significant strategy in ensuring the future sustainability of 

infrastructure and the municipality’s revenue base. Within the framework, the need for asset renewal was considered a 
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priority and hence the capital programme was determined based on renewal of current assets versus new asset 

construction. 

 

Further, continued improvements in technology generally allows many assets to be renewed at a lesser ‘real’ cost than the 

original construction cost.  Therefore, it is considered prudent to allow for a slightly lesser continual level of annual renewal 

than the average annual depreciation.  The Asset Management and Funding Policy is therefore considered a strategic guide 

in ensuring a sustainable approach to asset renewal, repairs and maintenance and is utilised as a guide to the selection 

and prioritisation of individual capital projects. In addition the policy prescribes the accounting and administrative policies 

and procedures relating to property, plant and equipment (fixed assets). 

2.1.3  Budget Policy 

 

The budget process is governed by various provisions in the MFMA and is aimed at instilling and establishing an increased 

level of discipline, responsibility and accountability in the financial management practices of municipalities. To ensure that 

the municipality continues to deliver on its core mandate and achieves its developmental goals, the mid-year review and 

adjustment budget process will be utilised to ensure that underperforming functions are identified and funds redirected to 

performing functions. 

2.1.4  Supply Chain Management Policy 

 

The Supply Chain Management policy was adopted by Council in September 2007 and the policy has been getting reviewed 

on annual basis and the changes made now are incorporated and presented in the resolutions paragraph. 

2.1.5 Virement Policy 

 

The virement policy aims to empower senior managers with an efficient financial and budgetary amendment and control 

system to ensure optimum service delivery within the legislative framework of the MFMA and the municipality’s system of 

delegations.  The Virement policy was approved by Council in the past and is getting reviewed every financial year in respect 

of both Operating and Capital Budget Fund Transfers. 
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2.1.6 Cash Management and Investment Policy 

 

The aim of the policy is to ensure that the municipality’s surplus cash and investments are adequately managed, especially 

the funds set aside for the cash backing of certain reserves. The policy details the minimum cash and cash equivalent 

required at any point in time and introduces time frames to achieve certain benchmarks. 

2.1.7 Tariff Policies 

 

The municipality’s tariff policies provide a broad framework within which the Council can determine fair, transparent and 

affordable charges that also promote sustainable service delivery. The policies have been approved on various dates and 

a consolidated tariff policy is envisaged to be compiled for ease of administration and implementation. 

 

All the above policies are available on the municipality’s website, as well as the following budget related policies: 

• Indigent 

• Petty Cash 

• Property rates 

• Borrowing 

• Cost containment 

• Insurance management 

2.2 Overview of budget assumptions 

External factors 

 

Owing to the economic slowdown, financial resources are limited due to reduced payment levels by consumers.  This has 

resulted in declining cash inflows, which has necessitated restrained expenditure to ensure that cash outflows remain within 

the affordability parameters of the municipality’s finances. 

General inflation outlook and its impact on the municipal activities 

There are five key factors that have been taken into consideration in the compilation of the 2025/26 MTREF: 
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• National Government macro-economic targets. 

• The general inflationary outlook and the impact on municipality’s residents and businesses. 

• The impact of municipal cost drivers. 

• The increase in prices for bulk electricity; and 

• The increase in the cost of remuneration.  

Collection rate for revenue services 

 

The base assumption is that tariff and rating decreases will decrease at a rate CPI rate or slightly lower over the long term. 
It is also assumed that current economic conditions, and relatively controlled inflationary conditions, will continue for the 
forecasted term. The rate of revenue collection is budgeted as a percentage of annual billings as follows: property rates 
81%; Services charges electricity 97%; Services charges refuse 44%; other revenue 100%; Traffic fines 6%. The 
performance of arrear collections will however only be considered a source of additional cash in-flow once the performance 
has been carefully monitored. 

Growth or decline in tax base of the municipality. 

 

Debtor’s revenue is assumed to increase at a rate that is influenced by the consumer debtor`s collection rate, tariff/rate 

pricing, real growth rate of the municipality, household formation growth rate and the poor household change rate.  In 

addition, the following are some of the assumptions that have direct impact on debtors and collection rate as well revenue 

generation:  

• Property rates – 81% 

• Service charge electricity - 97% 

• Service charge refuse removal - 44% 

• Rental on facilities - 100% 

• Other revenue – 100% 

• Interest on outstanding debtors (exchange) - 23% 

• Interest on outstanding debtors (non-exchange) - 33% 

• Traffic fines – 6% 
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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. 

Salary increases 

MFMA circular 129 did not stipulate the salary increase projection and as a result, the proposal on salary and wage 

collective agreement was used. The proposed salary increases to be as follows: 

• 2025/26 – CPI 4.4%  

• 2025/26 – CPI 4.5% 

• 2027/28 – CPI 2.5% 

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: 

• Creating jobs; 

• Enhancing education and skill development; 

• Improving Health services; 

• 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. 

Ability of the municipality to spend and deliver on the programmes 
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It is estimated that a spending rate of at least 95% will be achieved on operating expenditure and 100% on the capital 

programme for the 2025/26 MTREF of which performance has been factored into the cash flow budget. 

2.3 Overview of budget funding 

2.3.1 Medium-term outlook: operating revenue 

 

The following table is a breakdown of the operating revenue over the medium-term and presents operating surplus of R9, 

499 million in 2025/26 that is relatively not adequate. 

 

Figure 5 Breakdown of operating revenue over the 2025/26 MTREF 

Tariff setting plays a major role in ensuring desired levels of revenue. Getting tariffs right assists in the compilation of a 

credible and funded budget. The Municipality derives most of its operational revenue from the provision of goods and 

services such as electricity and solid waste removal, property rates, operating and capital grants from organs of state and 

other minor charges (such as building plan fees, licenses and permits etc). 

 

The revenue strategy is a function of key components such as: 

• Growth in the municipality and economic development. 

• Revenue management and enhancement. 

• Achievement of 85 per cent annual collection rate for consumer revenue. 

• National Treasury guidelines. 

• Electricity tariff increases within the National Electricity Regulator of South Africa (NERSA) approval. 

• Achievement of full cost recovery of specific user charges. 

• Determining tariff escalation rate by establishing/calculating revenue requirements. 

• The Property Rates Policy in terms of the Municipal Property Rates Act, 2004 (Act 6 of 2004) (MPRA), and  

• And the ability to extend new services and obtain cost recovery levels. 
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The above principles guide the annual increase in the tariffs charged to the consumers and the ratepayers aligned to the 

economic forecasts. 

The proposed tariff increases for the 2025/26 MTREF on the different revenue categories are: 

• Property rates 

• Refuse removal 

• Electricity 

• Other 
 
For the medium-term, the funding strategy has been informed directly by ensuring financial sustainability and continuity.  

The MTREF therefore provides for a budgeted actual surplus of R9, 499 million, R3, 878 million and R4, 243 million in each 

of the financial years.  This surplus is not entirely intended to fund capital expenditure from own sources. 

 

THE IDP REVIEW PROCESS PLAN 

Section 21 (1)(b) of the MFMA prescribes that the Mayor of a Municipality must at least 10 months before the start of a 

financial year, table in Council a time schedule outlining key deadlines for the preparation, tabling and approval of the 

annual budget and the review of the Integrated Development Plan. 

The municipality hopes to conclude the review process for the 2025-2026 IDP by the end of May 2025. The process plan 

will be implemented from July 2025 to June 2026 financial year. Below is the timetable for the IDP/ budget process for 

2025-2026 Municipal fiscal year. 
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IDP and Budget Process Plan for the 2025/2026 financial year 

MONTH ACTIVITY TARGET DATE 

PREPARATORY PHASE 

 

July 2024 

❖ Review of previous year’s IDP/Budget process with MTEF included. 

❖ EXCO provides political guidance over the budget process and priorities 

that must inform preparations of the budget. 

❖ Tabling of the draft 2025-2026 IDP and Budget process plan to IDP 

steering committee/technical committee for comments and inputs. 

❖ Tabling of the 2025-2026 IDP and Budget process plan to council 

structures for approval 

1-31 July 2024 

1-31 July 2024 

15 July 2024 

30 August 2024 

 

August 2024 

❖ Ward-to-Ward based analysis data collection 

❖ 4th Quarter Performance Lekgotla 

❖ Submit AFS (Annual Financial Statements) for 2022/23 to AG. 

❖ Submit 2023/24 cumulative Performance Report to AG & Council 

Structures. 

10 August 2024 -30 

September 2024 

28 August 2024 

31 August 2024 

31 August 2024 

ANALYSIS PHASE 
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MONTH ACTIVITY TARGET DATE 

September 

2024 

❖ Council determines strategic objectives for service delivery through IDP 

review processes and the development of the next 3-year budget 

(including review of sector departments plans). 

❖ Determine revenue projections, propose tariffs, and draft initial 

allocations per function and department for 2024-2025 financial year. 

❖ Electronic Consultations with provincial and national sector departments 

on sector specific programmes for alignment (schools, libraries, clinics, 

water, electricity, roads, etc.). 

❖ Finalize ward based data compilation for verification in December 2024 

01 September 2024- 

December 2024 

 

 

STRATEGIES PHASE 

October 2024 ❖ Quarterly (1st) review of 2024/25 budget, related policies, amendments 

(if necessary), any related consultative process. 

❖ Collate information from ward-based data. 

❖ Begin preliminary preparations on proposed budget for 2025/26 financial 

year with consideration being given to partial performance of 2024/25 

❖ 1ST Quarter Performance Lekgotla (2024/25) 

28 October 2024 

1-31 October 2024 

1-31 October 2024 

25 October 2024 

PROJECTS PHASE 

November 

2024 

❖ Confirm IDP projects with district and sector departments. 1-30 November 

2024 



 

47 
 

MONTH ACTIVITY TARGET DATE 

❖ Engage with sector departments’ strategic sessions to test feasibility of 

attendance to planned sessions. 

❖ Review and effect changes on initial IDP draft. 

 

INTEGRATION PHASE 

December 

2024 

❖ Consolidated Analysis Phase report in place 

❖ IDP Steering/technical Committee meeting to present the analysis phase 

data 

❖ IDP Representative  Forum to present the analysis report 

04 December 2024 

05 December 2024 

12 December 2024 

January 2025 

 

❖ Review budget performance and prepare for adjustment 

❖ Pre – strategic planning session for councillors  

❖ Table Draft 2022/23 Annual Report to Council. 

❖ Submit Draft Annual Report to AG, Provincial Treasury and COGHSTA. 

❖ Publish Draft Annual Report in the municipal jurisdiction (website etc.). 

❖ Prepare Oversight Report for the 2022/23 financial year. 

❖ Mid-Year Performance Lekgotla/Review/Strategic Planning Session, 

(review of IDP/Budget, related policies and consultative process 

07-14 January 2025 

15 January 2025 

23 January 2025 

16-17 January 2025 
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MONTH ACTIVITY TARGET DATE 

February 

2025 

❖ Table the Budget Adjustment to council. 

❖ Submission of Draft IDP/Budget for 2025-2026 to Management. 

❖ Submission of Draft 2025-2026 IDP/Budget and sector plans to Portfolio 

Committees. 

❖ Submission of 2024/25 Adjustment Budget to Budget Steering 

Committee 

❖ Submission of 2025-2026 Draft IDP and Budget to EXCO 

❖ Adjusted budget/IDP/SDBIP 2023/2024 

 

28 February 2025 

05 February 2025 

08-09 February 

2025 

19-21 February 

2025 

20 February 2025 

28 February 2025 

March 2025 ❖ Submission of 2025-2026 Draft Budget to Budget Steering Committee 

❖ Council considers the 2025-2026 Draft IDP and Budget. 

❖ Publish the 2024-2025 Draft IDP and Budget for public comments. 

❖ Adoption of Oversight Report for 2023-2024. 

26 March 2025 

31 March 2025 

31 March 2025 

APPROVAL PHASE 
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MONTH ACTIVITY TARGET DATE 

April 2025 ❖ Submit 2025-2026 Draft IDP and Budget to the National Treasury, 

Provincial Treasury and COGHSTA in both printed & electronic formats. 

❖ Quarterly (3rd) review of 2024-2025 budget/IDP and related policies’ 

amendment (if necessary) and related consultative process. 

❖ IDP Technical committee to consider the draft 2025-2026 IDP and Budget 

❖ IDP Representative Forum meeting to present the draft 2025-2026 IDP 

to various stakeholders 

❖ Consultation with National and Provincial Treasury, community 

participation and stakeholder consultation on the draft 2025-2026 IDP. 

14 April 2025 

26 April 2025 

09 April 2025 

11 April 2025 

12 April 2025- 17 

May 2025 

May 2025 ❖ 3rd Quarter Performance Lekgotla (2023/24) 

❖ Submission of 2025-2026 Final Budget to Budget Steering Committee 

❖ Final Draft Budget/IDP/SDBIP 2025/2026 

❖ Submission of Final Draft IDP/Budget for 2025/26 to council for Approval. 

❖ Finalize SDBIP for 2025-2026. 

❖ Develop Performance Agreements (Performance Plans) of MM, Senior 

Managers, Middle Managers and all employees for 2025-2026 

performance year. 

02 May 2025 

15 May 2025 

30 May 2025 

30 July 2025 

 

June 2025 

❖ Submission of the SDBIP to the Mayor and MPAC. 

❖ Submission of 2025-2026 Performance Agreements to the Mayor. 

24 June 2025 

31 July 2025 
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MONTH ACTIVITY TARGET DATE 

 

 

The development of the integrated development plan which is a five-year plan of the municipality which is developed in 

accordance with Section 25(1) of the Municipal Systems Act, each municipal council must adopt an IDP after the start of 

its elected term within a prescribed period. An election represents the start of a 5-year IDP development process. Section 

25 (3) does allow the municipal council to adopt the IDP of the preceding council. However, this needs to be done in 

accordance with the process prescribed. 

In terms of the MSA No.32 of 2000, section 34, a municipal council 

(a) Must review its integrated development plan. 

    (i) Annually in accordance with an assessment of its performance measurements in terms of section 41 (1); and 

    (ii) To the extent that changing circumstances so demand; and 

(b) May amend its integrated development plan in accordance with a prescribed process.” 

The annual review process thus relates to the assessment of the Municipality’s performance against organizational 

objectives as well as service delivery, taking cognisance of internal / external circumstances that might have arisen 

subsequent to the adoption of the previous IDP. The review and amendment process must also adhere to the 

requirements for public participation as articulated in Chapter 4 of the MSA (2000). 
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During this annual review process, we need to collate a lot of information to guide us. It is therefore evident that we need 

to adopt a structured approach to ensure that we translate all this data and information in a cohesive manner that will 

ensure that we establish strategic priorities / objectives that will address the prevailing challenges and implement 

appropriate strategies and projects to address these problems. 

The process undertaken to review the comprises of five (5) phases namely. 

▪ Phase 1: Analysis 

▪ Phase 2: Strategies  

▪ Phase 3: Project Identification  

▪ Phase 4: Integration  

▪ Phase 5: Approval 

Phase 1: Analysis phase (Research, information and analysis) 

The analysis phase deals with the existing situation and encompasses an assessment of the existing level of 

development. It is important during this phase that the municipality understands not only the symptoms, but also the root 

cause of the challenges in order to make informed decisions on appropriate solutions. The importance of a 

comprehensive evaluation of the previous year’s Annual Report is critical, as it articulates what was achieved in the 

previous IDP cycle and the challenges that contributed to areas of underperformance.  This provides a credible 

benchmark/reference for the current review process. It is important to determine the priority issues because the 

municipality will not have sufficient resources to address all the issues identified by different segments of the community. 

Phase 2: Strategies (Vision, Objectives and strategies) 
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During this phase, the municipality works on finding solutions to the problems assessed in the Analysis phase. In terms of 

its mandate the municipality may employ various methodologies such as a SWOT analysis to determine its strengths and 

weaknesses to leverage these factors to ensure the achievement of the developed strategic objectives.  

Phase 3: Projects (Development of projects and programmes) 

Once strategies are formulated, they result in the identification of projects.  The municipality must make sure that the 

projects identified have a direct linkage to the priority issues and the objectives that were identified. 

Phase 4: Integration and consolidation 

Once the projects are identified, the municipality must make sure that they are in line with the    municipality’s objectives 

and strategies, and also with the resource framework.  Furthermore, this phase is an opportunity for the municipality to 

harmonize the projects in terms of contents, location and timing in order to arrive at consolidated and integrated 

programme e.g. a local economic development.  A very critical phase of the IDP is to link planning to the municipal budget 

(i.e. allocation of internal or external funding to the identified projects) because this will ensure that implementation of 

projects and hence development is directed by the IDP. 

Phase 5: Approval and Adoption 

Once the IDP has been completed, it has to be submitted to the municipal council for consideration    and approval. The 

council must look at whether the IDP identifies the issues (problems) that affect the area and the extent to which the 

strategies and projects will contribute to addressing the problems. The council must also ensure that the IDP complies 

with relevant legislative requirements before it is approved. Furthermore, before the approval of the IDP, the municipality 

must give an opportunity to the public to comment on the draft. Once the IDP is amended according to the input from the 

public, the council considers it for approval. 
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One of the main features of the planning process is the involvement of community and stakeholder organizations in the 

process. Participation of affected and interested parties assures that the IDP addresses the real issues that are 

experienced by the citizens of a municipality. 

2.6.2 Medium-term outlook: capital revenue 
 
Sources of capital revenue over the MTREF 

The above table is graphically represented as follows for the 2025/26 financial year. 
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Table SA1 – Supporting detail to budgeted financial performance 
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Table SA2 – Matrix Financial Performance Budget (revenue sources and expenditure type and vote)
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Table SA3 – Supporting detail of budgeted financial position 
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Table SA8 – Performance indictors and benchmarks 

 



 

59 
 

Table SA10 – Funding measurement 

 

Table SA16 – Investment particulars by maturity 

Not applicable 
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Figure 6 Breakdown of the source of funding for 2025/26 MTREF 

Capital grants and receipts equate to 93% of the total funding source which represents R92, 269 million for the 2025/26 

financial year and decreases to R78, 787 million and increases to R86, 387 million in 2026/27 and 2027/28 financial years 

respectively. Only 7% of capital budgets is funded from internally generated revenue. 
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2.7 Expenditure on grants and reconciliation of unspent funds 

Table SA18 - Transfers and Grants Receipts  
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Table SA19 - Expenditure on transfers and grants expenditure 

 

Conditional operational grants 

Financial Management Grant (FMG) and Expanded Public Works Programme Grant (EMPW) are budgeted for excluding 

VAT. Additionally, the expenditure for equitable shares is inclusive of the allocation for 2025-26 financial year and amount 

as per the bank balance as at 30 June 2024, hence the expenditure is above the allocation. 
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Table SA 20 - Reconciliation between of transfers, grant receipts and unspent funds
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Table SA21 – Transfers and Grants made by the municipality 

 



 

65 
 

Table SA22 – Summary councilors and staff benefits 
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Monthly targets for revenue, expenditure and cash flow 

Table SA25 - Budgeted monthly revenue and expenditure 
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Table SA26 - Budgeted monthly revenue and expenditure (municipal vote) 
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Table SA27 - Budgeted monthly revenue and expenditure (standard classification) 
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Table SA28 - Budgeted monthly capital expenditure (municipal vote) 
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Table SA 29 - Budgeted monthly capital expenditure (standard classification) 
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Table SA30 – Budgeted Monthly Cash flow 

 

Table SA31 – Not applicable 
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Table SA 34a - Capital expenditure on new assets by asset class 
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Table SA34b - Capital expenditure on the renewal of existing assets by asset class 
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Table SA34c - Repairs and maintenance expenditure by asset class 
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Table SA34d – Depreciation of Assets 

 



 

76 
 

Table SA34e – Upgrading of Existing Assets 

 

Table SA35 – Future financial implications of the capital budget 

Not applicable 
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Table SA36–Capital project list  
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