BUDGET FOR THE MTREF 2026/2027 PERIOD

File number f Verwysingshommer: 5/1/1/1
Meeting date / Vergadering datum: 27 May 2026
Report by / Verslag deur: Director Financial Services: Gerard Goliath

PURPOSE OF REPORT / DOEL VAN VERSLAG
To table the budget for the MTREF 2026/27 financial year.

BACKGROUND AND DISCUSSION / AGTERGROND EN BESPREKING
MAYOR'S 2026/27 BUDGET SPEECH
The mayor's budget speech is included in the budget report.

1.

BUDGET 2026/2027
See the following ATTACHED documents:

o Budget Report
0 Annexure A (Tariffs)
o Annexure B (Budget related Policies & By-Laws)
o Annexure C {National Treasury - Circulars no. 132 and no. 134)
o Annexure D {Procurement Plan)
o Annexure E (Property Rates Reconciliation)
o Annexure F (MTREF & National Treasury formats)
0 Annexure G (National Treasury Tariff Tool)
o Annexure H (SIME Assessment and Municipality’s response})
4780193258
o Annexure | (Mscoa Roadmap) MUNISIPALITEIT HESSEQUA
o Annexure J (LTFP) DEPARTEMENT FINANSIES
o Annexure K (Councils response to comments) YL 77 MAY 2026
o Annexure L (NERSA Communication) U MASIPALA HESSEQUA
HESSEQUA MUN!CIPAQTY
POLICIES FINANCIAL DEPARTMENT

The following policies/by-laws were reviewed and workshopped with the public.

Below is an extract of the processes being followed:

The current policies and by-laws were workshopped with the budget committee, after
which the policies and recommendations of the committee were workshopped on the
dates in the table below. After the workshops with the public the inputs were
discussed with the budget committee, and the necessary amendments were made.



WORKSHOP DETAILS

Workshop principles for determining tariffs and reviewing policies and By-laws with the
Hessequa community, businesses and agricultural.

WORKSHOP DETAILE

Workshap priswiples for determining tariffs and review of policies and By-laws with the Hessequa
cormmunity, businesses and agricuttoral
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Hiversdale - Civic Condra

wWitsand ~ De Dusdse Comnmurnity Hall

Haeidelberg - Towr: Hall

Stilbaai f jongensfontein - Stitbaal Community Hall
selkhoutfontein - Comanunity Hall

Souritsroond Hall

Albertinia Town Hall

Slangrivier Commaenity Hall

The following are extracts of the main proposed amendments:

Indigent Policy

T3

For the 20252025 202642077 financial year the Municipalty will use household income as the
iargeting approach for the registration of indigent customers.

QUALIFICATION CRITERIA

The qualification criteria for indigent support shall be determined by the Municipality from time

to time, provided that until the Hessequa Municipality determines otherwise, the following

criteria shall appiy-

81 The applicant must be 2 resident within the Hessequa Municipal area.

8.2 The applicant must be in possession of a valid South African ideniity document.

83 The iotal monthly gross income or basic salery {for salsried individuals) of the

registered owmerftenant and hisfher spouse or life companion is not more than an

amount as determined by Council from ime to Sime. This amount includes any rental

received frem other occupants on the stand.-but excluding s any payments received

from the applicant's children—Escluding, social grants received for ehildren, foster care,

and -grani-in-aid,_maintenanca received for children {proven by coud ordes) and

Unemploymant Insurance Fund (UIF) payments. This amount will be determined at the

baginning of every financial year and will be applied for the duration of that particular

financial year.
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gn The applicant must not own 8 business or have a Spaze Sﬁop on the premises.

9.3.3.§5 If the applicant and his/her spouse/iife companion is not the holder of any bank
account, & sworn affidovit_steting thal the applicant and his/er spouseliife
companion does nof have any bank account in his/her name must be submitied

upon application. en-

10.3.1 Category A - Support fo qualifying househelds where the combined total gross income of the
registered owner tenani and his/her spouse or ife companion is equal or less than
RS 500 00 excluding-grantin-akl_child supper-and-fostar-cao_ suoiusions 8s ooy e.éléﬁé‘é .

1052 Catogors-B-is-hovebysholichod-with- sHscl-from 01 hdy 2048 and wit be iredndad under
Gategons Al (he higher combined- tolal gross RCOmS:

10.3.6

RURAL AREAS UP TO 5500

15 CATEGDRY G - SEMIOR CITIZENS CLURE

16.2 The onus will be on the chairpersondmanaging agent of the ciub o sebmil proo? of the

number of members registered as indigants in evmns of the Couaneil’s bedigant Policy. This niest
e dosye fhirough asubnhssion of the 10 numbers, sccompanied by origingl ceriified copies of
identity documents of the members qualifving and an affidavit i respect of the otal mumber of
menribers beloniling to the oiub.

< 16.3 The property wdilized must not be utiized for any other puroose dhan activities of e otuls
and confinnd by the ciub In s sworn affidavit,

16 4 FProof of property rental or ownership of the roperfy.

5.3 1658 No subsidy will be payabie in respect of any vacant stards 47801 9 3 2 58
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TARIFF AND FREE BASIC SERVICES POLICY
Inclusion of Category G as per Indigent Policy.

WRITE-OFF POLICY

8.4 Untraceable Debiors

6.4.1 Where for any reason the forward address of a debtor b
deblor becomes uniraceable from the crent addrass,

Thus
the debtor.

642 Any amount owed by a deblor that has become untracesble must, after notiﬁcation§
SR e W % be written off -or-sold to-a-debt-colisction

543 Debt written off in the above instances will automaticaily result in the debtor being
reported o the gredit bureau by the Municipality.

6.5 Special Armangements in prder to obtain a Clearance Certificate

651 In terms of legisiation the Municipality wili under normal circumstances pol issue a
clearance certificate on any property untess all outstanding amounts are peaid to date.
However due 1o the possible inefficiency of the Municipatity to implement iis credit
control poticy it mighi be possible that such a properly may have accumulated such a
significant oufstanding balance over a period of fime that it may not be within the
ability of the newowhersaller to pay such an amount in order 1o obtain a clearance
cerificate.

652 Where such circumsiances may prevail the prospaedtive new-ownscsalier may apply

1o the Municipality for relief of such outstanding debt or a portion thereof.

853 Upon receiving, such appfication must be submilted fo the commitiee for
consideration. In reviewing such application, the committse must ensure hai-

653.1 Al reasonable measures have aleady been isken fo recover the
outstanding amount from the current deblor.

6.5.3.2 The prospaciive-ipyor selier of the property is not in & financial position o
setftie the outstanding amount before a clearance cerlificate is issued.

CREDIT CONTROL AND DEBT COLLECTION POLICY
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(i) where the discovery is in favour of the custome

coimection i terms of accounis billed monthiv may apply In respect of an
account from @ date no more than 3 (fhree) years / 36 months back from the
date on which the error on the accouni was disseveredéf and ihe comedtion

shall be based on the tarifis applicable during the period.

ray not be sold within a period of Sighkthree years from the dete that the owner

ify as a registered indigent. !n':"'the case of the property being s0id inside a

period of eight-ihioe years the arrear debt, excluding any furtther accumulated
interest, will be recovered befors a clearance cerdificate is issued.

4780193255
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20. WRITE OFF OF IRRECOVERABLE DEBT

h The objective to write off irecoverable debt is to have a debt book that does not reflect

imecoverabla debt.

{2y For this purpose Gouncil should adopt and implemsnt a write off poiicy to formatlize the

processes for writing off such debts

{3}

AESSEGIA LOUAL MUNMICPALITY

DRATT POAICY T4 REGULATE CUSTONER CARE MANAGERENT, UREIHY CONIRGL AND
DERY COLLECTION FOR THE 202672827 FINANCIAL YEAR -

Flmal, FOR SaPLEMENTATION FROBE € JULY 2098

& =

Property rates policy:

“agricuttural -purpese property” in-sialion
propamty-for-the purposs ol sce-toutssm-or-fer-the-trado-n-or hunling o gama; moans property

N 4780193258
- MUNISIPALITEIT HESSERU/
__DE F’ARE MENT FINANSE

RESSEQHA 1 OCAL MUMICIPARLITY
DRAFT PROPERTY RATES POLICY FOR 2826J2027 FINANTIAL YEAR
FOH INMPLERENTATION OR 1.30LY 2626

that is used primaniy for aqgriculursl purposes bidd withows derogating from section 9 excludes

gy prodion thereof that is used commaicially for the hospdality of quests, and excludes the
uss of the property for the purpose of eco-tounism or for the frading m or hunding of game;




IS LD,

H40% o more. of the-exiant of fames-is boing-usad for commarcial - business-or-industis]
purposes. (such-as-imck depols-sonsirugtion yards orfacienes)these prapedios do-not-gualify

b. on mineral rights within the meaning of paragraph {b) of the definition for “property” in

section 1 of the Act.

G on the first R15 000 of the market value of all residectial properiies contemplated in

ierme of sechon 17{ 1R of the Act. Vacan! land does not gualify for this rebate.

82 2 2 The Municipality grants a rebate, to be determined on an annual basis, for retired and disabled

persons that do not gualify in termns of Council’'s approved Indigent Policy. For the Z026/2027
financial year rebates will be applied as follows: -

Lons.-sxciudod-PAY E-aadmedical sid-conbributionse

a-medicstsohomo registersd-ntorms of-the Modical-Schemes- Aot armodical
insuranes undopariten byv-a ragistered financial senvices provided- RO —H3 500 per

{ab} Gross income {prior to any deductions, excluded PAYE and medical aid contributions ta a

medical scheme registerad in ferms of the Msdical Schemes Act or medical insurance
underwritten by a registered financial services providery} H5-50004 o R4 GO0 00RO

g 2 2.3 Additionat rebates for owners who qualify in terms of clause $2.2.2 (additional 1o 9.2.2.2 on

balance of rates) can be granted to owners or usufructuaries if they can be calegorised i one

of the following age cateqories: -

{a}y 60 o 70 years — 25%,;
(b} 7110 8D vears — 50%,; and
(c) 81 years and older — 75%.

4780193258
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4. TARIFF INCREASES
4.1 PROPERTY RATES - increases by
4.2 WATER - increases by 4.5%
4.3 ELECTRICITY

4.5%
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All customers except indigent Average

customers 7.01%

Basic Fees 7.01%
Indigent O — 50kwh Tariffs Annexure A Free

51 — 350kwh Tariffs Annexure A 7.01%

4.4 SOLID WASTE - increases by 4.5%
4.5 SEWERAGE —increases by 4.5%



4.6 SUNDRY TARIFFS —increase between 0 — 5.6%
47 RENTALS - per contract
4.8 DEVELOPMENT CHARGES

e Approvals in terms of Hessequa Municipal Planning Bylaw of 2015 before 1

July 2023 — unchanged from 2025/2026.

e Approvals in terms of Hessequa Municipal Planning Bylaw of 2015 after 1 July
2023 — per table below {unchanged from 2025/2026)

VAT excluded | VAT included
Rand Rand
Waler Kiloliter per day 31 726.00 36 484 .90
Sewerage Kiloliter per day 32 564.00 37 448.60
Stormwater Run-off Coeficient per hectare 281250.00f 32343750
Solid Waste Removals per week 12 800.00 14 720.00
Roads Vehicle trip generation per day 3267.00 375705
REBATES

As per policies in Annexure B

INDIGENT SUBSIDIES

The budget makes provision for the following categories of indigent subsidy-

CATEGORY A:

« Income per household — R5 500
o Water — 6kl per household - free

o Electricity — 50KwH per household — free

» 100% Rebate — Property Rates (Valuation up to R850 000)

* No basic fees for Sewerage, Refuse and Water

CATEGORY B:

+ Discontinued (Included in Category A)

CATEGORY C: OLD AGE HOMES

e R150 contribution per qualifying person

473018325¢
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CATEGORY D - Residents who do not receive accounts

¢ As percategory A




CATEGORY E - CHURCHES

o 100% of basic services if 50% of the members of the church are on the indigent
register of the municipality.

CATEGORY F - CRECHE

« 100% of basic services if 50% of the learners’ parents are on the indigent register of
the municipality.

CATEGORY G — SENIOR CITIZENS CLUBS

+ 100% of basic services if 50% of the members of the club are on the indigent register
of the municipality.

EXECUTIVE MAYORAL COMMITTEE

The item is tabled at the Executive Mayoral Committee meeting of 27 May 2026, and
feedback will be given at the Council meeting.

COMMENTS: MUNICIPAL MANAGER / KOMMENTAAR: MUNISIPALE BESTUURDER

COMMENTS: DIRECTOR CORPORATE MANAGEMENT / KOMMENTAAR: DIREKTEUR
KORPORATIEWE BESTUUR

COMMENTS: DIRECTOR FINANCIAL SERVICES / KOMMENTAAR: DIREKTEUR
FINANSIELE DIENSTE

Operating budget:

The budget, excluding capital contributions, reflects surpluses of approximately R0,625
million, R17,831 million and R1,226 million over the 2026/27 MTREF period. The current
year adjustment budget provides for a surplus of R8,194 million.

The MTREF expenditure budget does reflect the costs necessary to provide services
efficiently and effectively:

= An effective budget is one that is adequate to deliver a service of the necessary quality
on a sustainable basis.

s An efficient budget is one that delivers services at the lowest possible cost.

REVENUE BUDGET

Municipalities are required to justify all increases in excess of the proj ﬁq { Ibaéion
target for 2026/27 in their budget narratives and pay careful atjgtiem o, hﬁéﬁ%@'ﬁ@t{@,u !
incidence of tariff increases across all consumer groups. Consyiper, BRgastadex-(GRNs s
inflation is forecasted to be 3.7%.

27 MAY 2076
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The budget provides for a 4.5% increase on property rates and services, excluding
electricity. Electricity tariffs increase by 7.01%. The councils budget guidelines provided for
the following:

Property rates and service tariffs (excluding electricity) increase to a maximum of 4.5%.

A growth factor of 1%, based on current and past actual results, has been factored into the
revenue forecasts for 2026/2027.

Comment:

After the 4.5% increase on property rates and service tariffs, the budget reflects a surplus of
R625 126.

s Water increases by 4,5%

Water is a scarce commodity, and its usage must be managed carefully by everyone.
The budget provides for an increase of 4.5%, while the approved bulk purchases from
Overberg Water increases by 10,0%. The municipality did query the high proposed
increases but the request for a lower increase was not granted by Overberg Water.

e Refuse increases by 4.5%

There is an increase in the percentage Gross Profit from 39.26% in 2025/26 to 42.83%
in 2026/27. The adopted budget of 2025/26 had a Gross Profit of 35.31% but this has
been adjusted upward during the adjustment budget because of savings identified
during the main adjustments budget. The savings were moved to other functions within
the municipality where it was needed. It should be noted that a percentage of refuse
removal revenue should be allocated to the cost of governance and administrative
functions, to be fully cost reflective. Currently these costs are assumed to be funded out
of property rates. When this allocation is made in future budgets, the gross profit on the
service will decrease substantially or be eliminated. In addition to the abovementioned
allocation, the refuse removal service continues to fund the reprioritised funds of the
current year and any surpluses are to contribute to Capital Infrastructure Investment.

o Property Rates increases by 4.5%
The following table show the property rates levies per area for the MTREF period:

4780193258
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15219649

1889675

156 269 739

SnLBAAl WEST 60 560877
MELKHOQOUTFONTEINDORP 913900
JONGENSFONTEN 15 343 830
STNLBAAI - FARMS 444 156
SLANGRIVIER 565 505
GOURITSMOND X1 6 389487
AL BERTINIA 5149445
THERONSVILLE 1812389
HEDEH BERG 75556 331
VWITSAND 14 786 469
MOSSH.BAY RD 149 852
sSvwHELL BENDAM D 6 352 368
RIVERSDALERD 15 750 827

168 153 499_58

The table below sets out the rates income per category.

e come
BUSINESS AND COMMERCIAL 8 677 832
INDUSTRIAL PROPERTIES 1440 615

47801932546

PUBLIC BENEFIT ORGANISATY 96 244
MUNISIPALITEIT HESSE U

VACANT LAND RESIDENTIAL 12 548 465
AGRICULTURAL PROPERTIES 15 978 989 DEPARTEMENT FINANSIES
VACANT LAND BUSINESS 250 549 w0 .

VACANT LAND INDUSTRIAL 256 305 Pkl 1T MAY 1075

RESIDENTIAL PROPERTIES 126 533 503 HESSEQUA MUNICIPAL ™Y
PUBLIC SERVICE PURPOSES PI 2 190 974 FINANCIAL DEPART: +
VACANT LAND PRIVATE OPEN| 132 569

168 153 500

Residential properties contribute the most to Councils revenue from property rates.
Larger municipalities depend on businesses and industries to subsidise the residential
tariff. Therefore, comparisons between municipalities with different revenue bases does

not make sense.

Sewerage increases by 4,.5%

The budget for 2025/26 has been adjusted downwards from a profit of R13.261 million
to R11.793 million. This is attributed to increased costs related to the treating of
sewerage. Budgeted profit for 2026/27 increases to R19.864 million (41.05%). It should
be noted that a percentage of sewerage revenue should be allocated to the cost of the

governance and administrative functions, to be fully cost reflective. Currently these
costs are assumed to be funded out of property rates. When this allocation is made in
future budgets, the gross profit on the service will decrease substantially or be

eliminated. In addition to the abovementioned allocation, the refuse removal service

11



continues to fund the reprioritised funds of the current year and any surpluses are to

contribute to Capital Infrastructure Investment.

» Electricity increases by an average of 7.01%

A press release by NERSA recommends bulk purchase of electricity increase by 9.01%
for municipal customers. The Budget Steering Committee recommended on 26
February 2026, that the electricity tariff increase passed on to customers should be 2%
less than what ESKOM would charge the municipality and this therefore translates to a

7.01% tariff increase as contained in the draft electricity tariff application to NERSA.

For indigent households the tariff increases for electricity consumption (51 to 350 Kwh) per

month will also increase by 7.01%. — (0 - 50Kwh free)

The following has been included in the tariff policy from the 2023/2024 budget year and

remains effective:

9.1.2.2 As an option, consumers that are in the category single-phase, non-indigent
households 21-32A, or consumers who downgrade to this category, have the
opportunity to convert to an altemative one-part tariff, oniy if the Municipal
valuation for the property does not exceed R 850 000.00 as at 31 December
in the preceding financial year.

Revenue by source and as a percentage of the total revenue budget is reflected in the table
below:

4780193258
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WC042 Hessequa - Table A4 Budgeted Financial Performance (revenue)

Description 202627 Medium Term Revenue & Expenditure Framework

i }'-;;: Ad]usted Budget . ‘i BudgetYear | -. - |‘BudgetVer |  -* - . | BudgetYear| - -

R thouisand G ) 2025126 - % Share |- 2026727+ | . % Bhare. | 2027428 -1 < %%haré | - 202829 .{ . %Share

Ravenue By Source
Property rakes 148 312 17.5% 156 655 17.8% 165 106 17.7% 174021 18.1%
Service charges - slBclricly revenue 258 387 30.5% 276282 3% 300678 323% 327228 34.0%
Service charges - water revenus 54 186 6.0% 1386 T.0% 4148 6.9% 67035 7.0%
Sarvice: tharges - sanltafon revenus 32413 3.8% 34185 39% KLES 38% 74z 39%
Service charges - refuse revanug 37 436 4.4% 39599 4.5% 41 381 44% 43243 45%
Rentgl from fixed assets 4622 0.5% 4992 0.6% 5381 05% 5822 0.8%
Inferest earned fom Currentand Mon Cuerent Asseks 36 0465 4.3% 3761 3.6% 30 585 33% 32410 34%
Inierest earned from Receivables 3m9 0.4% 3511 0.4% 3669 0.4% 3834 0.4%
Interest {Non- Exchange} 911 0.1% 1021 0.1% 1030 0.1% 1035 0.1%
Fines, Penalies And Forksils 110 061 13.0% 102 834 1.7% 107 458 11.5% 1223 1.7%
Licances and permik {Exchange) 7 0.0% 2 0.0% 2 0.0% 2 0.0%
Licances and permits {Non-Exchange) 2552 0.5% 2691 0.3% 2812 0.3% 2938 0.3%
Agency services 3716 0.4% 3884 0.4% 4012 0.4% 4144 0.4%
Trangirs recognised - aperational T97H 9.4% 83081 10.1% 80 921 9.5% 92835 9.6%
Sale of Goods and Rendering of Services 33 267 39% 41811 4.7% 24523 2.6% 23933 2.5%
Operabonal revenue (Exchange) 11 390 1.3% 11293 1.3% M7 1.3% 1223 1.3%
Operatonal revenue {Non- Exchange) 13264 1.6% 13396 1.5% 13 386 1.4% 1339 14%
Gains on disposal of Assel _ 14o00 |  17% 8OO, 09% 280001 30% _ 10000 10%

Total Rwenue(excludlng capl!al transfers aml SUCBATSTR | 1002%) oo BBR392 0. - . 100.0%] . 930600 - 100.0%) - . 963T4D | . . 100.0%

conf.rlbutluns) e L .. R I P20 I R N P T PR TN IS

Total Revenie from Rstes & Sarvics Charges T 54793 6NN 56817 [ §a4%F 607050 §52%F 64860 | 6T.3%

Electricity remains Council's main revenue source, and this will have to be protected.

Hessequa Municipality has undertaken a detailed assessment of its long-term electricity
supply sustainability, driven by rapidly rising bulk supply costs, increasing load volatility, and
the financial risks associated with sole reliance on Eskom. To address these challenges, the
Municipality commissioned a large-scale solar PV and battery storage assessment from
Herholdts Group.

The simulation results show that the municipality currently consumes approximately 82,682
kWh per day, while the proposed system will produce an estimated 53,612 kWh per day,
supporting substantial grid-independent supply.

Financial modelling demonstrates a projected 14% reduction in vear 1 annual electricity
expenditure. These outcomes confirm that the renewable energy investment is financially
justified and is a necessary intervention to secure long-term municipal energy stability.

The Municipality seeks approval from NERSA for a tariff increase that will support the
implementation of its renewable energy programme and ensure long-term electricity supply
sustainability.

The Cost of Supply study was based on a 8,76% bulk purchase increase from ESKOM and
required a tariff increase of 8,95% to cover all the planned expenditure in the Electricity
trading service. NERSA communicated on 10 March 2026 that the actual ESKOM increase
applicable to Municipalities is 9,01% effective 01 July 2026 which would translate to a
higher increase to consumers at approximately 9,20%

The Budget Steering Committee considered the potential savings fi E,_ Qu/
Plant to be commissioned at an estimated date of Oclober 20268 a SP ENCSI ES
initial saving to the consumer instead of repaying the Capital “out

municipality and Western Cape Government for the construction of the p
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The Budget Steering Committee then recommended on 26 February 2026, to Council, that
the electricity tariff increase passed on to customers should be 2% less than what ESKOM
would charge the municipality and this therefore translates to a 7,01% tariff increase as
contained in the draft electricity tariff application to NERSA.

The National Treasury issued a tariff setting tool and guide as part of MFMA Budget Circular
No. 98 (refer item 4.2) in December 2019 and since 2019, has encouraged municipalities to
utilise the tool. An updated Tool has been made available with the release of Mscoa Budget
Circular 132 in December 2025. The Tool is submitted as an annexure to this budget

document.

EXPENDITURE BUDGET

o Employee Related Cost increase by 8.16%

The following positions are included in the MTREF budget for 2026/27.

ST NG TRABKIT o - | DIRECTORATE -+ ¥ 2 COMPANY
LAW ENFORCEMENT OFFICER LAW ENFORCEMENT COMMUNITY SERVICES TG R 308 229
LAW ENFORI(_Z_EMENT QFFICER LAW ENFORCEMENT COMMUMNITY SERVICES TG R 308 238
ASSISTANT TOWMN PLANNER TOWN PLANNING DEVELOPMENT PLANNING Ti2 R 617 447

T6 (Subject
to Task
MEDIA OFFICER CORPORATE SERVICES CORFPORATE MANAGEMENT e\ra_l__L_J__ation:l R 181 872
R 1425796
Ratio's:

The table below reflects expenditure per classification. Employee related costs
represent 32.90% (34.09% including council remuneration) of the total expenditure
budget. New posts in future will have to be limited to an absolute minimum. The non-
filling of posts will adversely affect service delivery in the medium to long term.

Expenditure by type and as a percentage of the total expenditure budget is reflected in the

table below:
CATEGCRY OF EXPENDITURE
g s Budget) U Budgets | ol ['Budget-| .. |‘Budget | .
Expenditura By Type - 7 - - 2025026 | % - | 3d026/27. | % 12027/28 | % © [2027/28% - %
Employee related costs 269 382 | 32.10% 290063 | 32.90%| 303 304 | 33.23%| 318955 | 33.14%
Remuneration of councillars 10038 | 1.20% 10 537 1.19%| 10969 | 1.20%( 11418 1.19%
Debt impairment 93814 | 11.18% 82 667 0.38%| 86358 | 9.46%( 90216 9.37%
Irrecoverable debts written off 99181 1.18% 10 473 1.19%| 10944 | 1.20%( 11436 1.1%%
Depreciation & agset impaiment 521881 6.22% 54 556 6.19%1 60965 | 6.68%| 65676| 6.82%
Interest 20308 | 2.42% 23438 | 266%| 24391 | 267%| 30378| 3.16%
Bulk purchases 214 192 | 25.52% 223018 | 25.29%)| 240 257 | 26.32%| 258 829 | 26.89%
Inventory Consumed 45274 | 5.40% 49636 | 5.63%| 51434 | 563%| 53105| 552%
Contracted services 70372 8.39% 82 827 9.3%%| 67266 | 7.37%| 6319%| 6.57%
Transfers and grants 2509 | 0.30% 2775 0.31%| 2874 | 031%| 2972| 031%
Operational costs 51179 6.10% 51778 587%| 54006 | 592%| 963304 o585%,
Total - e | 830183 [ 100.00%| - 881766 | 100.00%)| 912 768 [NHObOPE | PAR A1 FIOD.POBIE SE Lt/
DEPARTEMENT FINANSIES
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CAPITAL BUDGET

It is crucial for the municipality to promote growth and to be able to balance its revenue and
expenditure. NT has requested municipalities to increase their budget out of own funds for
the following reasons:

To be financially sustainable in future

To alleviate pressure on tariff increases

To be less dependent on grants

The budget for 2026/27 from own funds is R120,599 million, which is R 10,599 million
more than the updated Long-Term Financial Plan. The approval of excessive capital
budgets will lead to serious cash flow problems in future. All capital expenditure, either
out of own funds or from grants, has a big impact on the operating budget, and the

i . Adj. Budget *| ~~Budget | ~Budget ' | - Budget -

T 12 - 2028026 .| 2026/27- | -2027/28. | 202829
Own funds 93729039] 77208844] 100598612]  38333200] 69 789 000
External loans o] 50000000 20000000] 70000000 34 600000
Grants & Subsidies 143409880 55169275| 55799150  32485250| 68 062 600
237138918| 182378119| 176397762] 140818450| 172 451600

municipality becomes more expensive year on year,

[t is absolutely of the utmost importance that the capital budget mainly be spent on
revenue generating assets. Large spending on non-revenue generating assets will

result in debtors not being able to pay their accounts. Capital spending musi;be gone,in;

such a way that service delivery can take place in a sustainable mamn&RISIPALITEIT HESSEC 1)/
DEPARTEMENT FINANS =S

2. Spending per ward, consolidated wards and the whole Hessequa area 2 7 MAY 7025 W

The following table shows the capital spending per ward

U M

ASIPAL A HESSEGUA

udget 2026/27

BudgetES
2027128 1IN A

DBQQQ%UML

IPALITY

Thi-

12 296 500 2 447 250 8 271 750

43 985 500 17 001 250 1070 750

22 531 062 3 861 400 15 917 Q00

9 385 000 8 755 000 2 760 000

2 100 000 7102 622 2 901 500

i 2332 250 5 748 050 4314 059

i 16 211 800 21 502 250 41 169 750

i 300 000 10 664 628 22 662 926

i 18 794 500 830 000 5027 500

- 3 136 000 3 278 000

Wards 6,7,8 {13) 26 129 150 | 7 480 000 19 626 365
Wards 5,9 {(11) 7 299 500 | 17 828 000 9 582 000
Wards 4,5,9 {11) - - -
Wards 1,3 {(10) 5 837 000 12 020 000 10 250 000
Wards 6,8 [ - - -
" 8 195 500 22 442 000 25 620 000

TOTAL .

Hessequa (HQ) _ _

| 176 397762

140 B18 450

172451600




3. Spending per Town in the whole Hessequa area

The following table shows the spending per Town.

TOWH -‘Budget 2026/27 |- 2027/28 S
Albertinia 43 985 500 1064 750
Heidelberg f 28 194 000 25 760 622 17 511 000
Witsand 7 625000 | 7 350 000 2 335 000
Riversdal 44 973 200 48530928 [ 91051100
Stilbaai 22 169 500 16 479 250 29 845 750
Jongensfontein 13661062 | 1 131 400 2 257 000
Gouritsmond i 5 834 000 718 000 2 342 000
Slangrivier 1 760 000 1 205 000 425 000
Hessequa i 8 195 500 22 642 000 25 620 000
FOTAL - i T 196307 762 ] . 140 818450 [ 172451 600 -

Full detail of the capital budget is in the report. The procurement plan for the capital
budget is attached per Annexure D.

COMMENTS: DIRECTOR DEVELOPMENT PLANNING / KOMMENTAAR: DIREKTEUR
ONTWIKKELINGSBEPLANNING

The recommendations are supported.

COMMENTS: DIRECTOR TECHNICAL SERVICES / KOMMENTAAR: DIREKTEUR
TEGNIESE DIENSTE

The content of the report is noted and the recommendations supported.

COMMENTS: DIRECTOR COMMUNITY SERVICES / KOMMENTAAR: DIREKTEUR
GEMEENSKAPSDIENSTE

The content of the report is noted and the recommendations are supported.

COMMENTS: MANAGER LLEGAL SERVICES /| KOMMENTAAR: BESTUURDER
REGSDIENSTE

COMMENTS: MANAGER STRATEGIC SERVICES / KOMMENTAAR: BESTUURDER
STRATEGIESEDIENSTE 4780183258

MUNISIPALITEIT HESSE O

v
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COMMENTS: OTHER / KOMMENTAAR: ANDER V4

U MASIPALA HESSEQUA
T

HESSEQUA MUNICIFAL
RECOMMENDATION / AANBEVELING FINANCIAL DERARTIE

1. That the Executive Mayoral Committee supports and recommends that the 2026/27
MTREF operating budget be approved as follows:

16
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Budget Year | Budget Year | Budget Year

Description 2026/27 2027/28 2028/29

Total Revenue 882 391 564] 930599 843| 963 740 175
Total Expenditure 881 766 438 912 769 327| 962 514 383
surplus/{Deficit) 1267 17830 5: 5792
Capital Transfers & Subsidies 55 799 150 32 485 250 68 062 600
Surplus/(Deficit) after capital transfers | ‘56424 276 - 50 315 766| 69 288392

2. That the following tariff increases for 2026/27 be approved:

PROPERTY RATES: 4 5%
WATER: _ 4.5%
SOLID WASTE: 4.5%
SEWERAGE: 4.5%
ELECTRICITY

All customers except indigent Average

customers 7.01%

Basic fees 7.01%

Indigent 0 — 50kwh Tariffs Annexure A Free

51 — 350kwh Tariffs Annexure A 7.01%
SUNDRY TARIFFS: 0-56%
RENTALS: Per Contracts
DEVELOPMENT CHARGES

1. Approval in terms of Hessequa Municipal Planning Bylaw of 2015 before 1 July 2023
-~ unchanged from 2025/2026

2. Approval in terms of Hessequa Municipal Planning Bylaw of 2015 after 1 July 2023 —
as per table below (unchanged from 2025/2026):

VAT excuded | VAT included

............... . Rand R&d ;

Waler Kiloliter per day 31726800 36 48490

Sewerage Kiloliter per day 32 584.00 37 44860

Stormwater Run-off Coeficien! per hectare 2812850007 32343750

Solid Waste Removals per week 12 800.00 34 72000
Roads Vehicle trip generation per day MUN. FS%WE%? {j %55?.g§ .

3. That the tariffs as set out in Annexure A be approved with effect FREPRRIERI26T =iy an=

4. That the electricity tariffs be approved, subject to NERSA’s approval. 27y oy I
g / PP

‘-’lh-\u
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5. The following positions are included in the MTREF budget for 2026/27.

L ENFORCERMENT QIFICER LAY ENFORCEMENT CONBAJNTY SERVICES 5 R 308 237
Loy ENFORCEMENT DPFITER LAWY ENFORLEMEMY LOMMUMTY SERVICES i1 K 308 133
AERITENT TOWHN PLONNKER TOWN PLANNMNG CEVELDPALENT PLARNING T12 gELY Q27
6 [Subia
o Task
800 O ER CORPORATE SERVECEE CORFORATE MANASEMENT |svamation) %121 8371
R 1425 798

6. That the 2026/27 MTREF capital budget be approved and financed as follows:

124 pem

Capital Expenditure 176 397 762 140 818 450 172 451 600
Finance Source

Internally Generated funds 100 598 612 38 333 200 69 782 000
Borrowing 20 000 000 70 000 Q00 34 600 000
Grants & Subsidies 55 799 150 32 485 250 68 062 600

7. That the budget related policies and By-Laws as set out in Annexure B be approved.
e Property Rates Policy (B1)
* Indigent Policy (B2)
e Credit Control and Debt Collection Policy & By-Law (B3)
e Tariffs and Free Basic Services & By-Law (B4)
o Write-off Policy (B5)
e Cash Management and Investment Policy (B6)
» Asset Management Policy (B7)
» SCM Policy (B8)

+ Virement Policy (B9) MUNIS!Piﬁ?‘é???gQEEe
e Liquidity Policy (B10) DEPARTEMENT FiNaNS s

« Bormowing Funds and Reserve Policy (B11) M/ )7 MAY 13

s Cost Containment Policy (B12) U MASIPALA HEZSEQ
+ Development Charges Policy (B13) HESSEQUA MUNICIFAL
« Budget Policy (B14) FINANCIAL DEPART:
¢ Long- Term Financial Policy (B15)
+ UIFW Reduction Strategy Policy and Procedures (B16)
» Capital Expenditure Framework Prioritisation Progress (B17})
8. That National Treasury’s Circulars no. 132 and no. 134 as per annexure C, be noted.
9. That the capital procurement plan as per Annexure D, be approved.
10. That the Property Rates Reconciliation as per Annexure E, be approved.

18



11.

12.
13.

14.
15.
16.
17.
18.

19

That the MTREF and National Treasury budget schedules attached as Annexure F,
be approved.

That National Treasuries tariff tool as per Annexure G, be approved.

That the Provincial Government SIME report/ presentation and Councils response as
per Annexure H, be noted.

That the mScoa Roadmap as per Annexure |, be approved.

That the Long-Term Financial Plan as per Annexure J, be approved.

That Councils response to comments received as per Annexure K, approved.
That the communication received from NERSA as per Annexure L, be noted.

That the locking of the budget immediately at the start of the new financial year on 01
July 2026, be approved.

. That the item be referred to Council for approval.

AGENDA ITEM APPROVED BY / AGENDA ITEM GOEDGEKEUR DEUR:
Director Financial Services — G Goliath

ATTACHMENTS / STAWENDE DOKUMENTE

c © O o O O O O O 0O o0 o

Budget Report- Will be distributed via email

Annexure A (Tariffs)

Annexure B {Budget related Policies & By-Laws}

Annexure C (National Treasury - Circulars no. 132 and no. 134)

Annexure D (Procurement Plan)

Annexure E (Property Rates Reconciliation}

Annexure F (MTREF & National Treasury formats) Will be distributed via email
Annexure G (Nationa! Treasury Tariff Tool) Will be distributed via email
Annexure H (SIME Assessment and Municipality’s response)

Annexure | (Mscoa Roadmap)

Annexure J (LTFP)

Annexure K {Councils response to comments) Will be distributed via email
Annexure L (NERSA Communication})

4780193258
MUNISIPALITEIT HESSEQuU

| DEPATEMENT FINANSIES

L 17 May 006

UMASIFALA HES
SEQUA
f:_ESSEQUA MUNICIPALITY
INANCIAL DEPARTMENT
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