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Original budget — Prescribed in Section 28 of the MFMA. The formal way a municipality can
revise its budget during the year.

Budget — The financial plan of the Municipality.

Budget-related Policy — Policy of a municipality affecting the budget or affected by the budget,
such as the tariff policy, rates policy and credit control and debt collection policy.

Capital expenditure — Expenditure on assets such as land, buildings and machinery. Any capital
expenditure must be reflected as an asset on the Municipality’s balance sheet.

Cash flow statement —A statement showing when actual cash is to be received and spent by the
Municipality. Cash payments do not always correspond with budgeted expenditure frameworks.
For example, when an invoice is received by the Municipality, it is regarded as expenditure in the
month; even it is not paid within the same period.

DORA - Division of Revenue Act. Annual legislation containing the total allocations by national
government to provincial and local governments.

Equitable share — A general allocation paid to municipalities. It is mainly aimed at rendering
assistance with free basic services.

Fruitless and wasteful expenditure — Expenditure done in vain and that could have been
avoided if reasonable care was exercised.

GFS - Government Finance Statistics. An internationally recognised classification system making
a type-by-type comparison between municipalities.

Grants — Money received from Provincial or National Government and other municipalities.

GRAP — Generally Recognised Accounting Practice. Standards set by the Accounting Standards
Board for generally recognised accounting practice to be used for municipal accounting.

IDP — Integrated Development Plan. The main strategic planning document of the Municipality.

Irregular Expenditure - in relation to a municipality or municipal entity, means:

° expenditure incurred by a municipality or municipal entity in contravention of, or that is not
in accordance with, a requirement of this Act, and which has not been condoned in terms
of section 170;

° expenditure incurred by a municipality or municipal entity in contravention of, or that is not
in accordance with, a requirement of the Municipal Systems Act, and which has not been
condoned in terms of that Act.

. expenditure incurred by a municipality in contravention of, or that is not in accordance with,
a requirement of the Public Office-bearers Act, 1998 (Act No. 20 of 1998); or

o expenditure incurred by a municipality or municipal entity in contravention of, or that is not
in accordance with, a requirement of the supply chain management policy of the municipality
or entity or any of the municipality’s by-laws giving effect to such policy, and which has not
been condoned in terms of such policy or by-law but excludes expenditure by a municipality
which falls within the definition of unauthorised expenditure.
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KPI’'s — Key Performance Indicators. Measurement of service outputs and/or outputs.

MFMA — The Municipal Financial Management Act — No. 56 of 2003. The main legislation
applicable to municipal financial management.

MTREF — Medium term Revenue and Expenditure Framework. A Medium-term financial plan,
usually 3 years, based on a fixed first year and indicative further two years budgetary allocations.
Also includes details of the financial position of the preceding and current year.

Nett Assets —Nett assets are the residual interest in the assets of the entity after all its liabilities
have been deducted. This means that the net assets of the municipality equal the "net welfare" of
the municipality, after all assets had been sold/recovered and all liabilities had been paid.
Transactions that do not fall under the description of Revenue or Expenditure, such as increase
in the value of Property, Plant and Equipment, where no in- or outflow of resources occurs, are
recorded under Nett Assets.

Operational expenditure — Expenditure on the day-to-day expenses of the Municipality, such as
salaries and wages.

Property rates — Property rates are levied in terms of the Local Government: Property Rates Act,
(Act 6 of 2004). Local authority rates based on the assessed value of a property. In order to
calculate the rates payable, the assessed value is multiplied by the rate in the rand.

SDBIP — Service Delivery and Budget Implementation Plan. A detailed plan consisting of quarterly
performance targets and monthly budget estimates. The SDBIP is used to measure the
implementation of the budget as the guideline for expenditure in terms of the IDP.

Strategic Objectives — The main priorities of the Municipality as set out in the IDP. Budgeted
expenditure must contribute to the achievement of the strategic objectives.

Unauthorised expenditure — in relation to a municipality, means any expenditure incurred by a

municipality otherwise than in accordance with section 15 or 11 (3) of the MFMA, and includes:

. overspending of the total amount appropriated in the municipality’s approved budget.

° overspending of the total amount appropriated for a vote in the approved budget.

. expenditure from a vote unrelated to the department or functional area covered by the vote.

o expenditure of money appropriated for a specific purpose, otherwise than for that specific
purpose.

o spending of an allocation referred to in paragraph (b) or (c) of the definition of “allocation”
otherwise than in accordance with the conditions of the allocation; or

. a grant by the municipality otherwise than in accordance with this Act.

Virement — A budget transfer.

Vote — One of the main segments of a budget.
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Abbreviations and Acronyms

AMR
MFMA
BPC
CBD
CFO
MM
CPI
CRR
DBSA
DoRA
DWA
EE
EEDSM
EM
FBS
GDP
GFS
GRAP
HR
HSRC
IDP
IT

k¢

km
MEC
MFMA
MIG
MMC
MPRA
MSA
MTEF
MTREF
NDP
NERSA
NGO
NKPIs
OHS
OoP
PBO
PHC
PMS
PPE
PPP
PTIS
RG
SALGA
SAPS
SDBIP
SMME

Automated Meter Reading

Municipal Financial Management Act
Budget Planning Committee

Central Business District

Chief Financial Officer

Municipal Manager

Consumer Price Index

Capital Replacement Reserve
Development Bank of South Africa
Division of Revenue Act

Department of Water Affairs

Employment Equity

Energy Efficiency Demand Side Management
Executive Mayor

Free basic services

Gross domestic product

Government Financial Statistics

General Recognised Accounting Practice
Human Resources

Human Science Research Council
Integrated Development Strategy
Information Technology

kilolitre

kilometre

Member of the Executive Committee
Municipal Financial Management Act
Municipal Infrastructure Grant

Member of Mayoral Committee

Municipal Properties Rates Act

Municipal Systems Act

Medium-term Expenditure Framework
Medium-term Revenue and Expenditure Framework
National Development Plan

National Electricity Regulator South Africa
Non-Governmental organisations

National Key Performance Indicators
Occupational Health and Safety
Operational Plan

Public Benefit Organisations

Provincial Health Care

Performance Management System
Property Plant and Equipment

Public Private Partnership

Public Transport Infrastructure System
Restructuring Grant

South African Local Government Association
South African Police Service

Service Delivery Budget Implementation Plan
Small Micro and Medium Enterprises

MSCOA Municipal Standard Chart of Accounts
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11 MAYOR’S REPORT

Honourable Speaker, Deputy Mayor, Chairpersons of the Portfolio Committees, Councillors,

Municipal Manager, Directors, Guest, Ladies and Gentlemen, good morning.

It is my honour to present the MTREF 2026/2027 Budget, of the Prince Albert Local Municipality to
you.

This budget reflects our vision, mission, policies, and long-term financial planning.

The entire country is experiencing a difficult economic climate. We must therefore make every
possible effort to alleviate poverty, while also ensuring that the municipality remains financially
stable and sustainable to deliver good-quality basic services to the communities we serve.

This budget was once again drafted under challenging circumstances, with the South African
economy under severe pressure. The economy was slowly recovering from the international
challenges affecting key economic drivers when the conflict in the Middle East introduced further
uncertainty across investment environments. This uncertainty raises questions about whether the
cost of basic goods and services will increase, and what the broader macro-economic impact on

South Africa, and the micro-economic impact on Prince Albert Municipality, will be.

The municipality's credit control measures, designed to assist all consumers, are faced with micro-
economic challenges. These mean that consumers battle to service their monthly utility bills. The
municipality continually puts processes in place to achieve financial sustainability at an affordable

level for consumers.

National Treasury annually issues MTREF Budget Circulars (MFMA Circulars 132 and 134) to guide
the budget process for the MTREF period. Among the objectives of these circulars is to demonstrate
how municipalities should undertake annual budget preparation in accordance with the budget and
financial management reform agenda, by focusing on key "game changers." These include ensuring
that municipal budgets are funded, that revenue management is optimised, that assets are
managed efficiently, that supply chain management processes are adhered to, that mSCOA is

implemented correctly, and that audit findings are addressed.

Headline inflation is expected to increase from 3.2 per cent in 2025 to 3.4 per cent in 2026, driven by
higher food prices — particularly meat, due to supply disruptions linked to foot-and-mouth disease.

Inflation is forecast to ease to 3.3 per cent in 2027 and 3.2 per cent in 2028, although risks from
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geopolitical tensions, exchange rate volatility, administered prices, and animal disease outbreaks
remain elevated. The reduction of the inflation targets to 3 per cent with a 1 percentage point tolerance
band is expected to structurally reduce inflation, helping to protect real income levels

In April 2024, the National Treasury initiated a comprehensive review of the budget process, with the
goal of identifying and implementing reforms that would enhance the efficiency, transparency, and
effectiveness of public resource allocation. This review has resulted in a set of accountable reform

proposals outlined below.

For the 2026/2027 financial year, overall direct allocations to local government amount to R182.3
billion, made up of R110.1 billion in the local government equitable share, R54.7 billion in direct
conditional grants, and R17.5 billion in the general fuel levy sharing with metros. These allocations
alleviate some of the financial pressures’ municipalities face, particularly in basic services where the
cost of delivery continues to rise. Overall direct allocations to local government grow at an annual
average rate of 3.1 per cent, and the local government equitable share and related allocations grow
by 4.4 per cent over the 2026 MTREF period.

Prince Albert Municipality is in the fortunate position of honouring all its commitments and is not on
the brink of bankruptcy. However, we will need to maintain strict financial discipline to ensure that
this position does not deteriorate. Many municipalities are unable to pay basic commitments such as
their Eskom accounts.

To become more sustainable, the municipality must grow its revenue base. Expenditure
management remains a constant challenge - it is extremely difficult to address all the needs of the
community. Requests for grant funding consistently exceed the availability of funds. Therefore,

difficult decisions were required to arrive at realistic and achievable outcomes.

Cost containment measures, as emphasised in MFMA Circulars 82 and 97 and the Cost
Containment Regulations effective 1 July 2019, have been implemented. It is important to
emphasise that the continued implementation and enforcement of savings and austerity measures
remains essential to ensure the municipality's financial sustainability and its ability to focus on

delivering basic services to all.
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Cost Containment Best Practices

Conventional cost containment approach whereby all non-essential and nice-fo-

Ellmlnqhon have expenses are reduced.

Adqpﬁon Cost saving opportunities associated with the new-way-of-work.

B dl- Combining services to reduce costs. Typical example would be fo make use of a
un Ing single service provider for certain important business functions, shared service model.

Significant efficiency made by automating certain business processes. However
capital infensive and can lead fo job redundancies, increased training costs efc.

Avutomation

Idenftifying and reviewing case, project and process workflows fo remove bottlenecks,
and promote system integration.

Exploring more cost-effective alfernative goods and services without compromising

SUbSﬁiUﬂOn service level standards.

Consideration of how the life cycle of certain strategic assetfs can be extended

Rep UrPOSing beyond its original design.

Strictly applies to non-essential goods and services only. Municipalities should under
no-circumstances defer financial obligations or repairs and maintenance.

Deferment

forat] wesram Cane

Prince Albert Municipality income and expenditure budget for the 2026/2027 MTREF period, can be

summarised as follow:

2026/2027 MTREF
Budget Year Budget Year Budget Year
Type 2026/2027 2027/2028 2028/29
R '000 R'000 R'000
Revenue 120 237 128 890 157 957
Expenditure 141 415 147 170 161 684
Surplus / Deficit before
capital transfers (21 178) (18 279) (3727)
Capital Transfer 24 674 31 759 145 923
Surplus / Deficit
inclusive of capital
transfers 3 496 13 480 142 196

The income and expenditure figures in the table above are influenced by the following factors,

among others:

o The municipality's budget reflects a deficit before capital transfers of R21.178 million, as
indicated in the table above. However, the 2026/2027 MTREF Budget remains funded when
comparing operational revenue and expenditure, excluding non-cash items such as
depreciation, amortisation, and irrecoverable debts written off, as stipulated in Schedule A4 of
the budget schedules.
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o Prince Albert Municipality operates on an absolute minimum staff complement. The municipality
is unable to fill most vacant posts on the organogram. The vacant positions budgeted in the
Draft MTREF Budget 2026/2027 were identified in the Auditor General Report and the SIME
Report by Provincial Treasury as critical to legislative compliance and operational procedures.

o Employee-related costs represent 36.50% of total operating expenditure, which remains within
the National Treasury norm of 32.00% — 41.00%.

o Annual salary and benefit increases are negotiated between SALGA (representing all
municipalities), IMATU, and SAMWU on a multi-year basis. Salary increases for officials other
than the Municipal Manager, Directors, and Councillors have been budgeted at 4.75%, with a
corresponding 4.75% increase on related fringe benefits, representing a total increase of 8.75%
on employee-related costs.

o The municipality's annual SALGA membership fee of R500 000 has been provided for in the
budget.

o Provision in the Draft 2026/2027 MTREF budget for Auditor General of South Africa, amounts
to R 3.456 million, representing 2.44% of budgeted expenditure.

o The municipality has budgeted for a 9.01% increase in bulk electricity purchases from Eskom.
Bulk electricity purchases represent 19.27% of total operating expenditure.

o The municipality submitted its Electricity Cost of Supply Study to NERSA on 20 March 2026.
The study indicated that the municipality needed to increase its electricity tariffs by 25% to
recover costs and to recoup the estimated R3 million loss incurred during the 2024/2025
financial year, when no electricity tariff increase was implemented. Public participation was
conducted from 20 February to 5 March 2026, during which a proposed increase of 27.00% was
presented. Following consideration of the inputs, comments, and objections received, the
municipality was able to reduce the proposed increase from 27.00% to 25.00% before
submission to NERSA.

o The municipality reduced its contracted services expenditure by R 2.585mil, from version 2 of
the Draft MTREF Budget 2026/2027, to the Draft MTREF 2026/2027 budget. Contracted
services represent 11.50% of the total expenditure in the Draft MTREF Budget 2026/2027.

o Provision in the Draft MTREF 2026/2027 budget has been made for the repair and maintenance,
of municipal assets to sustain basic service delivery. Repairs and maintenance represent
23.20% of the total expenditure in the Draft MTREF 2026/2027 budget.

o The revenue collection rate has been budgeted at 85%. This is below the National Treasury
norm of 95%. The revenue department will do everything in its power to institute vigorous credit
control and debt collection processes to improve this rate.

o Municipal services tariff increases in the MTREF 2026/2027 budget are summarised in the

tables below. They are based on a property with a market value of R1 000 000, monthly water
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consumption of 30kl and monthly electricity consumption of 1 500 units. This consumer account

is based on a conventional electricity meter connection.

Service 2025/2026 2026/2027 Increase
Budget Year Budget Year
Property Rates R 271.70 R 290.56 R 18.86
Electricity R 5138.93 R 7 478.25 R 2159.32
Water R 499.95 R 536.61 R 36.51
Sewerage R 258.28 R 273.77 R 15.49
Refuse R 202.10 R 218.27 R 16.17

o Prince Albert Municipality municipal services tariffs increased in the MTREF 2025/2026 budget
can be monthly summarised in the table below, based on a property with a market value of R500
000, Water 30kl and electricity 800 units. This consumer account is based on a conventional

electricity meter connection.

Service 2025/2026 2026/2027 Increase
Budget Year Budget Year
Property Rates R 133.78 R 143.08 R 9.30
Electricity R 3 538.96 R 5 122.58 R 1 583.62
Water R 499.95 R 536.61 R 36.51
Sewerage R 258.28 R 273.77 R 15.49
Refuse R 202.10 R 218.27 R 16.17

o The municipality has made provision for capital expenditure to the amount of R 8.190 million,
funded from its own reserves, for various capital projects during the MTREF Budget 2026/2027.

o Compulsory statutory provisions have been made for the devaluation of assets, bad debt and
GRAP provisions for post-employment medical contributions and long service awards.

o Prince Albert Municipality had been allocated conditional grants totalling R34.748 million in
National and Provincial allocations for the MTREF 2026/2027 budget.

Council’'s strategic objectives of service delivery include the continuation of an acceptable level of
services and improvement in areas still in need of development. It remains a priority of Council to
maintain service delivery within affordable levels. | want to commend the combined efforts of the
political leadership and management of Prince Albert Municipality for their work in balancing this
MTREF 2026/2027 budget under extremely difficult conditions.

| thank you.

Executive Mayor: Prince Albert Municipality
CllIr. Linda Jaquet
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1.2 COUNCIL RESOLUTIONS

Stipulations in Section 16 (2) of the MFMA, stipulates that the Mayor must table the Draft 2026/2027
MTREF Budget at a Council meeting, at least 90 days before the start of the new financial year, thus

means on or before 31 March each year.

The following resolutions are presented to Council for the approval of the Draft 2026/2027 MTREF
Budget:

Resolutions:

1. The Council of Prince Albert Local Municipality, acting in terms of section 16(2) of the Municipal
Finance Management Act, (Act 56 of 2003) approve the Draft 2026/2027 MTREF Budget as
presented by the Executive Mayor:

1.1. The annual budget of the municipality for the financial year 2026/2027 and the multi-year and

single-year capital appropriations as set out in the following be approved:

1.1.1. Budgeted Financial Performance (revenue and expenditure by standard classification)
(MBRR Table A2).

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

1.1.3. Budgeted Financial Performance (revenue by source and expenditure by type) as
contained (MBRR Table A4); and

1.1.4. Multi-year and single-year capital appropriations by municipal vote and standard
classification and associated funding by source as contained in (MBRR Table A5).

1.2. The financial position, cash flow budget, cash-backed reserve/accumulated surplus, asset

management and basic service delivery targets are presented as set out in the following:

1.2.1. Budgeted Financial Position as contained in (MBRR Table A6).

1.2.2. Budgeted Cash Flows as contained in (MBRR Table A7).
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1.2.3. Cash backed reserves and accumulated surplus reconciliation as contained in Table
(MBRR Table A8).

1.2.4. Asset management as contained in (MBRR Table A9) as well as Annexure “E”; and

1.2.5. Basic service delivery measurement as contained in (MBRR Table A10).

2. The Council of Prince Albert Local Municipality, acting in terms of section 75A of the Local
Government: Municipal Systems Act (Act 32 of 2000) approves with effect from 1 July 2025; the
tariffs for property rates, the tariffs for electricity, the tariffs for the supply of water, the tariffs for

sanitation services, the tariffs for solid waste services as attached be approved.

3. The Council of Prince Albert Local Municipality, acting in terms of 75A of the Local Government:
Municipal Systems Act (Act 32 of 2000) approves with effect from 1 July 2025 the tariffs and fees
for other services inclusive of all miscellaneous tariffs as attached by approved.

4. To give proper effect to the municipality’s annual budget, the Council of Prince Albert Local

Municipality approves:

4.1. That cash backing be implemented through the utilisation of a portion of the realisable
accumulated surplus that may be realised as at the end of the financial year to ensure that all
capital reserves and provisions, unspent conditional grants are cash backed as required in
terms of the municipality’s funding and reserves policy as prescribed by Section 8 of the

Municipal Budget and Reporting Regulations.

5. That the following budget related policies attached be approved by Council.

Budget Policy

Credit Control and Debt Collection procedures/policies.
Asset Management Policy

Asset Disposal Policy

Petty Cash Policy

Remuneration Policy

Indigent and Subsidy Policy

Property Rates Policy

© ©® N o g s~ W N PRF

Supply Chain Management Policy
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10. Virement Policy

11. Tariff Policy

12. Cash Management and Investment Policy

13. Unauthorised, Fruitless and Wasteful Expenditure Policy
14. Funding and Reserves Policy

15. Travelling and Subsistence Policy

16. Overtime Policy

17. Prince Albert Municipality Preferential Procurement Policy
18. Prince Albert Municipality Relocation Policy

19. Vehicle Allowance Perk Scheme

20. Acting Allowance and Additional Responsibility Policy
21. Cell phone Allowance Policy

22. Standby Policy

23. Borrowing Policy

6. That the Service Level Standards attached be approved.

7. That the Report on the Cost Reflective Study and Long-Term Financial Plan be noted.

8. That the necessary amendments to all relevant by-laws be affected to give effect to the
amendments to the policies listed in recommendation 5 above be approved.

9. That the council of Prince Albert Municipality, acting in terms of Section 25 of the Local
Government Municipal Systems Act, (Act 32 of 2000) approves with effect from 01 July 2026, the

amendment of the 2024 — 2027 Integrated Development Plan.

10. That the Draft Service Delivery and Budget Implementation Plan for the 2026/2027 financial year

be approved.

11. That the detailed capital program per project, department, and funding source, already included
in the 2024 — 2027 Integrated Development Plan.

12. That the procurement plan per project attached be approved.

13. Supply Chain Management Systems of Delegations be approved
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14. That the Unauthorised, Irregular, Fruitless and Wasteful Reduction plan be approved by council.

15. mSCOA Road Map be noted by Council.
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1.3 EXCUTIVE SUMMARY

A budget is funded from realistically anticipated revenues to be collected; cash backed accumulated
funds from the previous year as well as borrowed funds to be utilised for capital projects. A budget is
realistic if it considers projected revenue for the current year based on the collection levels to date
and actual revenue collected in the previous financial year. Municipal budgets must be prepared on
this basis. The economic climate influenced the ability of municipalities to collect arrear debt. This

inability to exercise credit control measures decreased the collection rate in many municipalities.

The Budget for the 2026/2027 financial year and Medium-Term Revenue and Expenditure Framework
(MTREF) was once again drafted under challenging circumstances as the municipality is currently
caught up in an in a national economy that commence positive, but now have the economic
uncertainty due to the conflict in middle east, that could have potential to put households further under
severe financial pressure. It is therefore necessary to continue to apply prudent financial management
principles in the budget process of the Prince Albert Municipality to ensure that the municipality
becomes financially viable and that municipal services are provided sustainably, economically, and

equitably to all communities.

The IDP informs the budget and serves to aide in the review of the service delivery priorities as an
integral part of the municipality’s planning and budgeting process. The budget serves to address
crucial service delivery needs which is compounded by infrastructure services failures caused by
many years of inadequate maintenance and refurbishment. The current year budget continues to
prioritize the improvement in service delivery and focusses on long overdue replacement and

refurbishment of infrastructure which is critical to service delivery and to sustain revenue streams.

National Treasury’s MFMA Circulars No. 132 and 134 as well as prior years circulars were used to
guide and inform the compilation of the 2026/2027 MTREF.

Prince Albert Municipality collection rate for the 2026/2027 financial year is anticipated to be 85%. We
will have to make a concerted effort to increase this rate on all debtors’ accounts to achieve a 95%

collection rate in future years.

The main challenges experienced during the compilation of the 2026/2027 MTREF can be

summarised as follows:

e The low economic growth.

e The continued rise in unemployment.
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¢ Inflation risk that remains relevant in the current political and global economic climate.

e The current military conflict in the Middle East, and the continuous war between Russia and
Ukraine.

e Ageing water, roads, stormwater, sewer and electricity infrastructure and the need to maintain
current infrastructure versus the demand for new services.

e The need to reprioritise projects and expenditure within the existing resource envelope given
the current cash flow reality of the municipality.

e Theincrease in the cost of bulk electricity from Eskom which is again placing upward pressure
on service tariffs to residents and resulting in a decline in units sold.

e The demand for services that continue to outstrip the available resources.

o Decrease in capital and operational grants from National and Provincial Government.

The following budget principles and guidelines directly informed the compilation of the 2026/2027
MTREF:

o The 202/2026 Adjustments Budgets set the baseline for the budget of 2026/2027 and where
appropriate a zero-base budgeting principle has been used.

o Cost cutting and austerity measures have been applied in all expenditure categories and value
for money considerations are made when expenditure is incurred.

o Ensuring a cash funded budget and the strict application of prudent financial management
principles.

In view of the, the following table is a consolidated overview of the annual 2026/202 Medium-term
Revenue and Expenditure Framework:
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Table 1 Consolidated Overview of the 2026/2027 MTREF:

2026/2027 MTREF
Budget Year Budget Year Budget Year
Type 2026/2027 2027/2028 2028/29
R '000 R'000 R'000
Revenue 120 237 128 890 157 957
Expenditure 141 415 147 170 161 684
Surplus / Deficit before
capital transfers (21 178) (18 279) (3727)
Capital Transfer 24 674 31 759 145 923
Surplus / Deficit
inclusive of capital
transfers 3 496 13 480 142 196

Revenue increases with R 7.063mil to an amount of R 120.237mil for the 2026/2027 financial year
when compared to the 2025/2026, 3" adjustments budget. This is due to additional revenue raised
through increased tariffs. Total operating expenditure for the 2026/2027 financial year has been
appropriated at R 141.415mil and translates into a budgeted deficit of R 21.178 before capital
contributions. When compared to the 3 adjustments budget, operational expenditure increases with
R 5.932mil in 2026/2027. The expenditure for the two outer years, increases with R 18.503mil and
with R 19.700mil respectively towards the 3rd year of the MTREF. The capital transfers of R21.178mil
for 2026/2027 increased with R 9.39mil when compared to the 3™ adjustments budget of 2025/2026.
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1.4 OPERATING REVENUE FRAMEWORK

For Prins Albert Municipality to continue improving the quality of life of its communities through the
delivery of high-quality services, it is necessary to generate sufficient revenue from rates and services
charges. Itis also important to ensure that all billable revenue is firstly correctly charged and secondly
adequately collected. The prevailing economic circumstances is adding to the difficulties in collecting
the revenue that is due to the municipality and the promotion of operational efficiencies as well as
savings and austerity measures remain a priority in ensuring the availability of sufficient financial
resources to fund the MTREF.

The expenditure required to meet the needs of the community will inevitably always exceed available
funding, hence difficult choices must once again be made in relation to tariff increases and balancing

expenditure against realistically anticipated revenue streams.

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

Strengthening the financial position of the municipality.

Cost reflective tariff setting — The municipality will be appointed a service provider during the
2025/2026 financial year to conduct a cost reflective study, which might result that the municipality’s
future tariff structure, may be amended in the future.

An electricity cost of supply study was submitted to NERSA, to ensure that relevant cost elements are
recovered through appropriate tariff setting.

National Treasury’s guidelines and growth parameters have been considered in tariff increases and
where appropriate an explanation is provided for increases higher than 3.40% under the respective
services.

Above average tariff increases are proposed for the 2026/2027 financial year, this is of essence to
sustain and improve on service delivery standards and to ensure the long-term financial sustainability
of the municipality.

Electricity tariff increases as approved by the National Electricity Regulator of South Africa (NERSA),
subject to affordability as a once-off increase, will be implemented during the 2026/2027 financial
year, unless otherwise communicated by the municipal council.

The municipal council has adopted a principle of protecting the poor from excessive tariff increases
and will therefore endeavour to limit the increase to lower income consumers in line with inflationary
trends as far as possible. Subsidization of free basic services have been extended to pensioners and

the most vulnerable category of consumers.
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Efficient revenue management, which aims to ensure a minimum 95% annual collection rate for
property rates and other key service charges. Currently the municipal MTREF 2025/2026 budget
makes provision for an 85% debt collection rate.

Fully subsidizing all indigent households in terms of the relief offered by the municipality.

The aforementioned factors collectively contribute to the financial wellbeing of the municipality and
the extent to which it is executed or concluded will either aide or impact negatively on the long-term
sustainability of the municipality. It must be emphasized that at the current trend of staff expenditure,
and the ever-escalating cost of service delivery, the municipality will not be able to improve its financial
position over the MTREF unless catalytic economic investments and opportunities are sourced. The
current rates base can no longer support the cost of services and all role-players would need to
collectively contribute to ensure not only the financial sustainability of the municipality, but also the

economic progression of its citizenry.
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2026/2027 Draft Budget and MTREF

The following table is a summary of the 2026/2027 MTREF (classified by main revenue source):

WCO052 Prince Albert - Table A4 Budgeted Financial Performance (revenue and expenditure)

2026/27 Medium Term Revenue &

Description Ref 2022/23 2023/24 2024/25 Current Year 2025/26 .
Expenditure Framework
R thousand 1 Audited Audited Audited Original Adjusted Full Year Pre-audit | Budget Year | Budget Year | Budget Year
(o] Out (o] Budget Budget Forecast outcome 2026/27 +12027/28 | +22028/29
Revenue
Service charges - Electricity 2 18442 17 251 17013 22803 22686 22686 22686 26 431 33738 42928
Service charges - Water 2 4787 6532 3642 5167 5112 5112 5112 5521 5963 6440
Service charges - Waste Water Management 2 5898 6 541 7225 7964 7964 7964 7964 8442 8949 9486
Service charges - Waste Management 2 2641 2987 3523 4106 4205 4205 4205 4541 4904 5297
Sale of Goods and Rendering of Services 2 509 403 403 410 610 610 610 414 447 483
Agency services 2 294 287 323 230 230 230 230 248 268 289
Interest - - - - -
Interest earned from Receivables 2 1131 1605 2219 2339 2257 2257 2257 2429 2606 2797
Interest earned from Currentand Non Current Assets 2 4071 6183 5412 5418 4068 4068 4068 4312 4570 4845
Dividends 2 - - - - -
Renton Land 2 56 61 61 63 63 63 63 68 74 80
Rental from Fixed Assets 2 624 452 721 806 802 802 802 866 935 1010
Licence and permits 2 - - - - -
Special rating levies 2 - - - - -
Construction Contract Revenue 2 - - - - R
Development Charges 2 75 33 9 9 9 9 9 10 1
Operational Revenue 2 84 1985 2015 1867 1867 1867 1867 1719 1657 1590
Non-Exchange Revenue
Property rates 2 5073 5754 5941 6726 7239 7239 7239 7745 8288 8868
Surcharges and Taxes 2 - - - - -
Fines, penalties and forfeits 2 9575 8162 11207 8165 8165 8165 8165 8818 9524 10286
Licences or permits 2 89 90 112 102 102 102 102 110 19 128
y
Transfer and subsidies - Operational 2 34 804 32714 35760 35663 39091 39091 39091 38752 35442 50 090
4
Interest 2 (761) 2434 458 436 436 436 436 466 497 530
Fuel Levy f 2 - - - - -
v
Operational Revenue 2 4468 6275 7069 7069 7069 7069 8344 9899 11800
4
Gains on disposal of Fixed and Intangible Assets 2 - 200 200 200 - -
4
Other Gains 2 - 1000 1000 1000 1000 1000 1000 1000
Discontinued Operations - - - - - - - - - -
Total R (excluding capital transfers and contrik 87318 97 981 102 343 110 343 113174 113174 113174 120 237 128 890 157 957
Expenditure
Employee related costs 72 29 460 34385 36 849 46 140 46 446 46 446 46 446 51613 55113 58 851
Remuneraton of councillors 72 3018 3324 3525 3948 3948 3948 3948 5182 5545 5933
Bulk purchases - electricity 72 16197 17345 20107 23322 25000 25000 25000 27253 29435 31793
Inventory consumed '2,8 428 666 554 754 2448 2448 2448 1215 1115 1186
Debtimpairment 723 (3668) 12136 (41317) 8838 8152 8152 8152 6803 6913 7023
Depreciation, amortsation and impairment 72 7094 7443 5182 6580 6580 6580 6580 7104 7251 7401
Interest, Dividends and Renton Land 72 2097 3251 3224 2713 2713 2713 2713 2925 3155 3282
Contracted services 72 9248 8055 10135 14042 15683 15683 15683 16 269 14384 20589
Transfers and subsidies 72 490 217 760 200 100 100 100 - - -
Irrecoverable debts writien off 72 - - 57717 3795 8082 8082 8082 6792 7199 7631
Operatonal costs 72 12370 12 940 11510 12213 14006 14006 14006 15259 16 058 16 993
Disposal of Fixed and Intangible Assets 72 - 38 90 - - - - - - -
Other Losses 72 - 584 399 1000 1000 1000 1000 1000 1000 1000
Total Expenditure 76734 100 442 108 734 123 546 134159 134159 134159 141415 147170 161 684
Surplus/(Deficit) 10 584 (2462) (6391) (13202) (20 985) (20 985) (20 985) (21178) (18279) (3727)
Transfers and subsidies - capital (monetary allocations) 6 6831 23046 23339 10286 11788 11788 11788 24674 31759 145923
Transfers and subsidies - capital (in-kind) 6 1465 1688 1541 - R - - - - -
urplus/(Deficit) after capital transfers & contributions 18 880 22212 18488 (2916) (9197) (9197) (9197) 3496 13480 142196
Income Tax - - - - - - - - - -
Surplus/(Deficit) after income tax 18 880 22272 18 488 (2916) (9197) (9197) (9197) 3496 13 480 142196
Share of Surplus/Deficit attributable to Joint Venture - - - - - - - - - -
Share of Surplus/Deficit attributable to Minorities - - - - - - - - - -
Surplus/(Deficit) attributable to municipality 18 880 22272 18 488 (2916) (9197) (9197) (9197) 3496 13 480 142 196
Share of Surplus/Deficit attributable to Associate 7 - - - - - - - - - -
Intercompany/Parent subsidiary ransactions - - - - - - - - - -
Surplus/(Deficit) for the year 1 18 880 22212 18 488 (2916) (9197) (9197) (9197) 3496 13 480 142196
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Table 3: Operating Transfers and Grant Receipts

WCO052 Prince Albert - Supporting Table SA18 Transfers and grant receipts

2026/2027 Draft Budget and MTREF

Description

R thousand

Ref

2022/23

2023/24

2026/27 Medium Term Revenue &

2024125 Current Year 2025/26 Expenditure Framework

Audited
Outcome

Audited
Outcome

Audited Original Adjusted Full Year | Budget Year | Budget Year | Budget Year
Outcome Budget Budget Forecast 2026/27 +12027/28 | +22028/29

RECEIPTS

Operating

National Government

Monetary Allocations
Local Government Equitable Share
Municipal disaster recovery grant
Municipal disaster relief grant
Energy eficiency and demand side management grant
Local government financial management grant
Integrated city development grant
Integrated national electrification programme grant
Infrastructure skills development grant
Integrated urban development grant
Municipal demarcation transiton grant
Municipal emergency housing grant
Municipal infrastructure grant
Informal setlements upgrading partnership grant
Municipal rehabilitation grant
Municipal systems improvement grant
Neighbourhood development partership grant
Programme and project preparation support grant
Public ransport network grant
Expanded public works programme integrated grant
Regional bulk infrastructure grant
Rural roads assets management systems grant
Urban setlements development grant
Urban Development Financing Grant
Water services infrastructure grant

Total Monetary Allocations

Total Operating/National Government

Provincial Government
Monetary Alloc:

Infrastructure
Capacity Building
Total Monetary Allocations
Allocations In-kind
Infrastructure
Capacity Building
Total Allocations In-kind
Total Operating/Provincial Government

District Municipalities
Monetary Allocal
Infrastructure
Capacity Building
Total Monetary Allocations
Allocations In-kind
Infrastructure
Capacity Building
Total Allocations In-kind
Total Operating/District Municipalities

Other Grant Providers

Monetary Allocations
Other Grant Providers
Total Monetary Allocations
Allocations In-kind
Other Grant Providers
Total Allocations In-kind
Total Operating/Other Grant Providers

26 548

1650

161

1237

28653

1700

30299 31301 31301 31301 31988 32858 34 256

1800 1900 1900 1900 2000 2100 2200

1178 = = = 1246 = =

29 596

31527

33678 33611 33610 33610 35234 34 958 36 456

29 596

31527

33678 33611 33610 33610 35 234 34 958 36 456

50

50 50 1550 1550 50 56 7 656

50

50 50 1550 1550 50 56 7 656

50

50 50 1550 1 550 50 56 7 656

95

95

609

333 - - - - - -

2617

1698 2002 3931 3931 3468 428 5978

2617

850

1698 2002 3931 3931 3 468 000 428 000 5978 000

1932

22

1931774

21700

4549

871

1698 2002 3931 3931 3 468 428 5978

Total Operating

34 804

32714

35760 35 663 39 091 39 091 38 752 35 442 50 090

Capital

National Government

Monetary Allocations
Municipal Disaster Recovery Grant
Municipal Disaster Relief Grant
Energy Efficiency and Demand Side Management Grant
Local Government Financial Management Grant
Integrated City Development Grant
Integrated National Electrification Programme Grant
Infrastructure Skills Development Grant
Integrated Urban Dewvelopment Grant
Municipal Emergency Housing Grant
Municipal Infrastructure Grant
Metro Informal Settlements Partnership Grant
Neighbourhood Development Partnership Grant
Public Transport Network Grant
Regional Bulk Infrastructure Grant
Rural Road Asset Management Systems Grant
Urban Dewvelopment Financing Grant
Urban Settlements Development Grant
Water Senices Infrastructure Grant

Total Monetary Allocations

Total Capital/National Government

Provincial Government
Monetary Allocations
Infrastructure
Capacity Building
Total Monetary Allocations
Allocations In-kind
Infrastructure
Capacity Building
Total Allocations In-kind
Total Capital/Provincial Government

3843

1988

8331

11400

- - - - 4192 3136 76 678

7120 7786 8290 8290 8239 8623 58 245

13 323 2430 2430 11 000 20 000 11 000

5831

19 731

20 443 7786 10 719 10 719 23 431 000 31759 000 | 145923 000

5831

19 731

20 443 7 786 10 719 10 719 23 431 000 31759 000 ;| 145923 000

1000

2570
745

2895 2500 1069 1069 543 = =
700 - -

1000

3315

2895 2500 1069 1069 1243 000 - -

1000

3315

2895 2500 1069 1069 1243 - -

Total Capital

6 831

23 046

23 339 10 286 11788 11 788 24 674 31759 145 923

TOTAL RECEIPTS OF TRANSFERS AND GRANTS

41 635

55 761

59 098 45 949 50 879 50 879 63 426 67 201 196 013
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Tariff Setting:

The setting of cost-reflective tariffs is a requirement of Section 74(2) of the Municipal Systems Act
which is meant to ensure that municipalities set tariffs that enable them to recover the full cost of
rendering the service. This forms the basis of compiling a credible budget. A credible budget is one
that ensures the funding of all approved items and is anchored in sound, timely and reliable
information on expenditure and service delivery (FFC, 2011). Credible budgets are critical for local

government to fulfil its mandate and to ensure its financial sustainability.

Reference is made to MFMA Circular 132 the setting of cost reflective tariffs is a requirement of Sec
74(2) of the Municipal Systems Act, 2000 which is meant to ensure that municipalities set tariffs that
enable them to recover the full cost of rendering the service. If tariffs are not cost reflective already,
the municipality needs to set out a path to achieve cost-reflective tariffs over the 2026/2027 MTREF

period.

The cost of providing a service includes day-to-day running costs, overheads required to keep the
Municipality as a whole running, and the costs associated with expanding and managing
infrastructure. Underneath summary extract from a Cost Reflective Tariff study:

Direct costs: day-to-day costs incurred in running the service:

Employee related costs.

Bulk purchases where relevant.

Depreciation expenses.

Distribution losses in the case of electricity and water.

Repairs and maintenance.

Contracted services; and

Other costs - all expenditures not grouped under one of the different categories.

Overheads: costs of running the Municipality as a whole:

These are costs that are not directly attributable to services but are incurred in running the Municipality
as awhole. Examples are Treasury and political functions. Therefore, overheads must be apportioned
between services in a clear, structured way. There are two options for doing this:

Activity-Based Costing: this is the most accurate way of apportioning costs. It examines the activities
undertaken by a unit, determines what causes that activity to be conducted, and then allocates costs
based on the distribution of those causative actions between services.

Pro-rata allocation of cost allocates indirect costs on a proportionate basis by using readily available
measures, such as the number of employees or size of budget.

The municipality do not currently have an activity-based costing system in place, and therefore the
latter, pro-rata allocation, is used to allocate overhead costs.

Capital financing costs: costs to expand and manage infrastructure:
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The cost of services also includes any costs associated with financing infrastructure expansion and
with rehabilitating and replacing existing infrastructure as its ages. Adequate provision for capital
financing costs is vital to ensure that service provision is sustainable in the long term. Capital financing

costs include:

External interest and capital repayment: the cost associated with financing capital expenditure using
external loans. Currently Prins Albert Municipality does not have external loans. Provisions to capital
reserves: a cost item used to create a cash surplus on the operating account, which can be transferred

to a reserve used to finance asset expansions.

National Treasury continues to encourage municipalities to keep increases in rates, tariffs, and other
charges as low as possible, and municipalities should justify in their budget documentation all
increases more than the 3.40% upper boundary of the South African Reserve Bank’s inflation target
in accordance with MFMA budget circular 132 and 134. Municipalities also use benchmarking to
ensure that the tariffs we apply are within the industry norm as operational requirements and service
standards of comparable sizes and demographics of municipalities are similar and a deviation from
this norm will give an indication of whether a municipality may be heading for disaster in the application

of its tariff strategy.

It is important that an environment for economic development is created through the provision of
high quality reliable municipal services, and this cannot be achieved if you do not generate enough

revenue.

Prince Albert Municipality’s Draft Budget Tariff increases for the 2026/2027 MTREF Financial year is
as follow:

Revenue Source 2026/2027 Financial 2027/2028 Financial 2028/2029 Financial
Year Year Year
Electricity 25.00% 8.00% 8.00%
Water 8.00% 8.00% 8.00%
Sewerage 7.00% 7.00% 7.00%
Refuse 8.00% 8.00% 8.00%
Property Rates 8.00% 8.00% 8.00%
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15 Operating Expenditure Framework

Prins Albert Municipality’s expenditure framework for the 2026/2027 budget and MTREF is informed
by the following:

o Improvement in the quality-of-service delivery across all services.
o Ensuring the financial sustainability of the municipality over the medium and long term.
o Continued provision of basic services remains a high priority as well as the financial

sustainability of services.
o Operational gains and efficiencies will be directed to ensure appropriate cash backing of
statutory funds, provisions and reserves as well as funding the capital budget and other core

services in the medium term.

The following table is a high-level summary of the 2026/2027 budget and MTREF (classified per main
type of operating expenditure):

Table 4: Summary of operating expenditure by standard classification item

WC052 Prince Albert - Table A4 Budgeted Financial Performance (revenue and expenditure)

2026/27 Medium Term Revenue &

Description Ref |  2022/23 2023124 202425 Current Year 2025/26 .
Expenditure Framework

Audited Audited Audited Original Adjusted Full Year Pre-audit | Budget Year ; Budget Year | Budget Year

Rth d 1
ousan Outcome Outcome Outcome Budget Budget Forecast outcome 2026127 +12027/28 | +22028/29

Employee related costs 72 29 460 34 385 36 849 46140 46 446 46 446 46 446 51613 55113 58 851

Remuneration of councilors 72 3018 3324 3525 3948 3948 3948 3948 5182 5545 5933
Bulk purchases - electriclty 72 16197 17345 20107 23322 25000 25000 25000 27253 29435 31793
Inventory consumed 728 428 666 554 754 2448 2448 2448 1215 1115 1186
Debtimpairment 723 (3668) 12136 (41317) 8838 8152 8152 8152 6803 6913 7023
Depreciation, amortisation and impairment 72 7094 7443 5182 6580 6580 6580 6580 7104 7251 7401
Interest, Dividends and Renton Land 72 2097 3251 3224 2713 2713 2713 2713 2925 3155 3282
Contracted services 72 9248 8055 10135 14042 15683 15683 15683 16 269 14 384 20589
Transfers and subsidies 72 490 217 760 200 100 100 100 - - -
Irrecoverable debs writen off 72 - - 57717 379 8082 8082 8082 6792 7199 7631
Operational costs 72 12370 12940 11510 12213 14006 14 006 14 006 15259 16 058 16 993
Disposal of Fixed and Intangible Assets 72 - 38 90 - - - - - - -
Other Losses 72 - 584 399 1000 1000 1000 1000 1000 1000 1000
Total Expendit 76734 100 442 108 734 123 546 134 159 134159 134159 141 415 147170 161 684

The budgeted allocation for employee related costs for the 2026/2027 financial year totals R51.613
Million. Employee related cost represents a 36.50% of the total operating expenditure, which is still in
the national treasury norm of 32.00% to 41.00%. Annual salary and benefit increases are negotiated
between SALGA (representing all municipalities), IMATU, and SAMWU on a multi-year basis. Salary
increases for officials other than the Municipal Manager, Directors, and Councillors have been
budgeted at 4.75%, with a corresponding 4.75% increase on related fringe benefits, representing a

total increase of 8.75% on employee-related costs.
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The cost associated with the remuneration of public office bearers 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 remuneration cost of councillors is partially subsidized through the equitable share allocation
awarded to the municipality in terms of the division of revenue Act. The total equitable share awarded
to Prince Albert for the 2026/2027 is R 31.988 million, inclusive of the subsidy towards councillor
remuneration. This is not nearly enough and is all municipalities pleading with the National Treasury
to revise the Equitable Share calculation to take into consideration the demographics of each town in

rural areas.

Provision for depreciation and asset impairment has been informed by the Municipality’s Asset
Management Policy. Depreciation is widely considered a proxy for the measurement of the rate at

which assets are consumed.

Bulk purchases are directly informed by the purchase of electricity from Eskom. Electricity bulk
purchases represent 19.27% of the total operating expenditure. The annual price increase has been
factored into the budget appropriations and directly inform the revenue provisions.

Maintenance is once again prioritized to ensure the health of assets, yet the financial position still
does not enable the municipality to sufficiently budget for all maintenance requirements, therefore the

focus is once again on critical repairs and maintenance to secure sustainable service delivery.
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1.6 CAPITAL EXPENDITURE FRAMEWORK

The following table provides a breakdown

WC052 PRINCE ALBERT - TABLE A5 ASSET MANAGMENT

of budgeted capital expenditure by vote:

2026/2027 Draft Budget and MTREF

2026/27 Medium Term Revenue &

Vote Description Ref 2022/23 2023/24 2024/25 Current Year 2025/26 .
Expenditure Framework
R thousand 1 Audited Audited Audited Original Adjusted Full Year Pre-audit Budget Year | Budget Year ;| Budget Year
Outcome Outcome Outcome Budget Budget Forecast outcome 2026/27 +12027/28 +2 2028/29
Capital expenditure - Vote
Multi-year expenditure to be appropriated 2
Vote 1 - Executive and Council - - - 100 100 100 100 100 100 100
Vote 2 - Financial Services (1297) (372) 180 520 607 607 607 180 435 348
Vote 3 - Technical Services 195 2233 21889 9518 13401 13401 13401 15330 26 686 120 352
Vote 4 - Corporate and Community Services (38) (1078) 1347 8633 9782 9782 9782 11167 15263 12036
Vote 5 - - - - - - - - - - -
Vote 6 - - - - - - - - - - -
Vote 7 - - - - - - - - - - -
Vote 8 - - - - - - - - - - -
Vote 9 - - - - - - - - - - -
Vote 10 - - - - - - - - - - -
Vote 11 - - - - - - - - - - -
Vote 12 - - - - - - - - - - -
Vote 13 - - - - - - - - - - -
Vote 14 - - - - - - - - - - -
Vote 15 - - - - - - - - - - -
Capital multi-year expenditure sub-total 7 (1140) 783 23416 18771 23891 23891 23891 26778 42483 132835
Single-year expenditure to be appropriated 2
Vote 1 - Executive and Council - - - - - - - 100 - 1500
Vote 2 - Financial Services 1297 301 247 - - - - - - 3000
Vote 3 - Technical Services (354) (739) 2687 1330 - - - 4492 548 128 700
Vote 4 - Corporate and Community Services 197 86 1174 395 - - - 623 - 1500
Vote 5 - - - - - - - - - - -
Vote 6 - - - - - - - - - - -
Vote 7 - - - - - - - - - - -
Vote 8 - - - - - - - - - - -
Vote 9- - - - - - - - - - -
Vote 10 - - - - - - - - - - -
Vote 11 - - - - - - - - - - -
Vote 12 - - - - - - - - - - -
Vote 13 - - - - - - - - - - -
Vote 14 - - - - - - - - - - -
Vote 15 - - - 4335 - - - - - - -
Capital single-year expenditure sub-total 1140 (352) 8443 1726 - - - 5215 548 134 700
Total Capital Expenditure - Vote - 431 31859 20497 23891 23891 23891 31993 43031 267 535
Capital Expenditure - Functional
Governance and administration (5515) (2933) 4761 620 707 707 707 380 535 3448
Executive and council - - - 100 100 100 100 200 100 100
Finance and administration (5515) (2933) 4761 520 607 607 607 180 435 3348
Internal audit
Community and public safety 770 759 2792 9028 9782 9782 9782 11440 14913 13 536
Community and social services 197 114 1939 2048 2413 2413 2413 1316 1816 7798
Sportand recreafion 330 395 852 6930 7369 7369 7369 10024 12596 4738
Public safety 243 250 - 50 - - - 100 500 1000
Housing
Health
Economic and environmental services 3327 260 6134 1500 2807 2807 2807 430 1882 952
Planning and development - - 44 - - - - 350 350 -
Road transport 3327 260 6090 1500 2807 2807 2807 80 1532 952
Environmental protection
Trading services 1417 2345 18 487 9349 7 10504 7 10594 [ 10504 197427 257017 248100
Energy sources - 763 4483 - 60 60 60 5892 3386 86 900
Water management - 1137 14003 3339 3171 317 3171 13750 22315 40100
Waste water management 1417 346 - 26 1380 1380 1380 - - 75000
Waste management - 98 - 5984 5984 5984 5984 100 - 46100
Other - - = - - - - - - 1500
Total Capital Expenditure - Functional 3 - 431 32173 20 497 23 891 23 891 23 891 31993 43031 267 535
Funded by:
National Government 678 6854 17777 6771 9321 9321 9321 23259 32469 123 488
Provincial Government (1297) (1208) 3264 2304 1067 1067 1067 543 - 7600
District Municipality (1771) (9 180) - - 100 100 100 100 150 150
Transfers and subsidies - capital (monetary allocations) (Nat/ Prov
Departm Agencies, Households, Non-profi Insitutions, Private
Enterprises, Public Corporatons, Higher Educ Instituions)
Transfers recognised - capital 4 (2390) (3534) 21041 9075 10 487 10 487 10 487 23902 32619 131238
Borrowing 6
| lly d funds 2390 3966 11132 11422 13 404 13 404 13 404 8090 10412 136 298
Total Capital Funding 7 - 431 32173 20 497 23891 23 891 23891 31993 43031 267 535
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1.7  ANNUAL BUDGET TABLES - MUNICIPALITY

All the budget tables as required in terms of section 8 of the Municipal Budget and Reporting
Regulations are attached to the MTREF 2026/2027 Budget. These tables set out the municipality’s

2026/2027 budget and MTREF for the approved by the Council.

1.8 AMENDMENTS TO DRAFT DEBTORS BUDGET-RELATED POLICIES MARCH 2026:

INDIGENT AND SUBSIDY POLICY:

¢ New headings with full descriptions added to comply with Indigent Policy legislation:

List of Abbreviations

Objective of this Policy

Socio-Economic Profile of Prince Albert Municipality
Legislative Framework

Principles of the Policy

Targeting Approach

Verification of Indigents

List of Stakeholders

Monitoring and Reporting

Exit Strategy

VVVVVVYVYVYYVYYVY

Page 3

¢ Definitions — “Indigent households", for the purpose of this policy, means a municipal account
holder of which the joint monthly income (spouse included), excluding allowances for children,
foster care allowances and allowances for caretakers of frail persons where applicable, is equal
to or less than R6 500 per month.

Page 4

e “Pensioner/s” for the purpose of this policy, are people that are 60 years or older, and earn an
income from an Old Age grant from the government

o “Retired Pensioners” for the purpose of this policy, are people that are 60 years or older, and
earn an income while on retirement from investments and pension contributions from GEPF.

Page 8
11.1 The net monthly bill, as well as any agreed reimbursement amount with respect to debt, must

be paid in full promptly on the date stated on the monthly municipal account before each month;
otherwise, the credit control policy of the Council will be applied.
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Page 9

12.1.1.1 The joint gross income of all the persons living on the particular premises may not exceed
the amount R6 500, per month including boarding/rental amounts paid to the owners. For an
Indigent subsidy the verified gross monthly income of owners of the dwelling over 18 years of age
may not exceed the sum of R6 500 including boarding/rental amounts paid to the owners.

12.1.1.3 Where an applicant owns more than one (1) fixed asset (property), the applicant will only be
allowed to apply for indigent support subsidysubsidy for one fixed asset (property). The applicant
must declare if the other fixed asset (property) is rented out and on the declaration state the rent
income from the other fixed asset (property) with their application.

12.1.2.4 Electricity - first 70 KwH used (free).

12.1.2.5 Property rates - 100% subsidy to a maximum total municipal value of R125 000

Page 10

12.1.2.8 Where the applicant is a tenant at the property, the tenant will not qualify for full indigent
support. They will only get 6kl free water and 100kWh free electricity

12.1.2.11 The municipality shall subsidies 150 Kwh of electricity to an approved indigent households/
pensioners household/disable household where a resident of the approved households is on a
permanent oxygen life-support machine.

12.1.3 If the applicant is a tenant, the owner doesn'’t qualify for a write-off of all municipal debt. Write-
off will only occur on the total outstanding debt on water services.

Page 11

12.2 Conventional electricity meter usage subsidised with 30%

12.3 Prepaid Electricity — first 70 kWh usage for free.

Page 12

12.4 Subsidy of 70KwH electricity per month plus the electricity basic charge.

12.4.1 To qualify for the Pensioners rebate, the total household must earn an income equal to or less
than 2 x the Government pension

Page 13

12.4.3 A pensioner renting/leasing an premises qualifies for the first 6kl of water, water basic, and
70KwH electricity, subject to such pensioner meeting the qualifying criteria as per clause 5.4.1

12.5 Retired Pensioners are subsidised as follow:

A subsidy equal to the following:

e First 6kl of water usage.

e Water —100% subsidy on basic charge

e Rebate of 35% on the property rates of property.
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e Subsidy of 70KwH electricity per month plus the electricity basic charge.

e Refuse removal - 100% subsidy on 1 removal per week

e Sewerage services - 100% subsidy (50% of Septic Basic charges for
households with Conservation tanks)

12.5.1 To qualify for the Pensioners rebate, the total household must earn an income equal to or
less than R168 000 per annum (R14 000 per month)

12.5.2 The applicant must permanently occupy the property and where the applicant owns
more than one property, the applicant is only allowed to apply for one (1) fixed asset
(property) and the applicant must declare if the other fixed asset (property) is rented out and
on the declaration state the rent income from the other fixed asset (property) with their
application.

12.5.3 A pensioner renting/leasing an premises qualifies for the first 6kl of water, water basic,
and 70KwH electricity, subject to such pensioner meeting the qualifying criteria as per
clause 5.4.1

12.5.4 If a pensioner application is approved, such account qualifies for a write- off on all
outstanding debt if such debt on the municipal account exists

12.6 Subsidy of 70KwH electricity per month plus the electricity basic charge.
Page 14

12.6.1 To qualify for the rebate, the total household must earn an income equal to or less
thanR168 000 per annum (R14 000 per month) .

12.6.3 A disabled person renting/leasing premises qualifies for the first 6kl of water, water basic, and
70KwH electricity, subject to such disabled person meeting the qualifying criteria as per clause
5.5.1.

Page 15
13.1

13.3 The application process will commence from 01 May to 25 June each year.
Page 16

13.13 Approved indigent households’ debt will be written off, and such households will be placed on
an auxiliary charge on electricity if such households default again on their municipal account,
whereby a percentage of the money will be deducted from the electricity purchase, and
transferred to the indigent’s consumer municipal account. Such percentage will be determined
by the Municipal Manager, Chief Financial Officer, or the Revenue Manager from time to time.

13.17 In cases where an indigent household's house is destroyed in a fire, or any other natural
disaster, the municipality will restore the services free of charge, subject to available funding.

13.18 Applications where there are residents staying at the property who are in the service of the
state will not qualify for full indigent support. This applies whether the residents who are in the
service of the state are renting or permanently staying at the property. Where the applicant is a
pensioner or disability consumer, such a consumer qualifies for 70kWh free electricity, 6kl free
water, and the percentage property rates, as per the Approved Property Rates Policy.
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Page 18

(i) When a non-indigent family moves into a house where free services were provided, the indigent
support for the previous occupant has to be stopped, and a new application from needs has to
be completed

(v) When a family that has indigent status,moves out of a house, any debt that may occur after
moving out will be on the account of the owner.

Page 19

20. The policy will be referred to as the Indigent Subsidy Support Policy of Prince Albert Municipality,
which will come into effect on 01 July of every year.

Page 20
Indigent Application Form
3. Proof of income and allowances, as specified above, must accompany this application. Where

residents in the household is unemployed, affidavits must accompany this application. .

CREDIT CONTROL DEBT COLLECTION POLICY:

Page 12

4.9 The water disconnection/restriction is monitored and followed up in cases of absence of reaction
by the debtor to ensure that an illegal reconnection has not occurred.

Interference with disconnections at water service points of non-residential consumers will lead to the
removal of such a service connection. Where the services connection is removed, the consumer will
be charged with costs of the action in terms of the council’s tariff structure.

Any first-time discovery of tampering with a restriction device or service connection at the address of a
residential consumer leads to restriction of the water flow rate to. Any further tampering after such a
restriction will lead to the prosecution of the offending debtor.

Page 15

10.4 All payments will be allocated to the registered seller’s Municipal accounts and all refunds will
be made to the transferring attorney .

Page 16

10.7 Abandonment of Claims
e There are some circumstances, as contemplated in section 109(2) of the Act, that allow for the
valid termination of debt collection procedures, such as: -
The insolvency of the debtor, whose estate has insufficient funds.
A balance being too small to recover, for economic reasons considering the cost of recovery.
Indigents write off
Where the Municipal Manager, the Chief Financial Officer, the Manager: Revenue Service or
Council, deems that a debtor or group of debtors are unable to pay for services rendered.

O O O O

10.8.3 Payment Terms and Interest Charged on Outstanding Accounts
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Normal Terms: All categories of consumers are required to effect payment of their rates and services
accounts on or before the due date advised on account statements. Interest at the prime bank lending
rate plus 1% is charged on all consumer accounts or portions of accounts which are not settled / paid
on due date.

NOTE: For this purpose, the prime bank-lending rate of South Africa, at any time, when it changed
will be used. This means that the interest rate will be changed on the debtor system according to the
prime lending rate. Payment/s or amount/s received will be allocated at the discretion of the
Municipality against any amount owed to the Municipality. Accounts amount handed over will cease
to attract interest.
TARIFF POLICY:

Page 5

4.6 A basic (availability) charge per month shall be charged for undeveloped erven, irrespective of their
permitted or intended use.

Page 6
5.4 A basic (availability) charge per month shall be charged for undeveloped erven, irrespective of

their permitted or intended use.

PROPERTY RATES POLICY:

Page 11 (d) Paragraph 3

Where the rates levied on a particular property have been incorrectly determined, whether because of
an error or omission on the part of the municipality or false information provided by the property owner
concerned or a contravention of the rates payable. Shall be appropriately adjusted and corrected before
the next billing cycle..

KONSEP WERWING EN KEURINGS BELEID:

Page 13 Paragraph 11.2.10

Ten einde loopbaan bevorderings geleenthede te skep vir interne personeel mag vakante poste vanaf
posviak T5 tot 5 tot 7 T9 alleenlik intern adverteer word. Indien geen geskikte kandidaat intern gevind
word na eerste rondte van advertering mag die vakante pos ekstern adverteer word. Die Munisipale
Bestuurder en/of die betrokke Senior Bestuurderinterme van gedelegeerde bevoegdheid mag besluit
om die vakante pos met die eerste rondte van advertering intern sowel as ekstern te adverteer.

Interne Kandidate moet voldoen aan die minimum vereistes ten einde gekortlys te word.

DRAFT VEHICLE TRANSPORT ALLOWANCE SCHEME:

Page 5 Paragraph 6.3

6.3) Fixed Cost Allowance
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The fixed cost allowance payable to qualifying employees, regardless of the kilometers travel monthly,

and is part of the fixed perks associated with senior position the official occupied at the municipality.

Fixed Cost Allowance:

POST LEVEL KILOMETRES FIXED RATE

T14 600 Km 0.937

T15 650 Km 1.054

T16 700 Km 1.210

T17 750 Km 1.307

T18 850 Km 1.464

T19 850 Km 1.640

T20 850 Km 1.836

T21 850 Km 2.057

T22 and higher 850 Km 2.304
Variable Cost Allowance:

ENGINE KILOMETRES VARIABLE RATE

CAPACITY

Up to 1250 850 Km 1.03

1251 to 1550 850 Km 1.21

1551 to 1750 850 Km 1.40

1751 to 2150 850 Km 1.60

2151 to 2500 850 Km 1.79

2501 to 3500 850 Km 1.80

Greater than 3500 850 Km 2.49

DRAFT STANBY POLICY:

The policy is a new policy and should be workshop in its entire format.

ASSET MANAGEMENT
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1.1) Asset Management Policy

No changes effected.

1.2) Asset Disposal Policy
Inclusion of clause 12.3 regarding process of direct negotiations with purchasers:
12.3) Areport on the negotiation process and potential gain must be submitted to Council
once consensus has been reached between the parties. Council must provide final

approval for the municipality to conclude on the negotiation process.

EXPENDITURE POLICIES

2.1) Petty Cash Policy

No changes effected.

2.2) Remuneration Policy

No changes effected.

2.3) Travel and Subsistence Policy

Inclusion of Clause 7.4 (measure to contain costs):

7.4) Daily allowances for officials tending to operational duties outside of municipal
area:

7.4.1) Adaily subsistence allowance of R 150.00 (all-inclusive, irrespective of the
number of hours away from work) will be paid to officials in the following
instances:
7.4.1.1) Transportation of officials to attend official business of Council;
7.4.1.2) Servicing of vehicles and replacement of tyres;

7.4.1.3) Collection and transportation of goods;
2.4) Cost Containment Policy

New policy / Revision of prior one. Prior policy contradicted the promulgated
regulations.

SUPPLY CHAIN MANAGEMENT POLICIES AND STRATEGIES

3.1) Preferential Procurement Policy
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No changes effected.

3.2) Supply Chain Management Policy

No changes effected.

3.3) UIF&W Strategy

Baseline amended as per 2024/2025 audited outcomes.

3.4)  UIF&W Policy

No changes effected

Municipal manager’s quality certificate

I, Adv. Thys Goliomee, Municipal Manager of Price Albert Municipality, hereby certify that the annual
budget and supporting documentation have been prepared in accordance with the Municipal Finance
Management Act and the regulations made under the Act, and that the annual budget and supporting

documents are consistent with the Integrated Development Plan of the municipality.
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Print Name: Adv. T Goliomee
Municipal Manager of Prince Albert Municipality (WC025)

Signature:
Date 30 March 2026




