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Abbreviations and Acronyms

AMR Automated Meter Reading

ASGISA Accelerated and Shared Growth Initiative
BPC Budget Planning Committee

CBD Central Business District

CFO Chief Financial Officer

MM Municipal Manager

CPI Consumer Price Index

CRRF Capital Replacement Reserve Fund

DBSA Development Bank of South Africa

DoRA Division of Revenue Act

DWA Department of Water Affairs

EE Employment Equity

EEDSM Energy Efficiency Demand Side Management
EM Executive Mayor

FBS Free basic services

GAMAP Generally Accepted Municipal Accounting Practice
GDP Gross domestic product

GDS Gauteng Growth and Development Strategy
GFS Government Financial Statistics

GRAP General Recognised Accounting Practice
HR Human Resources

HSRC Human Science Research Council

IDP Integrated Development Strategy

IT Information Technology

k{ kilolitre

km kilometre

KPA Key Performance Area
KPI Key Performance Indicator
kWh kilowatt

£ litre

LED Local Economic Development

MEC Member of the Executive Committee

MFMA Municipal Financial Management Act

MIG Municipal Infrastructure Grant

MMC Member of Mayoral Committee

MPRA Municipal Properties Rates Act

MSA Municipal Systems Act

mSCOA Municipal Standard Chart of Accounts
MTEF Medium-term Expenditure Framework
MTREF Medium-term Revenue and Expenditure Framework
NERSA National Electricity Regulator South Africa
NGO Non-Governmental organisations

NKPIs National Key Performance Indicators

OHS Occupational Health and Safety
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OP Operational Plan

PBO Public Benefit Organisations

PHC Provincial Health Care

PMS Performance Management System

PPE Property Plant and Equipment

PPP Public Private Partnership

PTIS Public Transport Infrastructure System

RG Restructuring Grant

RSC Regional Services Council

SALGA South African Local Government Association
SAPS South African Police Service

SDBIP Service Delivery Budget Implementation Plan
SMME Small Micro and Medium Enterprises
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PART 1: Annual Budget

1.1 Mayor’s Report

The Mayor’s Report will be presented by the Executive Mayor during the Council

meeting where the annual budget will be presented to Council.

1.2 Executive Summary

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

is financially viable and continue as going concern.

The Municipality’s business and service delivery priorities were reviewed as part
of this year’s integrated development planning and budget process. A critical
expenditure review was also undertaken to eliminate expenditure on non-core
and ‘nice to have’ items. During the budget compilation process, the aim was to
ensure that the following are achieved:
« The annual budget is compiled in line with the Municipal Budget and
Reporting Regulations.
« An annual budget that is fully aligned to the integrated development plan.
« Acredible and funded annual budget inline with section 18 of the MFMA.
« Revenue projections are realistic and that revenue collection will be
optimised post adoption of the annual budget.
- Expenditure is allocated towards service delivery imperatives and core
functions of the municipality.
« Optimal and efficient utilisation of the municipal assets to ensure that

assets needed for service delivery are available.
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« Transparent supply chain management processes are adhered to during
the implementation of the annual budget.

« Correct alignment of the annual budget with the Municipal Standard
Charts of Accounts (mSCOA).

The Municipality has embarked on implementing a range of revenue collection
strategies to optimize the collection of debt owed by consumers whilst eliminating
and minimising wasteful and no-core spending. Furthermore, the Municipality
has undertaken various customer care initiatives to ensure the municipality truly

involves all citizens in the process of ensuring a people centred government.

National Treasury’s MFMA Circular No. 129 and 130 was used to guide the
compilation of the 2025/26 MTREF. These circulars are linked to the Municipal
Budget and Reporting Regulations (MBRR) and mSCOA Version 6.9 was also
introduced with these circulars and thus the budget tables were compiled and

reported as such.

The main challenges experienced during the compilation of the 2025/26 MTREF

can be summarised as follows:

« The on-going difficulties in the national and local economy, which has led
to high unemployment rate within the municipal area.

« Aging infrastructure on water, roads and electricity which has led to
significant budget being allocated to this services.

« The need to reprioritise projects and expenditure within the existing
resource envelope, given the cash flow shortfalls.

« The increase in the cost of electricity (due to tariff increases from Eskom),
which is placing upward pressure on service tariffs to residents.

« Continuous tariff increases that are not sustainable as there will be a point

where services will no-longer be affordable.
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« The need to fill critical vacancies which has led to the salary budget
increasing with a margin higher than the inflation and/or the agreed upon

increment at the bargaining council.

The following budget principles and guidelines directly informed the compilation
of the 2025/26 MTREF:

« After tabling the annual budget in Council, section 22 of the MFMA was
applied, where inputs from the local community, National Treasury,
Provincial Treasury, and other sector department were considered and
informed the final budget;

«  The 2024/25 Adjustments Budget priorities and targets, as well as the
baseline allocations contained in that Adjustments Budget were adopted
as the upper limits that informed estimates for the 2025/26 annual budget;

« Intermediate service level standards were used to inform the measurable
objectives;

« Maintaining tariff increases at levels that reflect an appropriate balance
between the affordability to poorer households and other customers while
ensuring that the tariffs are cost reflective.

« There will be no inclusion of the budget allocations from national and
provincially funded projects unless the necessary grants to the
municipality are reflected in the national and provincial budget and have
been gazetted as required by the annual Division of Revenue Act;

« The following Macro-economic performance and projections sourced from
the Medium-Term Budget Policy Statement 2024.

Macroeconomic Performance & Projections, 2023 - 2027

2023/24 2024/25 2025/26 2026/27 2027/28
Financial Year Actual Estimate Forecast Forecast Forecast
CPlI Inflation 5.9% 4.6% 4.4% 4.5% 2.5%

1.3 Recommendation
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1. Itis recommended that council approves the annual budget for the 2025/26

financial year, with the following:

1.1. measurable performance objectives for revenue from each

source and for each vote in the budget;

1.2. any changes to the municipality’s integrated development plan;

1.3.  any changes to the municipality’s budget related policies; and

1.4. The financial performance, position, cash flow budget, cash-
backed reserve/accumulated surplus, asset management and

basic service delivery targets are considered.

2. The Council of Setsoto Local Municipality, acting in terms of section 75A of
the Local Government: Municipal Systems Act (Act 32 of 2000) should also

consider approving the following tariffs;

the tariffs for property rates — as set out in attached tariff list;

the tariffs for electricity— as set out in attached tariff list;

the tariffs for the supply of water — as set out in attached tariff list;

the tariffs for sanitation services — as set out in attached tariff list; and

the tariffs for solid waste services — as set out in attached tariff list.

3. The Council of Setsoto Local Municipality, acting in terms of 75A of the Local
Government: Municipal Systems Act (Act 32 of 2000) allow the Accounting
Officer to: submit the approved annual budget of the National Treasury and the

relevant Provincial Treasury.
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1.4 Summary of Revenue and Expenditure

Operating revenue: Total operating revenue excluding capital transfers for the
2025/26 financial year is budgeted at R773 million increasing with 4.5% and 5%
in 2026/27 and 2027/28 respectively. A detailed information is provided under the

relevant section underneath.

Operating expenditure: Total operating expenditure for the 2025/26 financial
year appropriation is R942 million including depreciation and amortisation of
R141.8 million and which translates into a budgeted deficit [non-cash] of R169.5
million excluding capital transfers. A detailed information is given under table “A1

Budgeted Summary”.

Capital expenditure: When preparing the capital budget several stages were
undertaken ensuring that the capital budget prioritize expenditure within the
available funding. Total capital expenditure for the 2025/26 financial year
appropriation is R287 million which is mainly funded from conditional grants.
Included in the funding of capital expenditure is R10 million from MIG which is

ring fenced for the upgrading of Hlohlolwane Sports Field.



SETSOTO LOCAL MUNICIPALITY — ANNUAL BUDGET MTREF 2025/26

Setsoto Local Municipality - Table A Budgeted Summary

Description Ref 0202 20273 00N Clrrent year 202425 2025/26 Medum fem revenue and
exenditurs framework

Figures In Rand thousand Rudted ~ Audted  Audted  Ongnal  Adusted  Fullyear Pre-Audted Budget  Budget  Budget

oftome  outcome  outcome  budgel  budgel  forecast  oulcome  year  yeartl  yeart]
00508 062 00

Financial performance

Propery rates 64020 60402 G206 8% oG GA6 AN T4l TR BT

Service charges AT 65T JBEATT  JMADG 32406 M2406 2025 29306 622 321565

Investment revente DA R N N K R 'R )| 1/ B (1

Transfer and subsidies - Operational HG76) 20136 EeM M J0SM 7064 TN 28004 293618 308290

Other own revenue H180  636M 67243 93180 13600  15A600 M6 10T 1023 12621

Total revenue (excluding capital G230 6NTA20 706666  TESA00  3NME0  BRRE9  GEDIN6  TTIORD  BOTATT BRI

transfers and contributions)

Employes costs oA0d 09012 QM6 TS 15 MR 2N JRATTD 2964% 0T

Remuneration of councilors 2871 40 Wi 1608 16868 16068 1295 77T 18308 194M

Daprecition and amortisaion - 1903 16036 162863 169100 6900 A7 1182 MBI 155613

Finance charges 2000 33 M6 280 32 3 16 10 1% 13

Inventory consumed and bulk purchases 0120 100070 122160 18635 190013 191913 10903 048M 2414 24p10

Trangfers and subsidies 200 QM U RN 07 9760 49 120 125 132

Other expenditure 167100 180262 204870 298824 33058 N 06772 M1 TR 31T

Total expenditure G3.205 70007  B3G65  O267H1 1004026 1034026 606620 942604 9BG.080 1034341

Surplus/{Deficit U066 (122477) (146.099) (160.231) (200%66) (200,186) 55615 (169585 (1771 (186.068)

Transfers and subsides - capta 7365 206001 20010 218661 218681 26681 146860 200801 2576 2851

(monefary allocations)

Transfers and subsidies - capial in- ff

kind)

Surplus/Deficit) after capita 130451 06490 62200  BAR0  1BSE 18515 202500 90296 G464 99086

transfers and contributions

IntercompanyParent subsidiary fi8 il

transacions

Surplus/Deicit for the year 13030 06490 62220  BAR0  1BS6 18515 202960 90296 G464 99086
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Revenue

The total operational budget revenue declined from R833.8 million [2024/25
Adjustment budget] to R773 million [2025/26 Annual Budget]. The decrease can

be attributed to Property rates, service charges, and other own revenue.

The decline is attributed to the implementation of the mSCOA principle that

requires revenue foregone, and transfers and subsidies given to the poor, be off

set against the service charge instead of expensing it under expenditure as

transfers and subsidy.

The above was recommended during the budget bilateral by Provincial Treasury.

The breakdown can be found under table “SA1 supporting Detail to Budgeted

Financial Performance” and the details can be explained as follows:

Property Rates revenue

Description Amount: R’000
Billing R78 323
Less revenue foregone (exemptions, rebates and reductions) R3 850
Net Property Rates R74 473

Service charges electricity

Description Amount: R’000
Billing R146 053
Less cost of free basic services R4 700
Net Service Charges - Electricity R141 353

Service Charges Water

Description Amount: R’000
Billing R86 391
Less cost of free basic services R15 500
Net Service Charges — Water R70 841

Service Charges Wastewater

Description Amount: R’000
Billing R44 841
Less cost of free basic services R12 200
Net Service Charges - Water R32 641
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Service Charges Waste Management

Description Amount: R’°000
Billing R60 430
Less cost of free basic services R12 200
Net Service Charges — Waste Management R48 230

Service charges revenue allocation amount to R293 million comprising of
electricity R141.3 million, Water R70.8 million, Wastewater R32.6 million and
Waste R48.2 million.

Electricity service charges are expected to increase with at least 12.5% subject
to NERSA approval. Waste water management and Waste management will be

increase with 6% while water service charges are expected to increase with 8%.

Investment revenue slightly increased with 1% from the adjustment budget of

R9.3 million to R9.5 million in the annual budget.

Transfers and subsidies are budgeted according to the allocation made in the
2025 Division of Revenue bill. The following table depicts a breakdown of

operational transfers and subsidies.

Grants | 2025/26 | 2026/27 | 2027/28

R '000 R '000 R '000
Equitable Share 277 095 286 477 299 411
Financial Management Grant ‘ 2000 | 2200 ‘ 2300
Expanded Public Works Program 1880 - -
Total 280 975 288 677 301 711

Other own revenue decreased from R155.6 million in the adjustment budget to
R115 million in the annual budget. A decrease can be attributed to the fact that
interest earned from receivables was increased in the adjustment budget.
However, when comparing the year to date actual to the adjustment budget it is
evident that the full budget will not be realised.
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Therefore, the original budget was used as a baseline instead of the adjustment
budget. Other own revenue comprises of interest earned from outstanding
debtors, operational revenues such as rental income, fines etc. a detailed

breakdown is illustrated under Table A4 under Paragraph 1.6.

Expenditure

The budgeted allocation for Employee related costs for the 2025/26 financial
year totals R282.7 million (excluding Councillor’s remuneration of R17.7 million).
The employee related costs budget did not include the attrition list, overtime to
an approximate amount of R6 million and the salary increase was calculated

before the 1.5 percent increase effected from 1 March 2025.

The cost associated with the remuneration of councillors is determined by the
Minister of Cooperative Governance and Traditional Affairs in accordance with the
Remuneration of Public Office Bearers Act, 1998 (Act 20 of 1998). The most recent
proclamation in this regard has been considered in compiling the Municipality’s
budget.

Provision for Depreciation and amortisation has been informed by the
Municipality’s Asset Management Policy as well as the GRAP standards. Note
that the implementation of GRAP 17 accounting standard brought a range of
assets previously not included in the assets register onto the register. The
recurring audit finding from the Auditor General [insufficient budget for
depreciation and amortisation] in terms of the depreciation was also considered

when compiling the budget.

Finance charges consist primarily of the repayment of interest on long-term
borrowing (cost of capital) that the municipality has with ABSA. The borrowing
was used to procure transport assets (fleet) in the current and the previous
financial years. Finance Charges [R1.2 million] are budgeted against the
amortisation schedule of the existing long term-borrowings with ABSA.
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The table below indicates the breakdown of Councillors’ allowances, senior

managers and other municipal staff salaries.

Setsoto Local Municipality - Supporting Table SA22 Summary Councillor and Staff Benefits

Summary of employee and councilor remunertion Ref 20012 223 0234 Cument year 2024125 2025126 Vedium tem revenue and
expenditure framework
Figures in Rand thousand Audted  Audied  Audfed  Orgnal  Adusted  Fulyear  Budget  Budget  Budget
oufcome  outcome  outcome  budget  budget  forecast  year  year+l  year+?
005026 00627 2020028
A B C D E F 6 H |
Councillors (political office bearers plus other)
Basic salaries and wages - W 16158 16666 16868 17710 18308 1943
% Increase B o 96%  44% o A0%  48% AD%
Senior managers of the municipality
Basic salanies and wages 4180 36T 3BT 38T 608 T4 TR
Pension and UIF confributions 8 496 496 496 143 130 (4]}
Performanca bonus PR - - - - - -
Motor vehicle allowance 1099 1306 1306 1306 270 2861 J0M
Cellphone allowance i i i 9% 102 106
Sub total - Senior managers of municipalty - B &t s 5T 99T 1031 10894
% Increase B B (120 % o T20%  40%  AD%
Other municipal staff
Basic salaries and wages 12815 13210 142485 158030 156030 198030 170025 170412 179283
Pension and UIF confributions 540 B0 713 0690 069 3069 33961 MM 36609
Megical aic contributions 1572 163 7633 1924 1924 19204 2655 2260 23761
Overtime 050 074 10535 10862 10862 10862 76 8003 B4
Performance bonus 040 10763 154 13564 13564 13564 14200 11984 12083
Motor vehicle allowance 14355 14602 16427 20802 0802 0802 A6 268 2807
Cellphane allowance 1199 12 i 140 149 149 o4 190 0
Housing allowances 1 5 123 136 1363 1363 512 53 561
(ther benefits and allowances 188 3 4 44 dd3 43 TR T B8
Payments i lieu of eave 1895 1% 2% u;o 21m A7 o4 055 1003
Lang sevice awards 1126 we 20 11 112 119 - - -
Postretirement benefit obligations (M43 2129) - - - - - -
Acting and past relatad allowance 295 361 34 3gAs o 3ER 38R 4D 423 44
Sub total - Other municipal staff 5404 29902 230048 207542 267542 267542 22712 28518 299730
% Increase 1%  83%  124% % o AT% 08%  At%
Total Parent municipality 5404 210902 268628 209470 290181 200181 M0460 314003 330,061
% increase U%  176%  19%  02% o T0% 1% Ath
Total salary, alowances and benefits 5404 20902 268628 209470 290181 200181 H0460 314003 330,061
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Inventory consumed and bulk purchases consists of the inventories such as
chemicals and the bulk purchases of electricity from ESKOM, an increase in the
budgeted amount in terms of inventory is informed by the ongoing increases in
prices and on Bulk purchases are determined and approved by NERSA. The bulk
purchases increases are expected to be 15% as per NERSA indication. The

municipality will undertake the cost of supply in the current year as well.

Other expenditure is a combination of Debt impairment, contracted services,
irrecoverable debts written off and operational costs. The other expenditure
budget decreased from R335 million in the adjustment budget to R307 million in
the annual budget. A detailed breakdown can be found under paragraph 1.7
Table A4.

Provision of Debt impairment for the 2025/26 financial year amounts to R136.9
million. While this expenditure is a non-cash flow item, it informed the total cost
associated with rendering the services of the municipality, as well as the

municipality’s realistically anticipated revenues.

Contracted services allocation amount to R48.3 million decreasing from R58.7
in the adjustment budget. The aim is to keep it to the minimum and ensure that
only services that the municipality cannot perform internally are outsourced. Note
should be taken that included in the amount is procurement of goods and

services and not necessarily the use of consultant only.

Irrecoverable debts written off is allocated R48 million decreasing from R58

million in the adjustment budget.

Operational costs appropriation amounts to R60.8 million. The cost
containment measures as outlined in the Circular 82 and adopted by the
municipal Council still apply. The municipality embarked on various strategies to
curb non-core expenditure e.g. Introduction of petrol cards to minimise the over

usage of fuel.
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1.5 Municipal Sustainability

For Setsoto Municipality to continue improving the quality of services provided to
its citizens it needs to generate the required revenue. In these tough economic
times strong revenue management is fundamental to the financial sustainability
of the municipality. The reality is that we are faced with development backlogs
and poverty. The municipality’s collection rate remains a concern; however new

strategies will be implemented to optimize revenue collection.

The expenditure required to address these challenges will inevitably always
exceed available funding; hence difficult choices must be made in relation to tariff

increases and balancing expenditures against realistically anticipated revenues.

Trading Services function has been allocated a revenue budget (excluding capital
transfers) of R587.3 million, while the corresponding expenditure budget
amounts to R549.3 million. This results in an overall operating surplus of R38
million for Trading Services. However, it is important to note that within the
Trading Services portfolio, Waste Management is projected to operate at a deficit
of R6.5 million.

This shortfall is attributed to rising operational costs and constrained revenue
growth in the waste management sector. The municipality remains committed to
improving cost-efficiency and enhancing revenue collection efforts in
underperforming service areas to ensure the long-term financial sustainability of

Trading Services as a whole.

In accordance with the applicable financial management standards, the
municipality is required to allocate a minimum of 8% of the carrying value of
Property, Plant, and Equipment (PPE) towards Repairs and Maintenance (R&M)
annually. Based on the audited Annual Financial Statements for the 2023/24
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financial year, the carrying value of PPE stands at R2.5 billion, which translates

to a required minimum R&M allocation of R200 million.

However, due to financial constraints and limited available resources, the
municipality has only been able to allocate R28 million for Repairs and
Maintenance in the upcoming budget, as reflected in Table SA34C. This
allocation represents only 1.1% of the PPE carrying value, which is significantly

below the prescribed benchmark.

The municipality acknowledges the importance of adequately maintaining its
infrastructure to ensure service delivery and asset longevity. However, the
current fiscal position necessitates a cautious and prioritized approach to
budgeting. Efforts are ongoing to identify alternative funding mechanisms and
efficiency improvements to progressively increase investment in asset

maintenance in future budget cycles.

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

e National Treasury’s guidelines and macro-economic policy;

e Growth in the Municipality and continued economic development;

o Efficient revenue management, which aims to ensure a a) annual collection rate for
property rates and other key service charges;

e Electricity tariff increases as approved by the National Electricity Regulator of South
Africa (NERSA);

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

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

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

e Increase ability to extend new services and recover costs;

e The municipality’s Indigent Policy and rendering of free basic services; and
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o Tariff policies of the Council.

1.6 Summary of Operating Revenue by source

Setsoto Local Municipality - Table A4 Budgeted Financial Performance (Revenue and Expenditure)

Description Ref 2021122 020 A2 Current year 2024/25 2025126 Medium term revenue and
expendiure framework
Figures in Rand thousand Audted  Audfed  Audted  Orginal ~ Adjusted ~ Fullyear Pre-fudited Budgst  Budget  Budget
oufcome oufcome  outcome  budget  budget  forecast  outcome  year  year+l  yeartl
020026 200627 2020028
Revenue
Exchange revenue
Senvice charges - Electicity B5% %004 103%7 126016 1260116 12816 08842 141353 MTTI3 135,009
Senvice charges - Water G562 ToM1  &7786 75060 83060 43060 74T 70841 TA0N  TTTH
Service charges - Waste water management J6y N6 4ame 4306 4316 4316 006 BG4 MU0 3EAMS
Senvice charges - Waste management @38 5788 588 SBM05  ABM05  ABN0D 4863 48230 A0400 52000
oale of goods and rendsing of services 1965 210 180 2142 2613 2613 1746 il 5l 60
Interest eamed from receivables 6 43166 5092 0000 938R2 W 0BW 630 SGAM 6180
Interest eamed from current and non current 41 0RO 25 4 9303 03 TR0 900 9% 04M

assels

Oividends

Rent on land

Rental from fixed asssts
Operafional revenue

Non-exchange revenue

Property rates

Fines, penalties and forfaits
Licances or pemits

Transfer and subsidies - Operational
Interest

Operational revenue

(Gains on disposal of assets

(ther gains

Total Revenug (excluding capital transfers
and contributions)

i m if i i 8 W %0 W 9
1905 1879 1ese 17 49T 19T 15 - - -
121 !l 1l 14 17 17 110 123 128 13
01 6867 26 563 78 1o mm 50 5 03

200504 S20808 38563 0518 ATt AAATL 074N 6067 376 95198

64620 68402 G208 g6 0006 g6 23N Al TTRIT BIIM
463 64 §a2 315 100 100 2 120 125 132
il i tl 13 l 2 i Kl il 3

6T BOI%  TEM4 0EM  TOEH JMEM W0 DA M6 A8
W% 60 S5 1 L7, 1 1 ¥
1B 15 5 s 5 S
Mmoo B B M MW : : :

T 117 11 00 B BN
BAOT MG MBMG OB 412G MG SOIN 49D AN 43N
TN BTN TR TBSAID G0 NG 6625 00 AT e
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In line with the formats prescribed by the Municipal Budget and Reporting
Regulations, capital transfers and contributions are excluded from the operating
statement, as inclusion of these revenue sources would distort the calculation of

the operating surplus/deficit.

Revenue generated from rates and services charges forms a significant
percentage of the revenue basket for the Municipality. Rates and service charge

revenues comprise 48% of the total operating revenue mix.

In the above table revenue foregone arising from discounts and rebates
associated with the tariff policies of the Municipality have been considered for

both property rates and service charges.
The above table breaks down revenue into Exchange and Non-Exchange
revenue. Exchange revenue is appropriated at R360.1 million [47%] and non-

Exchange at R412.9 million [53%)].

1.7 Summary of operating expenditure by standard classification
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Setsoto Local Municipalty - Table A4 Budgeted Financial Performance (Revenue and Expenditure)

Deseription Ref 002 ARB  NBA Clrent Year 204125 2025726 Nedum Tem Revenue and
Expendiure Framework
Figures in Rand thousand Audted ~ Auded  Audted  Ongnal  Adusted  Fullyear Pre-fudied Budgel  Budget  Budget

ofcome outcome outcome  budget  budget  forecast  outcome year  year+l  year+l
5% 080T 0%

Expenditure

Employes related costs 204 09017 JBMME 6TMD  MTMD T 190 DRATTD 4% 026
Remuneration of councilors 2o i dmM o 1608 16868 16068 1205 7M1 1808 104M
Bulk purchases - electiciy A T T 1 T N X VS 1 O T 3
Inventary consumed B 900 16004 46256 5% N6 1861 MEI0 06T AN
(bt mpaiment <195 TTMD G308 13603 16083 TAE 136083 143047 180305
Depreciation and amortiation - 100013 163006 162063 160000 1G9M00 276 w182 1462M 15513
Inferest A T | ¥/ RN NN /1 NN W A /' S K
Contracted services MG DA M6 B8 BT AT B 4 NI B
Transfers and sufsides 72 T X SV O N1 R (VI I 32
Irecoverable defts witen of 13004 G164 140743 SO0 SO0 W00 iB060 48000 0196 52660
Operationl costs BIE 45660 AN T20M  BIGME  BME JBAT6 G0 6364 667Ul
Total expendture G060 TOQ0T  BGDG6D  OD6TH 1004006 1034025 0660  GDAT  9B089 1034341
(Defici) Surplus 41066 (122477) (146.999) (1602) (200966 (200,166  §5.615 (169,986) (177.212) (18,068)
Transfers and sunsicies - capial (monefary TR D /A T A1 A 8T Y R
locations)

Transfers and subsides - capial (n-kind) . i

Surplusi(Deficit) after capitaltransfers and 18451 86403 G2200 R4S MBSR MRSME 20050 90296 94364 99086
contributions

Inercompany|Parent sUbsicary tansactons il . . . . . ]
Surplus/(Defict) for the year 18519 86490 62200 SR  BBE MBSI6 20088 90296 94364 99086

The table above illustrate expenditure by standard classification. The total expenditure
appropriation for the 2025/26 MTREF amount to R942.6 million. When budgeting for
expenditure the municipality considered recommendations made in Circular No. 129
and 130 pertaining to the reduction of Unauthorised, Irregular, Fruitless and Wasteful

expenditure. To achieve that related policies are reviewed and updated.
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1.7.1 Free Basic Services: Basic Social Services Package

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

that limit their ability to pay for services.

To receive these free services the

households are required to register in terms of the Municipality Indigent Policy.

The target is to register more indigent households during the 2025/26 financial

year; a process is reviewed every second year.

The cost of the social package of the registered indigent households is largely

financed by national government through the local government equitable share

received in terms of the annual Division of Revenue Act.

1.8 Capital Expenditure

Setsoto Local Municipalty - Table A5 Budgeted Capital Expenditure by vote, functional classification and funding

Yote Description Ref 202122 A2 WU Curment year 204125 2025126 Megium term revenue and
expenditure framework

Figures in Rand thousand Audted  Audted  Audted  Ongmal  Adusted  Fulyear Pre-Audted Budget  Budget  Budget

oufcome  outcome ouicome budget  budgel  forecast  oucome  year  vyear+l  year+
0006 200627 2007128

Capital expenditure - Vote

Single-year expenditure to be

appropriated

Yote 1 - Executive and Council 1035 4 - 14 140 169

Yote 2- Municipal Manager 108 n 12 - [ 2 m - - -

Vote 3 - Finance 163 nmoom 43 W w 148 M5 il i

Vote 4 - Administration and Support a4 a il - Pt PA i )] U %

ote 5 - Development Planning Socia 106 7 610 4406 14666 4666 2762 1687TS 176 18516

Securty

ote 6 - Technical Services 10433 3230 2180 2695 27766 TG 16782 20285 200448 296569

Capital single-year expenditure sub-otal 120364 6687 230466 2766 243986 243986 130747 207695 M00SN M
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Capital expenditure - Functional

Governance and administration
Executive and council 68 1,174 5 - 432 432 551 - - -
Finance and administration 734 1,230 1153 485 4707 4707 686 3935 4112 4317

802 2404 1,158 485 5130 5130 1237 893 412 4307

Community and public safety

Community and social services 2 - - - - - 15 - - -
Sport and recreation 19 - 232 1,306 7939 7,939 2618 12,050 12592 13222
Public safety 2 0 - - - - - - - -
Housing 09 1" - - 220 220 112

180 4 232 1,306 8,159 8,159 2,745 12,050 12,592 13,222

Economic and environmental

services
Planning and development 17 - - - - - - - - -
Road transport - 2,855 55,634 47485 38,458 38,458 15,641 25250 26,366 27105
17 2,855 56,634 47,485 38,458 38,458 15,641 25,250 26,386 27,705
Trading services
Energy sources 10,144 38,380 4686 11481 21123 21123 4238 7150 1472 7,845
Water management 96568 280547 133531 57951 1677 111677 82036 237885 248500 261019
Waste water management 12,622 12438 38338 110,008 56,308 56,308 23,855 - - -
Waste management 2 2 5887 3,050 3122 3122 9 1325 1385 1454
119,356 340,387 182442 182490 192230 192230 111123 246360 257447 270,318
Total Capital expenditure - Functional 120,355 345687 239466 231766 243986 243986 130,746 287595 300,537 315,562
Funded hy:
National govemnment 110225 300312 198133 218681 218681 218681 127727 2690885 282030 296,131
Barrowing 75 4444 18,050 5,300 5300 5,300 215 - - -
Internally generated funds 9,183 225 17,31 7785 15,865 15,865 2370 6,000 6270 6,583
9,258 4,669 35,421 13,085 21,165 21,165 2,585 6,000 6270 6,583
Total capital funding 119483 304981 233554 231766 239846 239846 130312 275885 288300 302,714

The maijority of capital budget of the municipality is earmarked for service delivery.
Full provision has been made for the grant funded projects. However, there is an
allocation for other supportive assets such as computers and furniture. The capital
budget will be funded from two revenue mix which are transfers from national

government and internally generated funds.

The following table provides a breakdown of budgeted capital transfers for the
2025/26 Medium Term Revenue & Expenditure Framework, from the Division of
Revenue Bill of 2025.

Grant 2025/26 2026/27 2027/28
R'000 R'000 R'000

Municipal Infrastructure Grant 67 233 62 064 64 866

Regional Bulk Infrastructure Grant 171 112 200 000 242 596




SETSOTO LOCAL MUNICIPALITY — ANNUAL BUDGET MTREF 2025/26

Water Services Infrastructure Grant 21 540 25 890 24 285
Total 259 885 287 954 331 747

1.9 Legislation compliance status

Compliance with the MFMA implementation requirements have been

substantially adhered to through the following activities:

In year reporting

Reporting to National Treasury in electronic format was fully complied with
monthly. Section 71 reporting to the Executive Mayor (within 10 working days)
has progressively improved and includes monthly published financial

performance on the Municipality website.

Internship programme

The Municipality is participating in the Municipal Financial Management

Internship programme and has employed four interns undergoing training in

various divisions of the Financial Services Department.

Budget and Treasury Office

The Budget and Treasury Office has been established in accordance with the
MFMA and headed by the Chief Financial Officer.

Audit and Risk Committees

The municipality has a function Audit & Performance Committee, fully constituted
of external members. In addition, there is functional Risk Management which is

chaired by an external person.
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Service Delivery and Implementation Plan

The detail SDBIP document is at a draft stage and will be finalised after approval
of the 2025/26 IDP and MTREF, it will be aligned and informed by both the IDP
and MTREF.

Annual Report

Annual report is compiled in terms of the MFMA and National Treasury
requirements. There are no backlogs in terms of annual reporting as all

processes dealing with the 2023/24 annual report have been finalised.

MFMA Training

The MFMA training module in electronic format is presented at the Municipality
internal centre and training is ongoing. Other training interventions aimed at
ensuring compliance and implementation of the MFMA are being attended by

municipal officials as and when the need has been identified.

Financial Management Capability Maturity Model [FMCMM] and E-Monitoring

The municipality reports in terms of the FMCMM and e-monitoring as required.

Policies

All budget related policies were amended and reviewed where necessary and
they will be tabled in the Municipal Council meeting together with the annual
budget.

1.10 Funding credibility on cash flow
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The municipality is not allowed to approve an unfunded budget. Accordingly,
National Treasury uses various funding modules and funding assessment tools.
As per the funding assessment tool entailed in the Municipal Budget and
Reporting Regulations Schedules [SA 10], the 2025/26 draft budget is funded.

Setsoto Local Municipality - Supporting Table SA10 Funding measurement

Description of financial indicator ~ MFMA ~ Ref 2021122 2022123 202314 Current Year 2024/25 202526 Medium Term Revenue and
section Expenditure Framework
Figures in Rand thousand Audited  Audited  Audited  Original ~ Adjusted  Full year Pre-Audited Budget ~ Budget  Budget

outcome  outcome  outcome  budget  budget  forecast  outcome year year+!  year+?
02526 200621 2021128

Borrowing

Capital charges to operating 12% 07% 04% 03% 03% 03% 07% 01% 0.1% 0.1%
Reserves

Surplus/(Deficit) 3220202 2908179 3001717 3045892 3023104 3023104 3125064 3607420 4203683 2377358
High level outcome of funding compliance

Total operating revenue 5712321 637420 706666 765500 - B338A9  B33AA0 662235  7TI0R0  BOTETT 848273
Total operating expenditure 531255 7H0807 853665 025731 1034025 1034025 606620 942674 085089 1034341
Surplus/(Deficit) budgeted 41066 (122477)  (146999) (160231) (200166) (200166) 55,615  (169585) (177212)  (186,068)
Operating statement

Surplus/(Deficit) considering 3206292 2908179 3001717 3045892 3023104 3023104 3125084 3607420 4203683 2377358

reserves and cash backing
MTREF Funded (1) / Unfunded (0) 1 1 1 1

1 '| 1 1 W “
MTREF Funded / Unfunded @ ﬂ @ @ @ @ ﬂ @ @ @

Part 2 — Supporting Documentation

2.1 Overview of the annual budget process

In line with the provisions of the Municipal Finance Management Act (MFMA), the
municipality has taken steps to ensure compliance with key legislative requirements

governing the annual budget process.

Section 53 of the MFMA requires the Mayor to provide general political guidance over
the budget process and to ensure that the setting of priorities informs the preparation
of the annual budget. In fulfilling this responsibility, the Mayor has played an active role

in guiding the budget planning process in alignment with strategic municipal objectives.
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In accordance with Section 21 of the MFMA, the Mayor is further required to coordinate
the preparation of the annual budget and to table in Council, by August, a time schedule
that outlines the process for revising the Integrated Development Plan (IDP) and
preparing the budget for the coming financial year. The Mayor fulfilled this obligation
by tabling the time schedule in August, ten months before the commencement of the

new budget year.

Furthermore, the Mayor tabled the draft annual budget at a Council meeting 90 days
prior to the start of the budget year, in compliance with the timeline stipulated in the
MFMA. This early tabling enables adequate time for consultation and refinement before

adoption.

In terms of Section 22 of the MFMA, once the draft annual budget is tabled, the
Accounting Officer is required to publicise the budget and invite public representations
and stakeholder input prior to its final approval. This process has been duly initiated to
ensure transparency and to allow for meaningful community and stakeholder

participation in the budget finalisation process.

These steps reflect the municipality's commitment to sound financial governance,

participatory budgeting, and compliance with legislative requirements.

2.2 Overview of budget related policies

The municipal budget related policies were reviewed as part of consultation. The

following policies are attached:

Asset Management Policy

The policy was reviewed to include the role and responsibilities of the following
departments/units: Project Management Unit; Fleet Management; Human Resources
Management and End Users.

Budget Policy
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The policy was reviewed and there were no amendments made to the policy for the
2025/26 financial year.

Cellphone and Data Allowance Policy

The amounts and designations who qualify for cellphone and data allowances were
reviewed. The policy places the responsibility on the employee to always ensure that

the devices, airtime and data is available for the performance of duty.

Creditors Policy
The policy was amended to remove conditions and limitations imposed by the policy,
which were not aligned to any legislation, particularly where the policy was imposing a

certain number of payment runs to be effected over the week.

Customer Care and Debt Collection Policy

The policy was reviewed to cater for the principle of ‘one erf, one account’ with the
exception of chain stores; availability fee on vacant sites; deduction from prepaid
purchases on accounts 90 days in arrears; how the interest will charged on overdue
accounts; thresholds for once off payment at reconnection were reviewed and other

related matters.

Employee Study Allowance Policy

This policy has incorporated the maximum amounts that will be payable for studies of
employees with the focus long distance learning programmes which result in Diplomas
and up to a Postgraduate/Honours Degree. It also provided for the obligation of the
employee in respect of remaining in service for the number of year after completion of

his/her studies.

Fund and Reserves Policy

The policy was reviewed and there were no amendments made to the policy for the
2025/26 financial year.
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Indigent Policy
There were no major changes on the policy. The policy was reviewed to adjust the
wards inline with the demarcation of the municipality and that indigent registration will

happen biennially.

Insurance Management Policy
The policy was reviewed and there were no amendments made to the policy for the
2025/26 financial year.

Investment and Cash Management Policy

The policy was reviewed and there were no amendments made to the policy for the
2025/26 financial year.

Long Term Financial Plan Policy

The policy was reviewed and there were no amendments made to the policy for the
2025/26 financial year.

Preferential Procurement Policy
The policy was reviewed to include certain definitions and extra information on points

allocation in terms of specific goals.

Property Rates Policy
There were no major reviews on this policy as it was adequately reviewed when the

new general valuation roll was implemented in July 2023.

Policy for Relocation of Newly Appointed Employees

Addressed challenges identified in the initial policy in respect of relocation quotations
to be in line with SCM Processes as well as provision of accommodation for newly

appointed employees at specific levels ie Senior Managers, Middle Managers and
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Scarce Skills Positions, on a percentage-based sliding scale for a maximum of three

months.

Supply Chain Management Policy

The policy was reviewed to cater for sub-delegations; transactions that may need one
quotation were re-arranged; rephrasing of certain paragraphs to make it clear that no
permanent appointment of BEC members and procedure to deal with appointment of

panel of service providers.

Tariff Policy
There were no changes to the policy other than the change of tariffs as per the tariff list

applicable for 2025/26 financial year for various services.

Travelling and Subsistence Allowance

Minor amendments to the amounts for Breakfast and Dinner as well as bringing
Travelling in line with SARS Tariffs. Provision was also incorporated to accommodate
travelling of councillors on official business within the municipal jurisdiction as well as
the submission of information with claims before a claim will be processed. A further
amendment was also made to ensure claims are submitted within specific timeframes

to comply with tax years and financial year end.

Virement Policy
The reviewed policy to allow divisional managers to authorise virement within their
budget; and to restrict virements in the first quarter of the financial year and the last

month of the financial year.

2.3 List of Tariffs

The municipal budget was compiled using the attached Tariff list.



