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NELSON MANDELA BAY METROPOLITAN MUNICIPALITY
BUDGET AND TREASURY COMMITTEE

MEMBERS: Councillor K B Ngqisha (Chairperson)
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Councillor M J De Andrade
Councillor D A Hayselden
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Councillor K A Mani
Councillor X L Notshe
Councilior N E Ngakula
Councillor B S Pegram
Councillor L Peter
Councilior W Senekal
Councillor S Tukani
Councillor P B Vani

A MEETING OF THE BUDGET AND TREASURY COMMITTEE WILL BE HELD IN THE
COUNCIL CHAMBER, CITY HALL, GQEBERHA ON THURSDAY, 23 JULY 2026 AT

9:00.

AGENDA
1 APPLICATIONS FOR LEAVE OF ABSENCE IN TERMS OF PARAGRAPH 4 OF THE
CODE OF CONDUCT (SCHEDULE 7 OF THE LG: MUNICIPAL STRUCTURES ACT NO.
117 OF 1998 AS AMENDED)

2. DISCLOSURE OF INTERESTS BY COUNCILLORS IN TERMS OF PARAGRAPH 6 OF
THE CODE OF CONDUCT

3. DISCLOSURE OF INTERESTS BY OFFICIALS
4. CONFIRMATION OF MINUTES - (Meeting held 28 April 2026)

5. REPORT BY CHIEF FINANCIAL OFFICER (circulated herewith)

PLEASE BRING TO THE MEETING THE BUDGET AND TREASURY AGENDA AND
THE 15T SUPPLEMENTARY AGENDA DATED 4 JUNE 2026, AS SAME WILL NOT BE
REPRODUCED.

Y MATAKANE - DAKUSE (MS)
ACTING EXECUTIVE DIRECTOR :
CORPORATE SERVICES

15 July 2026
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NELSON MANDELA BAY MUNICIPALITY
CYCLE NO. 12/2026
REPORT OF THE CHIEF FINANCIAL OFFICER

TO THE
BUDGET AND TREASURY STANDING COMMITTEE

MEETING DATE: 23 JULY 2026

1. PRELIMINARY FINANCIAL REPORT FOR THE PERIOD 01 JULY 2025 TO 30 JUNE
2026 AND THE ASSESSMENT OF THE MUNICIPALITY’S FINANCIAL POSITION AS
AT 30 JUNE (2025/26 FINANCIAL YEAR)

1.1 PURPOSE

The purpose of this financial report is to assess the financial performance and financial position
of the Municipality and its consequential impact on the implementation of the approved 2025/26
Operating and Capital Budgets. This financial report presents an assessment of the municipality’s
financial performance and financial position as at 31 May 2026 as required in terms of Section
71 of the Municipal Finance Management Act (MFMA) 56 of 2003. of the Local Government:
Municipal Finance Management Act (MFMA), (Act No. 56 of 2003). This financial repont also
highlights financial risks to the municipality that were identified whilst implementing the Council
approved budget, with some of these risks being mentioned in previous reports to the Budget and
Treasury Standing Committee.

The Committee must note that as this report contains financial and or performance information
obtained or sourced from various role players, it goes without saying that the successful
presentation of the required information depends on various stakeholders availing the required
information timeously.

| must indicate, for an example, that the Electricity and Water losses disclosed in this report are
obtained directly from officials of both Directorates (i.e. Electricity and Energy & Water Services),
and in terms of this report the figures indicating both losses are as per the information received
from the two Directorates. It is our desire that the information tabled to the Commiittee is always
as updated as far as practically possible.

1.2  LEGISLATIVE REQUIREMENTS

The Municipality is required to assess on an ongoing basis whether it collects sufficient revenue
to meet its commitments, such as paying Employees, Councillors, Eskom, Department of Water
Affairs, service providers, etc. In accordance with Section 71 of the Municipal Finance
Management Act (MFMA) 56 of 2003. of the MFMA, the Accounting Officer is required to submit
to the National and Provincial Treasuries a monthly statement on the state of the municipality’s
budget

1.3 EXECUTIVE SUMMARY

This report provides a balanced and consolidated financial performance overview to assist
Council in its oversight role over the financial affairs of the municipality. An analysis of the financial
position and performance was undertaken to determine the relative financial strength and liquidity
of the Municipality as at 30 June 2026.
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To pravide a comprehen0/Osive analysis, it was necessary to compare the 2025/26 Operating/
Capital Budgets, the General Ledger and the actual cash inflows and outflows of the Municipality,
thereby determining relationships and the associated spending and income trends experienced
for the 2025/26 financial year. The aforementioned were complemented by analysing the cash
flow position, the investment portfolio, ratios, the operating and capital budget performance for
the 2025/26 financial year, in order to facilitate an informed assessment of the relative liquidity
and financial position of the Municipality.

1.4  FINANCIAL PERFORMANCE HIGHLIGHTS AS AT 30 June 2026 OF THE 2025/26
FINANCIAL YEAR

The current financial performance highlights are as follows:

1.4.1. Operating revenue amounted to R18,170 billion, whilst operating expenditure amounted to
R14,646 billion. It must be noted that R13,210 billion of the operating revenue comprises of
Property Rates and Service Charges (i.e., Electricity, Water, Sanitation and Refuse) which
represent billed revenue.

The following table summarises revenue raised vs expenditure incurred from 1 July 2025 to 30
June 2026.

TABLE 1: Summary of Revenue Raised vs. Expenditure incurred (1 July 2025 to 30 June
2026)

Description B Budget Year 2025/26

Adjusted Budget| Year TD actual | % Achieved
R thousands
Revenue B
Exchange Revenue
Service charges - Electricity . — 6,447,444 6,142,788 95%
Service charges - Water B 2,838,121 2,550,617 90%
Service charges - Waste Water Management 915,298 884,960 97%
Service charges - Waste management = . 365,994 347,425 95%
Sale of Goods and Rendering of Services = - | 126,911 115.594 91%
Agency services e m— 18,176 4,287 24%
Interest - = - -
Interest earned from Receivables ot N 1,106,615  1.474,583 133%
Interest from Current and Non-Current Assets 290,809] 231,900 80%
Dividends - — —_ - - - -
Rent on Land — - - B - -
Rental from Fixed Assets o ] | 44,286 46,599 105%|
Licence and permits N _22,365] 21,726 97%
Special rating levies . o N I i
Qperational Revenue B _ 29,793 39,369 132%
Non-Exchange Revenue - - - -
Properly rates o - 3328813 3,283,770 99%
Surcharges and Taxes N | | - -
Fines, penalties and forfeits I 134,530 80,028 59%
Licence and permits - B | 1 I | I -4
[Transfers and subsidies - Operational - L 2414205 1,824,355 76%
[Interest B B B | 158,695| 257,672 162%
Fuel Levy B L R I 861,978 861,978 100%
Operational Revenue - B h e - -
Gains on disposal of Assets B B I 2379 3,150 132%
Other Gains = - - Il
Discontinued Operations o I
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Description | Budget Year 2025/26
] IAdjusted Budget| Year TD actual |% Achieved
Total Revenue (excluding capital transfers and contributions) 19,107,414 18,170,802 95%
Expenditure By Type
Employee related costs 4,506,106 4,118,171 91%
Remuneration of councillors 97,870 91,538 94%
Bulk purchases - electricily 7,277,226 7,040,030 97%
inventory consumed ~ - 343,286 269,527 79%
Debt impairment - - 1,818,084 45 0%
Depreciation and amortisation 1,051,415 1,049,975 100%
Interest - 88,760 62,246 70%
Confracted services - 1,833,466 992,730 54%
Transfers and subsidies N 34,959 164,703 471%
Irrecoverable debts written off - 676,027 128,496 19%
Operational costs -l 961,271 728,697 76%
Losses on Disposal of Assets - -
Other Losses 385,921 - 0%
Total Expenditure 19,073,394 14,646,159 7%
1.4.2. Capital spending for 2025/26 as at 30 June 2026 amounts to R1,044 billion or 47.12% of
the approved consolidated adjusted capital budget of R2,215 billion.
1.4.3. The conditional grants as indicated in the table below have been received up to 30 June
2026. The table below also reflects the spending on conditional grants and Equitable
Share.
TABLE 2: Spending on Grants received from the national / provincial government as at 30
June 2026.
Budget Year 2025/26
Descripiion ABdJ:;t:td Year TD actual| Year TD actual Avg:i:': ® % Spent
R thousands RECEIPTS: PAYMENTS
RECEIPTS:
Operating Transfers and Grants
National Government: 2,203,286 1,687,798 1,304,348 898,938| 59.20%
Local Government Equitable Share 1,637,749 1,397,145 987,708 650,041 60.31%
EPWP Incentive 2457 2457 4,356 -1,899] 177.29%
Finance Management 1,000 1,000 866 134| 86.60%
Infrastructure Skills Development 8.900 8,900 5,773 3,127| 64.87%
LGSETA 7496 1,370 -1,370]  0.00%
Urban Settlements Development 103,902 - 181,603 -77,701] 174.78%
Public Transport Networks Opeérations 241,225 178,585 120,672 120,553 50.02%
Neighbourhood Development Partnership 12,800 ~ 2,000 10,800 15.63%
Urban Development Financing Grant 36,000 22,400 - 36000 0.00%
Regional Bulk Infrastruclure 52,338 33,871 - 52,338] 0.00%
Energy Efficiency & Demand Side Management 1,339 - - 1,339 0.00%
Informal Settlements Parinership Grant 105,577 35,944 - 105,577 0.00%
- -l 0.00%
Provincial Government: 206,899 36,789 22,030 184,869] 10.65%
DRPW (Maintenance of Roads 22,200 7,946 14,885 7,315 67.05%
Marine and Coastal Development 514 - 172 342 33.46%
Housing Title Transfers 74 90 90|  0.00%
Eastern Cape Capacity Building Grant 184,185 9,559 7,037 177,148 3.82%
Libraries 19,210 0] 0.00%
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Budget Year 2025/26

pescliption Ade:;t;d Year TD actual| Year TD actual Avsai;z::;a ol Spent
Other grant providers: 43,020 - 43,020, 0.00%
Local Govemment, Water and Related Service SETA 35,565 35,565 0.00%
Product 0| 0.00%
South Africa Revenue Service (SARS) 7,455 7455 0.00%
Total Operating Transfers and Grants 2,453,205 1,724,587 1,326,378 1,426,827| 54.07%
0
Capital Transfers and Grants 0.00%
National Government: 1,388,944 1,402,779 724,525 664,419] 52.16%
|Public Transport infrastructure 57,000 —~ 29,706 27,204| 52.12%
Urban Settlements Development 1,304,370 537,841 297,469 1,006,901 22.81%

Neighbourhood Development Partnership -

Integrated National Electrification -

Integrated City Development -
Informal Settlements partnership Grant 21,913 315,810 229,067 -207,154(1045.35%
Flood Relief Grant 78,384 -78,384|  0.00%
Energy Efficiency & Demand Side Management 5,661 3,000 - 0 0.00%
Regional Bulk Infrasiructure 246,129 69,714 -69,714|  0.00%
Flood Response Grant 20,185 -20,185  0.00%
Other grant providers: 43,000 - 41,882 1,118] 97.40%
Private Contributions 43,000 - 41,882 1,118 97.40%
Total Capital Transfers and Grants 1,431,944 1,102,779 766,407 665,537] 53.52%
TOTAL RECEIPTS OF TRANSFERS & GRANTS 3,885,149 2,827,367 2,092,785 1,792,364| 53.87%

1.4.5

1.46

As previously reported, the NMBM finalized the raising of an external loan during the 2020/21
financial year, to finance service delivery projects linked to the Water, Sanitation and Electricity
services, in the amount of R750 602 100. The external borrowing was taken up in 6 tranches,
and the last tranche of R 169,165,620 was taken up on 28 February 2023. As at 30 June 2026,
the unspent portion of the External Loan from Nedbank amounted to R1,707,617.39 (Incl VAT).

Overdue debts have increased by R 5,466,034,488 during the 2025/26 financial year. The
average collection rate for the 2025/26 financial year to date amounted to 70.1%. The collection
rate for the month of June 2026 based on what was billed for May 2026 was 76.59%. As
previously reported, the Committee must also note that the introduction of punitive water tariffs
necessitated by the drought situation has had a negative impact on the collection rate and has
also contributed to the escalation in water debt, hence there has been a report that recommends
writing-off a portion of the arrear water debt in the Standing Committee meeting held on the 10th
February 2025. As at 30 June 2026, R 12,136,021,435 or 76.59% of the R 15,844,943,741
revenue billed as at 31 May 2026 was received in cash. The budgeted collection rate of 75%
required that R11,883,707,806 should have been collected during this period, resulting in an
under collection of revenue billed to date amounting to approximately R 2562,313,629.

An amount of R 964,801 million is owing to Creditors (Trade and Other Payables excluding Bulk
Electricity) of which R 52,630 miillion is current creditors (within the 30-Day period and not yet
payable or due). Creditors consist of Payments, Accruals and Relentions. Below is a table
detailing the amounts included in this figure:




51

Budget and Treasury Standing Committee
June 2026

TABLE 3: Trade and other payables for the period ending 30 June 2026

|Detail [0-30Days [31-60days  [61-90days | Above 91 days| Total 1%
1 N — | | E— B —r
Y R '000 'R'000 R '000 R ‘000 R '000
| Bulk Electricity | 890,763,205 B B 890,763,205 48
1 E =
Bulk Water - _ E
PAYE deductions - -
VAT (output less input) ] - B
Pensions / Retirement deduclions - P - —
Loan Repayments - B o -
Trade Creditors 39,293,586 41,276,238 6,708,505  224,395,034| 311,673,363 17
Auditor-General 1721514, -l - 17218514 0
Other 11,615,295 676,880 8,504,005 630,610,863| 651,407,044] 35
Medical Aid Deductions - - EE I T B
Total 943,393,600]  41953,118] 15,212,510  855005897| 1,855,565,125 100
NMBM’'s ESKOM Bulk Electricity account is not in arrears as per the attached statement of
account for this reporting period and the value indicated in Table SC4 comprises of a reconciling
item and monthly accrual entry.
It is important to note that the Non-Current Creditors in the amount of R 912,17 1million contains
Developers Contributions and Other deposits (R84,531 million), Creditors Retention (R178,897
million), Upgrading of New Brighton Library (R2.513 million) and Port Elizabeth Land Restitution
Project (R2.129 million) that are not due within 30 days or to be paid back within the 2025/26
financial year. It can be concluded that an amount of R268,070 million is due for payment but has
been outstanding for a period of longer than 30 Days from the date of the invoice, due to various
reasons. The remaining R644,101 million, outstanding for a period of longer than 30 days, is not
yet due for payment.
1.4.7 The municipality’s investment portfolio has decreased by R906.818 million (24.06%) since June
2025 from R3.768 billion to R2.861 billion and this could have been because of the (i) number of
payments that are processed during the period July to June 2026 as leading up to the conclusion
of the prior year annual financial statements (2024/25), (ii) poor debtors’ collection rate which also
had a material impact on the cash flow position, (iii) delayed transfer of DORA Conditional Grants
and (iv) a sign that the municipality may be utilizing the limited reserves to service certain
operations, which is not financially sustainable.
1.4.8 The cumulative Water losses for the 2024/25 financial year amounted to 73.741 million ki or

57.62%. Cumulative Water losses for the first 10 months of the 2025/26 financial year amounted
to 66,102,932 ki or 58.90%.

The non-revenue electricity losses for the 2024/25 budget year amounts to 26.81% of
(932,537,678kWh), or an equivalent of R1.323 billion. The year-to-date total non-revenue
electricity losses for the 2025/26 budget year are 28.48% (877,569,902Kwh), or an equivalent of
R1,490,823,213 million. The year-to-date Electricity Loss calculation up to 30" June 2026 was
not available or received from Electricity and Energy Directorate at the time of finalising this
report. Electricity losses for the month ending 31 May 2026 amounts to 29.94% (88,878,134Kwh)
or an equivalent of R136,822,357 million.
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1.6 THE FINANCIAL IMPACT OF OVERTIME

Agenda

The overtime worked for 12 months of the 2025/26 financial year amounted to
R350,723,457. The main Directorates responsible for the overspending are the (i) Water
Service, (ii) Office of the Municipal Manager, (i) Safety & Security, (iv) Office of the Executive
Mayor, (v) Public Health, (vi) Sanitation Services, (vii) Human Settlements, (viii) Recreational
Services and (viv) Budget & Treasury. A total of R46 million has already been virement to
Overtime. If the current trend continues, it is projected that the Overtime Adjustment Budget has
been overspent by R11 million on the 30™ of June 2026.

TABLE 6: Overtime expenditure for the period 1 July to 30 June 2026.

" Row Labels Sum of 2026 | Sum of 2026 | Sum of 2026 | Sum of 2026 | Sum  of
B Budget | Adj Budget Virements | Actuals Projection
Budget&Treasury | 8,860,780 | 9,233,040 2493370 | 10,084,533 | 11,577,968
Chief Operating Officer 2,378,030 | 2,143,030 455,000 | 1,351,126 | 2,418,246
| Corporate Services o 9,143,190 9,501,900 -50,000 7,395,161 | 8,661,649
Economic Development & Recreational
Services 385,900 385,900 | 37.870 411,320 463,583
Electricity & Energy | 89,077,020 67,014,520 2,125,000 50,729,623 | 65,159,480
_Executive Mayor - 854,670 1,204,670 260,000 1,090,765 | 1,189,926
Human Setllements 1 896,870 3,078,110 1,227,688 1,309,057 | 1,867,340
J&E Rate & General - 10,923,700 10,744,700 |  -667,000 5,705,887 | 10,167,604
Municipal Manager 192,950 44,480 | 230,000 242,669 | 264,730
Nelson Mandela Metropolitan Municipality | 16,895 18,431
Public Health N 30,909,110 | 31,859,580 6,029,000 | 36,163,862 | 39,493.776
| Safely & Security 125,393,480 131,219,830 | 17,650,000 | 120,220,118 | 141,496,120
Sanitation 32,308,050 38,796,120 3,455,720 33,607,130 | 40,021,004
Special Projects & Programmes — 7860, | 37,642 41,064
| Sport, Recreation, Arts & Culture 10,716,380 | 13,868,060 | 4,565,840 |  13,975605 | 16,907,544
Water Service . 37,150,030 42,837,030 | 8793250 | 50,373,163 | 55,228,312
Grand Total — 339,190,160 361,938,830 | 46,605,738 350,723,457 | 394,976,776

These directorates will have to make a concerted effort to monitor the work programmes of
employees in these Directorates.

TABLE 7: Historic Overtime expenditure trends from 2017/18 to 2024/25

Directorate 2017/2018 | 2018/2019 | 2019/2020 | 2020/2021 | 2021/2022 | 2022/2023 | 2023/2024 | 2024/2025

Actuals Actuals Actuals Actuals Actuals Actuals Actuals Actuals
Infrastructure & Engineering R&G 4317.024| 6,247465 57349645 7.781,651| 8,054,250 9,693,501 10,354,960 6,355,367
Human Settlements 430,116 942 996 734,493 522,384 550,583 831,766 1,194,328/ 2,602,911
Public Health 20,781,046| 27,247,273 24,848,033| 30.955479| 37,847,153| 37,213,127 40,924,662| 39,153,350
Sport, Rec, Arts & Culture £,207,957| 9,206,181 7,858,502| 4.700,056| 8,458,916 10,601,282 14,414,429| 16,980,072
Safety & Security

45,617,891| 76,720,540] 112,333,008/ 128,459,967 108,843,218/ 107,835,094/ 186,680,177| 201,641,664
Economic Dev, Tourism & Agri 568,589 640,741 802,378 668,259 472287 675,650 1,362,733 443,153
Corporate Services 5113,737| 6,815,851 5,112,714| 3,857,871 6400,590| 7,674,515 7,487,691 7,530,754
Budget & Treasury 7.913,218| 9.404,412| 7576136 4514,354| 6,249,574| 6949565 7,364,097| 9,586.458
Executive Mayor 435,847 307,970 420,580 358,220 544 583 412,059 893,557 1,113,589
Sanitation 16,154,418 19,237.423| 24,073.918| 26,278,028 29,265,055 36,340,236| 42,469,074| 42,315,290
Water 21,441,984| 29,397,881| 37,399,119| 44,233,144| 44,413,757 46,907,391| 52,749,968| 53,859,164
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Directorate 2017/2018 | 2018/2019 | 2019/2020 | 2020/2021 | 2021/2022 | 2022/2023 | 2023/2024 | 20242025
Actuals Actuals Actuals Actuals Actuals Actuals Actuals Actuals
Municipal Manager 183,014 237,847 279,305 173723 197,671 157,383 204,246 295,131
Electricity & Energy 25,209,115| 35,465,323 41,720,309| 50,381,141| 56,910,684| 80,896,565 94,860.714| 79,947 555
Chief Operating Officer 252,894 677,398 386,227 1,515,504 903,439 1,225940| 1,201,055 1,525182
Spec Project and Programmes 97.673 230,027 119,170 14,705 33,309 43,225 66,091 46,727
Grand Total
154,724,523 222,779,330| 269,013,587| 304,414,486| 309,145,069 347,457,300| 462,227,782 463,396,367
Percentage Increase 43.98% 20.75% 13.16% 1.55% 12.3%% 33.03% 0.25%
As indicated previously there was a reduction in actual overtime payments from 2017 to 2018
which was the direct result of a new Overtime Policy that was implemented at the time for a pericd
of 2 months only, and subsequenltywithdrawn as a result of a moratorium placed by Council on
the implementation of that policy. As reported in the previous financial year/s, considering the
extent of overspending, the conclusion of the outstanding Overtime Policy in line with the relevant
legislation, by the Corporate Services and Human Resources Standing Commitiee is long
overdue. The fact that there is no guiding policy dealing with this matter, poses a significant
financial risk for the institution, as previously also raised during the budget assessments and or
mid-term financial reviews by National Treasury.
1.7 VARIOUS FINANCIAL RATIOS
The following financial ratios are monitored on an ongoing basis:
TABLE 8: Various ratios vs. targeted ratios for the 2025/26 financial year
[ Ratio Actual | Actual | Actual | Actual | Actual | Restate | Audit | Audit | June June | Targets
| 2016/17 | 201718 | 2018/19 | 2019/20 | 2020021 | 2021122 |2022/23| 2023/24 | 2024125 | 2026 -
Current Ratio 1.63:1 1731 1851 | 2124 | 2443 | 2144 | 2411 | 2311 | 2474 1.66:1 2.20:1
Liquidity Ratio 1 0700 | 0921 | 1051 | 1010 | 1491 | 1281 [1.271 ] 1221 | 1101 | 0791 [ 1151 |
Average Debtors' Collection Rate 94.3% | 931% | 947% | 83.4% | 855% | 76.16% [63.31% | 75.62% | 71.07% | 70.06% | 75.00%
Creditors’ payment Rate (i.e., 30 Dayson | 33days | 43days | 44 days | S0days | 59 days | 72days |59 days| 61days | 46days | 43days | 30days
Receipt of Invoice) - |
Cost Coverage (excluding unspent 220 |38 months| 3.64 4.00 484 5.24 5.24 408 254 [1.66 Months| 2.76
conditional grants) months months | months | months | months |months| months | months months
Debt servicing costs to Operaling 278% | 240% | 217% | 196% | 191% | 233% |197% | 192% | 168% | 099% [ 1.36%
Revenue Ratio . 1 ' [ I R | — R

1.7.1. Collection Rate as recorded above:

It must be noted that the original budgeted collection rate for the 2025/26 financial year was set
at 75.00%. The average collection rate for the 2025/26 financial year to date amounted to 70.64%.
The collection rate for the month of June 2026 based on what was billed for 2026 was 76.59%.
A lot is required to be done to improve this situation. As National Treasury advised during the
latest Mid Term visit the city also require embarking on benchmark exercises with best performing
cities to learn from best practices.

1.7.2. Creditor’s Payment Rate

The creditors payment up to 30" June 2026 was not available or received at the time of finalising
this report therefore it still reflects figures from May. The main factors influencing the May 2026
payment days are the following:
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The National Treasury target has been set at 30 days from the date when the invoice has been
received. By using the receipt date of the invoice, as recorded by the Directorate, the number of
days taken to pay creditors during the following three months is as follows:

March 2026 - 52 days
April 2026 — 34 days
May 2026 - 29.16 days

The resulls above indicate that the Creditors’ payment days were not met by the NMBM for the
period March 2026 - April 2026 and have been met for May 2026.

It remains the responsibility of each Directorate to ensure that Invoices are received and
processed relating to service delivery within their Directorate.

During May 2026 the number of days to process documentation increased significantly for the

following Directorates:

Directorate - No, of Days (MAY) |
Infrastructure & Engineering: Rate & General ' B 259.10]
Chief Operaﬁt?_g Officer - - i 145.27|
[Recreational & Cultural Services 137.96|
Sanitation R - - ° T - 121.16|
Water Services o - |+ _1—16_11‘{

The above results for the Municipal Manager Directorate are attributed to late payments that
were made to supplier GRAY MOODLIAR INC. which were approved in excess of 100 days from
the Date of Receipt of invoice. The late payment reason recorded by the Directorate is "AWAITED
BUDGET".

The above results for the Chief Operating Officer Direciorate are attributed o late payments
that were made to supplier W LANGSON AND ASSOCIATES INC which were approved in
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excess of 60 days from the Date of Receipt of invoice. The late payment reason recorded by the
Directorate is "RECEIVED FOR PROCESSING IN FEBRUARY 2026".

The above results for the Sanitation Directorate are attributed to late payments that were made
to supplier GAP MANAGEMENT which were approved in excess of 400 days from the Date of
Receipt of invoice The late payment reason recorded by the Directorate is “NO FUNDS".

The above resuits for the Recreational & Cultural Directorate are attributed to late
payments that were made to supplier SIYAYA KHAYA Construction which were approved

in excess of 400 days from the Date of Receipt of invoice. The late payment reason

recorded by the Directorate is "Delays in contractor amending the invoice "

2 DETAILED REPORTS ATTACHED TO THIS REPORTS ATTACHED AS ANNEXURES
TO THIS REPORT

To comply with “Schedule C" of the Municipal Budget and Reporting Regulations (No. 32141
dated 17 April 2009) the following detailed schedules for the period ending 30 June 2026 are
atltached:

Annexure “A1" - Operating Revenue and Expenditure Performance: This Annexure illustrates
the Operating Performance position for the reporting period. It answers the question of how the
revenue as at the end of the reporting month compares to the expenditure for the same period.

Annexure “A2” — Capital Budget Performance: This Annexure gives the position of the Capital
Budget for the reporting pericd. In total about 47.12 % of the Consolidated Capital Budget of
R2.215 billion has been incurred as at the end of June 2026. Some of the reasons that may have
resulted in this position are disclosed elsewhere in this report.

Annexure “A2(i)” — Capital Expenditure Reporl. This Annexure show the detail of all Capital
Projects per Directorate indicating the Budget, any amendments, expenditure up to 30 June 2026
as well as the funding source for each project.

Annexure “A3” — Projected Cash Flow Statement: This Annexure illustrates the inflows and
outflows of Cash for the period ending 30 June 2026.

Annexure “A4” - Consolidated Budget Tables (incl. MBDA figures): This Annexure illustrates
the financial position of NMBM for the reporting period including the financial records of the
municipal entity.

Annexure "A5"” — Analysis of Municipality's Balance Sheet: This Annexure details the balance
sheet items including:

i.  QOutstanding Consumer Debtors
ii.  Qverview of Creditors position
ii.  Investment portfolio
iv.  Grants’ receipts and Expenditure
v.  Councillor & Officials allowances & benefits.
vi.  Key performance Indicators
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Annexure “A6” — MBDA's Monthly Report & Budget Tables: This Annexure contains the tables
for the MBDA (municipal entity) for the reporting period.

RECOMMENDATION

a) That the Budget & Treasury Standing Committee NOTES the Municipality's consolidated
(including the Entity) financial report as at 30 June 2026 Budget statement, prepared in
line with Sections 71 of the Municipal Finance Management Act (MFMA) 56 of 2003. of
the MFMA,

2.1 OTHER REPORTS
2.1.1 BANK RECONCILLIATIONS

Annexure “B" reflects the reconciliation of Council's Main Bank Account as at 30" June 2026.
Council operates one primary bank account and several dedicated subsidiary accounts, all of
which are reconciled with the main bank account. In terms of the internal B&T set target for
completing the subsidiary bank reconciliation, the target is 20 days and 35 days for the main
account. The receipting office balances the cash receipted to the cash banked daily, which assists
in the timeous completion of bank reconciliations.

2.1.2 CAPITAL SPENDING - B&T DIRECTORATE

The attached Annexure “C” indicates the status of the various capital projects in the Budget and
Treasury directorate for the 2025/26 financial year as of 30th June 2026. This annexure is
extracted directly from the Municipality's Accounting System.

2.1.4 GENERAL VALUATION: DATE OF VALUATION AND DESIGNATION OF MUNICIPAL
VALUER

PURPOSE

The purpose of this report is for the Council to determine the date of valuation in terms of section
31 of the Municipal Property Rates Act (MPRA) No 6 of 2004 and designate a Municipal Valuer
in terms of section 33 of the Municipal Property Amendment Rates Act No. 29 of 2014 (MPRA).
BACKGROUND

In terms of Section 32(1)(b) of the Local Government: Municipal Property Amendment Rates Act,
No.29 of 2014, a municipality must conduct valuations on a regular basis.

It is to be noted that Section 32(1)(b) of the MPRA reads as follows:-

“remains valid for that financial year or for one or more subsequent financial years as the
municipality may decide, but in total not for more than:-

(i) four financial years in respect of a metropolitan municipality;”
The current Valuation Roll was implemented on 1 July 2022 and valid for four (4) years in line
with Section 32(1)(b) of MPRA. Subsequently, the MEC of Corporate Governance and Traditional

Affairs (CoGTA) was requested to grant the extension of the 2022 General Valuation untit 30
June 2027. On the 04" February 2025, the MEC of CoGTA granted the extension of the validity
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of the 2022 General Valuation Roll by one (1) year to 30 June 2027 in terms of section 32(2)(b)
of the MPRA.

Date of Valuation

Section 31 of the MPRA states that “For the purposes of a General Valuation, a municipality must
determine a date that may not be more than twelve (12) months before the start of the financial
year in which the valuation roll is to be first implemented”.

It is proposed that the NMBM adopt 1 July 2026 as the “valuation date” of the next General
Valuation.

Designation of a Municipal Valuer
Notably. Section 33(1) of the MPRA states:
“A municipality must, before the date of valuation, designate a person as municipal valuer. A
municipality may designate either one of its officials or a person in private practice as its municipal
valuer.”
The MPRA is also prescriptive regarding the qualifications of the municipal valuer:
In terms of section 39 (1) of the MPRA: -
“A municipal valuer-
(a) must be a person registered as a professional valuer or professional
associated valuer in terms of the Property Valuers Profession Acl.
2000 (Act No. 47 of 2000); and
(b) may not be a councillor”

It is therefore, recommended that Ms Mornette Bothma, Acting Chief Valuer in the Budget and
Treasury Directorate, be designated in terms of section 33 of the MPRA as the Municipal Valuer
for the next General Valuation Roll.
RECOMMENDATION
It is recommended to Council:

(a) That the date of valuation for the 2027 General Valuation is 1 July 2026.

(b) That the date of implementation of the 2027 General Valuation Roll is 1 July 2027.

(c) That the Acting Chief Valuer, Ms Mornette Bothma, is designated as the Municipal Valuer

for the 2027 General Valuation and Supplementary Valuations.
(d) That the people listed in “Annexure A” (as attached) are designated as Assistant

Municipal Valuers and Data Collectors for the 2027 General Valuation.

{(e) That the 2027 General Valuation Roll certification date is 31 January 2027.
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ANNEXURE A
‘Name and Surname J Designation Status
Mornette Bothma J Municipal Valuer Professional Valuer
Riana Lobar | Assistant Municipal Valuer Professional Valuer
John Dingaan ' Assistant Municipal Valuer | Professional Valuer
Professional Associated |
Lusanda Bacela Assistant Municipal Valuer Valuer B !
Charles Share | Assistant Municipal Valuer Professional Valuer
Pieter Oosthuizen Assistant Municipal Valuer | Professional Valuer |
Stephen Alberts | Assistant Municipal Valuer Professional Valuer |
Le-Shaun Ferreira Assistant Municipal Valuer Professional Valuer
Professional Associated ‘
_Gerald Mojapelo Assistant Municipal Valuer Valuer
Professional Associated
Phumla Mtiki | Assistant Municipal Valuer Valuer .
' Professional Associated
Thandi Sokapase | Assistant Municipal Valuer Valuer b _
Vuyo Qumana Data Collector | Candidate Valuer -
Lelethu Ngweniso Data Collector | Candidate Valuer .
Xolelwa Nquva Data Collector Candidate Valuer o
Darren Jaftha _| Data Collector Candidate Valuer -
Vuyo Jara =8 Data Collector Senior Clerk
Swelihle Mgatazana Data Collector Senior Clerk -

2.2 QUARTERLY REPORTS

2.2.1 QUARTERLY REPORTING ON BANK ACCOUNT WITHDRAWALS NOT IN TERMS OF
AN APPROVED BUDGET

Purpose

The purpose of this report is to report on withdrawals from the municipal bank accounts which
are not in terms of an approved budget, as required in terms of Section 11 of the Municipal
Finance Management Act (MFMA).

Comments

The withdrawals from the municipal bank account which must be reported on a quarterly basis
are those stipulated in Section 11(b) to (j) of the MFMA.

Attached as Annexure " “ is the reports as required in terms of Section 11 of the Municipal Finance
Management Act for the quarter ending 30 June 2026.
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RECOMMENDATION

That Council note the Withdrawals from the municipal bank accounts reports in terms of Section
11 (b) to (j) of the MFMA, for the quarter ending 30 June 2026.

2.2.2 ITEM TO THE BUDGET AND TREASURY STANDING COMMITTEE: 2025/26 FOURTH
QUARTER REPORT ON THE OVERSIGHT ROLE OVER THE IMPLEMENTATION OF THE
SUPPLY CHAIN MANAGEMENT POLICY IN TERMS OF SECTION 6 OF THE SUPPLY CHAIN
MANAGEMENT POLICY (SCM)

PURPOSE

This report provides the Standing Committee with the SCM operations during the fourth quarter
financial year 2025 / 2026 but only for the month of (i.e. 1% April to 30" June 2026) for the
oversight role the Committee should perform over the implementation of Supply Chain
Management within the institution.

BACKGROUND

Section 6(1) to (5) of the Supply Chain Management Policy of the NMBM states inter-alia the
following: -

“(1) A Councillor cannot in terms of Section 117 of the Municipal Finance Management Act be
a member of a bid committee or any other committee evaluating or approving tenders, quotations,
contracts or other bids, nor attend any such meeting as an observer.

(2) The Council must maintain oversight over the implementation of the Policy to ensure that
the Accounting Officer implements all Supply Chain Management activities in accordance
therewith.

(3) For the purposes of such oversight, the Accounting Officer must —

(a) within 30 days of the end of each financial year, submit a report on the implementation of
this policy to the Council through its Executive Mayor,

(b) within 20 days of the end of each financial year the municipal entity is required to

submit a report on the implementation of the Supply Chain Management policy to the Board of
Directors, who must then submit it to the Accounting Officer of the NMBM for submission to
Council in terms of subparagraph (a). '

(c) whenever there are serious and material problems in the implementation of the Policy,
(d) immediately submit a report thereon to the Council through its Executive Mayor.

(4) The Accounting Officer must, within 10 days of the end of each quarter, submit a report
on the implementation of this Policy to the Executive Mayor.

(5) The aforesaid reports must be made public in accordance with Section 21A of the
Municipal Systems Act”.

In addressing the above this report will cover certain activities of the Supply Chain Management

(SCM) environment for the fourth quarter (i.e. 1% April to 30™ June) of the 2025/26 financial
year. If there are certain shoricomings identified by the Budget and Treasury Standing
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Committee, the acting Chief Financial Officer will be at liberty to obtain such additional
information.

The report is formulated based on various Tables as discussed further under the Paragraph
below.

DISCUSSION

BID COMMITTEE OPERATIONS FOR THE FOR THE PERIOD 01 April — 30 June 2026

The City Manager (as an Accounting Officer) is mandated by the SCM Regulations and the
Council's Supply Chain Management Policy to establish Bid Committees (i.e. Bid Specification
Committee, Bid Evaluation Committee and Bid Adjudication Committee) to assist in the

implementation of the Supply Chain Management Policy.

These Committees are established by the City Manager by identifying suitable qualified
employees across the institution to assist in this process, and where there are training
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interventions required, such training needs are addressed through various methods which may
include approaching National Treasury for assistance, amongst others.

Attached as Annexure “F1” to this report is the Table summarising the operations of each
Bid Committee during the third quarter of the 2025/26 financial year (i.e. from 01 April to
30 June 2026).

AWARDED CONTRACTS REGISTER FOR THE PERIOD 01 April - 30 June 2026

Attached as Annexure “F2” to this report is the Register of Contracts awarded during the period
01 April = 30 June 2026.

REGISTER OF CONTRACTS AS AT 30 JUNE 2026 EXPIRING IN THE NEXT SIX MONTHS

Attached as Annexure “F3" {o this reporl is the Register of Contracts as at 30 June 2026
expiring in the next six months. The aim of this Register is to alert various Directorates or Role-
players so that they can commence with their procurement processes.

DEVIATIONS REGISTER FOR THE PERIOD ENDING 30 JUNE 2026

Attached as Annexure “F4" to this reporl is the Deviations Register as at 30 June 2026 for all
deviations approved in line with Section 36 of the Supply Chain Management Policy. Section
36(1) of the Supply Chain Management Policy inter-alia states the following: -

The Accounting Officer may -

- dispense with the official procurement processes established by this Policy and procure
any required goods, work and/or services through any convenient process, which may
include direct negotiations, but only -

() in an emergency;

(ii) if such goods, work and/or services are produced or available from a
single provider only;

(i) for the acquisition of special works of art or historical objects where
specifications are difficult to compile;

(iv)  acquisition of animals for zoos and/or nature and game reserves; or

(iv) in any other exceptional case where it is impractical or impossible to
follow the official procurement processes; and

(a) ratify any minor breaches of the procurement processes by an official or
committee acting in terms of delegated powers or duties that are purely of a
technical nature”.

CONTRACTS AWAITING FINALISATION (OUTSTANDING CONTRACTS) AS AT 30 JUNE
2026

Attached as Annexure “F5” to this report is the register of contracts awaiting finalisation due to
various reasons, as commented in the document, as at 30 June 2026. If these contracts were
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attended to or finalised in the 2025/26 financial year the number of contracis awarded during the
financial year could have improved.

APPEALS AUTHORITY COMMITTEE’S REGISTER AS AT 30 JUNE 2026

Attached as Annexure “F6” to this report is the register of all matters attended to or outstanding
in the Appeals Authority Committee. An Appeals Authority Committee has been established to
deal with tender appeals or objections independently and its members are employees of Council,
appointed by the City Manager and who are not involved in the SCM processes at any stage.
Their report on the objection / appeal becomes final and can only be reversed in a Court of Law.

ATTACHMENTS TO THE ITEM
Attached to this item are the following: -

(i) Annexure “F1" - Table summarising the operations of each Bid Committee during the
period 01 April 2026 — 30 June 2026

(ii) Annexure “F2" — Register of Contracts awarded as at 30 June 2026

(iii) Annexure "F3" - Register of Contracts as at 30 June 2026 expiring in the next six
months

(iv) Annexure "F4" — Deviations Register as at 30 June 2026

(v) Annexure “F5" — Contracts Awaiting Finalisation (outstanding Contracts) as at 30 June
2026

(viy  Annexure “F6" — Appeals Authority Committee's Register as at 30 June 2026 (Matters
outstanding as at 30 June 2026)

1. RECOMMENDATIONS
(a) That the Budget and Treasury Standing Commitiee NOTES the report on the
implementation of the Supply Chain Management Policy during the fourth quarter of the
2025/26 financial year (i.e. 01 April — 30 June 2026).
3. WRITE-OFF IN RESPECT OF IRRECOVERABLE ARREAR DEBTS
3.1 WRITE-OFF IN RESPECT OF ARREARS AMOUNTS REFLECTED ON ACCOUNTS OF
POOR HOUSEHOLDS PRIOR TO THE HOUSEHOLDS QUALIFYING FOR ASSISTANCE TO
THE POOR SUBSIDY

Purpose

The purpose of this report is to indicate the exact amount written off for the month of June 2026,
in accordance with paragraph (b) of the Executive Mayor’s resolution taken on 4 February 2004:

Background
The Executive Mayor on 4 February 2004 resolved (Min. No. 138/2004):

“(a) that the following categories of arrear debts refiected on the accounts of poor households
are written off against the provision for Doubtful Debts:

(i) All arrear amounts that were transferred and are reflected in suspense accounts;

(ii) Accumulated interest, service charges and other debts raised and not paid for,
subsequent to the date on which the household registered as poor or indigent; including
tampering charges, related interest, and the estimated value of illegal consumption, but excluding
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rental and instalments raised in terms of the State Financed Letting and Selling Schemes; (See
also paragraph (a)(iv)).

(i) All arrear debts of poor households in respect of which arrangements were made to settle
these arrears at R10 per month have been concluded (excluding rental and instalments).

(iv) Letting and Selling Scheme Rentals, Selling Scheme instalments and other service charges
linked to these schemes, where these debts of the poor households exceed the PHDB subsidy
of R7 500, inclusive of transfer costs, subject to the conclusion of the necessary transfer
procedures, in terms of the Executive Mayor's resolution of 26 November 2003.

(b) That arrears that could be classified under (a)(i) to (a)(iv) above on accounts of
households currently not registered as poor, who may become eligible for assistance under the
Assistance to the Poor Scheme in future, be written off against the provision for Doubtful Debts.

(c) That the write-off of the categories of arrear debts referred to under (a)(i) to (a)iv) and (b)
above, be approved in principle only and that details of the individual accounts per category
service and applicable votes be submitted to the Budget and Treasury Committee for approval in
terms of Section 29 of Council’s Customer Care and Revenue Management By-law.”

Paragraph (a) of the above resolution was implemented and R212.4 million (i.e. Capital of R196.4
million and VAT of R16.0 million) was written-off.

The amounts written-off relating to the various debt categories as per paragraph (b) of the
Executive Mayor’s resolution are as follows:

April 2026
DEBT VOTE ’
CATEGORY CAPITAL VAT TOTAL NUMBER
Electricity R 687,328.53 R 103,099.27 R 790,427.80 | 03330153 |
Sanitation R 2,320,670.31 R 348,100.54 R 2,668,770.85 | 04440153 i
Water R 12,141,817.42 R 1,821,272.61 R 13,963,090.03 | 04730153 !
|Refuse R 1,456,475.34 | R 218,471.30 R 1,674,946.64 | 13180153 |
General ‘
Rates/
Sarvice 06250153 |
Charges R 3,617,398.76 | R 0.00 | R 3,617,398.76 |
Sundries R 484,734.58 R69,73664| R 554,471.22 | 06250153
Interest | R 5,780,444.37 | R 0.00 R 5,780,444.37 | 06250153 _i
TOTAL R 26,488,860.31 | R 2,560,680.36 R 20,049,549.67
May 2026 - S S
I :
DEBT ‘ VOTE
CATEGORY ' CAPITAL VAT TOTAL NUMBER |'
| Electricity _.]-,._ ~ R 589,695.31 | R 8845420 | R 678,149.60 | 03330153 |
| Sanitation | R 3,912,222.54 | R586,833.37 | R 4,499,055.91 | 04440153 |
‘Water | R13,797,406.67 | R 2,069,611.00 | R 15,867,017.67 | 04730153 |
Refuse R 2,378,137.45 R 356,720.61 | R 2,734,858.06 | 13180153 |
General
Rates/ 06250153
Service |
Charges | R5907,139.41 | R0.00| R5907139.41| |
‘Sundries R 905,387.93 R 129,741.64 R 1,035,129.57 | 06250153 |
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I o 1
DEBT | VOTE !
R CAPITAL VAT TOTAL SMEER
Interest 1 R6,49066323| @~ RO0.00 R 6,490,663.23 | 06250153 |
TOTAL | R 33,980,652.54 R 3,231,360.91 R 37,212,013.45 | ]
June 2026 . -
| DEBT VOTE ‘
| CATEGORY | CAPITAL VAT LOmSE NUMBER |
| ]
| Electricity | R 182,444.78 R 27,366.71 R209,811.49 | 03330153 |
| Sanitation | -R179,638.31 | -R 26,945.74 -R 206,584.05 04440153 |
Water | -R638,701.38 -R 95,805.20 -R 734,506.58 04730153
| Refuse R 180,134.23 R 27,020.13 R 207,154.36 13180153 |
General
e | 06250153
Service
Charges R584,97488 | R0.00 R 584,974.88
Sundries | -R 27,300.13 |-R3,277.34 R 30,577.47 06250153
Interest -R 155,120.59 R 0.00 -R 165,120.59 | 06250153
TOTAL -R 53,206.52 -R 71,641.44 | -R 124,847.96

A schedule indicating the number of accounts and amounts written-off by Ward is attached as
Annexure “D”

The arrears of additional poor households will be written off, in accordance with the policy, as and
when they qualify for assistance. Such write-offs will be reported to the Budget and Treasury
Committee when they occur.

With the write-off of R 66136715.16 for April-June 2026 the write offs of the previous financial
years have been included for comparison purposes.
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(July 2015 to June 2016)

Agenda
PERIOD CAPITAL VAT TOTAL
Section (a) of the Mayoral
e N R196,446,842.60 | R16,035,186.57 | R 212,485,029.26
Section (b) of the Mayoral
?gf‘;”“"""’ - March 2004 - June | o o006 476,336.96 | R 67,159,230.86 | R 867,635,567.82
Section (b) of the Mayoral o
Resolution: July 2014 — June 2015 | R 47,290,190.07 R4,177,614.60 | R51,467,804.76
Total for 2015/2016 R 36,433,157.18 R 3,285,414.60 | R 39,718,571.78

Total for 2016/2017
(July 2016 to June 2017)

R 429,161,048.51

R 39,190,453.06

R 468,351,501.57

Total for 2017/2018
(July 2017 to June 2018) R 32,273,234.02 R 3,128,872.28 | R 35,402,106.30
Total for 2018/2019
(July 2018 to June 2019) R 31,225,655.12 R 3,062,579.24 R 34,288,234.36
Total for 2019/2020
(July 2019 to June 2020) R 81,835,695.13 R 7,781,381.46 R 89,617,076.59
Total for 2020/2021
(July 2020 to June 2021) | R202,612,331.81 | R 20,433,553.52 | R 223,045,885.33
Total for 2021/2022
{July 2021 to June 2022)

R 150,120,791.95 | R 15,542,811.04 | R 165,663,602.99

Total for 2022/2023 (July 2022 to
June 2023)

R 330,828,500.42

R 39,531,548.59

R 370,360,049.01

Total for 2023/2024 (July 2023 to
June 2024) o

R 2,349,092,565.03

R 295,202,027.58

R 2,644,294,592.61

Total for 2024/2025 (July 2024 to
June 2025)

R 214,030,515.44

R 21,922,312.10

R 235,952,827.54

Grand Total in respect of Section (a)
& (b) of the Mayor Resolution
February 2004 — June 2025

R 4,901,826,864.33

R 536,455,985.59

R 5,438,282,849.92 |

Written off in current Financial Year

Jul-25 R 14,630,775.80 R 1,425,741.26 | R 16,056,517.06
Aug-25 R 20,713,098.58 R 1,992,652.48 | R22,705751.06
Sep-25 R 6,232,252.93 R 595,572.07 R 6,827,825.00
Oct-25 R 15,608,284.61 R 1,502,936.67 | R17,111,221.28 |
Nov-25 R 38828179  |-R1252596 R 375,755.83 ;
Dec-25 R 19,804,621.67 | R1,950,905.41 | R 21,755,527.08
Jan-26 R 53,429.34 |R7,01060 | R60,439.94

| Feb-26 R 39,148,962.61 R3,740,194.79 | R42,889,157.40 |

| Mar-26 R 12,447,616.06 | R1,409,711.42 | R13,857,327.48 |

| Apr-26 R 26,488,869.31 | R2,560,680.36 | R 29,049,549.67
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PERIOD CAPITAL VAT TOTAL ]|

May-26 R33,980,652.54 | R3,231,360.91 | R37,212,01345

Jun26 - -R 53,206.52 -R 71,641.44 -R 124,847.96

Sub Total 2025/2026 R 180,443,638.72 | R 18,332,508.57 | R 207,776,237.29

Grand Total: - R 5,091,270,503.05 | R 554,788,584.16 | R 5,646,059,087.21
RECOMMENDATION:

The amount of - R124,847.96 for June 2026 households that qualify for assistance in terms of
the amended Assistance to the Poor Policy, be written off as irrecoverable against the provision
for doubtful debts in terms of Section 29 of the Council's Customer Care and Revenue
Management By-law.

3.2 WRITE-OFF IN RESPECT OF ARREARS AMOUNTS IN EXCESS OF NINETY (90) DAYS
REFLECTED ON ACCOUNTS OF POOR HOUSEHOLDS QUALIFYING FOR ASSISTANCE
TO THE POOR sSUBSIDY

Purpose

The purpose of this report is to indicate the exact amount written off for the month of
June 2026 in accordance with section (a)(iii), (i), (k) and (!) of the Executive Mayor’s resclution
taken on 3 September 2008 (Min. No. 95/2008).

Background

The Executive Mayor on 3 September 2008 resolved in paragraphs (a)iii), (j), (k) and (1) as follows
{Min. No. 95/2008):

(a) The Assistance to the Poor Subsidy Policy be amended to include the following:

1 e
1 S S

(iii) Existing legal costs and call-fees on ATTP accounts, with the exception of tampering
charges, are written-off.

) That debts in excess of ninety (90) days at the end of each month for ATTP account
holders be written-off as “Irrecoverable” against the Provision for Bad Debt Vote number, with the
exception of “Tampering Charges” raised after the initial registration and ATTP subsidy granted.

(k) That the first write-off takes place at the end of the month that the Executive Mayor
approves this recommendation and that the actual amount written-off is forwarded to the Budget
and Treasury Committee for approval. (I)  That thereafter, at the end of each month after the
first write-off, all amounts accrued in excess of ninety (90) days in that month be written-off and
that this amount be forwarded to the Budget and Treasury Committee for approval.

Paragraphs (a)(iii), (j) and (k) of the Executive Mayor's resolution were implemented as at
30 September 2008 and an amount of R130,511,809.30 was written-off.

Paragraph (1) of the Executive Mayor's resolution was implemented from October 2008.

The amounts written-off for the various debt categories are as follows:
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~ April 2026 - B -
DEBT VOTE
CATEGORY Capiat. | val | NORAK NUMBER
Electricity | R 2,955.69 R 443.35 R 3,399.04 | 03330153
‘Sanitation | R2,029,109.39 | R 304,366.40 R 2,333,475.79 | 04440153
Water R 9,653,160.60 R 1,447,974.08 | R 11,101,134.68 | 04730153
Refuse R 443,771.94 | R 66,565.79 R 510,337.73 | 13180153 |
General ma |
Rates/ |
Al 06250153
Charges R 1,302,309.69 R 0.00 R 1,302,309.69 ,
Sundries | R 239,837.74 | R35500.59| R 275,338.33 | 06250153
Interest | R 1,662,483.71 R 0.00 R 1,662,483.71 | 06250153
L TOTAL R 15,333,628.76 | R 1,854,850.21 R 17,188,478.97 -
May 2026 - -
DEBT VOTE
CATEGORY ERRIAS NAL et NUMBER
Electricity R 78.68 R 11.80 R 90.48 | 03330153
‘Sanitation | R 2,576,146.46 R 386,421.96 R 2,962,568.42 | 04440153
Water R 10,985,069.16 R 1,647,760.37 | R 12,632,829.53 | 04730153 |
Refuse R 579,295.99 R 86,894.39 R 666,190.38 | 13180153
General
Rates/
Service 06250153
Charges | R 1,473,758.93 R 0.00 R 1,473,758.93
Sundries | R280,74269 | R 41,318.72 R 322,061.41 | 06250153
Interest | R 2,013,053.30 | R 0.00 R 2,013,053.30 | 06250153
TOTAL | R 17,908,145.21 | R 2,162,407.24 R 20,070,552.45
June 2026 — - -
DEBT VOTE
CATEGORY | CAPITAL | VAT Rl NUMBER
Electricity |  -R 14,641.79 ~ -R2,196.26 | -R16,838.05 | 03330153
~ Sanitation R1,141,061.90 | R171,159.28 | R1,312,221.18 | 04440153 |
Water R 4,905,052.61 R 735,757.89 R 5,640,810.50 04730153 |
~ Refuse |  -R20,386.79 R 3,058.01 -R 23,444.80 13180153 |
General
Rates/ 06250153
Service
Charges -R 23,823.57 R 0.00 -R 23,823.57
Sundries R 143,677.24 R19,428.18 | R 163,105.42 | 06250153
~Interest R 447,019.16 R 0.00 R 447,019.16 06250153 |
| TOTAL R 6,577,958.76 | R 921,091.08 R 7,499,049.84 o

A schedule indicating the number of accounts and amounts written-off by Ward's is attached as

Annexure “D"
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With the write-off of R 44,758,081.26 for April-June 2026, the write offs of the previous financial
years have been included for comparison purposes
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[PERIOD [ CAPITAL VAT ~ |TotAL i
Paragraphs (aj(iii), (j) and

(k) of the Executive Mayor’s | R 116,027,185.88 R 14,484,623.42 | R 130,511,809.30

- September 2008

IZSZ ;;’1’ y October 2008 to | o 339 827,217.99 | R 40,280,782.85 | R 380,108,000.84
;3;’"5' for July 2014 to June | o o7 644,607.19 R 10,674,5561.72 | R 108,319,158.91
Ig;‘g'tjjrunzeo;gﬁ?w (July | 2 90,758,008.45 R 10,211,901.07 | R 100,969,999.52

Total for 2016/2017 (July ]
2016 to June 2017) | R 130,374,723.69 R 15,080,772.58 | R 145,455,496.27

Total for 2017/2018 (July

2017 to June 2018) R 144,943,968.99 | R 17,995,588.94 | R 162,939,557.93

Total for 2018/2019 (July ey

2018 to June 2019) R 121,007,026.18 R 14,735,686.08 | R 135,742,712.26

Total for 2019/2020 (July

2019 to June 2020) R 147,282,936.91 R 16,852,718.25 | R 164,135,655.16

Total for 2020/2021 (July

2020 to June 2021) R 179,795,495.74 R 20,716,680.97 | R 200,512,176.71

Total for 2021/2022 (July

2021 to June 2022) R 176,573,266.42 R 22,292,704.08 | R 198,865,970.50

Total for 2022/2023 (July

2022 to June 2023) R 308,240,938.81 | R 41,551,619.12 | R 349,792,557.93

Total for 2023/2024 (July

2023 to June 2024) R 191,906,592.00 R 24,558,253.06 | R 216,464,845.06

Total for 2024/2025 (July

2024 to June 2025) R 194,887,892.67 R 460,911,213.05 | R 218,466,014.72

Grand Total: Sections

a)(iii), (i) and (k) & (I) of the

,(wé(y o)r 7 Reso(’ Jﬁorg) 7 the | R 2,063,102,062.84 | R 688,079,280.64 | R 2,313,848,252.48

September 2008 - June 25 -

Written off in current

Financial Year L

Jul-25 R 12,672,649.58 | R 1,497,730.24 | R 14,170,379.82
Aug-25 R17,979,632.05 | R 2,105,304.73 | R 20,084,936.78
Sep-25 - R 15,614,107.29 | R 1,430,228.44 | R 17,044,335.73
Oct-25 R 14,372,643.28 R1,771,280.15 | R16,143,923.43 |
Nov-25 ) R 4,155,037.10 R 536,853.15 R 4,691,890.25
Dec-25 ) R 15,431,332.47 R 1,798,782.94 | R17,230,115.41
| Jan-26 | R7,161,512.13 R 1,023,450.58 | R 8,184,962.71
Feb-26 R 17,925,408.51 R 1,891,382.02 | R 19,816,790.53
Mar-26 - R9,112,520.34 | R1,182,129.70 | R 10,294,650.04
Apr-26 R 15,333,628.76 | R 1,854,850.21 R 17,188,478.97
May-26 - R 17,908,145.21 R 2,162,407.24 | R 20,070,552.45
Jun-26 | R6,577,958.76 R921,091.08 | R7.499,049.84
Sub-Total for 2025/26 R 154,244,575.48 R 18,175,490.48 | R 172,420,065.96
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[HER\OD _ |capimAL VAT [ToTAL |
| Grand Total: - | R2,217,346,638.32 | R 706,254,771.12 | R 2,486,268,318.44

The details of the individual accounts per service category and the applicable votes are held in
electronic format at the offices of the Budget and Treasury Directorate for audit purposes together
with the schedule of the number of accounts and amount written off by Ward.

IT IS RECOMMENDED: That the amount of R 7,499,049.84 for June 2026 be written off as
irrecoverable in terms of paragraphs (a)iii), (j), (k) and () of the Executive Mayor's resolution
pertaining to the amended ATTP policy dated 3 September 2008.

4 ADDITIONAL REPORTS

4.1 THE STATE OF AFFAIRS IN RESPECT OF THE ASSISTANCE TO THE POOR (ATTP)
SUBSIDY OFFERED BY THE NMBM TO INDIGENT CUSTOMERS

PURPOSE

During the Council meeting dated 21%' June 2022, Council inter-alia resolved as follows when
dealing with the approval of the 2022/23 to 2024/25 Budget: -

“(i) That the Chief Financial Officer submit a report to the Council within 30 days on the
challenges experienced with the ATTP verification process and a review of the current ATTP
Policy”.

The purpose of this report is first and foremost to address the abave Council resolution as well
as the following:

« Highlight the current verification process relied upon to enable indigent customers to
qualify for the subsidy.

¢ Indicate the challenges normally encountered by both the NMBM and its indigent
customers in respect of the application/qualification value chain.

» Provide a comparative analysis between the NMBM indigent subsidy dispensation and
methods utilized by other metropolitan municipalities regarding the indigent scheme
offering.

¢ Demonsirate commitments attached to the equitable share funding and its limitations
preventing the municipality from catering for all the various communities seeking to be
subsidised by the institution in respect of water, electricity, rates, and sewerage.

« To explore possible ATTP Policy modifications.

BACKGROUND

The ATTP subsidy is offered by the municipality to indigent customers, who, owing to their
constricted economic status, are unable to pay for monthly rates and services billed by the
municipality. Understanding that the financial status of each ATTP recipient has a potential to
change from time to time, customers are allocated ATTP over a three (3) year period. As such,
this necessitates a review of the ATTP allocated to a household by requiring customers to re-
apply before the end of the 3-year cycle for the municipality to determine if the subsidy recipient
still meets the qualification requirements as outlined in the relevant policy. To ascertain that ATTP
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beneficiaries re-apply before the expiry of the 3-year cycle the Budget and Treasury Directorate
has assumed the following responsibilities:

» Two months prior to the end of the three (3) years two separate letters are forwarded to
the address of the beneficiary as a reminder to re-apply for ATTP.

s+ SMS reminders are forwarded to the cell phone number provided by the customer at the
time of the application.

« A list of all ATTP beneficiaries whose subsidy is due to terminate is e-mailed to the
relevant Ward Councillor advising the Councillor to interact with the respective households
and remind them to re-apply for ATTP benefits, where possible.

Experience has shown that most ATTP beneficiaries do not re-apply for the scheme at the end

of the three (3) years. Notably, some customers normally react and re-apply once the subsidy
benefits have been cancelled by the municipality, This evidentially creales a bottleneck in the
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ATTP office which admittingly does not have sufficient staff resources to cater for the demand at
times. The current ATTP staff allocation is summarized as follows:
ALLOCATION NUMBER OF STAFF

| Manager |
Supervisors
' ETB counter D
Cleary Park counter
Korsten counter
Uitenhage counter
Kwanobuhtle counter

Full time shop-steward
_Admin: data capturing
Verification

TOTAL

|
|
|
|
|

w0~

w| m{-airo ::-‘—s [N} J:ir\:!—xll

DISCUSSION
It is a glaring fact that the number of ATTP beneficiaries has been declining over the past number

of years. The following table seeks to dermonstrate a sequential outline of different events and
factors which have led to the current situation.
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| Accounts

ATTP

88 776
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Comment

4'_Oﬁly ne;fv_apﬁcations were verified at the time EWE to

| insufficient staff resources against the existing backlog.

2016/2017

2018/2019

2017/2018 |

| Based on a Council Resolution automatic ATTP approved_‘

112
419

for properties with a property value of R100 000.00 and
less. This Council resolution was since rescinded by
Council resulting from the fact that National Treasury
demanded its reversal due to, amongst others, financial
implications to the city.

Beneficiaries who qualified automatically based on
property value were verified in line with income criteria. As
a result, almost 75% of the new beneficiaries were
subsequently disqualified as they did not meet the

| standard ATTP Policy requirements of the NMBM.

- 85779

Based on audit findings the database reduced as some
beneficiaries were found to be deceased. Executors/
families were advised to re-apply for ATTP benefits by
means of a hand-delivered letter. A significant number of
the affected executors did not re-apply and ATTP benefits
were subsequently stopped by the municipality.

2019/2020

| 2020/2021

2021/2022 |

61545

Based on audit findings it was revealed that
accountholders did not re-apply for ATTP benefits after the
expiry of the initial 3 years as stipulated by the policy of
the municipality. The NMBM forwarded letters to the
relevant households reminding them to re-apply for ATTP.
A considerable number of the affected accountholders did
not re-apply for ATTP benefits, and some only reacted
once the subsidy was terminated.

62871

The requirement to re-apply for ATTP benefits following
the initial 3-year cycle has remained in place. Notably, the
response from the public has been noticeably poor and
hence the database has not significantly improved.

43042

| accountholder.

The requirement to re-apply for ATTP benefits following
the initial 3-year cycle has remained in place. Notably, the
response from the public has been noticeably poor and
hence the database has not significantly improved. The
NMBM has no other option but to stop ATTP benefits
where there is no re-application from the relevant

Existing ATTP Database/Beneficiaries

The following table depicts the current ATTP beneficiaries and quite evidently the database has
been reducing due to beneficiaries who are not re-applying or qualifying for the subsidy after the
initial three (3) years has expired.
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Activity ' T [may2022 | June 2022 July 2022 ‘
Existing ATTP beneficiaries | 49720 | 47637 | 43042
*Applications received 1219 1897 2463 ‘
Verified n B 1 1880 | 1806 | 1662 |
‘Approved 3 T 12904 1216 | 1536 |
| **Manually disqualified - | 628 1208 | 708 |
| Re-application disqualification 2354 | 2477 5633 |
| Total disqualified 2 982 3685 6341 |

Note: *An application received does not mean a complete application as more supporting
information may be required.

**Customers are manually disqualified when they do not re-apply for the subsidy at the end of the
three (3) year cycle. In addition to this, when customers are approved to qualify for ATTP they
are informed that they need to re-apply every three (3) years.

Subsidy based on Property Value

It is noted that certain suggestions have been made to allocate ATTP subsidy automatically based
on the property value. Council should be reminded that when this approach was implemented in
2015/16, subsequent verifications revealed that approximately 75% of those who were allocated
ATTP subsidy based on this method did not meet the policy-based criteria. More importantly, as
outlined in the table herein this approach, which was rescinded on the instruction of National
Treasury, is not affordable due to the current equitable share funding commitments of the NMBM.
A more detailed discussion in this regard is found under the heading Budget and Treasury
Comments.

The projected financial implications of allocating ATTP subsidy based on property value are
provided in the subsequent tables:

[Free Basic Services Based on Property Value

Monthly Subsidy Property Value  |[Property Value |Property Value |Property Value |TF’roperty Value
. RO-R100000 |RO-R130000 |RO-R150000 |RO-R200000 RO-R250000
'Number of Accounts 21378 43718 ) 54 629 74930, . 94311
Monthly Subsidy | 16084607  33812024| 42 724 624 60 021 658 77 480 50i
Annual Subsidy ~ R193 015 281 R405 744 206 R512 695 490| R720 259 891 R929 766 10:

Note: The above figures include free basic services in respect of water, electricity, rates.
sewerage, and refuse.

It must be noted that what also makes the aforementioned figures to be higher is the fact that the
NMBM's ATTP subsidisation is not within the National Policy as the subsidy recipients are
allocated 8 ki of water instead of 6 kl and 75 kW instead of 50 kW. As indicated in the below table
when considering the national policy requirements there will be a difference in the projected
financial implications.

Based on the above another option is for the NMBM to consider reducing the quantity of the
subsidised ATTP benefit per each household to be in line with National Treasury guidelines. In
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view of this scenario, the cost to allocate ATTP benefits according to property value is outlined in
the subsequent table:

Number of Accounts | 21378, 43718 54 629 74 930

Monthly Subsidy |Property Value Property Value |Property Value |Property Value |Property Value

|R0O - R100 000 RO -R130 000 [RO-R150000 |RO-R200000 RO - R250 000

94 310

Monthly Subsidy | 14 012 531 29 574 630 37429674 52759020

Annual Subsidy | R168 150 369] R354 895 562

1

Electricity reduced from: 75 kW to 50 kW
Water reduced from: 8 klto 6 ki
Sewerage reduced from: 11 kito 9 ki

In respect of the above figures, the following should be noted:

[ ; Free Basic Services_ T:re_e. _ Basic Services
' Nature of Subsidy Subsidised by the NMBM Sub.mdlseleecommended by
fown  w ol SR T EM B National Treasury

Electricity | 75 kW - 50 kW

Water 8kl - 6 kl

Experiences from another Metropolitan Municipality

The NMBM should take heed of lessons and experiences derived from other metropolitan
municipalities. In this regard, the recent community protests in Ekurhuleni Metropolitan
Municipality (Thembisa) are a case in point. According to the Sunday Times (page 7)., dated
27 August 2022:

“The Ekurhuleni Municipality, at the centre of violent protests this week, has for years been
providing a limited amount of free electricity and water to all households, including those that can
afford to pay. This was cut last month after the National Treasury's intervention and was one of
the issues that ignited the protests in Thembisa this week. Residenls wenf on a rampage,
demanding that the metro reversed its decision to scrap the 100 kW of free electricity and 6 ki of
free water a month from 1 July 2022. Malijeng Nggaleni, Deputy Director-General for
intergovernmental relations said the city was advised to review the indigent policy to ensure that
the services were provided to indigent households only. Ngqaleni of National Treasury confirmed
to the Sunday Times that Ekurhuleni was using its own revenue sources to provide free basic
services to all households, including those who can afford it. Clearly the city could not afford these
subsidies."”

Proposed Policy Amendments
The existing ATTP Policy reads as follows:

"6.1 The combined or joint gross household income of all occupants or dependants in a single
household which receives services from the municipality does not exceed two time the
government pension grant.”

Experience has shown that several aspirant ATTP applicants are disqualified due to the NMBM
considering the income of all occupants and dependants when an application is processed. It
is now apparent that some of the occupants and dependants do not financially contribute towards
the sustainability of a particular household. This leaves the burden of paying for municipal
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services to the accountholder who may not be financially able to do so. To mitigate this real
challenge, it is proposed that the relevant ATTP Policy clause be amended as follows:

"6.1  Where the joint income of the accountholder and spouse or partner does not exceed two
(2) state pensions per month, such household shall be deemed to be indigent.”

Indigent Scheme in other Municipalities

A comparative analysis between the NMBM and other metropolitan municipalities is attached as

"

"Annexure ....".

It is not entirely practical to compare the Indigent Subsidy across municipalities. In the first
instance, the equitable share as a source of funding indigent benefits across municipalities is not
the same. In addition to this, based on the financial position and revenue base of each
municipality, it follows therefore that Indigent Policy decisions are made in accordance with
specific local economic circumstances.

BUDGET AND TREASURY COMMENTS

As stated in this report the funding for the subsidisation of the ATTP Scheme is sourced from the
Equitable Share allocated through National Treasury, in terms of Section 214 of the Constitution
of the Republic of South Africa. As this funding is availed through the National Treasury in line
with the Constitution of RSA, itis for that reason that the national policy determining the limitations
for indigent subsidisation for water and electricity was set at 6kl for Water and 50 kW for electricity.

Also, it is important for Council to be aware that the annual Equitable Share allocation availed to
various municipalities, in line with Section 214 of the Constitution of the Republic of South Africa,
is based on pre-determined criteria (or formula) as set out by national government hence the
allocations differ from one municipality to the next.

The following table gives an illustration of what is availed from the national fiscus for all the eight
metropolitan municipalities as publicised by National Treasury: -

% Allocation % Allocation LN
METROPOLITAN per Metro vs, per Metro vs.
MUNICIPALITY nomeg Total 2023124 Total 2024125 .
! R Allc!:atlori . qflloc?tlon - |Allocation
Nelson Mandela Metro | 1,288,228,000  [5.1 1380940000 50 1,499,327,000 49
Buffalo City 11045448000 141 1118513000 4.0 11196538000 39
Mangaung 938383000 37 1016375000 3.7 11101022000 36
Ekurhuleni 4606943000 181 |5049907000 182 5539300000  [18.2
Joburg 6279400000 247 6908453000 1249 7605 792 000 250 |
Tshwane 3551250000  [14.0 13911639000  [14.1 4311587000  |14.2
e Thekwini 4057183000 [160 4405068000 [15.9 | 4784 326 000 15.7
Cape Town |3656394000  [14.4 3983337000  [14.3 |4 341 849 000 14.3
TOTAL  EQUITABLE 25423235 27,783,232 30,379,741
SHARE 1000 100 000 100 1000 100

As can be seen from the above table NMBM receives only about 5% of the total Equitable Share
allocation, per financial year, ranging from R1.3bIn, R1.4bln and R1.5bin for the financial years
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2022/23, 2023/24 and 2024/25, respectively. The total allocated E-Share to the eight metropolitan
municipalities is ranging from R25.4bIn, R27.8bln and R30.4blin for the same financial years.

As the Equitable Share is an unconditional grant aimed primarily at financing / funding the ATTP
Scheme, part of the same grant is utilised to finance / fund other operations within the
municipality, some of which are permanent costs to the institution that require a permanent
funding source.

The following table illustrates how the Equitable Share is utilised on a financial year basis for the
2022/23 MTREF period: -

2022/2023 2023/2024 2024/2025
BERVICE-TNEE ) BUDGET  |BUDGET BUDGET
FREE BASIC SERVICES -
Property Rates (ATTP) 103,275,040 |109,397.930 115,961,830
Electricity 165,860,480 163,864,630 73,036,580
Water 136,000,000 144,840,000 154,254,600
Sanitation B 195,000,000 207,675,000 221,173,880
Refuse - 143,878,660 143,878,660 143,878,660
TOTAL (ATTP) 634,014,180 669,656,220 708,305,550
OTHER ALLOCATIONS e i
Budget and Treasury ATTP Office 24,650,000 25,751,220 27,412,920
Water Leaks 128,646,890 30,508,930 32,492,010
Sanitation (Hiring of Chemical Toilets
funded from Equitable Share
Allocation) ) o 19,569,380 20,8?1_,330 B 22,196,090 |
Safety and Security (Operational Costs
to run the service) 581 .307,550 ! 643_,_1 82,240 708,920,430
TOTAL (OTHER ALLOCATION) 654,213,820 720,283,780 791,021,450
TOTAL ALLOCATION 1,288,228,000 1,389,940,000 1,499,327,000

The above table demonstrates the utilisation of the Equitable Share, per financial year, and as
can be seen from the above about 45.1%, 46.3% and 47.3%, from 2022/23, 2023/24 and
2024/25, respectively, is dedicated at funding the operational costs to operate the Safety and
Security Directorate, ranging from R581.3m, R643.2m and R708.9m for the same financial years.

The above picture does not give too much room to manoeuvre with the policy as whatever
amendments or changes that are recommended must remain within the limits of an approved
budget, failing which the budget may result to a risk of being unfunded or unsustainable going
forward. Additionally, as alluded to in the report, as soon as the Council experiences affordability
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challenges upon amendments to the Policy the rescission of the Council’'s decision may result to
community unrests as recently experienced at the Ekurhuleni Metropolitan Municipality.

Based on our previous experience when the Council amended the ATTP qualifying criteria, to be
based on property values, it would be better for Council to consider if this approach is followed to
keep the scheme to be within the National Policy for Electricity subsidy to be limited at 50 kW and
Water subsidy be limited at 6 kl, per month, based on the value of the property of between RO to
R130 000. In terms of the estimated calculations if this approach is followed the amount to be
incurred for funding ATTP recipients will be within the budget.

It is believed that this approach, if approved, will eliminate the administrative burden that goes
with implementing or managing this scheme and enable concentrating on other critical cases
where there are economic hardships within families.

As this will be amendment to the existing policy its review will have to follow the proper
consultative processes which must include approaching National Treasury for the support of the
formula and avoid previous years' experience.

Lastly, if this approach is considered and approved by Council it will be proper to consider its
implementation effective from 1 July 2023 (or at the beginning of the 2023/24 financial year) as
that would have to be budgeted for accordingly in the Council approved budget.

General Points

» The Budget and Treasury Directorate to review and enhance the Outreach Programme to
inform communities about the ATTP programme.

» Ward Councillors to fulfil a much more prominent role to assist deserving households to
receive ATTP benefits.

» The Budget and Treasury Directorate to embark on a door-to-door education drive by
employing EPWP candidates from relevant wards. These field workers will educate
customers on the ATTP Policy stipulations and requirements and invite customers to
apply or re-apply for subsidy benefits.

« Another undesirable reality the NMBM should consider is the fact that some households
have tampered with electricity and as such they find no incentive to re-apply for ATTP
benefits.

¢ i is the contention of the Budget and Treasury Directorate that there is no longer a
troubling and sizeable backlog of community members awaiting an extended period to
have their ATTP applications to be approved. Based on available statistics, the turnaround
time for qualifying ATTP applicants to be approved has substantially reduced to 30 days.

s Where there are delays in having an ATTP application approved, it is at the moment
usually because not all the necessary and required application information is supplied to
the NMBM and hence in the majority of instances the applicant is provided with a new
date to supply the required information.

+ The NMBM has established a working relationship with the Office of the Auditor-General
South Africa (AGSA) and hence the functionality to utilize a desktop
verification/assessment process has enabled a visible improvement in the turnaround
time to approve ATTP applications.

o Where the desklop verification unfairly disadvantages the applicant, an affidavit from the
Police is permissible to approve the application. The directorate further conducts physical
verification primarily in instances where the desktop exercise produces questionable
results which may unfairly disadvantage the applicant.

+ Site visits of the top 122 arrear ATTP households were undertaken on 28 July 2022 in
order to establish why the accountholders are not responding to the re-application
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requests and it was found that only 38% of the households qualify for the subsidy as per
the below table:

Total Accounts | Qualified Occupied by | Electricity | Applicant not
verified Tenants | Tampering at home during
) - o | | verification

122 |46 52 ) 23 | 24
CONCLUSION

It is the opinion of the Budget and Treasury Directorate that following the issues highlighted by
the Auditor-General where certain accountholders did not re-apply for ATTP benefits, the initial
"system shock" and/or "disruption" has passed. The crucial aspect that needs to occur going
forward is for those customers who genuinely qualify for the subsidy to apply/re-apply for free
basic services.

RECOMMENDATION
It is recommended that:

(a) Council considers and approves an amendment of the Assistance to the Poor / Indigent
Policy for the qualification criteria to be based on the value of property, in terms of
Council's General Valuation Roll to be from R0 to R130 000.

(b) The recommended approval be subject to (i) following public participation process for the
2023/24 budgeting process and (ii) consulting with National Treasury for the approval of
the qualifying criteria.

(c) That based on approval of recommendation (a) and (b) above, the qualification criteria be
amended with effect from 1 July 2023 (or 2023/24 financial year).

(d) The requirement in terms of Clause 6.1 of the ATTP Policy demanding the inclusion of
income of all occupants and dependants to determine the total household income should be
repealed as it excludes a number of possible beneficiaries from qualifying for the subsidy.

(e) Subject to approval of recommendation (d) above, Clause 6.1 of the ATTP Policy be
amended with effect from 1 July 2023 (or 2023/24 financial year) to read as follows:

"6.1  Where the joint income of the accountholder and spouse cr partner does not exceed two

(2) state pensions per month, such household shall be deemed to be indigent.”

FOR APPROVAL
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4.2 UPDATE ON ATTP DATE BASE AND REQUEST TO INCREASE THE AUTOMATIC
PROPERTY VALUE QUALIFICATION

Purpose

To report on the current Assistance to the Poor (ATTP) database and failure of the EPWP door-
to-door project in targeted communities, and to propose an increase in the ATTP automatic
property evaluation threshold from R130,000 to updated market value ranges, thereby expanding
the beneficiary database. assisting more poor households and addressing debt write-off of
irrecoverable debt.

Background

Currently 64,006 accounts are receiving subsidy benefits on the ATTP database.
EPWP field workers were deployed between April and September 2025 in the following areas:
Motherwell, Helenvale, Kwanobuhle, Uitenhage, Wells Estate, and Bethelsdorp (see specific
wards below). Workers were selected from within these communities to leverage local trust and
language proficiency (Xitsonga, English, Afrikaans). No increase in the database was achieved
through this project.

it must be noted that the primary function of the EPWP field workers was not to complete ATTP
applications onsite, but rather to conduct questionnaires and assess whether households were
still compliant and eligible to continue receiving ATTP benefits. The responsibility remained with
the account holders to visit their nearest Customer Care centre with all the required supporting
documentation to formally apply or re-apply for benefits as the field worker cannot make copies
of the supporting documentation in the field to finalise an application. Many residents were,
however, reluctant to engage with field workers or further in the application process due to illegal
electricity connections and non-payment of electricity services. In addition, had field workers
attempted to complete full ATTP applications in the field, most households did not have the
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necessary supporting documentation available to enable proper assessment and processing of
applications.

Wards Targeted During EPWP Outreach Project

During April to September 2025 the following wards were specifically selected due to the high
number of households failing to re-apply after subsidy benefits had expired (‘re-application
default’ cases).

Ward Area ~ [ Councillor Informed
) . -

‘Ward 23 _ | Motherwell Councillor Meyekiso

Ward 32 - | Helenvale Councillor Hermanus
|Ward35 !Eeibelsdorp Councillor Moodley

Ward 44 | Kwanobuhle Councillor Ndamse
Ward48 ~ |Utenhage | Councillor Van de Linde
‘Ward 60 | Wells Estate | Councillor Mafana
Discussion

The following challenges were encountered during the EPWP door-to-door project:

L]

Eligibility issues: Many households visited were rental properties, with tenants not qualifying
for ATTP benefits.
llegal electricity connections: This discouraged residents from engaging with field workers
and from visiting Customer Care Offices to regularize their accounts.
Safety concerns: Community unrest and gang-related activity severely limited effective
outreach operations.
Low completion rate: Only 30% of targeted visits were completed, while approximately 74%
of households assessed were found to be ineligible.

Documentation gaps: Residents generally do not possess the required  supporting
documents needed to process applications onsite.
Re-application defaults: A significant number of households had allowed existing ATTP
benefits to expire without re-applying.
The fieldwork project had to be cancelled after two (2) months due to various safety incidents
which placed the lives of field workers at risk.
The resent request to employ 160 field workers to assist with ATTP promotion in the
community for a period of six (6) months is commendable as a job creation effort, but
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unfortunately too costly at an estimated budget cost of R4 million whilst previous projects of
this nature proved to be unsuccessful.

s The Infrastructure and Engineering Directorate: Water is utilizing four (4) permanent staff
members to attend to work distribution and time sheets of their 160 water ambassadors.

s The ATTP Section also does not have the resources to manage such a project when all
resources are currently attending to capturing, verification and authorization of applications.

« No office space or furniture is also available to employ additional resources to manage the
project.

50Qutcomes

+ The EPWP project achieved limited success, with only 30% of targeted visits completed.

+ Most households assessed were found to be ineligible under the current qualifying
threshold.

+ Safety concerns and lack of supporting documentation significantly limit the effectiveness
of field operations.

How to increase the ATTP database

A revised property value threshold is necessary to align with current market conditions and
expand indigent support coverage. On 13 October 2022, Council approved that properties with a
value of R130,000 and below would automatically receive subsidies on their accounts. An
additional 26,187 accounts were included in the ATTP database due to this approval, increasing
the total database to 70,428 accounts. Since 2022, this automatic approval threshold has not
been increased due to insufficient budget allocations. The database has subsequently decreased
to 62,288, with only 34,669 accounts currently qualifying under the existing threshold and criteria,
excluding those disqualified due to property value increases. The capped property value of
R130,000 is now outdated and excludes a substantial portion of indigent households due to
increased property market values. Increasing the threshold will allow more qualifying households
to automatically receive assistance, thereby expanding the ATTP database and improving service
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delivery. This adjustment will also have a direct impact on total debt write-offs, which must be
considered within Council's financial planning processes.

Recommendations

» Increase the ATTP auto property evaluation threshold from R130,000 to updated property
value ranges as reflected below.
s Adopt structured outreach programs through Ward Councillors and Ward Committees
utilizing weekend registration drives with laptops and photocopying facilities to process
applications onsite.
« Review and adjust budget allocations to accommodate the expanded automatic subsidy
threshold and associated debt write-offs

Proposed ATTP Auto Property Evaluation Thresholds and Debt Write-Off

Below is a table indicating the municipal arrears linked to each property value category as of May

2026.

Property B

Additional
Total
Properties to
be added to
the ATTP
database

Value Range |

'R130 001 - 150 000

8,952

[R130 001 - 175 000

~ |R130 001 - 200 000

119,362

Total
owing
above

debt
on

R1,528.886,194 15

R2.054.812,437.96

28381

R130 001 - 250 000

|R130 001 - 300 000

43198

'|R4,209,385.897.16

laccounts

4.3 TRACING TOOL

PURPOSE

R6,499.540.976.26

I, E—

58.977

R8,988.876.466.89

The purpose of this item is to provide clarity on the implementation of the tracing tool, the
information it has yielded, its impact on the ATTP database, and reasons for the observed decline.

BACKGROUND

On 8 January 2026, the Assistance to Poor section secured the services of the Consumer Profile
Bureau to vet customer eligibility for free basic services (indigent services). Prior to this,
verification processes were lengthy and prone to inaccuracies.

DISCUSSION

The Consumer Profile Bureau verification system has provided a more comprehensive
assessment of applicants’ financial circumstances and has highlighted key reasons why a
significant number of applicants do not qualify for Assistance to the Poor (ATTP) benefits.

The system provides officials with access to information relating to applicants’ credit profiles,
including the number of active credit facilities held, the repayment status of these accounts, and
whether such accounts are maintained in good standing. In many instances, applicants declare
that their only source of income is a SASSA pension or social grant; however, the credit profile
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reflects multiple active credit accounts that are being serviced regularly. Where the value of these
financial commitments exceeds the income declared by the applicant, it raises concerns
regarding the completeness and accuracy of the income information provided during the
application process. As a result, such applications may be disqualified due to non-disclosure of
additional income sources or financial resources.

Furthermore, the verification process has revealed instances where applicants own more than
one immovable property. Ownership of multiple properties is contrary to the eligibility
requirements contained within the ATTP Policy, which is intended to aid qualifying indigent
households. Applicants identified as owning additional properties therefore do not meet the
qualifying criteria and are subsequently excluded from receiving benefits.

These verification measures have strengthened the integrity of the ATTP assessment process
and ensure that municipal assistance is directed to residents who genuinely meet the policy
requirements and demonstrate financial need.

BENEFITS OF USING TRACING TOOL

+ The tracing tool revealed that many customers were dishonest about their income and
financial situation, often claiming only SASSA pensions while failing to declare other
income.

« The tool identified active credit accounts in good standing, frequently exceeding the
R4800 threshold required to qualify for ATTP.

+ It enabled removal of deceased indigents from the database, addressing Auditor General
findings. A total of 1,423 deceased beneficiaries were identified, with credits reversed o
their date of death.

» Beneficiaries were notified to reapply if still deemed indigent.

*» The tool provided CIPCs, identified registered business owners, and government
employees, ensuring a cleaner and more accurate database.

e Assessment turnaround time improved from up to 60 days to immediate results, reducing
risks associated with onsite verifications.

CONCLUSION

The tracing tool has significantly improved the integrity of the ATTP database, corrected audit
findings, and enhanced efficiency. However, the decline in the ATTP database is primarily due to
correct financial status information obtain via the mentioned tracing tool, tampering and illegal
electricity connections.

RECOMMENDATION
e Continue utilizing the tracing tool to maintain a clean and accurate ATTP (Indigent)

database.
« Intensify monitoring and enforcement against illegal electricity connections.
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44 UPDATE ON THE IMPLEMENTATION OF THE 2024/25 AUDIT ACTION PLANS
RELATING TO THE TWENTY (20) SIGNIFICANT FINDINGS RESPONDING TO THE
AUDIT OUTCOMES FROM THE AUDITOR GENERAL SOUTH AFRICA (AGSA)

Purpose

The purpose of this item is to appraise the (i) Operation Clean Audit Steering, (ii) Audit
Committee and (iii) Budget and Treasury Standing Committee on actions taken thus far in
dealing with the issues raised by the AGSA relating to the significant audit findings to minimise
or stop their re-occurrence.

Background

We will be aware that the office of the Auditor General South Africa issued the municipality
with a qualified Audit Report for the 2024/25 financial year. The Audit Report was issued in
late 2025 and tabled in Council in its meeting held at end January 2026.

The report that was tabled in Council in its meeting at the end of January 2026 also included
the action plans that would be implemented to improve the status quo. The intention of this
item is aimed at appraising the (i) Operation Clean Audit Steering, (ii) Audit Committee and
(iii) Budget and Treasury Standing Committee on actions taken thus far more especially as it
relates to addressing the twenty (20) significant findings due to their impact in the audit report.

The Acting City Manager mandated the CFO and the Section 154 team members to form a
Sub-Committee that will continuously assess, monitor. and action the AG’s recommendation
and report the status and risks to the Operation Clean Audit Steering Committee amongst
other things.

The Acting City Manager’s instruction has been operationalised, there is a team that includes
the (i) Chief financial officer, (ii) Section 1564 team member, (iii) Accounting Technical Expert
who is also CA(SA) in terms of his qualifications, and (iii) Annual Financial Statements’ Deputy
Director that deals with the financial statements and the audit matters. There is also a
suggestion that as the COO’s office deals with the non-financial information the acting COO
and relevant colleague also form part of the Sub-Committee. The Supply Chain Management
office is suggested to be represented by the Senior Director as there are various cross-cutting
issues that affect SCM.

The Sub-Committee has already set or met two times to assess the progress of implementing
the Audit Action Plans. The Sub-Committee resolved to have standing weekly meetings (every
Friday morning) that deals specifically with AGSA audit matters, specifically the matters that
affect the audit opinion.

The Sub Committee has also noted that there is an urgent need to establish a team that deals
with Material Irregularities (MI's). This will be appropriate if this team works & reports directly
to the acting City Manager due to the fact that Ml's are issued to the Accounting Officer in
terms of the AGSA's operations.

Discuss

The Auditor General South Africa (AGSA) raised and issued more than 200 audit findings in
the 2024/2025 audit that ranges between matters that affected the Audit Opinion, significant
matters and other matters. Due to the timing of the annual financial statements (due for
submission at the end of August 2026) and the AGSA audit, it was recommended that the
subcommittee should focus on the significant audit findings. The team has commenced with
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the request from the Operation Clean Audit Steering Committee, and a status report has been
prepared in this regard, (Refer to Annexure “K” as attached).

The Annual Financial Statements audit matters are being addressed, and the status is
available in this regard. The Sub-Committee recommends that there is a need to have a
dedicated individual who is responsible for collecting non-financial data, assessing the
completeness, accuracy and validity of the data from various Directorates prior submission to
the AGSA preferable from the office of the Chief Operating Officer. The above
recommendation will assist the COQ's office by also providing the OPCA with reports on the
progress made in addressing the findings that relate to the audit of performance information.
The report produced (and which is attached) only addresses financial related issues.

The Sub-Committee also discussed the appointment of consulting firms' request from the
Operation Clean Audit to assist with the audit turnaround plan, using the deviation route. The
concern with the deviation is the fact that when they are resulting from “poor planning” they
will be interpreted by the AGSA as poor planning, necessitating the implementation of Section
32 & Section 171 of the MFMA. To circumvent this concern, the Chief Financial Officer is busy
drafting a specification document being assisted by the accounting technical expert and this
will be shared with the Acting City Manager once finalised.

The other important action that the Sub Committee will be taking into cognisance is that the
Audit Action Plans that are developed or processed in the National Treasury portal requires
timely actioning by various role-players. In the forthcoming report the Sub Committee will be
detailing the status of the updating and approvals of the Audit Action Plans and detail areas
that may not have been actioned.

Risk Assessment

The risks identified by the Sub Committee include inter-alia the following: -

. There is still a lack of understanding as il relates to the meaning of Work-in-Progress
and lack of cooperation when calling for information from the Project Managers (e.g.
Electricity and Energy). Some Project Managers understand Work-in-Progress as
meaning or being equated to the spending of a budget, instead of the progress as it
relates to the Creation of An Asset.

. The critical importance of the coordination of the non-financial related information
which also requires various role-players that include respective Directorates and the
coordinating office (i.e. COO's office). We must note that inaccurate, incomplete and
invalid non-financial data could result to disclaimer or adverse audit opinion from the
AGSA.

. If the multiple-deviation route for appointment of service providers is followed, it could
lead to an increase in the Unauthorised, Irregular, Fruitless and Wasteful Expenditure
(UIFW-E) register which places the NMBM in a precarious position. Deviations that
may be resulting from poor planning are automatically interpreted as irregular
expenditure by the Auditor General South Africa (AGSA) thereby ballooning the UIFW-
E Register.

N The way the Material Irregularities (MI's) are attended to currently requires a better

coordination with the direct reporting to the acting / City Manager. It may be necessary
to develop a separate Sub-Committee to concentrate on the MI’s with proper reporting.
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e The updating of the Audit Action Plans in the National Treasury portal requires another
attention. The report on this area will be availed in the next reporting period to keep
the Committee abreast.

Annexures to the report

(Annexure "K”): AGSA progress report

IT IS RECOMMENDED:

It is recommended that:

(a) The Committee notes actions taken thus far to deal with the audit outcomes (2024/25).

(b) The Committee notes the risks identified in the process of achieving the improved audit
outcomes.

JACKSON NGCELWANE
CHIEF FINANCIAL OFFICER
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Annexure “A5”

6.7.6 Reducing Electricity and Water Losses
6.7.6.1 Electricity Losses

This ratio indicates the percentage of electricity losses incurred in relation to the number of electricity units
purchased.

The ratio is determined as follows:

Electricity units purchased — Electricity units sold x 100
Electricity units purchased

The total non-revenue electricity losses for the 12 months of the 2024/25 financial year amounts to 26.81%
(932.537,678Kwh), or an equivalent of R1.323 billion up from R1.176billion or 26.36% (889,563,661Kw) for
the 2023/24 budget year. The Electricity Loss calculation up to 28 February is R 1.490 billion.

6.7.6.2 Water Losses

This ratio indicates the percentage of water losses incurred in relation to the number of water units purchased.

The ratio is determined as follows:

Water units purchased — Water units sold x 100
Water units purchased

The cumulative Water losses for the 2024/25 financial year amounted to 73.741 million kl or 57.62%. The
Cumulative Water losses for the first 6 months of the 2025/26 financial year amounted to 61,464,654 kil or
54.8%.

It is evident that the current strategies to address both water and electricity losses are not yielding positive

results, over and above the loan amounting to R750.6 million that was raised by the municipality to address
these challenges.
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