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BERGRIVIER MUNICIPALITY DIAGNOSTIC AND SUMMARY OF KEY RECOMMENDATIONS

Integrated Development & Spatial
Planning

The Municipality’s performance reporting in the 2024/25 Annual Report is structured at the directorate
level. To enhance the results chain and strategic alignment for effective oversight of long term
developmental outcomes, it is recommended that the Municipality consider shifting from a directorate-
based reporting approach to linking each KPI to the IDP strategic goals.

It is recommended that the Municipality adopt an evidence-based planning approach informed by
current performance trends, particularly within SG3 and infrastructure-related constraints as baseline
conditions, to set adequately funded targets, and ensure that the expansion of KPIs remains aligned with
available institutional capacity.

The Municipality is encouraged fo institutionalise skills development and capacity building by ensuring
that the Workplace Skills Plan is adequately funded and prioritised, with particular focus on scarce and
critical skills within Technical Services; and

It is recommended that the Municipality proactively plan for the tfransition to the 2027 - 2032 IDP cycle by
using identified implementation challenges as baseline considerations. Lessons from the current cycle
should inform the development of measurable and adequately resourced strategic objectives.

Economic Sustainability

The Municipality should expand capital investment in infrastructure by reviewing and increasing budget
allocations for wastewater and sanitation projects to better address urgent service backlogs and existing
infrastructure shortfalls.

Bergrivier should pursue alternative funding mechanisms-such as public-private partnerships (PPPs), donor
financing, and national transfers like the Municipal Infrastructure Grant and Water Services Infrastructure
Grant-to augment constrained fiscal resources.

Strengthening monitoring and evaluation systems is also essential to track infrastructure performance,
oversee project implementation, and assess service delivery outcomes.

Strengthening monitoring and evaluation systems is also essential to track infrastructure performance,
oversee project implementation, and assess service delivery outcomes.

The maintenance and upgrading of infrastructure are critical to unlocking broader development
potential.

Revenue and Expenditure

2026/27 tabled budget is funded, with a year-on-year decline in the surplus cash held over the MTREF,
culminating in a deficit in 2028/29.

Operating surplus budget for 2026/27, which transitions into a deficit over the two outer MTREF years —
depreciation charges must be funded - intensify arrears debt management to increase cash inflows and
align expenditure strategies with sustainable long term financial plans to avoid fiscal strain in future.
Accuracy of the debt impairment calculation, ensuring that non-payment provision is recognised as
impairment losses, and when an irecoverable debt is written off has been planned.

All service charges tariff increases exceed the CPI inflation rate - carefully balance tariff increase with
affordability — NT cost-reflective tariff tool to be completed and submitted to GoMuni.

The impact of rising fixed tariff charges may be defrimental to consumers, particularly low-usage
households. Continuously assess whether the intended objectives in terms of revenue collection, cost
recovery, debtor management, and maintaining tariffs that are fair, equitable, and affordable.
Complete and submit to GoMuni the Municipal Revenue Assessment Tool to identify gaps, inefficiencies,
and risks in the revenue value chain that may impact budget credibility and long tferm planning.
Consumer growth data is highly important to future revenue forecasting and for risk mitigation.
Valuation Roll Reconciliation Tool should be completed - verifying billing data within the financial system
remains to optimise revenue collection.

Advised acknowledging Administrative Adjudication of Road Traffic Offences (AARTO) legislation as a
strategic and operationalrisk in both the budget documentation - monitor further guidance from national
departments and regulatory authorities.

Necessitating stricter cost containment, improved operational efficiency and a deliberate reprioritisation
of non-core spending in line with the principles of Targeted and Responsible Savings.
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Capital Budget & Infrastructure

Encouraged to sustain a healthy CRR to meet infrastructure renewal demands and mitigate the impact
on future operating budgets, while carefully considering long term sustainability.

Embedding the Long Term Financial Plan in the planning, implementation and management of the
organisation will be critical fo achieving these objectives.

Maintain focus on debt sustainability and implement a diversified revenue strategy to balance funding
sources.

Access the impact of unspent borrowings on consumers, as repayment costs influence tariff-setting
decisions.

Upgrading of existing assets and infrastructure renewal should be give adequate priority in budget
planning and decision-making processes.

The investment in new assets supports the expansion of service delivery, remain mindful of the future
operational and maintenance costs associated with a growing asset base, particularly considering the
projected operating deficits over the MTREF.

Strategic
Procurement

Review FIDPM policy

Expand asset register to make provision for more operational records

Use the asset register to inform the procurement plan and IDP

Generate a comprehensive procurement plan which includes capex and opex
Increase use of framework agreements and existing National Treasury contracts

mSCOA
Compliance

Data credibility: Difference between Al-Schedule tabled to Council and mSCOA data strings.
Balance sheet and cash flow (tables A6 and A7) budgeting remains an issue.

VAT accounting for services is not adhered to. VAT should be done in accordance with mSCOA Circular
No. 12.

Debt impairment for property rates in the debtors account has not been split accordance mSCOA chart.
Continue to implement municipal mMSCOA roadmap.
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LIST OF ACRONYMS

AQMP Air Quality Management Plan

BESP Built Environment Support Programme
CAPEX Capital Expenditure

CBD Central Business District

CBA Critical Biodiversity Areas

CMP Coastal Management Programme

CPI Consumer Price Index

CRR Capital Replacement Reserve

CSIR Council for Scientific and Industrial Research
DCAS Department of Cultural Affairs and Sport
DEA&DP Department of Environmental Affairs and Development Planning
DLG Department of Local Government

DM District Municipality

DOl Department of Infrastructure

DWA Department of Water Affairs

EPWP Expanded Public Works Programme

FBE Free Basic Electricity

HSP Human Settlements Plan

IDP Integrated Development Plan

IGP Infrastructure Growth Plan

IAMP Integrated Infrastructure Asset Management Plan
IIF Infrastructure Investment Framework

ITP Infegrated Transport Plan

ISDF Infegrated Strategic Development Framework
[YM In-year Monitoring

IWMP Integrated Waste Management Plan

JOC Joint Operations Centre

KI kilolitre

KPA Key Performance Area

KPI Key Performance Indicator

kWh kilowatt hour (1 000 watt hours)

LED Local Economic Development

LTFP Long Term Financial Plan

LUPA Land Use Planning Act

MBRR Municipal Budget and Reporting Regulations
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MDG

Millennium Development Goal

MFMA Municipal Finance Management Act

MER Municipal Energy Resilience

Ml Municipal Infrastructure

MIG Municipal Infrastructure Grant

MIP Municipal Infrastructure Plan

MISA Municipal Infrastructure Support Agency
MMP Maintenance Management Plan

MTREF Medium Term Revenue and Expenditure Framework
MVA Megavolt Amperes (1 million volt amperes)
MWh Megawatt hour (1 million watt hours)

NRW Non-revenue Water

NDHS National Department of Human Setftlements
NT National Treasury

O&M Operations and Maintenance

OPEX Operating Expenditure

PMS Performance Management Systems

RMP Road Management Plan

SCM Supply Chain Management

SDBIP Service Delivery Budget Implementation Plan
SDF Spatial Development Framework

SOP Standard Operating Procedure

SWMP Stormwater Management Plan

WCSDF Western Cape Spatial Development Framework
WDM Water Demand Management

WSDP Water Service Development Plan

WTW Water Treatment Works

WWTW Wastewater Treatment Works
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SECTION 1: INTRODUCTION

The 2026 SIME assessment summarises comments by the Western Cape Government (WCG) on the draft
2026/27 MTREF Budget, Integrated Development Plan (IDP), Spatfial Development Framework (SDF), and
other relevant polices and documents.

The assessment covers the following key areas; conformance with the Municipal Finance Management Act
56 of 2003 (MFMA), Municipal Systems Act 32 of 2002 (MSA), and Municipal Budget and Reporting
Regulatfions (MBRR); an integrated, spatial and environmental planning analysis of the IDP and SDF and the
responsiveness, credibility and sustainability of the tabled budget.

The WCG intends meeting the executives of your Municipality in May 2026, where the key findings and
recommendations of this report will be presented and deliberated upon. The planned engagement will
contextualise the Municipality’s challenges and responses as presented in the draft budget, IDP, Local
Economic Development (LED), SDF, and other strategic matters for discussion between the two spheres of
government. All the information related to the assessment and analysis of the draft annual budget, IDP, and
SDF is found in the report below.

The budget snapshot below provides a high-level overview of key socio-economic and financial indicators
of the Bergrivier Municipality in relation to the regional economy.



SECTION 2: INTEGRATED PLANNING
2.1 Integrated Development Planning

The Municipal Systems Act 32 of 2000 (MSA) requires every municipal council to review its Integrated
Development Plan (IDP) annually, based on an assessment of its performance measurements, and to the
extent that changing circumstances demand. The MSA further provides that a municipal council may
amend its IDP by following the prescribed process set out in Regulation 3 of the Local Government:
Municipal Planning and Performance Management Regulations, 2001 (MSA Regulations).

In compliance with these provisions, the Bergrivier Municipality (the Municipality) conducted the annual
review of its IDP during the 2025/26 financial year. This represents the fourth and final review of the
2022 - 2027 IDP, and the Municipality resolved to adopt a reviewed IDP in May 2026.

2.1.1 IDP Compliance

The core components of an IDP are outlined in Section 26 of the MSA and Regulation 2 of the MSA
Regulations. Sections 28 and 29 of the MSA require municipalities to adhere to an established process when
reviewing or amending their IDPs. The compliance of the reviewed IDP with legislative requirements and the
process followed were assessed using a compliance checklist. The assessment was shared and discussed
with the Municipality.

22 IDP Implementation

Section 41 of the MSA provides for a municipality to, in accordance with its performance management
system, set performance measures with regard to its development priorities and objectives set out in the IDP.
In addition, section 41 provides for the monitoring of performance, measuring and reviewing performance
at least once per year, implementing steps to improve performance, and setfting up a regular reporting
system.

Following the assessment of the Municipality's implementation of the IDP as part of the 2024/25 IDP
assessment process, this section reflects on whether previously identified implementation risks have been
addressed. For the assessment, the DLG has consulted the statutory reporting documents of the Municipality,
including the 2024/25 Annual Report, the Section 72 Report, and the 2025/26 Technical Infegrated Municipall
Engagement (TIME) Report. The Municipality is encouraged to take these analyses into account to address
identified shortcomings over the remainder of the term of office and to inform planning processes for the
upcoming 2027 - 2032 IDP cycle.

The Municipality adopted its 2022 - 2027 IDP in May 2022, which was subsequently amended during the
2023/24 financial year. The amendment infroduced a redrafted vision and mission, refined strategic goals,
and strengthened alignment between programmes and performance indicators. The five amended
strategic goals (SG) are as follows:



‘ SG1: Strengthen Financial Sustainability

‘ SG2: Ensure Good Governance
‘ SG3: Sustainable Service Delivery

‘ SG4: Facilitate an Enabling Environment for a Diversified Economy and Growth to Alleviate Poverty

‘ SGS5: Empowering People through Innovation

The Municipality’s increased commitment to structured performance management led to a steady
expansion in the number of key performance indicators (KPIs) reflected in the Service Delivery and Budget
Implementation Plan (SDBIP). The KPIs increased from 81 in 2022/23 to 96 in 2023/24, increasing further to
122 following the IDP amendment. This reflects an enhanced performance management approach and a
more comprehensive approach to measuring service delivery outcomes.

Performance Trends Across the IDP Cycle

The Municipality’'s performance frajectory across the IDP cycle reflects generally strong overall
achievement, with specific areas of persistent underperformance that require targeted intervention. During
the 2022/23 financial year, the Municipality achieved 88 per cent of its 81 KPls, where consistent
performance was noted in SG3 (Sustainable Service Delivery) and SG4 (Facilitate an Enabling Environment
for Economic Growth), while SG1 (Strengthen Financial Sustainability) also performed well, achieving
approximately 1.5 per cent of its targets. However, SG2 (Ensure Good Governance) reflected challenges,
with only 64.3 per cent of KPIs achieved, suggesting areas for strengthening in governance, compliance,
and administrative processes af the fime.

In the 2023/24 financial year, performance improved in SG2, which achieved 97.4 per cent of its KPIs,
reflecting strengthened institutional capacity, improved accountability mechanisms, and more effective
administrative controls. SG4 and SG5 both achieved 80 per cent, indicating steady progress in socio-
economic development initiatives. However, SG3 remained the most persistent area of underperformance,
improving only marginally from 64.3 per cent in 2022/23 to 69.2 per cent in 2023/24. This trend suggests
ongoing service delivery pressures, particularly in relation to infrastructure provision, maintenance, and
project implementation.

The table below provides a summary of the Municipality's performance across the completed financial
years within the 2022 - 2027 IDP cycle:

Financial Year ‘ Total KPIs ‘ Not Met | Almost Met ‘ Met or Above ‘ Achievement Rate
2022/23 81 6% 6% 88% 88%
2023/24 122 ~8% ~5% ~87% ~87%
2024/25 122 4.92% 4.10% 21% 91.0%
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The 2024/25 Annual Performance Report reflects performance across 122 KPIs, with the Municipality
achieving approximately 91 per cent of KPIs, indicating confinued improvement across the IDP cycle.
Performance across directorates reflects a generally positive trajectory; however, certain areas confinue to
present a few challenges.

The graph below illustrates the Municipality's performance for the 2024/25 financial year.
Municipal Performance 2024/25
Technical Services

Community Services

Financial Services -

Corporate Services

Municipal Manager

Councill

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
m Extremely wellmet  mWell met Met Almost met  ®mNot met

Community Services achieved 100 per cent of its KPlIs, reflecting an overachievement in revenue collection
from speeding fines, library grant spending, income from resorts, and law enforcement operatfions,
indicating effective service delivery and revenue optimisation within the directorate. Corporate Services
achieved approximately 95.2 per cent, with 20 out of 21 KPIs met, reflecting stability in internal administrative
functions. The Municipal Manager’s Office achieved approximately 90.5 per cent, with only two KPIs almost
metf, namely capital project completfion (88.90 per cent) and Technical Services SDBIP management
(76.51per cent), indicating minor challenges in oversight and coordination. Financial Services achieved
approximately 87.5 per cent of its KPIs. Two KPIs were not met, relating to water losses and unaccounted-for
electricity, while the KPl on debt payment (94.59 per cent against a 95 per cent target) was almost met.
Additionally, the level of investment in staff training, with expenditure recorded at 0.01 per cent against a
1 per cent target, may impact the long term institutional capacity.

Technical Services recorded the lowest performance at approximately 80 per cent, with three KPIs not met
and one almost met. The key areas where KPIs were not met relate to water losses (16.58 per cent against
a 12 per cent target), unaccounted-for electricity (11.62 per cent against a 10 per cent target), and non-
expenditure of the conditional road maintenance operational grant (0 per cent spent due to non-
submission of a claim). Capital budget expenditure was also below target at 90 per cent against a 95 per
cent targetf. These frends are consistent with previous performance cycles and suggest ongoing
implementation pressures, particularly in infrastructure-related functions.

The 2025/26 TIME Report provides an assessment of the Municipality’s performance at the mid- financial
year. The assessment was performed against the Top Layer SDBIP, which comprised 12 performance
indicators measured in the second quarter. The Municipality achieved 8 of the 12 targets, resulting in a
67.0 per cent performance rate in December 2025. The Municipality had challenges with capital
expendifure underspend, which may be considered a key risk to infrastructure maintenance and service
delivery continuity. However, the 2025/26 mid-year assessment is based on the Top Layer SDBIP (12 KPIs) and
is therefore not directly comparable to prior years, where performance was assessed against a broader set
of indicators.
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The Municipality demonstrates a generally positive performance frend across the IDP cycle, supported by
an increasingly structured performance management system and improved alignment between planning
and reporting instruments. However, ongoing implementation challenges, particularly within SG3, indicate
underlying systemic constraints. The mid-year performance in 2025/26, together with recurring challenges
such as infrastructure losses, under-expenditure on conditional grants, and limited investment in human
capital, indicates that implementation risks remain material in the final year of the IDP cycle. These trends
highlight the need for a more integrated, realistic and capacity-driven planning approach, where
performance management, budgeting, and institutional capability are more closely aligned.

23 Key findings and recommendations
2.3.1 Key Findings
Based on the above assessment, below is a summary of key findings:

Performance reporting in the 2024/25 Annual Report is primarily structured at the directorate level, rather
than being explicitly aligned to the strategic goals of the IDP. This may constrain the Municipality’s ability to
assess progress against long ferm developmental outcomes and limit the effectiveness of strategic oversight
within the performance management system;

The overall KPl achievement improved from 88 per cent in 2022/23 to approximately 91 per cent in 2024/25,
indicating positive progress across the IDP cycle. However, the 2025/26 mid-year performance of 67 per
cent achievement reflects a notable shift in performance trends, highlighting the need for confinued
atftention to implementation risks, particularly within SG3;

Technical Services continues to reflect relatively lower performance (approximately 80 per cent), with
recurring challenges related to water losses, electricity losses, and grant utilisation. The underutilisation of
condifional grants indicates opportunities to strengthen project preparation, compliance processes, and
internal coordination mechanisms; and

The underperformance in training expenditure (0.01 per cent against a 1 per cent target) indicates limited
investment in structured skills development. This may, over time, affect the Municipality’s ability to sustain
technical and operational capacity, particularly within infrastructure-related functions.

2.3.2 Recommendations
It is recommended that the Municipality:

Enhance the results chain and overall strategic alignment by ensuring clear linkages between strategic
goals, KPIs and SDBIP indicators. Consideration should be given to shifting from a directorate-based
reporting approach, as reflected in the 2024/25 Annual Report, to linking each KPI directly to the approved
SGs;

Consider adopting an evidence-based planning approach informed by current performance trends,
informed by current performance trends. This includes considering the performance of SG3 and
infrastructure-related constraints as baseline conditions, setting realistic and adequately funded targets,
and ensuring that the expansion of KPIs remains aligned with available institutional capacity;

Institutionalise skills development and capacity building by ensuring that the Workplace Skills Plan is
adequately funded and prioritised, with particular focus on scarce and critical skills within Technical Services;
and

Proactively plan for the transition to the 2027 - 2032 IDP cycle by using identified implementation challenges
as baseline considerations. Lessons from the current cycle should inform the development of measurable
and adequately resourced strategic objectives.



24 Environmental and Planning Analysis
2.4.1 Spatial Planning

The DEA&DP utilises a comprehensive index framework to monitor spatial performance across all districts,
tracking shifts in human welfare, liveability, and environmental systems. This data-driven, indicator-led
approach serves as a critical decision-making tool to advance the Provincial and Departmental Strategic
Plans' spatial fransformation goals while strengthening governance through evidence-based research and
growth analysis.

The Bergrivier Municipality displays relatively equal results across human welfare, natural resources access
and liveability outcomes, indicating that access to spatial advantage and prosperity is uniformly shared with
opportunities for improvement available throughout. Bergrivier has specific comparative advantages in
overall built environmental systems performance as compared across all West Coast Municipalities.
Opportunities for improvement in both the socio-economic and natural environment systems need to be
the focus of Bergrivier to improve further on overall spatial performance and continued healthy growth
potential over the next 5-year IDP cycle. In 2018, the overall Growth Potential for Bergrivier improved and
was measured to rank in the high growth potential categories. The updated Growth Potential report
(GPS 24) will become available for distribution early in May 2026 for consideration in the final IDP.

The overall spatial performance for Bergrivier highlights the importance of leveraging the MSDF and CEF to
ensure that infrastructure investment and programmes in the Municipality improve on a solid foundation
that exists, and deliver access to basic services, economic opportunities, and quality living environments.
This includes leveraging ecological infrastructure, a strong built environment (service delivery) foundation,
and importantly, giving effect to Climate Change responsiveness.

24.2 Spatial Transformation and Managed Urbanization.

The purpose of this assessment is fo evaluate the extent to which municipal planning and budgeting
instruments are aligned to give practical effect to the Municipality’s spatial vision and development
trajectory. In particular, it seeks to determine whether the draft IDP and MTREF reflect and implement the
spatial priorities set out in the MSDF and, where applicable, the Capital Expenditure Framework, so that
investment decisions are directed in a manner that supports spatfial fransformation, restructuring and more
efficient urban form. The assessment focuses on whether municipalities are moving beyond policy intent
toward plan-led budgeting and implementation, where spatfial plans inform capital allocation,
infrastructure sequencing and development outcomes. In doing so, it aims to identify gaps between spatial
planning and budgeting, highlight areas requiring municipal action, and support a more deliberate
translation of spatial strategies intfo funded, implementable programmes that advance inclusive, well-
located and sustainable human settlements.

This approach enables a clear theory of change for spatial transformation. Spatial plans, on their own, do
not change spatial outcomes, they must shape where and how public investment is directed. When MSDF
priorities are translated intfo a prioritised capital investment pipeline, and that pipeline is reflected in the
MTREF and annual budgets, infrastructure and service delivery begin to reinforce the intended spatial
structure. Over time, this shifts growth foward priority nodes and corridors, improves access to well-located
land and opportunities, and reduces inefficient and fragmented development patterns. Without this link
between planning and budgeting, spatial fransformation remains aspirational rather than implementable.

2.4.3 Municipal Spatial Development Framework Performance Review

No evidence was found that the Municipality has undertaken an annual performance review of its MSDF in
the last yearin line with section 34(a) (i) and 41(1) (c) of the Municipal Systems Act. This limits the Municipality’s
ability to systematically assess whether the draft IDP and budget are giving effect to the MSDF i.e. whether



planning and budgeting are aligned, and whether any amendments to the MSDF are required in response
to changing conditions or implementation constraints.

Further information on the Annual Performance Review of the Implementation of SDF’s, can be found in the
Practice Note which accompanied Provincial Circular 0005/ 2023.

It is anticipated that an annual performance review will be undertaken in future, in accordance with section
34(a)(1)) of the MSA.

244 Capital Expenditure Framework and Alignment of Budget with MSDF Priorities

The Bergrivier MSDF was adopted in 2024 and includes a Capital Expenditure Framework (CEF). In terms of
MSDF Priority Areas and spatial logic, Piketberg and Velddrif are identified as Priority Investment Areas, with
development to be intensified along the N7 (north-south) and R44/R399 (east—-west) corridors to capitalise
on regional economic linkages. Secondary settflement priorities include Porterville, Eendekuil, and
Dwarskersbos.

The CEF focuses on infrastructure renewal and maintenance to ensure financial sustainability, operating
within a 10-year affordability envelope of R638 million (averaging Ré8 million per year). High-priority projects
identified through a 13-point scoring tool include the Velddrif WWTW upgrade (Priority 1), Velddrif electricity
upgrades (Priority 2), and the Piketberg WWTW maturation river (Priority 3).

The capital budget is heavily weighted toward Technical Services over the three-year period and reflects
this “maintenance-first” approach. A significant portion of expenditure in 2026/27 is directed toward the
renewal and upgrading of existing assets, including key CEF projects such as the Velddrif main feeder line
replacement and WWTW upgrades.

The draft capital budget is spatially referenced. While the MSDF and CEF locate projects within Priority
Investment Areas (municipal and settlement scale), as well as Upgrading and Consolidation Areas, the IDP
provides a “Capital Programme per Town,” enabling settflement-level interpretation. Supporting Table SA36
in the budget schedules and Table 137 in the IDP further specify ward-level project locations, which appear
to correlate appropriately with the spatial framework.

The Bergrivier Municipality’s draft 2026/27 - 2028/29 budget demonstrates clear alignment with the spatial
priorities and investment logic of the MSDF and its CEF. By directing investment foward identified growth
centres, particularly Velddrif and Piketberg, and maintaining a disciplined focus on infrastructure renewal,
the Municipality is aligning its financial resources with its spatial development objectives. While a gap
remains between long term infrastructure demand and available funding, the current MTREF provides a
structured and spatially targeted basis for implementation.

2.4.5 Incremental Upgrading of Informal Settlements

Bergrivier Municipality recognises the importance of incremental upgrading of informal seftlements by
spatially identifying specific priority areas and securing dedicated grant funding for their redevelopment.
The IDP identifies the “Trajekte Kamp™ in Piketberg as a critical informal area requiring redevelopment and
cleanup.

While the MSDF did not identify any informal seftlements within the Municipality at the time of MSDF adoption
in 2024, the MSDF does identify areas where incremental upgrading approaches could be applied,
categorising them as “Upgrading Areas” at the settflement scale. These settlements, include Wittewater and
Goedverwacht which have been identified for upgrading, where the focus is mainly on the provision and
maintenance of services.



The IDP records a provincial allocation for the Informal Settlements Upgrading Partnership Grant (ISUPG) of
R58.777 million for the 2026/27 financial year. The MIREF includes a funded project for Trajekte Kamp
(Piketberg) covering planning and the establishment of 80 sites. The capital budget (Table A9) allocates
R64.028 million for the "Upgrading of Existing Assets" in 2026/27, which includes addressing service backlogs
in water and sanitation.

It is noted that the housing backlog in Piketberg alone was 2,453 units in early 2026, yet the currently funded
upgrading project for Trajekte Kamp only addresses 80 sites. It is also noted that “backyard dwellers”
comprise 6.5 per cent of households and the IDP flags a gap in providing basic services to this group due o
current legislation limiting the Municipality to only one connection per erf.

Bergrivier Municipality addresses incremental upgrading by spatially designating Wittewater,
Goedverwacht, and Trajekte Kamp as priority investment zones and securing R58.7 million in ISUPG funding
for the 2026/27 cycle. However, the current pace of delivery-evidenced by the 80-site project in Piketberg -
remains insufficient to address the 5 554-unit municipal housing backlog. While the Municipality is
operationalising service improvements, its overall ability to scale upgrading is severely constrained by a long
term capital funding gap and legislative hurdles regarding backyard dweller connections.

2.4.6 Inclusionary and Affordable Housing Policy Responsive and Use of Housing Market Evidence

While the MSDF does not explicitly speak to inclusionary housing policy, the Bergrivier MSDF does promote
the provision of a multiple range of affordable entry-level housing in general settlement directives. The MSDF
identifies Piketberg, Porterville and Velddrif as the areas with the greatest need for GAP and social housing.
Chapter 5 of the MSDF contains specific directives to operationalise inclusionary principles across all
settlements. These include:

Directing the Municipality to include GAP housing schemes within subsidised projects to cross-subsidise the
provision of services.

Encouraging a multiple range of affordable entry-level housing catering to various markets to enhance job
creation through mixed land uses.

The identification of "Integration Zones" within settlements to facilitate inclusive growth.

As of early 2026, the municipal housing backlog stood at 5 554 units, including 1 301 GAP housing units.
Piketberg alone accounts for nearly half of this demand, with a recorded need for 620 GAP units. In Section
7.4.4, the IDP highlights a Council-approved concept for a large-scale project comprising over 2 500 units
designed as a mixed development. This project is infended to be scheduled over a 5 - 10 year period across
the three major towns (Piketberg, Velddrif, and Porterville) to ensure a diverse housing supply. It is, however,
unclear to what extent this project is funded.

Considering the identified need for 1302 GAP housing units throughout the Municipality, with Piketberg
accounting for nearly half of the demand as well as the growing population of backyard dwellers
(6.5 per cent of households), it would be useful for the Municipality fo fransition from general directives and
prioritise the drafting a formal Affordable Housing Policy.

2.4.7 Climate Change Resilience

During 2025/26, Municipalities continue to experience the impact of climate-linked extreme weather events
like extreme heat, extensive veld fires and flooding across the province.

Climate change, however, should not be seen only in a negative light and as a disaster management issue
but also from an opportunity perspective. While extreme weather events are important to plan for,
municipalities also need to consider longer-term and less visible impacts. Conditions like extended fire



seasons, persistent water security concerns as well as coastal erosion impact significantly on municipal
resources and increasingly do so in the near future.

The most effective way to deal with these impacts is to shift from disaster response to proactive risk reduction,
or what is referred to as climate change resilience. As indicated, resilience is a key focus of the WCSDF and
revolves around reducing existing and structural vulnerabilities that make communities, economic activities,
systems and infrastructure sensitive to climate related threats. This could include economic impacts such as
reduced demand for our carbon-intensive products, and how climate change will gradually affect land
use, infrastructure, and settlement patterns over time.

Key recommendations for the integration of climate change considerations into the operations of the
Municipality are:

@ Risk Assessments: The assessment of risks o municipal operations and services, including but not limited
to disaster risks, is already well-entrenched as mechanism fo ensure accountability, responsible
investment and change management. The same mechanism should recognise the short- and long term
risks exacerbated by changing climatic conditions, and accordingly inform and direct municipal
planning and spending.

@ Communication and Awareness: Surveys indicate poor climate change awareness in the Western Cape.
This likely inhibits the rate of behaviour change towards climate responses and decisions. WCG is working
towards consolidated climate change messaging and encourages Municipalities to do the same within
their communications and environmental education spheres. A recently launched WCG resource for
climate change related communication materials can be accessed here:
https://museumstories.co.za/climate-change/

@ Focus on vulnerability: There are many resources available to assess vulnerability to climate related
stresses. These should be accessed to guide municipal planning and interventions to areas or situations
where exposure to physical, economic or well-being threats are the greatest. DEA&DP can assist
municipalities in many of these aspects.

@ Focus on Energy Resilience: There are opportunities for municipalities fo improve energy resilience within
their operations and for their customers through promotion of energy efficiency and renewable energy
opportunities at both the small and large scale.

With improved energy resilience, the Western Cape will be able to manage energy-related disasters
(including loadshedding) more effectively and work towards a more secure, decarbonised and sustainable
energy system for the Western Cape. A number of WCG departments, including DEA&DP, DoTP through the
Energy Resilience Programme and Dol, can assist municipalities in implementing interventions that support
energy resilience.

Municipal officials must remain aware of the prescripts of the Climate Change Act, especially those related
to the compilation of Climate Change Needs and Response Assessments for District Municipalities. Although
the obligations are currently deferred, the Department of Forestry, Fisheries and the Environment (DFFE) is
developing guidelines to support its development and implementation. The WCG's Climate Change
Directorate assists Districts with pre-emptive work on revised climate change response plans and
encourages broad collaboration between the Districts and Local Municipalities as well as participation by
technical departments within municipalities to ensure effective mainstreaming of climate change
responsiveness.



2.4.8 Environmental Quality
2.4.8.1 Adoption of the Western Cape Provincial Biodiversity Strategy and Action Plan 2025 - 2030

The Provincial Biodiversity Strategy and Action Plan is the strategic umbrella for coordinated action across
government, civil society and business, with explicit alignment with both national and international
biodiversity aspirations and agreed upon targets. Municipalities play a vital role in the achievement of these
biodiversity targets and should take note of this recent adopftion in relation to their own strategies and
biodiversity management targets.

2.4.8.2 Ecological Infrastructure Investment Framework and Plans

Ecological infrastructure entails naturally functioning ecosystems that provide services to people and the
economy. When ecological infrastructure functions correctly, it supports municipal service delivery by
providing reliable, good-quality raw water supply, disaster risk reduction (especially protection against
wildfire risks and inland/coastal flooding), climate regulation, etc.

Municipalities are encouraged to include ecological infrastructure into strategic plans and budgets. Some
practical steps include:

@ |Incorporate the Western Cape Biodiversity Spatial Plan (WCBSP 2023) outcomes info MSDFs. Where
appropriate, ensure alignment with Municipal Land Use Schemes by assigning the correct zoning to
secure protection of ecological infrastructure and incorporating these areas as part of a wider municipal
open space system;

@ Incorporate ecological infrastructure as part of asset management plans and budgets;

@ Draft and secure approval for strategic Maintenance Management Plans to ensure compliance with
legislation; and

@ Collaborate with other stakeholders by participating in programmes such as Working for Water, Working
for Wetlands, Boland Groot Winterhoek Collective, Outeniqua to Tsitsikamma Water Working Group, etc.

To guide municipalities in investing in Ecological Infrastructure, the Western Cape Government developed
the Western Cape Ecological Infrastructure Investment Framework. Guiding materials and examples are
also available from the DEA&DP. Municipalities are urged to tailor ecological infrastructure investment to
their local context as a complementary strategy to enhance service delivery and human wellbeing within
their administrative domains. When designed carefully, these strategies could be used to attract external
funding and boost service delivery effectiveness.

Ecological Infrastructure Management Programmes (EIMPs) are currently being developed by municipalities
in the Western Cape, and a dedicated programme to roll out these EIMPs within strategically important
municipalities will be undertaken over the MTREF.

249 Waste Management
2.4.9.1 Operational Performance and diversion

Bergriver Municipality is currently performing at a commendable level regarding resource recovery,
successfully diverting 45 per cent of its waste (9 440 T) away from landfills (2024). This success is underpinned
by the consistent use of weighbridges at the Velddrif Materials Recovery Facility and the Piketberg Waste
Reclamation Facility, both of which maintain high standards of data integrity through regular reporting to
the IPWIS. The Municipality has moved beyond simple collection by establishing a sophisticated network of
drop-offs, fransfer stations, and "swop shops" that encourage separation at source. Notably, the Municipality
has distinguished itself as a provincial pioneer in institutional collaboration, successfully navigating complex
agreements with Producer Responsibility Organisations (PROs) like Polyco and eWASA. These partnerships,



combined with creative public awareness campaigns across social media and local schools, have laid the
groundwork for "waste-to-prosperity" initiatives set to launch in 2026.

2.4.9.2 Sirategic Planning and Governance

Significant progress has also been made on the policy front with the submission of the 5th Generation
Integrated Waste Management Plan (IWMP) to the DEA&DP in October 2025. However, this momentum has
been slightly hampered by a missing council resolution, which is currently stalling formal endorsement. While
the Municipality has successfully integrated waste issues into the broader Integrated Development Plan
(IDP), there remains a critical need to refine the budgetary breakdown to ensure that funding is explicitly
tied to the IWMP implementation plan. Furthermore, a shift toward more disciplined regulatory reporting is
required, as the Municipality is currently failing to submit the annual implementation reports mandated by
NEMWA.,

2.4.9.3 Key Challenges and Compliance

Despite the high diversion rates, the Municipality's physical waste facilities currently hold a below-average
compliance score, signalling an urgent need for technical interventions. Operational audits highlight
persistent issues with leachate collection, stormwater diversion, and slope stability, alongside the
unauthorized burning of waste. A significant fechnical oversight is the absence of annual topographic
surveys; without these, the Municipality cannot accurately assess remaining disposal airspace, which poses
arisk to long term planning. Socially, while the service is robust, 11.4 per cent of the population still lacks basic
waste removal, marking a clear area for necessary expansion intfo lower-income communities. To bridge
these gaps, the Municipality must move toward a more resilient financial model by forging strategic Public-
Private Partnerships (PPPs). Leveraging private sector capital and expertise will be essential to scale current
initiatives and systematically decommission historic disposal sites in a manner that maximizes their eventual
end-use.

2.4.9.4 Western Cape Integrated Waste Management Plan 2027 - 2032 & Budget Facility for Infrastructure

The Western Cape DEA&DP has launched a strategic R3.1 billion initiative under the Budget Facility for
Infrastructure (BFI). This program is designed fo systematically modernize waste management across the
province's municipalities by transitioning from traditional disposal to a resource-recovery model.

Core Strategic Pillars:

@ Infrastructure Backlog & Lifecycle Planning: The initiative targets a R3.1 billion funding gap. Crucially, it
shifts the planning burden onto municipalities to account for full lifecycle costs, ensuring that facilities
are not just built, but are financially sustainable over their entire operational life.

@ Green Initiatives & Circularity: The strategy pivotfs toward aggressive sustainability targets, specifically
organic waste diversion (aiming for 100 per cent diversion by 2027), large-scale recycling, and the
development of waste-to-energy technologies.

@ Integration with Provincial Growth: This waste-specific funding is a vital subset of the R132 billion long
term infrastructure pipeline announced in April 2026. It positions waste management as a "catalytic"
sector for economic growth rather than just a basic service.

@ Priority Projects: Immediate implementation is focused on regionalization, such as the Karwyderskraal
Regional Landfill Facility expansion (specifically Cell 5A), which serves as a blueprint for shared municipal
infrastructure.

@ Alternative and Blended Finance (ABF): To circumvent national fiscal limitations, the province is utilizing
the ABF Framework. This model leverages public funds to de-risk projects, attracting private sector
investment to ensure long term capital stability.



The BFI initiative serves as the primary financial engine for the 4th Generation Western Cape Integrated
Waste Management Plan (WCIWMP) 2027 — 2032.

@ Strategic Alignment: While the WCIWMP sets the regulatory and policy targets (the "what"), the BFl
application provides the capital (the "now"). The plan explicitly incorporates the R3.1 billion backlog
data info its Phase 1 Situational Analysis, which was finalized in early 2026.

@ Implementation Progress: As of April 2026, the transition from Phase 1 to Phase 2 (Implementation Plan)
is underway. The progress is currently focused on "bankable" project preparation, ensuring that
municipal projects meet the technical and financial criteria required by the BFI and the Blended Finance
Framework.



SECTION 3: ECONOMIC and FINANCIAL SUSTAINABILITY
3.1 Infroduction

This section provides an assessment of key indicators related to the responsiveness, credibility, and
sustainability of the tabled budget.

Key to assessing the above criteria is the alignment of the Municipality's budget to ifs strategic objectives,
where if there are gaps identified, recommendations will be provided considering the budget
responsiveness to the municipal area’s current socio-economic context and challenges.

The revenue and expenditure analysis and risks section provides a gap analysis with regard to frading
services, analysing the credibility and tariff structure of the Municipality’s budget.

As capital infrastructure development is a key catalyst for economic growth and sustainability, the
Municipality’s capital funding mix, capital budget implementation, and procurement planning assessment
are also critical to understand the municipal area’s growth trajectory.

3.2 Sustainable Economic Development
3.2.1 Socio-economic context

Table 1 Socio-economic indicators

Poverty:
Population & Food Poverty Basic Services:

Population growth Unemployment Line WCD/ Economic Growth Access levels
2025 2024 2024 2023-2024 2024

Electricity: 99.2%

e Water: 90.0%

e Sanitation: 94.7%

Refuse: 86.9%

74974

1.3%

Growth 2024-25: -0.2%

Crime:
. Per 100 000
Crime: Population
Education Health Actual Numbers Reported Bergrivier VS WCD
2024 2024/25 Bergrivier 2024 2024
® Immunisatfion rate: 53.4% Murders: 13 17 vs 29
Matric pass rate: 70.2% ; Hion-
¢ Chid molnutrmo'n. 0.7 per Common assault: 444 564 vs 568
100 000 population
. ® Teenage pregnancy rate: 16.2% | Drug related crime: 1 053 1 338 vs 939
Learner retention Rate
(Gr10-12): 73.1% e Termination of pregnancy rate: | Malicious damage to 271 vs 307
0.2% property: 213

Source: 2025/26 MERO West Coast/ Bergrivier Municipality

Bergrivier Municipality exhibits a relafively stable socio-economic position within the broader region,
underpinned by a diversified economy centred on agriculture, agro-processing, and frade. However,
moderate population growth is gradually intensifying pressure on infrastructure and the provision of basic
services.



Bergrivier Municipality’s population is projected to rise from 79 794 in 2025 to 85 443 by 2030, representing an
average annual growth rate of 1.3 per cent between 2025 and 2030. This steady expansion points to an
evolving demographic landscape with notable economic implications, particularly in terms of increased
demand for goods and services.

As the population grows, demand for goods and services is expected fo rise, which could stimulate local
economic activity. Businesses may benefit from increased consumer spending, potentially encouraging
investment and expansion. Sectors such as retail, healthcare, and education are especially likely to
experience growth, given their direct link to population-driven demand for essenfial services and
infrastructure.

Despite these positive dynamics, poverty remains a significant concern. In 2024, 53.1 per cent of the
population lived below the Lower-Bound Poverty Line, while 36.8 per cent experienced extreme food
poverty. This highlights persistent structural challenges, including food insecurity and limited access to
essential non-food items, underscoring the need for targeted interventions in social protection, food system:s,
and inclusive economic growth.

In terms of service delivery, Bergrivier Municipality performs above the district average. Access to basic
services is near universal, with 99.9 per cent of households having access to electricity, 99.6 per cent to
water, and 97.8 per cent access to sanitation facilities.

Crime trends present a mixed picture: while certain violent crimes such as murder have declined, there has
been a notable rise in drug-related offences, commercial crimes, and incidents of driving under the
influence.

3.2.2 Budget alignment to IDP Strategic Objectives

Table 2 Strategic Objectives for the 2026/27 Medium Term Revenue & Expenditure Framework
. C 2026/27 Medium Term Revenue & Expenditure Framework 2026/27 Medium Term Revenue & Expenditure Framework
Strategic Objective
OPEX CAPEX

Rih nd Budget Year | BudgetYear | Budget Year Average Budget Year | BudgetYear | BudgetYear |Average Annual

ousa 2026/27 2027/28 2028/29  |Annual Growth|  2026/27 2027/28 2028/29 Growth
SGI1 STre.ngThen financial sustainability and further 65724 9933 7449 5% 6407 8170 4100 249,
enhancing good governance
SG2 Ensure good governance 77 963 82227 86 635 5.4% - 1836 - #DIV/0!
SG3 Sustainable service delivery 441973 475047 512271 7.7% 80 564 84725 79 524 -0.6%
S§4 Facilitate an enbling environment Tor a 1706 15005 39433 8% 253 ) i -1000%
diverse economy and growth to alleviate povert
SG5 Empowering peple through innov ation 118 159 125031 132 438 5.9% 27 435 9503 371 -63.2%
Total Expenditure | 720889 | 767262 | 8s4rs| 78% | 116943 | 104234 | 89334 |  -124%

Source: Bergrivier Municipality, A-Schedules

@ Bergrivier Municipality acknowledges major development challenges of unemployment, poverty,
housing demand, service delivery gaps, and infrastructure needs. This signals an understanding of the
local context and the drivers of inequality and underdevelopment.

@ The strategic goals detailed in support schedules SAS and SA6 of the 2025/26 MTREF are aligned with the
objectives of the IDP and reflect financial commitments across all five strategic priorities.

@ By linking the MTREF (SA5 and SAé schedules) with the IDP, the Municipality demonstrates its commitment
to integrate strategic planning with financial allocation. This is important because:

e It ensures that long ferm development goals are backed by actual funding;
e It promotes accountability and measurable implementation and

e Itindicates a structured approach to addressing the identified challenges.

SIME2 ASSESSMENT 2026/27: BERGRIVIER MUNICIPALITY a



The 2026/27 MTREF budget shows that most municipal resources are prioritised toward Strategic Goal 3,
“Sustainable Service Delivery.” An operating budget of R441.973 million-accounting for 61.3 per cent of
the total allocation is dedicated to this goal. Similarly, the largest share of the capital budget, amounting
to R80.564 million (68.9 per cent), is also directed toward Sustainable Service Delivery for the 2026/27
financial year.

The significant allocation toward Sustainable Service Delivery indicates that Bergrivier Municipality is
prioritising essential services such as water, sanitation, electricity, waste management, and infrastructure
maintenance. These are fundamental o improving living conditions and supporting economic activity.

Bergrivier Municipality’s capital investment strategy for the MTREF period demonstrates a clear intention
to improve residents’ quality of life by strengthening basic services and infrastructure. This approach
promotes social development and supports greater economic inclusion, particularly for vulnerable
communities. However, the relatively modest growth in capital funding may need to be reassessed to
ensure that service delivery keeps up with population growth and urban expansion, while also
addressing persistent socio-economic challenges such as unemployment, inequality, and poverty.
Increased and more targeted investment, especially in high-priority areas, could generate stronger long
term social and economic benefits.

3.2.3 Budget Responsiveness to Services, Socio-Economic Environment & Growth
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Water

Budget responsiveness
Municipal challenges/ risks Budget responsiveness to services challenges/risks and the socio-
economic environment
Capital budget responsiveness — current need vs geared for growth

@ Toreduce water Losses e The Municipality’s ageing infrastructure presents substantial
below 12%. challenges and is expected to constrain future development within

e Ageing infrastructure the area. Although the Municipality implemented a programme to
resulting in water Losses install and replace water meters during the 2026/27 financial year,
and disruption in water achieving a meaningful reduction in water losses remains a critical
supply. priority.

e Insufficient budget to @ An operating budget of R47.717 million has been allocated to water
ensure pipe replacement infrastructure for the 2026/27 financial year. This allocation is projected
program is executed as to rise to R51.125 million in 2027/28 and R53.305 million in 2028/29.
should be and to perform Despite these incremental increases, the available funding remains
proper maintenance. insufficient fo comprehensively address the Municipality’s substantial

Theft and vandalism. infrastructure challenges.

e In response to the challenges posed by ageing infrastructure, the
Municipality has allocated a total capital expenditure budget of
R29.987 million for water management in the 2026/27 financial year.

performed and disruptions This allocation decreases to R17.171 million in 2027/28, before

to the communities are increasing to R36.124 million in 2028/29.

Limited. e Significant municipal capital expenditure allocations for water include

R9.653 million for water pipe replacement, R4.0 milion for water

renewals, and R3.434 million for pipe replacement in Noordhoek.

Vacancies and unfunded
positions make it difficult to
ensure maintenances is

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

® Budgetary constraints.
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Electricity

Wastewater

Municipal challenges/ risks

Maintenance standards on
networks.

Limited budget to maintain
existing infrastructure to
achieve electricity losses
below 10%.

Theft and vandalism of
networks.

Electricity interruption
Aged infrastructure.

Budget responsiveness

Budget responsiveness to services challenges/risks and the socio-
economic environment

Capital budget responsiveness — current need vs geared for growth

@ According fo the 2025 SEP- LG, nearly all households (99.9%) have
access to electricity for lighting-including supply from generators

@ For the 2026/27 financial year, Bergrivier Municipality has raised its
operafing budget for energy provision by R18.910 million fo
R238.911 million, representing a 7.9% increase from the 2025/26
financial year. This growth surpasses projected inflation rates over the
MTREF period. The adjustment is consistent with the priorities and
challenges identified in both the Annual Report and the IDP. In the
context of persistent energy challenges, the increased allocation
reflects the Municipality’s proactive financial response to addressing
the electricity crisis.

e Inresponse to ageing infrastructure identified as a major challenge,
Bergrivier Municipality has allocated R16.056 milion in capital
expenditure to energy infrastructure, accounting for 28.9% of the total
capital budget for trading services. Significant investments have been
directed toward the energy sector, including R7.356 million for
upgrading RDP houses and, R1.5 milion for the replacement of
Dwarskersbos cable.

@ Further projects scheduled for the outer years of the MTREF period
include electricity infrastructure upgrades, with R6.188 million
allocated for upgrading of the switching station, as well as an
additional R6.310 million set aside for similar improvements.

@ These budget allocations are crucial for addressing the urgent energy
infrastructure challenges facing the Municipality.

Theft and vandalism at the
plants are a major concern.
Velddrif current capacity
exceeds it design and
require upgrading to
sustain the increasing
population.

Ageing of fleet is of a
concern. Maintenance of
vehicles is expensive, and
no backup is in place o
support breakdowns.

Budget constraints

e Wastewater infrastructure across many areas of Bergrivier Municipality
has deteriorated significantly, leading to a noticeable decline in
service quality that adversely affects community well-being and
constrains socio-economic development.

e To tackle persistent wastewater management challenges, Bergrivier
Municipality has increased its operatfing budget from R22.130 million in
2025/26 to R27.269 million in 2026/27, representing a 23.2.% rise. This
increase demonstrates a deliberate financial commitment fo
improving service delivery and reinforcing the resilience of
infrastructure.

® The Municipality has earmarked R8.601 million for wastewater
management infrastructure in the 2026/27 financial year, accounting
for 7.3% of its total trading services budget, in order to address the
pressures created by deteriorating and ageing systems.

e This allocatfion signals a recognition that ageing wastewater
infrastructure poses both economic and social risks. From a public
health perspective, underinvestment in sanitation systems can lead to
water contamination, increased disease burden, and higher
healthcare  costs-disproportionately  affecting lower-income
communities that are more vulnerable to service failures.

e Capital investment includes R3.0 milion for sewerage networks in
Velddrif (Port Owen). For the outer years, the Municipality has
adllocated R3.0 milion and R2.0 milion for sewerage networks in
Velddrif (Port Owen).
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Waste/ Refuse

Housing

Municipal challenges/ risks

Reduction of all types of
refuge.

Recycling programmes

Rehabilitation of closed
waste disposal sites.

Waste to energy programs
Composting.

Processing of clean
building rubble into feasible
projects.

Ageing Fleet needs to be
addressed. Current fleet
under stress due to regular
breakdowns and high
maintenance costs.
Vacancies and unfunded
positions make service
delivery difficult.

Budget constraints fo
upgrade facilities and fleet,
as well as the closure &
rehabilitation of the old
landfill sites.

Budget responsiveness

Budget responsiveness to services challenges/risks and the socio-
economic environment

Capital budget responsiveness — current need vs geared for growth

® According fo the 2025 SEP-LG, 86.9% of households in the municipal
area have access to refuse removal services, indicating that a
notable proportion of residents remain without consistent service
coverage.

e Waste management is prioritised in the operating budget, receiving
the second-largest allocafion of Ré3.625 million in the 2026/27
financial year, with planned increases over the MTREF period to
R67.282 million in 2027/28 and R71.266 million in 2028/29.

e Despite this operational emphasis, waste management infrastructure
receives the smallest share of the trading services capital budget,
amounting to R758,000 in 2026/27.

e The capital budget provides R500,000 for landfill site fencing in the
2026/27 financial year, alongside R800,000 allocated annually in the
subsequent outer MTREF years for solid waste removal and associated
initiatives. These investments are intended to reduce current service
backlogs, especially for households that do not yet receive formal
refuse collection.

Insufficient bulk
infrastructure services in
major towns.

Shortage of available land.
High cost associated with
upgrading existing
infrastructure.

Slow implementation
process for housing projects
Difficulty in managing
escalating housing needs.
Inadequate human
resources in the Housing
Department.

® According fo the 2025 SEP-LG, 79% of households in the municipal
area live in formal brick dwellings, reflecting relatively sfrong access to
formal housing compared to many other municipalities in South
Africa. This indicates progress toward achieving the constitutional
objective of adequate housing and highlights the impact of sustained
municipal and provincial housing initiatives over time. Nevertheless,
there remains a continuing demand for housing across the entire
municipal area.

@ Bergrivier has allocated R4.925 million in operating expenditure for
housing in the 2026/27 financial year. The Bergrivier Municipality has
recognised the substantial housing demands and challenges within its
jurisdiction.
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Capital budget responsiveness — current need vs geared for growth

e The upgrading of all gravel In line with Strategic Goal 3 (SG3) on "Sustainable Service Delivery,”
roads to paved/hardened both the Bergrivier community and the Municipality have identified a
standard, especially in the number of urgent priorities concerning road fransport infrastructure.
smaller fowns. In the 2026/27 financial year, the Bergrivier Municipality has allocated
@ Replacement of ageing R23.980 million in capital expenditure for road transport infrastructure.
fleet This represents a significant increase of R20.006 million compared to
e Maintenance and the 2025/26 capital allocation of R3.974 million.
[ upgrades of main roads. Road infrastructure plays a critical role in enabling economic activity.
..3 e Ageing internal road The notable increase in funding is expected to enhance connectivity,
2 networks need attention. reduce transport inefficiencies, and support key sectors such as
& . . .
_E_ e Budgetary constraints with ogntc%JbITuTr.e, Tfo.urlsm, o(;wfl SF;’IO“ busmess fdevelopmenT, thereby
€ regards to upgrade of contributing to improved local economic performance.
E internal roads as well as the As part of its capital expenditure on road transport, the Municipality
o replacement of outdated has allocated R 12.0 million for the construction of roads, R7.1 million
c . . .
S fleet for remedial work on roads and R2.8 million for the construction of
w .
e Vacancies and unfunded streefs.
positions make it difficult to For the outer years of the MTREF period, the Municipality has allocated
perform any preventative R8.0 million to rebuild Kerklaan street and R2.3 million in each year for
maintenance. sewerage network improvements.
Investment in integrated road infrastructure, including paving,
resurfacing, and stormwater drainage systems, has the potential fo
substantially enhance traffic efficiency, improve road safety, and
strengthen resilience against climate-related risks such as flooding.
3.3 Revenue and Expenditure Analysis and Risks
3.3.1 Budget Overview
Table 3 Budget overview for the 2026/27 MTREF Budget
Bergrivier MEDIUM TERM REVENUE & EXPENDITURE FRAMEWORK
Description 2026/27 2026/27 2027/28 2027/28 2028/29 2028/29
Budget Year Treasury Treasury Treasury
Ritiosand +0 Calculation ELCEEHECE Calculation EUCGERIESEZ Calculation
Total Operating Revenue (excluding capital 713 686 711301 736 502 734057 799 498 796 975
transfers and confributions)
Total Operating Expenditure 720 889 708 748 767 262 754 461 838 475 824 962
surplus/(Deficit) (7 203) 2553 (30 760) (20 404) (38 976) (27 986)
Non Cash ltems
Depreciation & asset impairment 33316 33316 35780 35780 38 244 38 246
A4: Total Operating Budget Restated Result 26113 35 869 5020 15376 (730) 10 260
A5: Total Capital Expenditure 116 943 116 943 104 234 104234 89 334 89334
Funded by:
Transfers recognised - capital 32830 32830 21572 21572 21970 21970
Borrowing 35100 35100 31964 31964 18200 18200
Internally generated funds 49012 49012 50 698 50 698 49 165 49 165
A7 - Cash/cash equivalents at the year end: 169 784 160 555 98 134 125 261 31243 89 794
A8 - Surplus / (shorifall) after application of cash 99 558 87055 48070 41862 5895 5765
and investments (5 895) (5765)
BUDGET FUNDING POSITION FUNDED FUNDED FUNDED FUNDED _

Source: Al schedules, NT funding tool, ORGB data strings.

@ mSCOA data strings are the primary source for the data to prepare this report. The report’'s quality is
determined by the credibility of the information obtained from the report submitted by the Municipality.
There are discrepancies between the mSCOA data strings (particularly for Budgeted Financial Position



(fable A6) and Budgeted Cash Flows (table A7)) and the Al-Schedules presented to the Council on
31 March 2026. The A1-Schedule tabled to council has a funded position for the entire 2026/27 MTREF
period, whereas the mSCOA data strings submitted to National Treasury indicates an unfunded budget
for 2028/29 financial year.

The mSCOA roadmap, together with the draft budget documents, outlines key milestones, these
milestones need to be reviewed as the due date still refer to “feedback at the next meeting in
October 2025”". It is recommended that the Municipality should prioritise resolving accounting
movements that are not populating in the contra accounts automatically. The data discrepancies
means that credibility of the budget is questionable, but given the mSCOA roadmap, this remains a work
in progress.

As per the budget funding tool assessment, analysis of cash-backed reserves/accumulated surplus
reconciliation (table A8) indicates a year-on-year decline in the surplus cash held over the MTREF,
culminating in a deficit in 2028/29. This is a concerning sign that may undermine the Municipality’s ability
to maintain a sound financial position and long-term sustainability. The implementation of strategy
focusing on revenue, expenditure, and reserves is essential to sustain fiscal health and uphold budget
credibility.

The municipal tabled budget presents an operating deficit budget for the 2026/27 MTREF budget,
whereas the Treasury recalculation indicates a surplus in 2026/27, which fransitions into a deficit over the
two outer MTREF years. Although non-cash items such as depreciation may contribute to the operating
deficit, the Municipality is reminded of the guidance in MFMA Circular No. 115, which emphasizes that
depreciation and other non-cash items must be adequately funded through operational revenue, and
that failure to do so undermines the long term financial sustainability of the Municipality. Ensuring proper
funding of depreciation will enable the Municipality to build sufficient surpluses that should be allocated
to cash-backed reserves.

The absence of operating surplus has a direct impact on the cash generation capacity of the
Municipality and is the single biggest contributing factor to unfunded budget. Embedding the Long Term
Financial Plan in the planning, implementation and management of the organisation will be critical to
achieving these objectives. Emphasizing that unless overall expenditure is further reduced and revenue
enhanced in the short and medium term, the Municipality will not be in a position to rely on its own
revenue sources for capital funding.

A frend analysis of the average collection rate over the past two audited years shows a consistent
performance of 95 per cent, aligning with National Treasury’s norm. However, as at the end of
February 2026, the collection rate stands at 91.5 per cent, with debtors over 90 days category contfinue
to be the largest contributor, making up 62.5 per cent of the total outstanding debtors of R131.81 million.
The Municipality is encouraged to persist with the implementation of stricter credit control policies and
to fully operationalise the revenue strategy outlined in the draft budget document.

The Budgeted Financial Performance data strings for February 2026 debtors report indicate bad debt
write-offs. However, the data strings lack the accounting tfreatment for impairment reversal. Prior to
GRAP, municipalities would reduce the debtor's account and subsequently reduce the impairment loss
when an irecoverable debfts write-off takes place. The draft 2026 MTREF budget also does not reflect
the reversal of impairment loss. The Municipality is encouraged to review the accuracy of the debt
impairment calculation, ensuring that non-payment provision is recognised as impairment losses and
when an irrecoverable debt written off has been planned, the provision for reversal of impairment must
be created.

The projected tariff increases for service charges exceed the CPI inflation rate for 2026/27 and are
expected to result in a surplus. This approach, as outlined in the tabled budget document, reflects the
Municipality’s commitment to fransitioning foward cost-reflective tariffs in line with the Municipal Cost
Reflective Study. As these adjustments are phased in, it will be important to ensure that affordability



considerations and service delivery sustainability remain central to the process. Transparent
communication with stakeholders regarding the rationale and expected outcomes of these increases
will also support effective implementation.

The Municipality is encouraged to complete the Cost Reflective Tariff Tool before finalising the
2026/27 budgeft, asrequired by MFMA Circular MFMA Circulars no. (122(5.2), 129(3.3) and 123(3.3)). Using
the latest format of the Cost Reflective Tariff Tool, will enhance the Municipality’s current cost reflective
study by providing a clearer understanding of the tariffs structure and future adjustments for all the
service charges. Once completed, the Cost Reflective Tariff Tool must be uploaded on the GoMuni
Upload Portal.

Addifionally, the Municipality is reminded to comply with MFMA Circular No. 130, item 6.1, by annually
uploading Revenue Management-related documents to the GoMuni Upload Portal, following the
Document Submission Checklist outlined in Annexure C.

The Municipality’s capital expenditure strategy for the 2026/27 reflects a decreasing reliance on external
funding, as capital budget (R116.94 million) is expected to be primarily funded through internally
generated funds (41.9 per cent) and borrowings (30 per cent). Potentially enhancing the Municipality's
financial stability and enabling greater investment in capital projects for improved service delivery. The
Municipality is encouraged to sustain a healthy CRR to meet infrastructure demands and mitigate the
impact on future operating budgets, while carefully considering long term sustainability.

The Municipality plans to invest in infrastructure projects by taking on additional borrowing, as indicated
on table A5, to the amount of R85.26 million over 2026/27 MTREF period, indicate a commitment to long
term development. Despite new loans being secured over the past three years, the Municipality’s
gearing rafio remains at 10.9 per cent, which represents a low proportion of debt to operational
revenue. However, it is important to carefully evaluate this within the Municipality’s cash flow
requirements to ensure financial sustainability, as the borrowing rate might be favourable but the
repayment terms might be a challenge as the signs of lower collection rate than normal are projected.
Additionally, before taking on further debtf, the Municipality should assess the impact of unspent
borrowings on consumers, as repayment costs play a critical role in tariff-setting decisions.

The Municipality's A1-Schedule, along with Treasury calculations, projects positive cash equivalents over
the 2026/27 MTREF period, demonstrating that it has adequate cash resources to meet its monthly fixed
operating commitments from cash. However, these cash equivalents decline progressively across the
MTREF, signalling potential liquidity pressures in the outer years. Provincial Treasury acknowledges the
Municipality’s continued commitment to the revenue enhancement strategy and cash flow
management strategy. As these efforts progress, ensuring effective staffing in key financial management
sections will be critical to maintaining long term fiscal resilience and operational efficiency.

The Municipality reported an increasing year-on-year positive cash and cash equivalents balance over
the MTREF period of R169.78 million in 2026/27, R98.13 million in 2027/28, and R31.32 million in 2028/29,
respectively. The budgeted financial position in Table Aé analysis, projects that the Municipality will
realise a positive working capital over the MTREF period, indicating that the Municipality will have
sufficient funds to meet its short-term liabilities, and will be able to sustain its financial health position.

The Municipality has demonstrated that it maintains sufficient cash resources to meet its monthly fixed
operating obligations from available cash and investments. In this regard, due consideration has been
given to the necessary commitments against the reported cash and investment balances reflected in
Table A8. However, the Municipality is cautioned that any omissions or failure to account for committed
expenditures may result in a distorted representation of the net surplus cash position. It is therefore criticall
that all commitments are accurately reflected in order to ensure a frue and reliable view of the
Municipality’s actual cash position.



The Municipality projects a gradual decline in its liquidity ratio over the MTREF period, from 1.9:1in 2026/27
fo 1.4:1in 2027/28, and further to 1.0:1 in 2028/29. Despite this downward frend, the Municipality expects
to retain sufficient financial capacity to meet its short-term obligations as they fall due. Overall, the
reported liguidity ratios remain within acceptable levels and are aligned with the National Treasury
benchmark of af least 1:1, indicating no immediate liquidity risk over the MTREF period.

The Municipality projects a cost coverage ratio of 3 months in 2026/27, 2 months in 2027/28 and 1 month
in 2028/29 over the MTREF period, demonstrating that the Municipality has adequate cash resources to
meet its monthly fixed operating commitments from available cash without collecting any additional
revenue. The anficipated cash coverage rafio is above the NT acceptable norm of between
1 =3 months.

Property rates of R133.03 million are reported in the 2026/27 budgeted monthly cash flow statement
(SA30), compared to R713.68 million in the budgeted financial performance (A4), reflecting a 19.0 per
cent collection rate, which is realistic. While service charges of R133.03 million are reported, compared
to R358.91 million in the budgeted financial performance (A4), reflecting a 37 per cent collection rate
and is realistic. While this may improve short-term cash flow, it is important to evaluate the sustainability
of these collections to ensure it does not distort the Municipality’s financial position.

The Municipality plans to fund capital expenditure from borrowings as indicated on the A5 to the amount
of R35.100 million in 2026/27, R31.96 million 2027/28, and R18.20 million in 2028/29 MTREF years.

The gearing/debt ratio is projected to fluctuate over the MTREF years from 25.0 percent (2026/27), 27 per
cent (2027/28) to 25 per cent (2027/28) over the MTREF period and reported that the Municipality has
the capacity to take on additional increased funding from borrowings. Also, it indicates that the
Municipality still has the capacity to increase funding from borrowings. However, this should be
considered within the cash flow requirements of the Municipality. The ratio is within the National Treasury
norm of 45 per cent.

The Municipality projected a positive closing cash and cash equivalents, which includes repayment
obligations as indicated on the A7 throughout the MTREF. The repayment on borrowings amounts as
indicated for the financial years are R14.40 million, R17.14 million and R21.15 million for 2025/26, 2026/27
and 2027/28, respectively. A net decrease in cash held is projected over the MTREF period. A year-on-
year decrease in the closing cash and cash equivalents is projected over the MTREF budget.

Although the Municipality will generate revenue and cash from its operations to service the projected
additional debt, it should be noted that the Municipality must have considered all the concerning
factors that will have an impact on the Municipality’s cash flow pressure. The Municipality has sufficient
cash fo confribute toward the capital budget.

It should be noted that the Municipality’s tariff structure should be set to include the capital charges of
the debt obligation so that sufficient funds can be generated to meet the repayment obligations.



3.4 Trading Services
3.4.1 Energy Services
3.4.1.1 Energy Services Credibility and Sustainability

Diagram 1  Energy trading service trends
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@ Diagram 1 illustrates that electricity revenue growth over the MTREF is projected to decline, with 8.7 per
centin 2026/27 when compared to the 2025/26 adjusted budget, followed by an 8.4 per cent decrease
over the two MTREF years, primarily driven by the proposed tariff increase of 7.5 per cent in 2026/27.

@ The tabled budget document narrative states that lower revenue growth is expected due to a decrease
in consumer consumption, as municipal customers are becoming more energy-wise and small-scale
embedded generation becomes a reality, impacting negatively on revenue and will put pressure on
the financial performance of the Municipality. However, there is a concern regarding the lack of
provision for consumer consumpftion growth, as evidenced by the absence of data in supporting table
SA9, without such information, it is difficult to ascertain what the consumer consumption growth effect
will be on the revenue growth. It is a reality that new technologies are putting pressure on how
municipalities conduct their business. It is imperative that data analytics is applied, particularly in these
turbulent economic conditions; therefore, the consumer growth data is highly important to the future
revenue forecasting and for risk mitigation.

@ According to the Municipality's draft budget document, electricity tariffs are projected to increase by
an average of 7.5 per centin 2026/27, (subject to NERSA's final approval), compared to a .01 per cent
increase in electricity bulk purchases for the 2026/27 financial year, as approved by NERSA.

@ This proposed ftariff increase is below the provincial average of 9.74 per cent. The municipal budget
report does not reference a Cost of Supply study for this frading service. The conservative tariff increase
appears fo be driven by subdued growth in electricity consumption, exacerbated by sustained tariff
increases over recent years, which have encouraged customers to seek alternative energy sources.

® The Municipality tariff schedule illustrates the Municipality’s approach to recover fixed costs through
fixed tariffs, with the availability fee projected to increase by 15 per cent. While this strengthens revenue
stability and ensures cost recovery for infrastructure readiness, the impact of rising fixed charges may be
detrimental fo consumers, particularly low-usage households.

@ The ftariff structure shows a uniform electricity increase for households and businesses, while this
adjustment appears reasonable in the context of rising input costs, there is no evidence of a recent cost
of supply study to substantiate the tariff structure. Furthermore, the lack of transparency regarding cost
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allocation between customer categories limits the ability to assess the extent of cross-subsidisation and
cost recovery.

Provincial Treasury acknowledges that any tariff methodology may have differing impacts across
households and businesses. Therefore, the Municipality should continuously assess whether the intended
objectives in terms of revenue collection, cost recovery, debtor management, and maintaining tariffs
are fair, equitable, and affordable. In addition, efficiency gains should be explored, especially
considering electricity losses of 11.6 per centin 2024/25, which exceed the accepted norm of 7 to 10 per
cent. Additionally, the Municipality is advised as per MFMA Circular No. 130, item 3.1, to prioritise funds
for a Revenue Protection Unit for Electricity and demonsirate the need in its submission, to assist with
non-technical losses.

In the absence of the National Treasury tariff tool as per MFMA Circular No.134 and no.132, Provincial
Treasury could not assess whether current electricity tariffs cover the full cost of service provision. The
Municipality is required to complete the Cost-Reflective Tariff Tool, as where tariffs are not yet fully cost-
reflective, municipalities must outline a clear and credible path to achieve cost-reflectivity over the
2026/27 MTREF period.

Diagram 1 above indicates the cost of delivering electricity to indigent households is estimated at
R4.33 million in 2026/27 (as reflected in Table A10). Although this remains well below the Local
Government Equitable Share (LGES) allocation of R18.48 million. Given the minimum service level set out
by the national government, the Municipality conforms to the set standards. FBS are allocated based
on the municipal indigent register. The constrained fiscal environment driven by rising food and fuel
prices, inflation, and increasing interest rates continues to impact heavily on disposable household
income. The larger impact on municipal budgets is likely o come from an increase in indigent household
applications, and municipalities should anticipate this frend and make necessary provisions for the cost
in the budget.

As per the supporting table SA30, the Municipality anticipates collecting 101.8 per cent of the billed
electricity revenue. As per the debtor age analysis of February 2026, it shows that electricity constitutes
15.9 per cent of the overall debt, of which 21.8 per cent is within the over 90 days category. According
to the mSCOA data strings analysis, prepaid electricity makes up 57.1 per cent of the total electricity
revenue. Section 17(1)(b) of the MFMA highlights the importance of basing revenue projections on
credible and achievable estimates to ensure sound financial management. Therefore, when preparing
the final budget for approval, the Municipality should review previous financial statements, historical
trends, economic indicators, and population growth projections to enhance the accuracy of revenue
forecasts.

According to the mSCOA data strings analysis for the TABB, the electricity revenue table in A4 does not
reconcile with the billings table Aé. Further issues also include, but is not limited to, incorrect funding
segments and function segments for biling for electricity, and also incorrect function usage for
receipting of electricity. Further breakdown of these errors will be communicated with the Municipality.

Policy Implications: Electricity Regulation Reform

South Africa’s evolving electricity sector, particularly under the Electricity Regulation Amendment Act,
infroduces significant reforms, including:

e Establishment of a competitive electricity market.

¢ Separation of generation, tfransmission, and distribution functions.
e Increased role for independent power producers (IPPs).

e Enhanced regulatory oversight of tariffs.

The proposed electricity tariff adjustments must then be considered within this changing policy
environment. Municipalities will be required to align tariffs more closely with actual cost structures,



particularly in distribution, meaning the NT cost reflective tariffs tool and accurate cost of supply data
becomes essential for tariff setting and regulatory compliance. Increased market fransparency will limit
the ability for municipalities to cross-subsidise between customer categories without clear justification.
Increased competition and customer choice, large customers may seek alternative electricity suppliers,
reducing municipal revenue if tariffs are not competitive. Posing a significant risk o municipal electricity
revenue, which is a key source of cross subsidisation for other trading services, may decline over time.

3.4.2 Water Services

3.4.2.1 Water Services Credibility and Sustainability

Diagram 2  Water trading service trends
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Diagram 2 indicates that water revenue growth remains positive over the 2026/27 MTREF, with significant
projected growth of 12.5 per cent in 2026/27, when compared to 2.9 per cent in 2025/26. Followed by
9.2 per cent and 9.1 per cent respectively over the two outer years. Primarily driven by the proposed
tariff increase of water consumption (average): varies between 3.7 per cent and 6 per cent and water
(basic): 15per cent for residential and between 33.8 and 233.3per cent for (basic)
Commercial/Industrial/Institutional.

A 15 per centincrease in water tariff is proposed by the Municipality for the 2026 MTREF; the tariff increase
is above the inflation benchmark of 3.7 per cent and above the provincial average, which is 6.05 per
cent.

The Municipality 2026 tariff schedule illustrates the comprehensive tariff restructuring that has been
proposed to be implemented from 1 July 2026, which aligns with the cost reflective study. The tariff
increases illustrate the Municipality's approach to recover fixed costs from fixed tariffs while offsefting the
new fees through greater relief on the volumetric charges.

The impact on Commercial/Industrial/Institutional users in the lower usage brackets (7 — 20 kilolitres) is
estimated to decrease by 26.1 per cent and 11.9 per cent for the (21 — 50 kilolitres), respectively. In
contrast, the Commercial/Industrial/Institutional users will experience a significant increase in the basic
charges of between 33.8 per cent and 233.3 per cent. The Municipality’s tariff restructuring strengthens
fiscal sustainability by shifting cost recovery to fixed charges while easing volumetric tariffs. However, the
sharp increases in basic charges pose affordability risks for smaller commercial and institutional users.
Basic charges must be transparent justification to avoid disputes or resistance from stakeholders.

Despite the Municipality's ongoing narrative regarding its fransition toward cost-reflective tariffs, as
mentioned above under “4.2.1.1. Energy Services Credibility and Sustainability” the absence of the
National Treasury cost-reflective tool for the 2026/27 MTREF, means that Provincial Treasury could not
assess whether current water tariffs cover the full cost of service provision. Furthermore, the analysis of



revenue growth is constrained by the fact that supporting Table SA? in the Municipality’s data strings is
incomplete.

The Municipality continues to face significant pressure from ageing infrastructure, recurring pipe bursts,
and technical losses, which contribute to excessive maintenance and overtime costs. This is reflected in
water losses increasing from 12.1 per cent in 2023/24 to 16.6 per centin 2024/25. While this remains within
the National Treasury norm, the upward frend is concerning. While the 2026/27 MTREF provides for the
replacement of critical network components and the upgrading of smart metering equipment, the
effectiveness of these interventions in reducing non-revenue water will be a key determinant of the
service's future financial sustainability. The Municipality is commended for having a clause within the
Debt Collection and Credit Policy, as guided in MFMA Circular No.123, to use the restriction of supply of
both water and electricity services as a collection tool.

The Municipality will receive R26.62 million from the basic component of the LGES for the free basic water
services in 2026/27. While the A1 Schedule support schedule SAT, estimates the cost at R4.82 million for
2026/27. The Municipality should review the indigent register to ensure there’s full accountability, given
the absence of number of households receiving free basic service within the supporting table A10. While
LGES funding provides stability, shiffing economic and demographic trends will require municipalities to
remain adaptive and financially resilient to sustain services without compromising quality.

As per the supporting table SA30 the Municipality anticipate collecting 91.3 per cent of the billed water
revenue. However, as per the debtfor age analysis of February 2026, it shows that water constitutes
15.9 per cent of the overall debt, which 53.3 per cent is within the over 90 days category. Given the tariff
restructuring, strengthening debtor management and monitoring affordability will be critical to
maintaining revenue stability and encouraging prompt payment for services.

According fo the TABB data string the billings on table A6 do not reconcile with the collections on A7.
The Municipality did not make provision for output VAT on the service charge. Movement accounting
continues to be a challenge, and it is not applied correctly on the Cé and C7. The Municipality needs
to correct this position with the final budget.

Water Sector Reform: National Water Amendment Bill

The National Water Amendment Bill infroduces significant reforms aimed at strengthening water
resource management, institutional arrangements, and financial sustainability within the water sector.

Key policy objectives are to strengthen water resource management Institutions by enhancing the role
of Catchment Management Agencies (CMAs) and oversight of water allocation and usage. More
emphasis on cost recovery and efficient pricing, and alignment of tariffs with the actual cost of supply
and infrastructure maintenance. Stronger compliance requirements for water service authorities
including municipalities, and Improved monitoring of financial and operational performance. Focusing
on Water Security and Demand Management, incentivising efficient water use through pricing
mechanisms and addressing non-revenue water and infrastructure losses.



3.4.3 Wastewater Services

3.4.3.1 Wastewater Services Credibility and Sustainability

Diagram 3 Wastewater trading service trends
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@ Diagram 3 indicates that wastewater revenue growth remains positive over the 2026/27 MTREF, with a

projected growth of 7.3 per centin 2026/27, compared to 3.2 per centin 2025/26. Followed by consistent
7.5 per cent respectively over the two outer years, which exceeds the proposed wastewater service
tariff increase of 4.75 per cent. The proposed tariff increase is above the inflation benchmark of 3.7 per
cent but remains below the provincial average of 4.98 per cent.

The tariff structure for residential sanitation tariffs consists primarily of fixed monthly charges per erf or
dwelling unit, with an overall increase of approximately 4.75 per cent. Commercial sanitation tariffs
reflect a significant increase of approximately 57 per cent in usage charges per business unit. This sharp
increase raises concerns regarding fariff stability and affordability for businesses. It suggests either
historical underpricing or a sudden adjustment toward cost recovery, but no supporting cost analysis is
provided to justify the magnitude of the increase.

The tariff increase exceeds inflationary projections, reflecting input cost assumptions tied to service
delivery and customer demand. Provincial Treasury acknowledges the draft budget’s reasons provided
that a cost reflective tariff study determined the baseline and the impact that electricity cost contribute
to wastewater tfreatment input costs. However, tariff increases that outpace the inflation rate could
potentially burden consumers with higher costs for basic services. Addressing this disparity in revenue
and expenditure growth while ensuring tariff adjustments remain equitable and affordable for residents
will be crifical for the Municipality to navigate its wastewater service effectively and sustainably.

The table above indicates that the Municipality will receive R15.92 million from the basic component of
the LGES for the provision of free basic wastewater services. According to support schedule SA1, the
cost of free basic wastewater services is R7.08 million in 2026/27. Continuous collaboration and targeted
interventions with stakeholders are essential to resolving disparities in indigent household distribution,
reducing financial strain, and ensuring equitable service delivery while maintaining fiscal responsibility.



3.4.4 Waste Removal Services
3.4.4.1 Waste Removal Services Credibility and Sustainability

Diagram 4 Waste removal service trends
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@ Diagram 4 indicates that waste removal revenue growth is projected to increase to 6.5 per cent in
2026/27, following a 4.8 per cent growth in the prior year. Revenue growth is expected to further
strengthen to 7.7 per cent in outer MTREF years respectively, which exceeds National Treasury inflation
benchmarks over the MTREF period.

@ A 4.75per cent increase for waste refusal services tariff is proposed by the Municipality for the
2026 MTREF. This tariff increase is slightly above the inflation (3.7 per cent) and below the provincial
average, which is 6.16 per cent.

@ Residential refuse tariffs include both an availability charge and a removal charge, with the lafter
increasing by approximately 4.75 per cent and the availability charge increasing by 15 per cent. While
the overall structure is consistent with standard practice, the high increase in fixed charges shifts the cost
burden toward households irrespective of waste generation levels. Commercial tariffs are structured on
a volume basis, with charges linked to the number of refuse bags collected per week. This approach is
consistent with cost-reflective principles, as it aligns charges with service usage. However, as with other
services, the absence of cost data limits the ability fo confirm whether tariffs accurately reflect the
underlying cost of waste management.

@ This upward frajectory reflects the Municipality’s continued efforts to improve cost recovery, which is
essential to restore financial viability after years of under-recovery according to the draft budget
document. Similar to other frading services, the Municipality did not submit a National Treasury cost-
reflective tariff tool, limiting Provincial Treasury to verify whether the proposed tariff increases adequately
account for key cost.

@ The cost of Free Basic Sanitation (FBS) for indigent households is projected at R14.43 million for 2026/27,
with gradual growth to R17.20 milion by 2028/29. In comparison, the LGES allocation for waste
management services is R13.34 million in 2026/27, resulting in a shortfall of R1.09 million in the budget
year. While this shortfall is not excessive, it indicates the need for internal cross-subsidisation, which must
be carefully managed to maintain financial sustainability as cost pressures rise or revenue collections
fluctuate.



@ The Municipality anficipate collecting 84.8 per cent of the billed waste services. Debtors age analysis as
at 28 February 2026 shows that waste services constitute the second largest contributor with 19.2 per
cent, with 66.4 per cent over the 90 days category. This aging debt profile raises concerns about cash
flow and revenue reliability. Standard credit control measures should be consistently enforced to
improve payment compliance and reduce the risk of rising bad debt in this critical service area.

3.5 Revenue
3.5.1 Property Rates

Diagram 5 Property rates
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@ Diagram 5Sillustrates that property rates revenue growth is 8.8 per cent in 2026/27, moderating to 6.8 per
cent in 2027/28 before growing slightly to 7.9 per cent in 2028/29. This projected revenue growth is
informed by the proposed tariff increase of 4.7 per cent, projected expansion of the rates base in the
municipal area, and an anticipated growth in the total market value linked to the general valuation roll
that was implemented from 1 July 2023.

® However, it is noted that the supporting tables SA12(a) and 12(b) no changes are projected in the
number of properties. Factoring rates-based expansion into revenue estimates strengthens fiscal
resilience and supports sustainability. However, transparent reporting will be essential to ensure that
projected gains materialize and are equitably applied.

® The statutory R15 000 exemption under the Municipal Property Rates Act (MPRA), combined with
Council’'s additional R30 000 relief, provides important support to households but reduces the
Municipality’s rates base. Careful monitoring of revenue forgone and transparent communication will
be essential to balance affordability with fiscal sustainability.

@ Property rates are the second largest contributor to the source of general revenue, and according to
the budget document narrative cash backing is implemented through the utilisation of a portion of the
revenue generated from property rates to ensure that capital reserves and provisions are cash backed
as required in terms of Section 8 of the MPRA. As of 28 February 2026, property rates debtors are the
largest contributor constituting 32.4 per cent of the total debtors of R131.81 million, with R28.58 million or
67 per cent over 90 days caftegory. The Municipality should confinue addressing growing debt and
arrear debft, to ensure outstanding debtors are converted into cash, securing the financial resources to
maintain long term financial sustainability.

® The projected interest revenue has not been unbundled in accordance with the mSCOA chart of
accounts, despite available sub-itfems that enable more accurate reporting and classification. These
discrepancies suggest weaknesses in data integration across systems and highlight the need for more



rigorous infernal reconciliation processes. Furthermore, there is a risk that fransactions may be lumped
under a single rates category, contrary to mSCOA reporting principles, which can obscure the
transparency and fraceability of financial data. The Municipality is encouraged to investigate the root
causes of reconciliation variances and implement corrective actions to ensure improved billing
completeness and financial reporting credibility.

3.5.2 The Property Value Chain

@ The Municipality’'s main asset is its property. Its main source of income is derived from charging for
property rates. It is essential that municipalities reconcile their most recent consolidated valuation roll
data to that of the current billing system data to ensure that revenue anticipated from property rates is
redalistic. In addition, MFMA Circular No.129 requires that the standardised billing report have the required
specifics on the municipal financial system, to be able to report the minimum billing report requirements.

@ Municipalities should implement a data management strategy and develop internal capacity to
perform these reconciliations and investigations to improve completeness of billing. Diagramé below
highlights the key inputs info the Property Value Chain to realise maximum revenue from property rates.

Diagram 6 Property Value Chain

PROPERTY VALUE CHAIN
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In accordance with MFMA Circulars No. 93 and 129, the Municipality is reminded to submit the quarterly
reconciliation of Valuation Roll and Part A register of the billing system to the National Treasury no later
than the first working day after quarter-end. Any noted variances must be accompanied by a detailed
action plan. The Valuation Roll Reconciliation Tool template must be uploaded to the GoMuni Upload
Portal.

3.5.3 Other Revenue Risks

@ Transfers recognised - Operational confributes 14.01 per cent of 2026/27 total revenue of R713.69 million,
which is the third largest contributor, indicating a limited dependence reliance on grant funding to
sustain its operations. The fluctuations observed is linked to the Human Settlements Development Grant,
highlighting the Municipality’s exposure to conditional and project-based funding, which is not within
their direct confrol.

@ As per supporting table SA18, recognised fransfers align with table A4. The Municipality is commended
for this alignment. However, it was noted in supporting table SA20 that historically the Municipality
recorded underspending of grants therefore in view of fiscal constraints to persist over the MTREF the
Municipality is hereby urged to put controls or measures in place to fully spend grant allocations to avoid
retention of grant monies.

@ Fines and Penalties amount to R23.20 million for 2026/27, which indicates a revenue growth of 1.7 per
cent from 2025/26 financial year. This revenue growth is projected to fluctuate across the two outer
MTREF years. An average collection rate of 27.7 for the past three audited years has been reported, and
based on the projected collections on SA30, the collection rate is projected to decline to an average
of 18.31 per cent over the MTREF period.
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® The anticipated implementation of AARTO infroduces additional uncertainty regarding the future
administration, collectability and possible revenue-sharing of traffic fines; however, the Municipality's
declining projected collection rate for fines and penalties appears to be combination of historically slow
collection performance and the absence of a credible enforcement and recovery strategy, together
with possible impact of AARTO. Municipalities are encouraged to monitor further guidance from national
departments and regulatory authorities, and to ensure that their budgetfing and planning processes
remain responsive to developments relating to AARTO implementation.

3.54 Government Debt Management

Treasury Circular Mun 10 of 2024 WCPT intfroduced a revised debt template and dashboard for Municipalities
to frack ageing debt per department. Together with the unbundling of government debtors, the template
links municipalrecords to department asset registers and the MFMA s71 Age Analysis of Debtors (AD) mSCOA
code.

There are still some challenges with the full implementation of the template, including specification of
ownership of Erf's. Given these challenges WCPT would like to encourage the Municipality to fully utilise the
Government Debt Dashboard by implementing the following steps:

@ Implement a focused monitoring system, using the debt dashboard to track ageing of debt for each
department responsible, and the payment history.

DEBT DASH BOARD Reporting Month: February
[onsiAccouns N AcccountNo|  Debi>30| | 1otal number of accounts Debt 60-90 Days R'000 Debt >90 Days R'000 Total debt value R'000
1 |National: Public Works 3678642 R1 582 165
2 Provincial: Public Works, Roads and 34296 R1028 957
Transport
3 |National: Public Works 63441 R661 104
4 |Provincial: Other Departments 118370 R471 154 256 R9 576 R1 3 033
5 |Provincial: Other Department; 272646 R465 091
0-30 Days 3060 Days  60-90 Days > 90 Days RATES 30,05 30250,D2Y W 50:50,D0YS 290, DIYE, services
2%
2% 7% .
Ve
23% Values 9% o
W 0-30 D
\ ® 0-30 Days 3% ays
— m 30-
= 30-60 Days 30-60 Days
1 60-90 Days M 60-90 Days
W > 90 Days M >90 Days
73%

TOTAL DEBT PER DEPARTMENT (SCHEDULE)
Ré 000 000 R5 663 552
R5 000 000
R4 000 000
R3 000 000
R2 527 482
R2 000 000
R1 000 000
R251 983 R223 07¢
RO |
National: Public Works Provincial: Public Works, Roads Provincial: Education Provincial: Health Provincial: Other Departments
and Transport
= National: Public Works m Provincial: Public Works, Roads and Transport = Provincial: Education m Provincial: Health m Provincial: Other Departments
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The Government Debt Dashboard displays the “top 5 accounts”, for the over 90 days age category. The
respective sector departments will be required to provide feedback/comments on the "top 5 accounts” on
a monthly basis. The Municipality should therefore ensure that the “Municipal Comments” column is as
detailed as possible (per guidance below) to enable constructive responses from departments.

@ Data-cleansing exercise: The purpose of asset verification process is to equip municipalities with the tools
to correctly identify property ownership and ensure that invoices are directed to the appropriate
department for payment. WCPT acts as a mediator in cases where properties are missing from the asset
register, or where devolution/ transfers have occurred, but ownership was not properly recorded at the
Deeds Office. However, this requires the municipality to actively undertake the data-cleansing exercise.
In many cases this exercise provides sufficient information for the municipality to update its billing records
with the correct department, thereby resolving the issue. Where WCPT's mediation is needed,
municipalities should provide as much detail as possible in “Municipal Comments”, including:

o Verify if the erf/property of the accounts is on any of the departmental asset registers.
¢ who is utilising the property? is it a multi-use property?
e isit a vacant erf orisits undeveloped property?2

e which department made the last payment?

The details of the Municipality’s monthly Government Debt schedule show that the Municipality has not
yet fully utilised the provincial asset register data, as there are still misalignments between municipal and
departmental records for some properties (as identified by erf numbers).

@ Regular Reconciliation: Furthermore, the monthly dashboard assists with credible data reporting to alll
spheres of government, via the comparison between National Treasury Age Analysis of Debtors (AD) for
“Organ of State debt” and the Provincial Treasury Govt Debt Schedules.

Comparison Matrix

PT Gov Debt Schedule
1 NTS571 Total

R12 902 035.00 R13 032 4608.51 R12 80000000 R1Z2850000.00 RIZ900000.00 R12%50000.00 RI13000000.00 R13050000.00

The table above compares data for February 2026, highlighting the discrepancy between the National
Treasury Age Analysis of Debtors (AD) return and the Govt Debtor Schedules reported to WCPT. This lack of
consistency in reporting creates challenges for effective debt management and recovery.

To address this, the Municipality needs to investigate and reconcile the differences in the detailed
comparison matrix below. By completing the asset verifications process (discussed above) the Municipality
can confirm that all the properties are reported under the correct department. WCPT created new
departmental sheets in line with the National Treasury Age Analysis of Debtors (AD) return on the Govt Debt
Schedule to further assist the Municipality with this process.



Table 4 Comparison Matrix: Debt Schedule

Comparison Mafrix between MFMA s71 (DB) and PT Government Debt Schedule

Municipality Customer Group

Bergrivier National: Agriculture, Forestry and Fisheries

National: Public Works

Provincial: Housing and Local Government
Provincial: Agriculture

Provincial: Education

Provincial: Health

Provincial: Other Departments

Provincial: Social Dev elopment

Public Institutions: M ajor Public Entities

TOTAL

Provincial: Public Works, Roads and Transport

National: Rural Dev elopment and Land Reform

MEMA s71 Total PTSS:;B; bt
298 949
7017 884 5663 552
217 309 4366516
227 227 -
132578
494 301 251 983
222 652 223 076
2527 482
1485 269 -
2805 823
43
| 12 902 035 | 13 032 609

Given that the national Department of Public Works and Infrastructure has devolved all their tenants/client
departments to pay all their service accounts (effective April 2026), WCPT will within the next two to three
months create new sheets within the Govt Debt Schedule to reflect the devolution process. The Municipality
need to ensure that invoices are forward to the correct department to ensure payment.

@ Structured Engagement: WCPT aims to have quarterly intergovernmental meetings (municipality-
provincial/ national departments) from July 2026, to have a collaborative platform for addressing
municipal debt, leveraging the strengths and opportunities available, and ensuring that government
departments meet their obligations to municipalities in a fimely and fransparent manner.

@ Provincial Treasury is committed to working together to resolve outstanding amounts owed to

municipality.
3.6 OPERATING EXPENDITURE

Diagram 7 Operating expenditure trends
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The operating expenditure budget for 2026/27 amounts fo R720.89 million and is projected to increase
by 7.9 per cent when compared to 2025/26 adjusted budget of R668.33 million. Diagram? illustrates that
in 2026/27, average operating revenue budget growth amounts to 7.3 per cent, which is below the
average operating expenditure budget growth of 7.9 per cent. The Treasury calculations using the
budget funding tool, indicates that this difference remains sufficient fo generate a surplus operating
budget for 2026/27, which reduce to a deficit operating budget over the two outer MTREF years. The
Municipality should continue with its aggressive revenue management framework to increase cash
inflows and align expenditure strategies with sustainable long term financial plans to avoid fiscal strain in
future MTREF cycles.

The primary cost drivers of the operating expenditure budget in 2026/27 are costs related to employment
(33.1 per cent) and bulk purchases (28 per cent). These projections remain relatively consistent across
the outer years of the 2026/27 MTREF.

Bulk purchases of electricity are budgeted at R201.58 million for the 2026/27, reflecting a 6.9 per cent
increase from the previous year, while the approved NERSA tariff increase for the same period is 9.01 per
cent. The growing demand for electricity, coupled with Eskom'’s tariff hikes and the Municipality's
dependency on Eskom, continues to exert significant pressure on the budget. The Municipality must
continue to focus on managing these costs through investments in infrastructure and enhanced loss
prevention efforts, all of which are vital for maintaining long term financial sustainability in electricity
provision.

From the mSCOA segment analysis, it was identified that there are missing credit entries for bulk
electricity purchases and VAT has not been applied or budgeted for. Corrective action in the final
budget is essential to ensure fiscal credibility and compliance.

The provision for debt impairment was determined based on an annual collection rate of 95 per cent
according to the tabled budget document narrative. The calculation in the NT funding tool was based
on the audited collection rate of the previous financial year which equates also to average of 95 per
cent for service charges and property rates.

Debt Impairment is budgeted at R50.64 million in 2026/27, representing 7 per cent of total operating
expenditure and projected to grow at an average of 6.2 per cent over the MTREF. As of 28 February
2026, total outstanding debt amounts to R131.81 million, of which 62.5 per cent is outstanding for more
than 90 days. Households are the largest conftributor with 65.4 per cent. The Municipality to intensify
arrears management and strengthen enforcement, as this will protect liquidity, improve budget
credibility, and sustain service delivery.

Furthermore, because AARTO infroduces uncertainty in fines administration and collectability, the
Municipality should review the debt impairment budget for 2026/27, to using scenario planning to ensure
fiscal credibility and resilience.

Debt impairment is made up of two parts, one of which is the recognised impairment loss and reversal
of impairment loss. If the Municipality estimates a collection rate of 95 per cent, then the remaining 5 per
cent must be provided as an impairment loss under the debt impairment as that portion constitute non-
payment provision. The second component is the accounting forimpairment reversal, which was missing
from the data strings. Prior fo GRAP, municipalities would reduce the debtor's account and subsequently
reduce the impairment loss when Irrecoverable debts written off has been anticipated. The same finding
was raised in the previous SIME report, yet persists in 2026/27, indicating a recurring compliance issue.

The 2026/27 data strings for Funding Tool Summary (table A4) indicate that the Municipality has not
included the reversal of impairment loss on their data strings. The high arrear debtors raise concerns in
the Municipality's financial landscape. The Municipality is encouraged fo review the accuracy of the
debtimpairment calculation for 2026/27 MTREF, ensuring that the non-payment provision be recognised
as impairment loss. When planning to write off irecoverable debts, a corresponding provision for the



reversal of impairment should be created. This reversal amount would not necessarily be the same as
the Irrecoverable debts written off but must see the reasonable amount being reversed when a write off
is planned.

@ It's notedis further noted that Output VAT provision is not accounted for, which confradicts guidance in
mSCOA Circular No. 12. As outlined in the circular, municipalities must account for both the impairment
expense and the VAT portion when providing for doubtful debts. The omission may understate both the
liability and expense recognition, impacting the integrity of budget assumptions. It isrecommended that
the Municipality revisits its VAT treatment on impaired receivables to align with mSCOA and ensure
completeness in the budget.

@ Coniracted services are budgeted at R53.68 million in 2026/27, reflecting decline of 3 per cent from the
2025/26 adjusted budget. This continues a broader downward trend, from R122.98 million in 2024/25 to
R55.33 million in 2025/26. Expenditure is expected to peak at R73.87 million in 2028/29, indicating the
anficipated conclusion and start of certain project-related activities. While this growth supports service
delivery capacity through external support, it underscores the importance of disciplined contract
management, rigorous performance monitoring, and ongoing evaluation of cost-effectiveness to
maintain financial sustainability and operational efficiency.

® Operational Costs account for 8.1 per cent of the 2025/26 draft operating expenditure budget.
Diagram? llustrates projected expenditure MTREF growth fo increase with 4 per cent, with 2026/27
projected to only increase with 0.8 per cent and 2027/28 to increase with 4 per cent. I's important to
recognise that while certain expenditures may increase due to unavoidable factors such as regulatory
requirements or infrastructure projects, the Municipality's commitment fo cost containment
demonstrates a responsible approach to financial management.

@ Itisimperative for the Municipality to continue monitoring expenditure closely and exploring additional
avenues for achieving cost savings and efficiencies. This could involve further scrutiny of expenditure
items, identifying areas for optimisation, and seeking opportunities for streamlining processes and
operations. As rising input costs-driven in part by global supply chain disruptions and imported inflation-
are expected to place upward pressure on materials such as bitumen, chemicals and spare parts, while
contractor pricing is likely to reflect higher transport and logistics costs.

3.6.1 Employee Related Cost

Diagram 8 Employee related cost including councillor remuneration
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® The Municipality's cost of employment ratio for 2026/27 is projected at 34.2 per cent, marginally above
the 33.1 per cent recorded in the 2025/26 adjustments budget. Over the medium term, this ratio is
expected to marginally decrease to 33.6 per cent in 2028/29. This falls within the Natfional Treasury’s
recommended range of 25-40per cent, demonstrating prudent financial management and
Municipality’'s commitment to managing wage cost growth effectively. As employee-related costs are
a significant component of operatfing expenditure, continued monitoring and strategic workforce
planning will be essential to ensuring long term financial sustainability. Strengthening efficiency measures
while maintaining service delivery standards will contribute to maintaining fiscal balance.

® Total employee-related costs are set to increase by 11.4 per cent from R213.35 million in 2025/26 to
R238.48 million in 2026/27. The increase is driven by the wage progression assumptfion embedded in the
budget of 4.75 per cent. Due to the incomplete supporting table SA24 in the A1 Schedule, Provincial
Treasury could not determine if changes in employee numbers contributed to the cost increase. The
Municipality is encouraged to complete the supporting table SA24 with the final budget submission.

@ Furthermore, it is noted that Senior Managers cost indicates a reduction of 12.4 per cent, which is mainly
due to basic salary reduction from R9.16 million in 2025/26 to R6.74 million in 2026/27. However, it is noted
that tfravel or motor vehicle allowance has increase from R683 000 in 2025/26 to R1.42 million in 2026/27.
The overtime budget of R7.55 million remains unchanged from 2025/26 to 2026/27. These sub-
components of ERC require additional monitoring and possibly capping where appropriate, particularly
given constrained revenue growth and competing expenditure priorities.

@ Employee-related expenditure will remain a key pressure point, with moderate wage increases and
ongoing inefficiencies, as a result, growth in operating expenditure is likely to exceed baseline inflation
in several key cost categories, necessitating stricter cost containment, improved operational efficiency
and a deliberate reprioritisation of non-core spending in line with the principles of Targeted and
Responsible Savings.

3.6.2 Other Expenditure Risks: Municipal Dependent

@ Given the pressure on the operating budget, the Municipality should identify efficiencies and cost-saving
opportunities, particularly within discretionary and non-core expenditure and demonstrate the
implementation of cost containment measures in line with Nafional Treasury guidelines, as the
expenditure growth reflected in strategic documents such as the IDP and SDBIP, especially in employee
related costs and contracted services, is placing strain on affordability and is not fully supported by
corresponding revenue growth.

3.7 Capital Funding Mix

Diagram 9 Capital funding mix
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Diagram ¢ illustrates that the primarily capital funding mix has shift from borrowings and capital grant
fransfers in the three-audit year, to infernally generated funds and borrowing over the 2026/27 MTREF.
This transition indicates a decreased reliance on external funding, potfentially enhancing the
Municipality's financial stability and enabling greater investment in capital projects for improved service
delivery. However, it may limit financial flexibility in the short term, necessitating careful financial
management to maintain operational stability. To mitigate this risk, the Municipality should diversify
revenue sources, enhance operational efficiency, and enforce strict budget discipline to ensure
sustainable financial practices amid evolving funding conditions.

The Municipality project to maintain a capital replacement reserve (CRR) amount of R67.05 million over
the 2026/27 MIREF, as reflected in the Financial Position (fable Aé). In line with the budget
documentation, cash backing will be achieved by utilising a portion of property rates revenue to ensure
that all capital reserves are cash backed. Factors such as economic downturns, revenue volatility, and
limited capacity to expand revenue streams may constrain the Municipality's ability to rely on own funds
for capital funding during the MTREF period. The Municipality is encouraged to sustain a healthy CRR o
meet infrastructure renewal demands and mitigate the impact on future operating budgets, while
carefully considering long term sustainability. Embedding the Long Term Financial Plan in the planning,
implementation and management of the organisation will be critical to achieving these objectives.

The Municipality is planning on taking up borrowings of the amount of R85.26 million over the MTREF,
making it the second largest contributor to the capital budget funding mix. Continued borrowing shows
willingness to invest in infrastructure and long term service delivery. However, reliance on borrowings
increases long term liabilities and repayment obligations. The Municipality is encouraged to maintain
focus on debt sustainability and the need for diversified revenue strategies.

Given the fact that the Municipality has reported unspent borrowings in the past three audited years,
this is a concern for the current financial year as its already month 8 of the financial year and the only
R5.59 million or 13.4 per cent amount of adjusted budget of R42.37 million has been drawdown. The
Municipality need to consider the impact that these unspent borrowings will have on the consumers as
the cost of repaying these borrowings do impact the tariff setting decisions. Plan loan drawdowns in line
with project tfimelines and assess long term affordability of repayments, especially under rising interest
rates.

As part of strategic financial planning, it's essential for the Municipality to confinue developing and
implementing a comprehensive revenue enhancement strategy that aligns with MTREF objectives and
long fterm financial plan. This strategy should involve exploring innovative revenue generation
opportunities, optimisation of existing revenue streams, and strengthening financial management
practices to ensure effective utilization of internally generated funds for sustainable development and
service delivery throughout the MTREF period.



3.8 Capital Expenditure Trends

Diagram 10 Asset Management
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@ The Municipality's capital expenditure performance has shown improvement over the past three
audited years, advancing from 88 per cent in 2022/23 to 92 per cent in 2023/24 and then declining to
90 per centin 2024/25. This trajectory demonstrates progress toward the National Treasury norm of 95 per
cent, but the current year's performance is lagging. As at end February 2026, only R34.94 million or
32.8 per cent of the adjusted capital budget of R106.42 milion has been spent, raising risk of
underspending by year-end. The Municipality is encouraged to strengthen monthly monitoring and
progress tracking against the Service Delivery and Budget Implementation Plan (SDBIP) and the
procurement plan, which will be essential to achieving the targeted implementation levels.

@ The Municipality budgeted for a total capital expenditure budget of R116.94 million in 2026/27 which will
mainly consist of infrastructure projects of R77.43 million or 66.2 per cent, which is in line with the IDP and
SDBIP prioritize infrastructure development. These investments reflect a continued focus on core
infrastructure that supports improved service delivery.

@ For ageing infrastructure, municipalities should prioritise renewal where assets are beyond economic
repair, upgrade where efficiency gains are possible, and invest in new assets only where service demand
requires expansion. It is noted that over the MTREF, the Municipality is projecting a declining budget for
upgrading of assefs and an increasing budget for new assets. While new investments are important for
growth, the Municipality should embed a balanced approach into the MITREF, to strengthen fiscall
sustainability, uphold the pro-poor principle, and align with National Treasury’s asset management
guidance as per MFMA Circular No.130.

@ Diagraml0 illustrates that the upgrading of existing assets remains the primary investment focus within
the 2026/27 capital budget, accounting for R64.03 million or 54.8 per cent of total capital expenditure
budget. According to supporting table SA34e, the 2026/27 expenditure on upgrading existing
infrastructure assets amounts to R52.78 million, with majority allocated to water infrastructure
(R24.89 million). In the outer MTREF years the priority shift from water infrastructure towards sanitation and
electricity infrastructure. This is consistent with the multi-year appropriations of existing projects of 2026/27
and spending priority over the MTREF. The Municipality should continue to prioritise infrastructure
upgrades, aligning its expenditure with long term strategic objectives to support sustainable growth and
community well-being.

@ Diagraml10 further illustrates that new assets account for R35.25 million or 30.1 per cent of the total
capital expenditure for 2026/27. According to supporting table SA34a, R19.48 million is allocated to new
infrastructure assets, with majority directed towards roads and sanitation infrastructure. While the
investment in new assets supports the expansion of service delivery, the Municipality should remain
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3.9

mindful of the future operational and maintenance costs associated with a growing asset base,
particularly considering the projected operating deficits over the MTREF.

According to supporting table SA34b, the renewal of existing assets accounts for R17.66 million or
15.1 per cent of total 2026/27 capital expenditure, with R5.165 million budgeted for infrastructure and
R10.50 million for community assetfs. While short-term financial constraints may necessitate budget cuts,
it's essential fo balance immediate needs with long term sustainability objectives. The Municipality should
confinue with the investment in asset renewal, as underinvestment can lead to infrastructure
degradation, increased maintenance costs, and service delivery disruptions.

The repair and maintenance as a percentage of PPE has remained stable during the past three audit
years averaging 5.3 per cent, which increased to 6 per cent during the current financial year. Projections
indicate this ratio will maintain a é per cent average over the MTREF period. While this reflects
consistency and incremental improvement, it remains below the National Treasury norm of 8 per cent,
indicating a potential shortfall in maintenance activities relative to the size and condition of the asset
base. The Municipality should review the maintenance plans, taking into account the current condition
of assets and the requirements for interval-based maintenance to ensure the budget for repairs and
maintenance is sufficient.

From the mSCOA segment analysis, capital projects are balancing to zero. However, it has been
idenftified that VAT has not been applied or budgeted for on these capital projects. Corrective action in
the final budget is essential to ensure fiscal credibility and compliance.

Supply Chain Management and Asset Management

This section includes a review of all SCM-related policies (including Asset Management) to assess the
alignment of SCM & Asset Management (AM) to the municipal budgeting and expenditure cycles. Focus
areas include:

SCM and AM budget-related policy gaps, which require amendment or review prior to council adoption
in June;

Comprehensiveness & strategic value of SCM reporting requirements, incl. quarterly & annual SCM
implementation reports;

Completeness & strategic value of procurement plans, ensuring that necessary resource inputs are
scheduled and allocated to enable service delivery and value for money;

Completeness & strategic value of contract registers and their interrelationship with procurement plans;
Strategic value of asset registers to inform procurement plans and SDBIP/budget;
Audit outcomes which may inform or influence any of these areas;

Commodity-specific opportunities for strategic procurement for improved efficiency, value-for-money
and service delivery, whether at municipal, district, provincial or national level; and

Regional opportunities for economic transformation through procurement.
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3.9.1 Supply Chain & Asset Management Assessment - Summary

Table 5 Summary of inputs received from Bergrivier Municipality
; Council Last
Pr?YV/I:(;d Adopted? Review ‘ Comments
(Y/N) Date
SCM Policy* Y Yes 31-Mar-26  [Adopted by Council per Resolution RVNO14/03/2026 on 31 March 2026
SOPs Y n/a n/a Bid Committee SOP (Aug 2023);
SCM Procedure Manual (2018);
Inventory Stock procedures SOP 2024/25.
SCM + AM Delegations Y Unknown 27-0ct-20  |SCM & AM delegations last reviewed in 2024
Preferential Procurement Policy* Y Yes 31-Mar-26  [Adopted by Council per Resolution RVNO14/03/2026 on 31 March 2026
FIDPM Policy* Y Yes 31-Mar-26  [Adopted by Council per Resolution RVNO14/03/2026 on 31 March 2026
Inventory Management Policy Y Yes 31-Mar-26  |Adopted by Council per Resolution RVNO14/03/2026 on 31 March 2026
Procurement Plan Y Unknown 09-Apr-26  |Procurement plan omits the OPEX in the plan;
Procurement plan not listed in the pack presented to Council on 31 March 2026.
Please confirm when the proposed procurement plan will be presented to Countil
for adoption.
Contract Register Y n/a Unknown  [Contract Register aligns to the CMF
Asset Mgmt Policy Y Yes 28-Mar-26  [Adopted by Council per Resolution RVNO14/03/2026 on 31 March 2026
Asset Disposal Policy Y Yes 28-Mar-26  |Included in the AM Policy; Adopted by Council per Resolution RVNO14/03/2026 on
31 March 2026
Asset Register Y n/a Unknown  [FAR 2024/25 submitted

*if notincluded in the SCM Policy
Promulgation of Public Procurement Act - Regulations

The National Treasury has circulated the draft regulations for the promulgation of the Public Procurement
Act (PPA) for comment. The PPA intends to fransform the public procurement landscape and give effect to
a more strategic and consolidated use of technology.

Impact of the Public Procurement Act on Municipal SCM Systems

The interrelationship between PPA-related procurement systems and mSCOA reform is being determined at
national level and further developments shared with municipalities in due course.
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Impact of the Public Procurement Act on Municipal SCM Policies

Municipalities will continue to be audited for compliance to statutory and regulatory requirements unfil the
new legislative requirements are enforced. Policies must be maintained accordingly.

Table 4 SCM Policy sufficiency & compliance

Rating [Measure

1 No SCM policies, SOPs or Delegations provided

Some SCM policies, SOPs and/or Delegations provided, but not compliant or sufficient

Some SCM policies, SOPs and/or Delegations provided, with omissions &/or areas of improvement identified

All SCM policies, SOPs or Delegations provided, with areas of improvement identified

G| (W]N

All SCM policies, SOPs and Delegations provided, and all are compliant & sufficient

Municipal assessment & comments

4 All SCM policies, SOPs or Delegations provided, with areas of improvement identified

Detailed analysis of SCM Governance instruments highlighted the following:

1.

Petty Cash
The policy prohibits the use of petty cash for fuel and capital items.
SCM Policy

Bergrivier Municipality has not incorporated the corrective recommendations made in SIME 2025 in ifs
draft SCM Policy, regarding the amended tfransaction thresholds from the amended SCM Regulations
gazetted on 14 December 2023, which are reiterated below:

@ delete Clause 12(1)(b); and

@ amend Clause 12(1)(c) to reflect that formal written price quotations apply from R2 000.
Preferential Procurement Policy

Bergrivier Municipality has not incorporated one of the corrective recommendations made in SIME 2025
in its draft Preferential Procurement Policy for 2026/27, i.e.: The Preferential Procurement policy omits the
definitions listed in the 2022 PPRs, including 'lowest acceptable tender', 'highest acceptable tender,
'specific goals', 'tender', and 'tender for income-generating contracts'.

Delegations

The Municipality is commended on implementing confract management delegations to assign specific
duties throughout the organisation throughout the contract lifecycle.

SOPs

The Inventory SOP demonstrates alignment with MFMA Circular 87 by accounting for stock counts and
budget confirmation prior to stock issuance. However, the SOP lacks specific provisions aligned with
MFMA Circular 87 Cycle 2: Expenditure 7.6.1 (Procedures for Purchasing Inventory). Incorporation of
these provisions would strengthen the SOP's effectiveness.

Bergrivier's stock procedures demonstrate a high level of maturity by incorporating daily movement
counts and specific budget-checking gates before stock is issued. The PT notes that this was a finding
in last year's report which the Municipality has addressed.



6. Cost Containment & Consultant Reduction Strategy

The Municipality has implemented policies addressing consultant utilization, mandatory needs
assessments, skills tfransfer requirements, and consultancy reduction plans aligned with the Cost
Containment Circular of 2019.

Table 7 Infrastructure Procurement Policy sufficiency & compliance

Rating [Measure
1 FIDPM Policy not provided
2 FIDPM Policy provided, but not compliant or sufficient
3 FIDPM Policy provided, with omissions &/or areas of improvement identified
4 FIDPM Policy provided, with areas of improvement identified
5 FIDPM Policy provided, and is compliant & sufficient

Municipal assessment & comments
2 FIDPM Policy provided, but not compliant or sufficient

The PT notes that Bergrivier Municipality’s Infrastructure Procurement & Delivery Management policy is
partially aligned to the NT's Infrastructure delivery framework. The policy is incorporated into the SCM Policy
as Annexure C, which references Procurement Gates aligned to the repealed MFMA Circular 77, which
required that municipal policies were aligned to the repealed Standard for Infrastructure Procurement and
Delivery Management (SIPDM). Focus appears to be only on procurement gates rather than on broader
IDMS-related infrastructure delivery management processes.

Recommendation

The PTrecommends that Bergrivier Municipality:

@ updates its procedures to reflect MFMA Circular 106 (LGFIDPM) to reduce the regulatory burden
imposed by Circular 77; and

@ includes the full infrastructure delivery project-stage framework and end-of-stage deliverables required
by LGFIDPM Section 5.1 (MFMA Circular 106).

Table 8 Asset Management Policy sufficiency & compliance (incl. disposal)

Rating |Measure
1 No AMP provided
2 AMP provided, but not compliant or sufficient
3 AMP provided, with omissions &/or areas of improvement identified
4
5

AMP provided, with areas of improvement identified
AMP provided, compliant and sufficient (incl. best practice)

Municipal assessment & comments

The municipality has an AMP in place, which makes provision for asset disposal and
the policy was last revised on 28 M arch 2026.

The AMP aligns to the mandate of the municipality and the relevant GRAP
standards.




Table 9

Asset Register

Rating |Measure

1 No Asset Register

2 Outdated GRAP-oriented asset register, not on ERP

3 Seperate GRAP-compliant register on ERP system, but outdated ISO55001-oriented registers outside ERP
system

4 Seperate GRAP & ISO55001-compliant asset registers, regularly updated with only financial register
housed on the ERP system

S Integrated, GRAP & ISO55001-compliant asset register, regularly updated and housed on the ERP system
Municipal assessment & comments
The asset registers reflect strong manual process integration between the Work in Progress register and
the Fixed Asset Registers, with consistent alignment between financial and technical data and
compliance with GRAP 17. It is the assumption that all six registers are maintained outside the an ERP
environment lacking integration. The lack of formal governance separating GRAP financial data from ISO
55001 aligned technical data, together with missing system control elements such as ERP asset IDs,
workflow status, and approval frails.
While the registers indirectly support SCM through post fransaction recording of acquisitions and WIP to

3 asset tfransfers, they are not integrated with procurement or contract workflows, restricting their role to
compliance and reconciliation rather than real time control.
The asset registers contain strong and appropriate headings covering core GRAP 17 financial
requirements (asset class, cost, accumulated depreciation, carrying value, useful life, additions,
disposals) and key technical attributes (location, condition rating, component type, GPS/GIS references,
and WIP linkages).
However, the headings reflect a combined financial-technical structure with no formal separation
between GRAP financial data and ISO 55001 aligned technical data.

Table 10 SCM Involvement in planning & budgeting cycle (procurement plans)
Rating [Measure

1 No evidence of SCMinvolvement in IDP

2 No explicit evidence of SCM involvement in IDP, but implied in documents provided

3 Some evidence of SCMinvolvement in IDP, with gaps to be addressed

4 Evidence of SCM involvement in IDP, but gaps identified

5 Clear evidence of SCM involvement in IDP
Municipal assessment & comments

4 Evidence of SCM involvement in IDP, but gaps identified

The following specific matters were highlighted in the procurement plan:
The procurement plan aligns with the strategic focus areas as set out in the IDP.

@ Capital projects included in the procurement plan support the IDP’s sustainable service delivery
objectives and sector-specific infrastructure priorities.

® Funding sources are indicated, though sources such as internally generated funds, funds from
departments, and borrowing.

3.9.2 Sirategic Procurement & Economic Transformation Opportunities

The procurement plan omits operational expenditure, which was also noted in the 2025/26 SIME assessment.
This limits the PT's ability to perform oversight in ferms of effective procurement planning, contract
management and potential strategic procurement opportunities.




Bergrivier Municipality’s Influenceable Spend

“Influenceable spend” means the expenditure which can be influenced through procurement, i.e. that
which represents an opportunity to improve value for money, enable economic fransformation and/or
unlock enhanced service delivery.

Bergrivier Municipality's influenceable spend amounts to approximately R253 675 000 for 2026/27, compared
to approximately R277 329 000 for 2025/26, broken down as follows:

Spend ‘ 2026/27 ‘ 2025/26

Inventory Consumed 30 492 000 29 158 000
Contracted Services 53 675 000 107 326 000
Operational (excl. Audit) 52 565 000 48 682 000
Procurable OPEX 136 732 000 185 166 000
Capital Projects 116 943 000 92 163 000
TOTAL | 253 675 000 | 277 329 000
Rep & Maint (R-value in Budget) 48 484 000 43 532 000

Source: Municipal A-Schedules

This amounts to a 9 per centf reduction in total procurable expenditure, with Contracted Services seeing the
largest increase of 50 per cent, and Capital Projects seeing a 27 per cent increase.

Given the lack of visibility of planned operational expenditure-related procurement in the procurement
plan, the PT cannot comment on the accuracy of impact of the significant reduction in influenceable opex.
However, as opex still encompasses 54 per cent of the Municipality’s influenceable expenditure, it is strongly
recommended that Bergrivier Municipality improves the planning of its opex procurement to ensure that this
procurement is adequately monitored and resources allocated appropriately.

Through aggregation of planned projects based on their description or CIDB Class of Work, the following key
strategic procurement opportunities are noted:

Commodity/CIDB Class of Work

‘ Total Estimated Nr of Projects

Value
Water & Wastewater (CE) 33901 695 19
Roads, Streets & Sidewalks (CE) 24 950 000 10
Sports & Recreation Facilities (CE) 20 303 000 4
Fleet 8 417 250 8
Housing 8 255 652 3
Electricity & Power Distribution (EP/EB) 6 920 000 10
Total | 102 747 597 | 54

Source: Tabled Procurement Plan, 2026/27

The projects listed above represent more than half of the total planned projects listed on the procurement
plan (101 projects), but 88 per cent of the total planned expenditure. The Municipality is urged to consider
opportunities for economic transformation through strategic procurement, including job creation and skills
development in various sectors.
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Proposed Enhanced Procurement Methods for Planned Capital Expenditure

Table 11

Procurement Methods for Planned Capital Expenditure

Commodity/ i
by Total Estimated Nr of Projects | Procurement Method
CIDB Class of Work Valve
Framework Agreement:
Water & Wastewater (CE) 33901 695 19 e Civil Engineering Services for Water &
Waste Water Infrastructure
Roads, Streets & Sidewalks (CE) 24 950 000 10 Roads, Streets & Sidewalks (CE)
?g%ﬁs & Recreation Facilifies 20 303 000 4 Sports & Recreation Facilities (CE)
Fleet 8 417 250 8 Fleet
Housing 8255 652 3 Housing
ici istributi Framework Agreement:
Electricity & Power Distribution 6 920 000 10 g
(EP/EB) e FElectricity & Power Distribution (EP/EB)
o Framework Agreement:
General Building 2 692 000 L .
5 e General Building Services
. . WCG Commodity Strategy:
Consulting Engineers 1 500 000 ) ]
2 e Consulting Engineers
Fencing & Perimeter Security 910 000 4 Framework Agreement: Fencing
Smart Meters 900 000 2 NT Contract: RT29 for Smart Meters
. . NT Contract: RT4 for Rescue Equipment or
security Equipment 50000 1 RT66 for Tactical/Crime Scene Equipment

3.9.3 Contract Register: Sufficiency and Alignment to Procurement Plan

The Confract Register and the draft procurement plan are partially aligned in that the Register:

@ includes both capital and operational expenditure contracts whereas the procurement plan only
contains capital expenditure;

@ does not include procurement plan reference numbers or fender numbers.

The Register partially complies with MFMA Circular 80, which requires contract expenditure monitoring,
tracking of contractual amendments, extensions and variations and contract lifecycle management.

There is limited evidence in the Register of ongoing oversight and monitoring, in that the following control
fields are omitted: last review date, reviewer, updates made, and management actions taken.

Rates-based confracts do not allow for the tracking of expenditure incurred to date, which limits
management’s ability to effectively monitor contract utilisation and creates a risk of expenditure exceeding
the approved confract value and may result in irregular expenditure.

The confract register does not include a contract duration field, which limits the visibility to identify long-term
contracts and thus constrains the management of contract life-cycle , extensions, and contract succession
planning.

The confract register does not make provision for tracking supplier performance, as it does not capture KPIs,
milestones, deliverables achieved and performance outcomes.

It is the PT's view that the Contract Register is being inadequately utilised as a management tool.
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3.9.4 Sirategic value of SCM Reporting Requirements

The PT has developed an SCM Reporting monitoring tool to ensure that municipalities are meeting their
reporting requirements. This has been developed with three outcomes in mind:

@ Verifying municipal self-assessments regarding reporting compliance in e.g. FMCMM, eMuni Monitor and
goMuni submissions; and

@ Determining potfential duplications in reporting requirements and related compliance assessments; and

@ Utilising the information in municipal reports to identify potential fraining and/or support requirements,
governance gaps or strategic procurement opportunifies.

Bergrivier Municipality complies with approximately 95 per cent of the statutory SCM Reporting
requirements. The PT acknowledges that this initial assessment may allow room for improvement, and that
assumptions made regarding the frequency and content of reports for the purposes of this assessment may
requirement refinement in future iterations.

The PT encourages Bergrivier Municipality to review the layout of its website and ensure that all reports are
located in the same area within the website’s file structure, to enable ease of access and transparency in
terms of the requirements of s. 217 of the Constitution.

The Municipality is commended for having in place a structured reporting tool, and is encouraged to make
provision in the reporting framework for disaster related procurement tfransactions as and when applicable.

3.9.5 SCM & AM Audit Outcomes and specific PT support

The PT LGSCM unit will engage the Municipality directly on audit findings from the 2024/25 audit and
recommend actions which are intended to improve audit outcomes for future audit cycles.

3.9.6 Conclusion

This assessment sought to determine the extent to which SCM and Asset Management-related policies are
sufficient and compliant, and whether asset management, procurement planning and confract
management effectively influence and provide strategic value in the IDP and budget cycle.

The PT reiterates its prior recommendations for the Municipality to a) review its FIDPM policy b) consider
expanding ifs asset register to make provision for more operational records, and c) use the asset register to
inform the procurement plan and IDP more systematically in future years.

Additionally, the Municipality is encouraged to generate a comprehensive procurement plan which
includes capex and opex, and take a more strategic approach to procurement through the use of
framework agreements and existing National Treasury contracts.



3.10 mSCOA Implementation
3.10.1 Credibility of mSCOA Data Strings

MFMA Circular No.134 states that the credibility and accuracy of the data strings must be verified by
municipalities before submission, as the data strings submitted will be used as the single source for all analysis
and publications in the 2026/27 municipal financial year. Municipalities have been given access to the
GoMuni portal in April 2022 and should use the reports on GoMuni to verify the credibility of their submissions.
It should be emphasized that errors in the data can only be corrected in the next open period. e.g., errors
in the tabled budget (TABB) data string can only be corrected in the adopted budget data string (ORGB).
Municipalities are not allowed to open closed periods fo make corrections.

Table 12 mSCOA Segments Use Analysis

No Segment TABB 2026

1 Project Segment

1.1 |Use of the Project Segment |Project segment is not balancing to zero indicating that the municipality has not consistently applied
balance sheet budgeting and movement accounting. From the Segment analysis Capital projects is
balancing to zero, it is however found that VAT datastrings is missing. In the current budget, accruals
and deposits that represent credits for operating projects have not been properly budgeted for.
However, a closer review using the item segment rev eals missing entries, particularly for accruals and
deposits, which affects the accuracy of the budget representation.

In addition, VAT has not been applied or budgeted for on these capital projects, and this omission
needs fo be addressed. Furthermore, no retentions, deposits, or withdraw als have been budgeted.
It was also found from the service charges electricty analysis that the Municipality incorrectly linked
the Monthly Billings, Collections and deposits fo Operational:Typical Work Streams:Efficient and
Effective Public Service, this should have been linked to Project: Default.

|Fund Segment

Use of Fund Segment The funding segment should balance to zero; however, there are funding streams within the budget
that do not achiev e this balance. A deeper review indicates that the imbalance is linked to specific
operational revenue sources.

These include service charges: water, property rates, Disposal of Property, Plant and Equipment, and
Borrowing. These funding sources are not balancing to zero, and this misalignment impacts the
accuracy of the funding segment reporting. The municipality should review these items to ensure
proper alignment, as the funding segment is expected fo balance to zero in accordance with correct
budgeﬁng practices.

|Funchon Segment

Use of Function Segment Eoch function should include a mini trial balance (identifying Revenue, Assets, Liabilities, Expenditure,
and Net Assets) linked to the correct function and sub-function. Please refer to the further analysis of
functions and items to assist in identifying where the budget is not allocated per function/sub-function,
limited to core services only. All sub-functions should balance to zero.

4 |Cosﬁng Segment |

m Use of Costing Segment Sufficiently used

5 |Region Segment |

5.1 _|Use of Region Segment __[sufficently used, as it can be seen that some of the line items was splitperward. |
) |Item Segment: |

6.1 |The municipadlity's item segment budgeting contains sev eral inconsistencies requiring review, particularly in the freatment of interest
on outstanding debtors, debt impairment, VATrecognition, and water inventory accounting. Key issues include missing credit entries
for employee related costs, water inventory, bulk pruchases electicity , incorrect VAT freatment on debt impairment, and
discrepancies in VATreconciliation amounts. Additionally, budgeting for water inventory reflects only partial transactions and issues
with reconciliation of issued inventory. Another major issue is the accounting treatment of Irrecov erable debts written off, as there
is no linkages to this line item. The municipality should address these matters in line with the MSCOA guidance on accounting
freatment, Circular 12, and the inventory budgeting guidance issued by the National Treasury for natural resources.

Provincial Treasury has provided the TABB segment tools analysis with the Municipality, with the goal of
assisting municipalities in examining their data and determining if the information is appropriately retrieved
across all segments before finalising the ORGB data strings. TABB shall be rectified in the ORGB before the
adopted budget is locked on the financial system and the ORGB data string is created. Furthermore, it is
recommended that the Municipality make themselves available for a session (through MS Teams) on the
TABB segment analysis to provide further clarification on the segment analysis tools.

@



SECTION 4: REVIEW OF THE HISTORICAL FINANCIAL INFORMATION
4.1 The Financial Performance as per the Audited Annual Financial Statements

The assessment of the financial health and performance is an integrated process involving a review of a
municipality’s audited annual financial statements, audit report, and ratio analysis. The results of the ratio
analysis are used to support financial decisions and to identify factors that may influence the financial
stability of the Municipality.

Adverse ratio outcomes show potential areas requiring action to ensure sustainability. The assessment frend
analysis is based on the audited financial statements for 2023, 2024, and 2025; however, the table provides
a five-year fime frame (2021 - 2025) to provide a more comprehensive perspective for evaluating the
2026/27 budget.

The analysis is conducted largely on the National Treasury MFMA Circular No.71 issued in January 2014. PT
has analysed these ratios, and the following items are highlighted.

4.2 Summary and Findings from Historical Trends

The Municipality has submitted the 2024/25 (audited) ratios on the NT Portal and not the 2023/24 (restated).
PT is in the process of validating the ratios with the Municipality. Note that in order for PT to engage, it is
essential that the ratio analysis submission occur on the NT web-enabled system (MFMA Circular 114 issued
February 2022). This report is based on the Municipal calculations for 2024/25 (audited) and PT calculations
for prior years per NT MFMA Circular 71 guidelines.

421 Asset Management

Table 13 Asset Management

2021 2022 2023 2024 2025 Overall
Audited Audited Audited Audited Audited Rating

Financial ratios & norms

1 Impairment of Property,
Plant and Equipment,

Investment Property 0.0% 0.0% 0.0% 0.0% 0.0% AL
and Intangible Assets
(Carrying Value): 0%

2 Repairs and
Maintenance as a % of
Property, Plant and
Equipment, Investment
Property (Carrying
Value): 8%

1.9% 2.2% 2.0% 1.9% 2.5% .

Favourable

Unfavourable

®
i

Needs Improvement

Impairment of Property, Plant and Equipment, Investment Property and Intangible Assets (Carrying Value):

® Over the five-year period under review, Bergrivier Municipality recorded impairment ratios of 0.0 per
cent in every single year. The Municipality has consistently and fully complied with the National Treasury
norm of zero impairments identified throughout.



@ Bergrivier Municipality has reported no impairment losses on its Property, Plant and Equipment (PPE),
Investment Property, or Infangible Assets across all five years. This indicates that all assets have performed
as expected, with no unexpected loss in value due to damage, obsolescence, deterioration, or changes
in market conditions. Zero impairment across all five years is a strong indicator of proactive asset
stewardship.

@ The carrying value of property, plant and equipment, investment property, and intangible assefs
increased by 8.67 per cent (R51.37 million) — from R592.37 million in 2023/24 to R643.74 million in 2024/25.
Despite this significant growth in the asset base, the Municipality has maintained a zero-impairment ratio,
reflecting sound asset management practices.

@ The Municipality should consider reviewing its impairment friggers, asset condition monitoring
techniques, and valuation methodologies to identify assets that may be impaired. The Municipality
should continually guard against under-recognition of impairment. It is recommended to confinually
review valuation methodologies, especially given the high age of some infrastructure assefts.

Repairs and Maintenance as a Percentage of Property, Plant and Equipment and Investment Property:

@ These ratio results are significantly below the 8 per cent National Treasury norm across all five years,
indicating persistent underinvestment in the maintenance of municipal assefts.

@ The ratio has remained relatively flat over the period, fluctuating within a narrow range of 1.9 per cent
to 2.5 per cent. While a slight increase to 2.5 per cent was observed in 2025, this remains substantially
below the required standard of 8 per cent. A 2.5 per cent spend indicates a potential maintenance
backlog that will manifest as service failures and higher future replacement costs.

@ Inthe 2024/25 financial year, repairs and maintenance increased by 38.79 per cent (R4.55 million), whilst
the carrying amount of property, plant and equipment, and investment property increased by 8.67 per
cent (R51.37 million). It is noted that new assets acquired over the past two years represent 12.47 per
cent (R80.28 million) of the carrying value of property, plant and equipment, and investment property.
These newer assets may not yet require significant repairs and maintenance, which partially explains the
low ratio.

@ The Municipality should review its maintenance plans to effectively manage the longevity of its assets
base as underspending on repairs and maintenance increases the risk of accelerated asset
deterioration, breakdowns, higher than normal future repair costs and shortened useful life for all assefts.

@ The 2026/27 budget must include a Ring-Fenced Asset Preservation Fund funded by a porfion of the
excess liquidity identified in Table C. The Municipality should consider targeting a minimum of 5 per cent
of PPE carrying value as a step foward the 8 per cent norm.

4.2.2 Working Capital

Table 14 Working Capital

2021 2022 2023 2024 2025 Overall
Audited Audited Audited Audited Audited Rating

Financial ratios & norms

3 Net debtors’ days:
<30 days 99 days 96 days 95 days 84 days 65 days .
4 Creditors Payment )
Period (Trade 33 days 32 days 37 days 44 days 26 days @

Creditors): 30 days

Net debtor’'s days:

® These results consistently exceed the National Treasury norm, indicating that the Municipality takes
significantly longer than expected to collect outstanding revenue from debftors.



@ The ratio results reflect year-on-year fluctuations in the debtor's collection period after impairment over
the years of assessment. The improvement from 99 days to 65 days is significant and reflects concerted
effort. The 25 per cent reduction in gross consumer debtors (R38.8m) is a major achievement.

@ Theé5 days result is still more than double the 30-day norm. This means the Municipality is financing
approximately two months of consumer consumption. In a high-interest environment, this is a material
hidden cost. While the frend is positive, the 2026/27 budget should not assume further rapid improvement
it should be noted that a significant amount of potential cash remains tied up in consumer debtors,
which increases working capital requirements and strains cash reserves that could otherwise be used to
fund capital projects and provide improved service delivery.

Creditors Payment Period (Trade Creditors):

@ Bergrivier Municipality recorded creditors payment periods of 30 days in 2020/21, 29 days in 2021/22,
33 days in 2022/23, 41 days in 2023/24, and 26 days in 2024/25. The ratio results indicate that effective
controls are in place to ensure prompt payment of creditors, with the Municipality demonstrating the
ability to settle its obligations within or close to the National Treasury norm of 30 days for most years under
review.

@ A deterioration was observed in 2022/23 and 2023/24, with the payment period extending to 33 days
and 41 days, respectively. This indicates that during these years, the Municipality fook longer to sefttle its
frade creditors, which may have improved overall cashflow but did not comply with the legislative
requirement to pay creditors within 30 days.

@ A commendable compliance with MFMA Section 65(2)(e) in 2024/25 is noted, especially in the current
fiscal environment. The improvement from 41 days to 26 days in a single year demonstrates strong cash
management discipline.

@ This improvement, combined with the high current ratio (Table C), confirms that the Municipality has
ample liquidity to meet obligations on time. The prior non-compliance was not a cash shortage issue but
a process issue, which appears resolved.

@ Overall, the Municipality demonstrates strong credit management performance, however there is
potential to improve on debtors’ collection. The significant outstanding debtors and improved creditors
payments will exert strain on cash resources and ongoing monitoring of working capital requirements to
ensure sufficient cash reserves are held by the Municipality to provide for this.

423 Going Concern

Table 15 Going Concern
No. | Financial ratios & norms 2021 2022 2023 2024 2025 Overall
’ Audited Audited Audited Audited Audited Rating
5 Total Liabilities to Total {7
Assets: <50% 37.3% 37.2% 40.5% 40.1% 39.1% >
§ | Curent Ratio: 1.5-2:1 3.1:1 351 3.2:1 27:1 27:1 QD

Total Liabilities to Total Assets

@ Bergrivier Municipality recorded total liabilities to total assets ratios of 37.3 per cent in 2021, 37.2 per cent
in 2022, 40.5 per cent in 2023, 40.1 per cent in 2024, and 39.1 per cent in 2025. The ratio remained
consistently within the National Treasury norm of.

@ The ratio indicates a general deteriorating frend over the period. Despite these fluctuations, the ratio
has never approached the 50 per cent threshold, indicating that the Municipality's asset base remains
significantly higher than its liabilities.



® The net asset position of the Municipality is sound, indicating that municipal assets can comfortably
cover all liabilities.

Current Asset to Current liabilities

@ Bergrivier Municipality’s current ratios indicate sound coverage. The rafio remained above the
recommended norm of 1.5 - 2:1 across all five years under review, indicating that the Municipality is in a
stfrong position to meet its short-term obligations as they fall due.

@ The ratio results are favourably more than the acceptable minimum norm of 1.5:1, demonstrating that
current assets significantly exceed current liabilities. These results indicate that the Municipality will be
able to settle its short-term obligations as they become due by utilising current assets.

@ A declining trend is evident over the period, with the ratio decreasing from a peak of 3.5:1 in 2022 to
2.7:1in 2024 and 2025.

@ While the consistently high ratios reflect strong liquidity and low short-term solvency risk, they may also
suggest that current assets are not being utilised optimally. A ratio persistently above 2:1 can indicate
that excess cash or other current assets are being held rather than deployed for service delivery or
capital projects.

@ In light of the identified maintenance backlog (Table A) and the observed decline in capital
implementation (Table E), it is noted that the Municipality continues to maintain relatively high levels of
cash and near-cash investments. It may be beneficial to further assess the alignment between available
liguidity and service delivery priorities, particularly in relation to infrastructure maintenance and capital
project execution.

@ |t is recommended that the 2026/27 MIREF consider incorporating a comprehensive Liquidity
Management Strategy. Such a strategy could explore the prudent utilisation of a portion of current assets
to support the acceleration of infrastructure maintenance and capital delivery. In this context,
consideration may also be given to maintaining a sustainable Current Ratfio benchmark of
approximately 2.0:1, which could enable the release of additional resources towards priority service
delivery objectives.

4.2.4 Expenditure Management

Table 16 Expenditure Management

No. | Financial ratios & norms 2021 2022 2023 2024 2025 Overall
’ Audited Audited Audited Audited Audited Rating
7 Irregular, Fruitless and
WosTefgl and Unauthorised 0.9% 0.0% 0.3% 21% 0.7% .
Expenditure/Total

Operating Expenditure: 0%

@ The Irregular, Fruitless and Wasteful and Unauthorised expenditure, has improved year on year which
illustrates a continued commitment to avoid incurrences of Irregular, Fruitless and Wasteful and
Unauthorised expenditure. It is encouraged that the Municipality continue strengthening its control
environment around expenditure with improved adherence to the approved budgets, and review of alll
expendifure and liabilities. The Municipality is reminded of National Treasury, MFMA Circular No 111,
Unauthorised, Irregular, Fruitless and Wasteful Expenditure reduction strategy and plans to which the
Municipality is required to discuss and resolve on its UIFW reduction strategy and implementation plans
as a matter of priority and urgency.

@ |t is recommended that the Municipality continue with a specific UIFW Reduction Plan with quarterly
targets, as required by MFMA Circular No. 111. The 0.7 per cent residual suggests recurring irregular



expendifure that must be investigated if not already. Furthermore, refer to latest guidance per MFMA
Circular No. 68 (updated 1 April 2026).

4.2.5 Budget Implementation

Table 17 Budget Implementation

Financial ratios & norms

2021 2022 2023 | 2024 | 2025 ’ Overall

Audited Audited Audited Audited Audited Rating

8 Capital Expenditure Budget
Implementation Indicator: 95%- 115.4% 99.8% 93.7% 91.5% 89.6% 34
100%

9 Service Charges and Property Rates
Revenue Budget Implementation 101.3% 99 .4% 96.4% 100.2% 101.5% b
Indicator: 95%-100%

Capital Expenditure Budget Implementation Indicator

@ The frend analysis indicates that the rafio results deteriorated year-on-year, with the Municipality
achieving the National Treasury norm in only two of the five years under review (2020/21, 2021/22).

@ This is indicative of the Municipality's variable ability to confrol and execute its capital budget, noting
the reasons provided in the budget comparison statement in the Annual Financial Statements.

@ In 2021, the Municipality overspent its capital budget by 15.4 per cent. While overspending may indicate
accelerated project delivery or unplanned capital commitments, it also raises concerns regarding
budget credibility, adherence to approved appropriations, and potential unauthorized expenditure.
The Municipality should ensure that any overspending was lawfully authorised in ferms of the MFMA.

@ Of particular concern are the years 2022/23 (93.7 per cent), 2023/24 (91.5 per cent) and 2024/25
(89.6 per cent), where capital spending was significantly low. This pattern of underspending, if
continued, could impact service delivery and potentially result in undesired outcomes. The credibility of
the capital budget must then be analysed carefully.

@ The deterioration to 89.6 per centin 2024/25 is a cause for concern, indicating that corrective measures
are required to address underperformance. The fluctuation across the five-year period - ranging from
overspending of 115.4 per cent to underspending of 89.6 per cent — suggests that capital planning,
budgeting accuracy, and project execution remain areas requiring sustained attention.

@ Areduction in capital spend will yield less service delivery in future years and accelerate impairment of
assefts.

@ Combined with the low maintenance spend (Table A), the declining capital execution indicates that
the Municipality may be on a ftrajectory of not delivering on ifs infrastructure mandate. The
2026/27 capital budget should be realistically sized and aligned with project readiness assessments.

Service Charges and Property Rates Revenue Budget Implementation Indicator

® The rafio demonstrates relatively stable performance, with all five years falling within the prescribed
norm. However, the recurring over-collection in 2023/24, and 2024/25 indicates possible conservative or
inaccurate revenue budgeting. While this supports cash flow, it may affect the credibility of the budget.

® Overall, the Municipality shows adequate revenue budget implementation, but capital budget
execution remains a concern. Strengthening budgeting accuracy, project planning, and financial
controls will be critical to ensure improved alignment with approved budgets and effective service
delivery.



426 Grant Dependency

Table 18 Grant Dependency

2021 2022 2023 2024 2025 Overall

No. | Financial ratios & norms

Audited Audited Audited Audited Audited Rating

5 Own Funded Capital Expenditure
(Internally Generated Funds +
Borrowings) to Total Capital
Expenditure: no norm

31.9% 28.0% 56.9% 29.3% 49.7% e

@ |t's noted that Bergrivier Municipality has improved on its reliance on grant funding as the Municipality’s
own source revenue has increased to 49.7 per cent in 2024/25. The improvement from 31.9 per cent to
49.7 per cent is positive but the Municipality remains heavily reliant on grants for capital investment.

@ |t is noted that borrowings are directed towards addressing service delivery needs. However, the
Municipality’s excess liquidity (Table C) and low debt levels suggest an under-utilisation of debt
financing.

@ Bergrivier should consider a balanced funding mix for 2026/27. A modest, long-term facility to accelerate
the replacement of aging infrastructure could be prudent and affordable, especially given the current
low cost of municipal debt relative to the cost of future emergency repairs.
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Annexure A: Municipal Benchmarking Graphs

Diagram 1  Cash coverage
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Diagram 3 Collection rate
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Diagram 4 Percentage Employee Related Costs to Total Opex (excl. Councillors)
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Diagram 5 Repairs & Maintenance as a Percentage of PPE & Investment Property
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Diagram 6 Renewal and Upgrading Existing Assets as a Percentage of Total Capex
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Diagram 7 Percentage Increase/Decrease in Property Rates Revenue vs Tariff increase
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Diagram 8 Monthly Bill - Middle Income
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Diagram 9  Monthly Bill - Affordable Income
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Diagram 10 Monthly Bill - Indigent
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Disclaimer: The information used to populate the graphs are based on the Municipal TABB data strings and the 2026/27 MTREF Draft
Budget uploaded on GoMUni. The outcome of the ratios may therefore be affected by the quality of the information submitted by the
Municipality.
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