Reference no. 40240/1
Nthabiseng Mokete (8100)
SPECIAL COUNCIL: 28 May 2026

2. GROUP FINANCIAL SERVICES
(BUDGET OFFICE DIVISION)
2026/27 MEDIUM-TERM REVENUE AND EXPENDITURE FRAMEWORK FOR THE
CITY OF TSHWANE
{(From the Executive Committee: 18 May 2026 and the Mayoral Committee:

20 May 2026)

1. PURPOSE

The purpose of the report is to obtain approval for the 2026/27 Medium-term Revenue
and Expenditure Framework (MTREF) in terms of Section 24 of the Local
Government: Municipal Finance Management Act, 2003 (Act 56 of 2003) (MFMA).

2. STRATEGIC PRIORITY
Strategic Priority 2: Provide stringent financial management and oversight:

e Transparent budgeting processes inclusive of public participation;

e Structuring the budget towards core service delivery and infrastructure
development to advance the growth of the city; and

+ Affordable rates and taxes to avoid unsubstantiated and unfair increases.

3. BACKGROUND

Section 16(1) of the MFMA stipulates that the council of a municipality must for each
financial year approve an annual budget for the municipality before the start of that
financial year.

Section 22 of the MFMA also stipulates that immediately after an annual budget is
tabled in a municipal council, the accounting officer must make public the annual
budget and documents in terms of Section 17, invite the local community to submit
representations in connection with the budget and submit the annual budget to the
National Treasury and the relevant provincial treasury in printed and electronic
formats. All budget-related documents (electronic) were provided to the National
Treasury, and to other national and provincial government departments, in
accordance with Section 22(b) of the MFMA.

Chapter 4 of the Local Government: Municipal Systems Act, 2000 (Act 32 of 2000)
deals with community participation. Section 16(1)(a) and (iv) stipulate that a
municipality must encourage and create conditions for the local community to
participate in the affairs of the municipality, including in the preparation,
implementation and review of its [ntegrated Development Plan (IDP) and the
preparation of its budget.



Section 23(2) of the MFMA stipulates as follows:

(2)  After considering all budget submissions, the council must give the mayor an
opportunity—
(a) lo respond to the submissions; and
(b) if necessary, fo revise the budget and table amendments for
consideration by the council.

The draft reviewed IDP and budget were tabled at Council on 26 March 2026 to
facilitate community participation and receive inputs from all stakeholders and was
published for public comments. The commenting period ended on 04 May 2026.

Section 24 of the MFMA stipulates as follows:

(1) The municipal council must at least 30 days before the start of the budget year
consider approval of the annual budget.
(2) An annual budget—
(a) must be approved before the start of the budget year;
{b) is approved by the adoption by the council of a resolution referred to in
section 17(3)(a)(i); and
(c¢) must be approved together with the adoption of resolutions as may be
necessary —
() imposing any municipal tax for the budget year;
(i)  setting any municipal tariffs for the budget year;
(i) approving measurable performance objectives for revenue from each
source and for each vote in the budget;
(iv} approving any changes to the municipality’s integrated development
plan; and
(v) approving any changes to the municipality’s budget-related policies.
(3) The accounting officer of a municipality must submit the approved annual
budget to the National Treasury and the relevant provincial treasury.

BUDGET STEERING COMMITTEE SESSIONS (BSC)

The Technical Budget Steering Committee session on the final budget took place on
18 May 2026 to consider the budget and tariff proposals for the 2026/27 MTREF.

The Mayoral Budget Steering Committee sessions took place in May 2026 in line with
the requirements of Section 53 of the MFMA, which states as follows:

(1) The mayor of a municipality must-
{a) provide general political guidance over the budget process and the priorities
that must guide the preparation of the budget

COMMUNITY CONSULTATION PROCESS ON THE DRAFT 2026/27 MTREF AND
TSHWANE INTEGRATED DEVELOPMENT PLAN

The draft budget and IDP were placed on the municipal website and at municipal
libraries. The City used various media piatforms, local newspapers, and virtual and
physical regional meetings to solicit inputs from the community. Submissions on
service delivery issues and capital projects are addressed in the IDP report.
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Written submissions to the tabled 2026/27 MTREF and the proposed amendments
to the approved Property Rates Policy and By-law were received and included under
Appendix Y to this report. The key issues raised can be summarised and responded

to, as follows:

Comments on Service Charges tariff increases
and revenue collection

Response

A submission was received from South Africa
Property Owners Association (SAPOA) and Urban-
econ, as well as a few complaints from residents,
conceming:

» The increases in tariffs, which was said fo be
unaffordable and that the markup on bulk
purchases are too high.

» Determination of municipal tariff increases
considers the affordability of services and the cost
of supplying the services. The tariff for electricity
services is largely informed by NERSA approved
tariffs for Eskom to municipalities (9,01%). The
proposed tariff increment for water and the bulk
purchase tariffs from Rand Water increased by
10%. Registered indigents are granted 100 kWh
electricity and 12k€ water free of charge.
However, all properties below the threshold will
automatically qualify for free basic services. All
residential homeowners with a property value of
up to R250 000, will receive these same benefits
as registered indigents.

Comments on Property Rates and Valuations

Response

A submission was received from South Africa
Property Owners Association (SAPOA) and Urban-
econ, as well as a few complaints from residents,
conceming:

+ The Residential to Commercial rate ratio,
should be revised.

« Some properiies are overvalued. Consideration
should be given to phasing or smoothing tariff
increases where feasible, particularly to protect
vuinerable households and support business
sustainability.

« The Residential to Commercial rate ratio was
reduced from 1:3 to 1:2,5 with the implemeniation
of two GV's (valuation rolls) ago, to instate some
relief fo business owners. Should this ratio be
reduced further, the burden on residenfial owners
would become much higher.

o Property valuafions are conducted by
professional qualified employees and contractors,
making use of state-of-the-art software, taking
into account various databases of selling statistics
and geometrical locations. An objection period is
granted to represent any valuation discrepancies.
A single financial year's tariff increase cannot be
phased in over more than one year, as such
increases apply to every financial year.

Comments in relation to expenditure on finance
charges and water tankers

Response

» The allocation of R1,7 biltion for finance charges
is significant and reflects a continued strain on
the City's financial position, which warrants
attention in terms of long-term debt
management and efficiency improvements.

» The allocation of R264,1 million for water
tankers under Human Settlements highlights
ongoing reliance on temporary service
solutions. In this context, the relatively low
investment in water purification infrastructure is
concerning, as it suggests a continued focus on

* The expenditure on finance charges covers
interest and capital repayments of long-term
borrowing incurred for capital expenditure. The
expenditure remains within prudential fimits and
the City has planned for an operational surplus of
R1,4 billion, which will be utilised towards
increasing capital investment funded from own
funding.

« The City is required in terms of the Constitution to
provide households in informal settlements with
access to water. A pilot study will be conducted to
explore an alternative model for water tanker
services with the aim to reduce reliance on water




reactive measures rather than long-term system
improvements.

tankering with focus on rainwater harvesting,
ground water recharges and boreholes.

Representation submission on Property Rates
Policy

Response

3.3 Clause 12.2 {b) — Disability grantees and/or
medical boarded persons

¢ Request by SAPOA to increase maximum
household income from R17 489 to R20 000.

o To revise the wording under clause 12.2.1
(a) aregistered owner(s) of the property;

{9} the owners of the object which is
categorised as “residential”

e The maximum gross monthly household income

has been increased from RS 531 to R9 884 for
the 2026/27 financial year. The increase is based
on the annual increase in the stafe pension.

Paragraph (g) will be removed and paragraph (a)

wiil be amended as foliows:

{i) aregistered owner(s) of the property
categorized as “residential”

All other paragraphs under this clause will remain
as the Municipality deem it necessary to include
such paragraphs to ensure proper controls and
full records for financial management and audit
purposes.

3.5 Additional Exemptions, Reductions and Rebates

¢ Request by SAPOA that certain properties be
exempted from payment of rates, or a
substantial rebate be granted on those
properties.

Engagements are still on-going to assess whether
the Municipality is in a good financial position to
grant additional rebates or'not. As soon as
engagements are finalized SAPOA will be notified
of the outcome thereof.

5. Clause 24 - Date of implementation

o Implementation date to be comected under this
clause

The input is noted and the implementation date
will he corrected, should be 01 July 2026.

7. Addendum
» Request to reduce Vacant Land and Township
Establishment rate ratios 0 1,0:1,0

The input is noted, however the Municipality will
maintain the current ratios as they are. The higher
rate for vacant land is not to penalize but to
discourage the pro-longing of developing vacant
land. The township development rate cannot be
the same as residential as the township developer
develops fownships for commercial purposes.

BUDGET GUIDELINES AND PRINCIPLES
The following principles were adopted during the TBSC and the BSC:

. The 20262027 MTREF must be funded;

. All expenditure must be planned, appropriated, and managed within the limits
of realistic, credible, and sustainable revenue projections. No expenditure may
be incurred unless it is supported by assured and measurable revenue streams;

. Stringent expenditure controls to maintain an operating surplus, to ensure that
there is a sufficient cash coverage ratio to meet current obligations as and when
they fall due;

. Strategic procurement of good with focus on economies of scale, and stopping
financial leakage through value for money;

. Explore alternative service delivery model with focus on operational efficiency.

. Reduce reliance on contracted services and create internal capacity within
available resources;

. Accelerate programmes that are meant to reduce Water and Electricity losses;
and

o Enhance revenue generation and revenue protection initiatives.
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In support of the City's long-term infrastructure renewal and financial sustainability
objectives:

. The City to progressively increase its own funding allocation towards capital
over the medium-term period;

. It is recommended that a portion of contracted services be redirected towards
the capital budget. This allocation be adopted as a guiding budget principle
going forward, forming part of the City’s medium- to long-term financial planning
framework; and

. Strengthening capital investment will be critical to addressing infrastructure
backlogs, improving service delivery, enhancing revenue-generating assets,
and supporting the overall financial resilience of the municipality.

NATIONAL TREASURY MFMA BUDGET CIRCULAR 134

Following MFMA Circular 132 on 5 December 2025, The National Treasury issued
MFMA Circular 134 on 20 February 2026 to provide guidance on the compilation of
the 2026/27 MTREF.

Among the objectives of the budget circulars are to demonstrate how municipalities
should undertake annual budget preparation in accordance with the budget and
financial management reform agenda by focusing on key game changers. These
game changers include ensuring that municipal budgets are funded, revenue
management is optimised, assets are managed efficiently, supply chain management
processes are adhered to, mSCOA is implemented correctly and audit findings are
addressed.

The following require specific mentioning:

o Real Gross domestic product (GDP) growth is forecast to strengthen, averaging
1,8% over the medium-term.

» Headline inflation declined to 4,4% in the fourth quarter of 2024/25, resulting in
average inflation of 4,4% for the year and estimated to be 3,2% for 2025/26.

« Consumer inflation is projected to average 3,4% in 2026/27 3,3% in 2027/28 and
3,2% in 2028/28.

+ For the 2026/27 financial year, the overall direct allocations to local government
amount to R182,3 billion, made up of R110,1 billion in the local government
equitable share; R54,7 billion in direct conditional grants and R17,5 billion in the
General fuel levy sharing with metros. These allocations aileviate some of the
financial pressures, particularly in basic services, where the costs of providing
services are rising. The overall direct allocations to local government grow by an
annual average rate of 3,1% and the local government equitable share and related
allocations grow by 4,4% over the 2026 MTEF period.

Metro Trading Services Reforms

The Metro Trading Services Reform programme is a national government initiative,
endorsed by Cabinet and one of government’'s priority programmes fo support
economic development and improve social outcomes during the current
administration.

The City of Tshwane is participating in the Metro Trading Services Reform
programmes to unlock funding through the incentive component of the Urban
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Development Financing Grant. The reform is part of the City's institutional review,
and the final organizational structure is included in the budget.

The programme is currently rolled out in two cohorts, namely:
. Cohort 1, comprising of Energy & Electricity and Water & Sanitation services
. Cohort 2, comprising of Waste Management

Participation in the programme has requirements in terms of preparation and
approval of Reform Strategies, Business Investment Plans and Performance
Improvement Action Plans.

The City has made progress in respect of aligning the trading services operations to
create an enabling environment for Single Point of Management Accountability aimed
at improving service reliability and quality.

The Cohort 1 services included the updated PIAP Version 2 submission with the
performance targets aligned to the reform objectives in terms of accountability,
financial and operational performance.

Independent assessment will be conducted through National Treasury in respect of
the set performance targets to determine eligibility for participation in the programme .
and future incentives allocations.

Water & Sanitation Business Unit

The Water & Sanitation Trading Services Reform Strategy has generated a second
version of its Performance Improvement Action Plan (A3-PIAP_v2).

The metro frading services reform has conditions in respect of achieving specific
accountability, financial and operational performance over the next five years, upon
approval of this A3-PIAP_v2Council commits itself to funding the operating and
capital expenditure initiatives to turnaround the Water & Sanitation Business Unit
performance, as contained in the budget annexure V.

The City is 'tabling improvement capex (capital expenditure) of R388,7 million in the
2026/27 financial year that escalates to R1,1 billion in the 2028/28 financial year to
fund the trading reforms related to the Water & Sanitation Business Unit.

Furthermore, the City is tabling improvement opex (operational expenditure) of
R61,0 million in the 2026/27 financial year that escalates fo R94,5 million in the
2028/29 financial year.

Energy & Electricity Business Unit

The Energy & Electricity Trading Services Reform Strategy has generated a second
version of its Performance Improvement Action Plan (A3-PIAP_v2).

The metro trading reform has conditions in respect of achieving specific
accountability, financial and operational performance over the next five years, upon
approval of this A3-PIAP_v2Council commits itself to funding the operating and
capital expenditure initiatives to turnaround the Energy & Electricity Business Unit
performance, as contained in the budget annexure V.
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The City is tabling improvement capex (capital expenditure) of R439,8 miillion in the
2026/27 financial year that escalates to R631,3 million in the 2028/29 financial year
to fund the trading reforms related to the Energy & Electricity Business Unit.

Furthermore, the City is tabling improvement opex (operational expenditure) of
R30,7 million in the 2026/27 financial year that escalates to R47,3 million in the
2028/29 financial year.

Solid Waste Management Business Unit

The Solid Waste Management Trading Services Reform Strategy has generated a
first version of its Performance Improvement Action Plan (A3-PIAP_v1).

In approving this A3-PIAP_v1, Council commits itself to achieving eight Minimum
Commitments by the end of 2026/27. Indicative targets for accountability, financial
and operational performance indicators over the next five years are also presented.

Council must fund the operating and capital expenditure initiatives that will improve
SWM performance. Solid Waste received an amount of R102 million from the Urban
Development Financing Grant.

Service Compacts for the Trading Services

The Performance Improvement Action Plan (A3: PIAP) has 8 (eight) minimum
commitments. One of these minimum commitments is the development of a service
compact.

The METRO will by July 2026 have implemented a service compact (for Water &
Sanitation and Energy & Electricity business units attached to the report as
Annexures V6 and V7), clarifying the separation of roles between service authority
and service provider, and defining accountabilities and authorities accordingly, as per
M1 (SPoMA Service Compact).

The service compacts describes in detail the following aspects.

a) Functional scope of the Business Unit and the associated delegations

b) Service level agreements

c) How assets are managed

d) Performance agreements

e) The financial relationship between the City and the Business Unit

f) Governance matters governing the Business Unit eg principles and practices,
value for money and corruption, transparency

)] Contractual matters

NATIONAL TREASURY BENCHMARK ENGAGEMENT

The 2026/27 budget and IDP benchmark engagement with the National Treasury was
held on 29 April 2026.

The following recommendations were made by the National Treasury.
(Unaltered):

The City will:
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Submit their 2026/27 Annual Procurement Plan to NT OCFPO.

Share with NT OCPO progress on SCM processes for Capital Budget planned
spending;

Reach out to e Thekwini for benchmarking on the best payment rates for water
tankering services;

Share with NT the cost of water-tankering services for 2023/24 to 2024/25
including latest spending up to 31 January 2026;

Share with NT the advert for SPOMA appointment before advertising.
Accelerate the process to become mSCOA compliant;

Submit the 2026/27 mSCOA road map and quarterly progress reports for 2026
to GoMuni/ GoUpload;

Ensure that the city fully align with the metro trading services reform institutional
related aspects before the end of the FY;

Action comments on the MTRS evidence letter before adoption of PIAP by
council;

Include the table for the metro trading services projects in the tabled budget;
and

Invite the NT to mayoral committee regarding the prioritisation of major projects.

DISCUSSION OF THE 2026/27 MTREF

Section 17(1) of the MFMA requires that the annual budget of the municipality must
be in the prescribed format as follows:

Setting out realistically anticipated revenue for the budget year from each
revenue source;

Appropriating expenditure for the budget year under the different votes of the
municipality;

Setting out indicative revenue per revenue source and projected expenditure by
vote for the two financial years following the budget year; and

Setting out the estimated revenue and expenditure by vote for the current year
and actual revenue and expenditure by vote for the financial year.

2026/27 MTREF BUDGET APPROACH

Key to the 2026/27 MTREF is maintaining a funded budget, stabilising the city’s
financial position and enhance service delivery within the available resources.

The 2026/27 MTREF is compiled considering the City's revenue sources and their
realistic state of collection (cash flow) to ensure that all proposed expenditure is linked
to a funding source. The priorities outlined below serve as a foundation for the
2026/27 MTREF.

Financial stability and revenue enhancement;

[nfrastructure development and service delivery acceleration;
Economic revitalisation and investment attraction;

Safe and clean city;

Social services and community well-being; and
Strengthening governance and customer care

OPERATING BUDGET
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The City is tabling an operating revenue budget (excluding capital grants and
contributions) of R57,1 billion in the 2026/27 financial year that escalates to
R62,4 billion in 2028/29. The revenue represents an increase of 7% against the
2025/26 adjustment budget.

The operating expenditure amounts to R55,7 billion in the 2026/27 financial year (an
increase of 7% against the 2025/26 adjustment budget) and escalates to R61,1 billion
in the 2028/29 financial year. An operating surplus of R1,4 billion is budgeted for the
2026/27 financial year, to be used towards capital projects that are not funded from
conditional grants and towards ensuring that there is cash available to fund the
budget.

The table below indicates the high-level consolidated 2026/27 MTREF:

Table 1: Consolidated budget summary

Adjusted hudgst Budget2026/27 | % | Budgete2027/28 Budget 2026728
2025/26
Total Revenue B3AMAS200056|  57106892,50.22 (6.9% |  60,859203,702.79|  62,434,033,465.10
Total Expenditure 52,27,39,895.38 |  55,693,109,544.59 | 6.6% 59,071,608,498.70 61,071,462,153.9
Surplusi{Deficit) excluding capital transfers 1,208,052,105.18 1,413,782, 705,63 1,787,675,204.08 136257131144
Transfers Recognised - Capital 2,314,486,20038 | 2,163,866,330.00 |-6.5% 2,364,79,884.00 2,658,062.280.00
Grand Total IS8 AM36 | 3,577,640,005.63 | 1.6% 4,152,474,098.08 4,020,623,59L.14
Taxation 559,503.90 575,170.01 | 2.8% 89,2477 599,685.00
Surplus A Deficit) for the year 3,521,988,900.46 3,571073,865.62 4,151,862,823.31 4,020,023,906.14

REVENUE FRAMEWORK

In determining the tariff increases for the 2026/27 MTREF, the City took note of the
current economic conditions and their impact on the residents of Tshwane.

The challenge remains to. ensure that the proposed tariffs are affordable to the
residents while at the same time ensuring that the City can recover the cost of
rendering the services.

The proposed electricity tariff increases are linked to the increases approved by the
National Energy Regulator of South Africa (NERSA) to Eskom while water tariffs are
linked to Rand Water bulk purchases.

The following table is a high-level summary of the operating revenue per category:
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Description Adjustment Budget Budget 2026/27 % Estimate 2027/28 Estimate 2028/23
2025/26

Revenue

Exchange Revenue
Service Charges - Electricity 19,984,755,254.96 21,445,795,152.89 | 7.3% 23,359,292,529.21 24,116,389,890.13
Service Charges - Water 6,906,903,984.02 7,666,226,159.83 | 10.8% 8,455,185,263.75 8,725,751,192.17
Service charges - Waste Water Management 1,914,944,873.61 2,010,692,117.27 | 5.0% 2,111,226,723.13 2,178,785,978.28
Service charges - Waste Management 2,098,269,712.00 2,184,298,770.27 | 4.1% 2,169,929,468.79 2,239,367,211.80
Sale of Goods and Rendering of Services 557,328,726.23 577,987,267.88 | 3.7% 597,060,847.73 616,165,794.87
Agency Services - - - -
Interest - - - -
Intesest earned from Receivables 1,484,848,497.26 1,566,511,683.01 | 5.5% 1,652,688,418.67 1,543,801,481.98
Interest earned from Current and Non Cusrent Assets 155,119,522.52 156,427,622.97 | 0.8% 158,(182,733.35 159,670,398,62
Dividends - - -
Renton Land 48,961,813.00 53,412,887.00 | 9.1% 53,412,887.00 55,122,099.38
Rental from Fixed Assets 235,986,935.31 252,134,484,18 | 6.8% 261,710,409.50 271,334,392,77
Licences and Permits 42,227,278.57 43,789,687.88 | 3.7% 45,234,747 .57 46,682,259.48
Spectal rating levies -
Construction Contract Revenue - - -
Development Charges 224,570,127.19 225,492,553.67 231,729,961.60
Cperational Revenue 670,079,524.27 439,932,901.77 | -34.3% 454,616,273.08 469,286,128.85

Non-Exchange Revenue - -
Property Rates 11,195,496,101.76 11,784,877,983.20 | 5.4% 12,149,222,469.23 12,537,997,588.22
Surcharges and Taxes -] - - -
Fines, penalities and forfeits 289,102,743.72 298,760,339.37 | 3.7% 309,652,430.57 319,561,308.34
Licences and Permits 459,138.75 476,12792 | 3.7% 491,840,14 507,579.03
Transfers Recognised - Op: 5,245,938,361.38 5,555,452,619.70 | 5.8% 5,758,808,108.72 5,838,363,715,02
Interest 934,618,532.20 969,199,417.89 | 3.7% 1,001,182,998.68 772,042,484.55
Fuel Levy 1,666,411,000,00 1,875,347,000.00 | 12.5% 2,095,993,000.00 2,311,473,000.00

Tatal Revenue {exctuding Capltal Transfers and Contrlt 53,435,452,000.56 57,106,892,250.22 | 6.9% 60,859,283,702.79 62,434,033,465.10
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Figure 1: Operating revenue by source

Property rates

The proposed tariff increment for property rates is 5,0% for implementation on

1 July 2026.

The first R15 000 value of all residential properties is legislatively impermissible for
the charging of property rates, and a further valuation reduction of R235 000 is
granted by Council for the charging of property rates. All residential properties are
thus not charged any property rates on the first R250 000 of the value and registered
indigents pay no property rates.

Rebates to pensioners and people with disabilities were updated in the Property
Rates Policy for 2026/27.
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Electricity services

The proposed tariff increment for electricity is 8,8% for implementation on
1 July 2026. The increase is in line with the guideline for the bulk purchase increase
from Eskom. Eskom was granted a bulk tariff increment of 9,01% by NERSA.

Registered indigents are granted 100 kWh free of charge. However, all properties
below the threshold will automatically qualify for free basic services.

Water services

The proposed tariff increment for water is 10,0%. The budgeted revenue for water
services increased by 10,8% and the bulk purchase tariffs for Rand Water increased
by 10%.

Registered indigents are granted 12k{ water free of charge.

Sanitation revenue

Sanitation charges are calculated according fo the percentage of water discharged
and a 5,0% tariff increment is proposed.

Refuse removal revenue
A tariff increase of 4,1% is proposed for refuse removal services.

Details of the proposed tariff schedules and other services are set out in Annexures
Dtol. '

Grant funding
The total grants allocated for the 2026/27 financial year amount to R7,7 billion.

The total amount allocated for the 2026/27 financial year on operating granis is
R5,5 billion and the infrastructure allocation is R2,1 billion.

The City's equitable share allocation is R4,9 billion and the Public Transport Network
Operating Grant is R332 million.

Urban Development Financing grant amounts to R1,1 billion for Trading Services.
National allocations in terms of the Division of Revenue Bill have been factored in the
2026/27 MTREF. The Provincial grants amount to R117 million for operational grants

and R8,9 million for Capital transfers and granis.

Other grants providers (HCT-SHRA) amounts to R13,8 million and allocation in-kind
amounts to R9,9 million for Integrated National Electrification Programme.
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Description 2026127 Medium Term Revenue &
Expenditure Framework
Budget Year | Budget Year | Budget Year
R thousand 2026/27 | +12027/28 | +2 2028129
RECEIPTS
Operating
National Government
Local Government Equitable Share 4,898,214 5,183,063 5,255,861
Finance Management Grant 2,200 2,300 2,400
Urban Setilement Development Grant 12,462 11,062 9,123
Expanded Public Works Programme incentive (EPWP) 12,798 - -
Public Transport Network Operations Grant 332,038 302,942 273,388
Informal Settlements Upgrading Partnership Grant 18,819 21,745 22,421
Urban Development Financing Grant 161,899 124,752 157,549
Total Operating/National Government 5,438,432 5,645,864 5,720,742
Provincial Government
Monetary Allocations
Primary Health Care 73,402 73,402 76,705
HIV/AIDS 30,719 30,719 32,094
Community Libraries 12,900 8,823 8,823
Total QOperating/Provingial Government 117,021 112,944 117,622
Total Operating 5,565,453 5,758,808 5,838,364
Capital
National Government
Urban Settlement Development Grant 402,932 357,678 284,975
Informal Settlements Upgrading Partnership Grant 608,493 703,084 724,935
Public Transport Infrastruciure & Systems Grant 159,800 165,870 195,800
Integrated National Electrification Programme - - 8,000
Urban Development Financing Grant 969,913 1,122,767 1,417,942
Total Capital/National Government 2,141,137 2,349,399 2,641,652
Provincial Government
Community Libraries 7,900 15,400 15,853
Functional Fire and Rescue Services 1,000 - -
Total Monetary Allocations 8,900 15,400 15,853
Allocations In-kind
Integrated National Electrification Programme 9,975 8,408 53,578
Total Allocations In-kind 9,975 8,408 53,578
Total Capital/Provincial Government 18,875 23,808 69,431
HCT-SHRA 13,828 - -
Total Capital/Other Grant Providers 13,829 - -
Total Capital 2,173,841 2,373,207 2,711,083
TOTAL RECEIPTS OF TRANSFERS AND GRANTS 7,729,294 8,132,015 8,549,447

The total grant allocations for 2026/27, 2027/28 and 2028/29 are R7,7 billion,

R8,1 billion and R8,5 billion, respectively.

EXPENDITURE FRAMEWORK

The following table is a high-level summary of the 2026/27 MTREF operating

expenditure (classified per main category):
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Table 4: Operating expenditure by category

Description Adjustment Budget Budget 2026/27 % Estitnate 2027728 Estimate 2028/29
2025/26
Expenditure

Employee related costs 13,216,831,530.60 13,956,651,984.29 | 5.6% 14,582,803,212.66 15,0689,932,493.47
Remuneration of councitlors 174,172,871.70 182,010,65G.90 | 4.5% 180,110,124.91 198,570,025.41
Bulk purchases - Electricity 17,277,741,810.00 18,850,016,314.71 | 9.1% 20,565,367,799.35 21,223,459,568.93
Inventory Consumed 5,582,201,007.00 6,074,268,466.45 | 8.8% 6,777,050,510.71 6,891,324,162.06
Materials- Parent 707,223,206.00 744,198,684.40 | 5.2% 947,216,626.24 974,880,762.21
Materials- Entity 4,785,404.00 2,909,265.84 2,892,327.30 3,029,712.84
Butk water 4,870,182,397.00 5,327,180,516.21 | 9.4% 5,826,941,657.17 6,013,403,687.01
Debt Impairement 5,370,88%,730.10 6,094,591,809.82 | 13.5% 6,518,554,061.41 6,971,305,100.73
Depreciation amortisation 2,450,260,508.62 2,542,529,433.45 | 3.8% 2,624,790,464.91 2,708,923,556.00
Interest 1,686,887,453.31 1,742,498,218.96 | 3.7% 1,530,542,283,18 1,516,669,103.40
Caontracted services 4,619,853,850.00 4,428,806,148.72 | -4.1% 4,419,846,857.78 4,482,011,962.11
Tranfers and subsidies 10,318,161.98 10,687,501.94 | 35% 10,644,164.76 10,879,131.34

lrrecoverable debts written off - - - -
Operationat Costs 1,837,741,812.00 1,810,966,422.80 | -1.5% 1,851,844,953,90 1,898,231,504.07
Loss an Dispossal of PPE 501,160.07 52,592,565 54,065.14 55,146.44

Other Losses - - - -
Total Expenditure 52,227,399,835.38 55,693,109,544.50 | 6.6% 59,071,608,498.70 61,071,462,153.96
Surplus/(Deticit) before Transfers recognised - Capitat 1,208,052,105.18 1,413,782,705.63 1,787,675,204.08 1,362,571,311.14

The operating expenditure equates to R55,7 billion in the 2026/27 financial year and
escalates to R61,1 billion in the 2028/29 financial year. The fotal operating
expenditure increased by 6.6% against the 2025/26 adjustment budget, mainly on
bulk purchases and non-cash items.

The following graph illustrates the percentage each expenditure group contributes to
the total expenditure for the 2026/27 financial year:

Expenditure by category

Contracted services _ Tranfers and subsidies Operational Costs
RA4,423,806,149 c .-.R1,810,966,423
7.94% Ru;.%zz.:oz " 3.26%
: 7'\ L _.  LossonDispossal of PPE
Interest R1,742,498,219_ Y _ = e R52,593
3.13% k o B — 0.00%
Depreciation amortisation raTet T S reTs i
R2,542,529,433 N T ey T
4.57% 25.06% Remuneration of councillors
—— R182.010,651
0.33%

Debt Impairement
R6,094,591,810
. 10.94% Butk purchases- Etectricity
R18,850,016,315
33.85%

lwventery Consumed.__ !
R6,074,298,466
10.921%

Figure 2: Operating expenditure by type
The expenditure categories are discussed as follows:
Employee-related costs

The budget has made a provision for a salary increase of 4,75% for 2026/27 financial
year.

Remuneration of councillors

The cost associated with the remuneration of councillors is determined and informed
by the Remuneration of Public Office Bearers Act, 1998 (Act 20 of 1998).
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Debt impairment

A provision of R6 billion was made for debt impairment based on collection level of
90%.

Depreciation and asset impairment

Depreciation and asset impairment amount to R2,5 billion for the 2026/27 financial
year, which equates to an increase of 3,8% when compared to the 2025/26
adjustment budget.

Finance charges

Finance charges amount to R1,7 billion in the 2026/27 financial year and include
interest on long-term loans.

Bulk purchases

Compared to the 2025/26 adjustment budget, electricity bulk purchases have
increased by 9,1% to R18,8 billion and is aligned to the electricity bulk purchase tariff
increase from Eskom.

Inventory Consumed

Inventory consumed increased by 8,8% mainly on Bulk water purchases in line with
the proposed Rand Water increment.

Contracted services

Contracted services decreased by 4,2% when compared to the 2025/26 adjustment
budget, in line with the City’s initiative of managing expenditure downwards to
improve liquidity. Furthermore, departments redirected a portion of contracted
services towards acquisition of own machinery and vehicles as part of creating
internal capacity.

As part of the strategy to create internal capacity and reduce reliance on contracted
services. The following reassignments were implemented,;

1. Reduction of water tankers in formalised areas towards
a. Own tankers, pipe replacements, water purification, R110 million
telemetry and bulk metering

2. Reduction of household removal contract towards acquisition
of own trucks, Bin tracking and tagging system

3. Reduction of maintenance contracts at Regional Operations
and Coordination to cater for own machinery and Jet patcher

4. Watchman Services was reduced to cater for the
establishment of the Real Time Crime Control Centre R104 million
(RTCCC) and uniform for asset protection unit

5. Energy and Electricity Trucker Loader Backhoe (TLB), Forklift,
Command Centre Vehicle etc

6. Shared services fleet diverted operating budget towards
purchasing of own vehicles (City Wide)

R55 million

R22.,4 million

R30 miltion

R23 million
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Operational Costs

Compared to the 2025/26 adjustment budget, this group decreased by 1,5% in line
with the City's initiative of managing expenditure downwards to improve liquidity.

Consolidated Repairs and maintenance

An amount of R1,4 billion has been provided for repairs and maintenance in the
2026/27 financial year, an increase of 1,4% when compared to the 2025/26 adjusted
budget. A portion of contracted services linked to repairs and maintenance was
redirected to capital expenditure for acquisition of own machinery and tools as part
of creating internal capacity.

Table 5: Repairs and maintenance by function — Consolidated

- 2026727 Medium Term Revenue & Expenditure
Dascription
Adjusted Framework

Budget Budget Budget Budget

R thousand Year % Year +1 Year +2

2026/27 2027128 2028/29

Repairs and maintenance expenditure by Asset Class/Sub-class

Infrastructure 800,412 847,337 5.86% 942,069 995,482
Roads Infrastructure 91,241 98662 8.13% 128,944 132,998
Storm water nfrastructure 10,828 10,4351 -3.63% 11,266 11,626
Electrical Infrastructure 379,460 378,323 | -0.30% 422,947 444 580
Water Supply Infrastructure 179,905 202,944 | 12.81%| 214,484 230,896
Sanitation Infrastructure 128,976 148,507 | 15.14% 155,694 166,428
Solid Waste Infrastructure 6,941 7157 3.11% 7,399 7,597
Rail Infrastructure 3,060 1,308 | -57.25% 1,334 1,377

Coastal Infrastructure - - - -

Information and Communication Infrastructure - - - -
Community Assefs 150,259 143,205 | -4.69%| 154,026 159,000
Communily Facilities 124,348 126,367 | 1.62% 127,011 131,124
Sport and Recreation Facilities 25,911 16,838 | -35.02% 27,015 27,879
Investment properties 30,131 30,733 ( 2.00% H,348 32,351
Other assets 94,701 95,538 | 0.88% 87,686 90,210

Biological or Cultivated Assets ; - - - -
Intangible Assets 63,328 64613 | 2.03% 65,920 68,029
Gomputer Equipment 64,5864 67,194 | 3.59% 69,356 71,575
Furniture and Office Equipment 31 3181 2.21% 325 335
Machinery and Equipment . 53,556 42,043 | -21.50% 43,056 42,312
Transport Assets 209,116 196,272 | -6.14%| 215996 222,980
Totat Repairs and Maintenance Expenditure 1,466,678 | 1,487,252 | 1.40%| 1,609,780 | 1,682,984




Operating budget per vote
The following table represents the 2026/27 MTREF per department/vote:

Table 6: Operating revenue and expenditure per vote (parent)
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Adjustment Budget Budget 2026/27 Estimate 2027/28 Estimate 2028/23
Department 2025126

Revenue by Department
City Stratagy and Cperational Performance - - - -
Communication, Marketing and Events - - - -
Community and Social Development Services 28,980,159 28,340,889 11,553,105 11,640,468
Customer Relations Management 32,965 34,185 35,313 36,443
Economic Develepment and Spatial Planning 567,470,232 526,371,960 546,436,359 564,238,745
Emergency Senvices 10,079,290 10,452,224 10,797,147 11,142,656
Energy and Electricity 20,947,318,578 22,481,931,431 24,467,382,462 26,179,831,737
Environment and Agriculture Management 2,200,832,958 2,301,192,117 2,293,243,552 2,369,507,830
Group Audit and Risk - 59,924.291 61,901,720 53,882,575
Group Financial Senvices 18,730,243,265 19,812,306,793 20,710,827,182 21,164,434,948
Group Human Capital Management 28,463,782 25,516,942 30,491,001 31,466,713
Group Legal and Secretarial Services 5351.889 364,909 376,951 389,014
Group Property 106,216,317 03,447,687 96,531,461 99,620,468
Health 106,042,000 110,861,500 111,083,937 115,984,750
Human Settlements 72,350,789 59,231,027 61,686,472 61,340,431
Gifice of the Chief Whip - - - -
Office of the City Manager 55,200,000 60,000,000 - -
Office of the Executive Mayor . - - - -
Office of the Speaker - - - -
Regionat Operations and Coordination 33,288,886 34,520,575 35,901,539 36,973,523
Roads and Transport 758,458,162 810,656,898 786,170,344 771,912,379
Shared Senvices - - - -
Tshwane Metro Police 304,518,509 315,786,730 326,207,693 336,646,339
Water and Sanitation 10,338,448,664 11,312,875,035 12,296,034,908 12,632,620,933
Total Revenue {excluding capital transfers) 54,288,207,445 £8,047,855,124 61,846,661,144 63,451,669,351
Expenditura by Depariment
City Strategy and Operational Performance 63,746,949 67,209,235 70,190,530 72,516,658
Communication, Marketing and Events 99,236,715 103,769,021 108,288,222 111,893,621
Community and Social Development Services 507,561,047 522,872,801 530,181,027 547,347,619
Customer Relations Management 286,988,691 307,216,689 318,827,871 320,336,353
Economic Devetopment and Spatial Planning 783,801,645 743,189,956 764,186,458 789,434,440
Emergency Services 995,867,302 1,047,672,963 1,0980,513,297 1,126,947,871
Energy anc Electricity 20,699,539,037 22,654,494,086 24,544,236,511 25,380,079,745
Environment and Agriculture Management 2,042,561,954 2,073,328,817 2,146,661,242 2,233,068,435
Group Audit and Risk 190,355,308 474,200,931 491,208,170 507,122,697
Group Financlal Services 4,887,929,493 4,852,424,134 4,921,826,456 5,026,407,278
Group Human Capital Management 532,555,794 536,193,615 559,881,174 579,078,046
Group Legal and Secretarial Services 230,428,995 238,497,258 246,627,922 254,699,734
Group Property 952,884,627 087,845,515 1,016,631,881 1,049,387,427
Heatth 575,549,721 615,283,515 640,050,681 662,186,017
Human Settlements 785,489,710 796,687,531 820,494,202 844,346,617
Office of the Chief Whip 212,373,355 222,930,032 231,922,532 241,554,733
Oftice of the City Manager 338,777,188 331,719,959 276,327,233 285,508,222
Otfice of the Executive Mayor 83,668,872 88,024,008 91,641,334 95,000,109
Office of the Spaaker 200,214,740 209,399,200 218,592,812 225,893,739
Repional Operations and Coordination 1,846,295,050 1,892,808,497 1,991,774,210 2,057,152,421
Roads and Transport 1,736,603,520 1,775,860,279 1,500,585,323 1,619,994,984
Shared Sefvices 1,315,9172,929 1,339,010,294 1,408,095,795 1,451,427,993
Tshwane Metro Police 4,111,657,537 4,191,988,184 4,267,258,196 4,316,819,166
Water and Sanitation 9,699,819,069 10,562,925,003 11,506,230,03% 12,082,483,502
Total Expenditure 53,080,824,147 56,634,651,523 60,059,577,215 62,089,698,325
Surplus/{Deficit) 1,207,473,298 1,413,203,601 1,787,083,929 1,361,971,626

The above table reflects the parent figures, including internal charges.
The following are some of the operating programmes within the operational budget

per department:
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Office of the City Manager

s Local Government Elections — R7 million;

e Professional services: Project management (Enterprise Project Management
Unit) — R3,7 million.

« Programme Project Preparation Support Grant — R60 million.

Community and Social Development Services Department

e Expanded Public Works Programme initiatives — R53,4 miilion;
o Personnel and labour — R40,6 million City contribution and R12,8 million
EPWP grant allocation);
» Protective clothing — R4,5 million;
« Community development
o Tshwane Food Bank — R4,1 million;,
.o Early childhood development centres — R2,9 million {Consumables and repairs
and maintenance);
o Recreational facilities (repairs and maintenance) — R5,5 million;
o Sports and community facilities (repairs and maintenance) — R4,4 million

Economic Development and Spatial Planning Department

Infrastructure repairs and maintenance — R50 million mainly covering the Market;
Market trading system license — R5,4 million;

Aerial photography (Geomatics unit) — R3,7 million;

Cleaning services (Market) — R11,4 million.

Emergency Services Department

e OHS expenditure (Firefighting equipment, air conditioning, buildings and
maintenance materials) — R4,5 million;
¢ Uniform and Protective Clothing— R15,3 miillion.

Energy and Electricity Business Unit

s Maintenance of Electricity infrastructure — R378 millidn;
¢ Prepaid commission — R55,6 million;
¢ Bulk purchases: Electricity — R18,8 billion.

Environment and Agriculture Management Department

« Household refuse removal (includes illegal dumping) — R566 million a decrease
of 6% from the previous financial year;

» Repairs and maintenance of resorts, dumping sites, nature reserves, solid waste
containers — R39,9 million;

« Rental of plant and equipment — R33,4 million;

» Rental of vehicles — R28,2 million.

Group Financial Services

« Revenue enhancement: Debt collection — R210,4 million;
o Meter reading — R88,9 million;



18

o Debt collection — R33,5 million; and
o Third party cash collection services — R87,9 miillion;
e External audit and accounting services — R64,2 million;
e General Valuation Roll — R6,1 million;
e Electricity connections/disconnections (credit control) — R93,9 million.

Group Audit and Risk

¢ Administrative and strategy planning
o Internal audit — R19 million;
o Forensic audit — R36,7 million.

+ [nsurance
o Insurance premiums — R223,7 million;
o Excess payments — R6,5 million;
o Insurance claims — R8,7 million;
o Claims paid to third parties — R8,4 miillion;

Communication, Marketing and Events

e Citywide Council functions and events — R5,2 million;
e General publicity and media — R4,7 million;
» External language services — R2 million.

Group Human Capital Management

» Capacity-building, learnerships, internships, training and development -
R12,1 million;

e Community development: Education and training (bursaries) — R4,9 million;
Legislated training board fees — R109,3 million;

¢ Legal costs (labour relations) — R38,1 million.

Group Legal and Secretariat Services
e Legal costs — R106 million.
Group Property

¢ Municipal properties
o Building rentals — R110,2 million;
o Leased buildings — R55,4 million
o Tshwane House unitary payment — R356,8 million;
o Cleaning services — R14,3 million;
o Cleaning materials — R6,2 million;
o Repairs and maintenance of buildings and equipment — R52,9 million.

Health Department

Sustain Drug and Substance Abuse Response Programme — R30,6 million;
Repairs and maintenance of clinics — R10,9 million;

Sustain the MultiSector HIV/TB/STI's Response — R21,5 million; and
Operationalisation of Lusaka clinic — R10,5 million.
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¢ Overtime to maintain and sustain the Saturday clinic services R200 thousand
o Extended Health care hours at Phomolong Click R3 million.

Human Settlements Department

Water tankers (rudimentary services} — R264,1 million;

Sanitation: Chemical toilets — R80,4 million;

L eased buildings — R34,8 million;

Management of informal settlements — R12,9 million;

Civil engineering — R39,8 million (USDG — R9,9 million, ISUPG — R18,8 million,
R11,1 million internal funds),

¢ Personnel and labour — R1,5 million (part of USDG grant).

Office of the Speaker

+ Ward committees: Stipends — R7,4 million;
o Audio-visual services — R3 million.

Tshwane Metro Police Department

Uniforms and protective clothing — R41,4 million;

Prevention of illegal land invasion — R55,3 million;

Aarto Postage — R18,8 million;

Security services (contracted service) — R475 million, a decrease of 17% from the
2025/26 budget allocation.

Regional Operations and Coordination Department

« Repairs and maintenance of infrastructure and facilities, split as follows:
o Roads — R31,1 million
o Rehabilitation of Sinkholes — R15,4 million;
o Centurion Lake {maintenance) — R7,9 million,
o Buildings, recreational facilities, grounds and other maintenance -
R49,1 million;
Firefighting equipment, tools, lights, air conditioning and other equipment —
R2,3 million;
o Maintenance materials — R2,5 million;
¢ Network charges — R5,2 million;
s Uniforms and protective clothing — R5,6 million; and
¢ Rental of plant and equipment — R13,1 million.

0

Roads and Transport Department

» Public Transport Network Operations Grant expenditure as split;

Bus Operations - R59 million;

Bus Station Management - R3,6 million;

Final Compensation — R132,4 million;

Cleaning Services— R2,4 miillion;

Security Services— R13 million;

Customer/Client Information — R20 million;

Advanced Public Transport Management System maintenance — R3,5 million;
Maintenance BRT Infrastructure - R15 million;

 CC OO0 000
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Project Management services — R19,7 million;

Occupational Health & Safety- R1 million;

TITA- R6,3 million

ER and Monitoring— R11,8 million

Maintenance Building and Transport Facility — R5,4 million;

Auto Fare Collection Systems — R28,8 million;

Advanced Public Transport Management System maintenance - R7,7 million;
o UTC Maintenance - R9 million

Cleaning services (licensing) — R6,9 million;

Vehicle tracking (buses) — R11, million;

Repairs and maintenance of buses, transport facilities, roads, buildings efc. —
R35,5 million;

Automated fare collection system (busses terminals) — R33,4 million;

Petrol and diesel — R47 million;

Air Traffic and Navigation — R12,3 million;

Traffic signals and control — R6,4 million.

O 000 O0C0C

Shared Services Department

Fleet Management (Vehicle rental of tracking system, vehlcle leases, petrol and
diesel) — R439 million; and

IT costs (internet fees, SAP support fees, specialised computer services,
cybersecurity, end user support and management information systems) —
R385 million.

Water and Sanitation Business Unit

Water purification works — R15,9 million;

Waste water purification — R121,9 million;

Bulk purchases: Rand Water — R5,1 billion;

Water tankers — R126 7 million, a decrease of 79% from the 2025/26 financial
year.

CAPITAL BUDGET

The compilation of the 2026/27 MTREF posed many challenges amongst others the
prioritisation, ranking and evaluating of projects that are competing for limited
financial resources. The capital budget for the 2026/27 MTREF is funded mainly from
grants with a conservative level of expenditure funded from own revenue. Included in
the 2026/27 capital budget are projects that are contractually bound, those with
proven status of readiness to implement and those that address strategic priorities.

The capital budget amounts to R2,8 billion for 2026/27, R3,5 billion for 2027/28 and
R3,8 billion for 2028/29.

The capital budget is funded from the following sources:

Internally generated revenue (including public contributions and donations) —
R692,4 million; and
Grant funding — R2,1 billion.
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The following table indicates the 2026/27 medium-term capital budget per funding

source:

Table 7: Capital budget per funding source

Funding Source Description 2026/27 MTREF

Budget % Budget Budget

2026/27 2027/28 2028/29
Council Funding 633,434,207 |22.18%| 549,788,150 556,323,967
Public Transport Infrastructure Systems Grant 159,800,000 | 5.59% 165,869,864 195,800,000
Neighbourhood Development Partnership Grant 49,326,000 | 1.73% - -
Urban Setflements Development Grant 402,932,180 [14.11% 357,677,800 294,975,060
Community Library Services 7,900,000 | 0.28% 15,400,000 16,400,000
Public Confribuions & Donations 59,000,000 | 2.07% 140,000,000 140,000,000
Informal Setlements Upgrading Parinership Grant 608,492,640 121.30% 703,084,130 724,935,320
Urban Development Financing Grant 920,586,560 [32.23%| 1,122,767,100 1,417,941,900
Social Housing Regutatory Authority 13,828,950 | 0.48% - -
Functional Fire and Rescue Services 1,000,000 | 0.04% - -
| TOTAL 2,856,300,538 | 100%| 3,554,587,044 |  3,854,376,247

The following graph illustrates the above table in terms of the allocations per funding

source:

Social Housing Regulatory Authority _
R13,828,950
0.48%

Urban Development Financing Grant
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Functional Fire and Rescue Services
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Partnership Grant
R608,492,640
21.30%

Figure 3: Capital budget per funding source

Capital budget per department

The following table indicates the 2026/27 medium-term capital budget

department:
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Department 2026/27 MTREF
Budget % Budget Budget
2026/27 2027/28 2028/29

Office of the COO R 128,326,000 | 4.49% 63,446,543 68,000,000
Community and Social Development Services R 15,000,000 | 0.53% 18,500,000 19,492,000
Emergency Services R 7,000,000 | 0.25% 6,000,000 6,000,000
Tshwane Mefro Police R 93,000,000 | 3.26% 128,000,000 128,000,000
Customer Retations Management R 350,000 | 0.01% - -

Economic Development and Spatfial Planning R 15,942,600 | 0.56% 27,000,000 49,400,000
Tshwane Economic Development Agency R 756,321 | 0.03% 756,321 623,967
Energy and Electricity R 597,268,127 [20.91% 836,531,364 748,353,520
Environment and Agricultural Management R 114523740 4.01% 142,776,710 168,596,380
Group Audit and Risk R 20,000,000 | 0.70% 20,000,000 20,000,000
Group Financial Services R 2,000,000 | 0.07% 1,000,000 -
Health Services R 23,000,000 | 0.81% - -
Human Setlements R 416,892,640 [14.59% 516,192,640 581,092,640
Housing Company Tshwane R 7,613,350 | 0.27% 1,000,000 1,000,000
Regional Operations and Coordination R 38,485,286 | 1.35% 28,485,286 10,200,000
Roads and Transport R 402,545,940 [14.09% 458,237,220 436,142,680
Shared Services R 253,015,600 | 8.86% 215,500,000 232,500,000
Water and Sanitafion R 720,780,933 {25.23% 1,074,660,960 1,369,475,060
TOTAL CAPITAL BUDGET 2,856,300,538| 100% 3,554,587,044 3,854,376,247

The following graph illustrates the above table in terms of the allocations per

department:
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Figure 4: Capital budget per department

The detailed capital budget indicating all projects per department is
Annexure A.
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Some of the main projects and key focus areas of the budget and IDP to be
addressed in the 2026/27 financial year include the following:

Community and Social Development Services Department

o (Capital movables (community libraries) — R11 million has been allocated for the
purchase of books, book security system, furniture and equipment.
e Upgrading of Refilwe stadium — R4 million

Economic Development and Spatial Planning Department
» Upgrading and extension of market facilifies — R15,9 million.
Emergency Services Department

» Upgrading and renovation of facilities — R4 million
* Emergency services tools and equipment — R3 million.

Energy and Electricity Department

Electricity for All - R74,5 million;
Tshwane public lighting programme — R24,2 million;
Prepaid electricity meters — R25 million;
Refurbishment of sub-transmission electrical infrastructure — R135 million:
o Watloo Substation- R15 million
o Refurbishment of Nyala Infeed station- R45 million
o Refurbishment of Rosslyn Sub Station- RS million
o Refurbishment Of Kwagga Infeed Substation- R70 million
New connections — R22 million;
o New bulk electricity infrastructure — R139 million:
o Monavoni 132/11KV Substation- R5 million
- Soshanguve - JJ 132KV Power Line- R50 million
Wildebees 400/132kV, 315MVA Infeed station- R40 million
Rama City 132kV Power Line- R15 million
Wildebees — Denneboom 132kV Power Lines- R5 million
o Denneboom 132kV Switching Station- R24 million
¢ Electricity Distribution Loss — R20 million
o Installation of capacitor banks — R20 million

O
O
O
e}

Environmental and Agricultural Management

Provision of waste containers — R14,6 million

Upgrade of Bronkhorstspruit Landfill Site — R52 million

Bin tracking and tagging system — R15 million

Centralised collection points Infrastructure (from illegal dumping) — R5 million
Installation of weighbridgdes at landfill sites — R25 million

Group Audit and Risk

+ Insurance Replacements — R20 million
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Group Financial Services
o (Capital Movables— R2 million.
Health Department

¢ New Lusaka Clinic — R23 million
o (Capital Movables (Lusaka Clinic) — R5 million

Human Settlements Department

o Bulk water provision — R147,3 miilion;
¢ Bulk sewer — R127,9 million;
¢ {onstruction of roads and storm water — R141,3 million.

Housing Company Tshwane

« Townlands Project - R3,9 million; and
¢ Furniture and Office Equipment — R4,2 million

Roads and Transport Department

Bus Rapid Transit transport infrastructure — R159,8 million;

Internal roads: Northern areas — R18,5 million;

Services for township developments — R30 million;

Flooding backlogs — R80,5 million;

Upgrading of roads and stormwater systems in Refilwe — R10 million;
Upgrading of roads and stormwater systems in Ekangala — R10,5 million; and
Pegasus canal — R13 million.

Regional Operations and Coordination

* Road Maintenance Equipment/Machinery — R33,2 million; and
* Capital Moveables (Horticulture: Tools and Equipment) — R5,2 miillion.

Shared Services Department

Computer equipment deployment — R17 million;

Upgrade IT networks — R15 million;

Upgrade IT networks (HCT) — R10,5 million;

Purchase vehicles — R25 miillion;

Acquisition of own water tankers — R40,5 million;

Solid Waste Trucks — R35 million;

Fleet for Energy and Electricity Business Unit — R30 million;
Cybersecurity — R5 million; and

SAP S/4HANA (mSCOA) — R67 million.

Tshwane Metro Police Department

¢ Traffic policing equipment — R7,1 million;
s Metro Police Technology and Equipment — R67 million;
¢ Real Time Crime Control Centre (RTCCC) — R17,5 million; and
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Installation of weighbridge — R900 000.

Water and Sanitation Department

Ekangala Block A to F: Sewer reticulation and foilets — R7 million;

Township Water and Sanitation Services Development: La Montagne — R7 miillion
Water conservation and demand management — R66 million;

Reservoir extensions — R53,9 million:

O 0 O 0 0 C C

Relining and upgrading of Magalies reservoir- R15 million;

Relining and upgrading of Babelegi reservoir- R7,4 million;

Relining and upgrading of Garsfontein reservoir- R2,2 million;

Completion of New Hospital Klipgat 10MI reservoir- R9,5 million;

Replace reservoir fencing (City Wide) — R10 miliion;

Relining and upgrading of Klapperkop reservoir- R700 000; and

Installation of telemetry, bulk meters and control equipment at reservoirs (City
Wide) - R9 million;

Replace, upgrade and construct wastewater treatment works facilities —

R158,9 million:

o Rooiwal WWTW Phase 1: Upgrading of Existing Infrastructure- R90 million;

o Waste Water Treatment facilities upgrades Minor Capital Projects (City wide)
— R4 million;

o Temba and Babelegi WWTW upgrade of existing mfrastructure— R29,8 million;

o Ekangala WWTW: Upgrade of existing infrastructure- R20,1 million;

o Sunderland Ridge WWTW Phase1: Upgrade of existing infrastructure-

R15 million:

Replace worn-out water network pipes — R85 million; and
Replace worn-out water network pipes — R85 million.

MUNICIPAL ENTITIES’ BUDGETS

In terms of Section 17{3)(g) of the MFMA, when an annual budget is tabled in terms
of Section 16(2), it must be accompanied by any prescribed budget information on
municipal entities under the sole or shared control of the municipality. The format in
which the municipal entities’ budget information should be compiled and included in
the annual budget is prescribed by National Treasury circulars and regulations.
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Description
R thousand

Adjusted
Budget 2025/26

2026/27 Medium Tem Revenue & Expenditure

BudgetYear
2026127

Budget Year+1
2027128

Budget Year +2
2028129

Revenue
Exchange Revenue
Service charges - Electricity
Service charges - Water
Service charges - Waste Water Management
Service charges - Waste Management
Sale of Goods and Rendering of Services  ~
Agency services
Interest
Interest earned from Receivables
Interest earned from Current and Non Curent Assels
Dividends
Rent on Land
Rental from Fixed Assets
Licence and pamits
Special rating levies
Construction Contract Revenue
Development Charges
Operational Revenue
Non-Exchange Revenue
Property rates
Surcharges and Taxes
Fines. penalties and forfeits
Licences or parmits .
Transfer and subsidies - Operational
Interest
Fuel Levy
Operational Revenue
Gains on disposal of Fixed and Infangible Assets
Other Gains
Discontinued Operations

205
847

73.098

20,365

31219

212
547

76.807

7,468

44,208

243
574

80,597

7,880

43,416

254
601

84.425

8,254

44,459

Total Revenue (excluding capital transfers and confributions)

131,734

129,241

132,710

137,993

Expenditure
Employee related costs
Remuneration of Board members
Bulk purchases - electricity
Inventory consumed
Debt impairment
Depretiation, amortisation and impairment
Interest, Dividends and Rent on Land
Contracted services
Transfers and subsidies
Irrecoverable debts wiitten off
Operational costs
Disposal of Fixed and Infangible Assets
QOther Losses

48,814
2613

4,669
4,453
8,522

49,608

13,055

55,386
3,195

2,900
4,052
10,970

39,679

13,051

58,294
3,362

2892
8318
9.698

34,531

15615

61,063
3,522

3,030
7715
10,158

36,171

16,335

Total Expenditure

131,734

129,241

132,710

137,993

Sumplusi{Deficit)

{0)

0

The subsidy to Housing Company Tshwane for the 2026/27 financial year
amounts to R44 million;

Rental from fixed assets increased by R3,7 million due to a proposed rental
increment in 2026/27 financial year,

Operational Revenue decrease from R20,3 million in 2025/26 to R7,4 million in
2026/27 mainly due to an additional revenue received from the City of Tshwane
during the 2024/25 financial year to fund the Entity's operational shortfalls and the
conveyancing of Human Settlement stock transferred to the Entity;

Interest earned from receivables increase from R204 thousand in 2025/26 to
R212 thousand in 2026/27 due to rental debtors at Townlands becoming overdue,
resulting in higher projected interest charges during the financial period;

Interest earned from current and non-current assets decrease from
R847 thousand in 2025/26 to R547 thousand in 2028/27 due to lower cash
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balances held in investment accounts, which result in reduced interest accruals,
particularly from the call investment account;

Employee related costs increased from R48,8 million in 2025/26 to R55,4 million
in 2026/27. The increase is attributed to the appointment of personnel in
previously vacant critical positions, including Chief Financial Officer, Accountant
— Expenditure, Legal Manager, and internal and external Auditors, as well as the
4,5% salary increase;

Remuneration of Directors increase from R2,6 million in 2025/26 to R3,1 million
in 2026/27, attributable to the provision made for seven Board members and the
operational activities of the Board’s Special Committees;

Contracted services decrease from R49,6 million to R39,7 million primarily due to
security expenses, following the scheduled expiration of security contracts in
October 2026. The entity will be exploring restructuring the new contract based
on security requirements per facility in terms of risk exposure and incorporate
technology where possible in some facilities; and

. Inventory consumed decrease from R4,6 million in 2025/26 to R2,9 million in
2026/27 is primarily due to the procurement of maintenance materials such as
paint and cleaning supplies, during the 2025/26 financial year. These materials
are typically used for maintenance of Group Property Stock and Townlands units
following tenant terminations.
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Description

R thousand

Adjustad Budget
2025(26

2026127 Medium Term Revenue & Expenditure Framework

Budget Year
2026/27

Budget Year +1
2027128

Budget Year +2
202825

Revenue
Exchange Revenue
Service charges - Etectricity
Senvice charges - Water
Service charges - Waste Water Management
Service charges - Waste Management
Sale of Goods and Rendering of Services
Agency services
interest
interest eamed from Receivables

Interest earned from Current and Non Current Assets

Dividends

Renton Land

Rental from Fixed Assets

Licence and permits

Special rating levies

Consiruction Confract Revenue

Development Charges

Operational Revenue
Nen-Exchange Revenue

Property rates

Surcharges and Taxes

Fines, penaliies and forfelts

Licences or permits

Transfer and subsidies - Operational

Inerast

Fuel Levy

Operational Revenue

Gains on disposal of Fixed and Infangible Assefs
Cher Gains
Discontinued Operations

1,308

19

79,675

1,386

77,253

1,469

74,637

1,469

77,026

Total Revenue (excluding capital transfers and contributions)

81,002

78,639

76,107

78,495

Expenditure
Ermployee refated costs
Remuneration of Board members
Bulk purchases - efecricity
Inveniory consumed
Debtimpairment
Depreciaton, amorfisation and impairment
Inkrest, Dividends and Rent on Land
Contracted services
Transfers and subsidies
Irecoverable debts written off
Operational costs
Disposal of Fixed and Intangible Assets
Other Losses

46,998
4564

1,237
17
13,794

12912
501

50,240
5,534

856
17
15,148

6,213
53

51,994
5,644

876
3
10,355

6,552
o

53,809
5,757

804
40
10,563

6177
55

Total Expenditure

80,423

78,060

75,515

77,895

Surplus/{Deficit} before Tax

579

5719

591

600

» The subsidy to the Tshwane Economic Development Agency for the 2026/27
financial year amounts to R77,3 million;
» Other revenue will be generated from interest income, which is anticipated to
increase by 6% to R1,39 million earned from the positive bank account balance

during the financial year,

« Employee related costs increased by R3,2 million due to filling of prioritised

vacancies.

» General expenditure is estimated to decrease by 52% due to the reduction in the

office space rental expense; and
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» Contracted services, being the core consisting of trade and investment promotion
and projects will increase by 10% for the establishment and operationalization of
the proposed Catalytic Investment Unit (CIU).

BUDGET RELATED POLICIES

Section 17 (3) of the MFMA states that when an annual budget is tabled it must be
accompanied by, amongst others, “any proposed amendments to the budget-related
policies of the municipality”.

Amendments to the City's budget related policies have been summarised and
included in the budget document (Annexure B) and updated policies attached as
Annexure to the budget.

COMMENTS OF THE STAKEHOLDER DEPARTMENTS

COMMENTS OF THE GROUP HEAD: GROUP LEGAL AND SECRETARIAT
SERVICES

The purpose of the report is to obtain approval for the 2026/27 Medium-term Revenue
and Expenditure Framework (MTREF) in terms of Section 24 of the Local
Government: Municipal Finance Management Act, 2003 (Act 56 of 2003) (MFMA).

Section 16(1) of the Local Government: Municipal Finance Management Act, 2003
(Act No. 56 of 2003) (hereafter referred to as "“MFMA”), stipulates that the council of
a municipality must for each financial year approve an annual budget for the
municipality before the start of that financial year. Section 16(2) stipulates that in
order to comply with subsection (1), the mayor of the municipality must table the
annual budget at a council meeting at feast 90 days before the start of the budget
year.

In accordance with Section 17(3) of the MFMA, when an annual budget is tabled in
terms of section 16(2), it must be accompanied by amongst others the following
documents:

a. any proposed amendments to the municipality’s integrated development plan
following the annual review of the integrated development plan in terms of section
34 of the Municipal Systems Act.

Section 21 of the MFMA states that, the mayor of a municipality must co-ordinate the
processes for preparing the annual budget and for reviewing the municipality’s
integrated development plan and budget-related policies to ensure that the tabled
budget and any revisions of the integrated development plan and budget-related
policies are mutually consistent and credible.

Section 22 of the MFMA further stipulates that, immediately after an annual budget
is tabled in a municipal council the accounting officer must make public the annual
budget and documents referred to in section 17 (3) and invite the local community to
submit representations in connection with the budget.

In terms of section 23 (1) & (2) of the MFMA. when the annual budget has been
tabled, the municipal council must consider any views of— (a) the local community;
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and (b) the National Treasury, the relevant provincial treasury and any provincial or
national organs of state or municipalities which made submissions on the budget.

After considering all budget submissions, the council must give the mayor an
opportunity— (a) to respond to the submissions; and (b) if necessary, to revise the
budget and table amendments for consideration by the council.

Furthermore, section 24 (1) provides that, the municipal council must at least 30 days
before the start of the budget year consider approval of the annual budget.

(2) An annual budget— (a) must be approved before the start of the budget year;

(b) is approved by the adoption by the council of a resolution referred to in section
17(3)(a)(i); and (c) must be approved together with the adoption of resolutions as may
be necessary—

(i) imposing any municipal tax for the budget year;

(i) sefting any municipal tariffs for the budget year,

(i) approving measurable performance objectives for revenue from each source
and for each vote in the budget;

(iv) approving any changes to the municipality’s integrated development plan; and
(v) approving any changes to the municipality’s budget-related policies.

Having taken regard to the aforesaid and with specific reference to the contents of
the report, Group Legal and Secretariat Services Department supports the approval
of the report and the recommendations thereof.

IMPLICATIONS

HUMAN RESOURCES

Impacts on the capacity of departments to meet key deadlines and deliverables.

FINANCES (BUDGET AND VALUE FOR MONEY)

The approval of the 2026/27 MTREF is aligned to the requirements of Section 24 of
the MFMA.

CONSTITUTIONAL AND LEGAL FACTORS

To ensure compliance in terms of the various sections of the Municipal Systems Act,
2000 and the MFMA Act 56 or 2003.

COMMUNICATION
The approved budget will be submitted to the National Treasury and relevant

Provincial Treasury and will be placed on the City's website for access by all
stakeholders.
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12.5 PREVIOUS COUNCIL AND MAYORAL COMMITTEE RESOLUTIONS

2026/27 Draft MTREF for community consultation of the City of Tshwane (Councit:
26 March 2026).

13.  CONCLUSION

The focus for the 2026/27 MTREF is to ensure that the City is financially sustainable,
thereby ensuring that services are rendered within affordable limits. The City is
committed to transparent budgeting processes that are inclusive of public
participation and structure the budget towards core service delivery and infrastructure
development to advance the growth of Tshwane.

The Mayoral Committee on 20 May 2026 resolved to recommend to Council as set out
below:

During the Special Council Meeting of 28 May 2026, the Executive Mayor when
submitting her reports to Council submitted the following additional recommendation
in terms of Section 13(5) of the Rules and Orders which was accepted by Council:

(Unaltered)

“27. To further reduce Watchman Services by R36m to fund recruitment of 100
security guards.

The allocation be as follows:

R33.5m — Employee related cost
R750k — Uniforms

R250k — Consumables

R1.5m - Capex (Guns and radios)”

It was thereafter resolved as set out below:

ANNEXURES

Detailed capital projects

Budget document

Funding Plan 2026/27 to 2028/29

Property rates tariffs

Electricity tariffs

Water tariffs

Sanitation tariffs

Refuse removal tariffs

Determination notice for various tariffs

11 — 125 (proposed tariffs for the 2026/27 financial year)
J-1  Property Rates Policy

J-2  Property Rates By-law

K-1  Tariff Policy

K-2  Tariff By-law

L. Budget Implementation and Management Policy (Budget Policy)

—TIemMmMoUowe
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Investment Policy

Supply Chain Management Policy

Credit Control and Debt Collection Policy

Asset Management Policy

CoT Accounts Payables Policy

Long-term Financial Planning Policy

Long-term Financial Plan

Unclaimed Deposits Policy

Indigent Policy

National Treasury Circulars

National Treasury Circular 132

National Treasury Circular 134

Metro Trading Reform

Trading Reforms Performance Improvement Action Plan (A3) document — Water and
Sanitation

Water and Sanitation Business Unit — Business Investment Plan — PIAP v2

Trading Reforms Performance Improvement Action Plan (A3) document — Energy
and Electricity

Energy and Electricity Business Unit — Business Investment Plan — PIAP v2

Trading Reforms Performance Improvement Action Plan (A3) document — Waste
Management

V-5 b A3 PIAP Version 1 Solid Waste Writeup

V-6 Service Compact — Water and Sanitation

V-7  Service Compact — Energy and Electricity

W.  Accounting Policy 2026

X. Tariff Tool

Y. Submissions received during the community consultation process

Z. Cost Containment Policy

RESOLVED:

1. That in terms of Section 24 of the MFMA, the annual budget of the City of Tshwane
for the 2026/27 financial year and the muiti-year and single-year capital
appropriations be approved as set out in the following tables as contained in
Annexure B: :

1.1  Budgeted financial performance (revenue and expenditure by standard
classification);

1.2  Budgeted financial performance (revenue and expenditure by municipal vote);

1.3  Budgeted financial performance (revenue by source and expenditure by type);

1.4 Multi-year and single-year capital appropriations by municipal vote,
programme, standard classification and associated funding by source;

1.5  Budgeted financial position;

1.6  Budgeted cash flow budget; and

17 Cash-backed reserve and accumulated surplus reconciliation;

2. That the detailed capital projects setting out the MTREF allogations A estimated
projects costs attached as Annexure A, be approved,;

3. That the consolidated budget that includes the parg

out in Annexure B, be approved;
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That the operating subsidies granted to the respective entities, be approved,
That the Funding Plan 2026/27-2028/29 attached as Annexure C, be approved,

That National Treasury's Circulars 132 and 134 attached as Annexures U.1 and U.2
respectively, be noted,;

That in terms of Section 75A of the Municipal Systems Act, 2000, the tariffs for
property rates, electricity Parts I, Il and Ill (diverse fees), the supply of water,
sanitation services, refuse removal services and other services as set out in
Annexures D, E, F, G, H and |, respectively, be approved with effect from 1 July 2026;

That it be noted that the implementation of the proposed increase in electricity tariffs
is subject to the approval of Nersa;

That approval be granted to the Chief Financial Officer to incur short-term debt as
and when required during the 2026/27 financial year, as per the cash flow position
requirements of the City of Tshwane (the City) for an amount not exceeding
R800 million, which is equivalent to the current short-term debt facility that the City
has;

That the City Manager be authorized to sign all the necessary documents that
acknowledge and create the debt after a resolution of the City's Council, signed by
the Mayor, approving the debt agreement as in Recommendation 8 above;

That the Property Rates Policy and By-law attached as Annexures J-1 and J-2, be
approved;

That the Tariff Policy and By-law attached as Annexure K-1 and K-2, be approved,;

That the Budget Implementation and Management Policy (Budget Policy) attached
as Annexure L, be approved,

That the Investment Policy attached as Annexure M, be approved,;
That the Supply Chain Management Policy attached as Annexure N, be approved;

That the Credit Control and Debt Collection Policy attached as Annexure O, be
approved;

That the Asset Management Policy attached as Annexure P, be approved;
That the Accounts Payable Policy attached as Annexure Q, be approved,

That the Long-term Financial Planning Policy, attached as Annexure R, together with
the LTFP as Annexure R-1, be approved,;

supporting Annexures V1 to V7, be approved,;




34

23.  That the Cost-containment Policy attached as Annexure Z, be approved,

24.  That the submissions received during the community consultation process attached
as Annexure Y, be noted;

25.  That the Accounting Policy attached as Annexure W, be approved; and

28.  That the Tariff Tool attached as Annexure X, be approved.

27.  That Watchman Services be reduced by R36m to fund recruitment of 100 security
guards and that the allocation be as follows:
. R33.5m — Employee related cost
. R750k — Uniforms
. R250k — Consumables
. R1.5m — Capex (Guns and radios)

(Remarks:

At the Special Council meeting of 28 May 2026 —

1.

111 Councillors voted in favour of the approval of the Budget in accordance with -
Section 160(3)(b) of the Consfitution.

The following Councillors in terms of Section 39(2) of the Rules and Orders
requested that their dissenting vote be registered against the approval of this
report:

Ald BHJ Erasmus (VF Plus)
Ald DG Wannenhburg (DA)

Clir AWF Middelberg (RCT) requested that his vote against the approval of this
report be registered.)

“RESOLUTION



