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a function or sub-function. In addition, all sub-functions are expected to balance to zero;
and

. Region: The usage of the regional segment by municipalities is not aligned with the
guidance provided in the PSD for the regional segment. Municipalities must ensure that
each regional segment used balances to zero. Furthermore, each region should reflect a
mini trial balance i.e., identified revenue, assets, liabilities, expenditure, and net assets)
linked to the appropriate region or ward.

4.5 Retentions

In accordance with GRAP 19.18, accruals represent liabilities for goods or services that have
been received or supplied but have not yet been paid, invoiced, or formally agreed with the
supplier. For financial reporting and contract management purposes, once work has been
certified as completed, the municipality becomes legally obligated to pay the full value of the
work performed, inclusive of VAT, to the supplier.

A retention represents a delayed payment and not a reduction in the amount payable for the
work performed. It therefore reflects only a timing difference in the settlement of the liability and
does not reduce the contract price. Consequently, the full certified amount must be recognised,
with the retention portion recorded as a liability until it becomes contractually due for release.

Accordingly, when work has been completed, the retention amount must be recognised inclusive
of VAT and recorded to the Retention Liability account, with the VAT portion allocated to the
Input VAT Accrual account, as this reflects the municipality’s full obligation for the work
performed.

However, given that most municipalities account for VAT on a payment basis with the South
African Revenue Service (SARS), the claiming of VAT can only occur once the retention invoice
has been received, recognised and paid. The VAT should therefore be processed against Input
Tax General (for operational projects) or Input Tax Capital (for capital projects), as applicable.

Where a municipality accounts for VAT on an invoice basis with the South African Revenue
Service (SARS), the VAT may only be claimed once the retention invoice has been received
and recognised. In such cases, the VAT must also be processed against Input Tax General (for
operational projects) or Input Tax Capital (for capital projects), as applicable.

4.6 Virement data strings and report

From the 2025/26 MTREF, municipalities report on their virements through the submission of a
separate data string and report on virements to the GoMuni Upload portal.

mSCOA Circular No. 8, dated 24 April 2020 (as revised on 29 April 2020) has been updated to

include the requirements of the virement data string and virement report. In accordance with

the key principles set outin mSCOA Circular No. 8, municipalities are reminded of the following:

. Virement Policy Alignment: Municipalities must review their virement policies annually
to ensure alignment with the principles and guidance contained in the circular and the
broader mSCOA regulatory framework;

. Multi-Dimensional Budgeting: As a business reform, mSCOA requires multi-
dimensional budgeting and the recording of transactions across the seven mSCOA
segments. The circular provides guidance on how virements (budget transfers) must be
managed within this framework;

. Restrictions on Virements: Virements may only take place within a function or its sub-
functions and must utilise the same source of funding;
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. Adjustments Budget Requirement: Where a proposed virement results in a change to
an mSCOA segment (for example, the introduction of a new project, a change in region,
or a change in the funding source), such a change is not permitted as a virement and must
instead be processed through a formal adjustments budget approved by council; and

. Prohibition on Certain Virements: Municipal virement policies must explicitly prohibit
virements from the repairs and maintenance project within the project segment.

4.7 The Urban Development Financing Grant

The Urban Development Financing Grant (UDFG) is a new incentive-based financing grant
supporting investment in urban development and resilient infrastructure and is targeted at the
eight metropolitan municipalities. The grant has been established to support Metro’s in line with
the Metro Trading Services Reform.

As of 2026/27 MTEF the UDFG will be administered through the following components, namely:
. Metro Trading Services component (MTS);

. Neighbourhood Development Partnership component (NDP);

. Programme for Project Preparation Support component (PPPS); and

. Public Employment Programme (PEP).

The chart has been amended in version 7.1 (2026/27) to include an Operational Project within
the Project Segment for UDFG with a breakdown for the components, namely, MTS, NDP,
PPPS and PEP. More details must be provided for Capital Projects. Metros must ensure that
the naming of individual capital projects funded from the UDFG includes the standardised codes
e.g. Substation — UDFG (MTS). The standardised codes are as follow:

UDFG — Metro Trading Services (MTS)

UDFG - Neighborhood Development Partnership (NDPG)
UDFG - Project and Programme Preparation Support (PPP)
UDFG - Public Employment Programme (PEP)

This will enable ring fencing of expenditure funded from the UDFG per component.

Herewith an example of the reporting done during disaster reporting:

v T

Ex|

PCOM1001001002001000000000000000000000  Caphatinfrastruchure:Existing Renewat Sold Waste Infrastructure:Landfl Stes | G46247 : Bisasar Road Landilk Closure Praparation
PCOO1001001002001000000000000000000000  Capak nfrastructure:Existing Renewat Sobd Waste Infrastuchure/Landil Ses (G4BT : Bisaser Road Landflk Closure Preparation
PCCO1001001002001000000000000000000000.  Capiat nfrastructure:Existing Renewal Sobd Waste Infrastuchure/Landfll Stes  (GAE24T : Bisasar Road Landfk Closire Preparation
PO0C1001001002001000000000000000000000. ~ Capal Infrastruchure Existing Renewal Sold Waste Infrastuchure:Land Stes | G4624T : Bisasar Road Landik Closure Preparabion
PCOO1001001002001000000000000000000000  Capak nfrastructure:Existing Renewat Solid Waste Infrastuchwe: Landfl Stes  (GAB24T : Bisasar Road Landfk Ciosure Preparation
PCOO1001001002001000000000000000000000  CapiakInfrastructure-Existing:Renewal Soid Waste Infrastructure:Landfil Shes  |G46247  Bisasar Road Landfik Closure Preperation

4.8 Reporting pertaining to the Metro Trading Services Reform

The MTSR aims to restore and sustain electricity, water, sanitation, and waste services in

Metros through institutional and financial reforms. Towards this end, a 6-year, R54 billion

performance-linked incentive grant with technical assistance is provided to Metros to:

. Strengthen accountability and financial transparency;

. Unlock R108 billion in total infrastructure investment, leveraging improved revenue and
borrowing capacity;

. Improve service reliability, quality, and sustainability; and
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. Enable spatial transformation, economic inclusion, and growth.

To participate in the reform, Metros must maintain eight minimum commitments. The National
Treasury’s annual mMSCOA Compliance Assessment (previously referred to as the mSCOA ICU
desktop assessment), which has been incorporated into the FMCMM web-based system from
the 2026/27 MTREF, will be used to validate compliance with Indicator A2 relating to mSCOA
compliance.

The intention is that each Metro, based on its current level of compliance, will implement plans
and targets to achieve full compliance by Year-6 (Y86) of the reform. In the first year of the reform
(YO0), the score obtained in the 2024/25 mSCOA Compliance Assessment, which was shared
with metros during the mid-year budget and performance engagements, will serve as the
baseline position. Thereafter, year-on-year improvements in the mSCOA Compliance
Assessment scores will be expected as Metros progress towards achieving their targets.

The results of the mSCOA Compliance Assessment (downloaded from the FMCMM web-based
system), together with the mSCOA Road Map submitted to GoMuni Upload platform to address
gaps in implementation, will be used by the Independent Verification Agent (IVA) as evidence
of achievement for this indicator.

Metros are also reminded that Indicator M7 requires that separate financial statements,
prepared in the mSCOA aligned Specimen AFS format, must be compiled and submitted for
each trading service, aggregated to the consolidated Metro AFS.

5. Submitting documents to the GoMuni Upload Portal
5.1 Submission of additional information

In line with its commitment to improving transparency and accountability, the National Treasury
requested the following information from municipalities via a letter from the Director-General of
the National Treasury:

Procurement Spend Information

An Instruction on Procurement Information Transparency has been issued by the National
Treasury for the publication of the dashboard and requesting procurement information from
procurement systems of all departments, public entities and constitutional institutions. The
published information will include, but is not limited to, supplier and ownership details, the
nature, value, quantity of procurement transactions, and payments made to suppliers. It is
intended that similar procurement information will be published in respect of local government
in the procurement payments dashboard. The prescribed template is attached as Annexure C.

Employee Information

The National Treasury has additionally committed to improving transparency and accountability
in personnel systems. A data driven ghost worker audit has been initiated at national and
provincial government. It is intended that the ghost worker audits will be extended to local
government. The information requested will be used for this initiative. The prescribed template
is attached as Annexure D.

Audit management reports

Municipalities are required to upload all the communication of findings (COFAFS), as well as
the final audit management report issued by the Auditor General to the LGDRS. With effect
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from the 2026/27 MTREF, the COFAFS will be added as an upload option on GoMuni Upload.
Please note that these reports, as issued by the Auditor-General, must not be altered in any
way.

The National Treasury understands the sensitivity associated with the Auditor-General's
management report. Municipalities are assured that the management reports are exclusively
for internal use by National and Provincial Treasuries to determine the key areas that our
municipal support programmes should target.

Should your municipality not be in possession of the management report, kindly provide us with
a formal letter of permission to obtain the said report directly from the Office of the Auditor-
General South Africa. The letter of permission must be on an official letterhead of the
municipality and signed by the Accounting Officer (Municipal Manager).

All enquiries should be directed to:

INFORMATION SUBMISSION PLATFORM SUBMISSION QUERIES
REQUIRED DATE
. Within 10 working
1 | Procurement | GoMuni Upload Portal at days after the Thys Blom at
Spend https://lg.treasury.gov.zalibi_apps/welcome end of each Thys.Blom@treasury.qov.za
Report month
Central Supplier Database (CSD) at Templates
2 | Employee www.csd.qov.za available under csdoos.support@treasury.gov.za
Related Data the GoPublic /
Template Library
portal
By no later than
3 | Management the 10th working
Reports and day in January
COFAFS annually

The templates are can also be accessed under the GoPublic / Template Library portal on
https://lg.treasury.gov.zalibi_apps/portal/Template Library.

The procurement spend and employee information should be available on municipal
procurement systems and HR sub-systems of all municipalities. Municipalities should liaise with
their respective system vendors to extract this information in the required templates format
directly from their relevant systems.

This information is requested in terms of sections 5(2)(c), 33(3) and 74 of the Municipal Finance
Management Act, 2003 (MFMA).

6. The Municipal Budget and Reporting Regulations

6.1 Assistance with the compilation of budgets

If municipalities require advice with the compilation of their respective budgets, specifically the
budget documents or Schedule A, they should direct their enquiries to their respective provincial
treasuries or to the following National Treasury officials:
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Province

Responsible NT
officials

Tel. No.

Email

Eastern Cape

Matjatji Mashoeshoe
Pitso Zwane

012-315 5553/ 0609242914

012-315 5171

Matjatji.Mashoeshoe@treasury.gov.za
Pitso.Zwane@Treasury.gov.za

City of Tshwane
and City of
Johannesburg

City of Ekurhuleni

Pitso Zwane
Willem Voigt
Makgabo Mabotja
Khanyisile Khosa
Kgomotso Baloyi
Lunathi Dumani

012-315 7538
012-315 5830
012-315 5156

012-315 5866/082 887 2968

Buffalo City Mandla Gilimani 012-315 5807/0661198036 Mandla.Gilimani@treasury.gov.za
Free State Cethekile Moshane 012-315 5079 Cethekile.moshane@treasury.gov.za
Gauteng Matjatji Mashoeshoe | 012-315 5553 Matjatji.Mashoeshoe@treasury.gov.za

Pitso.Zwane@Treasury.gov.za
WillemCordes.Voigt@treasury.gov.za
Makgabo.Mabotja@treasury.gov.za
khanyisile.khoza@treasury.gov.za
Kgomotso.Baloyi@treasury.gov.za
Lunathi.dumani@treasury.gov.za

KwaZulu-Natal

Kgomotso Baloyi
Lunathi Dumani
Kevin Bell

012-315 5866

012-315 5725

Kgomotso.Baloyi@treasury.gov.za
Lunathi.dumani@treasury.gov.za
Kevin.Bell@treasury.gov.za

eThekwini Sifiso Mabaso 012-315 5952/060 923 7343 Sifiso.mabaso@treasury.gov.za
uMhlathuze Matjatji Mashoeshoe 012-315 5553/060 326 6885 Matjatji.Mashoeshoe@treasury.gov.za
Pitso Zwane 012 315 7538 Pitso.Zwane@Treasury.gov.za
Limpopo Sifiso Mabaso 012-315 5952/060 923 7343 Sifiso.Mabaso@treasury.gov.za
Jabulile Ngwenya Jabulile.ngwenya@treasury.gov.za
Mpumalanga Mandla Gilimani 012-315 5807 Mandla.Gilimani@treasury.gov.za

Northern Cape

Mandla Gilimani

012-315 5807

Mandla.Gilimani@treasury.gov.za

North West

Mafikeng

Willem Voigt
Makgabo Mabotja
Khanyisile Khosa
Cethekile Moshane

012-315 5830
012-315 5156

012-315 5079

WillemCordes.Voigt@treasury.qgov.za
Makgabo.Mabotja@treasury.gov.za

khanyisile.khoza@treasury.gov.za
Cethekile.moshane@treasury.gov.za

Western Cape

Cape Town
George

Willem Voigt
Khanyisile Khoza
Kgomotso Baloyi
Sifiso Mabaso

012-315 5830
012-315 5385

012-315 5866/082 887 2968
012-315 5952/ 060 923 7343

WillemCordes.Voigt@treasury.gov.za
khanyisile.khoza@treasury.gov.za
Kgomotso.Baloyi@treasury.gov.za
Sifiso.Mabaso@treasury.gov.za

Technical issues
on GoMuni
Website

Data management

lgdataqueries@treasury.gov.za

Local government
Conditional Grants

Sello.mashaba@treasury.gov.za
Pretty.mavhungu@treasury.gov.za
Marvin.ngobeni@treasury.gov.za

Akanyang.modise@treasury.gov.za
Sandra.admams@treasury.gov.za

Municipal (Eskom)
and or Water Debt
Relief and

Smart Metering

LGBA: Revenue
Section (Sadesh
Ramjathan)

revenuemanagement@treasury.gov.za
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Contact

‘ﬁiﬂ;'@ . Post Private Bag X115, Pretoria 0001
W national treasu 'Y Phone 0123155009

[/-2&~\\ Deparment Fax 012 395 6553
/| Mational T
'~5§'|¢ @yﬁ' g igacin) Website http://www.treasury.gov.za/default.aspx

REPUBLIC OF SOUTH AFRICA

JH Hattingh
Chief Director: Local Government Budget Analysis
20 March 2026
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Annexure A — Previous MFMA Circulars

Water scarcity issues dealt with in previous MFMA Circulars

Municipalities were reminded in the following MFMA budget Circulars to treat water as a scare
resource as follows:

MFMA Circular Reference no. Comments
and Description

MFMA Circular No: 51 3.2 Water tariffs South Africa faces similar challenges with regard to water supply
must be cost- as demand growth outstrips supply. Better maintenance of
reflective infrastructure, new dam construction and cost-reflective tariffs will
ensure that the supply challenges are managed in future.

MFMA Circular No: 54 5.2 Water tariffs There continues to be an urgent need to promote the careful use

must be cost- of water. Ensuring that water is correctly priced is the most
reflective effective means getting households and businesses to conserve
water.

MFMA Circular No: 55 3.3 Water tariffs To mitigate the need for water tariff increases, municipalities must
must be cost- put in place an appropriate strategy to limit water losses to
reflective acceptable levels. In this regard municipalities must ensure that
water used by its own operations is charged to the relevant service
and not simply attributed to water ‘losses’.

MFMA Circular No: 58 3.4 Water and To mitigate the need for water tariff increases, municipalities must
sanitation tariffs put in place an appropriate strategy to limit water losses to
must be cost- acceptable levels. In this regard municipalities must ensure that
reflective water used by its own operations is charged to the relevant service

and not simply attributed to water ‘losses’.

MFMA Circular No: 67 5.6 Municipal According to the latest National Non-Revenue Water Assessment
water Report (The state of nonrevenue water in South Africa, Report
infrastructure TT522-12: www.wrc.0g.za); recently released by the Water
grant and non- Research Commission and the Department of Water Affairs, more
revenue water than 50 per cent of municipalities cannot provide a water balance.

These municipalities cannot determine whether demand for water
exceeds supply or quantify the extent to which non-revenue water
influences water security and financial sustainability.

MFMA Circular No: 74 Water and To mitigate the need for water tariff increases, municipalities must
sanitation tariffs put in place an appropriate strategy to limit water losses to
must be cost- acceptable levels. In this regard municipalities must ensure that
reflective water used by its own operations is charged to the relevant service

and not simply attributed to water losses.

MFMA Circular No: 78 5.2 Water and In light of the current drought being experienced across large parts
sanitation tariff of the country, and to mitigate the need for water tariff increases,
increases municipalities must put in place appropriate strategies to limit

water losses to acceptable levels. In this regard municipalities
must ensure that water used by its own operations is charged to
the relevant service and not simply attributed to water losses.

MFMA Circular No: 79 | 4. Revenue Demand management is becoming increasingly necessary as the
management country faces water shortages and an unstable electricity supply.
The approach to tariff setting should consider all these factors and
strive to achieve an equitable balance. It is anticipated that the
cost of providing municipal services will grow at a faster rate than
the transfers from national government. Resource scarcity will
most likely increase the cost of bulk purchases in respect of water
and electricity beyond the country’s inflationary targets.
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MFMA Circular No: 85 4.3 Water and In light of the current drought experienced across large parts of
sanitation tariff the country, water is now a scarce resource that must be
increases conserved. Municipalities must put in place appropriate strategies

to curb water losses as a result of leakages. The ageing
infrastructure is a contributing factor as many municipalities have
historically inadequately provided for repairs and maintenance
and renewal of water infrastructure.

MFMA Circular No: 89 3.3 Water tariff The prevailing drought makes it difficult for some municipalities to
increases improve revenue generation from this service. It is now more

important to improve demand management, infrastructure
maintenance, loss management, meter reading and tariff setting
in respect of water services.

MFMA Circular No: 91 1. The South The drought experienced in several provinces poses significant
African economy risks to agriculture and tourism for the period ahead, and this may
and inflation threaten jobs in these sectors. The current water crisis in the
targets Western Cape and other provinces will affect economic growth.

While the drought’s impact is uncertain much depends on how
long it will prevail; the extent to which specific catchment areas
are affected; and the success of mitigation measures.

MFMA Circular No: 93 3.3 Water tariff Drought conditions make it difficult for some municipalities to
increases improve revenue generation from this service. It is now more

important to improve demand management, infrastructure
maintenance, loss management, meter reading and tariff setting
in respect of water services.

MFMA Circular No: 98 4.2 Setting cost Technical losses are related to physical losses out of the system.
reflective tariffs In the case of water, this is due to pipe bursts and leakages or due

to overflows on storage tanks.

MFMA Circular No: 99 1. The South The declining economic growth which might be impacted on
African economy | further by the Corona virus pandemic and international companies
and inflation closing down as a result, the deteriorating state of the finances for
targets state-owned entities, continued high unemployment and water

and electricity shortages will put pressure on the ability of
municipalities to raise revenue. Municipalities are therefore
advised to follow a conservative approach when projecting their
revenue and to eliminate any waste and unnecessary
expenditure.

MFMA Circular No: 112 | 7. Funding Strictly control the use of costly water tankers and fix the water
choices and infrastructure to enable the sustainable provision of water.
management Curbing the consumption of water and electricity by the indigents
issues to ensure that they do not exceed their allocation.

MFMA Circular No: 115 | 7. Funding Strictly control the use of costly water tankers and fix the water
choices and infrastructure to enable the sustainable provision of water;
management Curbing the consumption of water and electricity by the indigents
issues to ensure that they do not exceed their allocation.

MFMA Circular No: 126 | 3.7 Pro-actively Until ERA is amended it is critical that municipalities update their

managing
collection of
municipal
revenue in Eskom
supplied areas

By-laws and policies to facilitate and legally allow the restriction of
water as part of proper credit control for municipal revenue
collection in Eskom supplied areas.
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MFMA Circular No: 128 | 2.6. Reforms to Due to years of neglect and inadequate infrastructure
improve the maintenance, South Africa’s municipalities face severe utility
efficiency and services issues, including in water, wastewater, and electricity. A
financial loss of essential management and technical skills has also
sustainability of contributed to the decline in service quality and reliability. Metro
metro’s trading water services alone suffer from an investment gap of R9 billion
services per year. These inefficiencies threaten economic growth and job

creation and increases poverty. Government transferred
substantial monetary allocations to local government in the
successive Budgets to support water services, but the outcome
and value for money of these transfers is low. To address this, an
incentive grant system is being explored for 2025/26 to increase
investments, change management and governance structures,
promote professional management, and ensure transparency,
starting with metros.
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Kulawula House POBox 40343  Tel: +27(0)12 401 4600
n a r I n 526 Madiba Street Arcadia 0007 Fax: +27(0)12 401 4700
Arcadia 0083 Pretoria Email: info@nersa.org.za

NATIONAL ENERGY REGULATOR OF SOUTH AFRICA Pretoria, SOUTH AFRICA SOUTH AFRICA  www.nersa.org.za
X @NERSA _ZA o @NERSAZA

12 March 2026
MEDIA STATEMENT

TIMELINES FOR MUNICIPAL ELECTRICITY TARIFF APPLICATIONS FOR THE 2026/27 FINANCIAL
YEAR

The National Energy Regulator of South Africa (NERSA) wishes to inform all licensed municipal electricity
distributors, stakeholders and members of the public of the timelines for the submission and approval of
municipal electricity tariff applications for the 2026/27 financial year.

These timelines follow the recent approval of Eskom’s Retail Tariff and Structural Adjustment (ERTSA)
application and the judgment of the North Gauteng High Court issued on 20 February 2026, which
amended the timelines set by the same court on 4 December 2025 regarding the approval of ERTSA and
municipalities’ tariff applications.

Approval of Eskom Tariff Adjustment

On 5 March 2026, NERSA approved Eskom’s ERTSA application. As part of this decision, NERSA
authorised a 9.01% tariff increase, which will be effective from 1 July 2026 to 30 June 2027.

Revised Timelines for Municipal Tariff Applications

As per the judgment of the North Gauteng High Court issued on 20 February 2026,
municipalities/distributors’ tariff application timelines are as follows:

e Submission of Municipal Tariff Applications:
Municipalities/distributors must submit their electricity tariff applications to NERSA by no later than
31 March 2026.

e Public Participation Process:
NERSA'’s public consultation process on municipal tariff applications will conclude on 21 April
2026.

e Finalisation of Tariff Decisions:
NERSA will finalise the consideration of the municipal electricity tariff applications and
communicate its decisions on or before 11 May 2026.

Regulator Members:
Mr T Bukula (Chairperson} Ms R Govender (Deputy Chairperson) *Adv NP Sithole (Chief Executive Officer)
*Mr W Majola *Ms N Maseti *Mr MW Mkhize Ms T Semane Mr FK Sibanda Ms PN Sibiya
*Full-Time Regulator Members

NERSA is a Regulatory Authority established in terms of the National Energy Regulator Act, 2004 (Act No 40 of 2004)
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These timelines will ensure that NERSA consider the municipal tariffs timeously and will enable
municipalities to implement approved tariffs at the beginning of the 2026/27 municipal financial year on
1 July 2026.

Compliance Requirements for Municipalities

Municipalities are reminded that tariff applications must satisfy appropriate internal governance
requirements, including:

o authorisation of the tariff application by the appropriate municipal authority;

o confirmation that tariffs have been approved by the Municipal Council,

e evidence of public consultation on proposed tariffs; and

o the submission of audited regulatory financial information for the 2024/25 financial year.

Failure to meet the revised deadlines may affect the processing and approval of the municipal electricity
tariff applications.

Applications for Deviation

Municipalities that require deviations from the revised timelines may apply to the Court for relief, as
provided for in the Court Order of 20 February 2026, provided that good cause is shown.

Publication of Tariff Applications by NERSA
The tariff applications will be published on the NERSA website to allow affected stakeholders and

members of the public to submit written comments. The applications can be accessed on the NERSA
website at www.nersa.org.za under Electricity > Pricing > Local Authorities & Private Distributors.

Commitment to Regulatory Certainty

NERSA appreciates the cooperation of municipalities and stakeholders in ensuring compliance with its
regulatory processes. The revised timelines are intended to ensure regulatory certainty, transparency
and the orderly implementation of electricity tariffs for the upcoming financial year.

NERSA remains committed to fulfilling its statutory mandate of regulating the electricity sector in a
manner that balances cost-reflective tariffs, consumer protection and the financial sustainability of the
electricity supply industry.

Enquiries:

Mr Charles Hlebela — Head of Communications
Mobile: 083 646 8280

Email: charles.hlebela@nersa.org.za
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