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PART 1 - ADJUSTMENT BUDGET 

 

EXECUTIVE SUMMARY 

The application of sound financial management principles for the compilation of the 

municipalityôs financial plan is essential and critical to ensure that the municipality remains 

financially viable and that municipal services are provided sustainably, economically and 

equitably to all communities. 

 
Regulation 23 (1) of Municipal Budget Reporting Regulation stipulates that adjustment 

budget referred to in section 28(2)(b), (d) and (f) of the Act may be tabled in the municipal 

council at any time after the mid-year budget and performance assessment has been 

tabled in the council, but not later than 28 February of the current financial year. 

 

Regulation 23 (2) of Municipal Budget Reporting Regulation outlines that one adjustment 

budget referred to in sub regulation (1) may be tabled in the municipal council during a 

financial year, except, when the additional revenues contemplated in section (28) (b) of 

the Act are allocations to the municipality in a national or provincial adjustment budget, in 

which case sub regulation (3) applies. 

 

Regulation 23 (3) of Municipal Budget Reporting stipulates that if national or provincial 

adjustment budget allocates or transfers additional revenues to a municipality, the mayor 

of the municipality must, at the next available council meeting, but within 60 days of the 

approval of the relevant national or provincial adjustment budget, table adjustment budget 

referred to in section 28(2) (b) of the Act in the municipal council to appropriate these 

additional revenues. 

 

It should be noted that municipal tax and tariffs are not increased during the financial year 

and any amendments to the annual budget must remain funded in accordance with 

section 18 of the MFMA. 

 

Municipality`s main adjustment budget is funded in terms of National Treasury B-schedule 

template therefore there is no need for funding plan. 
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SUMMARY OF 2024/25 MEDIUM TERM REVENUE EXPENDITURE FRAMEWORK 

 
 

The impact of the special adjustment budget on the municipal budget is as follows: 

¶ Increase in capital expenditure 

¶ Increase in operating expenditure 

¶ Increase in transfer and subsidies (capital) 

Figure 1  Main operational revenue categories for the 2024/25 financial year 

In line with the formats prescribed by the Municipal Budget and Reporting Regulations 

(MBRR), transfer recognized - capital is excluded from the operating revenue statement, 
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as inclusion of this revenue source would distort the calculation of the operating 

surplus/deficit. 

 

Revenue to be generated from operational grants amounts to R338, 906 million 

translating to 52% for 2024/25 financial year making it clear that the municipality is still 

grants dependent and the level of dependency is not gradually going down.  

  

1.5 Operating Expenditure Framework 

 

The Municipalityôs expenditure framework for the 2024/25 budget and MTREF is informed 

by the following: 

¶ The renewal of existing assets and the repairs and maintenance needs; 

¶ Funding of the budget over the medium-term as informed by Section 18 and 19 of 

the MFMA; 

¶ The alignment of capital programme to the asset renewal requirement as per 

MBRR; 

¶ Operational surplus will be directed to funding the capital budget and 

¶ Strict adherence to the principle of no project plans no budget.  If there is no 

business plan no funding allocation will be made. 

 

The following diagram gives a breakdown of the main expenditure categories for the 

2024/25 financial year. 
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Figure 2 Main operational expenditure categories for the 2024/25 financial year 

1.5.1 Priority given to repairs and maintenance 

 

Aligned to the priority being given to preserving and maintaining the municipalityôs current 

infrastructure, the 2024/25 budget and MTREF provide for budget appropriations in the 

area of asset maintenance, as informed by the asset renewal and repairs and 

maintenance needs.  In terms of the Municipal Budget and Reporting Regulations, 

operational repairs and maintenance is not considered a direct expenditure driver but an 

outcome of certain other expenditures, such as remuneration, purchases of materials and 

contracted services.  

 

During the compilation of 2024/25 MTREF operational repairs and maintenance were 

identified as a strategic imperative owing to the aging of the municipalityôs infrastructure 

and historic deferred maintenance.  In this MTREF, repairs and maintenance budget has 

increased from R41, 117 million in the main adjustment budget to R41, 900 million in the 

special adjustment budget. In addition, the municipality is still experiencing budgetary 

constraints to meet the required 8% that repairs, and maintenance should contribute 

towards property, plant and equipment, and investment property.  In relation to property, 

plant and equipment, repairs and maintenance comprises of 2.7% throughout the MTREF 

period and this percentage is however way below the set norm of 8% as stipulated by 

National Treasury.  

 

1.6 Capital expenditure 

The major portion of capital expenditure budget is appropriated in vote 6 and for 2024/25 

and the budget in vote 6 is mainly for electrification and road infrastructure capital 

projects. The other departmentsô, id-est Corporate Services ï the appropriations are 

mainly for procurement of operational equipment such as ICT equipment, Office furniture, 

and other equipment while Community Services ï the appropriations are for fencing of 

cemeteries and upgrading of parks. 

 

Some of the salient projects to be undertaken over the medium-term include, amongst 

others: 
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Figure 3 Capital Infrastructure Program 

The following tables present the main adjustment budget tables as required in terms of 

section 8 of the Municipal Budget and Reporting Regulations. These tables set out the 

municipalityôs 2024/25 budget and MTREF. 

 

Asset Category

Sum of 

TotalBudget

Sum of 

Adustment

Sum of 

Adjusted 

Budget

Community Assets 11 696 000       1 217 391         12 913 391       

Computer Equipment 1 660 404         -                   1 660 404         

Electrical Infrastructure 22 226 526       521 739            22 748 265       

Furniture and Office Equipment 760 000            -                   760 000            

Machinery and Equipment 515 948            -                   515 948            

Roads Infrastructure 121 208 080      12 773 430       133 981 510      

Solid Waste Infrastructure 100 000            434 783            534 783            

Storm water Infrastructure -                   434 783            434 783            

Grand Total 158 166 958      15 382 125       173 549 083      
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Table B1 Sum: Adjustment Budget Summary 

  

  

Explanatory notes to Table B1 - Budget Summary 
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¶ Table B1 is a budget summary and provides a concise overview of the 

municipalityôs budget from all of the major financial perspectives (operating, capital 

expenditure, financial position, cash flow, and MFMA funding compliance).  

¶ The table provides an overview of the amounts contained in the budget for 

operating performance, resources deployed to capital expenditure, financial 

position, cash and funding compliance, as well as the municipalityôs commitment 

to eliminating basic service delivery backlogs. 

¶ Financial management reforms emphasises the importance of the municipal 

budget being funded. This requires the simultaneous assessment of the financial 

performance, financial position and cash flow budgets, along with the capital 

budget. The budget summary provides the key information in this regard: 

a. The operating surplus/deficit (after total expenditure net of non-cash items) is 

positive over the MTREF period. 

b. Capital expenditure is balanced by capital funding sources, of which 

i. Transfers recognised is reflected on the financial performance budget; 

ii. Internally generated funds are financed from the current operating 

surplus. The amount is incorporated in the net cash from investing on 

the cash flow budget.  The fact that the municipalityôs cash flow remains 

positive, and is improving indicates that the necessary cash resources 

are available to fund the capital budget. 

2. The cash backing/surplus reconciliation shows that the municipality does not have 

reserves and consequently many of its obligations are not cash-backed.  This place 

the municipality in a very vulnerable financial position with regards to replacement of 

assets since no capital replacement reserve is in place. Notwithstanding the absence 

of capital replacement reserves, at least the municipality is not operating on an over 

annual nor funding some of its capital projects through direct borrowings. Even though 

the Council is placing great emphasis on securing the financial sustainability of the 

municipality, this is not being done at the expense of services to the poor.  The section 

of free services shows that the amount spent on free basic services and the revenue 

cost of free services provided by the municipality has dropped and this is attributed to 

offering free basic services only to indigents and this function is not yet optimized. 

 

Operating expenditure 

- Contracted services are adjusted upwards by R407 thousand resulting from a 
combination of traffic fine management shortfall and ICT support re-allocation of 
funds to telephone communication. 

- Other materials are adjusted upwards by R783 thousand for building maintenance 
allocation from proceeds realised during assets auction that was recently 
conducted by the municipality.  
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- Other expenditures are adjusted upwards by R1 707 for protective clothing 
respectively allocation from proceeds realised during assets auction that was 
recently conducted by the municipality.  
 

Capital expenditure 
 
Capital expenditure is adjusted upwards by R17 million due to additional Municipal 

Infrastructure Grant (MIG) allocation as detailed in government gazette no.52381 

published on 25 March 2025 The breakdown is illustrated below: 

 

Transfers and subsidies ï Capital 

Transfers and subsidies (Capital) is adjusted upwards by R17 million due to additional 

MIG allocation. 
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Table B2: Adjustment Budget ï Standard Classification 

 

Explanatory notes to Table B2 - Budgeted Financial Performance (by standard 

classification) 

¶ Table B2 is a view of the budgeted financial performance in relation to revenue 

and expenditure per standard classification.  The modified GFS standard 

classification divides the municipal services into different functional areas. 

Municipal revenue, operating expenditure and capital expenditure are then 

classified in terms if each of these functional areas which enables the National 

Treasury to compile ówhole of governmentô reports. 

¶ Note the total revenue on this table includes capital revenues (Transfers 

recognised ï capital) and so does not balance to the operating revenue shown on 

Table B4. 
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Table B3: Adjustment Budget ï Municipal Vote 

 
 

Explanatory notes to Table B3 - Budgeted Financial Performance (revenue and 

expenditure by municipal vote) 

 

Table B3 is a view of the budgeted financial performance in relation to the revenue and 

expenditure per municipal vote.  This table facilitates the view of the budgeted operating 

performance in relation to the organizational structure of the municipality.  
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Table B4: Adjustment Budget ï Revenue & Expenditure 

 

 

Explanatory notes to Table B4 - Budgeted Financial Performance (revenue and 

expenditure) 
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Operating expenditure 

- Contracted services are adjusted upwards by R407 thousand resulting from a 
combination of traffic fine management shortfall and ICT support re-allocation of 
funds to telephone communication. 

- Other materials are adjusted upwards by R783 thousand for building maintenance 
allocation from proceeds realised during assets auction that was recently 
conducted by the municipality.  

- Other expenditures are adjusted upwards by R1 707 for protective clothing 
respectively allocation from proceeds realised during assets auction that was 
recently conducted by the municipality.  

 
Capital expenditure 
 
Capital expenditure is adjusted upwards by R17 million due to additional Municipal 

Infrastructure Grant (MIG) allocation as detailed in government gazette no.52381 

published on 25 March 2025 The breakdown is illustrated below: 

 

Transfers and subsidies ï Capital 

Transfers and subsidies (Capital) is adjusted upwards by R17 million due to additional 

MIG allocation. 
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Table B5: Adjustment Capital Budget ï vote and funding 

 

Explanatory notes to Table B5 - Budgeted Capital Expenditure by standard 

classification and funding source 

Capital projects are funded by Municipal Infrastructure Grant (MIG); Integrated National 

Electrification Programme (INEP); Municipal Disaster Recovery Grant (MDRG); Water 

Services Infrastructure Grant (WSIG); Local Government Sector Training and Training 

Authority (LGSETA) and internal generated revenue. An adjustment of R17 million is as 

a result of additional MIG allocation and R5 million proceeds realized from assets 

auction recently conducted by the municipality. 
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Table B5B: Adjustment Capital Budget ï by Vote 

  

   

Explanatory notes to Table B5 - Budgeted Capital Expenditure by vote, standard 

classification and funding source 

1. Table A5 is a breakdown of the capital program in relation to capital expenditure by 

municipal vote (multi-year and single-year appropriations); capital expenditure by 

standard classification; and the funding sources necessary to fund the capital budget, 

including information on capital transfers from national departments. 

2. The MFMA provides that a municipality may approve multi-year or single-year capital 

budget appropriations.  In relation to multi-year appropriations, for 2024/25 R87, 218 

million has been allocated of the total R158, 167 million (adjusted).  This allocation 

increases to R101, 644 million in the special adjustment budget. 

3. Single-year capital expenditure has been adjusted to R70, 948 million during main 

adjustment budget and increases to R71, 905 million in the special adjustment budget 

4. Unlike multi-year capital appropriations, single-year appropriations relate to 

expenditure that will be incurred in the specific budget year such as the procurement 

of vehicles and specialized tools and equipment. The budget appropriations for the 

two outer years are indicative allocations based on the departmental business plans 

as informed by the IDP and will be reviewed on an annual basis to assess the 

relevance of the expenditure in relation to the strategic objectives and service delivery 

imperatives of the Municipality.  For the purpose of funding assessment of the MTREF, 

these appropriations have been included but no commitments will be incurred against 
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single-year appropriations for the two outer-years. The capital program is funded from 

capital grants and transfers and internally generated funds from current year 

surpluses.  

 

Table B6: Adjustment Budget - Financial Position 

 

 
 

Explanatory notes to Table B6 - Budgeted Financial Position 

 

1. Table B6 is consistent with international standards of good financial management 

practice and improves understandability for councilors and management of the impact 

of the budget on the statement of financial position (balance sheet). 
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2. This format of presenting the statement of financial position is aligned to GRAP1, 

which is generally aligned to the international version which presents assets less 

liabilities as ñaccountingò community wealth. The order of items within each group 

illustrates items in order of liquidity, i.e. assets readily converted to cash, or liabilities 

immediately required to be met from cash, appear first. 

3. The municipal equivalent of equity is community wealth/equity. The justification is that 

ownership and the net assets of the municipality belong to the community. 

4. Any movement on the budgeted financial performance or the capital budget will 

inevitably impact on the budgeted financial position. As an example, the collection rate 

assumption will impact on the cash position of the municipality and subsequently 

inform the level of cash and cash equivalents at year end. Similarly, the collection rate 

assumption should inform the budget appropriation for debt impairment which in turn 

would impact on the provision for bad debt. These budget and planning assumptions 

form a critical link in determining the applicability and relevance of the budget as well 

as the determination of ratios and financial indicators. In addition the funding 

compliance assessment is informed directly by forecasting the statement of financial 

position. 

5. Table B6 is supported by an extensive table of notes that provide detailed analysis of 

the major components of a number of items, including: 

¶ Call investments deposits. 

¶ Consumer debtors. 

¶ Property, plant and equipment. 

¶ Trade and other payables. 

¶ Provisions non-current. 

¶ Changes in net assets; and  

¶ Reserves. 

 

6. Included in trade and other payables are the following non-cash items that should not 

be taken into account when determining the funding position of the municipality as 

there are already included as part of operating expenditure (as the contra account): 

¶ Accrued leave pay 

¶ Accrued bonus 

 

7. Additionally, retention release is taken into account under payment to suppliers and 

employees in the cash flow statement. 

 

Increase in trade and other payables relates to unspent conditional grant based on 
MDRG and MIG additional allocation that will not be spent by end of financial year. 
Cash and cash equivalent is also affected in this regard resulting in cash inflow of the 
same amount. 
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Property plant and equipment are adjusted upwards as a result of additional MIG 
allocation and other capital projects funded by internally generated funds from auction 
proceeds. 
 
 
Table B7: Adjustment Budget ï Cash Flows 

 

 
 
Explanatory notes to Table B7 - Budgeted Cash Flow Statement 
 
1. The budgeted cash flow statement is the first measurement in determining if the 

budget is funded. 

2. It shows the expected level of cash in-flow versus cash out-flow that is likely to result 

from the implementation of the budget. 



22 
 

3. It can be seen that the cash level of the municipality is projected to consistently 

increase, however the achievement of these results, requires implementation of 

stringent credit control. 

4. 2024/25 MTREF has been informed by the planning principle of ensuring adequate 

cash and cash equivalent over the medium-term and as a result, the cash and 

investment management policy is now in place. 

5. Capital payment is exclusive of retention amounting to 10% of the work done. 

 

Cash flow from operating activities 

Transfer and subsidies (capital) cash inflow is as a result of additional MIG allocation. 

 

Increase in payment to suppliers and employees is as a result on upward adjustment in 

operating expenditure (Refer to table A4) 

 

Cash flow from investing activities 

Payments on capital assets is as a result of MIG additional allocation allocated to projects 

currently being implemented. 

 

Additionally, the municipality conducted assets auction recently where proceeds have 

been realised and a portion of those proceeds have been earmarked for implementation 

of other capital projects/assets. 

 

However, the above payments are exclusive of retention withheld. 

 

Cash flow from investing activities 

There are no changes. 

Table B8: Adjustment Budget ï Cash Backed Reserves 
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Explanatory notes - Cash Backed Reserves/Accumulated Surplus Reconciliation 

 

1. The cash backed reserves/accumulated surplus reconciliation is aligned to the 

requirements of MFMA Circular 42 ï Funding a Municipal Budget. 

2. In essence the table evaluates the funding levels of the budget by firstly forecasting 

the cash and investments at year end and secondly reconciling the available funding 

to the liabilities/commitments that exist. 

3. The outcome of this exercise would either be a surplus or deficit. A deficit would 

indicate that the applications exceed the cash and investments available and would 

be indicative of non-compliance with the MFMA requirements that the municipalityôs 

budget must be ñfundedò. 

4. Non-compliance with section 18 of the MFMA is assumed because a shortfall would 

indirectly indicate that the annual budget is not appropriately funded. 

5. From the above table, it is clearly indicated that the municipality has surplus over 

MTREF.  

 

 

 



24 
 

Table B9: Adjustment Budget ï Asset Management 
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Explanatory notes to Table B9 - Asset Management 

1. Table B9 provides an overview of municipal capital allocations to construct 
and/procure new assets, renewal, and upgrading of existing assets, as well as 
spending on repairs and maintenance by asset class. 

2. National Treasury has recommended that municipalities should allocate at least 40 
per cent of their capital budget to the renewal and upgrading of existing assets, and 
allocations to repairs and maintenance should be 8 per cent of PPE. The municipality 
allocated 74% of the capital budget to the renewal and upgrading of existing assets 
which is considered to be an achievement. 
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3. The renewal and upgrading of existing assets target has been met throughout the 

MTEF period, however, the achievement of repairs and maintenance target remains 

a challenge. 

Table B10: Adjustment Budget ï Service Delivery 

 



27 
 

PART 2 ï SUPPORTING DOCUMENTATION 
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Table SB 1: Adjustment Budget ï Supporting detail to Budgeted Financial Performance
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Table SB 2: Adjustment Budget ï Supporting detail to Financial Position 
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Table SB 3: Adjustment Budget ï Performance Objectives (SDBIP) 
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Table SB 4: Adjustment Budget ï Performance indicators and benchmarks 
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Table SB 6: Adjustment Budget ï Funding Measurements 

 

 

Table SB7: Adjustment Budget - Transfers and Grants Receipts  
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Table SB 8: Adjustment Budget ï Transfers and Grants Expenditure 
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Table SB 9: Adjustment Budget ï Reconciliation of Transfers; Grants Receipts 

and Unspent Funds 
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Table SB 10: Adjustment Budget ï Transfers and grants made by the municipality 
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Table SB 11: Adjustment Budget ï Councillors and Staff Members 
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Table SB 12: Adjustment Budget ï Monthly Revenue and Expenditure (Municipal 

Vote) 
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Table SB 13: Adjustment Budget ï Monthly Revenue and Expenditure (Functional 

Classification) 
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Table SB 14: Adjustment Budget ï Monthly Revenue and Expenditure 
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Table SB 15: Adjustment Budget ï Monthly Cash flow 

 


















