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Adjustment Budget 

 

1.1 Mayor’s Report 

 

The Executive Mayors report will be handed out during the Budget meeting. 

 

1.2 Purpose of the Report 

 

The purpose of this report is to table in Council the Adjustment budget for the 

2024/25 financial year to Council for approval in terms of Section 28 of the 

MFMA. The adjustment budget emanates from the mid-year performance 

assessment as per Section 72 of the MFMA. 

The adjustment will: 

 

• adjust the revenue and expenditure estimates downwards where there 

is material under-collection of revenue during the in year;  

• appropriate additional revenues that have become available over and 

above those anticipated in the annual budget, but only to revise or 

accelerate spending programs already budgeted for; 

• authorize the utilization of projected savings in one vote towards 

spending under another vote; and 

• correct any errors in the annual budget;  
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1.3 Legislative Background 

 

Section 72 of the MFMA stating that “the accounting officer of a municipality 

must by 25 January each year, assess the performance of the municipality 

during the first half of the financial year, taking into account: 

• The monthly statements referred to in section 71 for the first half of the 

financial year; 

• The municipality’s service delivery performance during the first half of the 

financial year, and the service delivery targets, and performance 

indicators set in the service delivery and budget implementation plan; 

• The past year’s annual report and progress on resolving problems 

identified in the annual report; and  

• The performance of every municipal entity under the sole or shared 

control of the municipality, taking into account reports in terms of section 

88 from any such entities”. 

• Furthermore, “the accounting officer must, as part of the review, make 

recommendations as to whether an adjustments budget is necessary; 

and recommend revised projections for revenue and expenditure to the 

extent that it may be necessary”. 

  

The mid-year performance assessment review was tabled in Council on 31 

January 2025 and Council approved its recommendations.  

On the 12 February 2025, Provincial Treasury as part of its oversight role as 

per section 5 of the MFMA organised the mid-year budget bilateral where it 

invited, National Treasury, Provincial COGTA and SARS. The purpose of 

bilateral was to provide a high-level overview of the municipality’s 

performance for the first 6 months of the 2024/25 financial year on 

compliance, financial performance and challenges. Recommendations made 
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through the bilateral meeting have been considered when preparing the 

adjustment budget. 

1.4 Summary of Operating Revenue Excluding Capital Transfers 

 

 

The total revenue excluding capital transfers and contributions increased from 

R765.5 million in the original budget to R 833.9 million in the adjustment 

budget. The increase amount to R68.3 million or 8%. 

The increase can be attributed to water service charges and interest on 

receivables. During the financial year the municipality replaced inactive water 

meters and opened new accounts in the newly established township in 

Moemaneng and Matwabeng. These contributed to an increase water billed.  

Another contributing factor was interest from receivables, when assessing the 

performance of the first half of the financial year it was discovered that interest 

earned from receivables’ performance was higher than it was anticipated in 
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the original budget, therefore it needs to be adjusted upward to R93.9 million 

[by 47%] from R50 million. On the other hand, interest from non-exchange 

revenue mainly property rates were adjusted to R18 million.  

Revenue from interest earned from current and non-current assets, fines and 

licences or permits was adjusted downwards, this was mainly because of the 

observed under performance in the first half of the financial year. 

1.5 Summary of Operating Expenditure by Type 

 

 

 

The operating expenditure increased from R925,7 million in the original 

budget to R1.0 billion in the adjustment budget, an increase amount to R108.2 

million or 10%.  

Employee related costs remained unchanged this was as a result that the 

performance during the first half of the financial year was still in line even after 

considering the implementation of the salary increases and the 

implementation of the newly adopted organisational structure, however 

Remuneration of Councillors increased by R710 thousands or 4%. 

Bulk purchases and irrecoverable debts written off also remained unchanged.  

Debt impairment, depreciation and amortisation and transfers and subsidies 
were increased with R43.9 million, R6.2 million and R17.6 million respectively. 



Setsoto Local Municipality – Adjustment Budget 2024/25 
 

 

 Page 
7 

 
  

These increases were done in other to implement inputs received from the 
Provincial Treasury 

Contracted services were increased by R23 million to R58.7 million. This was 
mainly due to the appointment of new panel of security services that conforms 
with the Occupational Health and Safety Act together with PSIRA. The other 
contributing factor was the appointment of a service provider for the printing 
machines through the Transversal tender. 

Operational costs also increased with R9.7 million to R81.8 million. It should 
be noted that even though there is an increase in operational expenditure the 
municipality is doing its best to control spending on non-essential items by 
enforcing the cost containment measures. 

 

1.6 Summary of Revenue and Expenditure by Vote 

 

 

The above table depicts the revenue by vote including capital transfers and 

subsidies and expenditure by vote. The increase in revenue is mainly on the 

operating revenue since there were no additional transfers and subsidies 

received and roll-overs of capital grants. 

The adjustment budget appropriate funds mainly in service delivery votes 

such as Technical services and Development Planning and Social Security, 
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the two votes takes approximately 79% of the appropriated expenditure 

budget whilst the supporting votes shares 21%. 

1.7 Capital Budget 

 

 

 

The capital budget increased from R231.8 million in the original budget to 

R244 million in the adjusted budget. Trading services takes 79% of the 

appropriated capital expenditure budget followed by economic and 

environmental services with 16% appropriation. 

1.8 Funding credibility on cash flow 

 

The importance of tabling funded budgets is highlighted in the MFMA and its 

Circulars as one of the game changers in local government to ensure financial 

sustainability. 
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To determine a realistic and credible budget the following calculation was made: 

 

 

 

With the necessary financial discipline, the municipality will be able to maintain 

the basic service delivery. 

 

 

 

 

 

 

 

 

 

Funding Calculation

Original 

Budget

Adjusted 

Budget

Total Revenue (excluding capital 

transfers and contributions) 765 500 833 859

Debt impairment -93 089 -136 983

Transfers and subsidies -32 159 -49 761

Cash Generated Revenue 640 252 647 115

Total Expenditure 925 731 1 034 025

Debt impairment -93 089 -136 983

Depreciation and amortisation -162 863 -169 100

Transfers and subsidies -32 159 -49 761

Irrecoverable debts written off -58 000 -58 000

Cash Expenditure 579 620 620 181

Cash Surplus/(Shortfall) 60 632 26 934

Total Surplus/(Deficit) -160 231 -200 166
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Municipal manager’s quality certificate 

 

I, N F Malatjie, Municipal Manager of Setsoto Local Municipality, hereby certify 

that the adjusted budget and supporting documentation have been prepared in 

accordance with the Municipal Finance Management Act and the regulations 

made under the Act, and that the annual budget and supporting documents are 

consistent with the Integrated Development Plan of the municipality.  

 

Print Name: Mrs. N F Malatjie    

Municipal manager of Setsoto Municipality (FS191) 

Signature ______________________________________________ 

Date    _____________________________ 

 

 

 


