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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:

e adjust the revenue and expenditure estimates downwards where there
Is material under-collection of revenue during the in year;

e 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;

e authorize the utilization of projected savings in one vote towards
spending under another vote; and

e 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:

e The monthly statements referred to in section 71 for the first half of the
financial year,

e 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;

e The past year’s annual report and progress on resolving problems
identified in the annual report; and

e 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”.

o 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

Setsoto Local Municipality - Table B4 Adjustments Budget Financial Performance (Revenue and Expenditure) -
June

Description Ref Budget Year 2024/25 Budget Budget
Year +1 Year +2
2025/26 2026/27
Figures in Rand thousand Original Prior Accum. Multi-year Unfore.  Nat. or Prov. Other Total Adjusted Adjusted Adjusted
Budget Adjusted Funds capital Unavoid. Govt. Adjusts Adjusts. Budget Budget Budget
A Al B C D E F G H
Revenue

Exchange revenue

Service charges - Electricity 128,116 - - - - - - - 128,116 134 522 141,248
Service charges - Water 75,069 - - - - - 8,000 8,000 83,069 78,822 82,763
Service charges - Waste water 43,116 - - - - - - - 43116 45272 47,536
management
Service charges - Waste 58,105 - - - - - - - 58,105 61,011 64,061
management
Sale of goods and rendering of 2,142 - - - - - 471 471 2613 2,249 2,361
services
Interest earned from receivables 50,000 - - - - - 43882 43,882 93 882 52,500 55,125
Interest earned from current and 11,454 - - - - - (2,061) (2,061) 9393 12,027 12,628
non current assets
Dividends 85 - - - - - - - 85 89 94
Rent on land 1,754 - - - - - 163 163 1,917 1,841 1,933
Rental from fixed assets 114 - - - - - 3 3 "7 120 126
Operational revenue 563 - - - - - 195 195 758 591 620
370,518 - - - - - 50,653 50,653 421,171 389,044 408,495
Non-exchange revenue
Property rates 85,836 - - - - - - - 85,836 90,128 94,634
Fines, penalties and forfeits 315 - - - - - (215) (215) 100 331 347
Licences or permits 132 - - - - - (112) (112) 20 138 146
Transfer and subsidies - 270,624 - - 270,624 284 155 208 363

Operational
Interest

- 18,033 18,033 18,033
Operational revenue 5,891 - -

5,801 6,185 6,494

Gains on disposal of assets 184 - - - - - - - 184 194 203
Other gains 32,000 - - 32,000 33,600 35,280

394,982 - - - - - 17,706 17,706 412,688 414,732 435,467
Total Revenue (excluding 765,500 - - - - - 68,359 68,359 833,859 803,776 843,962

capital transfers and
contributions)

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

Setsoto Local Municipality - Table B4 Adjustments Budget Financial Performance (Revenue and Expenditure) -
June

Description Ref Budget Year 2024/25 Budget Budget
Year +1 Year +2
2025/26 2026/27
Figures in Rand thousand Original Prior Accum. Multi-year Unfore. Nat. or Prov. Other Total Adjusted Adjusted Adjusted
Budget Adjusted Funds capital Unavoid Govt. Adjusts Adjusts Budget Budget Budget

A Al B cC D E F G H

Expenditure

Employee related costs 267,542 - - - - - - - 267,542 280,923 294 972
Remuneration of councillors 16,158 - - - - - 710 710 16,868 16,966 17,814
Bulk purchases - electricity 139,377 - - - - - - - 139377 146 346 153,664
Inventory consumed 46,258 - - - - - 6,278 6,278 52,536 48,571 51,000
Debt impairment 93,089 - - - - - 43,894 43,894 136,983 97,744 102,631
Depreciation and amortisation 162,863 - - - - - - 6,237 169,100 171,006 179,557
Interest 2,550 - - - - - 733 733 3,283 2,678 2,811
Contracted services 35,658 - - - - - 23,069 23,069 58,727 37,442 39,314
Transfer and subsidies 32159 - - - - - 17,602 17,602 49761 33767 35456
Irrecoverable debts written off 58,000 - - - - - - - 58,000 60,900 63,945
Operational costs 72,077 - - - - - 9,771 9,771 81,848 75,681 79,467
Total Expenditure 925,731 - - - - - 102,057 108,294 1,034,025 972,024 1,020,631
(Deficit)/Surplus (160,231) - - - - - (33,698) (39,935)  (200,166) (168,248)  (176,669)
Transfers and subsidies - capital 218,681 - - - - - 218,681 218,681 218,681 229615 241,096
(monetary allocations)

Surplusi/(Deficit) for the year 58,450 - - - - - 184983 178,746 18,515 61,367 64,427

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.
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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

Setsoto Local Municipality - Table B3 Adjustments Budget Financial Performance (Revenue and Expenditure by
Municipal Vote) - June

Vote Description Ref Budget Year 2024/25 Budget Budget
Year +1 Year +2
2025026 2026127

Figures in Rand thousand Original Prior Accum.  Mulfiyear  Unfore.  Nat orProv.  Other Total Adjusted  Adjusted  Adjusted
Budget Adjusted Funds capital Unavoid Govt. Adjusts Adjusts Budget Budget Budget
A Al B C D E F G H

Revenue by Vote

VVote 1 - Executive and Council 8,106 n N 8417 8,51 8,037
Vote 2 - Municipal Manager 132 - - - - - (112) (112) 20 139 146
Vote 3 - Finance 115,070 - - - - - 18,811 18,811 133,881 120,824 126,865
Vote 4 - Administration and 324 - - - - - (76) (786) 248 K2y 358
Support

Vote 5 - Development Planning 99,373 - - - - - 13,566 13,566 112,939 104,342 109,559
Sacial Security

Vote G - Technical Services 761175 - - - - - 39,860 39,860 797,035 799,234 830,197
Total Revenue by Vote 984,180 - - - - - 68,360 68,360 1,052,540 1,033,391 1,085,062
Expenditure by Vote

Vote 1- Executive and Council 63,221 - - - - - 15,380 15,380 78,601 66,382 69,702
Vote 2 - Municipal Manager 24 977 - - - - - 1,831 1,831 26,808 26,226 27538
Vote 3 - Finance 59,833 - - - - - 7,601 7,601 67434 62,626 65,967
Vote 4 - Administration and 42548 - - - - - 1,91 191 44 459 44676 46,910
Support

Vote 5 - Development Planning 134,839 - - - - - 42752 42,752 177,591 141,582 148,661
Sacial Security

Vote 6 - Technical Services 600,314 - - - - - 38,819 38,819 639,133 630,331 661,851
Total Expenditure by Vote 925,732 - - - - - 108,294 108,294 1,034,026 972,023 1,020,629
(Deficit)/Surplus for the year 58,448 - - - - - (39,934)  (39,934) 18,514 61,368 64,433

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

Setsoto Local Municipality - Table B5 Adjustments Budget Capital Expenditure by Vote, Functional Classification
and Funding - June

Description Ref Budget Year 2024/25 Budget Budget
Year +1 Year +2
2025/26 2026/27
Figures in Rand thousand Original Prior Accum Multi-year Unfore.  Nat. or Prov Other Total Adjusted Adjusted Adjusted
Budget Adjusted Funds capital Unavoid Govt. Adjusts Adjusts Budget Budget Budget

A Al B C D E F G H

Capital expenditure - Vote

Single-year expenditure to be appropriated

Vote 1 - Executive and Council - - - - - - 140 140 140

Vote 2 - Municipal Manager - - - - - - 742 742 742 - -
Vote 3 - Finance 435 - - - - - (38) (38) 397 457 480
Vote 4 - Administration and - - - - - - 235 235 235 - -
Support

Vote 5 - Development Planning 4,406 - - - - - 10,280 10,280 14,686 4627 4,858
Social Security

Vote 6 - Technical Services 226,925 - - - - - 861 861 227786 238271 250,185
Capital single-year 231,766 - - - - - 12,220 12,220 243,986 243,355 255,523

expenditure sub-total

Capital Expenditure - Functional

Governance and administration

Executive and council - - - - - - 432 432 432 - -
Finance and administration 485 - - - - - 4222 4222 4707 509 /35
485 - - - - - 4,654 4,654 5139 509 535
Community and public safety
Sport and recreation 1,306 - - - - - 6,633 6,633 7,939 1,371 1,440
Housing - - - - - - 220 220 220 - -
1,306 - - - - - 6,853 6,853 8,159 1,37 1,440
Economic and environmental services
Road transport 47,485 - - - - - (9,027) (9,027) 38,458 49,859 52,352
Trading services
Energy sources 11,481 - - - - - 9,642 9,642 21,123 12,055 12,658
Water management 57,951 - - - - - 53,726 53,726 111,677 60,849 63,891
Waste water management 110,008 - - - - - (53,700) (53,700) 56,308 115,508 121,284
Waste management 3,050 - - - - - 12 72 3,122 3,203 3,363
182,490 - - - - - 9,740 9,740 192,230 191,615 201,196
Total Capital Expenditure - 231,766 - - - - - 12,220 12,220 243,986 243,354 255,523
Functional
Funded by:
National Government 218,681 - - - - - - - 218,681 229615 241,096
Borrowing 5,300 - - - - - - - 5,300 5,565 5,843
Internally generated funds 7,785 - - - - - 8,080 8,080 15,865 8,174 8,583
13,085 - - - - - 8,080 8,080 21,165 13,739 14,426
Total capital funding 231,766 - - - - - 8,080 8,080 239,846 243,354 255,522

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:

Original Adjusted
Funding Calculation Budget 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

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

the basic service delivery.
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Municipal manager’s quality certificate

[, 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
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