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1.1. MAYORS’ REPORT    

The 2024/2025 MTREF was approved by Council on 17 May 2024 in accordance with Section 24(1) of 

the Local Government: Municipal Finance Management Act, 2003(Act 56 of 2003). In terms of section 

28 of the MFMA a municipality may revise an approved annual budget through an adjustments budget. 

Only the Mayor may table an adjustments budget in the municipal council. Consideration of the reasons 

for the adjustment budget covers the backdrop provided in the Section 72 report, whereby a thorough 

assessment was done in reviewing the revenue and expenditure items in the budget. The mid-year 

assessment give rise to the need for the adjustment budget. The following crucial areas underpin the 

revision of the annual budget.  

1. New allocations of cash backed reserves/investment to fund capex or opex. 

There are no new allocations of cash backed accumulated funds to support both capital and 

operational expenditure.  

2. Multi -year fund shifting in capital projects 

No multi-year funds will be shift in the capital program 

3. Unforeseen and unavoidable expenditure 

In terms of regulation 23(6)(b), a special adjustments budget must be tabled in the municipal 

council when a mayor tables the annual report in terms of section 127(2) of the MFMA, which 

may only deal with unauthorised expenditure from the previous financial year which the 

council is being requested to authorise in terms of section 32(2)(a)(i) of the MFMA. 

The municipality did not table for approval an adjustments budget in relation to the 

unauthorised expenditure which was incurred during the 2023/24 financial year in line with 

section 28(2)(g) of the MFMA, read with regulation 23(6) of the MBRR. 

4. Allocation and grant adjustment 

The municipality did not receive additional grant funding from the amended gazetted DORA 

notice No. 52142 issued on 19 February 2025. The roll-over applications were submitted for 

the INEP grant (R2,7 million rands) and Massification Electrification grant (R3,7 million 

rands). The grant roll-over approval received.  EPWP grant was topped by internally by an 

amount of R2.7 million rands. 

The municipality is mindful of the opportunity brought by the adjustment budget in terms of authorisation 

of unforeseen and unavoidable expenditure (MBRR Regulation 71), the adjustment budget allows council 
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to provide ex post authorisation for unforeseen and unavoidable expenditure in terms of section 29 of the 

MFMA.  The mayor therefore recommend the municipal council to approve the funded adjustment budget, 

the mayor further recommend that the council approve the revision to the SDBIP where applicable. 

  

1.2. RESOLUTIONS   
 
Adjustment budget is tabled before council for consideration by Council. Hereunder are the resolutions in 

terms of the Municipal Budget and Reporting Regulations Schedule- B for consideration by council:  

 

• The Council approves and adopts the adjustment budget for 2024/2025 financial year and the two 

outer years with the proposed amendments. 

 

1.3. EXECUTIVE SUMMARY   

The fundamental purpose of this report is to comply with section 21 and section 22 of the Municipal 

Budget and Reporting Regulations, by submitting to the Council for the approval of the adjustment budget 

in a format specified in Schedule A and in line with funding requirements of section 22. The executive 

summary provides a high-level overview of the adjusted budgeted financial performance of the 

municipality. This section highlights the adjustments made to the approved annual budget. Additional 

information is provided to augment the B-schedule tables.  

 

Fundamentally the focus is made on completing all capital infrastructure projects funded internally. The 

municipality aim to review all long outstanding capital project that have been in progress for more than 

five years. The table below shows the list of internally funded capital projects in the current year. 

Table:1 Internally Funded Projects (2024/25)

 

PROJECT NAME CONTRACT VALUE EXPENDITURE INC.VAT Retention Held Inc. AVAILABLE BUDGET
BHEKEKHANYA CRECHE 2 631 469,00R                     2 000 764,32R                    275 935,50R                906 640,18R                    
MALANGA ROAD 10 967 239,00R                  12 033 284,99R                 1 019 217,02R            1 019 217,02R                
NYAKAZA HALL 5 179 359,77R                     5 342 355,25R                    911 938,48R                748 943,00R                    
TLOKWENI CRECHE 3 575 701,58R                     2 759 218,41R                    421 592,88R                1 238 076,04R                
BUY BACK CENTRE 23 377 324,08R                  22 807 818,77R                 2 058 963,31R            2 628 468,62R                
SHEEP AND WOOL 18 505 194,51R                  10 364 157,94R                 1 704 349,00R            9 845 385,57R                
NCOME HALL 5 065 612,00R                     5 108 643,49R                    964 245,56R                921 214,07R                    
NHLABAMKHOSI HALL 5 600 014,63R                     5 293 843,48R                    955 382,74R                1 261 553,89R                
INCUBATOR UNIT 5&6 12 166 194,43R                  2 745 430,70R                    244 126,60R                9 664 890,33R                
CEMETRIES 4 421 938,19R                     3 937 447,08R                    422 541,25R                907 032,35R                    

91 490 047,19R                  72 392 964,44R                 8 978 292,33R            29 141 421,07R             

INHOUSE PROJECTS
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1.4. ADJUSTMENT BUDGET TABLES   

BUDGET FINANCIAL PERFORMANCE (REVENUE AND EXPENDITURE) - TABLE B4 

 

 

1.4.1. REVENUE BY SOURCE NARRATION 

Property rates – the municipality did not adjust the property rates revenue. 

Service charges – (electricity) - the municipality did not adjust the property rates revenue. 

Service charges – (refuse) – there are no budget movements made for refuse removal.   

Rendering of services  - there are no budget movements made for rendering of services.   

Interest earned from Current and Non-Current Assets – the original budget in relation to investment 

was R5.9 million rands, the figure has been adjusted upward to R9 million rands. The addition to 

investments is attributable to VAT refunds from SARS and the Dept of Public Works debt payments.   
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Operational Revenue – revenues from miscellaneous sources such as burial fees, tender sales etc, are 

adjusted upward by R1.5 million rands from original budget of R216 thousand. The actual transactions 

reflects that the municipality is generating more revenue from the above listed sources.   

 

1.4.2. EXPENDITURE BY TYPE NARRATION 

Employee related costs – employee costs have been adjusted downward from the original budget by an 

amount of R622 thousand, the adjusted budget stands at R118.3 million rands from original budget of 

R118.9.  

Remuneration of councillors – the original budget has not been adjusted, hence the final figure for 

councillors’ remuneration remains unchanged at R17.1 million rands. 

Bulk purchases – electricity – the original budget of R40 million rands is adjusted upward by R4 million 

rands hence the final budget is R44.9 million rands, this adjustment is caused by the actual Eskom billing 

for six months. 

Inventory consumed – inventory consumed initial budget is dropped by R296 thousand from R1.6 million 

rands. The adjustment is supported by identified transactions that are not classified as inventory. 

Contracted services –review of contracted services done for six months concludes that some contracted 

services will require less funding e.g. accommodation other contracted services adjusted  include security 

services, plant hire, internal audit, etc., thus the budget has been adjusted down by R863 thousand million 

rands from R49.9 million rands to R49.1 million rands. 

Transfer and subsidies – this line items includes expenditures that relates mostly to the municipal events, 

hand-outs, poverty alleviation projects, youth excellence awards, youth empowerment programs, etc. The 

budget for such events has been scaled down to align available funds with planned events. Downward 

adjustment is made amounting to R345 thousand million rands from R2.8 million rands to R2.5 million 

rands. 

Other expenditure (operational costs) – other expenditure entails general expenses that the municipality 

incurs, ranging from bank charges, fuel and oil, electricity charges (other than bulk electricity), to 

telephone, commission etc., these expenditures are projected to decrease based on the assessment of the 

first half of the year hence the adjustment of R1.8 thereby reducing the original budget from R41.5 million 

rands to R39.7 million rands. 

Surplus/(Deficit) – the surplus is adjusted by R10.7 million rands stemming from transfers and subsidies 

- capital adjustment of R6 million rands and the surplus / deficit is adjusted by R4.6 million rands. 
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1.4.3. CAPITAL EXPENDITURE AND FUNDS SOURCES 

Table SB17 shows monthly capital expenditure functional classification. The municipality project to spend 

R7 million rands at minimum for capital expenditure monthly. 

 

Capital expenditure original budget figure of R80.2 million rands is increased to R85.5 million rands. 

There are no new allocations from amended DORA in February 2025. 

 

There are no borrowings that the municipality has applied or considered in this financial year. Expenditure 

funded from internally generated funds covers infrastructural and non-infrastructural projects that are not 

covered by MIG grant. 
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1.4.4. FINANCIAL POSITION SUMMARY  

Overall, the financial position reflects a surplus figure. The restated balance due to adjusted accumulated 

surplus opening balance. The surplus and deficit adjusted figure increased to R45 million rands. 

 

 

1.4.5. ADJUSTMENT BUDGET SUMMARY - TABLE B1 
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Only two revenue items were adjusted that is investment revenue and other own revenue. The action to 

adjust the revenue items is supported by actual revenue recognised from interest on investment as well as 

revenue from miscellaneous items such as tender documents sales. 

In essence four adjustments in relation to expenditure items are noted and details thereto are covered under 

table B4. 

1.4.6. BUDGET FINANCIAL POSITION - TABLE B6 

Total current assets budget has been adjusted significantly upward by R50 million rands, from the original 

budget amount of R132 million rands to a final figure of R182 million rands. The main attributing factors 

to this increase are the increase cash and cash equivalents and receivables from non-exchange. The 

municipality invested extra reserves in the month of February, thereby pushing the investment balance to 

R94 million rands. 

 

Total non-current assets budget has been adjusted upward by R65.2 million rands, to account for accurate 

audited opening balance, additions to PPPE, intangible assets and long-term receivables. 

 

Total current liabilities – trade and other payables budget is increased by R34.7 million rands from the 

original budget amount of R103 million rands, the adjustment aims to cover shortfalls noted on trade and 

other payables from exchange transactions, trade and other payables from non-exchange transactions, 

provisions and VAT line items. Table B6 below details the adjustments related to financial position of the 

municipality. 
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1.4.7. FUNDED POSITION 

1.4.7.1. ADJUSTMENT BUDGET CASH FLOW - TABLE B7 

The municipal adjustment budget is funded. Original budget for receipts under cash flow from operating 

activities totals to R334 million rands and only two adjustments are made on transfers and subsidies - 

capital as well as interest. Payments under cash flow from operating activities totals R296 million rands 

after an increase in adjustment amounting to R2.8 million rands.  Operating activities are covered by R50 

million as the receipts exceed payments by the same amount.  

Cashflow from investing activities shows an amount of R90 million rands which shows that there was an 

outflow of cash toward asset expansion/addition which is a good indication of investment by the 

municipality. There are no receipts under the investing activities. 
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Cashflow from investing activities reflects no transactions, this is because the municipality has no 

borrowings in the current financial year to finance capital expenditure. Table B7 below gives full indication 

of transactions relating to cash flow of the municipality. 

ADJUSTMENT BUDGET CASH FLOW - TABLE B7 

 

 Cash and cash equivalent at the year-end amount shows a final figure of R69.5 million rands which 

decreased slightly from R72.4 million rands reported in the previous year. As a result of the cash and cash 

equivalent balance the adjustment budget position is funded. 

 

 

 

 

 

 

 



                                                               Nquthu Local Municipality Budget Adjustment Narrations 24-25 

 

12 | P a g e  

 

PART 2 – SUPPORTING DOCUMENTATION  

2.1. ADJUSTMENT BUDGET ASSUMPTION  

When preparing the 2024 /2025 budget estimates, the following assumptions were taken into 

consideration: 

1. The average CPI index for the period 01 July 2023 to 28 February 2024. 

2. The bulk electricity service provider will be allowed a maximum 11.66% inflation increase. 

3. The employee related costs and councillor allowances will be allowed in line with gazette. 

4. Critical positions will be filled and strategic positions in the management will be filled. 

5. Interest rates will remain at 8% for outstanding debtors. 

6. Collection rate is assumed to gradually increase in line with CPI or remain still.  

The adjustment budget assumptions could not diverge from the annual budget assumptions thus remaining 

unchanged. However, the revenue and expenditure projected and budgeted for at the beginning of the 

financial year has been revised. Table B4 and Table B1 provide extensive details on revised figures and 

reasoning thereof.  

  

2.2. ADJUSTMENTS TO BUDGET FUNDING   

Significant adjustments to budget funding was concluded on the following revenue and expenditure line 

items, and the reasons thereof are detailed under Table B4. 
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2.3. ADJUSTMENT TO EXPENDITURE ON ALLOCATION AND GRANT PROGRAMMS   

Grant register extract below shows the expenditure recognised, there are no adjustment to expenditure 

allocation on grant programmes. The adjusted DORA notice No. 52142 issued on 19 February 2025 did 

not include new allocations for Nquthu Municipality. 
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2.4. ADJUSTMENT TO ALLOCATIONS AND GRANTS MADE BY THE MUNICIPALITY   

There are no allocations and grants made by the municipality in the annual budget, thus 

there are no adjustment allocations and grants made as per table SB10 below.  

 

2.5. ADJUSTMENT TO COUNCILLOR ALLOWANCES AND EMPLOYEE BENEFITS   

An upward adjustment is made to senior managers basic salaries and wages, UIF, leave payment due to 

under estimation made in the original budget. significant adjustments are noted from employee benefits 
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whereby downward adjustments include staff salaries and wages, pension & UIF, housing allowance as 

well as post-retirement obligations. The upward adjustment is supported by actual expenditure to date and 

covers the following items medical aid contributions, overtime, performance bonus and other benefits & 

allowances. 

 

2.6. ADJUSTMENT TO SERVICE DELIVERY AND BUDGET IMPLEMENTATION PLAN   

Separate report from Performance Management Unit entails the details to this subject.  

2.7. ADJUSTMENT TO CAPITAL EXPENDITURE  
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2.8. OTHER SUPPORTING DOCUMENTS  

Cash backed reserves/accumulated surplus reconciliation - Table B8 

 

Table B8 highlights additional information from cash backed reserves reconciliation and working capital 

requirements, thereby outlining the estimated collection rate of 23%. 
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Table B2 Adjustments Budget Financial Performance (functional classification)  

Table B2 highlights adjustment budget financial performance by functional classification.  
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Asset Management - Table B9 

 

Basic service delivery measurement - Table B10 

The original budgets for cost of free basic services provided to customers did not change. 

 

2.9. MUNICIPAL MANAGER’S QUALITY CERTIFICATE   
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MUNICIPAL MANAGER’S QUALITY CERTIFICATE 
  

  

I Mpumelelo. B. Jiyane, Municipal Manager of Nquthu Municipality, hereby certify that the:  

  

24/25 Adjusted Budget Supporting Documentation 

  

has been prepared in accordance with the Municipal Finance Management Act and the regulations made 

under the Act, and that the adjustment budget and supporting documentation are consistent with the 

Integrated Development Plan of the municipality. 

  

  

Name                                    :Mr Mpumelelo B. Jiyane  

 

Designation                          : Municipal Manager of Nquthu Municipality (KZN 242)  

  

Signature:        : __________________________  

  

 Date           : 26/02/2024 

 


