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1. PURPOSE  
 

The purpose of the report is to obtain council approval on the Mid-Year 

adjustment budget for Amahlathi Local Municipality for 2025/2026 financial 

year. 

 

2. LEGAL/STATUTORY REQUIREMENTS  
 

Municipal Finance Management Act  

Municipal Budget and Reporting Regulations 

 
3. BACKGROUND  
 
In terms of section 28(2) (b) of the Municipal Finance Management Act, 2003 

(Act No. 56 of 2003) read together with sub-regulation 23 of the Municipal 

Budget and Reporting Regulations, municipalities must adjust their MTREF 

budgets to account for the additional revenues that become available over and 

above those anticipated in the annual budget. An adjustment budget:- 

 
 Must adjust the revenue and expenditure estimates downwards if there is 

material under-collection of revenue during the current year. 

 May appropriate additional revenues that have become available over and 

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

accelerate spending programmes already budgeted for. 

 May authorise the utilisation of projected savings in one vote towards 

spending under another vote. 

 May correct any errors in the annual budget; and 

 May provide for any other expenditure within a prescribed framework 

 
 
 When an adjustments budget is tabled, it must be accompanied by:- 
 

 An explanation how the adjustments budget affects the annual budget; 

 A motivation of any material changes to the annual budget; 

 An explanation of the impact of any increased spending on the annual 

budget and the annual budgets for the next two financial years; and 

 Any other supporting documentation that may be prescribed. 
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4. MAYORS REPORT  
 

The Adjustment Budget tabled herewith is prepared in accordance with Section 

28 of the Municipal Finance Management Act (MFMA), which requires 

municipalities to revise their approved annual budgets when additional funding 

becomes available beyond the original projections. In terms of the Act, such 

adjustments may only provide for the appropriation of additional funds to 

accelerate or revise spending on programmes already approved within the 

annual budget framework. 

 

This Mid-Year Adjustment Budget is informed by the Section 72 Mid-Year 

Budget and Performance Assessment Report. It further takes into account the  

overestimation of certain revenue line items, namely Refuse Removal, Agency 

Services, and Licences, as well as the need to reprioritise both capital and 

operational expenditure in response to the revised revenue outlook. 

 

The following is the table depicting the high-level overview of the Mid-

year adjustments budget for the 2025/26 Financial Year 

 

Total operating revenue, excluding capital transfers and contributions, has 

been adjusted downward from R328.9 million to R325.1 million, primarily due 

to a decline in revenue generated from refuse removal services. 

 

Operating expenditure has been marginally reduced from R291.7 million to 

R291.5 million, in line with the revised revenue projections and the 

municipality’s ongoing efforts to maintain financial sustainability. 
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The Mid-Year Adjustment Budget tabled before Council reflects an unfunded 

budget, as operating expenditure exceeds operating revenue, and the 

projected year end cash flow is insufficient to fully cover creditor commitments. 

Notwithstanding the above, the Municipality has made notable progress in 

improving its financial position. The current financial year reflects a reduced 

deficit and an improved position towards surplus when compared to the final 

approved budget of the previous financial year. 

 

5. ADJUSTMENT BUDGET RELATED RESOLUTIONS  
 
Below are the resolutions that must be approved by council with 2025/26 Mid-

year adjustments budget. 

a. That the Mid-year Adjustments Budget for 2025/2026 and the indicative 

2 outer financial years 2026/2027 and 2027/2028 BE APPROVED as 

set out in the following budget tables:- 

1.1    Table A1 Budget Summary 

1.2    Table A2 Budgeted Financial Performance by Standard Classification 

1.3    Table A3 Budgeted Financial Performance by Vote  

1.4    Table A4 Budgeted Financial Performance – Revenue by Source and 

Expenditure by type 

1.5    Table A5 Budgeted Capital  

1.6    Table A6 Budgeted Financial Position 

1.7    Table A7 Budgeted Cash Flows 

1.8 Table A8 Budgeted Backed Reserves and Accumulated Surplus 

Reconciliation    

1.9    Table A9 Asset management 

1.10 Table A10 Basic Service Delivery Measurement 

b. That the list of revised capital projects BE APPROVED. 

c. That the funding plan BE NOTED. 

d. That the Mid-year Adjustments Budget BE APPROVED. 
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6. EXECUTIVE SUMMARY  
 

 

The Municipality’s revenue base continues to experience significant pressure 

due to several contributing factors. These include a persistent culture of non-

payment by debtors, slow economic growth, high levels of unemployment, 

further exacerbated by the impact of the pandemic and a relatively high 

employee related cost structure. 

 

In response to these challenges, the Municipality has reviewed its revenue 

raising strategies, which have since been approved by Council. Progress on 

the implementation of the Revenue Enhancement Strategy is monitored and 

reported to Council on a quarterly basis. 

 

Presented below is a high-level summary of the Mid-Year Adjustment Budget. 

Operating revenue, excluding capital transfers and contributions, has been 

adjusted downward from R328.9 million to R325.1 million. This reduction is 

primarily attributable to a decline in revenue from refuse removal services and 

traffic related revenue streams, including agency services, licences, and 

permits. 

 

Operating expenditure has been marginally adjusted downward from R291.7 

million to R291.5 million to address identified over-expenditure and to align 

spending with the revised revenue projections.  
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7. OPERATING REVENUE FRAMEWORK 

The municipality is implementing various revenue strategies which include, 

revenue enhancement strategy; financial recovery plan and debt incentive 

scheme with an objective to improve financial viability. In order, to meet the 

objective of the strategy a revenue enhancement committee monitors and 

evaluates the implementation of the strategy. The committee ensure that there 

is monitoring of the implementation of the revenue enhancement strategy and 

full implementation of the credit control policy and debt collection policy. 

 

Below is the table reflecting the summary of revenue by source. 
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 Sale of Goods and Rendering of Services: Revenue has been adjusted 

upward from R1.8 million to R2.5 million. This increase relates to fire levy 

revenue that had been billed prior to the discontinuation of the levy but 

was not reversed. The upward adjustment provides for the revenue 

already billed before the levy was stopped, noting that the budget 

provision had previously been removed during the Special Adjustment 

Budget process. 

 Service Charges – Refuse Removal: Revenue has been adjusted 

downward from R14.3 million to R9.3 million. The implementation of the 

new valuation roll resulted in certain property values drop below 

R80 000, resulting in these properties being classified as indigents and 

are now receiving rebates. 

 Interest on Receivables: Revenue has been adjusted upward from R8.5 

million to R10.7 million. This increase is attributable to a lower-than-

anticipated collection rate, resulting in higher outstanding debtor 

balances and, consequently, increased interest charged on overdue 

accounts. 

 Agency Services: Revenue has been adjusted downward from R2.0 million to 

R1.4 million due to a decline in traffic-related revenue. 

 Licences and Permits: Revenue has similarly been reduced from R3.8 million 

to R2.2 million, attributable to lower-than-anticipated income from traffic 

services. 

 

Below is the graph depicting the split of total operating revenue with an 

indication that the municipality is still heavily dependent on grants, as 

operational grants constitute 45%, Service charges 28%, property rates 9% and 

other revenue 18% of the total revenue.  
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7.1 OPERATING REVENUE BY FUNCTION  

Below is the operating revenue by function. 
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7.2 Grants and subsidies 

 

 

The table above reflects the total grant funding amounting to R235.6 million 

allocated to the Municipality for the 2025/26 financial year.
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8. OPERATING EXPENDITURE FRAMEWORK 

The table below depicts the high-level summary of the Mid-year adjustments 

budget classified per main type. 

 

 Employee-Related Costs: The budget has been increased from R126.1 million 

to R127.2 million to provide for overspending relating to the Expanded Public 

Works Programme (EPWP). 

 Materials and Supplies: The allocation has been reduced from R530 000 to 

R17 000 to make provision for increases in other expenditure items. 

 Finance Charges: Finance charges were previously overestimated and have 

accordingly been reduced by R500 000. 

 Operational Costs: Operational expenditure has been adjusted downward from 

R24.9 million to R24.7 million in order to reprioritise funding towards other 

budget pressures. 

The graph below illustrates the composition of total operating expenditure. 

Employee-related costs represent 44% of total operating expenditure, non-cash 

items account for 16%, and bulk purchases constitute 22%. These categories 

collectively represent the largest components of the Municipality’s operating 

expenditure. 
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9. CAPITAL EXPENDITURE  

The following table provides a breakdown of budgeted capital expenditure by 

vote 
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9.1 ADJUSTED CAPITAL PROJECTS  
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9.2 REPAIRS AND MAINTENANCE  
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1.6    Table A6 Budgeted Financial Position 
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1.7    Table A7 Budgeted Cash Flows 

 

 

1.8 Table A8 Budgeted Backed Reserves and Accumulated Surplus 

Reconciliation    

 



 


