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DECISION MEMORANDUM ON THE SECOND SPECIAL ADJUSTMENT BUDGET FOR 

2025/26 AND 2027 -2028 MEDIUM TERM REVENUE AND EXPENDITURE 

FRAMEWORK  

 

 

1. ANNEXURE 

2nd Special Adjustment Budget for 2025/26 and 2027-2028 Medium Term Revenue and 

Expenditure Framework 

 

2. PURPOSE  

 

The purpose is to report is to request Council to approve a special adjustment budget based 

on the approval of unspent conditional grant rollover from 2024/2025. This approval is in 

respect of Water Services Infrastructure Grant (WSIG) (R5 478 798.00).  Shifting of funds 

within contracted services for due diligence on Supply Chain management governance and 

professional services. 

 

3. BACKGROUND 

Section 23 (5) of the Municipal Budget and Reporting Regulation (MBRR) stipulates that, An 

adjustments budget referred to in section 28(2)(e) of the Act may only be tabled after the 

end of the financial year to which the roll-overs relate, and must be approved by the 

municipal council by 25th August of the financial year following the financial year to which 

the roll-overs relate.  

 

The rollover application was only approved by Treasury on the 22 October 2025, after the 

Mayoral Committee which was on the 21 October 2025. 
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Section 28(2)(e) of the Municipal Finance Management Act No. 56 of 2003 may authorise 

the spending of funds that were unspent at the end of the part financial year where the 

under-spending could not reasonably, have been foreseen at the time to include projected 

roll-overs when the annual budget for the current year was approved by the council 

All the above adjustments have an impact on the total budget of the municipality. WSIG has 

been adjusted upwards by R5 478 798.00. 

 

Section 28(2) of the Municipal Finance Management Act No. 56 of 2003, states that, “a 

municipality must adjust the approved budget through an adjustment budget. 

 

An adjustment budget: 

(a) must adjust the revenue and expenditure estimates downwards if there is material 

under-collection of revenue during the current year; 

(b) 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; 

(c) may, within a prescribed framework, authorise unforeseeable and unavoidable 

expenditure recommended by the mayor of the municipality: 

(d) may authorise the utilisation of projected savings in one vote toward spending under 

another vote; 

(e) may authorise the spending of funds that were unspent at the end of the part 

financial year where the under-spending could not reasonably, have been foreseen 

at the time to include projected roll-overs when the annual budget for the current year 

was approved by the council;  

(f) may correct any errors in the annual budget: and 

(g) may provide for any other expenditure within a prescribed framework.” 

 

 

This memorandum, together with all accompanying documents and annexures, contains the 

budget that is tabled in terms of the above-mentioned legislative requirements.  

 

 

4. SUMMARY 

The municipality had an unspent conditional grant amount of R5 478 798.00 for WSIG at 

the end of the financial year of 2024/2025. The municipality submitted an application for role 

over letter to the National Treasury on the 29th August 2025 with the Annual Financial 

Statements for 2024/2025 that were showing the amount as unspent. Approval is hereby 

granted in terms of section 21(2) of the 2024 Division of Revenue Act, (Act No. 24 of 2024) 

(DoRA), as amended by the Division of Revenue Amendment Act, (Act No. 48 of 2024) 

(DoRA) to retain an amount of R5 478 798.00 allocated to our municipality in the 2024/25 

financial year through the DoRA. 

 

The approval amount of R5 478 798.00 is for the following projects:  

• Mthonjeni / eNgxangxasini Water Supply (R2.6 million)  
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• Mthatha Waste Water Treatment Works / New B Pump station (1.6 million); and  

•Total amount as the savings from the completed projects implemented in 2024/2025 and   

reached practical completion by 20th June 2025 (R1.2 million) 

  

 

All approved roll overs must be reported in a format approved by National Treasury. Further, 

the municipality must also report expenditure incurred on rolled over amounts monthly to the 

relevant Transferring Officer. 

The municipality is also encouraged to also send a copy of the roll over reports to the 

respective provincial departments (provincial treasury and provincial local government 

department). 

 

Shifting of funds within contracted services for due diligence on Supply Chain management 

governance and professional services. Shifting R1 million from b & a business & fin 

management vote 35052270340F1MRCZZHO to due diligence on supply chain 

management governance and professional services at 3515. 

 

 

This adjustment budget has an impact on capital expenditure and operating expenditure. 

 

Funding of the budget 

 

In terms of section 18 of chapter 4 of MFMA, an annual budget may only be funded from- 

a) realistically anticipated revenues to be collected; 

b) cash-backed accumulated funds from previous years’ surpluses not committed for 

other purposes; and 

c) borrowed funds, but only for the capital budget referred to in section 17 (2) 

 

Regulation 10 of the Municipal Budget Reporting Regulations states that: 

1) The funding of the annual budget must:- 

(a) Be estimated in accordance with the assumptions and methodologies set out in 

the funding and reserves policy. 

(b) Be consistent with the trends, current and past of actual funding collected or 

received. 

 

Revenue composed of the following: - 
 ACCOUNT DESCRIPTION 

 ORIGINAL  BUDGET 

2024/2025 

 ADJUSTED BUDGET 

JANAURY 2025 

 ORIGINAL BUDGET 

2025/2026 

 ADJUSTED BUDGET 

SEPTEMBER 2025 

 ADJUSTMENT 

OCTOBER 2025 

 ADJUSTED BUDGET 

OCTOBER 2025 

 BUDGETED 

2026/2027 

 BUDGETED 

2027/2028 

Service charges 423 336 179                 423 336 179                 441 539 635                 441 539 635                 -                                 441 539 635                 461 850 458                 482 171 878                 

Service charges Peri Urban 3 975 710                      3 975 710                      4 146 666                      4 146 666                      -                                 4 146 666                      4 337 412                      4 528 258                      

Interest earned - Investments and Debtors 63 294 770                   78 294 770                   79 274 945                   79 274 945                   -                                 79 274 945                   82 817 019                   85 359 948                   

Transfers and subsidies - Operating 1 200 364 500              1 206 946 567              1 280 084 097              1 310 084 097              -                                 1 310 084 097              1 348 802 218              1 409 817 396              

Transfers and subsidies - Capital 1 326 964 000              1 244 734 000              1 232 925 000              1 232 925 000              5 478 898                      1 238 403 898              1 241 238 000              1 101 038 313              

Other revenue 230 555                         230 555                         2 042 429                      2 042 429                      -                                 2 042 429                      1 778 156                      1 314 564                      

TOTAL REVENUE 3 018 165 714         2 957 517 781         3 040 012 771         3 070 012 771         5 478 898                3 075 491 669         3 140 823 263         3 084 230 356          
 

Revenue from conditional grants capital has been adjusted upwards by R5 478 898.00 on 

Water Services Infrastructure Grant.  
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Graphic Illustration of revenue 

 
 

Revenue comprises of 83 percent of government grants and transfers recognized being: 

 Equitable share – R1.2 billion  

 Finance Management Grant – R2 million 

 Extended Public Works Program – R3.6 million 

 Municipal Infrastructure Grant – R754.4 million. 

 Water Services Infrastructure Grant – R100.4 million 

 Regional Bulk Infrastructure Grant – R250 million 

 Emergency Housing Grant – R130 million 

 Municipal Disaster Response Grant- R30 million 

 LGSETA Grant – R547 053.50 

 MSIG R6.9 million 

 Rural Roads Asset Management – R3.4 million 

 

Service Charges of 14 percent being: - 

 Water and Sanitation - R441.5 million 

 Water Services Charges Peri Urban R4.1 million 

 

Interest received of 3 percent being: - 

 Interest received from investments – R55.5 million 

 Interest received from debtors – R23.7 million 

 

 

Other own revenue: - 
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 Agency fees- R242 428,58 

 Gains on sale of assets R1.3 million 

 Municipal health certificates R500 000.00 

 

 

Illustration of total revenue 

 
 

The above chart shows that grants and subsidies constitute 83% of the total revenue. 

 

Sources of funding 

 

 DESCRIPTION 
 ORIGINAL BUDGET 

2024/2025 

 ADJUSTED BUDGET 

JANAURY 2025 

 ORIGINAL BUDGET 

2025/2026 

 ADJUSTED BUDGET 

SEPTEMBER 2025 

 ADJUSTMENT 

OCTOBER 2025 

 ADJUSTED BUDGET 

OCTOBER 2025 

 BUDGETED 

2026/2027 

 BUDGETED 

2027/2028 

OWN REVENUE 490 837 214                 505 837 214                 527 003 674                 527 003 674                 -                                 527 003 674                 550 783 045                 573 374 648                 

GRANT REVENUE 2 527 328 500              2 451 680 567              2 513 009 097              2 543 009 097              5 478 898                      2 548 487 995              2 590 040 218              2 510 855 708              

TOTAL REVENUE 3 018 165 714         2 957 517 781         3 040 012 771         3 070 012 771         5 478 898                3 075 491 669         3 140 823 263         3 084 230 356          
 

Operating expenditure comprises of the following: - 
ACCOUNT DESCRIPTION  ADJUSTED 

BUDGET JANAURY 

2025 

 ORIGINAL BUDGET 

2025/2026 

 ADJUSTED 

BUDGET 

SEPTEMBER 2025 

 ADJUSTMENT 

OCTOBER 2025 

 ADJUSTED 

BUDGET OCTOBER 

2025 

BUDGETED 

2026/2027

BUDGETED 

2027/2028

Employee related costs 767 499 395                    808 891 394                    808 891 394                    -                                    808 891 394                    852 167 084                    896 053 689                   

Remuneration of councillors 26 763 683                      28 104 544                      28 104 544                      -                                    28 104 544                      29 608 137                      31 132 956                     

Debt impairment 107 507 624                    107 507 624                    107 507 624                    -                                    107 507 624                    112 452 975                    117 400 905                   

Depreciation & asset impairment 171 000 000                    171 000 000                    171 000 000                    -                                    171 000 000                    178 866 000                    186 736 104                   

Finance Charges 550 000                           550 000                           550 000                           -                                    550 000                           575 300                           600 613                           

Bulk purchases/Inventory consumed 50 000 000                      60 000 000                      60 000 000                      -                                    60 000 000                      62 760 000                      65 521 440                     

Contracted services 140 996 544                    169 932 280                    169 932 280                    -                                    169 932 280                    177 749 165                    185 570 128                   

Transfers and subsidies 72 489 578                      82 151 447                      82 151 447                      -                                    82 151 447                      86 264 210                      90 519 254                     

Other Material 42 420 031                      49 300 000                      49 300 000                      -                                    49 300 000                      51 567 800                      53 836 783                     

Other expenditure 294 095 877                    251 047 080                    251 047 080                    -                                    251 047 080                    251 668 949                    262 745 579                   

TOTAL EXEPENDITURE 1 673 322 732          1 728 484 369          1 728 484 369          -                            1 728 484 369          1 803 679 619          1 890 117 451           
 

Total operating expenditure has remained the same in 2025/2026 as R1,72 billion and 

remains the same as R1.80 billion in 2026/2027 and R1.89 billion in 2027/2028.  

 

The analysis as per line items is explained as follows: 

 

Personnel Expenditure: 
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No adjustment made 

 

Inventory Consumed   

 

No adjustment made. 

 

Repairs and Maintenance 

 

No adjustment made. 

Contracted Services 

 

Shifting of funds within contracted services for due diligence on Supply Chain management 

governance and professional services. 

 

Transfers and Subsidies  

 

No adjustment made. 

 

Other Expenditure 

 

No adjustment made. 

 

 

Graphic Illustrations 
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Capital Expenditure 

 

 DESCRIPTION 
 ORIGINAL BUDGET 

2024/2025 

 ADJUSTED BUDGET 

JANAURY 2025 

 ORIGINAL BUDGET 

2025/2026 

 ADJUSTED BUDGET 

SEPTEMBER 2025 

 ADJUSTMENT 

OCTOBER 2025 

 ADJUSTED BUDGET 

OCTOBER 2025 

 BUDGETED 

2026/2027 

 BUDGETED 

2027/2028 

CAPITAL EXPENDITURE 1 385 311 461              1 310 801 461              1 315 886 275              1 345 886 275              5 478 898                      1 351 365 173              1 314 187 494              1 175 477 584               
 

Total capital expenditure has been adjusted upwards by R5 478 898.00 in 2025/2026 to 

R1,35 billion, R1.31 billion in 2026/27 and R1.17 billion in 2027/2028.  

 

Grant Allocation over 2025/2026 MTREF 

 
 DESCRIPTION 

 ORIGINAL BUDGET 

2024/2025 

 ADJUSTED BUDGET 

JANAURY 2025 

 ORIGINAL BUDGET 

2025/2026 

 ADJUSTED BUDGET 

SEPTEMBER 2025 

 ADJUSTMENT 

OCTOBER 2025 

 ADJUSTED BUDGET 

OCTOBER 2025 

 BUDGETED 

2026/2027 

 BUDGETED 

2027/2028 

EQUITABLE SHARE 1 193 994 000,00         1 193 994 000              1 266 988 000              1 266 988 000              -                                 1 266 988 000              1 346 030 000              1 406 920 000              

FMG 2 000 000,00                2 000 000                      2 000 000                      2 000 000                      -                                 2 000 000                      2 200 000                      2 300 000                      

LGSETA 524 500,00                   524 500                         547 054                         547 054                         -                                 547 054                         572 218                         597 396                         

EPWP 3 846 000,00                3 846 000                      3 628 000                      3 628 000                      -                                 3 628 000                      -                                 -                                 

MSIG -                                 6 582 067                      6 921 043                      6 921 043                      -                                 6 921 043                      -                                 -                                 

MIG 727 555 000,00            720 325 000                 754 481 000                 754 481 000                 -                                 754 481 000                 823 811 000                 864 017 000                 

RBIG 291 113 000,00            291 113 000                 250 000 000                 250 000 000                 -                                 250 000 000                 192 000 000                 -                                 

WSIG 100 000 000,00            100 000 000                 95 000 000                   95 000 000                   5 478 798                      100 478 798                 85 000 000                   89 250 000                   

EMERGENCY HOUSING GRANT 205 000 000,00            130 000 000                 130 000 000                 130 000 000                 -                                 130 000 000                 136 825 000                 144 008 313                 

MUNICIPAL DISASTER RESPONSE GRANT -                                 -                                 -                                 30 000 000                   -                                 30 000 000                   -                                 90 000 000                   

RRAMS 3 296 000,00                3 296 000                      3 444 000                      3 444 000                      -                                 3 444 000                      3 602 000                      3 763 000                      

2 527 328 500         2 451 680 567         2 513 009 097         2 543 009 097         5 478 798                2 548 487 895         2 590 040 218         2 600 855 708          
 

5. MUNICIPAL STANDARD CHART OF ACCOUNTS (MSCOA) COMPLIANCE 

 

 mSCOA is a multi-dimensional recording and reporting system across seven segments. 

Function or sub-function (GFS votes structure) Item (asset, liability, revenue, expenditure, 

etcetera) Funding source (rates, services charges, grants, loans, etcetera), Region (wards, 
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whole municipality, head office), costing.  National Treasury introduced the mSCOA in order 

to standardize and integrate the municipal activities in order to enhance the comparability, 

transparency of information for better planning, implementation and reporting. 

 

National Treasury requires that the municipalities be able to transact live to mSCOA by 01 

July 2017 with the accounting system recognized and accredited by NT. 

 

The municipality is transacting on mSCOA and generating data strings. 

 

6. REVIEWED BUDGET RELATED POLICIES 

 

No changes on the adopted reviewed budget related policies for 2025/2026. 

 

 

7. OTHER PORTFOLIO FUNCTIONAL AREAS CONSULTED 

Basic Services and Infrastructure, Local Economic Development and Good Governance 

and Public Participation.  

 

8. ORGANISATION AND PERSONNEL IMPLICATIONS 

Continuing increase of employee costs to be above the recommended norm of 40% of 

operating expenditure. The municipality is reviewing the structure to focus on the core 

mandate of the municipality. 

 

9.  REPRESENTATIVITY 

This issue does not apply in this regard. 

 

10.  CONSTITUTIONAL AND LEGAL IMPLICATIONS 

Noncompliance with mSCOA deadlines may result in: 

 1. National Treasury invoking chapter 13, s216 (1 and 2) which are as follows: 

National legislation must establish a National Treasury and prescribe measures to 

ensure both transparency and expenditure control in each sphere of government by 

introducing 

(a) Generally Recognised Accounting Practice, 

(b) Uniform expenditure classification, and 

(c) Uniform treasury norms and standards. 

2. The National Treasury must enforce compliance with the measures established in terms 

of subsection (1) and may stop the transfer of funds to an organ of state if that organ of 

state commits a serious or persistent material breach of those measures. 

 

 

11. RECOMMENDATION 

The Executive Mayor recommends: 

 

11.1 That the Municipal Council approves the 2nd Special Adjustment Budget for 2025/2026 

and the two outer financial years 2026/2027 and 2027/2028. 
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11.2 That the Municipal Council approves tabling of the 2025/2026 2nd special adjustment 

budget and two outer years in terms of National Treasury tables B1 to B10 in 

accordance with section 24(1) to (2) of MFMA. 

 Adjustment Budgeted Financial Performance (revenue and expenditure by 

standard classification) 

 Adjustment Budgeted Financial Performance (revenue and expenditure by 

municipal vote) 

 Adjustment Budgeted Financial Performance (revenue by source and 

expenditure by type)  

 Adjustment multi-year and single-year capital appropriations by municipal vote 

and standard classification and associated funding by source. 

 Adjustment Budgeted Financial Position 

 Adjustment Budgeted Cash Flows 

 Cash backed reserves and accumulated surplus reconciliation  

 Asset management  

 Basic service delivery measurement.  

 

i. RESPONSIBILITY 

Executive Mayor is responsible for presenting the budget to Council. 

 


