
12. TABLING OF THE ADJUSTMENTS BUDGET: 2024/2025
(Budget and Treasury Office) (GD)

1. STRATEGIC THRUST

ensure sustainable municipal financial viability and management including good 

2. PURPOSE OF THE REPORT

The purpose of the report is to make recommendations on the possible adjustments to the 
approved budget.

3. BACKGROUND

The MTREF 2024/2025 was approved on the 22 May 2024 as per Council Item 49
In terms of section 28(1) and (2) of the Municipal Finance Management Act (MFMA), 
Act number 56 of 2003:
A Municipality may revise an approved annual Budget through an Adjustments 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, authorize unforeseeable and unavoidable 
expenditure recommended by the Mayor of the municipality;

d) may correct any errors in the annual budget, and
e) may provide for any other expenditure within a prescribed framework. 
The mayor may table an adjustments budget.
Municipal tax and tariffs may not be increased during a financial year.

4. DISCUSSIONS

The application of sound financial management principles for the compilation of 
adjustments budget is essential and critical to ensure that the municipality remains viable 
and that municipal services are provided sustainably, economically, and equitably to all 
communities.

Where it is appropriate, funds were transferred from low to high priority programmes, so
as to maintain sound financial stewardship. A critical review was also undertaken of 
expenditure with zero, under and overspending and revenue with zero, under and over 
recovery.



The budget adjustments process resulted in
Total revenue is being adjusted downwards to R7,642 billion from R8,479 billion
showing a decrease of R837 million.
Total expenditure is being adjusted downwards to R6,886 billion from R7,532 billion
showing a decrease of R646 million.
Surplus has decreased from R946 million to R755 million by R191 million.
Capital Budget was adjusted from R641 million to R698 million an increase of R57
million.
Nett surplus after capital budget has decreased by R247 million from R305 million to 
R57 million.

CONSOLIDATED OVERVIEW OF THE 2024/2025 ADJUSTMENTS BUDGET 

The reported financial performance includes the performance of the Rustenburg Water 
Service Trust (RWST). It be noted that there was no adjustment to the approved 
2024/2025 RWST budget.

Adjusted revenue of R7,642 billion and expenditure of R6,886 billion resulting in a 
surplus of R755 million of accrued income including non-cash items for the 2024/25
budget. Capital Budget was adjusted upwards to R698 million.

--- Details of the adjustments budget are demostrated in the adjustments budget book, 
referenced as Annexure A and the detailed budget is in the prescribed adjustment format 
(B Schedule) referenced as Annexure B.

--- The organisational structure on the latest National Treasury B - Schedule template differs 
to the municipal organisational structure. This is because the organisational structure on 
the latest budget template is based on the function segment. This segment provides for the 
classification of the budget according to the function or service delivery objective. Details 
of the adjustments budget according to our internal municipal structure is reference as 
Annexure C.



5. FINANCIAL COMMENTS

In terms of Section 15 of the Municipal Finance Management Act no 56 of 2003 
(MFMA), a municipality may only incur expenditure in terms of an approved budget. 
Furthermore, Section 28 of the MFMA read with Section 23 of the MBRR requires a 
municipal council to consider approval on the adjustments budget not later than the 28th

February of the current year.

The adjusted annual capital and operating budget for the 2024/25 financial year has been 
reduced from R8,173 billion to R7,584 billion. This results in an annual capital and 
operating budget decrease of R589 million.

6. LEGAL IMPLICATION

In terms of sub-regulation 25(1) of the Municipal Budget and Reporting Regulations 
(MBRR), a municipal council must consider the full implications, financial or otherwise, 
of the adjustments budget and supporting documentation referred to in regulation 
21(which deals with the required format) before approving the adjustments budget. 

Sub-regulation 25(3) of MBRR further provides that when approving an adjustments 
budget, a municipal council must consider and adopt separate resolutions dealing with 
each of the matters listed in item 4 of Schedule B. 

Accordingly, item 4 of Schedule B provides that the resolutions must include certain 
matters that must be prepared and presented as part of the adjustments budget 
documentation. These matters are:
(a) approval of the adjustments budget.
(b) approval of any adjustments permitted in terms of section 28 (2) of the Act.
(c) approval of the transfer of funds to a separate bank account for purposes 

contemplated in section 12 of the Act.
(d) approval of revisions to the monthly and quarterly service delivery targets and 

performance indicators in the service delivery and budget implementation plan, if 
any, to correspond with the approval of the adjustments budget; and

(e) approval of any amendments to budget-related policies necessitated by the 
adjustments budget.



RECOMMENDED: ACTION

1. The National Treasury budget assessment letter (Annexure E) be noted
and its Conditions be monitored on monthly basis;

CC

2. The adjustments budget be approved; CC

3. The B1 to B10 of adjustments budget be approved; CC

4. That revenue and expenditure be adjusted accordingly; CC

5. That the Adjustments Budget has a surplus of R755 million; CC

6. That the Adjustments Budget has a net surplus of R57 million; CC

7. That spending of capital project be accelerated on grants funded
projects;

ALL

8. That the cash flow projections, procurement plan be revised and be 
aligned to the grant funding payment schedule;

ALL

9. That the SDBIP be amended after the approval of the Adjustments
budget;

MM

10. That a revised Top Layer SDBIP be tabled to Council at the end of 
March 2025;

MM

11. That the Adjustments Budget be submitted to the National and 
Provincial Treasury;

BTO

12. That within ten working days after the approval of the budget, the                         
Directorate Budget and Treasury Office in accordance with section 21A 
of the Municipal Systems Act makes public the approved Adjustments
Budget and supporting documentation;

BTO

13. That the letter received from National Treasury for MIG and NDPG; CC

14. Roll-over approval be noted. Referenced as Annexure D. CC

-----------
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RUSTENBURG LOCAL

MUNICIPALITY

A SMART AND ENVIRONMENTALLY FRIENDLY CITY WHERE ALL

2024/2025

Adjustment budget

Compiled in terms of Section 28 of the Local Government: Municipal 
Finance Management Act, 2003 (Act 56 of 2003) (MFMA) and Schedule 
B (In-Year Reports of Municipalities) of the Municipal Budget and 
Reporting Regulation



Acronyms and abbreviations

BSC Budget Steering Committee
CFO Chief Financial Officer
MM Municipal Manager
CPI Consumer Price Index
CRRF Capital Replacement Reserve Fund
DoRA Division of Revenue Act
FBS Free basic services
GVA Gross Value Added
GFS Government Financial Statistics 
GRAP General Recognised Accounting Practice
IBT Inclining Block Tariff
IDP Integrated Development Plan

kilolitre
km kilometre
KPA Key Performance Area
KPI Key Performance Indicator
kWh kilowatt hour

litre
LED Local Economic Development
MEC Member of the Executive Committee
MFMA Municipal Financial Management Act (56 of 2003)
MIG Municipal Infrastructure Grant
EXCO Executive Committee
MPRA Municipal Properties Rates Act
MSA Municipal Systems Act
MTREF Medium-term Revenue and Expenditure Framework
NERSA National Electricity Regulator of South Africa
PBO Public Benefit Organisations
PMS Performance Management System
PPE Property Plant and Equipment
PPP Public Private Partnership
RLM Rustenburg Local Municipality
SALGA South African Local Government 

Association
SDBIP   Service Delivery and Budget Implementation Plan
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Part 1 Annual Adjustment Budget

1.1 Council Resolutions

The Council of Rustenburg Local Municipality, acting in terms of section 28 of the 
Municipal Finance Management Act, (Act 56 of 2003): -

Approves and adopts the adjustment budget of the municipality for the financial year 
2024/25 and the multi-year and single-year capital appropriations as set out in the 
following tables:

TABLE 2: Budgeted Financial Performance (revenue and expenditure by functional 
classification)
TABLE 3: Budgeted Financial Performance (revenue and expenditure by municipal vote) 
TABLE 4: Budgeted Financial Performance (revenue and expenditure by standard 
classification)
TABLE 5: Budgeted Capital Expenditure (by municipal vote and funding)
TBALE 6: Budgeted Financial Performance (revenue by source and expenditure by type),
and
TABLE 7: Budgeted Cash Flow

Directs that the Accounting Officer adheres to section 22 of the Municipal Finance 
Management Act, read with paragraph 24(1) of the Municipal Budget and Reporting 
Regulations. The regulations require the municipal manager to submit the adjustment 
budget and supporting documentation to National Treasury and the Provincial Treasury 
within ten (10) working days after tabling to Council, in both printed and electronic copies.

Notes that municipal tax and tariffs may not be increased during a financial year except 
when required in terms of a financial recovery plan. As such no increases in taxes and 
tariffs have been factored in this adjustment budget.

1.2 Executive Summary

This adjustment budget has been compiled in line with section 28 of the MFMA, read with 
Part 4 of the Municipal Budget and Reporting Regulations which deal with adjustment 
budgets of municipalities. 

Section 28 (1) (2) of the MFMA states that: -

(1) a municipality may revise an approved annual budget through an adjustments budget.

(2) An adjustments budget -
(i) must adjust the revenue and expenditure estimates downwards if there is material 

under-collection of revenue during the current year.



(ii) 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.

(iii) may, within a prescribed framework, authorise unforeseen and unavoidable 
expenditure by the mayor of the municipality.

(iv) may authorise the utilisation of projected savings in one vote towards spending 
under another vote.

(v) may authorise the spending of funds that were unspent at the end of the past 
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 council.

(vi) may correct any errors in the annual budget; and
(vii) may provide for any other expenditure within a prescribed framework.

The following key factors were taken into consideration when preparing and compiling the 
2024/25 adjustments budget.

- The Medium-Term Budget Policy Statement (MTBPS) and national adjusted 
estimates. 

- The mid-year budget and performance assessment report compiled in terms of 
section 72 of the MFMA.

- The comments received from the National Treasury on the 2024/25 approved budget
and the 2024/25 mid-year budget and performance engagement.

- Possible errors in the approved budget.
- Unforeseen and unavoidable expenditure incurred; and
- The restructuring of votes. Votes were restructured in line with mSCOA budget 

alignment.

Other key issues which were taken into consideration to ensure a Credible Budget were:

- Funds were allocated to activities which are consistent with the revised IDP and
ensuring that the IDP is realistically achievable given the financial constraints of the 
Municipality.

- Objectives are achievable in terms of the agreed service delivery and performance 
targets.

- Financial estimates comprise of revenue and expenditure projections that are 
consistent with current and past performance and supported by documented evidence 
of future assumptions.

- The increased expenditure does not jeopardize the financial viability of the 
municipality i.e., ensures that the financial position is maintained within generally 
accepted prudent limits and that obligations can be met in the short, medium, and 
long term.



The main challenges experienced during the compilation of the 2024/2025 adjustments 
budget can be summarised as follows:

Revenue collection rate is still below the projected percentage as per SDBIP;
The need to re-prioritise projects and expenditure within the existing resource 
given the cash flow realities of the municipality.

A significant decline in electricity sales due to the Glencore plant not being 
operational.
A decline in water sales due to water shortages and low reservoir levels in 
Rustenburg.
The ongoing difficulties in the national and local economy, particularly the rising 
cost of living as measured by Consumer price Index (CPIX);
The rates and tariffs for various municipal services are not increased in this 
adjustments budget in line with section 28(6) of the MFMA. 

The 2024/25 Adjustments Budget will be distributed to National Treasury, Provincial 
Treasury and Auditor General, and published on the municipality electronic 

The application of sound financial management principles for the compilation of 
adjustment budget is essential and critical to ensure that the municipality remains viable 
and that municipal services are provided sustainably, economically, and equitably to all 
communities.

Where appropriate, funds were transferred from low to high priority programmes so as to 
maintain sound financial stewardship. A critical review was also undertaken on both the 
revenue and expenditure of the municipality. Because of the current challenges with the 
financial system and mSCOA compliances, it is difficult for the municipality to make 
absolute analysis of all the transactions.

Revenue enhancement measures are in place to ensure that all residents, businesses,
and government are billed for the services consumed. Revenue collection drive is oiled 
through aggressive credit control processes.

The Development Bank of South Africa (DBSA) is in engagement with the municipality to 
assist with revenue enhancement and asset care. Ntiyiso Consulting has been mandated 
by the DBSA to support the municipality in developing a Revenue Enhancement Strategy 
(RES) and to assist the municipality to implement a Revenue Enhancement Programme 
(REP). 

Where appropriate, funds were transferred from low to high priority programmes so as to 
maintain sound financial stewardship. A critical review was also undertaken of 
expenditure with zero, under and overspending and the revenue with zero, under and 
over recovery. 



CONSOLIDATED OVERVIEW OF ADJUSTMENT BUDGET OF THE 2024/2025

Total revenue is being adjusted downwards to R7,642 billion from R8,479 billion showing a 
decrease of R837 million. Total expenditure is being adjusted downwards to R6,886 billion from 
R7,532 billion showing a decrease of R646 million. Surplus has decreased from R947 million
to R755 million. Capital Budget was adjusted from R641 million to R698 million an increase of 
R57 million. Nett surplus after capital budget has decreased by R247 million from R305 million
to R57 million.

The reported financial performance includes the performance of the Rustenburg Water Service 
Trust (RWST). Note: There is no adjustment on the approved RWST 2024/25 budget.

OPERATIONAL REVENUE FRAMEWORK

The decrease of R837 million on revenue is mostly due to the decline of electricity sales to the 
largest municipal consumer, Glencore. Glencore has shut down furnaces which have not been 
operational since the start of the financial year resulting in actual revenue being below 
anticipated revenue. Furthermore, water shortages and low reservoir levels resulted in a decline 
in water sales.

The decrease in revenue from the sale of electricity and water was partially offset by increases in 
agency revenue and interest earned from debtors. These items were adjusted upwards in line 
with actual performance and ongoing challenges with collecting outstanding debt.

Revenue from conditional grants was increased in line with the approved rollover request on 
conditional grant as per National Treasury letter dated 22nd October 2024.

Table B4 Summary of revenue classified by main revenue source as adjusted.



Mid year performance and Adjustment

Revenue from Agency Services increase is due to overperformance at mid-year. The 
Directorate: Public Safety has increased their efforts from law enforcement for the collection of 
disks. 

Rental of fixed assets decrease of R57 thousand is due to lower rental income from the 
showgrounds.

Service charges Electricity has been adjusted with a decrease of R930 million. The 
largest consumer, Glencore has shut down furnaces which have not been 

operational since the start of the financial year resulting in actual revenue being below 
anticipated revenue from the sale of electricity.

Service charges Water has been adjusted with a decrease of R30 million. Water 
shortages and low reservoir levels around Rustenburg have resulted in actual revenue being 
below anticipated revenue from the sale of water.

Sale of goods and services increases by R200 thousand in line with actual performance 
for revenue from outdoor advertising.



Interest earned on receivables has been adjusted with an increase of R60 million. This is 
due to actual collection rate achieved of 70% (2024) and 84% (2025 mid-year). Accordingly 
additional interest has been levied on outstanding consumer debt.

Gains and disposal of assets has been decreased by R4 million as disposal of various 
developments have not materialised.

Transfers and subsidies have increased due to the approved roll over of unspent
Municipal Infrastructure Grant (MIG) and Neighbourhood Development Partnership Grant
(NDPG) of R59 million to the 2024/25 financial year.

OPERATIONAL EXPENDITURE FRAMEWORK

The decrease of R646 million in operating expenditure was mainly due to the decline in bulk 
purchase electricity due to the plants at Glencore not being operational since the start of the 
financial year. Furthermore, water shortages and low reservoir levels resulted in a decline in 
water purchases.

The decrease in expenditure from electricity and water purchases was partially offset by 
increases in operating expenditure. These items were adjusted upwards in line with the 
operations and service delivery needs of the municipality.

Table B4 Adjustment Budget Financial Performance (Expenditure)



Mid year performance and Adjustment

Employee related costs has been increased by R15 million due to additional shift 
allowance, standby allowance and overtime for service delivery units to address service delivery 
challenges in Rustenburg. Remuneration of councillors is within the budget. No adjustment 
proposed. 

Contracted Services has been decreased by R2 million. The decrease is due to the 
delayed implementation on the award of the ERP system due to legal challenges. Additional 
savings identified were used to fund security services, maintenance of roads and water networks 
to address service delivery challenges in Rustenburg.

Bulk purchases electricity has been decreased by R653 million due to low electricity 
consumption as mine furnaces have not been operational at Glencore. The decrease is in line 
with the decline in sale of electricity.

Inventory consumed has been decreased by R36 million due to savings realised on the 
purchase of water, which is indicative of water shortages experienced in Rustenburg.

Other expenditure increases of R30 million is to cater for audit fees, levy to department of 
transport, lease of copiers and insurance premiums which have been higher than initially 
anticipated.

CAPITAL EXPENDITURE

The increase of R57 million in capital expenditure is mainly due to the approved rollover request
for 2024/25 financial year on Municipal Infrastructure Grant (MIG) and Neighbourhood 
Development Partnership Grant (NDPG) of R59 million. A nett saving of R2 million was realised 
after the after the re-prioritisation of capital projects.

Table B5 2024/2025 adjustment budget, capital budget per vote:



Funding of Adjustment to Capital Budget

Capital expenditure adjustment is due to:

Own funding:

Capital projects funded from own revenue has increased by R 664 thousand from savings 
identified and thus will be used to accelerate other service delivery projects. They will be funded 
from Internal funds and thus we have identified savings from underperforming votes/projects to 
accommodate that, in order to minimise the overall increase on the budget.

Grants funding:



Capital grant funding increased by R56 million. R3 million was due to the re-allocation of funds 
for the PTNG grant from capital to operational and R100 thousand for FMG grant from 
operational to capital. R58,9 million was due to approved rollover for the MIG and NDPG in terms 
of the approved rollover from National Treasury, letter dated 22 October 2024.

1.3 ADJUSTMENT BUDGET TABLES

Table: B1





Explanatory notes to MBRR Table B1 - Budget Summary 

1. Table B1 is the adjustments budget summary and provides a concise overview of the 

expenditure, financial position, cash flow, and MFMA funding compliance).
2. Adjusted budget depicts a surplus of R755 million which is a decrease of R191 million 

from the original budget.
3. Financial management reforms emphasis the importance of the municipal budget being 

funded. This requires a simultaneous assessment of the Financial Performance, Financial 
Position and Cash Flow Budgets, along with the Capital Budget. The Budget Summary 
provides the key information in this regard.

Table: B2



Table B2 is a view of the budgeted financial performance in relation to revenue and 
expenditure per standard classification. The modified GFS standard classification 
divides the municipal services into 15 functional areas. Municipal revenue, operating 
expenditure and capital expenditure are then classified in terms of each of these 

reports.

Table: 3

Table B3 is a view of the budgeted financial performance in relation to the revenue and 
expenditure per municipal vote. This table facilitates the view of the budgeted operating 
performance in relation to the organisational structure of the municipality. This means it is 
possible to present the operating surplus or deficit of a vote. 



Table: B4



Total revenue is being adjusted downwards to R7,641 billion from R8,479 billion showing a 
decrease of R837 million. Total expenditure is being adjusted downwards to R6,886 billion from 
R7,532 billion showing a decrease of R646 million. Surplus has decreased from R946 million
to R755 million

Table B5



Table B5 is a breakdown of the capital programme in relation to capital expenditure by 
municipal vote (multi-year and single-year appropriations); capital expenditure by 
standard classification; and the funding sources necessary to fund the capital budget, 
including information on capital transfers from national and provincial departments.

Table: B6

Table B6 is consistent with international standards of good financial management 
practice and improves understandability for councillors and management of the impact of 
the budget on the statement of financial position (balance sheet).



This format of presenting the statement of financial position is aligned to GRAP1, which 
is generally aligned to the international version which presents Assets less Liabilities as 

order of liquidity, i.e. assets readily converted to cash, or liabilities immediately required 
to be met from cash, appear first.

Table B6 is supported by an extensive table of notes providing a detailed analysis of the 
major components of a number of items, including:

Call investments deposits.
Consumer debtors.
Property, plant, and equipment.
Trade and other payables.
Provisions non-current.
Changes in net assets; and 
Reserves 

The municipal equivalent of equity is Community Wealth/Equity.  The justification is that 
ownership and the net assets of the municipality belong to the community.



Table: 
B7

The budgeted cash flow statement is the first measurement in determining if the 
budget is funded. It shows the expected level of cash in-flow versus cash out-flow 
that is likely to result from the implementation of the budget.

Table: B8



The cash backed reserves/accumulated surplus reconciliation is aligned to the 
requirements of MFMA Circular 42 Funding a Municipal Budget. In essence the table 
evaluates the funding levels of the budget by firstly forecasting the cash and investments 
at year end and secondly reconciling the available funding to the liabilities/commitments 
that exist.

The outcome of this exercise would either be a surplus or deficit. A deficit would indicate 
that the applications exceed the cash and investments available and would be indicative 
of non-

budgeted cash flow statement is the first measurement in determining if 
the budget is funded.



Table: B9

Table B9 provides an overview of municipal capital allocations to building new assets 
and the renewal of existing assets, as well as spending on repairs and maintenance by 
asset class. The table shows that all the capital allocation is for new assets.

National Treasury has recommended that municipalities should allocate at least 40 per 
cent of their capital budget to the renewal of existing assets, and allocations to repairs 
and maintenance should be 8 per cent of Property plant and Equipment (PPE).



Table: B10



Table B10 provides an overview of service delivery levels, including backlogs (below 
minimum service level), for each of the main services. The municipality continues to 
make good progress with eradication of backlogs.

Part 2 Supporting Documentation

2.1. Adjustments to budget assumptions

Except for the factors outlined in the adjustments per revenue and expenditure source above,
all the the other assumptions that underlined the approved 2024/25 MTREF are still relevant.

The municipality has been improving the quality of services that it provides to the community of 
Rustenburg. The need to generate required revenue collection is fundamental to meet all 
service delivery needs, at required speed and standard. The expenditure required to meet 
service delivery needs had to be balanced against realistically anticipated revenues.

2.2. Adjustments to budget funding

This sheet indicates whether the Adjusted budget will be funded or not. With the surplus of 
R202 million, the projection indicates that the Adjustment Budget will be funded but that will be 
dependent on whether Council will collect fully what it projected as revenue and will also spend 
in accordance with the approved budget.



Credit Control and Debt Collection

Currently the municipality is looking at the measures that will enhance the revenue for the 
municipality and intensify debt collection. The current Aged Debtors book as at end of December 
2024 was standing at around R8,149 billion.

Creditors analysis

Creditors should be paid within 30 days as stipulated by the MFMA except where there are 
disputes between the municipality and the creditor. Outstanding sundry creditors as at 31st 
December 2024 is R299 million. It be noted that major outstanding creditor is for Eskom.

Mscoa system

The municipality appointed CCG Sage to implement the Mscoa. Various shortcomings are still 
being experienced on the functionality of the system. Municipality and the service provider are
working together on addressing all the shortcomings. Remedial action plan has been developed 
and all issues are in the process of being resolved.



Investment Register

Investment made with the various financial institutions are strictly in compliance with 
Municipal Finance Management Act and in terms of the Investment Framework Policy 
and Guidelines.

The total value of investments for the Parent Municipality as at 31st December 2024 is 
approximately R128 million.

Investment Register as at 31 December 2024

RUSTENBURG LOCAL MUNICIPALITY

2.3. Adjustments to service delivery and budget implementation plan

The 2024/25 SDBIP Adjustment will be prepared in the context of the approved 2024/25
Adjustment Budget. In a sense, the report must also highlight areas where targets have 
been adjusted due to the influence of the decisions on the budget adjustment side. Most 
importantly, the budget adjustment as well as any adjustment to the SDBIP is done in 
total alignment to the goals of the municipality as set out in the IDP. Any unavoidable 
deviation from the adjusted SDBIP will be dealt with during the revision of the IDP, taking 
into consideration all necessary legislative requirements. In addition, the report will also 
capture changes that have occurred during the past 2 Quarters of the year, such as 
structural changes that have brought about relocation of certain KPIs/targets among 
and/or within department/divisions. 

The following generic principles will be followed with the drafting of the SDBIP 
adjustment.
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FROM: Mr S Mashaba, Tel: 012 315 5183, Email:sello.mashaba@treasury.gov.za

Ref No: NW373/19

Adv A Khuduge
The Municipal Manager
Rustenburg Municipality
PO BOX 16
RUSTENBURG
0300

Dear Adv Khuduge

APPLICATION FOR ROLL OVER OF UNSPENT CONDITIONAL GRANTS 
FOR THE 2023/24 FINANCIAL YEAR

Your letter dated 27 August 2024 refers.

Approval is hereby granted in terms of section 21(2) of the 2023 Division of Revenue Amendment 
Act, (Act No. 5 of 2023) (DoRA), as amended by the Division of Revenue Amendment Act, (Act No. 
24 of 2023) (DoRAA) to retain a lesser amount of R58.9 million of the requested amount of R59.5 
million allocated to your municipality in the 2023/24 financial year through the DoRA. This approval 
is in respect of the Municipal Infrastructure Grant (MIG) (R54.7 million) and the Neighbourhood 
Development Partnership Grant (NDPG) (R4.2 million).

The National Treasury used the criteria set out in Circular No.128 of the Municipal Finance 
Management Act, 2003 (Act No.56 of 2003) as a guide to assess the roll over request by your 
municipality.

The reduced amount of R58.9 million is to fund the following projects:

MIG (R54.7 million):

Construction of Tlhabane AC Water Pipes-Phase 2 (R15.6 million);
Upgrading of Lethabong Waste Water Treatment Works and installation of sewer reticulation 
system-Phase D (R20 million); and
Tlhabane sewer Pipe-Phase 2 (R19.2 million).

NDPG (R4.2 million):

Construction of sidewalk of Karee Road in Marikana.



The rejected amount of R555 thousand is based on the following reasons:

Energy Efficiency Demand Side Management (EEDSM) (R404 thousand):

The requested amount is linked to retention fees, of which are not subjected to the rollover 
process. The municipality is therefore advised to rectify its disclosure in its Annual Financial 
Statements to avoid having the amount reflected as unspent.

Expanded Public Works Programme (EPWP) (R151 thousand):

Funds used to buy materials such as brooms and refuse bags are not subjected to the rollover 
process.

The National Treasury advises your municipality to adjust your grant income projections according 
to section 28 of the Municipal Finance Management Act, (Act No. 56 of 2003) by passing a municipal 
adjustments budget. In this regard, please take note of the requirements of regulation 23(1) of the 
Municipal Budget and Reporting Regulations (Government gazette No. 32141 dated 17 April 2009) 
which provides for dates by which a Municipal Council should pass an adjustments budget.

All approved roll overs must be reported in a format approved by National Treasury. Further, 
municipalities must also report expenditure incurred on rolled over amounts monthly to the relevant 
Transferring Officer. Municipalities are also encouraged to also send a copy of the roll over reports 
to the respective provincial departments (provincial treasury and provincial local government 
department).

It must be noted that this process only covers the 2023 DoRAA allocations.

Kind regards,

pp
Ms OGALALETSENG GAAREKWE
ACTING DEPUTY DIRECTOR-GENERAL: INTERGOVERNMENTAL RELATIONS
DATE: 22 October 2024

CC: Office of the Auditor-General



FROM: Mr Jan Hattingh, Tel: 012 315 5009, Email: jan.hattingh@treasury.gov.za

Ref No: NW373/19

Adv Ashmar Khuduge
Municipal Manager
Rustenburg Local Municipality
P. O Box 16
RUSTENBURG
0300

Dear Adv. Khuduge

RUSTENBURG LOCAL MUNICIPALITY

that the budget is unfunded by R546.2 million, thereby contravening Section 18 of the Municipal 
Finance Management Act, 2003 (MFMA).  The primary reason for this is the overstatement of 
operating revenue, particularly electricity revenue.

The National Treasury has consistently cautioned the municipality about overstating its electricity 
revenue in previous budget assessments. However, it remains evident that the municipality does 
not fully understand
miscalculations in revenue projections. This continued overestimation affects the accuracy and 
integrity of budget assessments and municipal financial planning. Additionally, 
during the mid-year engagement, the municipality acknowledged an error in judgment regarding its 
2024/25 electricity revenue projections, particularly the impact of Glencore. Despite being cautioned 
about the inflated electricity revenue projections, the municipality proceeded to adopt a budget that 
does not reflect realistic revenue projections.

This overstated revenue creates a false impression about the budget and misleads the 
Council into believing that there are more funds available than what actually exists. This 
misrepresentation distorts financial decision-making and compromises the municipality. 
fiscal sustainability.

The 2024/25 mid-
billion against a budgeted R3.9 billion, representing only 27 per cent of the budget. Additionally, 
electricity revenue declined from R3.4 billion in 2022/23 to R2.1 billion in 2023/24. Given this trend, 
it is unlikely that the municipality will achieve its estimated revenue target by the end of the financial 
year. As a corrective measure, the National Treasury has readjusted the average 



collection rate from 84 per cent to 75 per cent in the calculations to provide a more realistic estimate 
of the revenue expected to be collected by year-end.

To move from unfunded to funded position, the municipality must take immediate action by reducing 
operating expenditure and review its spending, particularly contracted services and operating costs.
Accordingly, the National Treasury strongly urges the municipality to implement the following 
practical steps:

Identify areas for further cost-cutting, including reviewing spending patterns to align with 
realistically anticipated revenue.  The allocation of internally generated funds towards the 
capital budget should also be reviewed and reduced where possible, prioritising projects with 
secured external funding;
Review service charges revenue, particularly electricity revenue, to ensure that the 
municipality adopts realistic and achievable revenue targets.  The municipality must assess its 
collection efficiency, consumption patterns from industrial and commercial consumers and 
customer payment trends to prevent further overestimation of revenue. Any necessary 
adjustments should be incorporated into the revised budget;
Engage with mining companies to fully understand the financial and operational impact on 
municipal electricity revenue. This engagement will help the municipality obtain accurate 
information on electricity consumption and plan its revenue projections more effectively;
If adopting a funded adjustments budget or implementing corrective measures immediately is 
not feasible, the municipality must submit a formal commitment letter confirming that a funded 
budget will be tabled for the 2025/26 Medium-Term Revenue and Expenditure Framework 
(MTREF);
The commitment letter must outline specific steps, timelines, and key deliverables aimed at 
addressing this unfunded position.  This letter should be tabled in Council together with the 
adjustments budget before or on 28 February 2025;
Submit progress updates through Section 71 reporting on a monthly basis.  This will assist to 
track the financial recovery efforts of the municipality; and
Submit the draft 2025/26 MTREF to the National Treasury for assessment before tabling in 
Council.

It is important to emphasise that the National Treasury will not accept the unfunded budget for the 
2025/26 MTREF, as stipulated in the MFMA Circular No. 129, since this would contravene Section 
18 of the MFMA. Failure to table a funded MTREF budget will result in the withholding of Rustenburg 

with the provisions of the MFMA.  The National Treasury urges the Municipal Manager to take all 
necessary steps to rectify this situation, including developing a concrete plan to shift from an 
unfunded to a funded position.



Yours sincerely

JAN HATTINGH
CHIEF DIRECTOR: LOCAL GOVERNMENT BUDGET ANALYSIS
DATE: 25 February 2025


