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5. IMPLICATIONS

5.1 Financial Implications
i Fallure to comply with the regulations c¢an lead to none compliance with sound financial,
management systems

5.2 LEGAL IMPLICATIONS

Failure to approve the budget before the start of the budget year, as stated by (section
.26 of the MFMA Act no 56 of 2003), states that the provincial executive of the relevant
province must intervene in the municipality in terms of section 139(4) of the Constitution
by taking any steps to ensure that the budget or revenue-raising measures are approved,
including dissolving the council

RECOMMENDATIONS BY THE MAYORAL COMMITTEE

1. Cognisance be {aken:

1.1Section 24 (2) (a) of the MFMA states that an Annual Budget must be approved
before the start of the budget year;
2. That the Council approves the 2024/25-2026/27 MTREF;

3. That the Municipal Manager must submit the Annual Budget fo National Treasury
and Provincial Treasury after adoption by the Municipal Council;

4, That the adopted budget be publicised on the BPDM and Local Municipal
Websites, media platforms and notice boards;

5. That the municipality notes and implements recommendations of the Provincial

A (asUry;

CLLR VICTDRIA MAKHAULA
ACTING EXECUTIVE MAYOR
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PBO  Public Benefit Organisations

PHC  Provincial Héalth Care

PM8  Performance Management System

PPE  Property Plant and Equipment

PPP  Publle Private Partnership

PTIS  Public Transport Infrastructure System

RG Restructuring Grant'

RSC Regional Services Council

SALGA South African Local Government Association
SAPS South African Police Service

SDBIP Service Delivery Budget Implementation Plan

SMME  Small Micro and Medium Enterprise

Part 1 — Annual Budget
1.1 Mayor Report

The Minister Mr. Enoch Godongwana in his Budget Speech to Parliament on 21 February
2024 reminded South Africans that budgets that have been tabled since 1994, have been
about securing the goal of growing the economy so that it can do more to address the
inequalities a‘nd deprivation that still scar our society and undermine the promise of
democracy. Global growth is forecast to increase, from 3.1 per cent this year to 3.2 per
cent in 2025. The moderate improvement is due to growth in the United States and
several large emerging economies.
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1.1.4. Multi-year and single-year capital appropriations by municipal vote and
standard classification and associated funding by source

1.2. The financial position, cash flow budget, cash-backed reserve/accumulated
surplus, asset management and basic service delivery targets are approved as set
out in the following tables:

1.2.1. Budgeted Financial Position

1.2.2. Budgeted Cash Flows

1.2.3. Cash-backed reserves and accumulated surptus reconciliation
1.2.4. Asset management

1.2.5. Basic service delivery measurement

2. The Bojanala Platinum District Municipality, acting in terms of section 86 of the
Local Government: Municipal Systems Act (Act 32 of 2000) powers and functions as
it does not provide any services to the community as the local municipality does.

2.1. the tariffs for property rates (not applicable)
2.2. the tariffs for electricity (not applicable) |
2.3. the tariffs for the supply of water (not applicable
2.4. the tariffs for sanitation services (not applicable)

2.5, the tariffs for solid waste seryices (not applicable)

3. The Council of Bojanala Platinum District Municipality, acting in terms of 85 of the
Local Government: Municipal Systems Act (Act 32 of 2000)

4. To give proper effect to the municipality’s annual budget, the Council of Bojanala
Platinum District Municipality approves.
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4.1. That cash backing is implemented through the utilization of a portion of the
revenue generated from Health and Environmental Services to ensure that all capital
reserves and provisions and unspent conditional grants are cash-backed as required
in terms of the municipality’s funding and reserves policy as prescribed by section 8
of the Municipal Budget and Reporting Regulations. '

4.2. That the Municipal Manager be authorized 1o sign all necessary agreements and
documents to give effect to the above lending program.

1.3  Executive Summary

The application of sound financial management principles for the compilation of the
Bojanala financial plan is essential and critical to ehsure that the District remains
financially viable and that municipal services are provided sustainably, economically, and
eguitably to all locals. '

A critical review was also undertaken of expenditures on noncore and nice to have itemns.
This has resulted in savings to the municipality of nearly millions of the current financial
years adjusted

Key areas where savings were realized on telephone and internet usage, printing,
workshops, overseas and national travel, accommodation, and catering.

National Treasury Circulars 122,123,126 and 128 seeks to guide Municipalities with the
compilation of 2024/2025 Medium Terms and Revenue Expendilure Framework
(MTREF) which is linked to the Municipal Budget Reporting Regulation (MBRR). The
circular also wishes to demonstrate how municipalities should undertake the annual
budget preparation in accordance with the budget and financial reform agenda and the
associated factors.
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The main challenges experienced during the compilation of the 2024/25 MTREF can
be summarised as follows:

« The ongoing difficulties in the national and local economy

« Aging and poorly maintained water, roads, and electricity infrastructure;

« The need to reprioritize projects and expenditures within the existing resource
envelope given the cash flow realitles and declining cash position of the
municipality;

+ Wage increases for municipal staff that continue to exceed consumer inflation, as
well as the need to fill critical vacancies;

o Affordability of capital projects - original allecations had to be reduced and the
operational expenditure associated with the prior year's capital investments
needed to be factored into the budget as part of the 2024/25 MTREF process; and

The following budget principles and guidelines directly informed the compilation
of the 2023/24 MTREF:

o The 2023/24 Adjustments Budget priorities and targets, as well as the baseline
allocations contained in that Adjustients Budget were adopted as the upper limits
for the new baselines for the 2023/24 annual budget; _

» Intermediate service level standards were used to inform the measurable
objectives, targets, and Economic Development programme

¢ There will be no budget allocated to national and provincial funded projects unless
the necessary grants to the municipality are reflected in the national and provincial
budget and have been gazetted as required by the annual Division of Revenue
Act;

* Municipalities are advised to budget for the actual costs approved by the
Government Gazeite on the Remuneration of Public Office Bearers Act:




Determination of Upper Limits of Salaries, Allowances and Benefits of different
. members of municipal councils published annually.
« intention and cost of the expenditure which was used to prioritize expenditures:

+« Consultant Fegs; _

s Furniture and office equipment Special Evénts;
¢ Refreshments and entertainment;

¢ Ad-hoc travelling; and

Subsistence, Travelling & Conference fees (national & international).

[n view of the aforementionhed, the following table Is a consolidated overview of the
proposed 2024/25 Medium-term Revenue and Expenditure Framework:

Table 1 Consolidated Overview of the 2024/25 MTREF

TABLE 1 CONSQLIDATED OPERATING REVENUE BY SOURCE

Thousand Adjustment Budget year Budget Year | Budgetyear+2
Budget 2023/24 +1

Total Operating 493 035 000 427 949 000 434 245000 | 443 083 Q00

Revenua '

Total Operating 434 418 000, 432 648 340 453 007 296 | 474052 525

Expenditure

Surplus /Deficit fora | 58 617 000, {4 699 000) (18 762 296) | (30969 525.)

year

Total Capital 44 866 000 81350000 3 385 000 1009 500

Expenditure

The total revenue (excluding capital) has decreased by 6,7% when compared to the
adjustment budget of the 2023/24 financial year and escalates to R443 083 000 for the
2026/27 financial year.
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Total operating expenditure for the 2024/25 financial year has been appropriated at R432
648340 and translates into a budgeted deficit of R4 699 D00. when compared to the
2023/24 Adjustments Budget, operational expenditure has decreased by 9.59 per cent in
~ the 2025/26 budget and increased by 4.7 per cent and 4.64 per cent for each of the
respective outer years of the MTREF. The operating deficit for the two outer years steadily
increases to R18 762 000 and then at R30 968 525, This deficit wili cover by the cash
backing of reserves to be used fo fund capital expenditure,

The capital budget of R81 360 for 2024/25 is 15.82 per cent more than when compared
to the 2023/24 Adjustment Budget. The Increase is due to support the locals with the
projects as the mandate of the district is to support their Locals. Capital Project will be
funded from internally generated funds.

1.4  Operating Revenue Framework

For the Bojanala District Municipality is to continue to improving quality of ifs citizen it
needs to generate required to the achievement of service delivery and economic
objectives. Revenue generation is fundamental in strengthening the institutional
environment for the delivery of municipal services and infrastructure, The capacity to
generate revenue is challenged by the levels of unemployment thereby impacting the
ability of the household to pay their accounts it is a burden for the District as they are
supposed to bail cut their respective locals.

For Bojanala District Municipality to continue improving the quality of support provided to
its locals it needs to do the revenue enhancement. In these tough economic times, strong
revenue management is fundamental to the financial sustainability of every municipality.
The reality is that we are faced with development backlogs and poverty. The expenditure
required to address these challenges will inevitably always exceed available funding;

11
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hence difficult choices have to be made in relation to tariff increases and balancing
expenditures against realistically anticipated revenues. The municipality's revenue
strategy.is built around the following key components:

-

National Treasury's guidelines and macrosconomic policy;

. Growth in the District and continued economic development;

The following table is a summary of the 2024/25 MTREF (classified by main revenue
source):; ‘ '

Table 2 Summary of revenue classified by main revenue source

[ qom | meum | s Corratt Year 2028024 ez Hedum T Rovei & Bxpondture
R thousands Audited Auditad Aulltod Original Adjusted Full Year Pre-nucht | Budget Yoar | Budgat Year | Budgot Year
I.‘ Outeome: Cuteomo Outoome Budyot Budgot Faraggat oulcame H024/25 2080 | +2202007
Peoparty reks - - - - - - - - -
Servioe cherges - - - - - - - - - -
[nvasimenirevenye 2160 3173 16267 aong 12000 12000 12462 1zo00 G0 90H
Transder ared subsdos » Oeratonsl are 23 60 669 380 {08 402434 402 435 402438 207 505 412945 Az B4 431 053
Cher own revenia 131 1484 4404 | 74 600 4800 203 3000 2010 3030
rotel Revenua [sreluding cspltal transfora znd 350 703 R0 276 488 781 A0TH 423038 483 06 12206 427940 452684 443 083

sonlilbutionsa)

In line with the formats prescribed by the Municipal Budget and Réporting Regulations,
capital transfers and contributions are excluded from the operating statement, as

inclusion of these revenue sources would distort the caleulation of the operating
surplus/deficit

The municipality has bﬁdgeted other own revenue amount of R3 000 000 for the 2024/25
financial year which consfitutes 0.7% of the total revenue budget. With the monthly cash
flow projections, the Municipality aims to keep and maintain an investment portfolio that
will generate money from interest on investments. An amount of R12 000 000 which is

2.80% has been projected in that regard across the MTREF of the total budget of R427
12




949 000. The total grant allocations amount to R412 9494 000, R422 257 000, and R439
353 000 for the 2024/25, 2025/2026, and 2026/2027 financial years respectively. The
municipality is 100% dependent on Equitable Share,

Table 3 Operating Transfers and Grant Receipts

qutable Share

R396 700 000

"R417 685 000.00 |

R426 154 000.00

R407 135 000
RRAMS R2539000| R2653000| R2772000.00| R2899000.00
FMG R1850000| R1800000| R1800000.00| R2000000.00
EPWP R1256 000 R1 361000 R0.00 R0.00
TOTAL R402 345 000 | R 412 949 000 | R422 257 000. | R439 353 000.

The total grant allocations amount to R412 9494 000, R422 257 000, and R439 353 000

for the 2024/25, 2025/2026, and 2026/2027 financial years respectively.

The Municipality has allocated conditional grants to the value of R5 814 000. These

grants are made of the Finance Management Grant, Extended Public Works Program as

well as Rural Roads Asset Management Grants. Total conditional grants represent 1.23%

of the total revenue of the Municipality.

The basket of goods and services utilised for the calculation of the CPI consists of items

such as food, petrol and medical services, whereas the cost drivers of a municipality are

informed by items such as the cost of remuneration, petrol/diesel, and Contracted

Services, efc.
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1.5 Operating Expenditure Framework -

The Bojanala District Municipality expenditure framework for the 2024/25 budget and
MTREF is informed by the following:

s The asset renewal strategy and the repairs and maintenance plan;

« Balanced budget constraint (operating expenditure should not exceed operating
revenue) unless there are existing uncommitted cash-backed reserves fo fund
any deficit;

» Funding of the budget over the medium term as informed by Sections 18 and 19
of the MFMA,

» The capital programme is aligned with the asset renswal strategy and backlag
eradication plan;

» Operational gains and efficiencies will be directed to funding the capital budget
and other core services; and

« Strict adherence to the principle of no project plans no budget. If there is no
business plan no funding allocation ¢an be made.

The following table is a high-level summary of the 2024/25 budget and MTREF (classified
per the main type of operating expenditure):

Table 4 Summary of operating expenditure by standard classification item

Bosordpton i | ommz | o Guirant Tearzbzaizd 2024128 Mt Torm Revanca & Exgneturo
Framawark

Rthousends ’ Auditad Audltad Agellied Orlglnal Adjusted Full Year Pre-aucit | Budget Yaar | Hudgot Year | Budgat Year
Outeoms Quicoms Dulgoime: Budgat Budget Foreoant sulcoma 2024125 20260 | +2 202027

Erployes cags 22110 194 440 200842 248314 48314 240 514 13074 260 288 meNn 284 800
Reminaraton sfocunciiord 21 a4 14 08 18793 20531 22000 2000 14248 210 214186 w2
Depreriatan anf arorisaiun 14 764 5029 EEE) (1] BON 3000 - 40000 14480 1083
Ioloraet - 0 - - - - - - - -
Inveniory consorisd end bubk puschases 655 A4 362 - - - 2 14483 1500 H:
Trans'ers sl subekikes 047 {234)| « 2232 - - - 2492 2600 2700 2800
Cher expervite b7 894 81728 28 684 6074 158 104 168 {04 i 672 13612 id2am0 149145

Total Supanditure 298 654 8018 | 31690 268818 44418 AN AT 07 477 43640 [ERD [ H
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