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1.

PURPOSE
The purpose of this report is to:

¢ Get the Council to consider and approve the Medium Term Revenue and
Expenditure Framework and Adjustment Budget for 2025/26 Financial Year

STRATEGIC OBJECTIVE
» To ensure good governance, financial viability and optimal institutional
transformation with capacity to execute its mandate.
¢ To promote integrity, honesty, Batho-Pele Principle and ensure that we make
Mpofana Local Municipality an optimally transformed institution.

BACKGROUND

The application of sound financial management principles for the compilation of Mpofana
Local Municipatity's financial plan is essential and critical to ensure that the municipality
recovers from the financial distress without compromising the service delivery and core
competencies of the municipality. The communities are still expecting high quality of service
more especially the basic services,

This revised budget is informed by the assessment that was done by KZN Provincial
Treasury on the approved budget. MFMA Section 23(1)(b) states that the municipal council
must consider any views of the national treasury, the relevant provincial treasury and any
provincial or national organ of the state or municipalities which made submissions on the
budget.

Based on the aforementioned assessment the municipality's budget for 2025/26 financial
year was declared by the KZN Provincial Treasury as not fully funded. To remedy the
situation all budget items presented on the adjustment budget were reviewed taking into
cognizance the findings raised by KZN Provincial Treasury and other inputs received from
Treasury.

The municipality's business and service delivery priorities have been reviewed as part of
this revised planning and budget process. 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 expenditures.
The main challenges experienced during the compilation of this revised budget 2025/26
MTREF can be summarized as follows:
e The municipality does not have sufficient money to fund its budget;
The budget is mainly funded by government grants;
Unreliable customer information;
High indigent rate;
Aging and poorly maintained infrastructure;
High employee costs that continue to increase, as well as the need to fill
critical vacancies;
Capital projects can only be funded from conditional grants, no internal funds;
Not enough budget was provided for maintenance; and
Long outstanding creditors more specifically the increase Eskom account.
Low collection rates on fines and refuse
Budget cuts by National Government



DISCUSSION

1.1 MAYOR’S REPORT
To Mpofana Municipal Council, Qur Inkosi Mchunu {Ndabezitha) I present to you for
consideration and approval for adjustment budget 2025/26 financial year and
indicative for the projected two outer years being 2026/27 and 2027 /28 financial
years. This is in line with section 28 of the MFMA which states that “A Municipality
must revise its approved budget through an adjustment. In attempt to accelerate
service delivery more than before, we should be mindful that we have challenges of
limited resources,

This calls us to foster improved relationships with private sector for them to contribute
to the lives of the poor and vulnerable because private sector does have social
responsibility to better the lives of the poor and entire society. Let’s accelerate service
delivery like never before. I therefore commit before you our adjustment budget of R
242 million for the 2025/26 financial year.

The municipality is currently struggling to pay for the current Eskom consumption due
to exorbitant electricity losses averaging at more that40 %. As we have been approved
for Debt Relief from National Treasury we urge and continue to urge our community for
services rendered Mpofana Local Municipality have limited financial resources to
satisfy the unlimited needs of the people. The municipality has been placed under
administration by KZN COGTA in terms of section 139 (1} (b) of the Constitution from
2018 and at the beginning of this financial year a decision was taken by the provincial
executive that such an intervention must be uplifted due to notable improvement on
the triggers.

The municipality is faced with the challenge of high unemployment rate and the high
rate of indigent households, this affects the collection levels. The budget for Mpofana
Local Municipality is more focused on the service delivery strategic priorities that were
approved by the council, and they are as follows:

Economic, Social or Community and Skill Development;
Revenue enhancement;

Spatial planning and development;

Communication and information Technology;

Good governance and clean audit; and

Poverty eradication and food security.

In order for the municipality to ensure the smooth implementation of the above
mentioned strategic priorities, we need to device good communication techniques
between the municipality, community and other stakeholders. This should include
communicating the IDP, Budget, SDBIP, Performance reports/Annual Reports, setting
of targets etc., to ensure that we are all striving to achieve the same goals.

More stringent cost cutting measures have been instituted by the municipality with an
aim of reducing the budget deficit and improve the financial health of the municipality.
The economic mett-down is felt throughout the globe; we need to work tirelessly
towards improving the municipal liquidity ratio. The Municipality has a fully-fledged
senior management since the beginning of the financial year,

The Mayor: Mpofana Local Municipality



1.2 COUNCIL RESOLUTION (copy attached)

On 26 February 2026 the Council of Mpofana Municipality met to consider an
adjustment budget of the municipality for the financial year 2025/26. The Council
approved and adopted the following resolutions:

1.2.1 The Council of Mpofana Municipality, acting in terms of Section 23 (1) of the
Municipal Finance Management Act, (Act 56 of 2003) approves and adopts:

1.2.1.1 The adjustment budget of the municipality for the financial year 2025/26 as set
out in the following tables:

1.2.1.1.1 Budgeted Financial Performance (revenue and
expenditure by standard classification) as contained in
Table B2;

1.2.1.1.2 Budgeted Financial Performance (revenue and
expenditure by municipal vote) as contained in Table B3;

1.2.1.1.3 Budgeted Financial Performance (revenue by source
and expenditure by type) as contained in Table B4; and

1.2.1.1.4 Multi-year and single-year capital appropriations by
municipal vote and standard classification and associated
funding by source as contained in Table B5.

1.2.2 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:

1.2.2.1 Budgeted Financial Position as contained in Table B6;
1.2.2.2 Budgeted Cash Flows as contained in Table B7;

1.2.2.3 Cash backed reserves and accumulated surplus reconciliation as contained in
Table B8;

1.2.2.4 Asset management as contained in Table B9; and
1.2.2.5 Basic service delivery measurement as contained in Table B10.

That council approves the Funded Budget Plan for 2025/26 and nine (9) outer years
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1.10 MUNICIPAL MANAGER’s

QUALITY CERTIFICATE

LAPHAS /\%)LU(WZ/‘)QAW Municipal Manager of Mpofana Local
Municipality, hereby certify that the 2025/26 adjustment budget and
supporting documentation have been prepared in accordance with the
Municipal Finance Management Act and the regulations made under the Act,
and that the 2025/26 annual budget - Adjustment and supporting documents
are consistent with the Integrated Development Plan of the municipality.

Print Narfie: Elphas Hlulukwenza Dladla
Municipal Manager of Mpofana Local Municipality {KZ223)




