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Executive Summary

e May was defined by the convergence of two reinforcing but tension-generating dynamics: strengthened
constitutional accountability through a landmark Constitutional Court judgment, and continued executive-driven
momentum on structural reform.

e The Constitutional Court’'s 8 May ruling striking down National Assembly Rule 1291 fundamentally reshaped the
political landscape by reopening the Phala Phala impeachment pathway and mandating a Section 89 Committee
process. While this reinforces judicial oversight and constitutional accountability, it has also materially increased
political volatility within the executive and GNU configuration.

e In parallel, Cabinet advanced a significant reform agenda, including approval of the Revised Draft White Paper on
Local Government 2026 for public consultation, continued implementation planning on citizenship and immigration
reform, and the authorisation of three key bills: the Draft Nuclear Energy Amendment Bill 2025, the National Building
Regulations and Building Standards Amendment Bill 2026, and the Children’s Act Amendment Bill 2026.

« Crucially, these developments are now intersecting with the Budget Votes 2026/27 cycle and departmental Annual
Performance Plans, elevating fiscal appropriations into a direct arena of political contestation. Budget Votes are no
longer a technical post-budget exercise but the primary mechanism through which reform intent is either enabled,
delayed, or constrained through parliamentary bargaining, coalition dynamics, and fiscal limitation.

e For business, the period reflects a dual reality: strengthened long-term signals around institutional accountability,
regulatory modernisation, and infrastructure reform are offset by elevated short-to-medium-term execution risk
linked to political contestation, coalition fragility, and fiscal constraint.

e The key strategic imperative for investors and corporates is increasing alignment with the Budget cycle,
parliamentary appropriations process, and evolving GNU dynamics, as these now directly determine
implementation velocity across key reform sectors.

COnstltutlonaI Court Judgment on Section 89 Panel Report

e The Constitutional Court’s 8 May 2026 ruling represents one of the
most consequential constitutional interventions in  the
democratic era, reshaping parliamentary accountability
mechanisms and executive oversight.

e The Court declared National Assembly Rule 1291 unconstitutional
on the basis that it unlawfully allowed a simple majority vote in
the House to block the referral of an independent Section 89
panel report to an impeachment committee. This mechanism
had effectively created a procedural shield insulating the

. executive from accountability.

e The Court found that this violated Sectlon 89(1) of the Constitution, which empowers the National Assembly to
remove the President for serious constitutional or legal breaches. The judgment emphasised that parliamentary
rules cannot frustrate constitutional intent.

e Through severance and reading-in, the Court restored constitutional compliance with immediate and retrospective
effect, setting aside the 2022 parliamentary decision that had previously blocked the Phala Phala report.

e The direct consequence is the automatic referral of the matter to the 31-member Section 89 Impeachment
Committee. On 25 May the Speaker of the National Assembly, Thoko Didiza, formally announced the establishment
of the committee and named its 31 members. The committee will now proceed to consider the Independent Panel
report.

e The direct consequence is the automatic referral of the matter to a 31-member Section 89 Impeachment
Committee. While the committee has been constituted, delays in ANC nominations, reportedly linked to internal
party coordination disputes, have slowed its full activation, drawing political criticism from opposition parties,
especially the EFF.

e Importantly, the judgment removes the last procedural barrier that had contained the matter for over three years,
shifting it from political discretion into a constitutionally mandated parliamentary process.

e Parallel accountability mechanisms have also intensified, with opposition parties filing motions of no confidence
under Section 102. However, the National Assembly Speaker rejected the ATM’s request to proceed with such a
motion at this stage, on the basis that the issues raised are already under consideration by the impeachment
committee process.

e This decision is politically significant. A motion of ho confidence would have represented a faster and procedurally
simpler route to executive removal, requiring only a simple majority. Opposition formations (including ATM, MKP,
and EFF) would likely have viewed this as strategically viable under conditions of potential ANC fragmentation and
the possibility of a secret ballot.

e From a governance perspective, the ruling strengthens long-term institutional credibility by reaffirming judicial
oversight, but introduces near-term instability through heightened parliamentary contestation and executive
uncertainty.




Budget Votes 2026]27 Fiscal Appropriations as a site of
Political Contestation

» The 2026/27 Budget Votes cycle is emerging as a critical intersection point between fiscal policy, coalition politics,
and reform execution. In South Africa’s governance system, Budget Votes translate the national budget into
departmental spending authority, making them the decisive mechanism through which policy commitments are

operationalised.
 In 2026/27, however, Budget Votes are no longer a routine fiscal

exercise. They are being reshaped by weak economic growth,
rising debt-service costs, intensified parliamentary politicisation,
and the constitutional shock created by the impeachment ruling.

e Three structural pressures define the cycle: constrained fiscal
space, an expanding but underfunded reform agenda, and
increasing use of parliamentary processes as political leverage
rather than fiscal denial. This has created a widening gap between
policy ambition and implementation capacity, with Budget Votes
acting as the primary constraint mechanism.

¢ While most departmental votes continue to pass, support is increasingly conditional and selectively contested
Governance and justice votes face political scrutiny linked to impeachment proceedings and institutional neutrality
concerns. Cooperative Governance and Traditional Affairs (COGTA) is under sustained pressure due to persistent
municipal failure and service delivery breakdowns. Public enterprises and infrastructure-related allocations remain
ideologically contested due to SOE governance challenges and restructuring disagreements. Home Affairs and
immigration budgets are politically polarised, reflecting broader tensions around migration governance, even
though funding is ultimately approved.

¢ Importantly, opposition behaviour is shifting from outright rejection toward conditional approval, delay tactics, and
narrative contestation. This reflects the absence of incentives for a full fiscal impasse, while still allowing parties to
extract political leverage and visibility through parliamentary processes.

e As a result, Budget Votes are increasingly functioning as a real-time indicator of execution risk, signalling where
infrastructure delivery, regulatory reform, and state-capacity improvements may slow or become fragmented.

e As it would be recalled from 2025, all Budget Votes must pass, so that the Appropriation Bill — which operationalises
the Division of Revenue Bill. The rejection of Budget Vote 17 last year, fuelled by accusations of the National Student
Financial Aid Scheme (NSFAS) disbursement failures and cronyism in the Sector Education and Training Authority
(SETA) board appointments, became a flashpoint, transforming a routine fiscal process into a referendum on
governance integrity. A legal opinion by Parliament’s senior advisor, Frank Stander Jenkins, highlighted the gravity.
“the Appropriation Bill cannot be adopted unless all individual Votes in Schedule 1, including Vote 17, are passed,
rendering the national budget procedurally incomplete.”

e This deadlock threatened to halt state funding, delay departmental allocations, and disrupt service delivery across
national, provincial, and local government spheres. While the Division of Revenue Bill, passed on 26 June, allocates
funds among government levels, it cannot be operationalised without the Appropriation Bill's expenditure
authorisation, as mandated by Section 213(2) of the Constitution and the Public Finance Management Act.

e It was only after President Ramaphosa relieved Minister Nobuhle Nkabane as a Minister of Higher Education and
Training did the Budget Vote pass — with the support of the Democratic Alliance (DA) that had agitated for her
removal.

Regulatory Updates

¢ Following the Cabinet meeting of 6 May 2026, the executive continued to drive structural reform initiatives ahead
of slower parliamentary processing cycles. This reflects an established governance pattern in which executive-led
policy formulation persists even under rising political uncertainty.

Rewsed Draft Whlte Paper on Local Government 2026

e Cabinet approved the White Paper for public consultation,
marking a 30-year reassessment of local government
performance and proposing a systemic institutional reset.

e Central to the framework is the establishment of a dedicated
Transition Management Body to oversee implementation, address
structural weaknesses in municipal governance, and improve
intergovernmental coordination, financial sustainability, and
service delivery accountability.

e For the private sector, this is highly significant given the extent to
which municipal dysfunction affects permitting, infrastructure
reliability, procurement processes, and investment certainty.

* However, execution risk is elevated due to GNU political dynamics, election-cycle pressures, and the concurrent
impeachment process, all of which may dilute implementation momentum.




Key Legislative Developments

Legislative Measure

Core Objective

Key Provisions

Sector Impact

Strategic
Implication

Draft Nuclear
Energy Amendment
Bill 2025

Enable nuclear
energy expansion
and private-sector
participation

» Opens space for
private-sector
involvement in
nuclear build
programme under
IRP

« Strengthens
licensing and
regulatory approval
processes

+ Supports nuclear
supply chain
localisation

Energy, mining,
infrastructure, heavy
industry

Long-term energy
security signal; high
strategic value but
dependent on
execution capacity
and procurement
discipline

National Building
Regulations and
Building Standards
Amendment Bill
2026

Modernise South
Africa’s built
environment
regulatory
framework

* Introduces
climate-resilient
building standards

« Embeds digital
design tools (e.g.
BIM)

« Strengthens safety
and compliance

Construction,
property
development, real
estate, infrastructure

Improves
infrastructure quality
and resilience but
increases short-term
compliance costs
and regulatory

» Recognises diverse
delivery models

] burden
oversight
mechanisms
« Simplifies ECD
registration and
Strengthen early oversight Education sector,
Children’s Act childhood . Consolidates ECD providers
Amendment Bill development administrative corporates (H;Q/CSI) Supports
2026 governance responsibility under labour market I
framework Basic Education

Risk Matrix: Key Legislative & Regulatory Developments

Development

Risk Category

Risk Level

Outlook [
Trajectory

Constitutional
Court Judgment
(Impeachment
Activation)

Political /
Institutional Risk

High

Primary

Exposure Key Risk Drivers

Sectors
Active

All sectors with impeachment
process;

state exposure .
executive

(SOEs, .

. accountability

infrastructure, .
escalation;

finance)

extractives,

parliamentary
volatility

coalition strain;

Elevated political
uncertainty in
short term;
strengthened
constitutional
credibility in long
term




Public sector-

Fiscal constraint;

. . . . Increasin
linked industries: | conditional asing |
infrastructur allocations conditionality
. . i ructure, ocations;
Budget Votes Fiscal / Execution . . . and delayed
. High construction, coalition . .
2026/27 Risk - . - implementation
logistics, mining, | bargaining; )
e risk across
health, politicisation of
. L departments
education appropriations
" - High reform
Municipal- Weak municipal | . 9
. intent but
dependent capacity;
Local ) . elevated
sectors: implementation . .
Government Governance / . ) . execution risk;
. - : High infrastructure, uncertainty;
White Paper Municipal Risk . L ) outcomes
mining, logistics, | intergovernment
2026 N dependent on
property al coordination .
state capacity
development gaps
recovery
Policy tightening; | Gradual
ICT, healthcare, Y9 9 . . .

. . ; . enforcement tightening with
Immigration & Regulatory / engineering, variability: uneven
Citizenship Labour Market Medium multinationals, . Y . .

. _ . political implementation
Reform Risk skills-intensive e
sensitivity on across
sectors . :
migration departments
. . Long-term
Licensing reform .
enabling

Nuclear Energy
Amendment Bill

Energy Transition
| Regulatory Risk

Medium (Long-
term positive)

Energy, mining,
heavy industry,
infrastructure

uncertainty;
procurement
complexity;
execution
capacity
constraints

framework, but
dependent on
delivery
credibility and
procurement
execution

Increased .
. . Higher short-
Construction, compliance
- . term costs,
Building Compliance / property, real burden; imoroved lona-
Standards Construction Medium estate, regulatory P . 9
. . . . term resilience
Amendment Bill Risk infrastructure transition costs;
and regulatory
development enforcement )
A certainty
variability
Implementation
ECD sector, capacity;
Children's Act Social Policy / corporates (HR, funding
Amendment Bill Labour Low csl), workforce alignment;
(ECD Reform) Participation Risk development- provincial
linked sectors execution
variability

Conclusion

‘

e May reflected an increasingly complex governance environment defined by the simultaneous strengthening of
constitutional accountability mechanisms and continued executive-driven reform activity.

e The Constitutional Court ruling has fundamentally altered parliamentary dynamics by activating a formal
impeachment pathway, while Cabinet continues to advance structural reforms across local government, energy,
and regulatory frameworks.

» The Budget Votes 2026/27 cycle has emerged as the central arena where these forces intersect, transforming fiscal
appropriations into a site of political contestation, coalition negotiation, and execution risk determination.



e For the private sector, the overall trajectory remains reform-positive over the medium to long term, but the near-
term environment is characterised by elevated uncertainty, policy implementation delays, and heightened political
signalling through fiscal processes.

¢ Navigating this environment will require close alignment with parliamentary appropriations cycles, active
monitoring of GNU stability, and continuous assessment of execution risk across departments where reform
ambition and fiscal capacity are increasingly misaligned.
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