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(From the Mayoral Committee: 6 April 2023)

1, PURPOSE

The purpose of the report is to table the Draft 2023/24 Medium-term Revenue and
Expenditure Framework (MTREF) in terms of Section 24 of the Local Government:
Municipal Finance Management Act, 2003 (Act 56 of 2003).

2. STRATEGIC PRIORITY ADDRESSED
SP2: Provide stringent financial management and oversight:

o Transparent budgeting processes inclusive of public participation,;

o Structuring the budget towards core service delivery and infrastructure
development to advance the growth of the City; and

o Affordable rates and taxes to avoid unsubstantiated and unfair increases.

3. BACKGROUND

Section 16(1) of the Municipal Finance Management Act (MFMA) stipulates that the
Council of a municipality must for each financial year approve an annual budget for
the municipality before the start of that financial year. Section 16(2) stipulates that to
comply with subsection (1), the mayor of the municipality must table the annual
budget at a council meeting at least 90 days before the start of the budget year.

Section 22 of the MFMA also stipulates that immediately after an annual budget is
tabled in a municipal council the accounting officer must make public the annual
budget and documents in terms of Section 17; invite the local community to submit
representations in connection with the budget; and submit the annual budget to the
National Treasury and the relevant provincial treasury in printed and electronic
formats.

The Local Government: Municipal Systems Act (MSA), Chapter 4 deals with
Community participation Section 16(1)(a) and (iv) stipulate that a municipality must
encourage, and create conditions for, the local community to participate in the affairs
of the municipality, including in the preparation, implementation and review of its
Integrated Development Plan and the preparation of its Budget.

Section 23(2) of the MFMA stipulates that “after considering all budget submissions,
the Council must give the Executive Mayor an opportunity —

(a) To respond to the submissions; and
(b) If necessary, to revise the budget and table amendments for consideration by
the council”.
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aft Operating and Capital Budget is tabled to facilitate community participation
-eive inputs from all stakeholders and will be refined to consider the outcome
.2 public consultation process before approval.

In terms of Section 24 of the MFMA;

“(1) The municipal council must at least 30 days before the start of the budget year
consider approval of the annual budget.

(2) An annual budget -

(a) must be approved before the start of the budget year;

(b) is approved by the adoption by the council of a resolution referred to in
section 17(3)(a)(i); and

(c) must be approved together with the adoption of resolutions as may be
necessary —

(i) imposing any municipal tax for the budget year,;

(ii) setting any municipal tariffs for the budget year;

(i) approving measurable performance objectives for revenue from each
source and for each vote in the budget;

(iv) approving any changes to the municipality’s integrated development
plan; and

(v) approving any changes to the municipality’s budget-related policies.

(3) The accounting officer of a municipality must submit the approved annual
budget to the National Treasury and the relevant provincial treasury.”

Extension of timelines for tabling of the draft 2023/24 reviewed Integrated
Development Plan and draft 2023/24 — 2025/26 Medium Term Revenue and
Expenditure Framework

Section 27(1) of the Municipal Finance Management Act (MFMA) reads: “The mayor
of a municipality must, upon becoming aware of any impending non-compliance by
the municipality of any provisions of this Act or any other legislation pertaining to the
tabling or approval of an annual budget or compulsory consultation processes, inform
the MEC for finance in the province, in writing, of such impending non-compliance.”.

Chapter 4, Regulation 63 of the Municipal Budget and Reporting Regulations,
prescribe the process to be followed to apply to the MEC for finance in the province
and National Treasury for an extension of the timeline to table the draft budget and
draft reviewed IDP. In identifying the impending late tabling of the 2023/24 draft
budget by the end of March 2023, due to the delay in election of an Executive Mayor
after the resignation of the previous Executive Mayor, the City Manager informed the
MEC for Finance in the Gauteng Provincial Government on the impending delay as
well as to apply for an extension of the timeline.

The City Manager submitted an application to the MEC for Finance to extend the
timeline for the tabling of the draft IDP and MTREF. Approval for the extension of the
time was granted until 14 April 2023. The letter of approval of extension of the
respective timelines is attached as Annexure P.



BUDGET STEERING COMMITTEE SESSIONS

The Technical Budget Steering Committee Sessions took place on the 16 March 2023
to consider the budget and tariff proposals for the 2023/24 MTREF-.

The Mayoral Budget Steering Committee sessions took place on 3 and 4 April 2023
in line with the requirements of Section 53 of the Local Government: Municipal
Finance Management Act, 2003 (Act 56 of 2003) which states that:

(1) The mayor of a municipality must — (a) Provide general political guidance over
the budget process and the priorities that must guide the preparation of the
budget.

COMMUNITY CONSULTATION PROCESS ON THE DRAFT 2023/24 MTREF AND
TSHWANE INTEGRATED DEVELOPMENT PLAN

The Draft Budget and IDP will be placed on the municipal website and the City will
use various media platforms and physical regional meetings will be arranged to solicit
inputs from the community.

NATIONAL TREASURY BENCHMARK ENGAGEMENT

The 2023/24 Budget and IDP Benchmark engagement with National Treasury is
scheduled for 10 May 2023 prior to the approval of the budget.

BUDGET GUIDELINES AND PRINCIPLES

The focus for the 2023/24 MTREEF is to secure the financial sustainability of the City,
thereby ensuring that services are rendered within affordable limits. Departments and
municipal entities are requested to continue to find ways to deliver services in an
efficient, effective, and economic manner.

Some of the guiding principles for the budget are as follows;

e Approve a balanced budget based on realistic revenue;

e Restoring and gradually building cash reserve to work towards a funded budget
in terms of NT guidelines;

e Tariff increases must consider the current economic environment and the impact
on household accounts;

e The focus must be on efficiency gains and the principle of value for money (doing
more with less, while prioritising service delivery);
Service delivery spending must only take place within the available budget; and
The budget must be aligned to the City’s strategic priorities.

National Treasury MFMA Circular 123

National Treasury issued MFMA circular 123 on 3 March 2023, as a follow-up to
MFMA Circular 122, which was issued on 09 December 2022, with the aim to provide
further guidance to municipalities with the preparation of their 2023/24 Medium Term
Revenue and Expenditure Framework (MTREF).

Municipalities are advised to undertake the annual budget preparation process in
accordance with the budget and financial reform agenda, by ensuring that their
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budgets are funded, revenue management is optimized, assets are managed
efficiently, supply chain management processes are adhered to, mSCOA is
implemented correctly and that audit findings are addressed.

The CPI inflation targets for the 2023/24 Medium Term is 5,3%, 4,9% and 4,7% and
municipalities are required to justify all increases in excess of the projected inflation
target for 2023/24.

Municipalities must focus on collecting revenues owed to them and eliminate wasteful
and non-core spending. Municipal leadership is advised to:

Decisively address unfunded budgets by reducing non-priority spending and
improving revenue management processes to enable collection;

Address service delivery failures by ensuring adequate maintenance, upgrading
and renewal of existing assets to enable reliable service delivery;

Improving the effectiveness of revenue management processes and procedures;
Cost containment measures to, amongst other things, control unnecessary
spending on nice-to-have items and non-essential activities as highlighted in the
Municipal Cost Containment Regulations read with MFMA Circular No. 82;
Ensuring value for money through the procurement process;

Consider the affordability of providing free basic services to all households;

Not take on unfunded mandates and

Strictly control the use of costly water tankers and fix the water infrastructure to
enable the sustainable provision of water.

During the mid-year engagement National Treasury visits, National Treasury made
the following recommendations for implementation in the 2023/24 MTREF

Fill the positions of all managers that report to the City Manager as soon as
possible;

Maintain effective internal control measures and reconcile control accounts on a
monthly basis;

Improve the current cash and liquidity position to secure financial sustainability;
Maintain revenue collection measures for those owing on their municipal
accounts including councillors and municipal officials that are in arrears;
Maintain revenue collection and debt management strategies for a collection rate
above 95 per cent;

Implement immediate measures to decrease expenditure, review contractual
agreements, limit the funding of the capital budget from internally generated
funding, review surpluses on trading services and decrease electricity losses;
Implement the UIFW strategy/reduction plan to reduce UIFW over the short and
medium term the revenue collection rate and liquidity position to ensure financial
sustainability;

Discuss the report from GTAC on the organization review and submit to council
for implementation;

Commenced with a process to seek exemption from SALGA on the current and
upcoming salary and wage determinations based on the financial status of the
City;

Report weekly to the national treasury on the cash flows;

Review the financial sustainability plan within 30 days and implement measures
to address the financial situation; and

The City must progressively move towards a funded state.
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On the 3rd April 2023 the City received the MFMA Circular no.124: Municipal Debt
Relief. The circular proposes a debt relief to municipalities on the Eskom arears debt
as of 23 March 2023, the contents of which we are in the process of closely been
scrutinized.

DISCUSSION OF THE 2023/24 MTREF

Section 17(1) of the MFMA requires that the annual budget of the municipality must
be in the prescribed format as follows:

e Setting out realistically anticipated revenue for the budget year from each
revenue source;

o Appropriating expenditure for the budget year under the different votes of the
municipality;

e Setting out indicative revenue per revenue source and projected expenditure by
vote for the two financial years following the budget year; and

e Setting out the estimated revenue and expenditure by vote for the current year
and actual revenue and expenditure by vote for the financial year.

2023/24 MTREF BUDGET APPROACH

As part of managing liquidity and gradually move the budget to a funded state,
departments were requested to review the current operations, limit the use of
contracted services, use and maximise internal teams to perform most of their
operational activities, including maintenance work, until the financial position of the
City improves:

e Departmental baselines were reduced in order to manage expenditure proposals
downward to align with realistically anticipated revenue projections;

e Operations must be unpacked and aligned to issued indicatives;

e Departments to note that previous budget allocations do not form a basis for new
MTREF allocations;

e Departments must review their current activities for operational efficiency;

e Only projects that are ready for implementation must be included in the budget
proposal,

e Revenue generating projects must be prioritized; and

e Focus on reducing electricity and water losses.

Considering the above, the starting point of the proposed draft 2023/24 MTREF was
to correctly align revenue estimates and adjust expenditure estimates in line with
revenue projections.

Revenue estimates proposed in the draft MTREF consider the weak economic growth
and the ability of consumers to meet their obligations to the city. Revenue shortfalls
were addressed by considering current budget performance and revenue estimates
were adjusted in line with realistically anticipated revenue projections.

Expenditure proposals for the main three expenditure groups were adjusted
downwards when compared to the adjustments budget to align expenditure estimates
with anticipated revenue.

The expenditure cuts were implemented across the board on the three main
expenditure groups namely contracted service, operational cost and other materials.
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Departments are required to explore alternative operating models to ensure
continuous service delivery within the allocated resources.
OPERATING BUDGET

The City is tabling an operating revenue (excluding capital grants and contributions)
of R44,7 billion and escalates to R52,3 billion in 2025/26. The revenue represents an
increase of 6% against the 2022/23 Adjustment Budget.

The operating expenditure amounts to R44,6 billion, an increase of 5% against the
2022/23 Adjustment Budget, resulting in a surplus of R91,1 million for the 2023/24
financial year.

The table below indicates the high-level consolidated Draft 2023/24 Medium-term
Revenue and Expenditure Framework.

Table 1: Consolidated Budget Summary

Description Adjusted Budget Draft Budget % Draft Budget Draft Budget
2022/13 2023/24 Increase/Decre 2024/15 2025(26
ase
Total Revenue 42,294,940,272 44,674,080,185 6% 48,348,804,4%4 52,258,057,895

Total Expenditure 42,271,886,741 44,583,027,512 5% 47,807,942,200 51,991,264,360
Surplus/(Deficit) excluding capital transfers 23,053,530 91,052,673 540,362,294 266,793,535
Capital Grants Total 2,127,130,753 2,022,392,431 -5% 2,086,430,066 2,132,210,153
(Surplus)/Deficit hefore Taxation 2,150,184,283 2,113,445,104 2,627,292,360 2,399,003,688

Taxation 515,020 529,440 3% 544,264 544,264
(Surplus)/Deficit for the year 2,149,669,264 2,112,915,664 2% 2,626,748,096 2,398,A59,423

To ensure compliance with the Municipal Standard Chart of Accounts, the
presentation of the income statement has been updated in line with the latest mSCOA
chart.

Revenue framework

In determining the tariff increases for the 2023/24 MTREF, the City took note of the
current economic environment and its impact on the residents of Tshwane. The
challenge remains ensuring that the proposed tariffs are affordable to the residents
at the same time ensuring that the City can recover the cost of rendering the services.
The proposed Electricity tariffs increases are linked to the increases approved by
NERSA to Eskom while Water tariffs are linked to Rand Water bulk purchases.

The following table is a high-level summary of the operating revenue per category:



Table 2: Operating Revenue by Source

Description Adjusted Budget Draft Budget % Increase/ Draft Budget Draft Budget
202/23 2023/24 Decrease 202425 2025/26
Revenue
Exchange Revenue
Service charges - Electricity 15,677,660,317 16,642,469 446 6% 18,474,253,604 20,530,493,775
Service charges - Water 5,445,662,147 5,698,206,911 5% 6,343,679,060 6,911,136,192
Service charges - Waste Water Management 1,612,921,739 1,714,500,758 0% 1,870,152,587 1,956,983,678
Service charges - Waste Management 1,775,382,391 1,810,369,540 % 1,891,478,525 2,003,857,1%4
Sale of Goods and Rendering of Services 450,837,122 455,069,087 456,375,647
Interest earned from Receivables 890,807,885 558,059,313 3% 583,179,115 594,861,604
Interest earned from Current and Non Current Assets 66,085,314 55,048,244 1% 55,115,559 57,823 406
Rental from Fixed Assets 167,563,283 203,699,543 5% 221,501,9% 236,428,491
Licences and permits 44,728,401 43,618,849 - 56,875,971 59,382,046
Operational Revenue 1,011,936,069 510,149,365 -50% 494,477,148 502,300,500
Non-Exchange Revenue
Property rates 9,101,842,204 9,627,155,940 6% 10205319485 | 10,781,770,162
Fines, penalities and forfeits 228835737 292,018,955 8% 306,371,566 321,667,923
Transfers and subsidies - Operational 4,619,121,343 5,081,769,420 10% 5,340,040,030 5,738,349,760
Interest 357,835,179 373,937,762 381,416,517
Fuel Levy 1,653,094,000 1,628,341,000 -1% 1,676,353,000 1,725,211,000
Total Revenue (excluding Capital Transfers and Contributions) 42,295,640,831 44,674,080, 185 6% 48,348,804,494 52,258,057,895
Figure 1: Operating Revenue by Source
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A tariff increment of 5% is proposed for the 2023/24 financial year.

The first R15 000 value of all Residential properties, is legislatively impermissible for
the charging of property rates, and a further valuation reduction of R135 000 is
granted by Council for charging of property rates. All residential properties are thus
not charged any property rates on the first R150 000 of the value and registered

indigents pay no property rates.

Rebates to pensioners and the disabled were updated in the Property Rates Policy

for 2023/24.




Electricity Services

The proposed tariff increment for electricity is 18% for implementation 1 July 2023.
The increase is in line with the guideline for bulk purchases increase from Eskom.
Eskom was granted a bulk tariff increment of 18,49% by Nersa.

Registered indigents are granted 50 kWh free of charge in line with national policy.
However, all properties below the threshold will automatically qualify for free basic
services.

Water Services

The proposed tariff increment for water is 9,2%. The budgeted revenue for water
services increased by 5% and the bulk purchases tariff for rand water increased by
9,2%.

Registered indigents are granted 6 k{ water free of charge.

Sanitation revenue

Sanitation charges are calculated according to the percentage water discharged and
a 9.2% tariff increment is proposed.

Refuse removal revenue

A tariff increase of 6% is proposed for refuse removal service.

Details of the proposed tariff schedules are set out in Annexures C to H.

Grant Funding

The total grants allocated for the 2023/24 financial year amount to R7,1 billion.

The total amount allocated for the 2023/24 financial year on operating grants is R5,1
billion and infrastructure allocation is R2 billion. The City's equitable share allocation
is R4 billion, and the Neighbourhood Development Partnership Grant Public
Employment Programme allocation is R146 million which includes 10% allocation for
capital equipment.

National allocations under the Division of Revenue Bill have been accounted for in

the MTREF 2023/24. Provincial grant allocations will be included in the final budget
once they have been gazetted.



Table 3: Grant Allocations

: 2023/24 Medium Term Revenue & Expenditure
Description

Framework
Budget Year Budget Year | Budget Year
i 2023124 +12024/25 | +2 2025128
RECEIPTS:
mhwmm- NS, SRR TAETS. RS mm——.
National Govemment: | 4B49612, 5169418 | 5738350
Local Government Equitable Share 3993570 4444 459 4973245
Finance Management Grant 2200 2200 2338
Urban Setlement Developmenl Granlt 32704 34173 35704
Expanded Pubic Works Progranmme Incenive (EPWP) 16 502 - -
Public Transpori Network Grant 579744 591702 621 290
Programme and Project Preparafon Support Grant 62 000 64 000 71488
Energy Efficiency and Demend Side Management 500 500 450
Neighbourhood Development Partnership Grant (PEP) 131400 - -
Informal Setterrents Upgrading Parinership Grant | 30993 32384 33835
Provincial Govemment: 232157 170622 @@ - |
Primary Health Care 66772 64015 -
HIV and Aids Grant 27918 26 765 -
Human Setilement Development Granl (HSDG) 69 187 72542 -
Spork and Recreaton : Community Libraries 7300 7300 -
__TRTBus Operalions Subsdy B 1,1 1 O ) [DER )
Total Operating Transfers and Grants . | so81789 |
Capital T ¢ { Grant T . S
National Govemment: | 1928 424 1971793 2013 833
Urban Setlenenl Development Grant 1057 425 1104913 1 154 413
Pubic Transport Infrastucture & Systerrs Granl 250 575 223075 179 000
Neighbourhood Developent Partnership Grant 24 085 20000 30000
Energy Efficiency and Demand Side Managenent 7500 8500 7550
Informral Setfements Upgrading Partnership Grant 588 858 615 305 642 870
Provincial Govemment: | ... 15146 16154 | 13000
Sportand Recreation: Conmmrunity Libraries | 15146 [ 16 154 13000 |
Other grant providers: 78 823 98483 | = 105377
HCT - Restructuring Capial Grant 78823 98 483 105 377
Total Capital Transfersand Grants | ~~ 2022392| 2086430 2132210
TOTAL RECEIPTS OF TRANSFERS & GRANTS 7104 162 ‘ 7426 470 7 870 560

The total grant allocations for the financial years 2023/24, 2024/25, and 2025/26 are
R7,1 billion, R7,4 billion, and R7,9 billion, respectively.

8.3.2 EXPENDITURE FRAMEWORK

The following table is a high-level summary of the 2023/24 Medium-term Expenditure
Framework (classified per main category):



Table 4: Operating Expenditure by Category

Description Adjusted Budget Draft Budget % Increase/ Draft Budget Draft Budget
2022/23 2023/24 Decrease 2024/25 2025/26
Expenditure
Employee related costs 12,637,962,054 12,640,369,331 % 13,279,544,624 13,869,407,936
Remuneration of councillors 153,862,988 153,862,988 0% 161,556,137 168,826,163
Bulk purchases - Electricity 12,121,754,778 14,377,613,342 19% 16,203,570,236 18,147,998,665
Inventory Consumed 4,260,040,818 4,424,478,754 4% 4,636,383,750 5,073,834,022
Materiols - Parent 652,559,343 590,901,907 535,122,470 696,651,442
Materials - Entity 1,945,563 6,208,128 6,641,206 7,103,535
Bulk Water 3,605,535,913 3,827,368,719 4,094,620,074 4,370,079,045
Debt impairment 2,306,620,209 3,115,620,705 35% 3,240,280,003 3,358,132,182
Depreciation amortisation 2,626,795,594 2,911,920,542 11% 3,147,081,887 3,313,238 801
Interest 1,476,918,383 1,476,589,023 0% 1,568,315,232 1,572,414,055
Contracted services 4,623,051,857 3,710,927,499 -20% 3,719,829,705 4,403,182,190
Tranfers and subsidies 31,590,088 30,695,002 -3% 39,656,276 41,182,295
Irrecoverable debts written off - 1,563,391 1,672,829 1,789,927
Operational Casts 2,033,049,719 1,739,338,524 -14% 1,810,001,755 2,041,208,358
Loss on Dispossal of PPE 240,253 48411 -80% 48,767 49,767
Other Losses
Total Expenditure 42,271,886,741 44,583,027,511 5% 47,807,942,200 51,991,264,360
Surplus/(Deficit) 23,053,530 91,052,673 540,862,294 266,793,535
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The operating expenditure equates to R44,6 billion in the 2023/24 financial year and
escalates to R52 billion in the 2025/26 financial year. Total operating expenditure
increased by 5% against the 2022/23 Adjustments Budget mainly on bulk purchases

and non-cash items.

The following graph illustrates the percentage each expenditure group contributes to
the total expenditure for the 2023/24 financial year:

Figure 2: Operating Expenditure by Category
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The expenditure categories are discussed as follows:

Employee Related Costs

The draft budget has made no provision for salary increments.
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Remuneration of Councillors
The cost associated with the remuneration of councillors is determined and informed
directly by the Remuneration of Public Office Bearers Act, 1998 (Act 20 of 1998) and
no salary increment has been provided for.

Debt Impairment

A provision of R3,1 billion was made for Debt Impairment and based on an anticipated
annual collection rate of 95% including arrears accounts.

Depreciation and Asset Impairment

Depreciation and asset impairment amounts to R2,9 billion for the 2023/24 financial
year which equates to an increase of 11% when compared to the 2022/23
adjustments budget.

Finance charges

Finance charges amount to R1,5 billion in the 2023/24 financial year and escalates
to R1,6 billion in 2025/26 financial year. The City’s total long-term borrowing amounts
of R10,7 billion.

Bulk Purchases

Compared to the 2022/23 adjusted budget, electricity bulk purchases have increased
by 19% to R14,4 billion and aligned to the electricity bulk purchases tariff increase
from Eskom.

Other Materials

Other materials decreased by 9% in line with the city’s initiative of managing
expenditure downwards to improve liquidity. Bulk water purchases increased by 9,2%
in line with the proposed Rand Water increment.

Contracted Services

Contracted services decreased by 20% when compared to the 2022/23 adjusted
budget in line with the city’s initiative of managing expenditure downwards to improve
liquidity.

Other Expenditure

When compared to the 2022/23 adjusted budget this group decreased by 14% in line
with the city’s initiative of managing expenditure downwards to improve liquidity.

Repairs and Maintenance
An amount of R975,9 million has been provided for repairs and maintenance in the
2023/24 MTREF. The City plans to increase the spending on maintenance as and

when the revenue improves.

The table below represents the repairs and maintenance by asset class:



Table 5: Repairs and Maintenance by Function — Consolidated

Description Draft Budget % Draft Budget Draft Budget
2023/24 2024/25 2025/26

Repairs and Maintenance by Asset Class 975,871,079 1,024,026,528 1,428,813,800
Roads Infrastructure 63,436,115 6.50% 74,232,362 112,086,101
Storm water Infrastructure 10,716,203 1.10% 11,259,442 19,071,583
Electrical Infrastructure 312,010,768 | 31.97% 285,677,084 433,801,347
Water Supply Infrastructure 135,540,056 | 13.89% 132,550,255 200,285,881
Sanitation Infrastructure 84,612,644 8.67% 101,931,416 143,317,750
Solid Waste Infrastructure 6,547,575 | 0.67% 6,855,311 10,185,128
Rail Infrastructure 1,571,080 | 0.16% 1,279,935 2,182,990

Coastal Infrastructure - - -
Information and Communication Infrastruc| 11,648 0.00% 12,195 12,769
Infrastructure 614,446,090 613,798,002 920,943,549
Community Facilities 51,870,800 5.32% 75,917,242 101,328,881
Sport and Recreation Facilities 14,661,059 1.50% 21,957,452 32,310,634
Community Assets 66,531,859 97,874,694 133,639,515
Revenue Generating 13,216,327 1.35% 13,813,288 18,310,002

Non-revenue Generating - - -
Investment properties 13,216,327 13,813,288 18,310,002
Operational Buildings 30,749,848 3.15% 34,672,607 51,060,630
Housing 17,466,851 1.79% 18,661,499 20,409,509
Other Assets 48,216,699 53,334,106 71,470,139
Intangible Assets 39,557,879 4,05% 41,417,100 43,686,208
Computer Equipment 30,030,925 | 3.08% 31,402,418 34,277,246
Furniture and Office Equipment 289,586 |  0.03% 302,937 469,640
Machinery and Equipment 62,492,793 6.40% 71,500,046 86,458,244
Transport Assets 101,088,921 | 10.36% 100,583,938 119,559,257
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Operating Budget per vote
The following table represents the 2023/24 MTREF per department/Vote:

Operating Revenue and Expenditure per Vote (Parent)

Department Adjusted Budget | o o12003/24 | Estimate 2024/25 | Estimate 2025/26
2022/23

Revenue by Department
City Manager Department 60,533,170 62,000,000 64,000,000 71,488,000
City Strategy and Operational Performance - - - -
Community and Social Development Services Department| 27,863,133 26,129,149 8,584,421 1,317,647
Customer Relations Management Department 28,888 30,101 30,101 31,455
Econornic Development and Spatial Planning Department 528,410,058 521,956,666 407,207,206 409,246,333
Emergency Management Services Department 10,561,243 9,203,520 9,635,222 10,068,972
Energy and Electricity 16,297,526,903 17,300,538,120 19,166,063,416 21,249,196,124
Environment and Agriculture Management Department 1,852,755,988 1,903,897,007 1,988,019,459 2,104,858,292
Group Communication and Marketing Department - - - -
Group Human Capital Management Department 26,027,928 14,678,539 14,728,929 14,739,138
Group Financial Services Department 14,924,305,999 15,813,288,812 16,911,278,727 18,079,220,546
Group Audit and Risk Department 2,228,416 238,010 233,010 252,290
Group Legal and Secretarial Service Department 109,062 47,381 47,381 47,381
Group Property Department 57,872,132 62,502,352 71,005,786 74,883,728
Human Settlements 150,581,534 155,396,445 162,731,468 84,577,206
Health Department 89,283,909 97,635,055 93,265,055 2,498,379
Metro Police Department 237,297,704 302,289,267 317,542,314 332,801,175
Office of the Executive Mayor Department - - - -
Office of the Speaker Department -
Office of the Chief Whip Department - - - -
Roads and Transport Department 950,189,696 960,501,523 907,650,985 940,574,504
Regional Operations and Coordination Department 39,902,077 40,968,671 31,453,699 31,842,498
Shared Services Department 4,947 - - -
Water and Sanitation 7,762,754,508 8,150,578,248 8,990,756,732 9,669,724,075
Total Revenue (excluding capital transfers) 43,018,237,294 45,421,878, 866 49,144,248,910 53,087,368,143
Expenditure by Department
City Manager Department 880,853,169 689,217,908 720,257,372 758,329,279
City Strategy and Operational Performance 73,802,446 59,678,070 61,808,124 67,787,183
Community and Social Development Services Department 482,855,085 526,866,020 525,845,444 557,079,977
Customer Relations Management Department 290,605,465 275,662,880 288,342,104 301,916,769
Economic Development and Spatial Planning Department 810,042,772 832,096,012 736,592,621 766,745,558
Emergency Management Services Department 981,878,878 1,067,669,087 1,118,325,576 1,171,185,646
Energy and Electricity 13,921,765,363 16,457,178,338 18,365,690,116 20,398,256,154
Environment and Agriculture Management Department 2,166,328,754 2,015,078,509 2,107,337,922 2,463,479,600
Group Communication and Marketing Department 94,897,944 84,642,684 88,549,684 99,813,364
Group Human Capital Management Department 494,465,236 575,166,364 600,779,765 640,329,854
Group Financial Services Department 3,998,712,081 4,596,377,028 5,046,794,835 5,261,244,439
Group Audit and Risk Department 155,158,490 140,490,741 147,136,599 164,577,461
Group Legal and Secretarial Service Department 187,205,456 157,316,553 164,807,997 160,463,175
Group Property Department 1,073,379,525 685,557,207 1,018,886,121 1,104,757,216
Human Settlements 988,326,376 924,855,836 963,714,714 892,932,523
Health Department 585,176,019 531,477,193 549,262,121 560,554,041
Metro Police Department 2,817,433,510 3,391,868,397 3,585,137,422 3,751,274,710
Office of the Executive Mayor Department 97,126,603 91,460,666 100,415,487 106,338,749
Office of the Speaker Department 180,638,509 180,264,683 188,884,640 198,128,512
Office of the Chief Whip Department 181,367,335 158,654,397 207,807,686 218,330,156
Roads and Transport Department 2,005,953,159 2,006,541,568 1,986,727,904 2,121,881,208
Regional Operations and Coordination Department 3,822,290,320 2,708,890,403 2,822,108,696 3,238,606,927
Shared Services Department 1,379,168,317 1,220,580,656 1,276,935,729 1,336,536,293
Water and Sanitation 5,341,716,855 5,613,754,429 5,930,782,204 6,380,560,078
Total Expenditure 43,011,147,664 45,331,355,633 48,603,930,880 52,821,118,872
surplus/(Deficit) 7,089,630 90,523,233 510,318,030 266,249,271
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The above table reflects the parent figures including internal charges.

The following are some of the operating programmes within the operational budget
per department:

Office of the City Manager

e o o o

Inner city (household refuse removal) — R9,3 million;

Consultant fees (programme and project planning grant) — R62 million;
Professional Services (Project management) ePMU — R14,1 million; and
Asset protection — R245 million.

Community and Social Development

Expanded Public Works Programme Initiatives — R58,3 million;
Protective clothing — R6,7 million;

Community Development;

o Foodbank — R5,3 million;

o ECD centres — R2,4 million;

o Consumables — R1,2 million; and

o Buildings (R&M) — R1,2 million.

Economic Development and Spatial Planning

LED and SMME initiatives — R3,6 million;

Market infrastructure repairs and maintenance — R14,5 million;

Personnel and Labour (City Public Employment Programme Grant) — R108,6
million; and

Protective Clothing (City Public Employment Programme Grant) — R15 million.

Emergency Services Department

Fire fighting material and Equipment — R2,8 million; and
Protective clothing — R2,5 million.

Energy and Electricity

Electricity Reticulation and power stations (repairs and maintenance) — R33,9
million;

Eskom connections — R700 thousand;

Electricity disconnections — R37,5 million; and

Bulk purchases Electricity — R14,4 billion.

Environment and Agriculture Management

Household refuse removal — R580,6 million;

Repairs and maintenance of resorts, dumping sites and nature reserves — R40,7
million; and

Rental of plant and equipment — R30,5 million.
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Group Financial Services

e Revenue enhancement - debt collection — R131,6 million:
o Meter readers (collection fees) — R45,8 million;
o Debt collection — R58,1 million; and
o Cashiers — R37,6 million;

e External Audit — R45,8 million; and
e Insurance premiums — R176,5 million

Group Audit and Risk

e Administrative and strategy planning:
o Internal audit — R15 million; and
o Forensic audit — R19,6 million.

Group Communication and Marketing

e City wide Council functions and events — R4 million;
e City wide advertising and Marketing — R4,2 million; and
e General publicity and media — R3,7 million.

Group Human Capital

Capacity Building, training, and development — R7,4 million;

Community Development: Education and Training (bursaries) — R4,1 million;
Legislated training board fees — R145,5 million; and

Legal costs (labour relations) — R5,9 million.

Group Legal and Secretariat Services
e |Legal costs — R48,2 million.
Group Property Management

e Municipal Properties

Operational cost of leased buildings — R50,6 million;
Building rentals — R119,1 million;

Tshwane house unitary payment — R322,9 million;
Professional services — R11,4 million;

Cleaning services — R22,6 million;

Cleaning materials — R1,6 million; and

Repairs and maintenance of buildings — R14,4 million.

01 & W I & (R [ S O

Health

Drug and substance abuse — R29,2 million;

Repairs and maintenance of clinics — R9,4 million;
Critical part time services — R22,5 million; and
Personnel and labour (HIV/Aids grant) — R27,9 million.
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Human Settlements

o \Water tankers (rudimentary services) — R222,3 million;

e Sanitation chemical toilets — R33,8 million;

e Leased buildings — R23,5 million;

e Consultants (civil engineering - formalisation) — R56,6 million; and
o Housing Top Structures (HSDG) — R69,2 million.

Office of the Speaker

e Ward Committee: Stipends— R10 million.
Tshwane Metro Police

e Uniforms and protective clothing — R18,7 million;
e Prevention of illegal land invasion — R51,6 million; and
e Postage — R17,4 million.

Regional Operations Centre

e Repairs and maintenance of infrastructure and facilities — R434,4 million
o Electricity main supply and electricity reticulation (repairs and maintenance)
—R221, 2 million;
o Stormwater systems and water reticulation (repairs and maintenance) —
R57,6 million; and
o Sinkholes — R14,7 million.
e Centurion lake (maintenance) — R11,1 million; and
e Rental of plant and equipment — R79,1 million.

Roads and Transport

A Re Yeng operations — R6, 3 million;
Repairs and maintenance of buses and transport facilities — R94,9 million;
Automated fare collection system — R84,1 million;
PTNOG grant expenditure — R579,7 million
o Leased Building — R8 million; and
o Auto Fare Collection Systems — R58 million.
e Professional Services
o Project Management services - R51,4 million;
o Employer Representative (ER) (consultant to monitor and manage intelligent
transport system contracts) — R7,2 million;
City Integrated Transport Plan (CITP) — R4,4 million;
Signage and Way finding — R1,5 million;
Transport Impact Assessment - R1 million;
Feeder and Complementary Network design — R1,2 million;
Bus Operations — R290,4 million;
Station Management — R84 million;
Interim Compensation — R16,1 million;
Trustees — R2,3 million;
Taxi Industry Technical Advisors (TITA) — R7 million;
Marketing and Branding — R6,3 million;

OO0 00000000
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o Maintenance of line 1a and 2a busways — R10 million; and
o Monitoring — R9,6 million.
e Electronics Equipment
o Advanced Public Transport Management System (APTMS) Maintenance —
R10 million; and
o Urban Traffic Control (UTC) Maintenance — R11 million.

Shared Services

e Asset protection (rental of tracking system) — R19,4 million;

e Maintenance of non-infrastructure i.e. system software, computer equipment,
vehicles, etc.) — R129,7 million;

e Software licenses — R80,5 million;

e Leased vehicles — R275,9 million; and

e |T costs (internet fees, SAP support fees, specialised computer services, cyber
security, end-user support and management information systems) —R101 million.

Water and Sanitation

e Water Purification Works — R9,5 million;

e \Wastewater Purification — R57,3 million;

e Bulk purchases (Rand Water) — R3,8 billion; and
e Water tankers — R51,1 million.

CAPITAL BUDGET

The capital budget for the 2023/24 MTREF is mainly funded from grants with a
conservative level of expenditure funded from own revenue. Included in the 2023/24
capital budget are projects that are contractually bound, those with proven status of
readiness to implement, and those that address strategic priorities. The capital budget
amounts to R2 4 billion for 2023/24, R2,3 for both 2024/25 and 2025/26 respectively.

The Capital Budget is funded from the following sources:

e |Internally generated revenue (including Public Contributions and Donations) —
R336,7 million; and

e Grant funding - R2 billion.

Capital Budget per funding source:

The following table indicates the 2023/24 Medium-term Capital Budget per funding
source:



Capital Budget per Funding Source

Funding Source Description 2023/2024 MTREF
Draft Budget % Draft Budget Draft Budget
2023/24 2024/25 2025/26
Council Funding 286,746,476 | 12.15% 199,947,916 163,331,783
Public Transport Infrastructure Systems Grant 250,575,000 10.62% 223,075,000 179,000,000
Neighbourhood Development Partnership Grant 24,065,000 1.02% 20,000,000 30,000,000
Urban Settlements Development Grant 1,057,425,130 44.82% 1,104,913,420 1,154,413,490
Energy Efficiency Demand Side Management 7,500,000 0.32% 8,500,000 7,550,000
Community Library Services 15,146,000 0.64% 16,154,000 13,000,000
Public Contributions & Donations 50,000,000 2.12% 50,000,000 50,000,000
Informal Settlements Upgrading Partnership Grant 588,858,450 24.96% 615,304,550 642,869,750
Restructuring Capital Grant 78,822,852 3.34% 98,483,096 105,376,913
TOTAL 2,359,138,907 | 100.00% 2,336,377,982 2,345,541,936
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The following graph illustrates the above table in terms of the allocations per funding

source:

Capital Budget per Funding Source
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Council Funding

Public Transport
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R7,500,000
0.32%

Capital Budget per department:

The following table indicates the 2023/24 Medium-term Capital Budget
Department:

per



Capital Budget per Department
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Department 2023/2024 MTREF
Draft Budget % Draft Budget Draft Budget
2023/24 2024/25 2025/26

Office of the City Manager 2,000,000 0.08% - )
Office of the COO 9,465,000 0.40% 20,000,000 30,000,000
Community and Social Development Services 17,146,000 0.73% 16,154,000 13,000,000
Economic Development and Spatial Planning 14,600,000 0.62% - -
Tshwane Economic Development Agency 451,783 0.02% 451,783 361,783
Energy and Electricity 637,760,962 27.03% 659,513,611 432,550,000
Environment and Agricultural Management 17,500,000 0.74% 25,000,000 -
Group Financial Services 51,458,817 2.18% 66,226,133 65,500,000
Group Property Management 25,100,000 1.06% 25,000,000 -
Health Services 7,500,000 0.32% - -
Human Settlements 402,945,536 | 17.08% 389,315,013 278,869,750
Housing Company Tshwane 82,192,852 3.48% 100,253,096 105,846,913
Regional Operations and Coordination 5,365,876 0.23% 9,500,000 -
Roads and Transport 474,875,000 20.13% 566,690,550 801,413,490
Shared Services 197,000,000 8.35% 97,000,000 97,000,000
Water and Sanitation 413,777,082 17.54% 361,273,796 521,000,000
TOTAL 2,359,138,907 | 100.00%) 2,336,377,982 2,345,541,936

The following graph illustrates the above table in terms
department:

Figure 4: Capital Budget per Department

of the allocations per
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The detail capital budget indicating all projects per department is attached as

Annexure A.

Some of the main projects and key focus areas of the budget and IDP to be

addressed in 2023/24 financial year include amongst others:
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Office of the City Manager

e Infrastructure Asset Protection (security technology) — R2 million:
Office of the Chief Operations Officer

e Tsosoloso Programme (upgrading of roads in Saulsville) — R9,4 million:
Community and Social Development:

e Capital Moveables (Community Libraries) — R15,1 million; and
o Purchase of books, book security system, furniture and equipment.

Economic Development and Spatial Planning:

e Capital Moveables — R14,6 million; and
o Purchase of tools, industrial shredders, equipment, and machinery for
Neighborhood Development Partnership Grant (PEP).

Energy and Electricity:

Electricity for All — R133 million;

Tshwane public lighting programme — R22 million;

Prepaid electricity meters — R92 million;

Refurbishment of Sub Transmission Electrical Infrastructure — R40 million;
New Connection — R23 million; and

New Bulk Electricity Infrastructure — R163 million.

Environment and Agriculture Management:
e Provision of waste containers — R17,5 million.
Group Financial Services

e Turnaround: reduction of water losses — R23 million; and
e Insurance replacement (moveable and immoveable assets) — R25 million.

Group Property Management:

e Refurbishment of Midtown building — R25 million.
Health:

e New Lusaka clinic — R7,5 million.

Human Settlements

Bulk Water Provision — R168,9 million;

Bulk Sewer — R98,3 million;

Construction of roads and stormwater — R107,5 million;
Redevelopment of hostels (Saulsville) — R2 million;
Redevelopment of hostels (Mamelodi) — R5 million; and

e ® @ @ o
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e Acquisition of Land — R21,2 million.

Housing Company Tshwane:

e Timberlands construction of 607 social housing units — R25,9 million; and
e Chantelle detail design and bulk infrastructure — R52,8 million.

Regional Operations and Coordination:
e Electrical Infrastructure testing and maintenance equipment — R5,3 million.

Shared Services:

Computer Equipment Deployment — R10 million;
Upgrade of IT Networks — R30 million;
Purchase of Vehicles — R50 million;

Cyber Security — R7 million; and

SAP4 Hana (mSCOA) — R100 million.

Water and Sanitation:

Ekangala Block A-F: Sewer Reticulation and toilets — R40 million;

Water Conservation and Demand Management — R80 million;

Reservoir Extensions — R69 million;

Replacement, Upgrade, Construct Wastewater Treatment Works Facilities —
R117,2 million; and

e Replacement of Worn-out Water Network Pipes — R70 million.

Roads and Transport:

BRT Transport Infrastructure — R250,5 million;

Rehabilitation Of Roads — R59,6 million;

Internal Roads: northern Areas — R5 million;

Services for Township Developments — R40 million;

Flooding Backlogs — R40,7 million; and

Upgrading of Road from gravel to tar in Ekangala (Ward 102, 103, 104 and 105)
— R24 million.

MUNICIPAL ENTITIES’ BUDGETS

In terms of Section 17(3)(g) of the MFMA, when an annual budget is tabled in terms
of Section 16(2), it must be accompanied by any prescribed budget information on
municipal entities under the sole or shared control of the municipality. The format in
which the municipal entities’ budget information should be compiled and included in
the annual budget is prescribed by National Treasury circulars and regulations.

The subsidy to HCT (Housing Company Tshwane) for the 2023/24 financial year
amounts to R35,5 million.

The subsidy to TEDA (Tshwane Economic Development Agency) for the 2023/24
financial year amounts to R62,2 million.
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Consolidated entities summary: Statement of Financial Performance

Description Current Year 2022123 2023/24 Medium Term Revenue & Expenditure
Framework
Budget Year Budget Year +1 | Budget Year +2
R thousand Adjusted Budget 2023124 2024/25 2025126
Revenue
Exchange Revenue
Service charges - Electricity
Service charges - Water
Service charges - Waste Waler Management
Service charges - Waste Management
Sale of Goods and Rendering of Services
Agency services = - - -
Interest 825,011 879,367 887,558 996,322
Interest earned from Receivables 223,190 329,674 352,751 377,444
Interest earned from Current and Non Current Assels = - = =
Dividends
Renton Land - - - -
Rental from Fixed Assets 53,511,726 84,207,327 91,752,456 99,084,011
Licence and permils - - - -
Operational Revenue 1,745,270 2,439,857 2,662,360 2,793,653
Non-Exchange Revenue - - - -
Properly rales
Surcharges and Taxes
Fines, penalfes and forfeits -
Licences or permits - - = -
Transfer and subsidies - Operational 97,451,572 97,801,572 104,963,282 106,589,272
Interest - - - -
Fuel Levy -
Operational Revenue
Gains on disposal of Assels
Other Gains
Disconfinued rations - = - =
Total Revenue (excluding capital transfers and 153,756,768 185,657,597 200,518,407 209,850,701
contributions)
Expenditure
Employee related costs 88,054,454 100,814,274 110,433,711 116,776,967
Remuneration of Board Members 5,117,591 6,489,344 6,862,997 6,947,814
Bulk purchases - electricity - - - -
Inveniory consumed 1,945,663 6,208,128 6,641,208 7,103,535
Debt impairment 1,263,391 1,663,381 1,672,828 1,789,927
Depreciaton and asset impairment 3,780,729 17,365,453 18,515,059 19,745,138
Interest 156,772 176,013 189,702 196,395
Contracted services 18,670,751 31,353,600 33,581,455 34,761,434
Transfers and subsidies = - - -
Irrecoverable debts writen off - - - -
Operational costs 18,756,525 21,109,542 22,027,417 21,935,461
Losses on disposal of Assels 47,093 48,411 49,767 49,767
Other Losses - - - -
Total Expenditure 137,792,868 185,128,157 199,974,142 209,306,436
Surplus/(Deficit) 15,963,900 529,440 544,265 544,264
Transfers and subsidies - capilal (monetary allocations) = - - -
Transfers and subsidies - capital (in-kind) 362,711,044 78,822,852 98,483,096 106,376,913
Surplus/(Deficit) after capital transfers & contributions 378,674,944 79,352,292 99,027,361 105,921,177
Income Tax 515,020 529,440 544,264 544,264
Surplus/(Deficit) after income tax 378,159,924 78,822,852 98,483,096 105,376,913
Share of Surplus/Deficit atiributable to Joint Venture - - = -
Share of Surplus/Deficit atributable to Minorifes - - - -
Surplus/(Deficit) attributable to municipality 378,159,924 78,822,852 98,483,096 105,376,913
Share of Surplus/Deficil atiributable 1o Associate - - - -
Intercompany/Parent subsidiary transacions - - - -
Surplus/ (Deficit) for the year 378,159,924 78,822,852 98,483,096 105,376,913
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CONCLUSION

The focus for the 2023/24 MTREF is to ensure that the City is financially sustainable,
thereby ensuring that the services are rendered within the affordable limits. The City
is committed to transparent budgeting processes that is inclusive of public
participation and structuring the budget towards core service delivery and
infrastructure development to advance the growth of the City.

COMMENTS OF THE STAKEHOLDER DEPARTMENTS

COMMENTS OF THE GROUP HEAD: GROUP LEGAL AND SECRETARIAT
SERVICES

The aim of the report is to solicit the approval from Council for adjustments to the
2023/24 Medium-Term Revenue and Expenditure Framework (i.e., MTREF), in terms
of Section 24 of the Local Government: Municipal Finance Management Act, 2003
(Act 56 of 2003, MFMA), as amended, in order to ensure financial sustainability of
the Municipality.



23

Section 16(1) of MFMA compels the Council of the municipality to consider and
approve an annual budget before the commencement of the new financial year, i.e.,
1 July to 30 June of the succeeding year. Section 16(1) read with sub-section (2)
stipulates that the Executive Mayor of the municipality must table the annual budget
at a council meeting at least 90 (ninety) days before commencement of the next
financial year. Failing to do so will result in irregular expenditure as delivery of
services can only be done in terms of an approved budget. (See section 15 of the
MFMA). Section 19 of the MFMA likewise provides that money on the capital budget
may be spent only if: -

(a) the money for the project, excluding the cost of feasibility studies conducted by
or on behalf of the municipality, has been appropriated in the capital budget
referred to in section 17 (2);

(b) the project, including the total cost, has been approved by the council,

(c) section 33 has been complied with, to the extent that that section may be
applicable to the project; and

(d) the sources of funding have been considered, are available and have not been
committed for other purposes.

Sub-section 2 of the MFMA furthermore provides that: -

(2) Before approving a capital project in terms of subsection (1) (b), the council of
a municipality must consider-

(a) the projected cost covering all financial years until the project is operational;
and

(b) the future operational costs and revenue on the project, including municipal
tax and tariff implications.

For sake of completeness, we reflect in brief the Budgetary process in the table
hereunder: -

Brief description of the budgetary process in compliance with the MMFMA.

TIMEFRAME ACTIVITY RESPONSIBILITY
1 November Year 1-10 | Heads of Departments to prepare and | Heads of Departments
December Year 1 submit first draft operating and capital

budgets in line with the approved
operational plans, budget guidelines
and secured financing sources.

10 December Year 1 - Revision of the current operational CFO/ Heads of
and capital budget. Departments
Compilation of the MFMA Sec 72 AO/ CFO
Report and submission to the
Executive Mayor.

Approval of adjustments budget by AO/ CFO
Mayoral Committee.
Approval of adjustments budget by AO/ Executive Mayor

Council.
10 December Year 1-21 | Finance Department to consolidate CFO/Manager
January Year 2 and prepare the first draft capital and | Accounting/Heads of
operating budget in the following Departments

formats:




