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ADJUSTMENT OPERATING BUDGET
FOR THE 2012/13 FINANCIAL YEAR

1 STRATEGIC THRUST

Well Managed and Governed City.

2 OBJECTIVE

To obtain approval for the Adjustment Operating Budget for the 2012/13 financial year.

3 SUMMARY

In terms of Section 28 of the Municipal Finance Management Act 56 of 2003 (MFMA), a
municipality may revise an approved budget through an adjustments budget. Only the Mayor
may table an adjustments budget in the municipal council and may only be tabled within

prescribed limitations as to timing or frequency.

In terms of section 28 of the Municipal Finance Management Act, an adjustment budget,
amongst others:

(1) Must adjust the revenue and expenditure estimates downwards if there is
material under-collection of revenue during the current year;

(2) 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;

(3) May, within a prescribed framework, authorise unforeseeable and unavoidable
expenditure recommended by the mayor of the municipality;

(4) May authorise the utilisation of projected savings in one vote towards spending
under another vote;

(5) May correct any errors in the annual budget
(6) May provide for any other expenditure within a prescribed framework
In terms of Municipal Budget and Reporting Regulations, only one adjustment budget may

be tabled in Council during the financial year, after tabling of the mid—year budget and
performance assessment, but not later than 28 February.
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MID TERM ASSESSMENT

Section 72 of MFMA also stipulate that the Accounting Officer must by 25 January of each
year assess the performance of the municipality during the first half of the financial year and
as part of the assessment or review recommend whether the adjustment budget is
necessary.

Mid-year operating expenditure and revenue assessment (31 December 2012)
The actual year to date revenue is under budget by R337.2 million and the actual operating

expenditure is under budget by R982.5 million. The net effect resulted in an operating
surplus of R1.3 billion against a budgeted surplus of R1.6 billion. See table below.

Actual results | Approved \\g:ijance Erec;jﬁﬁ;ed
Dec 2012 YTD Budget June 2013
R'000 R'000 R’000 R’000
Direct Revenue 16 666 983 16 922 875 (255 891) 33358539
Revenue Internal Transfers 2 097 200 2178 536 (81 336) 4220 394
Total Revenue 18 764 183 19 101 410 (337 227) 37 578 933
Direct Expenditure 15 601 877 16 510 664 (908 787) 32433831
Expenditure Internal Transfers 2118 406 2192 204 (73 798) 4281 442
Total Expenditure 17 720 283 18 702 869 (982 585) 36 715 273
Operating (Deficit) /Surplus 1043 900 398 542 645 358 863 660
before Tax
Transfers Recognised
Capital & Contributions 277 362 1299911 (1 022 550) 2518551
Less Tax 11 565 7588 3977 445 066
Surplus/(Deficit) 1 309 697 1 690 865 (381 169) 2937 145

The projected results for the end of the financial year, based on the first six months
performance, indicates a surplus of R863.6 million against a budgeted surplus of R1.5 hillion
before capital transfers and taxation.

The projected shortfall is as a result of the projected under performance of revenue and
overspending (as at 31 December 2012) by Departments and municipal entities as
highlighted in the December 2012 monthly report.

Property rates and electricity service charges are projecting a shortfall of approximately
R139 million and R200.5 million respectively. City Power and Pikitup are projecting a
worse-off position compared to budget of R159.9 million and R200.5 million respectively by
the end of June 2013 (surplus before capital transfers and taxation).

A report on the assessment of service delivery performance is submitted separately by
Group Strategy, Policy and Relations to Mayoral Committee and Council.

Taking into account the assessment of the first half of the financial year, the 2012/13 budget
is recommended to be adjusted as follows;

OPERATING ADJUSTMENT BUDGET FOR 2012/13
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Assumptions on the adjustment budget
Revenue

o Revenue was adjusted where necessary in line with the mid-year operating
expenditure and revenue assessment.

Expenditure

. The expenditure budgets of the various departments and municipal entities were
reduced in line with the reduction in own revenue.

. The adjustment budget is not meant to address additional funding requirements
and accordingly departments and municipal entities will be required to reprioritise
within their existing budget allocations to address any service delivery pressure.

Overview of the Operating Adjustment Budget

It is recommended that the budget of the following departments and municipal entities be
further reduced in order to mitigate the reduction in own revenue.

- L Adjustment
Departments / Municipal Entities R 000

Economic Dewvelopment 6 529
Transportation 26 051
Community Development 2 062
Office Of The Executive Mayor 5795
Group Finance 2192
Group Corporate And Shared Senjices 5733
Development Planning 4 029
Jhb Metropolitan Police Department 3974
Municipal Entities Accounts 9 929
City Power 270 000
Johannesburg City Parks And Zoo 4 946
Johannesburg Property Company 6 590
Joburg Market 3 004
JOSHCO 1 269
Total Expenditure 352 103

Departments/municipal entities are requested to put measures in place in order to
accommodate the above reductions in the 2012/13 adjustment budget. Departments and
Entities should make a concerted effort to manage expenditure and service delivery
pressures within the adjusted budget allocations.
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In May 2012 Council approved operating revenue of approximately R37.8 billion and
operating expenditure of approximately R36.3 billion (including internal transfers) for the
2012/13 financial year. The revenue was adjusted by R49.8 million and expenditure was
adjusted by R29.9 million. The net effect of the proposed adjustments resulted in a surplus
(before capital transfers and taxation) of R1.5 billion as reflected in the table below.

Adjustments Budget - Financial Performance

The table below reflects the summary of the proposed adjustment budget;

Approved Adjusted
Budget Adjustment Budget
2012/13 2012/13
R 000 R 000 R 000
Revenue 33414 387 148 731 | 33563118
Internal Revenue 4422 195 (98 968)| 4323227
37 836 582 49 763 | 37 886 345
Expenditure 31894 084 128 819 | 32 022 903
Internal Expenditure 4422 195 (98 968)| 4 323227
36 316 279 29851 | 36346 130
Surplys (_Def|C|t) before capital grants and 1520 303 19912 1540 215
contributions
Capital Grants and contributions 2924 925 (56 674)] 2868251
Surpl.us (DefICIt) after capital grants and 4 445 228 36 762)| 4 408 466
contributions
Taxation 460 745 (14 676) 446 069
Surpllus (Deflcrf) after taxation and capital grants and 3984 483 (22 086)| 3962397
contributions

The adjustment on the revenue is mainly as a result of;

Property rates reduced by R100 million as a result of correction of the property
categories after the data clean up;

Electricity service charges decreased by R251.6 million due to the approved
NERSA tariff of 25.1% against the budgeted 27.7%. The other reduction is
caused by a reduction of 2% in sales volumes;

Refuse charges reduced by R12.3 million mainly due to the correction on service
charges for business;

Other service charges reduced by R85 million mainly due to a decrease in
cemetery fees, external services revenue by City Parks and because of a
correction of refuse revenue classification;

Rental of facilities and equipment increased by R31.4 million and it mainly
relates to servitudes that will be recovered from external parties by
Johannesburg Property Company;

Interest earned on outstanding debtors increased by R14.3 million;

Additional fine revenue R20 million;
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. Agency services increased by R56.4 million;
. Additional operating grants received R171.4 million; and
. Other revenue R304.3 million.

The adjustment on expenditure resulted from;

. Increase in employee related cost (R182.8 million), mainly due to the SALGA
agreement, the Fleet Africa staff taken over by the City of Johannesburg and the
absorbed contract workers at Pikitup;

= Reduction in remuneration of councillors (R12.7 million) as a result of the final
approval of increases of councillors as pronounced by the MEC of provincial

department;

= The provision for debt impairment (R154.9 million);
. Decrease in depreciation (R52.8 million);
. Increase in repairs and maintenance (R16.2 million);
" Finance charges decreased (R5 million);

. Reduction in bulk purchases (R436.7 million);

. Increase in contracted services (R121.2 million);
. Increase in grants and subsidies (R141.6 million); and
. Increase in other expenditure (R350.7 million).

Adjustments Budget - Financial Position

The table below reflects the summary of the proposed financial position;

Approved Adjusted
Adjusted financial position Budget Adjustment Budget
2012/13 2012/13
R million R million R million
Total current assets 9 807 1840 11 646
Total non current assets 45 507 (157) 45 350
Total current liabilities 8 251 1057 9 307
Total non current liabilities 18 448 (1 583) 16 865
Community wealth/Equity 28 615 2 209 30 824
The projected current ratio is 1:1.25.
Adjustments Budget — Cash Flow
The table below reflects the summary of the proposed cash flow;
Approved Adjusted
Adjusted cash flow Budget Adjustment Budget
2012/13 2012/13
R million R million R million
Net cash from (used) operating 5978 (96) 5 882
Net cash from (used) investing (3979 (195) (4 174)
Net cash from (used) financing (182) 53 (129)
Cash/cash equivalents at the year end 2943 810 3 753

The projected cash of the City is projected to be R3.8 billion at the end of this financial year.

Additional budget request during the adjustment budget process
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Additional budget of R1.3 billion was requested by the various core departments and
municipal entities. Due to budgetary constraints not all of the requests could be
accommodated in the adjustment budget. However, some of the requests/activities will be
considered in the 2013/14 budgeting process.

The adjustment budget also cater for the movements of funds made during the course of the
financial year (July 2012 — December 2012) and the appropriation of grant funding from
other spheres that were not appropriated in the approved budget.

Details of the adjustment budget (before the additional recommended adjustments) per
department and municipal entity are explained below:

CORE ADMINISTRATION
Economic Development
Revenue

The total revenue for Economic Development increased by R2.6 million as a result of the
following:

. Grant funding amounting to R2 million was received from the EPWP for Tourism
Learnership Programme and receipt of a further R600 thousand rolled over from
the 2010/11 financial year is expected from GDED.

Expenditure
The total expenditure decreased by R1.6 million mainly on the following item categories:

. Employee related costs decreased by R949 thousand due to the transfer of R1.5
million to Social Development and an increase of R628 thousand for employees
transferred from the Metro Trading Company.

. Repairs and maintenance is reduced by R4.1 million and the amount reallocated
to other expenditure.

. Contracted services increased by R2.1 million as a result of the reallocation of
R1.5 million, and a receipt of a R600 thousand grant from the GDED.

" Grants and subsidies paid decreased by R8.5 million due to the reallocation of
R7.1 million toward other expenditure and the reprioritization of R1.3 million of
the EPWP grant to other expenditure.



1.City of Johannesburd Gouncil 2013-02-28
COJ : MAYORAL COMMITTEE 2013-02-19

FINANCE

. Other expenditure increased by R13 million with the reallocation of funds from
repairs and maintenance, grants and subsidies paid and other expenditure to the
Tourism Learnership Programme.

. Loss on disposal of property plant and equipment increases by R18 thousand.

It is recommended that the department must reduce its expenditure further by R6.5 million.
Environment and Infrastructure and Services

Revenue

The total revenue decreased by R4 million as a result of the following:

" Operating grants and subsidies decreased by R4.8 million as a result of reduced
EPWP grant funding. The department also received R700 thousand for Bruma
Lake clean-up project.

" Other revenue increased by R760 thousand as a result of additional R560
thousand Bontle Ke Botho (BKB) prize money to be transferred by Gauteng
Department of Agriculture and Rural Development as well as the roll-over of
R200 thousand.

Expenditure
The total expenditure decreased by R2.8 million mainly on the following item categories:

. Contracted services increased by R2.6 million as a result of the additional grant
received for Bontle Ke Botho prize money, preparation of C40 conference (R1.2
million) and Bruma Lake clean-up project.

. Other expenditure decreased by R5.5 million due to the reduced EPWP grant
funding for training on ECO Guides.

Environment and Infrastructure Service department requested additional R3.5 million for
projected expenditure on salaries (R2 million), disputes of contracts that has been settled
(R1 million) and overseas travel (R500 thousand).

It is recommended that Environment and Infrastructure Service department must manage its
expenditure closely to ensure that it does not overspend its adjusted budget allocation and
filling of vacancies should be subject to availability of budget.
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Transportation Department
Revenue

Total revenue for the Transportation department increased by R10 million as a result of the
following:

. Other revenue increased by R10 million as more fare revenue will be collected in
this financial year than was anticipated.

Expenditure
The total expenditure increased by R10 million due to the following:

. Employee related costs increased by R30 million. The projections as at
December 2012 indicate that the salary budget will be over-spent by R30 million
at year-end mainly due to the station management costs. The station
management costs were being paid from contracted services and the budget is
reallocated to employee costs as the function has been absorbed into the Rea
Vaya project office.

" Interest paid on external borrowings increases by R2 thousand due to finance
leases.

" Contracted services reduced by R33 million and the amount is reallocated to
employee costs (station management), interest paid, grants and subsidies paid
and other expenditure.

. Grants and subsidies paid increased by R17 thousand for payment to non-
governmental organisations.

. Other expenditure increases by R12.9 million reallocated from the contracted
services line item category.

It is recommended that the department must reduce its expenditure further by R26.1 million.
Community Development
Revenue
The total revenue increased by R29.4 million as a result of the following:
. Operating grants and subsidies increased by R29.2 million as a result of national
government grant received from National Treasury for the AFCON Cup R25.5
million and R3.7 million being additional operating grant from Dale Carnegie

Foundation.
. Other revenue increased by R155 thousand being insurance recoveries.
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Expenditure
The total expenditure increased by R98.7 million mainly on the following item categories:

. Employee related costs decreased by R300 thousand being re-allocation of
funds.

. Repairs and maintenance increased by R5 million being re-allocation of funds.

. Debt impairment was reduced to zero from R2.6 million — funds not required.

. Finance charges increased by R35 thousand due to late payments that resulted
in higher interest being charged.

o Contracted services increased by R3.6 million mainly due to re-allocation of
budget to fund additional cleaning services required.

° Grants and subsidies paid — external increased by R960 thousand due to budget
re-allocation of R960 thousand for other sponsorships.

. Other expenditure increased by R92 million mainly due to the transfer of the
Department’s allocation of the security budget R43.6 million from JPMD, R9
million for naming rights payable to Stadium Management, additional allocation
from City of Johannesburg for AFCON Cup R20 million and the additional
subsidy from National Treasury for the AFCON Cup R25.5 million. R5 million
was re-allocation to repairs and maintenance.

It is recommended that the department must reduce its expenditure further by R2.1 million.

The following additional budget requests were not accommodated due to financial
constraints:

Repairs and maintenance R6 million.

Expenditure shortfall for ORT Games R2 million.

R9 million for naming rights payable to Stadium Management.
Silverton Three Monument R1.5 million.

It is recommended that the department must manage its expenditure closely to ensure that it
does not overspend its adjusted budget allocation.

Health
Revenue
The total revenue increased by R8.4 million as a result of the following:

" Fines increased by R40 thousand to cater for the revenue received.
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. Operating grants and subsidies increased by R8.3 million as a result of the
additional roll-over allocation from the Gauteng Health and Social Development
Department for the HIV and AIDS project.

. Other revenue increased by R45 thousand from insurance proceeds received.

Expenditure
The total expenditure increased by R16.1 million mainly on the following item categories:

. Employee related costs increased by R11 million as a result of savings identified
on general expenses to set off the anticipated over expenditure.

. Repairs and maintenance decreased by R157 thousand and is reallocated to
general expenses for software licenses and gas supply.

" Contracted services increased by R526 thousand to cater for the contractual
employment of 7 nurses for the duration of the Polio measles campaign and to
cover for the increased fleet costs and contract cleaning costs.

" Grants and subsidies paid increased by R63 thousand as a result of the subsidy
payable to Wits Cardio Gym for running the facility on behalf of the department.

. Other expenditure increased by R4.7 million as a result of additional roll-over
grant received for HIV and Aids programme and the additional R284 thousand to
run the Polio measles campaign.

It is recommended that Health department must manage its expenditure closely to ensure
that it does not overspend its adjusted budget allocation.

Social Development

Revenue

The total revenue remained the same as there were no adjustments.

Expenditure

The total expenditure increased by R18.5 million mainly on the following item categories:

. Employee related costs increased by R7 million as a result of savings identified
on general expenses to set off the anticipated over expenditure (R1.6 million),
transfer of staff for Targeted Beneficiaries Unit from Economic Development
(R1.5 million) as well as transfer of Youth Advisory unit from Office of the
Executive Mayor (R3.8 million).

" Repairs and maintenance increased by R2.2 million reallocated from Community
Development department for partitioning new offices, painting, installing carpets
and service points for telephones at the Metro Center to house Social
Development staff.
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. Contracted services increased by R2 million due to the development of youth
policy R1.2 million and savings of identified on general expenses R838 thousand
to cover the increased contract specialist costs.

" Grants and subsidies paid increased by R2 million due to savings identified on
general expenses to accommodate the Job Pathways programme.

" Other expenditure increased by R5.2 million due to decentralization of the JIMPD
guarding of property budget.

Social Development requested additional R2 million for the newly appointed Executive
Director and his secretary; due to financial constraints the request could not be
accommodated.

It is recommended that the department must manage its expenditure closely to ensure that it
does not overspend its adjusted budget allocation.

Office of the Executive Mayor
Revenue
The total revenue decreased by R2 million on the following item category:

. Operating grants and subsidies decreased by R2 million for Expanded Public
Works Programme and transferred to Economic Development department.

. Other revenue increased by R23 thousand as a result of insurance claims
payments for computer replacements.

Expenditure
The total expenditure reduced by R15.8 million on the following item categories:

. Employee related costs decreased by R7.9 million for the transfer of Youth
Advisory Unit to Social Development Department as well as transfer to Tourism
Company to off-set the expenditure that has already incurred whilst awaiting the
legal process of winding down the company.

. Repairs and maintenance reduced by R386 thousand and transferred to
contracted services for contractors cellphone and computer software licenses.

" Contracted services increased by R15.6 million for payment of insurance
brokerage fees (R12.6 million) and R3 million on contracted services to cater for
hosting the 2013 Metropolis conference.

" Other expenditure decreased by R23.1 million mainly to cover for the payment of
insurance brokerage fees under contracted services, transfer of R6.9 million to
Tourism Company to off-set the expenditure that has already incurred as well at
transfer of budget to Social Development department.

It is recommended that the department must reduce its expenditure further by R5.8 million.

The Office of the Executive Mayor requested additional R50.5 million; due to financial
constraints the following requests could not be accommodated:

" R2 million for payment of mayoral events.

" R1.6 million is requested by Urban Management to cover the high level
appointments of new positions, rental for Traduna office space and parking as
well as cleaning, repairs and maintenance to buildings.
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= R46.9 million is requested by Group Marketing and Communication to cater for:

- R1.4 million in employee related costs for new appointment of staff in the
third quarter.

- R3.2 million under contracted services for renewal of consultant services.

- R42.3 million in other expenditure to Step-up the GDS 2040 campaigns
and new events.

It is recommended that the department must manage its expenditure closely to ensure that it
does not overspend its adjusted budget allocation.

Office of the Speaker
Expenditure

The total expenditure remained the same however R12.7 million was transferred between
the following item categories:

. Employee related costs are increases by R8.3 million to accommodate stipends
forward committee members.

" Remuneration of Councillors decreases by R12.7 as a result of the final
approval of increases of councillors as pronounced by the MEC of provincial
department.

" Other expenditure increases by R4.4 million for capacitation of full time
Chairpersons, Chief Whip and Speaker's special projects.

Group Finance
Revenue
The total revenue decreased by R370.3 million as a result of the following:
. Property rates reduced by R100 million as a result of correction of the property
categories after the data clean up.

. Service charges refuse reduced by R10.9 million in relation to the correction of
correction of item classification.
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Service charges other reduced by R33.1 million, (R19 million) was relocated to
service charges refuse removal to correct the item classification and the other
R14.1 million was due to the correction on service charges for business.

Other revenue decreased by R56.5 million mainly as a result of the City not
being able to recover attorney collection fees from its customers.

Internal transfers: Interest on loans reduced by R53.3 million mainly caused by
the correction of item classification on Pikitup for Landfills and positive bank
balances on Joburg Market and JRA.

Internal charges: MEs decreased by R116.3 million as a result of the reduction of
revenue services charges to Johannesburg Water in terms of the Service Level
Agreement with the City.

Expenditure

The total expenditure increased by R46.9 million mainly on the following item categories:

Employee related costs decreased by R39 million as result of vacancies being
frozen due to the re-structuring process.

Debt impairment reduced by R225.1 million mainly due to the reduction in
revenue and in line with the December 2012 payment level report.
Depreciation increased by R4 thousand to offset the shortfall of the new assets
purchased.

Repairs and maintenance decreases by R43 thousand which are identified
savings to offset the shortfall on other expenditure items.

Interest paid: External borrowings decreased by R5.3 million as the department
will not be doing short term borrowing due to improved financial situation of the
City.

Contracted services increased by R121.2 million mainly the transfer of the
security budget from JMPD R14.6 million, R22 million for the supplementary
valuation roll, R41.6 million for 1% level SAP support, R40 million for revenue
step change and the re-allocation from other expenditure of R3 million.

Other expenditure increased by R121 million mainly for pre-termination legal
costs R17.4 million (the pre-termination costs are fully recovered and shown as
other revenue), attorney collection fees (ATTCOL) R90 million and the
reallocation of R9.3 million for provision for pensioner’'s medical aid contributions.
Contributions to/from provisions increased by R9.3 million and reallocated to
other expenditure for pensioner’s medical aid contributions.

Internal recoveries increased by R82.2 million mainly as a result of additional
subsidy paid to Pikitup, Johannesburg Roads Agency and Metrobus.

It is recommended that the department must reduce its expenditure further by R2.2 million.
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The following additional budget requests totaling R463 million were not accommodated due
to financial constraints:

. Contracted services total request R126.9 million being the extension of revenue
step change contract R100.4 million, integrated supplier database roll out
throughout the City R5.5 million, remaining payment of the supplementary
valuation project R12 million and the shortfall on payment of BCX consultants
R9 million.

= Other expenditure R336.1 million being:

- An additional R10.6 million on employee related costs to cover a shortfall
on Supply Chain Management and Rates and Taxes departments.

- R4 million additional requests for Audit Fees based on the last payment of
audit fees and the submitted invoices for December and January.

- Legal expense R19 million

- Attorney collection fees (ATTCOL) R233 million, only R90 million was
allocated leaving a shortfall of R143 million.

- Rental R2.5 million (shortfall for Arbour Square offices, Juta St.)

- Deceased estates charges R157 million (extra income to be realized
estimated at R25 million).

It is recommended that additional requests must be sourced out of internal savings or
improved revenue. Finance department must manage its expenditure closely to ensure that
it does not overspend its adjusted budget allocation because it will constitute unauthorised
expenditure.

Group Corporate and Shared Services

Revenue

The total revenue decreased by R113 million as a result of the following:

. Revenue from rental of facilities and equipment decreased by R118 thousand
due to Facilities Management being transferred to Joburg Property Company.

° Revenue from internal recoveries decreased by R112.9 million due to Facilities
Management being transferred to Joburg Property Company.

Expenditure

The total expenditure decreased by R88.3 million mainly on the following item
categories:



1.City of Johannesburfy. Council 2013-02-28

COJ : MAYORAL COMMITTEE 2013-02-19

FINANCE

Employee related costs decreased by R26 million. This is due to a decrease in
employee costs by R45.8 million as result of facility management transferred to
Joburg Property Company and an increase of R19.8 million as a result of Fleet
Africa staff taken over by the City of Johannesburg.

. The following decreased due to Facilities Management being transferred to
Joburg Property Company:

- Contracted services R4.9 million

- Depreciation and impairment by R7.3 million.
- Repairs and maintenance by R3.3 million.

- Other expenditure by R38.4 million.

- Internal charges (core/ ME’s) by R8.2 million.

It is recommended that the department must reduce its expenditure further by R5.7 million.

The department requested additional R21.7 million for staff vacancies for ICT, and R15
million for the smart cities programme; due to financial constraints the request could not be
accommodated.

Housing

Revenue

The total revenue for Housing increased by R143 million as a result of the following:

Operating grants and subsidies received from the Gauteng Department of Local
Government and Housing (GDOLGH) to cater for top structures amounts R85.7
million, and the department further expects an additional subsidy of R57 million
from GDOLGH.

Other revenue increased by R286 thousand from insurance recoveries.

Expenditure

The total expenditure increased by R164.3 million mainly on the following item categories:

Contracted services increased by R4 million to cater for the subdivision of semi-
detached or row houses into separate stands with unique stand numbers and the
payment of conveyances for the registration and transfer of title deeds to the
beneficiaries on the 96/97 housing waiting list through the

sectional title scheme. The transfer of title deeds will mitigate the risk on the
projected over expenditure on the utility accounts as the new owners will be
responsible to pay the water and light accounts in the future.



1.City of Johannesburfy. O®uncil 2013-02-28
COJ : MAYORAL COMMITTEE 2013-02-19

FINANCE

. Grants and subsidies paid increased by R142.7 million in line with the grant
income received from the Gauteng Department of Local Government and
Housing in respect of the housing top structure.

= Other expenditure increased by R17.6 million due to the transfer of the funds
allocated for the guarding of municipal property from the Johannesburg
Metropolitan Police Department.

The Housing department requested an additional R27 million for utility accounts; due to
financial constraints the request could not be accommodated. It is recommended that the
department investigate the high consumption and billing errors on the utility accounts in
order to manage the expenditure within existing budget allocation.

Development Planning
Revenue
The total revenue increased by R 1.2 million as a result of the following:

° Urban Settlements Development Grant (USDG) allocation increased by R500
thousand for urban design projects.
. Expanded Public Works Programme (EPWP) increased by R724 thousand for
the hostel maintenance programme.
Expenditure

The total expenditure decreased by R1 million mainly on the following item categories:

o Employee related costs decreased by R2.4 million due to eight finance staff
members redeployed within the office of the City Manager as part of the Urban
Management transfer.

° Repairs and maintenance increased by R874 thousand mainly due to an
increase in EPWP funding for the hostel maintenance programme.

. Contracted services increased by R100 thousand as a result of additional USDG
funding R500 thousand offset by re-allocation of funds of R400 thousand.

° Other expenditure increased by R362 thousand mainly as result of the re-
allocation of funds from contracted services.

It is recommended that the department must reduce its expenditure further by R4 million.
Public Safety

Emergency Management Services Department

Revenue

The total revenue for EMS increases by R116 thousand as a result of the following:
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. Other revenue increases by R116 thousand due to insurance recoveries.

Expenditure
The total expenditure increased by R1.9 million due to the following:

. Other expenditure increases by R1.9 million due to the transfer of the Guarding
of municipal properties budget allocation from JMPD.

It is recommended that the department must reduce its expenditure further by R5 million.

The Emergency Management Services requested an additional R19.5 million which could
not be accommodated due to financial constraints. The increase related to a R2.5 million for
the filling of advanced medical care and training vacancies and R16.9 million for the
payment of fleet until June 2013.

Johannesburg Metropolitan Police Department
Revenue
The total revenue for JMPD increases by R32.8 million as a result of the following:

. Fines increased by R20 million. More traffic fines will be sent out through
registered post thereby increasing the number of fines paid.

. Agency fees increased by R10 million due to the Gauteng Provincial
Administration increase in licence fees from the 1st September 2012.

. Other revenue increased by R2.7 million (including a R918 thousand
reallocation) due to the anticipated increase in the number of events where
JMPD services are required.

Expenditure
The total expenditure decreased by R71.9 million mainly on the following item categories:

. Employee related costs increased by R26 million. The 2012/13 salary increase
was under budgeted by 1.5% due to the agreement between the City and
employee unions. Gratuities were not sufficiently budgeted for and
new allowances such as the Public Holiday Allowance paid to Municipal Police
Officers were not budgeted for.

" Repairs and maintenance decreased by R5 million as work required at the cash
sites is of a capital nature.

. Contracted services decreased by R22.6 million mainly on fleet. IMPD
purchased its fleet from AVIS from the 1st November 2012. A saving will be
realized on the new speed contract from January 2013.
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. Other expenditure decreased by R57.8 million due to the R98.8 million
transferred to other departments for guarding of municipal property in November
2012.

It is recommended that the department must reduce its expenditure further by R3.9 million.
Municipal Entities Accounts

Revenue

The total revenue increased by R56.2 million and it is mainly as a result of the following:

o Rental of facilities increased by R62.5 million and it is mainly due to the transfer
of budget from MTC to the JPC portfolio account (R20.8 million), servitudes
recovered from external parties (R34.5 million) and additional rental from
completed lease contract (R5 million).

o Other revenue increase by R2.1 million due to interest on outstanding debt.

o Agency services were reduced by R8.3 million to correct the budget as no
commission is earned on the portfolio account.

Expenditure
The total expenditure decreased by R14.7 million mainly on the following item categories:

o Debt impairment increase by R768 thousand to provide for the MTC contracts
taken over relating to informal traders.

° Repairs and maintenance increased by R11 million to cater for the repair and
maintenance of facilities transferred from MTC (R1.07 million) and FMMU (R9.99
million).

° Contracted services increased by R39.2 million that was transferred from MTC to
the portfolio account.

o Other expenditure reduced by R56.2 million mainly to mitigate the reduction in
interest on loans of municipal entities.

It is recommended that the expenditure will reduce by a further amount of by R9.9 million.

An additional amount of R100 million is required on the utility

accounts on the CoJ property portfolio account; due to financial constraints the amount could
not be allocated.
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MUNICIPAL ENTITIES

City Power

Revenue

The total revenue decreased by R26 million mainly on the following item categories:

Service charges decreased by R251.6 million due to the approved NERSA tariff
of 25.1% against the budgeted 27.7%. The other reduction is caused by a
reduction of 2% in sales volumes.

Interest earned on outstanding debtors increased by R7.7 million due to the poor
collection levels experienced from the beginning of the financial year.

Other revenue increased by R219.9 mmillion, mainly as a result of the Eskom
agreement to purchase electricity from City Power.

Interest income has decreased by R2.1 million as a result of a lower bank
balance.

Expenditure

The total expenditure increased by R47.6 million mainly on the following item categories:

Employee related costs reduced by R1.1 million as a result of transfer of one
staff member to Pikitup.

Debt impairment increased by R282.8 million.

Depreciation reduced by R80.2 million due to the extended useful lives of the
assets.

Bulk purchases reduced by R390.5 million in line with the reduction in units sold.
Contracted expenditure increased by R56.5 million due to increase in security
costs, commission and meter reading costs.

Other expenditure increased by R180 million to cover for the installation of solar
water geysers that was budgeted for under capital instead of operating.

The reduction on debt impairment is reinstated by an amount of R270 million. Itis
recommended that City Power must align its expenditure within the adjusted budget
allocation and should make a concerted effort to manage expenditure and service delivery
pressures within the adjusted budget allocations to avoid any overspending that will
constitute unauthorized expenditure.



1.City of Johannesburfy.@ouncil 2013-02-28
COJ : MAYORAL COMMITTEE 2013-02-19

FINANCE

Johannesburg Water
Revenue
The total revenue increased by R80 million as a result of the following:

. Other revenue increased by R80 million as a result of increased developers
contributions for new service connections.

Expenditure
The total expenditure decreased by R36.3 million mainly on the following item categories:
. Employee related costs increased by R19 million to cover for the shortfall

between the generally approved SALGA salary increase and the City’s approved
5.3% allocated budget.

= Debt impairment increased by R61 million in line with revenue collection
forecasts.

. Internal charges (ME’s/Core) decreased by R116.3 million as a result of the
reduction of revenue services fees in terms of the Service Level Agreement with
the City.

The attainment of surplus is at risk, should the collection levels not improve. Johannesburg
Water indicated that should they reduce their expenditure further, it will have a negative
impact on the service delivery and they will have to compromise basic services to their
consumers.

Johannesburg Water must monitor its expenditure in line with revenue as overspending will
constitute unauthorised expenditure and it will have an impact on the City’s financial position.

Pikitup
Revenue

The total revenue increased by R58.6 million mainly on the following item categories:

" Refuse service charges decreased by R1.3 million due to a decrease in
commercial income which was affected by poor vehicle availability.
. Budget movements within revenue resulted in a transfer of R2.5 million from

other revenue to Interest earned.
" Operating grants and subsidy increased by R60 million to cover mainly for the
SALGA minimum wage agreement.
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Expenditure
The total expenditure increased by R58.6 million mainly on the following item categories:

. Employee related costs increased by R65.1 million to accommodate the major
increase in the SALGA minimum wage, transfer of one staff member from City
Power to Pikitup and the reallocation from other expenditure for the absorbed
contract workers.

. Depreciation increased by R18 million to offset the shortfall emanating from the
purchase of assets.

. Repairs and maintenance decreased by R2.4 million to offset the reduction in
revenue.

" Other expenditure increased by R32.6 million mainly as a result of a transfer
between internal charges and general expenditure for Landfill Rehabilitation
costs. There was also a budget reallocation to employee related cost for the
absorbed contract workers.

. Interest on Mirror Conduit loans decreased by R54.6 million due to Landfill
Rehabilitation costs moved to general expenses.

Pikitup submitted additional budget request amounting to approximately R200 million for
SALGA minimum wage agreement, overtime costs, increased fleet costs, purchasing of bin
liners, legal fees for the suspension of staff and also rolling out the separation at source
program. Due to financial constraints the amount could not be accommodated. An amount
of R60 million is allocated towards the projected over expenditure.

It is recommended that Pikitup must align its expenditure within the adjusted budget
allocation to avoid any overspending that will constitute unauthorized expenditure.

Johannesburg Roads Agency
Revenue

The total revenue for Johannesburg Roads Agency increased by R49.4 million as a result of
the following:

. Other revenue has increased by R39.4 million. It is estimated that JRA will be
accounting for additional income on reinstatements, jobbings, Gautrans
maintenance, outdoor advertising, Asphalt Plant sales and insurance.

. Operating grants and subsidy increased by R10 million to cover mainly for the
SALGA minimum wage agreement.

Expenditure

The total expenditure increased by R49.4 million mainly on the following item categories:
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. Employee costs has increased by R29.8 million to cover actuarial costs for
gratuities and medical aid, salary increases above the budgeted average
increase of 5.3%, and the increased medical aid contributions.

. Depreciation increases by R6.4 million in order to cover the actual cost for the
2012/13 financial year in line with the assets to be capitalised.

. Repairs and maintenance has been reduced by R3.1 million and the amount
reallocated to other expenditure for road maintenance.

. Other expenditure has increased by R14.9 million. The increased amount is to
cover materials that are higher than anticipated for patching and resurfacing of
roads.

. Interest on mirror conduit loans increased by R1.2 million to provide for the
interest on the overdraft bank account.

The Johannesburg Roads Agency requested an additional R11.4 million in subsidy. The
request could not be addressed due to budget constraints.

It is recommended that the Johannesburg Roads Agency must align its expenditure within
the current budget allocation to avoid any overspending that will constitute unauthorized
expenditure.

Metrobus
Revenue

The total revenue for Metrobus increased by R13 million. Operating grants and subsidy
increased by R13 million towards the projected over expenditure on fuel cost.

Expenditure
The total expenditure increased by R13 million mainly on the following categories:

° Employee related cost reduced by R2.5 million and the amount was allocated to
repairs and maintenance for the repair of buses decommissioned due to
breakdowns.

° Other expenditure increased by R13 million towards the projected over
expenditure on the cost of fuel.

Metrobus requests an additional R9.5 million increase in subsidy to mainly cater for the
increase in diesel costs.

It is recommended that Metrobus closely monitor expenditure to maintain the current level of
service within the allocated budget. It is also recommended that Metrobus explore the
possibility of increasing own revenue.
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Johannesburg City Parks and Zoo
Revenue
The total revenue decreased by R58.9 million as a result of the following:

" Service charges decreased by R51.9 million as a result of a decrease in external
services, number of visitors at the Zoo and cemetery fees.

. Rental of facilities and equipment decreased by R391 thousand due to a
decrease in booking of facilities for events.

. Operating grants and subsidies decreased by R7.7 million as a result of the
reduction in EPWP projects.

. Other revenue increased by R2 million as a result of estimated actuarial gain on
employee benefit investments.

. Interest income on sweeping account decreased by R925 thousand as a result of
a decrease in interest rates in the current year.
" Internal recoveries ME’s increased by 75 thousand due to increased services

required by other Entities.
Expenditure
The total expenditure decreased by R58.9 million mainly on the following item categories:

. Employee related costs decreased by R1.1 million as a result of reduction of
EPWP salaries due to low revenue income.

. Depreciation and asset impairment increased by R3.8 million to bring it in line
with the December 2012 trend.

. Repairs and maintenance decreased by R2 million and reallocated to other items
to offset the over expenditure.

. Bulk purchases decreased by R46.1 million due to low level of orders received

for grass-cutting and tree pruning from external services clients.

. Other expenditure decreased by R14.3 million as a result the reduction in EPWP
projects and the reduction in electricity charges due to overestimation caused by
previous incorrect billing.

. Contribution to/from provisions increased by R200 thousand to provide for
operational capital.

It is recommended that the municipal entity must reduce its expenditure further by R4.9
million.

The Entity has requested operating grants and subsidies to be increased by R2.2 million to
transport animals for the temple of ancient enclosure as well as the increased food costs for
animal feeds. Due to financial constraints the request could not be accommodated.
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It is recommended that the Entity must align its expenditure within the current budget
allocation to avoid any overspending that will constitute unauthorized expenditure.

Johannesburg Development Agency
Revenue
The total revenue decreased by R4.3 million as a result of the following:

. Revenue from agency services decreased by R6.2 million due to the fact that
capital projects decreased which in turn affected the management fees earned
on the project. This resulted in decrease revenue from agency services.

. Other revenue increased by R50 thousand due to an increase in the amount of
tender income received. In the current year, JDA had an extremely high number
of tender applicants, which increased the tender fee income.

° Interest income increased by R1.8 million. The increase in the interest income is
due to a favourable bank balance that is held by the JDA. Timeous collection of
capex claims and holding of BRT land funds have led to a higher than
anticipated bank balance and therefore, a higher interest is earned on this
balance.

Expenditure
The total expenditure decreased by R4.3 million mainly on the following item categories:

° Employee related costs increased by R343 thousand.

° Depreciation and impairment decreased by R178 thousand due to assets that
were donated in the 2011/12 financial year and was included in the original
depreciation forecast. An annual review of assets is performed and any assets
that are not used by the entity are donated.

. Repairs and maintenance decreased by R177 thousand due to some repairs
rescheduled to the following year.

° Contracted services increased by R21 thousand due to an increase in the
security contract that was recently awarded on November 2012.

. Other expenditure decreased by R4.3 million as the organization needs to find
savings to counter the decrease in revenue.

. Loss on disposal of PPE decreased by R48 thousand being identified savings.

. Interest expense increased by R50 thousand being estimated bank interest
charges.

The Entity is requesting an increase in subsidy of R4.1 million due to the reduced
management fees. It is also utilizing the additional interest income of R1.8 million to
subsidize the business.

It is recommended that JDA aligns its expenditure within the current budget allocation.
Johannesburg Property Company

Revenue

The total revenue for Johannesburg Property Company (JPC) increased by R213.9 million
as a result of the following:



1.City of Johannesburfy.2®uncil 2013-02-28

COJ : MAYORAL COMMITTEE 2013-02-19

FINANCE

Rental of facilities and equipment increases by R118 thousand due to facilities
transferred from FMMU.

Interest earned on outstanding debtors increased by R1.9 million due to interest
received from a long term debtor.

Agency services increased by R40.3 million due to commission received from
the Diepkloof project and commission payable by JPC portfolio relating to rental
income.

Operating grants increase by R1.7 million due to the Expanded Public Works
Programme incentive grant.

Other revenue increased by R5.6 million as a result of increases in facilitation
fees for completed projects.

Internal recoveries increased by R112.9 million due to the integration of the
FMMU into JPC.

Operating grants increased by R40 million due to the integration of the Metro
Trading Company (MTC) into JPC.

Expenditure

The total expenditure increased by R213 million mainly on the following item categories:

Employee related costs increased by R80.8 million due to the transfer of
employees from the MTC (R17.6 million) and the FMMU (R45.8 million) in line
with the institutional review. The JPC employee costs increased by R14.2 million
to cater for salaries previously recovered from capital expenditure. The salaries
cannot be recovered from capital expenditure as the Development Unit function
was transferred to the Johannesburg Development Agency, whilst the
employees were retained at the JPC.

Debt impairment increased by R1.8 million due to the integration of MTC into
JPC.

Depreciation and asset impairment increased by R8.7 million as a result of the
integration of the FMMU and MTC into JPC.

Repairs and maintenance increased by R13.9 million due to the transfer of MTC
and FMMU to JPC.

Interest Paid: external Borrowings increased by R200 thousand due to finance
leases.

Contracted services increased by R7.8 million due to the transfer of MTC and the
FMMU to JPC.

Operating grants increase by R1.7 million due to the Expanded Public Works
Programme incentive grant.

Other expenditure increased by R90.7 million mainly due to due to the transfer of
MTC and FMMU to JPC and additional rent or R11 million allocated for the
Traduna Building.

It is recommended that the municipal entity must reduce its expenditure further by R6.6

million.

Joburg Market

Revenue

The total revenue for Joburg Market increased by R10.7 million as a result of the following:
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Rental of facilities an equipment decreased by R9.8 million due to an error on
electricity recovery percentage in the previous budget.

Agency services increases by R19.6 million due to an increased turnover as a
result of higher than anticipated prices for the produce. The year-to-date October
2012 performance as well as the future projection indicates a reasonable
increase in revenue for 2012/13.

Other revenue increased by R889 thousand due to a positive projection in
turnover for the financial year.

Expenditure

The total expenditure increased by R4 million mainly as a result of the following item

categories:

Employee related cost increased by R3.4 million due to the filling of key
vacancies to drive the increased maintenance and capital project requirements.
Depreciation and asset impairment decreased by R1.1 million in line with
projections.

Repairs and maintenance increased by R3 million.

Contracted services decreased by R2.5 million. Significant savings were
identified within the cleaning environment, leading to a reduction in the required
expenditure in the current year.

Grants and subsidies paid increased by R2.6 million due to the Expanded Public
Works Program incentive grant initiative.

Other expenditure decreased by R1.2 million due to savings identified on various
general expenditure items.

It is recommended that the municipal entity must reduce its expenditure further by R3 million.
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JOSHCO
Revenue
The total revenue for Joshco increases by R4.5 million as a result of the following:

. Rental of facilities and equipment increases by R28 thousand due to the
recoveries on utility charges as part of the rental agreement.

. Interest earned on external investments is reduced by R197 thousand and
transferred to Interest income from sweeping account.

. Agency services increase by R1 million as a result of the increase in revenue
from the development of new residential properties.

. Other revenue increases by R1.1 million due to the billing for tender applications.

. Interest income increases by R2.4 million due to a positive bank balance

. Rental of facilities and equipment is reduced by R71 thousands and transferred
to internal transfers.

Expenditure
The total expenditure increased by R2.5 million on the following item categories:
° Debt impairment decreased by R1.7 million due to the Eldorado projects handed
over to CoJ.

. Depreciation and asset impairment reduced by R24 thousand in line with
projections.

. Repairs and maintenance increased by R50 thousand to provide for elevator
maintenance.
. Interest paid on external borrowings increased by R25 thousand to provide for

the interest on the DBSA loan.
. Contracted services increases by R587 thousand to be paid to consultants for
the testing of compliance to Generally Recognized Accounting Policy (GRAP).
. Other expenditure increased by R3.5 million to cater for utility charges.

It is recommended that the municipal entity must reduce its expenditure further by R1.3
million.

Joburg City Theatres
Joburg, Roodepoort and Soweto Theatres

The Entities have made no adjustments to the budget.
Metro Trading Company

The budget of the Metro Trading Company (MTC) is transferred to the Johannesburg
Property Company.
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Johannesburg Tourism Company
Revenue

The 2012/13 revenue for JTC increases by R49 thousand and expenditure is increased by
R14.5 million to allow for the winding down of the company.

The subsidies to the ME’s were adjusted by R70.3 million and are as follows:

Approved Adjusted
Vote Budget Adjustment Budget

2012/13 2012/13

R 000 R 000 R 000

Pikitup 1088 779 60 000 1148 779
Johannesburg Roads Agency 485 047 10 000 495 047
Metrobus 306 450 13 000 319 450
Johannesburg City Parks 487 574 -4 946 482 628
Johannesburg Zoo 45 775 - 45 775
Johannesburg Development Agency 24 308 - 24 308
Johannesburg Property Company 5 066 44 482 49 548
Metro Trading Company 51 894 -51 894 -
Johannesburg Tourism company - - -
Johannesburg Social and Housing Company 18 169 -1 269 16 900
Johannesburg Civic Theatre 26 724 - 26 724
Roodepoort City Theatre 10 134 - 10 134
Soweto Theatre 10 000 - 10 000
Total subsidies to ME's 2 559 920 - 2 629 293

Risk and Mitigation
Potential Risk

. Under performance on revenue.

. Possible over expenditure in Pikitup, JRA, Metrobus and CoJ property portfolio

account.

. Gauteng Province is lagging behind on transferring the subsidy to the City of

Johannesburg.

Mitigation action

" Departments and Entities must introduce efficiency measures within the existing
budget to absorb any possible shortfalls.

] City Power, Pikitup, JRA and Metrobus should make a concerted effort to
manage expenditure within existing budget allocations/surpluses.
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4 POLICY IMPLICATION
None.
5 LEGAL AND CONSTITUTIONAL IMPLICATIONS

In terms of Section 28 of the Municipal Finance Management Act 56 of 2003, a municipality
may revise an approved budget through an adjustment budget for tabling at Council.

6 FINANCIAL IMPLICATIONS

Approved Adj- Adjusted
Consolidated Operating Budget Budget ments Budget
(including internal transfers) R 000 R 000 R 000
Total Revenue 37 836 582 49 763 37 886 345
Total Expenditure 36 316 279 29 851 36 346 130
Capital Grants and Contributions 2 924 925 (56 674) 2868 251
Taxation 460 745 (14 676) 446 069
Surplus (Deficit) for the year 3984 483 (22 086) 3962 397

7 COMMUNICATION IMPLICATIONS
In terms of Section 24 of the Municipal Finance Management Act, immediately after the
approval of the budget, the accounting officer must inter alia, submit the adjustment budget

to National Treasury and Provincial Treasury. The adjustment budget will be placed on the
City’s website after the approval.

8 OTHER DEPARTMENTS CONSULTED
Legal Department, All Core administration departments and Municipal Entities.
9 KEY PERFORMANCE INDICATOR

Management of the budget process in compliance with the Municipal Finance Management
Act Chapter 4.

IT IS RECOMMENDED

1. That the Adjustment Operating Revenue and Expenditure for Core
Administration and Municipal Entities as set out in Annexure A, B, C and D be
approved.

2. That the supporting information contained in the 2012/13 Adjusted Revenue
and Expenditure Budget document as required in terms of Section 17(3) of the
Municipal Finance Management Act (Act 56 of 2003) be considered in
conjunction

with this report.

3. That the risks highlighted in the body of the report be noted and mitigated.

4. That efficiency measures to manage expenditure within the final adjusted
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budget allocations be continued by all Departments and Entities.

5. That the R142.7 million additional top-structure funding (provincial
funding) as reflected in the budget of Housing be allocated subject to the City
receiving the actual payment.

(FINANCE)

(Hendrik Porter)

(Tel. (011) 358-3144)
(mr)
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