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OPERATING ADJUSTMENT BUDGET
FOR THE 2023/24 FINANCIAL YEAR

1.  STRATEGIC THRUST
Good Governance
Financial Sustainability

2. OBJECTIVE

To obtain approval for the Adjustment Operating Budget for the 2023/24 financial year
pursuant to the directive issued by MEC for Finance following a request in terms of
S63(1) of the Municipal Budget and Reporting Regulations.

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:

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

b) 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;

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

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

e) May correct any errors in the annual budget; and

f) 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 2024.
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MID TERM ASSESSMENT

Section 72 of MFMA also stipulates 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.

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

Operating revenue and expenditure assessment (31 December 2023)

The actual year-to-date revenue is under budget by 0.01% (R2.3 million), the actual
operating expenditure is over budget by 1% (R319.3 million). The net result is an
operating deficit of R563.7 million against a year-to-date (YTD) budgeted deficit of
R242.2 million before capital transfers and taxation.
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Table 1: Consolidated Financial Performance - 31 December 2023

Budget Year 2023/24

Description Original Monthly YearTD YearTD YTD YTD Full Year
Budget actual actual budget variance | variance | Forecast
R thousands %
Exchange Revenue
Service charges - Electricity 23 097 508 1599 132 9623769 | 11694493 | (2070724) -18% 23 097 508
Service charges - Water 9 486 608 845 407 5034 732 4 743 305 291 427 6% 9 486 608
Service charges - Waste Water Management 6 893 182 585 883 3499 563 3 446 592 52 971 2% 6 893 182
Service charges - Waste management 2571163 241749 1451 202 1284 431 166 771 13% 2571163
Sale of Goods and Rendering of Services 870 667 41 969 393 415 432 685 (39271 9% 870 667
Agency services 386 492 32 641 183 935 193 248 (9313)] -5% 386 492
Interest earned from Receivables 332 416 54 687 294 043 166 206 127 837 7% 332 416
Interest from Current and Non Current Assets 174 350 56 350 105 848 85 362 20 486 24% 174 350
Rental from Fixed Assets 535 867 22 460 150 783 267 941 (117 157)|  -44% 535 867
Licence and permits - 36 1282 - 1282 -
Operational Revenue 1046 832 420 164 790 585 523 411 267 174 51% 1 046 832
Non-Exchange Revenue
Property rates 16 372 765 1409 662 8 447 976 8 186 382 261 594 3% 16 372 765
Surcharges and Taxes 302 905 25078 149 638 151 454 (1816)] -1% 302 905
Fines, penalties and forfeits 951 574 3346 164 844 475782 (310 938)| -65% 951 574
Licence and permits 10 870 127 1271 5430 (4159)| -77% 10 870
Transfers and subsidies - Operational 8 281 453 2485412 5841 924 4179 784 1662 140 40% 8 281 453
Interest 116 245 21968 125 092 58 122 66 970 | 115% 116 245
Fuel Levy 3838724 639 788 1610 168 1919 364 (309 196)| -16% 3838724
Operational Revenue 118 335 - - 59 168 (59 168)| -100% 118 335
Gains on disposal of Assets 5914 96 3745 2958 787 21% 5914
Other Gains - (145) (13) - (13) -
Total Revenue (excluding capital transfers and 75 393 870 8485811 | 37873802 | 37876117 (2 315) -0% 75 393 870

contributions)

Expenditure By Type

Employ ee related costs 19 007 361 1482327 | 10043 806 9483 249 560 557 6% 19 007 361
Remuneration of councillors 184 542 15110 88 125 92 274 (4 149) -4% 184 542
Bulk purchases - electricity 16 403 226 1031 595 8 954 748 9738 026 (783 278)| -8% 16 403 226
Inventory consumed 6 358 943 523 187 3539 250 3179121 360 129 1% 6 358 943
Debt impairment 7 983 550 941 659 4139 247 3994 550 144 697 4% 7 983 550
Depreciation and amortisation 4784 336 335 388 2127 889 2390 243 (262 355)| -11% 4784 336
Interest 2171098 474 344 1325409 1085 554 239 855 22% 2171098
Contracted services 7575012 1002 063 3 453 522 3743 528 (290 006)| -8% 7575012
Transfers and subsidies 138 835 17 704 17 980 74 266 (56 286)| -76% 138 835
Irrecov erable debts written off - (12 714) 79 686 - 79 686 -
Operational costs 6772 269 525 759 3245 428 3377 293 (131 866)| -4% 6772 269
Losses on Disposal of Assets 302 113 19 809 150 19659 | 13106% 302
Other Losses 1920 044 234 243 1402 627 960 021 442 606 46% 1920 044
Total Expenditure 73 299 518 6570 778 | 38 437 526 | 38 118 276 319 249 1% 73 299 518
Surplus/(Deficit) 2094 352 1915033 (563 724) (242 159) (321 565)| 133% 2094 352
Transfers and subsidies - capital 3208 307 131 693 918 464 1553 633 (635169)| -41% 3208 307
Transfers and subsidies - capital (in-kind) - - - - - -
Surplus/(Deficit) after capital transfers & 5302 659 2 046 726 354 740 1311 474 5 302 659
contributions
Income Tax 80 168 40 086 - 80 168

Surplus/ (Deficit) for the year 5222 491 2 046 726 354 740 1271 388 5222 491
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NATIONAL TREASURY MID YEAR VISIT

On the 5™ of February 2024, the City of Johannesburg had the annual mid-year visit
with National Treasury, who concluded that the City’s Financial Health pillar was
assessed to be on a decline based on the following observations amongst others:

o While the city's maintained a positive cash balance in the past two years
and achieving relatively moderate collection rates, there remain areas of
concern that impacted the city's financial sustainability.

o The operating deficit of R3 billion, the cash/cost coverage of 22 days and
deteriorating current ratio of 0.83 in 2022/23 evidently shows that the city
has liquidity pressures.

o Although the city’s cash and cash equivalents increased from R3.8 billion in
2021/22 to R4.17 billion in 2022/23, this cash is inadequate to settle creditors
of R16.7 billion.

o Net debtors have increased from R8.2 billion in 2021/22 to R9.3 billion in
2022/ 23. In turn, creditors have increased significantly from R12.4 billion to
R16.7 billion. Given that the City has more outstanding payments than the
debtors, this is a sign of liquidity issues.

o Although the city has a favourable debt to revenue ratio, suggesting that
there is sufficient revenue to service debts, there is inadequate cash to
cover these debts.

o The city had no significant variance on operating revenue in 2022/23 except
electricity, fines and rental of facilities, which underperformed more than 15
per cent while agency services over performed by 133 per cent.

o The city has spent 93 per cent of its total capital budget for 2022/23 and 28
per cent against the 2nd quarter of 2023/24, which indicate a slower start to
the implementation of projects.

As a result of this assessment National Treasury had made the following
recommendations (amongst others) to turnaround the observations:

o Improves the revenue value chain, revenue collection rate and liquidity
position to ensure financial sustainability;

o Adopts a funded adjustments budget before or on 28 February 2024;

o Maintains and controls spending within its income levels. This include
reducing the operational expenditure to ensure that the spending is kept
within the budget limits.

National Treasury also recommended that they would:

o Assess the city’s 2023/24 adjustments budgets before it is presented in
Council; and

. Withholds the equitable share and conditional grants if the city’s 2023/24
adjustments budget is unfunded.
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In putting together the Adjustment budget for consideration by Council, the
administration took all of National Treasury’s recommendations and subjected the
adjustment budget to assessment by National Treasury. On 21 February, National
Treasury confirmed that they had assessed the adjustment budget as funded,
indicating that the City had adequately responded to concerns raised during the mid-
year visit, which would avert possible loss of grant funding on an unfunded position.

RESUBMISSION OF ADJUSTMENT BUDGET TO COUNCIL

Following the consideration of the adjustment budget by Council on 29 February
where the resolutions were not carried to approve the adjustment budget, leaving the
City in an impossible situation regarding the recommendations from National
Treasury. It is therefore on this basis that a request was made to consider deviating
from the provisions of the Municipal Finance Management Act no: 56 of 2003 (MFMA)
and the Municipal Budget and Reporting Regulations (MBRR), by requesting
permission to be given another opportunity to present the adjustment budget for
another vote. On 29 February, the City of Johannesburg applied for an extension to
the MEC for Finance in terms of S27(3) of the Municipal Finance Management Act no:
56 of 2003 read with S63(1) of the Municipal Budget and Reporting Regulations.

On 4™ March 2024, the MEC granted approval “to adopt the final 2023/24 adjustment
budget by latest 13 March 2024”. It is on this basis that this report is tabled to Council
for consideration.

OPERATING ADJUSTMENT BUDGET FOR 2023/24

Assumptions on the adjustment budget:

Revenue

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

. Additional grant funding (both revenue and expenditure) was allocated;

Expenditure
o Budget reallocations up to the end of December 2023 have been taken into
account;
o Reallocation between revenue and expenditure categories were allowed

where bottom line is not affected;

o Expenditure was adjusted downwards in line with mid-year performance to
mitigate the projected reduction in revenue;
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o Salaries are adjusted in line with the mid-year performance assessment;
o Salary reallocations to other expenditure categories were allowed where

over expenditure was reflected in the mid-year performance assessment;

o Salaries transfers between departments/MEs were allowed due to staff
transfers;

. Depreciation is allowed in line with the mid-year financial assessment;

o Other expenditure categories were adjusted in line with the mid-year
performance assessment;

. Debt impairment was allowed in line with the mid-year performance
assessment;
o Internal charges adjustment between departments were allowed (bottom

line is not affected); and

o 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

On 14 June 2023, the Council approved operating revenue of approximately R75.4
billion and operating expenditure of approximately R73.3 billion (excluding internal
transfers and taxation) for the 2023/24 financial year.

In the 2023/24 Adjustment Budget the revenue budget decreases by R4.2 billion and
the expenditure budget decreases by R3.2 billion (excluding internal transfers). The
net effect of the adjustments resulted in a surplus (before capital transfers and

taxation) of R1.1 billion compared to the approved budgeted surplus of R2.1 billion.
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Adjustments Budget - Financial Performance

The table below reflects the high-level summary of the proposed adjustment budget.

Approved Adjust- Adjusted
Budget ments Budget
2023/24 2023/24
R 000 R 000 R 000
Revenue 75393870 (4 188 217) 71 205 653
Internal Revenue 10461671 (75 324) 10 386 348
85 855 542 (4263 541) 81592 001
Expenditure 73299518 (3216 900) 70 082 618
Internal Expenditure 10461671 (75 324) 10 386 348
83761189 (3292 223) 80 468 966
| Defici f ital
Surp ys (. eficit) before capital grants and 2094 352 (971 318) 1123035
contributions
Capital Grants and contributions 3208 307 184 131 3392438
Surpl_us (DefICIt) after capital grants and 5302 659 (787 187) 4515473
contributions
Taxation 80 168 (11 191) 68 977
Surplus (Deﬂut)_afte_r taxation and capital 5922 491 (775 996) 4 446 496
grants and contributions
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The table below reflects the summary of adjustments made to the revenue budget.

Description Current Year 2023/24
R thousand Approved A-:ch,ttlaslt- Adjusted
Budget Budget
ments
R 000 R 000 R 000
EXCHANGE REVENUE

Service charges - Elecfricity 23 097 508 (3 941 875) 19 155 633

Service charges - Water 9 486 608 499 788 9 986 396

Service charges - Waste Water Management 6 893 182 364 6 893 546

Service charges - Waste Management 2571 163 347 770 2918 933

Sale of Goods and Rendering of Services 870 667 (275 105) 595 562

Agency services 386 492 (15 000) 371 492

Interest earned from Receiv ables 332 416 154 412 486 829

Interest earned from Current and Non Current Assets 174 350 11 226 185 576

Rental from Fixed Assets 535 867 52 343 588 210

Operational Revenue 1 046 832 (159 886) 886 946

NON-EXCHANGE REVENUE

Property rates 16 372 765 16 372 765

Surcharges and Taxes 302 905 302 905

Fines, penalties and forfeits 951 574 (790 318) 161 256

Licences or permits 10 870 (7 437) 3433

Transfer and subsidies - Operational 8 281 453 52 991 8 334 444

Interest 116 245 116 245

Fuel Levy 3838724 3838724

Operational Revenue 118 335 (118 335)

Gains on disposal of Assets 5914 844 6 758
TOTAL DIRECT REVENUE excl. capital grants/contr. 75 393 870 (4 188 217) 71 205 653
Total Internal Transfers 10 461 671 (75 324) 10 386 348
TOTAL REVENUE excl. capital grants/contributions. 85 855 542 (4 263 541) 81 592 001

The adjustment on the revenue is mainly as a result of the following:

Exchange Revenue

o Service charges - electricity revenue decrease by R3.9 billion as a result of a
decrease in units sold due to the impact of persistent load shedding and a
10% reduction in customer base due to customers moving to alternative
energy and the load shedding benchmark based on the 280 days (2022/23
financial year). The total losses increased by 6.56% from 23% to 29.56% for
the financial year. The average price remains the same at R2.89 per kWh.

o Service charges - water revenue increase by R499.8 million due to
increased consumption (in line with mid-year performance).
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o Service charges - sanitation revenue increase by R364 thousand due to a
mSCOA realignment of the item category.
o Service charges - refuse revenue increase by R347.8 million as a result of

domestic RCR which increased in line with the property valuation roll
implemented in July 2023.

o Sale of goods and rendering of services decrease by R275.1 million and it
relates to —

- Transport Department, sale of goods and rendering of services
decreased by R199.5 million due to the delay in the operationalization
of Rea Vaya Phase 1C(a). It is anticipated that this phase will be
implemented by the third quarter of the 2023/24 financial year;

- Community Development, sales of goods and rendering of services
reduced by R2.3 million in line with the mid-term review performance.

- Group Finance, sale of goods and rendering of services decreased by
R9.4 million in accordance with mid-year performance due to a
slowing housing market, which results in fewer clearances being
handled;

- Public Safety: EMS, sales of goods and rendering of services
decreased by R9.4 million as a result of the Denver pound which has
been repurposed for use by the Department of Human Settlements to
house displaced people from the fire incidents that have happened
recently in the inner City. The expected revenues will not be achieved;

- City Power, sale of goods and rendering of services decreased by
R483 thousand in line with mid-year performance;

- Johannesburg Water, sale of goods and rendering of services
increased by R18.2 million in line with mid-year performance;

- Pikitup, sale of goods and rendering of services decreased by R8
thousand due to the mSCOA realignment of the item category
allocation;

- Johannesburg Roads Agency, sales of goods and rendering of
services decreased by R5.2 million in line with the mid-year
performance;

- Metrobus, sale of goods and rendering of services increased by R24.1
million due to the recently introduced EYE online system on buses
and the appointment of twenty-four inspectors to track the location of
the buses and to monitor driver behavior on the routes;

- Johannesburg City Parks and Zoo, sale of goods and rendering of
services decreased by R4.1 million in line with mid-year performance;

- Johannesburg Development Agency, sales of goods and rendering of
services decreased by R15.1 million emanating from capital budget
reduction in line with mid-year review performance that affect
projects implemented by the JDA;
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- Johannesburg Property Company, sale of goods and rendering of
services decreased by R38.2 million. Budget for facilitation fee will not
be achieved during this period due to the 12 development proposals
at awaiting EAC approval. Budget reduced in line with the mid-year
review performance;

- Metropolitan Trading Company, sale of goods and rendering of
services decreased by R7.3 million in accordance with the mid-year
performance;

- JOSHCO, sale of goods and rendering of services increased by R1
million. Budget increase in line with the recoveries of Water and
Electricity performance against budget is higher than anticipated due
to introduction of the vending system; and

- Joburg City Theatres, sales of goods and rendering of services
decreased by R27.4 million emanating from a reduction in hospitality
and catering line items.

o Agency services decrease by R15 million and it relates to -

- Public Safety: HO, agency services decreased by R15 million because
of the devolution of the licensing of motor vehicles to other operators,
like Post Office, banks, and supermarkets’ money markets.

) Interest earned from receivables increase by R154.4 million and it relates
to-

- Development Planning, interest decreased by R300 thousand
attributable to down payments agreements resulting in less interest
levied,

- City Power, interest earned from receivables increased by R36 million
in line with mid-year performance;

- Johannesburg Water, interest earned from receivables increased by
R104.7 million in line with mid-year performance.

- Pikitup, interest earned from receivables increased by R14 million in
line with mid-year performance;

. Interest earned from current and non-current assets increases by R11.2
million and it relates to —

- Johannesburg City Parks and Zoo, interest earned from current and
non-current assets decreased by R1.3 million in line with mid-year
performance;

- Joburg Market, interest earned from current and non-current assets
increased by R12.3 million due to the high interest rate and expected
increase in the cash and cash equivalents; and
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- Joburg Tourism, interest earned from current and non-current assets
increased by R216 thousands as a result of the interest generated
from the shareholder loans.

o Rental from fixed assets increases by R52.3 million and it relates to -

- Human Settlements, the budget increased by R9.2 million, in line with
the mid-year review performance;

- Municipal Entities Accounts, rental of facilities and equipment
increased by R176.2 million. Commission expected to be received
from Outdoor adverting, therefore JPC currently finalising new
contracts with the service providers;

- Johannesburg City Parks and Zoo, rental from fixed assets increased
by R1.3 million in line with mid-year performance;

- Metropolitan Trading Company, rental from fixed assets decreased by
R39.8 million in accordance with the mid-year performance;

- Joburg Market, rental from fixed assets decreased by R24 million due
to a dilapidated infrastructure and increased claims on spoilt produce
due to dilapidated cold rooms; and

- JOSHCO, rental from fixed assets decreased by R70.7 million as the
budget was approved without considering the downwards changes
made on rental tariffs approved by Council;

o Operational revenue decreases by R159.9 million and it relates to —

- Environment and Infrastructure and Services, operational revenue
increased by R12.5 million mainly due to the following:

- R4.4 million as a result of outstanding concession fees received
from Kelvin Power Station;

- R8.6 million due to reclassification of the item category
allocation from licenses or permits (non-exchange revenue) to
operational revenue (exchange revenue). The expected revenue
is from the Energy Joburg Project for conversion of waste to
electricity; and

- R450 thousand reduction due to reclassification of the item
category allocation from operational revenue (exchange
revenue) to transfer and subsidies - operational (non-exchange
revenue).

- Transport Department, operational revenue decreased by R74.6
million due to the delay in the implementation of the Johannesburg
International Transport Interchange (JITI). JITI will only be
operationalized in the 2024/25 budget year;

- Community Development, operational revenue decreased by R124
thousand due to a reallocation processed;

- Group Finance, operational revenue decreased by R135.5 million in
accordance with mid-year performance;
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- Development Planning, operational revenue reduced by R800
thousand due to development applications received are less than
budgeted for;

- Public Safety: EMS, operational revenue increased by R20 thousand
due to a R10 thousand reallocation to costing - internal revenue and
an increase of R20 thousand in anticipated revenue;

- Pikitup, operational revenue increased by R8 thousand due to the
mSCOA realignment of the item category allocation;

- Johannesburg Roads Agency, operational revenue decreased by
R10.4 million in line with the mid-year performance;

- Johannesburg City Parks and Zoo, operational revenue increased by
R12.7 million as a result of bad debts recovered;

- Joburg Market, operational revenue increased by R36.1 million as a
result of the proliferation in demand for fresh produce in the market
contributing to improved turnover.

Non-Exchange Revenue

o Fines, penalties and forfeits decrease by R790.3 million and it relates to -

- Public Safety: JMPD, the budget is reduced by R790.3 million due to the
under-performance of fines revenue due to the challenges faced in the
delivery of traffic fines through the South African Post Office after it was
put under business rescue.

) Licenses or permits decrease by R7.4 million and it relates to —

- Environment and Infrastructure and Services, licenses or permits
decreased by R8.7 million mainly due to the following:
- R8.6 million due to reclassification of the item category
allocation; and
- R145 thousand in line with mid-year performance.
- Health, licenses or permits decreased by R1.3 million in line with mid-
year performance.

) Transfer and subsidies - operational increase by R53 million and it relates
to -

- Economic Development, transfer and subsidies — operational reduced
by R40 million due to the R20 million reduction in the Presidential
Employment Programme (PEP) grant by the National Treasury,
transfer of R7.1 million and R12.1 million of the PEP grant to Social
Development and CRUM respectively, and the R781 thousand
reduction in the Expanded Public Works Programme (EPWP) grant in
line with the Division of Revenue Amendment Act;
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- Environment and Infrastructure and Services, transfer and subsidies —
operational increased by R450 thousand due to reclassification of the
item category allocation. The expected revenue is from The South
African National Biodiversity Institute for the Groen Sebenza
internship;

- Transport Department, transfers and subsidies - operational increased
by R90.4 million. Budget increased by the R262.9 million rollover of
the PTNG from National Treasury, R90 million was reduced in line
with the Division of Revenue Amendment Bill dated the 24th of
October 2023, and a further reduction of R82.5 million transferred to
capex;

- Community Development, transfer and subsidies operational
reduction of R6 million. The reduction is in line with the mid-term
review performance.

- Social Development, transfer and subsidies — operational increased by
R7.1 million as a result of the PEP grant allocation (Public
Employment Programme) from DED;

- City Manager, transfers and subsidies received decreased by R20
million in line with recommendations from National Treasury and
further added by R12.1 million which was transferred from Economic
Development department to support the implementation of the River
Warriors Project, the Alexandra Block by Block Cleaning and
Beautification project (Sisonke Block by Block Project);

- Group Corporate and Shared Services, transfer and subsidies
operational is reduced by R431 thousand attributable to the reduction
in Infrastructure skills development grant;

- Development Planning, transfer and subsidies operational is
increased by R2.3 million due to the SLA (December 2023) between
Development Planning and Johannesburg Development Agency had
been signed that would allow for the marketing and communication,
knowledge management and stakeholder engagement project to
commence.

- Public Safety: HO, transfer and subsidies — operational increased by
R2.2 million due to the Opex portion of the disaster management
grant increase; and

- Johannesburg City Parks and Zoo, transfer and subsidies —
operational increased by R4.9 million due to expected revenue of R4.7
million from The South African National Biodiversity Institute for the
Groen Sebenza internship and R207 thousand from SAASTA for
environmental education.

o Operational revenue decreases by R118.3 million and it relates to —

- Johannesburg Water, the budget decreased by R118.3 million due to the
reclassification of the item to exchange revenue.
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o Gains on disposal of assets increase by R844 thousand and it relates to —

- Municipal Entities Accounts, gains on disposal decreased by R5
million, no disposal of assets in the past three years; and

- Johannesburg City Parks and Zoo, gains on disposal of assets
increased by R5.8 million due to proceeds from auction of assets.

. Internal transfers decrease by R75.3 million on both revenue and
expenditure however the bottom-line of the City is not affected.

The table below reflects the summary of adjustments made to the expenditure budget.

Description Current Year 2023/24
R thousand Approved A.:j)ttja:t- Adjusted
Budget Budget
ments
R 000 R 000 R 000
EXPENDITURE
Employ ee related costs 19 007 361 55724 19 063 085
Remuneration of councillors 184 542 (1 900) 182 642
Bulk purchases - electricity 16 403 226 (2 763 370) 13 639 856
Inventory consumed 6 358 943 (371 372) 5987 571
Debt impairment 7983 550 (771 045) 7212 505
Depreciation and amortisation 4 784 336 82 910 4 867 246
Interest 2171098 225702 2 396 800
Contracted services 7575012 (167 498) 7 407 514
Transfers and subsidies 138 835 (54 411) 84 424
Operational costs 6 772 269 (157 653) 6 614 616
Losses on disposal of Assets 302 6 545 6 847
Other Losses 1920 044 699 468 2619512
TOTAL DIRECT EXPENDITURE 73299 518 (3 216 900) 70 082 618
Total Internal Transfers 10 461 671 (75 324) 10 386 348
TOTAL EXPENDITURE 83 761 189 (3 292 223) 80 468 966

It is recommended that departments and entities manage their expenditure within the
adjusted budget allocation to ensure that they do not overspend their adjusted budget
allocation.
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The adjustment on the expenditure resulted from the following;

Employee related cost increases by R55.7 million, and it mainly relates to —

Economic Development, employee related cost increased by R3.9

million as result of R2.8 million adjustment for locomotion allowance

and R1.1 million in line with the Politically Facilitated (PFA) salary

increases;

Environment and Infrastructure and Services, employee related costs

increased by R2.2 million mainly as a result of the following:

- R1.7 million transfer from Group Corporate and Shared Services
for locomotive allowances;

- R967 thousand to cater for the Political Facilitated Agreement
(PFA); and

- R500 thousand transfer to operational costs to cater for
contractors cell phones costs.

Transport Department, employee related cost increased by R6.9

million. An amount of R1.5 million was allocated for locomotion

allowance and R5.5 million was allocated in terms of the Politically

Facilitated Agreement (PFA);

Community Development, employee related costs increased by R14.2

million from R617 million to R631 million being reallocation for

Locomotion agreement;

Health Services, employee related costs increased by R31.6 million

due to a transfer of R4.9 million from Group Corporate and Shared

Services for locomotive allowances and additional R26.7 million to

cater for the Political Facilitated Agreement (PFA);

Social Development, employee related costs increased by R13.2

million mainly as a result of the following:

- R3.2 million transfer from Group Corporate and Shared Services
for locomotive allowances;

- R4 million to cater for the Political Facilitated Agreement (PFA);
and

- R6 million PEP grant allocation (Public Employment Programme)
to cater for the salaries of EPWP workers.

Group Forensic Investigation Services, employee related costs

increased by R4.6 million. The movement of R3.8 million was

transferred from Group Corporate Shared Services for the phase 2

Loco Allowance implementation and further increased by R792 million

for the implementation of Political Facilitated Agreement (PFA);

Ombudsman, employee related cost decreased by R1 thousand. The

movement of R619 thousand was transferred from Group Corporate

Shared Services for the phase 2 Loco Allowance implementation and

it was further reduced by R620 thousand in accordance with mid-year

performance;
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- City Manager, employee related costs increased by R94 million. The
movement of R15.3 million was transferred from Group Corporate
Shared Services for the phase 2 Loco Allowance implementation and
further increased by R18.7 million for the implementation of Political
Facilitated Agreement (PFA) and the R60 million was intended to close
a shortfall in Group Citizen Relations and Urban Management;

- Speaker: Legislative Arm of Council, employee related cost increased
by R5.8 million. The movement of R3.7 million was transferred from
Group Corporate Shared Services for the phase 2 Loco Allowance
implementation and further increased by R2.1 million for the
implementation of Political Facilitated Agreement (PFA);

- Group Information and Communication Technology (GICT), employee
related cost increased by R2 million from R87 million to R89 million
due to Locomotion allowances received from Group Corporate and
Shared Services department;

- Group Finance, employee related costs increased by R30.4 million.
The movement of R11.3 million was transferred from Group
Corporate Shared Services for the phase 2 Loco Allowance
implementation and further increased by R19.1 million for the
implementation of Political Facilitated Agreement (PFA);

- Group Corporate and Shared Services, employee related costs
decrease by R483.4 million due to reallocation for locomotion
allowance of R71 million transferred to the various departments in the
city and a R412 million in line with the mid-term review performance;

- Human Settlements, employee related cost increased by R7.3 million.
An amount of R3.5 million was allocated to locomotive allowance and
a R3.8 million allocated in line with the mid-year performance;

- Development Planning, reduction of R2.3 million under the salary
budget. The reduction will have a negative impact on the
department’s performance. Salary funding was for the appointment of
staff for newly opened facilities which took longer than anticipated
due to various human resources processes (organizational structure
for new facilities; job descriptions; grading of posts and recruitment
delays for warm bodies exiting the city);

- Public Safety: HO, employee related costs increase by R7.9 million
with R5.4 million reallocated from the security hybrid solution and
R7.9 million which was allocated in line with the Politically Facilitated
Agreement (PFA);

- Public Safety: EMS, employee related cost decreased by R4.2 million
due to a R22.2 million reallocation to the security hybrid solution and
a R18 million increase in terms of the Politically Facilitated Agreement
(PFA);

- Public Safety: JMPD, employee related cost Budget increased by
R67.8 million due to a decrease of R22.5 million reallocated to the
security hybrid solution and a R90.3 million increase in terms of the
Politically Facilitated Agreement (PFA);
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- City Power, employee related costs increased by R53.7 million to cater
for the recent filling of critical vacancies (Senior Managers) and
absorption of GITs and interns;

- Johannesburg Water, employee related costs increased by R34.5
million to cater for the Political Facilitated Agreement (PFA);

- Pikitup, employee related costs increased by R57.3 million to cater for
the Political Facilitated Agreement (PFA);

- Johannesburg Roads Agency, employee related cost increased by
R20.1 million due to the implementation of the Political Facilitated
Agreement (FPA) by the entity;

- Metrobus, employee related costs increased by R7.7 million in line
with the mid-year performance; and

- Johannesburg Development Agency, employee related costs
increased by R6 million. The increase mainly relates to employee
related cost to fill the vacant funded position that enables the entity to
function optimally.

- Johannesburg Property Company, employee related cost increased by
R17.7 million in line with the Politically Facilitated Agreement to
adjust the salaries of employees who are earning below the minimum
salary scale;

- Metropolitan Trading Company, employee related costs increased by
R459 thousand for the implementation of Political Facilitated
Agreement (PFA;

- Joburg Market, employee related costs increased by R10.4 million due
to the implementation of the Political Facilitated Agreement (FPA) by
the entity to cater for the EPWP initiatives;

- JOSHCO, employee related costs increased by R25.2 million due to
the R5.4 million PFA linked increase and the R19.8 million Presidential
Employment Programme grant transferred from DED;

- Joburg City Theatres, employee costs increased by R2.5 million due to
the appointment of casuals for the growing and well performing
department of hospitality and catering department as well as
insourcing of security and cleaners.

- Joburg Tourism, employee related cost increased by R18 million due
to the National Treasury Public Employment Programme (PEP) grant
allocation for the implementation of the EPWP programme;

) Remuneration of councillors decrease by R1.9 million in accordance with
mid-year performance.

) Bulk purchases - electricity decrease by R2.8 billion due to the reduction in
unit purchases from 10GWh to 9,6 GWh which is mainly as a result of the
impact of load shedding. Furthermore, the business continues with the
mock billing program which is aimed at ensuring efficiencies and
eliminating billing inaccuracies on bulk purchases.
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o Inventory consumed decreases by R371.4 million and it relates to —

- Economic Development, inventory consumed reduced by R128
thousand reallocated to contracted services;

- Environment and Infrastructure and Services, inventory consumed
decreased by R62 thousand due to a transfer to operational costs to
cater for fleet lease charges;

- Health Services, inventory consumed increased by R9.9 million due to
a transfer of R9.7 million from contracted services and operational
costs for the provision of hygiene sanitary dignity pads and additional
R254 thousand to cater for stores and materials;

- Social Development, inventory consumed decreased by R940
thousand in line with mid-year performance;

- Ombudsman, inventory consumed decreased by R100 thousand. The
R100 thousand is due to movements of funds between line categories
to operational costs;

- City Manager, inventory consumed decreased by R713 thousand. The
R139 thousand is due to movements of funds between line categories
to operational costs and R574 thousand was reduced in accordance
with mid-year performance;

- Group Finance, inventory consumed decreased by R604 thousand.
The increase of R496 thousand was transferred between line
categories in line with budget management policy from operational
costs to cover a shortfall on stationery and printing and further
reduced by R1.1 million in accordance with mid-year performance;

- Group Corporate and Shared Services, inventory consumed reduced
by R29 thousand due to mid-year term performance;

- Development Planning, the budget increased by R14 thousand due to
the procurement of cleaning material that will be utilized at facilities
within the department;

- Public Safety: EMS, inventory consumed decreased by R200 thousand
reallocation to operational costs;

- Municipal Entities Accounts, inventory consumed decreased by R4
million due to over-provision of budget for rendering the cleaning
service to the department;

- Johannesburg Water, inventory consumed decreased by R395.7
million mainly as a result of the following:

- R699.5 million transfer to other losses in order to align the
budget to the historical bulk water split between losses and
inventory consumed;

- R3.8 million transfer from operational costs to reprioritise
expenditure to critical items as well as to fund shortfalls on basic
services; and

- R300 million to cater for an increase in consumption in informal
settlements and deemed areas (estimated annual consumption
level increase of 30 million kl from 604 million kl to 634 million



1.19
City of Johannesburg Council 2024-02-29 2024-03-08
COJ : MAYORAL COMMITTEE 2024-02-22

GROUP FINANCE

kl). This is as a result of an increase in basic services due to lack
of investment in water demand management initiatives resulting
in increased levels of non-revenue water.

- Pikitup, inventory consumed increased by R3 million in line with mid-
year performance;

- Metrobus, the budget increased by R32.2 million mainly due to the
recently introduced EYE online system on buses, the appointment of
twenty-four inspectors to track the location of the buses to monitor
driver behaviour on the routes and in line with mid-year performance;

- Johannesburg City Parks and Zoo, inventory consumed decreased by
R1.4 million in line with mid-year performance;

- Joburg City Theatres, inventory consumed reduced by R12.6 million.
This line-item reduction is a combination of the reduction of
hospitality and catering services, and the request for allocation of in-
house productions to stage shows legend tribute to Mbongeni
Ngema, annual tribute to Legend Dr Victor and the remembrance of
Madiba through boxing tournament and the construction of Winnie
Mandela Park; and

- Joburg Tourism, inventory consumed decreased by R80 thousand due
to a budget re-allocated to operational costs for strategic interventions
and IDP initiatives.

o Debt impairment decreases by R771.1 million and it relates to -

- Human Settlements, debt impairment decreased by R8.6 million in
line with mid-year performance;

- Public Safety: EMS, debt impairment decreased by R1.9 million as a
budget provision in line with medium-term performance;

- Public Safety: JMPD, debt impairment decreased by R330 million in
line with the mid-year performance;

- Municipal Entities Accounts, debt impairment decreased by R21.3
million in line with mid-year review performance;

- City Power, debt impairment decreased by R568.5 million as a result
of adjusted collection levels to 94% from the original collection levels
of 92%;

- Pikitup, debt impairment increased by R170 million because based on
the debt impairment in the 2022/23 financial year (R772 million), the
provision for bad debts in the 2023/24 financial year is understated.
The provision for bad debts equates to 20.3% when compared to
billing for commercial, business, and domestic income;

- Johannesburg City Parks and Zoo, debt impairment decreased by R2.9
million in line with mid-year performance; and

- JOSHCO, debt impairment decreased by R7.8 million due to reduced
tariffs, SHRA relief grant and full implementation of revenue policy.
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o Depreciation in total increases by R82.9 million, however there were
adjustments made within the budgets of the various departments and
municipal entities in line with mid-year performance.

o Interest increases by R225.7 million and it relates to -

- Group Finance, interest increased by R227 million in order to service
external loan borrowings. The increase of R2 thousand was
transferred between line categories in line with budget management
policy from operational costs; and

- Johannesburg City Parks and Zoo, interest decreased by R1.3 million
in line with mid-year performance.

) Contracted services decrease by R167.5 million and it relates to —

- Economic Development, contracted services decreased by R2 million
due to the R6 million reduction in line with mid-year performance, and
the R4 million budget increase reallocated from operational cost and
inventory consumed;

- Environment and Infrastructure and services, contracted services
decreased by R1.4 million due to a transfer of R151 thousand to
operational costs for printing and stationery and R1.3 million
reduction in line with mid-year performance;

- Transport Department, contracted service decreased by R282 million.
The delay in the operationalisation of Rea Vaya Phase 1C(a) and the
Phase 1A BOC (Bus Operating Company) operating challenges
resulted in a reduction of the services. Procurement challenges also
resulted in the delay to appoint consultants for Transport planning;

- Community Development, contracted services decreased by R50.3
million being a reduction in line with the mid-term review
performance;

- Health Services, contracted services decreased by R12.4 million due to
a transfer of R78 thousand to inventory consumed and R12.3 million
reduction in line with mid-year performance;

- Social Development, contracted services decreased by R5.7 million in
line with mid-year performance;

- Group Forensic Investigation Services, contracted services increased
by R420 thousand. The R420 thousand is attributable to the transfer of
funds between line categories from operational costs to compensate
for a shortfall in consultancy fees;

- Ombudsman, contracted services decreased by R612 thousand. The
R612 thousand is due to movements of funds between line categories
to operational costs;

- City Manager, contracted services decreased by R47 million. The
movement of R40.1 million was transferred between line categories in
line with budget management policy to operational costs and was
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further reduced by R6.9 million in accordance with mid-year
performance;

- Speaker: Legislative Arm of Council, contracted services decreased by
R1.9 million. The movement of R100 thousand was transferred
between line categories in line with budget management policy from
operational costs to cover a shortfall in respect to travelling and
further reduced by R2 million in accordance with mid-year
performance;

- Group Information and Communication Technology (GICT),
contracted services increased by R100 thousand as a reallocation from
operating costs;

- Group Finance, contracted services increased by R10.2 million. The
increase of R10.2 million was transferred between line categories in
line with budget management policy from operational costs to
address a shortfall in consulting fees;

- Group Corporate and Shared Services, contracted services decrease
by R32.5 million as a re-allocation of R425 thousand to other
expenditure for training purposes and R33 million for funding
returned to the city for institutional review and repairs and
maintenance as the building is currently not occupied;

- Human Settlements, contracted services decreased by R102.3 million
due to the delays in the appointment of panels for repairs and
maintenance for emergency work and maintenance of rental facilities
and R1.2 increase due to a reallocation from operational cost;

- Development Planning, contracted services increased of R7.9 million
is attributable to funding already received from the United Nations,
expenditure is set to commence on component 5 (evidence based
planning) to be conducted by the Johannesburg Development Agency
as per approved December 2023 SLA. Metro Centre upgrade pending
and to be funded by JPC;

- Public Safety: HO, contracted services increased by R3.2 million due
to the allocation of the operational portion of the disaster
management grant R2.2 million and a R1 million reallocation;

- Public Safety: EMS, contracted services decreased by R8 million in
line with mid-year performance;

- Public Safety: JMPD, contracted services increased by R74 million due
to a budget re-allocation within Public Safety to contracted service for
the Security hybrid solution;

- City Power, contracted services decreased by R431 thousand due to
the reduction in the Infrastructure Skills Development grant;

- Johannesburg Water, contracted services increased by R346 million
mainly as a result of the following:

- R11 million due to a transfer from operational costs to
reprioritise expenditure to critical items as well as to fund
shortfalls on basic services; and
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- R335 million as a result of R100 million to cater for a rapid
growth in demand for basic services in informal settlements,
R100 million to cover 5493 backlog orders submitted to JRA for
work to be done on Reinstatements, R35 million to cater for
revenue enhancement projects and R100 million to cater for
cross boundary costs.

- Pikitup, contracted services increased by R10.6 million to cover the
increased costs of Third Party Contractors;

- Johannesburg Roads Agency, contracted services decreased by R47.9
million in line with the mid-year performance;

- Johannesburg City Parks and Zoo, contracted services decreased by
R39.2 in line with mid-year performance;

- Johannesburg Development Agency, contracted services increased by
R4.5 million. The increase in contracted services is to cover contract
commitments on information technology services, security services
and other consulting services;

- Joburg Market, the budget increased by R13 million in line with mid-
year performance;

- Joburg City Theatres, contracted services decreased by R145
thousand. The reduction is in line with the mid-term review
performance; and

- Joburg Tourism, contracted services decreased by R3.6 million in line
with the mid-year performance.

o Transfers and subsidies decrease by R54.4 million and it relates to —

- Economic Development, transfers and subsidies paid decreased by
R70 million as a result of the PEP grant transfers to Joburg Tourism
(R20 million), Joshco (R19.8 million), Social Development (R7.1
million), CRUM (R12.1 million), a R3 million reduction in the
operational expenditure portion of the PEP grant, and a further
reduction in line with the mid-year performance;

- City Manager, transfers and subsidies increased by R12.1 million
which was transferred from Economic Development department to
support the implementation of the River Warriors Project, the
Alexandra Block by Block Cleaning and Beautification project (Sisonke
Block by Block Project); and

- Joburg Market, the budget increased by R3.5 million in line with mid-
year performance.

) Operational costs decrease by R157.7 million and it relates to -

- Economic Development, operational costs decreased by R10 million.
R5 million was reduced in line with the mid-year review and R4.3
million was reallocated to contracted services for the appointment of
contractors for the Special Economy Zone project;
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- Environment and Infrastructure and Services, operational costs
increased by R667 thousand due to a transfer of R713 thousand to
cater for contractors cell phones costs, fleet lease charges and
printing and stationery, and R46 thousand reduction in line with mid-
year performance;

- Transport Department, operational costs increased by R3.1 million
due to a R1.6 million reallocation from contracted services, and an
increase in projected expenditure;

- Community Development, operational costs decreased by R10 million
being savings identified to cover unforeseen expenditure;

- Health Services, operational costs decreased by R33.9 million due to a
transfer of R9.6 million to inventory consumed and R24.3 million
reduction in line with mid-year performance;

- Social Development, operational costs decreased by R9.5 million in
line with mid-year performance;

- Group Forensic Investigation Services, operational costs decreased by
R420 thousand. The movement of R420 thousand was transferred
between line categories to contracted services in accordance with
budget management policy;

- Ombudsman, operational costs increased by R512 thousand. The
movement of R712 thousand was transferred between line categories
in line with budget management policy to centralize funds to other
functional areas of the department and subsequently decreased by
R200 thousand in accordance with the mid-year performance;

- City Manager, operational costs increased by R14.6 million. The
movement of R40.3 million was transferred from other line categories
in line with budget management policy to cover the settlement
between COJ and 83 Capital (Pty) Ltd in respect of Kyalami 9 hour.
The R25.7 million was reduced in accordance with the mid-year
performance;

- Speaker: Legislative Arm of Council, operational costs decreased by
R9.1 million. The movement of R100 thousand was transferred
between line categories in line with budget management policy to
contracted services and further reduced by R9 million in accordance
with mid-year performance;

- Group Information and Communication Technology (GICT),
operational cost decreased by R100 thousand as savings identified to
cover contracted services expenditure;

- Group Finance, operational costs decreased by R19.7 million. The
R10.7 million was transferred between line categories to contracted
services and interest in line with budget management policy. It was
reduced by R8.9 million in accordance with the mid-year performance;

- Group Corporate and Shared Services, operational costs increased by
R670 thousand emanating from the re-allocation of funds of R530
thousand and increase of R1.2 million for Fuel and COID claims;
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- Human Settlements, operational cost decreased by R1.2 million due to
a reallocation to Contracted service to pay legal fees;

- Development Planning, operational costs reduction by R5.6 million in
line with the mid-year review performance;

- Public Safety: HO, operational costs decreased by R15 million in line
with mid-year performance;

- Public Safety: EMS, operational costs increased by R4.5 million due to
a R4.3 additional budget requirement and a R200 thousand
reallocation from inventory consumed;

- Municipal Entities Accounts; operational costs decreased by R31
million in line with the mid-year performance;

- Johannesburg Water, operational costs decreased by R14.8 million
due to a transfer to inventory consumed (R3.8 million) and contracted
services (R11 million);

- Pikitup, operational costs increased by R65.2 million mainly as a result
of the following:

- R20 million to cater for the VAT Audit costs due to an audit
conducted which resulted in significant savings of R400m for the
company from a cashflow perspective;

- R8.4 million for landfill airspace which necessitates certain
depots to dispose of waste on private landfill sites particularly in
the north of the City;

- R22 million for landfill rehabilitation costs which were
understated in the original budget; and

- R14.8 million for fleet lease costs.

- Johannesburg Roads Agency, the budget increased by R776 thousand
in line with the mid-year performance;

- Johannesburg City Parks and Zoo, operational costs decreased by
R9.5 million in line with mid-year performance;

- Johannesburg Development Agency, operational costs increased by
R2.9 million. The increase requested for operational costs is to
address issues of building maintenance, and other key marketing
activities relating to JDA projects;

- Johannesburg Property Company, operational costs decreased by
R77.3 million due to delay in finalising tender for metro centre and
savings on leases;

- Joburg Market, the budget increased by R260 thousand in line with
the mid-year performance;

- JOSHCO, operational costs decreased by R5.1 million; and

- Joburg Tourism , operational costs decreased by R5.9 million as a
result of R3.7 million budget re-allocation from contracted services
and inventory consumed, and the R2 million allocated for the PEP
grant.

o Losses on disposal of assets increase by R6.6 million, Johannesburg City
Parks and Zoo, in line with mid-year performance.
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o Other losses increase by R699.5 million, Johannesburg Water, due to a

transfer from inventory consumed.

) Taxation decreases by R11.2 million mainly due to the following:

- Metropolitan Trading Company, income tax decreased by R10.5
million in line with the reduction of revenue; and

- Joburg Market, the budget decreased by R737 thousand in line with

the mid-year performance.

The subsidies to the MEs were adjusted downwards by R52.9 million and are as

follows:
Approved — Adjusted
Vote Budget ﬁ]déunst; Budget
2023/24 2023/24
R 000 R 000 R 000

Pikitup 1 306 074 -57 208 1 248 866
Johannesburg Roads Agency 1323 633 -13 521 1310 112
Metrobus 599 576 7723 607 299
Johannesburg City Parks and Zoo 1142 236 -84 548 1 057 688
Johannesburg Development Agency 43 041 28 533 71574
Johanneshburg Property Company 671 270 -48 139 623 131
Metropolitan Trading Company 259 136 - 259 136
Johannesburg Social and Housing Company 48 617 62 070 110 687
Joburg City Theatres 183 984 17 198 201 182
Joburg Tourism 69 121 - 69 121
City Power 269 980 - 269 980
Total subsidies to ME's 5916 668 -87 893 5828 776

Risk and Mitigation

Potential Risk

o Under performance on revenue.
Mitigation action
o Departments and entities must introduce efficiency measures within the

4

existing budget to absorb any possible shortfalls.

POLICY IMPLICATION

None.
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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 Adjust- Adjusted
Consolidated Operating Budget Budget Ments Budget
(including internal transfers) R 000 R 000 R 000
Total Revenue 85 855 542 (4 263541) 81592 001
Total Expenditure 83 761 189 (3292 223) 80 468 966
Capital Grants and Contributions 3 208 307 184 131 3392 438
Taxation 80 168 (11 191) 68 977
Surplus (Deficit) for the year 5222 491 (775 996) 4 446 496

7 COMMUNICATION IMPLICATIONS

In terms of Section 24 of the Municipal Finance Management Act, immediately after
the approval of the adjustment 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 2023/24 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.
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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
budget allocations be continued by all Departments and Entities.

(GROUP FINANCE)
(Ms. N April)

(Tel. (011) 358-3290)
(tc)

THE NEXT ITEMS FOLLOWS THE ANNEXURE TO THIS ITEM



