CITY OF EKURHULENI METROPOLITAN MUNICIPALITY
ORDINARY COUNCIL MEETING

2023.05.25

A-F (17-2023)

MEDIUM-TERM REVENUE AND EXPENDITURE FRAMEWORK (MTREF) FOR 2023/24 TO
2025/26 AND THE REVISED 2022/23 TO 2026/27 INTEGRATED DEVELOPMENT PLAN
(IDP)

1. PURPOSE

The purpose of this report is to submit to Council, for approval the Medium-Term Revenue
and Expenditure Framework (MTREF) for the 2023/24 to 2025/26, and the Revised 2022/23-
2026/27 Integrated Development Plan (IDP) to Council for consideration in terms of Section
24 of the Municipal Finance Management Act (MFMA, Act 56 of 2003).

2. STRATEGIC PRIORITY

To promote good governance and financial sustainability of the City.
3. WARDS AFFECTED

All wards.

4. IDP LINKAGE

Good governance.

5. EXECUTIVE SUMMARY

The 2023/24 MTREF and the IDP were tabled to Council on the 30 March 2023 in line with
the schedule of key deadlines that was approved by Council on the 25" August 2022, Item A-
F (49-2022), as required by Section 21(b) of the MFMA.

A number of factors were taken into consideration in the compilation of this MTREF, including
but not limited to:

The Division of Revenue Bill tabled by the national Minister of Finance in February 2023;
Gauteng Province 2023/24 gazetted allocations;

The City of Ekurhuleni Growth and Development Strategy;

The City of Ekurhuleni Long Term Funding Strategy;

Guidelines from National Treasury contained in latest Budget Circulars;

Published tariff increases from NERSA, Rand Water and ERWAT; and

The outcome of the public participation process conducted during April 2023.

The 2023/24 revenue and expenditure figures were arrived at after deliberations between
Finance Department and the Senior Management Team (SMT) as well as the Budget Steering
Committee (BSC). The two outer year figures are based on the outcome of these deliberations
as well application of tariff increases and CPI. These outer year figures are indicative and
may change before the beginning of each year.

The public consultation process on the tabled budget took place between 13" and 24™ of April

2023 at various Customer Care Centres, through inputs on e-mail and CoE App to name a
few. Questions at the CCCs were responded to on site and the e-mail questions were
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answered by e-mail. A total of 202 written questions were recorded. The five key issued that
were raised were as follows:

Tariff increases;

Impact of continued loadshedding and related impact on water provision;
State of roads particularly in townships and informal settlements;
Streetlights; and

Sewer overflows.

Issues that are within the control of the City were brought to the attention of the relevant

department so they can accommodate them in their R&M budgets.

The consolidated 2023/24 MTREF budget (including entities) reflects the following totals:

Budget Year 2022/23 2023/24 Medium Term Revenue Expenditure
Framework
Description Revised Budget Zggfz(:l:la-t % Final Budget - Final Budget - Final Budget -
-2022/23 April 2023 Actual 2023/24 2024/25 2025/26
R R R R R
Total Revenue (excluding
capital transfers and
contributions) 50476427514 | 41251054550 | 82% | 55326542441 | 61130411443 | 67 475835 562
Total Expenditure 50176427514 | 38151422102 76% | 54925439032 | 60709653967 | 67035302484
Surplus/(Deficit) 300 000 000 3099 632 448 401 103 409 420 757 476 440 533 078

The table above shows operating surpluses of R401.1 million, R420.7 million and R440.5
million in 2023/24, 2024/25 and 2025/26, respectively.

The following attachments are provided.

SECTION ONE: INTEGRATED DEVELOPMENT PLANNING

Annexure A Revised Integrated Development Plan (IDP);

SECTION TWO: MEDIUM-TERM REVENUE AND EXPENDITURE FRAMEWORK

Annexure B 2023/24 Budget Book;
Annexure C 2023/24 Capital Budget per ward;

SECTION THREE: SERVICE DELIVERY AND BUDGET IMPLEMENTATION PLAN
Annexure D Departmental Service Delivery and Budget Implementation Plan (SDBIP)
(Measurable Performance Indicators section); To be tabled in June 2023 to the

Executive Mayor. To be approved in June 2023 after approval of the budget
as required by section 53(1)(c)(ii) of the MFMA,;
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SECTION E: POLICIES AND TARIFFS

Annexure E: Reviewed Budget Related Policies and By-Laws;
Annexure F: Long Term Funding Strategy; and
Annexure G: Tariffs.

Purposes of the attachments to this report

6.

6.1.

Departments refined and set targets for their respective departmental plans which are
included in the IDP. The proposals contain results which departments will work towards
achieving and to support the achievement of the programmes contained in the GDS
2055. Annexure A contains the Revised 2022/23-2026/27 IDP.

Annexure B Medium-term Revenue and Expenditure Framework — Complete Budget
Document as per Municipal Budget and Reporting Regulations;

A detailed Capital Budget which makes reference to the ward information is included as
Annexure C. Though this annexure is not required in terms of legislation, it assist in
many ways when the budget is scrutinised during public participation;

Annexure D is required in terms of legislation the Service Delivery and Budget
Implementation Plan (SDBIP) (Measurable Performance Indicators section) of Council
must be reflected in National Treasury MBRR Table SA7;

Reviewed Budget-related Policies and By-Laws are attached in Annexure E;

The City has revised its Long Term Funding Strategy and is included in Annexure F;
and

Annexure G contains the new tariff schedules for the municipal services.

BACKGROUND AND DISCUSSION

LEGISLATIVE REQUIREMENTS

Section 24 of the Municipal Finance Management Act (56 of 2003) [MFMA] dealing with the
approval of the annual budget requires that:

1) The municipality council must at least 30 days before the start of the budget year

consider approval of the annual budget.

2) An annual budget-

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

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

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

i. imposing any municipal tax for the budget year;
ii.  setting any municipal tariffs for the budget year;
iii. approving measurable performance objectives for revenue from each
source and for each vote in the budget;
iv.  approving any changes to the municipality's integrated development
plan; and
v. approving any changes to the municipality's budget related policies.
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3) The accounting officer of a municipality must submit the approved annual budget to
the National Treasury and the relevant provincial treasury. The Municipal Budget and
Reporting Regulations stipulates that this submission must be made within 10
days after approval.

This item, together with all accompanying documents and annexures, contain the budget that
is tabled in terms of the abovementioned legislative requirements. This is the budget that was
taken through the public consultation process during April 2023 in terms of sections 22 and
23 of the MFMA read with Chapter 4 of the Municipal Systems Act.

As part of the public participation process, a benchmarking meeting with National Treasury
was held 11 May 2023 to do a comparison of the budget with the budgets of other metropolitan
municipalities, and to determine whether the budget is funded, credible and sustainable.
Inputs were received from National Treasury and their comments were taken into
consideration before this budget was finalised.

PROCESS FOLLOWED

The compilation of the 2023/24 budget started already 10 months before the beginning of the
2023/24 financial year when the report regarding the key deadlines was approved by Council
on the 25th August 2022 item A-F (49-2022) as required by Section 21(b) of the MFMA

A number of factors were taken into consideration in the compilation of this MTREF, including
but not limited to:

e The Division of Revenue Bill tabled by the national Minister of Finance in February
2023;

e Gauteng Province 2023/24 gazetted allocations signed by the MEC for Finance on 21

April 2023;

The City of Ekurhuleni Growth and Development Strategy

The City of Ekurhuleni Long Term Funding Strategy;

Guidelines from National Treasury contained in latest Budget Circulars; and

Published tariff increases from NERSA, Rand Water and ERWAT.

Finance Department compiled the technical budget document for consultation with the
departments within the City and its entities. The new administration revived the Budget
Steering Committee (BSC) as required by sub-regulation 4 of the Municipal Budget and
Reporting Regulations. The purpose of the BSC is to provide guidance over the budget
process in terms of immediate and long-term priorities and oversee the allocation of the
resources of the City.

6.2. REVISED 2022/23-2026/27 INTEGRATED DEVELOPMENT PLAN

Background

Each municipal council is required by Chapter 5; Section 25 of the Local Government
Municipal Systems Act, 32 of 2000 (MSA) to within a prescribed period after the start of its

elected term, adopt a single, inclusive and strategic plan for the development of its municipality
which;
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o links, integrates and coordinates plans and takes into account proposals for the
development of the municipality;

aligns the resources and capacity of the municipality with the implementation plan;
forms the policy framework and general basis on which annual budgets must be based,;
complies with the provisions of the chapter; and

is compatible with national and provincial development plans and planning requirements
binding on the municipality in terms of legislation.

Annexure A contains the reviewed 2022/23 to 2026/27 IDP . The IDP must in terms of section
26 of the MSA reflect; the municipal councils vision for the long term development of the
municipality, an assessment of the level of development of the municipality, the councils
development priorities and objectives for its elected term, the councils development strategies
which must be aligned with any national and provincial sectoral plans and planning
requirements binding the municipality in terms of legislation, a spatial development framework,
the councils operational strategies, applicable disaster management plans, a financial plan
which must include budget projection for at least the next three years, and the key
performance indicators and performance targets determined in terms of section 41 of the MSA.

The 2022/23 — 2026/27 IDP is reviewed in terms of Section 34 of the Municipal Systems Act,
32 of 2000 (MSA) which requires that “a municipal council review its integrated development
plan, annually in accordance with an assessment of its performance measurements in terms
of section 41 and to the extent that changing circumstances so demand and may amend its
integrated development plan in accordance with a prescribed process”.

The table below outlines development priorities and objectives for the elected term, the
municipality’s long-term objectives (GDS 2055), the IDP strategic objectives and outcome
indicators.

- Percentage of households with access to

- basic sanitation

- Percentage of households with access to
basic water supply

- Percentage of households with access to
basic water supply

- Percentage of Drinking Water Compliance
to SANS241

- Percentage of wastewater samples
compliant to water use license conditions

- Percentage of non-revenue water

- Percentage of households with access
to electricity
- Renewable energy capacity available
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within the municipal jurisdiction as a
percentage of Eskom supply capacity
to the municipality

- - Percentage total electricity losses

- - Percentage of households with basic

- refuse removal services or better

- Percentage of scheduled waste collection
service users reporting non-collection

- - KM of road network maintained.

- Number of potholes reported per 10kms of
municipal road network.

- km of municipal roads provided to reduce
backlogs.

- No of required municipal storm water
drainage network added.

- - KM of Harambee routes Operationalized.

- - Percentage of households living in
adequate housing

houses. - % reduction in housing backlog

- % of informal

- settlements provided with interim basic

accredited). services.
- - Number of post 1994 townships regularized.
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- Number of land parcels packaged and released
for developments city wide.

- Percentage of ward committees that are
functional (meet four times a year, are
quorate, and have an action plan).

- Percentage of councillors attending council
meetings.

- Protest incidents reported per 10 000
population

Eliminate fruitless, wasteful and unauthorized
expenditures.

Revise the incentives for consistent payment for
settling outstanding debt.

Cost containment.

Smart digital billing, smart and credible billing.
Build more capacity for in-house collection
service.

Credit Control Policy review.

Review the current framework to establish the
feasibility and fiscal effect on writing-off
irrecoverable debt.

Establish procedures and guidelines for the
effective subsidization of basic service charges to

approved indigent households, within the
budgetary and intergovernmental  grant
guidelines.

Budget — Sustain the provision of consistent basic
services, improved repairs and maintenance of
public infrastructure,

Project prioritisation must be sensitive to critical
ward priorities.

Quality and impactful budgeting and spending
[projects that enhance the sustainable provision of
and access to infrastructure).

Civic education on the payment of rates and taxes.

- Audit Opinion

- Percentage of residential properties in the
subsidy market

- Percentage of expenditure against total
budget

- Municipal budget assessed as funded

- Percentage of total operating revenue to
finance total debt (Total Debt (Borrowing) /
Total operating revenue)

- Percentage change in cash backed reserves
reconciliation

- Percentage change in cash and cash
equivalent (short term)

- Percentage change of unauthorised,
irregular, fruitless and wasteful expenditure

- Percentage of total operating expenditure on
remuneration

- Percentage of total operating expenditure on
contracted services

- Percentage change of own funding
(Internally generated funds + Borrowings) to
fund capital expenditure

- Percentage change of renewal /upgrading of
existing Assets

- Percentage change of repairs
maintenance of existing infrastructure

- Percentage change in Gross Consumer
Debtors’ (Current and Non-current)

- Percentage of Revenue Growth excluding
capital grants

- Percentage of net operating surplus margin

- Rates revenue as a percentage of the total

and
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- revenue of the municipality
- % of billed amounts collected

- - Percentage of municipal skills development
- levy recovered.
- - Top Management Stability.

Farum).

- - Number of alleged fraud and corruption
cases reported per 100 000 population.

- Number of dismissals for fraud and
corruption per 100 000 population

- - Percentage utilisation rate of community
- halls.
Average number of library visits per
library.

- - Number of fire related deaths per 100 000
population.

Number of disaster and extreme weather-
related deaths per 100 000 population

% Increase in interventions to reduce crime
and related incidents

Ekurhuleni.
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visits.

girls.

- Tonnes of municipal solid waste sent to
landfill per capita.

- Tonnes of municipal solid waste diverted
from landfill per capita.

- Percentage of municipal cemetery plots
available.

- Percentage of households experiencing a
problem with noise pollution.

- Recreational water quality (inland)

- for an

Number of land parcels packaged and
released for developments city wide.

- Number of work opportunities through
EPWP, and other related infrastructure
programmes

- Rand Value of investments attracted.

- R'value of Revenue Generated from leasing
of township hubs and Business Licenses &
Permits.

- Number of CoE enterprises developed.

- R'value of Skills Development, Job Creation
and Enterprise Development Grant Funding
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Secured.

Rand-value generated in EFPM

Fetsa

Meetings with the Oversight Committees

After the tabling of the Draft Budget/ IDP to Council on the 30" March 2023, the documents
were referred to Oversight Committees to obtain input from Legislature. The draft budget was
also made available to the caucuses of the political parties. Comments and questions were
received from the oversight committees and responded to.
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Public participation process

The public consultation process on tabled budget took place between 13" and 24" of April
2023 at various Customer Care Centres, through inputs on e-mail and CoE App to name a
few. Questions at the CCCs were responded to on site and the e-mail questions were
answered by e-mail. A total of 202 written questions were recorded. The five key issued that
were raised were as follows:

Tariff increases;

Impact of continued loadshedding and impact on water provision;
State of roads particularly in townships and informal settlements;
Streetlights; and

Sewer overflows.

Issues that are within the control of the City were brought to the attention of the relevant
department so they can accommodate them in their R&M budgets.

6.3. KEY ASPECTS CONTAINED IN THE BUDGET

As mentioned above, the City’s Long Term Funding Strategy (the Strategy) is one of the
strategic documents that guided this budget. One of the elements of the Strategy is to provide
limits to the funding mix of both operating and capital budgets. The funding limits are on
external borrowings and internal sources. Grants from national and provincial government are
excluded as they are determined outside the control of the City.

The MFMA Circulars 122 issued on the 9" December 2022, read with Circular 123 issued
on 3rd March 2023, provide guidance to municipalities and their entities on the preparation of
their 2023/24 Medium Term Revenue and Expenditure Framework (MTREF). Some of the
guidance provided in the Circulars is highlighted below.

Economic Outlook

. GDP is expected to grow by 0.9 per cent in real terms in 2023, compared with an
estimate of 1.4 per cent at the time of the medium-term budget policy statement
(MTBPS), recovering slowly to 1.8 per cent in 2025.;

o The City’s economy, which is largely logistics and manufacturing, has been hard hit by
the decline in the economy;

. The increase in unemployment, and the challenge of the economy to create jobs,
affecting households’ ability to pay for services.

. The continued implementation of load shedding on electricity impact negatively the
growth of the economy and development initiatives.

MFMA Circular 123 (3" March 2023) showed the CPI projections as follows:

CPI Inflation 6.9% 5.3% 4.9% 4.7% 4.7%

Source: MFMA Budget Circular 123
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Increases above the guidelines above will be justified in the municipal budgets.

National Treasury advises municipalities against tabling unbalanced and unfunded
budgets. In the past three years, some municipalities had their budgets returned by National
Treasury. These municipalities were required to table special adjustment budgets to align their
expenditure plans with projected revenues and ensure that they have plans in place to pay
their creditors, including Eskom and the Water Boards. Municipalities that did not table funded
adjustment budgets had their tranches of the local government equitable share withheld as
the MFMA (section 18) requires municipalities to table funded budgets. The City of Ekurhuleni
is not part of these municipalities and does not intend to be, now and in the future.

6.4. SUMMARY OF MAJOR TARIFFS

Assessment rates. The City has implemented the new valuation roll from 1%t July 2021. There
were no proposed changes in the rates for all categories of properties in the 2022/23
period. A tariff increase of 4.4% is proposed in 2023/24 to cater for the cost doing business,
and other service delivery obligations increasing with the inflationary rate.

Water tariff increase of 12% is proposed to cater for the cost of doing business, such as
water reticulation and overhead costs.

ERWAT proposes a selling tariff increase of 5.3% for domestic and industrial sewer
customers, which is in line with the inflationary rate.

Refuse removal tariff increase is proposed at 5.3%, which is aligned to the inflationary rate.

The electricity tariff increase ranges between 15% and 18.65% for various tariff categories.
NERSA indicated a tariff increase of 18.65%.

Sundry tariffs increases are in line with the CPI rate of 5.3%.

Burial and Cemetery tariff increase is proposed 4.3% for CoE residents and 5.3% for non
residents.

Similarly, the Municipal Bus Services tariffs were reviewed. These increase by an average
of 3.8%.

The table below reflects the tariff assumptions for the 2023/24 MTREF for the major trading
services rendered:

%

%

%

Property rates 0 4.4 4.7 4.9
Sanitation 11.0 5.3 4.9 4.7
Refuse removal 7.0 5.3 4.9 4.7
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Water 11.0 12.0 12.0 12.0

Electricity 7.47 Ranges Ranges Ranges between
between 15% | between 15% [15% and 18.65%
and 18.65% and 18.65%

The financial sustainability of the 2023/24 MTREF is largely dependent on the collection level
of billed income. Provision is made for a collection level of 90%. To achieve this collection,
the CoE is implementing more robust credit control measures, develop new strategies to bill
properties that remain unbilled, reduction of Electricity Losses and water Losses; and optimise
existing revenue base and continue to implement the revenue enhancement strategy. This
latter project is in progress and subjected to monitoring and valuation.

In terms of Council’s social commitment to assist the poorer communities in the City, provision
was also made for the supply of free basic services and social contributions to deserving
households.

All residential owners will continue to receive assessment rate exemption on the value of
their homes. The first R150 000 is exempted for assessment rates. Various other grants
on assessment rates, such as pensioners’ rebate, rebate to low income people, properties
zoned for religious purposes, will continue in the new year.

Free basic services to deemed and registered indigents households is aligned to national
legislation at 6kl for water and sanitation, and electricity at 50kWh per month.

The current challenge with Free Basic Water is that some indigent households exceed their
consumption of free basic water. Past trends shows that the cost of excess consumption is
around R600 million — R750 million per annum and this puts a strain on the City’s constraint
resources.

Annual Budget Assessment and Bench-marking with other metros conducted by
National Treasury

The City met with National Treasury on the 11" May 2023 for a benchmark to assess the
budget and to compare it those of other metros. National Treasury made some proposals
which the City has considered before finalising this budget.

6.5. 2023/24 MTREF SUMMARY (OPERATING BUDGET)

The 2023/24 revenue and expenditure figures were arrived at after considering the resolutions
from Mayoral Strategic Session and deliberations between Finance Department and the
Senior Management Team (SMT). The two outer year figures are based on the outcome of
these engagements as well as application of tariff increases and CPI. These outer year figures
are indicative and may change before the beginning of each year.

The details of the figures and are provided in Annexure B. The following table is a summary
of the consolidated 2023/24 MTREF Operating Budget.
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2023/24 MTREF Operating revenue

Budget Year 2022/23 2023/24 Medium Term Revenue Expenditure
Framework
Description Revised Budget - zgz;;c;:::t % Final Budget - | Final Budget - | Final Budget -
2022/23 April 2023 Actuals 2023/24 2024/25 2025/26
R R R R R
Revenue By Source
Property rates 8231352036 6551747849 | 80% 8175143747 | 8575725793 | 8978784903
Service charges - electricity revenue 19760579 818 | 15452943 654 78% 22 877 694 293 | 26 642 366 893 | 30 488 432 705
Service charges - water revenue 6 191 505 528 4897 397 815 79% 6728439176 7614040457 | 8605913891
Service charges - sanitation revenue 2898 639 109 2695579970 | 93% 3276818783 | 3437384950 | 3598948487
Service charges - refuse revenue 1719 415 847 1423544071 83% 1810354875| 1864809213 | 1951858877
Rental of facilities and equipment 133 858 854 119959 173 90% 141 012 608 147 975 511 155 098 209
Interest earned - Investments 95 337 665 103901041 | 109% 127 166 317 127 196 402 127 227 992
Interest earned - Outstanding Debtor] 1180 374 355 1188615835 | 101% 1335485908 [ 1335485908 1335485908
Fines, penalties and forfeits 817 243 638 103 194 221 13% 818992 673 818992 673 818992 673
Licences and permits 324 758 486 276639575 | 85% 325611570 325611570 325611570
Transfers and subsidies 5754 833 124 5261900828 | 91% 6296 597 657 | 6659338954 | 7328503124
Other revenue 3368 529 054 3175630517 | 94% 3413224834 | 3581483119 | 3760977223
Total Revenue (excluding capital
transfers and contributions) 50476 427 514 | 41251054550 | 82% 55326 542 441 | 61 130411 443 | 67 475 835 562

The following factors contributed to changes between the 2022/23 main adjusted budget and
the 2023/24 proposed budget:

. Service charges revenue, excluding assessment rates, increases due to related tariff
increases in section 6.4 of the report;
. Rental of facilities increase at CPI rate of 5.3%;

. Interest on investments increases as it is projected that the increased operating surplus
will enable the City to gradually increase its investments;

. Increase on interest on outstanding debtors is based on expected collection rate of 90%
due to the levels of unemployment and the state of the economy; and

. Increase in other revenue is attributable to increases on fuel levy, tariffs of sundry
services such as cemeteries, library fees, municipal buses and advertising to name a
few.

Operating revenue increases from R50.4 billion in 2022/23 adjusted budget to R55.3 billion in
2023/24, an increase of 9.7%% or R4.9 billion.

The 2023/24 MTREF operating expenditure is depicted in the table below.
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2023/24 MTREF Operating Expenditure

Budget Year 2022/23 2023/24 Medium Term Revenue Expenditure
Framework
Description Revised Budget - Zgglzc;:ila-t % Final Budget - | Final Budget - | Final Budget -
2022/23 ) Actuals 2023/24 2024/25 2025/26
April 2023
R R R R R
Expenditure By Type
Employee related costs 10 839632 513 8430736 801 78% 11519610625 | 12 192 461460 | 13 093 222 321
Remuneration of councillors 151 450 069 121 657 514 81% 157 677 579 165 403 775 173177 752
Debt impairment 5703 780 642 4778 908 629 84% 6085306334 | 6693518973 | 7008003 365
Depreciation & asset impairment 3042210754 1912 647 968 63% 3043464736 | 3193163967 | 3208300327
Finance charges 1474922 883 780 871 094 53% 1539 780 664 1607 700067 | 1609 386 398
Bulk purchases 15 418 907 875 11 569 632 909 75% 18 143 097 118 | 21526 784 731 | 25541530 083
Other materials & inventory consumq 6 106 682 630 5332100 457 87% 6507 738559 | 7214875393 | 7946646567
Contracted services 5586 027 112 3876 088 495 69% 5810776837 | 5992970322 | 6184820845
Transfers and subsidies-exp 513 325 561 429927 637 84% 726771 298 664 085 254 738 883 995
Other expenditure 1339487 475 906 533 765 67% 1391 215 282 1458690025 | 1531330831
Loss on disposal of PPE - 12 316 833 | 100.00% - - -
Total Expenditure 50176 427 514 | 38 151 422 102 76% 54 925439 032 | 60 709 653 967 | 67 035 302 484
Surplus/(Deficit) 300 000 000 3099 632 448 401 103 409 420 757 476 440 533 078

The 2023/24 MTREF operating expenditure was arrived at after taking into account the

following factors:

Employee related costs increase by 5.4% as per NT revised circular 123 and SALGBC
agreement signed 31st March 2023;

Councillor remuneration based on increase of 4.7%. The Gazette for Remuneration of
Public Office Bearers has not yet been released;

Debt impairment aligned to collection rate of 90.0% as well as assessment of debtors in
line with debt impairment policy;

Depreciation is based on the asset register as well as planned investments in capital
budget;

Bulk purchases is aligned to indicative percentage increase of 18.49% announced by
NERSA.

Contracted services are based on existing commitments as well as affordability;
Transfers and subsidies are the planned contributions to grant recipients, bursaries and
assistance to indigent customers and services to informal settlements; and

Other expenditure increase is on the Skills Development Levy directly linked to
employee related costs.

The table shows that the budgeted operating surplus is R401 million for 2023/24 and increases
to R440 million in 2025/26.
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6.6.

2023/24 MTREF SUMMARY (CAPITAL BUDGET)

The proposed consolidated Capital Budget for 2023/24 (including the two entities) as
contained in the table below amounts to R2.76 billion and is 13.0% (R415.5 million ) less
when compared to the 2022/23 Adjusted Budget of R3.18 billion.

2023/24 - 2025/26 MULTI YEAR CAPITAL BUDGET - PER DEPARTMENT
Department Adjusted g;?;etl goeirptr(i)l Actual Final Budget Final Budget Final Budget
Budget 2022/23 2023 Spent % | Year 2023/24 Year 2024/25 Year 2025/26
Water and Sanitation 625 750 000 110 431 320 17,6% 587 000 000 582 500 000 601 566 000
Energy 603 233 106 458 280 001 76,0% 555 439 499 579 550 104 593 026 483
Human Settlements 555 330 987 343 895 649 61,9% 500 091 000 527 485 943 552 050 000
Transport Planning & Provision 260 000 000 151 958 605 58,4% 287 956 831 309 531 920 301 305 472
Roads and Stormwater 243 110 777 92 715 142 38,1% 255 640 123 258 398 355 266 850 000
Information and Communication
Technology 334 578 212 164 781 217 49,3% 213 000 000 215 000 000 217 000 000
ERWAT 102 670 444 69 694 131 67,9% 127 646 091 112 000 000 124 050 000
Real Estate 86 057 978 24 903 551 28,9% 56 444 474 26 000 000 9 000 000
Environmental Resources & Waste
Management 129 750 000 53 710 202 41,4% 54 100 000 36 750 000 78 800 000
Disaster & Emergency Management
Services 31 000 000 12 816 803 41,3% 32 000 000 29 000 000 30 000 000
Service Delivery Coordination 29 000 000 5694 852 19,6% 25 000 000 37 000 000 37 000 000
Economic Development 25 250 000 2 758 387 10,9% 24 650 000 37 000 000 10 000 000
Sport Recreation Arts and Culture 41 875 790 23 685 329 56,6% 24 575 000 30 931 000 35 500 000
Ekurhuleni Metro Police Department 35 500 000 17 782 370 50,1% 10 000 000 15 000 000 47 500 000
Council General 29 000 000 3 845 656 13,3% 8 500 000 11 000 000 11 000 000
Health and Social Development - . 0,0% 4 248 000 - -
Ekurhuleni Housing Company (EHC) 50 541 584 5540 973 11,0% 1379 162 1448 120 1520 524
Human Resources Management 50 000 - 0,0% - - -
City Planning 300 000 92 474 30,8% - - -
Executive Office 250 000 29 560 11,8% - - -
Total 3183 248 878 1542 616 218 48,46%| 2767 670180 2808595442| 2916 168 479

The reduction in the capital budget is informed by the City’s long term funding strategy as well
as National Treasury Recommendation on borrowings. The detail of capital budget projects is

in Annexure C and the Long Term Funding Strategy is in Annexure F.

2023/24 - 2025/26 MULTI YEAR CAPITAL BUDGET - PER SOURCES OF FINANCE
Source Of Finance A;izzt;d g;ttia_l :;(Oezrptrtl)l Actual Final Budget | Final Budget | Final Budget
2022/23 2023 Spent % | Year 2023/24 | Year 2024/25 | Year 2025/26

EHC SHRA 49 228 096 5540 973 11,26% - - -
External Loans 742 482 950 331 748 935 44,68% - - -
Neighborhood Development
Partnership Grant (NDPG) 51 485 998 40 266 199| 78,21% 53 590 000 51 551 000 46 000 000
SRAC Provincial Grant 15 000 000 11304 550|  75,36% 11 823 000 12 200 000 14 000 000
Public Transport Network Grant
(PTNG) 240 000 000 142106 951| 59,21%| 277956 831| 278662420 267 805 472
Revenue 193 277 797 94958 666 49,13%| 355669 727| 294349 371| 311337524
Urban Settlement Development Grant
(USDG) 1179 661 700 506 524 175| 42,94%| 1335433 622| 1395450 651| 1458 009 483
Informal Settlement Upgrading
Partnership Grant ISUPG) 712 112 337 410165 770| 57,60%| 733197000/ 776 382000{ 819 016 000
Total 3183 248 878 1542 616 218 48,46%| 2767 670 180| 2808 595 442| 2916 168 479

The following should be noted from the sources of funding table above;

o External loans — The City will not borrow over the MTREF in line with Long Term
Funding Strategy and National Treasury’s recommendation; and
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e The Capital Budget is largely funded from Government grants (both National and
Provincial)

o Own Revenue funding is R355.6 million in 2023/24 and it includes R49 million of own
revenue from EHC and ERWAT, and Funding of Support Departments projects.

Capital Budget per Ward

It is appropriate to supply a complete list of capital projects per ward to councilors as part of
this report and it is included as Annexure C.

6.7. PROPOSED POLICY CHANGES

The City’s budgeting process is guided and governed by relevant legislation, frameworks,
strategies and related policies.

The entire set of Budget Related Policies can be viewed on the CoE website:
http://www.ekurhuleni.gov.za

It is required by legislation that amendments to all budget related policies must form part of
the tabled budget. The budget related policies are contained in Annexure E:

7. SERVICE DELIVERY BUDGET IMPLEMENTATION PLAN

In terms of the MFMA, the SDBIP is only required 14 days after approval of the MTREF. The
SDBIP is numbered as Annexure D but is not included in the budget documents. This will be
tabled by the Executive Mayor in June 2023.

8. LEGAL IMPLICATIONS

The approval of the IDP and Budget in May 2023 will ensure compliance with Section 24 of
the MFMA.

9. COMMUNICATION IMPLICATIONS

The delivery and approval of the budget to the community is widely communicated by
Marketing and Brand Management Department. The tabled document will also be distributed
as per the required legislation, which inter alia includes CoE’s website.

10. OTHER DEPARTMENTS/ BODIES CONSULTED

All Departments participated in the development of the budget. The recommendations have
been presented to the Senior Management Team and the Budget Steering Committee.

11. RECOMMENDATION
1. That the report regarding the Medium-Term Revenue and Expenditure Framework for

2023/24 to 2025/26 and the revised Integrated Development Plan for 2022/23 to
2026/27 for the City of Ekurhuleni BE NOTED.
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2. That authority BE GRANTED to the City Manager and the Group Chief Financial
Officer to negotiate a bridging finance to a maximum amount of R500 million (five
hundred million rand), in respect of bank overdraft facilities and/or the raising of
short-term loans, including loans at call from Council’s bankers, for the financial year
ending 30 June 2024 in order to finance temporarily (within a period of one year) —

¢ Expenditure on the Capital Budget; or
e Expenditure on the Operating Budget incurred in anticipation of the receipt of
revenue estimated and from which the expenditure would have been defrayed.

3. That the City of Ekurhuleni’s revised IDP for 2022/23 — 2026/27 as contained in
Annexure A BE ADOPTED.

4. To guide the implementation of the municipality’s annual budget, the Council of the
City of Ekurhuleni APPROVES the amended policies and By-Laws as contained in
Annexure E.
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