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1. Introduction and Overview

The Service Delivery and Budget Implementation Plan is a mechanism that ensures proper alignment
between the municipality’s Integrated Development Plan and the Budget. it is central tc the monitoring
and evaluation of the performance of the municipality in implementing its Integrated Development Plan
and Budget,

The Integrated Development Plan is the municipality’s five-year principle strategic planning document,
Importantly, it ensures close co-ordination and integration between programmes and activities, hoth
internally and externally, with other spheres of government. The Integrated Development Plan therefore
ultimately enhances integrated service delivery and development. The Integrated Development Plan
priorities inform all planning and budgeting processes.

The Service Delivery and Budget Implementation Plan consist of one-year detailed performance plan, a
three-year capital works plan, as well as financial projections of income and expenditure. It outlines the
Key Performance Indicators and Targets linked to the Key Performance Areas derived from the Integrated
Development Plan. Quarterly targets are identified in the Service Delivery and Budget Implementation
Pian, and these are monitored and reported upon accordingly.

The Service Delivery and Budget Implementation Pltan comprises of two layers. The top layer is the one
that must be presented by the Executive Mayor for approval to Council. The lower layer applies to
departments and forms the basis of their parformance plans and agreements. This layer consists of
additional indicators that support the indicators in the top layer. The lower layer is the responsibility of
Diractors and the Managers, who develop it in conjunction with their staff. The top layer template and
quarterly targets are reflected in the Setsoto Local Municipality Scorecard.

2. Legislative Framework

The Local Government: Municipal Finance Management Act, 56 of 2003, require municipalities fo
develop Service Delivery and Budget Implementation Plans annually. In terms of section 53(1}{c(ii}, the
Service Delivery and Budget Implementation Plan is defined as a detailed plan approved by the Mayor of
a municipality for implementing that municipality’s delivery of municipal services and its annual budget.
It must indicate the following:

{a) Projections for each month of;
{i) Revenue to be collected by source; and
{i) Operational and capital expenditure by vote

{b) Service delivery targets and performance indicators for each quarter, and
{c) Other matters as prescribed

The Executive Mayor of the Setsoto Local Municipality is required to approve the Service Delivery and
Budget Implementation Plan within 28 days after the approval of the integrated Development Plan and
the Budget and must be publicised within 14 days after such approval by the Executive Mayor.
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3, Service Delivery Cycle
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Figure 1

The Service Delivery and Budget Implementation Plan canstitutes a contract between the administration,

council and the community. It ensures that everyone is moving in the same direction, as mapped in the

Integrated Development Plan. It provides a focus on cutcomes, outputs and inputs. It enables senior

managers to monitor the performance of their sub-ordinates; the Municipal manager to monitor the

performance of the senior managers; the Executive Mayor to monitor the performance of the Municipal

Manager; the Council to monitor the performance of the administration; and the community to monitor

the performance of the Council. Therefore, it is a management and implementation plan, not a policy

proposal.

4, Performance Reporting

To enhance performance assessment, accountability, monitoring and evaluation, reporting requirements

are outlined betow:

Frequency and nature of report

Mandate

Recipients

Monthly reporting on actual revenue
targets and spending against budget
no later than 10 working days after
the end of each month

Section 71 of the Municipal Finance
Management Act, 56 of 2003

National Treasury
Provincial Treasury
Executive Mayor

Quarterly progress report

Section 41{1){e}of the Municipal
Systems Act, 32 of 2000;

Section 166{2){a) of the Municipal
Finance Management act, 56 of 2003;
and

Regulation 7 of Municipal Planning
and Performance Management
Regulations of 2001

Municipal Manager
Executive Mayor

Audit and Performance Audit
Committee

Provincial Treasury

National Treasury

CoGTA




Frequency and nature of report

Mandate

Recipients

Mid-year Budget and Performance
Assessment Report due by 25 January
each year

Section 72 of the Municipal Finance
Management act, 56 of 2003; and
Section 13(2) of Municipal Planning
and Performance Regulation of 2001

Municipal Manager
Executive Mayor

Mayoral Committee

Council

Audit and Performance Audit
Committee

Provincial Treasury

National treasury

Provincial Govarnment
CoGTA

Annual Repori to be tabled before
Councit by 31 January as a draft and
approved and published by 31 March

Sections 121 and 127 of the
Municipal Finance Management Act,
56 of 2003; and

Section 6 of the Municipal Systems
Act, 32 of 2000

Municipal Manager

Mayoral Committee

Council

Audit and Performance Audit
Committee

Auditor-General of South Africa
Provincial Treasury

National Treasury

CoGTA

Local Community

5. Setsoto Local Municipality Scorecard

The Setsoto Local Municipality Scorecard reflects the institutions performance targets and indicators in
line with the following Key Performance Areas.

o KPA1 Basic Services and Infrastructure

o KPA2 Local Economic Development

e KPA3 Organisational Development and Transformation
o KPA4 Financial Viability and Management

e KPAS Good Governance and Public Participation

Based on the outcome of the Mid-Year Budget and Performance Assessment Report 2018/2019 tabled to
council on the 24t January 2019, it was evident that the annual budget for the financial year 2018/2019
needed to be adjusted. The application of sound financial management principles for the compilation of
the municipality’s financial plan is essential and critical to ensure that the municipality remains financially
viable and that municipal services are provided sustainably, economically and equitably to all
communities,

The municipality’s business and service delivery priorities were reviewed as part of this year’s planning
and budget processes. A critical review was also undertaken of expenditures on non-core and “nice to
have” items. Key areas where savings were realised were on:

o Telephone and internet usage;
¢  Printing;

e Workshops;

e Accommodation; and

¢ Catering

The municipality has embarked on a implementing a range of revenue collection strategies to optimize
the collection of debt owed by consumers. Furthermore, the municipality has undertaken various
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customer care initiatives to ensure the municipality truly involves all citizens in the process of ensuring a
people led government.

National Treasury’s Municipal Finance Management Act, 56 of 2003, Circulars 89 and 91 were used to
guide the compilation of the Adjustment Budget 2018/2019 and the Adjusted Service delivery and Budget
Implementation Plan 2018/2019. The mSCOA version 6.2 was also used to capture the data to ensure fuil
legislative compliance. The main challenges that were experienced during the compilation of the above-
mentioned documents were:

e The ongoing difficulties in the national and local economy;

e  Aging and poorly maintained water, roads and electricity infrastructure; vandalism of
infrastructure;

o The need to prioritise projects and expenditure within the limited resource envelope, given the
cash flow realities and declining cash position of the municipality;

o  The increased cost of electricity (due to tariff increases by Eskom), which is placing upwards
pressure on service tariffs to residents;

o Affordability of capital projects-original allocations had to be reduced and the operational
expenditure associated with prior year’s capital investments needed to factored into the budget
as part of the adjustment process;

e Llack of cooperation from some Senior Managers to submit their departmental adjustment
proposals within the required timeframe; and decision to adjust indicators and targets without
compromising the quality of service provision to communities.
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6. Institutional Operational Revenue

Revenue 2018/2019

3878000

s Property Rates a Service Charges w Investment Revenue - Transfers recognised oprational # Own Income

As at the period under review, the operating revenue has grown by 9% or 40 million rand when
compared to the original budget for the year. This is mainly due to an increase in property rates, service
charges and other revenue. Levies and tariffs will remain unchanged for the remainder of the year as it is
legally tot permissible to adjust them during the current year.

7. Institutional Operational Expenditure

Operational Expenditure 2018/2019

310000

12948 000

@ Employee costs = Remuneration of Councillors
n Depreciation and Assets Impairement - Finance Charges
& Material and bulk purchases u Transfers and grants

s Other Expenditure




8. Institutional Capital Expenditure

Capital Expenditure 2018/209

140000 000 132858 000
i
120000 060
100000 000
80000 C00
60000 000
40006 000
200009000 12598 000
475 000 612 0C0 1638 000 251 000 501 0007 5960
Council Corporate Office of the Treasury Development  Engineering
Services Municipal Services Planning and Services
Manager Social Services

# Own Income  ® MIG

For the period under review, the total expenditure has also grown by 6% or 40 460 million rand from the
original budget. This increase was brought about by the following votes:

e Increase in councillor remuneration;
e  Finance charges;

¢ Bulk purchases; and

o Depreciation and debt impairment

The projected revenue from investment was reduced by 40% or 2 636 million from the original budget,
whereas the finance charges were increased by 122% or 3 164 million rand from the original budget. This
was as result of lower investments made during the year as well as the current financial constraints the
municipality is experiencing.

Due to the financial difficulties that the municipality if currently findings itself, provision for bad debt
impairment has to be increased in order to cover for the shortfall incurred by the municipality inability to
collect within the approved service delivery and budget implementation target of 85%, and with the
current collection rate of 52%, the target is revised to a realistic and achievable target of 55%
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9, Institutional Capital Funding Source

Capital Funding Sources

» National Government  Provincial Government = District Municipality - Internally Generated Funds

The municipality’s capital budget is funded from two revenue streams, which is National Government
allocation to the tune of 68% and internally generated funding of 32%. The adjustment budget makes
provision of an increase In capital funding of 15% or 19 807 million rand which will be funded by
internally generated funds. Eighty-nine percent of the capital budget has been directed towards the
sarvice delivery departments of the municipality.

10. Institutional Revenue and Expenditure by Standard Classification

Revenue and Expenditure by Standard Classification 2018/2019
450000 000

400000 000 389816?00

e

350000 000

1 0
300000 000 2500 _9 00

250000 000

200000 000
149150 000

150000 000 131598 GO0

100000 020
31556 000
1190 00?%;%

Governance and Community and Public Economic and Trading services
Administration Safety Environmental Services

50000 C00

# Revenue @ Expenditure
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11. Institutional Revenue and Expenditure-Trading Services

Revenue and Expenditure - Trading Services 2018/2019

180000 0CO

166871 000
160000 000
140000 C0O
120000 000
99278
100000 000 %430 900
e 3
80000 000
60679 000

60000 000

40000 000

20000 000

Electricity Water Waste Water Waste Management
Management
% Revenue 2 Expenditure
12, Institutional Revenue and Expenditure by Vote
Revenue and Expenditure by Vote 2018/2019
600000 000
500000 000 482150 000
400000 000
300000 0G0
200000 C0O0
100000 000
4486
30321 000
62,0085 000 52530387000, 30331
Council Corporate Municipal Treasury Services Development Engineering
Services Manager Plannin and Social Services
Services

# Revenue # Expenditure
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The methodalogy of developing the Adjusted Service Delivery is based on a set of indicators for secondary cities. The Top-
Layer Service Delivery is arganised in terms of the Back to Basic Principles Pillars and is applicable to the Municipal Manager
for the outcomes and all Senior Managers for the outputs. The pillars referred to are:

s Putting People First;

o Service Delivery, Good Governance;

o Sound Financial Management; and

o Building Capable Local Government Institutions

The Top-Layer Adjusted Service Detivery and Budget Implementation Plan will be reported on quarterly basis by the
Municipal Manager and Managers directly accountable to the Municipal Managers through the Performance Agreements
and Plans.
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19, Aporovat
Sectlon 54 of the Municipal Finance Managemeant Act, 56 of 2003, states:

{1} On recaipt of a siatement or report submitted by the accounting officer of the municipality in terms of section 71 or 72,
tne mavyor must-

{a) consider the statement or report;

{b} checkwhether the municipality’s approved budget is implemented In accordance with the service delivery and
bucget plernantation plan;

{c) considarand, if necessary, make any revision to the service delivery targets provided that revisions to the service
delivery targets and perforrance indicators in the plan may only be made with the approval of the council
‘ollowing approval of the adjustment budget;

(¢} issuz any appropriate instructions o the accounting officer to ensure-

{i} thei the budget is implemented in accordance with the service delivery and budget implementation plan; and
{il) trat spending of funds and revenue collection proceed according to the budget;
{e) identify any financial problems facing the municipality, including any emerging or impeding financial problems; and
{f} inthe case of sactlon 72 report, submit the report to the council by 31 January of each year,
(2} i the municipality faces any serious financial problems, the mayor must-

& promptly respond to and initiate any remedial or corrective steps proposed by the accounting officer to
deal with such problems, which may include-
{i} steps to reduce spending when revenue is anticipated to be [ess than projected in the municipality’s
agproved budget;
(i) the tabling of adjustments budget; or
{iii) staps in terms of Chapter 13; and

b, alert the council and the MEC for local government in the province to those problems

(3) The mayor must 2nsure that any revision of the service delivery and budget implementation plan are made public
prormptly.

In accordance with the above, the adjustments budget was approved by councit in February 2019 and informed by that a
revision was done on the service delivery and budget implementation plan of the municipality. The plan was submitted to the
executive mayor by the accounting officer on
on the 25 March 20

March 2019 and approved by the executive mayor for submission to council

L]
Signed by and
susiciral manace
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