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1. Executive Mayor's Approval and Recommendation to Council

Section 53 (1) {c) states:

{c) take all reasonable steps to ensure-

(i) That the municipality approves its annual budget before the start of the year;

(ii) That the municipality’s service delivery and budget and implementation plan is approved
by the mayor 28 days after the approval of the budget; and

(i) That the annual performance agreements as required in terms section 57 (1}(b) of the

Municipal Systems Act for the municipal manager and all senior managers-

{aa} comply with this Act in order to promote sound financial management;

(bb) are linked to measurable performance objectives approved with the budget and to the
service delivery and budget implementation plan; and

(ec} are concluded in accordance with section 57 (2} of the Municipal Systems Act.

The mayor must promptly report to the municipal council and the MEC for finance in the
province any delay in the tabling in the tabling of an annual budget, the approval of the service
delivery and budget implementation plan or the signing of the annual performance agreements.

The mayor must ensure-

that the revenue and expenditure projections for each month and the service delivery targets
and performance indicators for each quarter, as set out in the service delivery and budget
implementation plan, are made public no later than 14 days after the approval of the service
delivery and budget implementation plan; and

that the performance agreements of the municipal manager, senior managers and any other
categories of officials as may be prescribed, are made public no later than 14 days after the
approval of the municipality’s service delivery and budget implementation plan. Copies of such
performance agreements must be submitted to the councit and the MEC for local government
in the province.

, Councillor Komane Elias Koalane in my capacity as the Executive Mayor of Setsoto Local
Municipality, hereby confirm receipt of the final Service Delivery and Budget Implementation Plan

for 2020/2021 as required by section 53 (1) (c) (i) of the Municipal Finance Management Act, 56 of
2003, as stated above.

(.

COURCILLOR KOMANE ELIAS KOALANE
EXECUTIVE MAYOR: SETSOTO LOCAL MUNICIPALITY
28 JULY 2020

I!
|
|
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2. Introduction

The purpose of this document is to present the Service Delivery and Budget Implementation Plan of
Setsoto Local Municipality for the 202072021 financial year. The development, implementation and I
monitoring of a Service Delivery and Budget Implementation Plan is a requirement of the Municipal

Finance Management Act, 56 of 2003, I

The Service Delivery and Budget Implementation Plan gives effect to the Integrated Development
Plan and the Budget of the municipality. It is an expression of the objectives of the municipality in
guantifiable outcomes that will be implemented by the administration for the financial period. It
includes the service delivery targets and performance indicators for each quarter which is linked to
the performance agreements of senior management and any other official who has signed a
performance agreement. it therefore facilitates oversight over financial and non-financial
performance of the municipality. | I

The Service Delivery and Budget Implementation Plan is a key management, implementation, and
monitoring tool, which provides operational content to the end of year service delivery targets, set
in the Integrated Development Plan and Budget. The Service Delivery and Budget Implementation
Plan provides a credible information management plan to ensure service delivery targets and other
performance management indicators are achieved. It is a mechanism that ensures that the
integrated Development Plan and the Budget are aligned. The focus of the Service Delivery and
Budget Implementation Plan is the creation of both financial and non-financial measurable |
performance objectives in the form of service delivery targets.

The Service Delivery and Budget Implementation Plan 2020/2021 will not only ensure appropriate I
monitoring in the execution of the municipal a budget and processes involved in the allocations of
budget to achieve key strategic priorities as set by the municipality’s Integrated Development Pian,
but will also serve as the kernel of annual performance contracts for senior management and
provide a foundation for overall annual and quarterly organisational performance for the 2020/2021
financial year. The Service Delivery and Budget Implementation Plan also assists the executive,
council, and the community in their respect oversight responsibilities since it serves as an |

implementation and monitoring tool.

3. Legislative Framework

Section 1 of the Municipal Finance Management Act, 56 of 2003, defines the Service Delivery and
Budget Implementation Plan as a detailed plan approved by the mayor of a municipality in terms of
section 53 (1) {c) for implementing the municipality’s delivery of services and its annual budget

(a) Projection 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} Any other matters that may be prescribed and includes any revisions of such plan by the mayor in
terms of section 54 (1) {c).

The Municipal Finance Management Act, 56 of 2003, requires that municipalities develop a Service
Delivery and Budget implementation Plan as a strategic financial management tood to ensure that




budgetary decisions that are adopted by municipalities for the financial year are aligned with the
Integrated Development Plan.

4, Service Delivery and Budget Impiementation Plan 2020/2021 I
4.1 Components of the Service Delivery and Budget Implementation Plan I

e Monthly projections of revenue to be collected for each source

e Monthly projections of expenditure and revenue for each vote

e Quarterly projections of service delivery targets and performance indicators for each
vote

¢ Detailed capital budget broken down by ward over 3 years

4.1.1 Monthly projections of revenue to be collected for each source

The fourth quarter budget and performance report indicate that actual revenue collected is ‘“
slightly higher than the year to date budget, but the revenue collection rate is at 44%, which
indicates that the municipality might get into financial conundrum in the next financial year, as
most of the revenue that is made of the grants that were allocated by the National Treasury
through Division of Revenue allocations.

Failure to collect its revenue as budgeted will severely impact on the municipality’s ability to
provide services to the community. The municipality therefore must institute measures to
achieve its monthly revenue targets for each source. These measures will enable the l i

municipality to assess its cash flow on a monthly basis with the view of undertaking contingency
plans should there be a cash flow shortage or alternatively invest surplus cash. Furthermore, the
effectiveness of Revenue Enhancement Strategy and Credit Control and Debt Collection Policies
and procedures can be monitored with appropriate actions taken to remedy the situation.

4.1.2 Monthly projections of revenue and expenditure by vote

The monthly projection of revenue and expenditure by vote relate to the cash paid and
reconciles with the cash flow statement adopted with the budget. The focus under this
component is monthly projections per vote in addition to projections by source. When reviewing Il

budget projections against actual, it is usefu! to consider revenue and expenditure per vote in
order to gain a more complete picture of budget projections against actual. The vote must be
aligned to the organisational structure to indicate the budget spread.

4.1.3 Quarterly projections of service delivery targets and performance indicators for each
vote

This component of the Service Delivery and Budget Implementation Plan requires non-financial
measurable performance objectives in the form of service delivery targets and other indicators
of performance. The focus is on outputs rather than inputs. Service delivery targets relate to the
level and standard of service being provided to the community and include the addressing of
backlogs in basic services. The approach encouraged by National Treasury’s Municipal Finance “
|

Management Act, 56 of 2003, Circular 13, is the utilisation of scorecards to monitor service
delivery.




4.1.4 Detailed capital budget over three years

Information detailing infrastructure projects containing project description and anticipated costs
over the three-year period. A summary of capital projects per the Integrated Development Plan
is available on council’s website. The procurement process is an important component to ensure
effective and timely infrastructure/capital service delivery, and this will also ensure that irregular
expenditure is curbed.

5. Monitoring of the Implementation of the Service Delivery and Budget Implementation Plan

Progress against the objectives and targets set out in the Service delivery and Budget
Implementation Plan is reported an monthly, quarterly, mid-year and annual basis as set out in the
Municipal Finance Management Act, 56 of 2003. A series of reporting requirements are outlined in
the Municipal Finance Management Act, 56 of 2003, as follows:

s Monthly budget statements (section 71)

» Quarterly reparts (section 52{d))

e Mid-year Budget and Performance Assessment Report {section 72}
Annual report {section 121)

L

Whilst the Service Delivery and Budget Implementation Plan largely complies with legislation as well
as policy guidelines issued by National Treasury, it is however an evolving document and will
continue to be refined to improve the content and quality of information contained therein on
continued basis.

The Service Delivery and Budget Implementation Plan of Setsoto Local Municipality is developed
according to the six key performance areas as set out in the municipal Integrated Development Plan.
It contains the strategic focus areas which are then drilled down into programmes, projects, and sub-
projects. It reflects the quarterly and annual targets and the actual achievements or non-
achievements of these targets is monitored on quarterly basis.

The aim of monitoring is to ensure that the municipality achieves its objectives. Where targets are
not achieved, reasons for non-achievement and corrective actions to be implemented are required.
All service Delivery and Budget Implementation Plan projects are linked, either directly or indirectly,
to the key performance indicators contained in the organisational scorecard. This ensures that the
municipal Integrated Development Plan, Budget, Organisational Scorecard and the Service Detivery
and Budget implementation Plan are all finked.

The municipality has adopted an automated performance management system to enhance and add
value to the Service delivery and Budget Implementation Plan reporting process. The automated
systems provide the following functionalities:

s Capturing the approved Service Delivery and Budget Implementation Plan on the system;

» Employee updating of progress online ;

s Update actual status online;

e Define variances onling;

e Uploading evidence online;

¢ Defining corrective measures online;

e Online monitoring Line Manager review of progress updates;

s Online performance assurance reviews by Performance Practitioners of progress updates to
review progress against Annual Plans




|
|

e Online Internal Audit validations against progress updated; and
e Generation of reports and dashboards on projects progress

The automation will be fully functional from the Third Quarter reporting period.
6. 2020/2021 Medium term Revenue and Expenditure Framework
6.1 Revenue and Expenditure

The following set of graphs gives and overview of the municipal budget 2020/2021 financial year
that was approved by council on the 30 june 2020,

s Revenue = Expenditure

6.2 Capital Budget by Vote

2589000..
7759 000

e Governance and Administration = Community and Public Safety

» Economic and Environmental Services - Trading Services
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6.3 Capital Budget by Functional Classification

= Executive and Council

= Finance and Administration

Community and Secial Services e Sport and Recreation

B Housing
& Roads Transport
# Water Management

= Other

6.4 Total Operational Revenue

= Health

m Environmental Protection

= Waste Water Management

7 Internal Audit
a Public Safety

@ Planning and Development

o Energy Sources

= Waste Management

Table Al: Budget Summary-Revenue

Description 2017/2018 | 2018{2019 | 2019/2020 Current Year 2020/2021 2020/2021 Medium-Term Revenue and
Expenditure Framework
R’ thousand Audited Audited Pre- Origina! Adjusted Full Year Pre-Audited Budget Year +1 Budget Year + 2
Qutcome Outcome Audited Budgpet Budget Farecast Outcome 2020/2021 20252022
Outcome

Financial Performance
Property Rates 64 438 69 710 0 63 710 69 710 68 725 72162
Service Charpes 191716 220197 0 220197 220187 245 361 257 626
Investrment Revenue 2396 4825 0 4825 4 825 1764 1852
Transfers recognized- 163 386 210246 4} 210 246 210 246 213147 234304
operational
Other Own Revenue 29938 45 551 0 45 551 45 551 42 893 45 038
Total Revenue 451 923 550529 a 550 528 550 529 581 890 610985
(Excluding capital
transfers and
contribution)

6.5 Total Operating Expenditure

Tahle Al: Budget Summary-Expenditure

Dascription 2017/2018 | 2018/2019% | 2019/2020 Current Year 2020/2021 2020/2021 Medium-Term Revenue and
Expenditure Framewark
R’ thousand Audited Audited Pre- Qriginal Adjusted Full Year Pre-Audited Budpet Year + 1 Budget Year + 2
Qutcome Outcome Audited Budget Budget Forecast OQutcome 20202021
Qutcame

Financial Performance
Employee Costs 156 202 220171 Y 220171 220171 235257 247 020
Remuneration of 12748 16973 0 16 973 16973 18141 19048
Coungillors
Depreciation and 176 926 126 156 0 126 156 126 156 2493015 261 465
Asset Impairment
Finance Charges 5961 7 785 0 7 785 7785 8782 9222
tatertal and Bulk 72397 148 531 4] 148 531 148 531 125 897 132192
Purchases
Transfers and grants 38 693 22 327 & 22 327 22 327 18 617 19 547
Other Expenditure 123 566 021 i 021 021 132 749 139 386
Total Expenditure 586 492 680 564 ] 680 964 680 964 788 458 827 881
Surplus/{Deficit} {134 569) {130 435) 0 | (130435} {130 435) {206 568) (216 896




6.6 Tables SA4 and SA5; Reconciliation of IDP Strategic Objectives and Operational Revenue and
Expenditure

Reconciliation of IDP Strategic Objectives and Operational Revenue and

450000000
. 400000000
350000000
300000000
250 000 000
200 000 000
150 000 000

- 100000 000

50 000 000

Expenditure 2020/2021

Service Delivery Local Economic Institutional Financial Good Governance, Public Participation
Development Capacity Management Transparency and
Accountability

# Revenue B Expenditure

7. Non-financial Performance Planning Information

7.1 Link with the integrated Development Plan

The organisational structure of the municipality is linked to the Integrated Development Plan
through the Institutional Plan attached to the Integrated Development Plan on the high-level
macrostructure consisting of the following structures:

(i)

{ii}
{iti)
(iv)
(v}
(vi)

Council

Office of the Municipal Manager

Department of Treasury Services

Department of Corporate Services

Department of Development Planning and Social Services
Department of Engineering Services

7.2 Description of the Core Functions of the Institution based on its Legislative Mandate

The municipality’s core functions are derived from the constitution and its primary objective Is to
provide basic services, namely;

(a) Water

(b} Electricity

(¢} Refuse Removal
(d) Wastewater




7.3 Summary of Core Functions

Based on the key priority areas as identified in the Integrated Development Plan, the municipality will
focus on the following five core functions:

+ Basic Service

s tocal Economic Development

¢ Institutional Capacity

e Financial Management and Accounting

¢ Good Governance, Transparency and Accountability
Public Participation

7.4 Mandates and Outcomes

» Section 166 of the Municipal Financial Management Act, 56 of 2003

« Municipal Planning and Performance Management Regulation of 2001
e Section 45 of the Municipal System Act, 32 of 2000

e Section 18 and 21 of the Municipal System Act, 32 of 2000

e Section 75 and 95 of the Municipal Financial Management Act, 56 of 2003
e Constitution of the republic of South Africa, Act 108 of 1996

¢ Municipal Systems Act, Act 32 of 2000;

¢ Municipal Finance Management Act, 56 of 2003

s National Youth Deveiopment Agency Act, 54 of 2008

¢ National Youth Policy 2009-2014

e National Policy Framework on Women's Empowerment and gender Equality
s National Policy Framework for Public Participation

Framework for Integrated Local Government Response to HIV/AIDS
Disability Framework for Local Government 2009-2014

Section 62(1) (i) of the Municipal Finance Management Act, 56 of 2003
The Constitution of Republic of South Africa, Act 108 of 1996

Chapters 4, 5 and 6 of the Local Government: Municipal Systems Act, 32 of 2000
e Municipal Planning and Performance Management regulation of 2001

s Municipal Systems Amendment Act, 7 of 2011

¢ Regulations on the Appointment of Section 56 Managers

» Municipal Structures Act

s Municipal Systems Amendment Act

s Employment Equity Act

s Employment Equity Amendment Act

e Skills Development Act

s Skills Development Levies Act

SAQA Act

Medical Scheme Act,

Pension Act, Occupational Health and Safety Act

Labour Relations Act

National Archives Act

South African Local Bargaining Council Collective Agreements

Municipal Code of Municipal Bylaws

All Municipal Policies

Standing Rules and Orders

10




M

System of Delegation.

National Road Traffic Act, Act 93 of 1996
Occupational Health and Safety Act

National Environment Management Act 107 of 1998
Environmental Conservation Act 73 of 1989

Disaster Management Act, Act 57 of 2002

Fire Brigade Services, Act 99 of 1987

Veld and Forest Fire Act 101 of 1998

SANS 10900, SANS 0400

i1
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7.7 Output Indicators

Effective and professional internal audit function

Internal auditors registered with the IIA as members

Purpose, authority, and responsibility of internal audit functions properly defined
Submission of report to Management and Audit and Performance Audit Committee regarding
performance against operational plan

Timeous end users support

Effective network support

Timeous response to customer enquiries

Submission of report to IT Steering Committee

Effective administration in the Municipal Manager’'s Office, Political Offices and
Administrative Units

Credible IDP

implementable PMS Policy Framework

Approve Public Participation Strategy

Payments be done within 30 days

Monthly reconciliations

Payment vouchers to be filed in a systematic manner

7.8 Top-Layer Service Delivery and Budget Implementation Plan

Provide high guality and professional internal audit services

Provide professional advisory and consulting services

Ensure effective risk management within the municipality

Build a strong client relationship

Provide high quality and professional end-user support

Provide effective network support

Effective administrative leadership on all operations

An effective system of expenditure control

Maintains an accounting and information system that recognize expenditure when it is
incurred; Accounts for creditors of the municipality and accounts for payments

The methodology of developing the Service Delivery and Budget implementation Planis based on a
set of indicators for secondary cities. The Top-Layer Service Delivery is organised 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:

*

Basic Service;

Local Economic Development;

Institutional Capacity;

Financial Management and Accounting;

Good Governance, Transparency and Accountability; and
Public Participation.




The Top-Layer Service Delivery and Budget Implementation Plan wili be reported on quarterly basis
by the Municipal Manager and Managers directly accountable to the Municipal Managers through
the Performance Agreements and Plans. In aligning the pillars to the State Of The Nation Address
2020 Priorities, the focus will be on the following seven priorities:

Economic transformation and job creation;

Education, skills, and health;

Consolidating the social wage through reliable and quality basic services;
Spatial integration, human settlements, and local government;

Social cohesion and safe communities;

A capable, ethical, and developmental state; and

A better Africa and World.

All our programmes and polices across all departments and divisions will be directed in pursuit of
these overarching tasks.
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11. Expenditure Classification

S Anticipated Expenditure

220171000

Personnel Expenditure
General Expenses 35 804 000
Repairs and Maintenance 24 623 000
Other 349 512 000
Contracted Services 30112 000
Member Contribution 16 742 000
Total 680 964 000
12. Municipal Staffing
‘Number of Pasts = “Rand Value
28 402 000
13 668 000
18 935 000
14 201 000
40 252 000
21291000
83 422 000
220171 000
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13. Recommendation

Recommended and submitted by the Municipal Manager to the Executive Mayor for
consideration and approval on 14" July 2020

Ms. ZONDI THOBEKA FELICITUS
ACTING MUNICIPAL MANAGER
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