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Qur Vision

IJI

"A viable municipality with inclusive economy, sustainable development and quality services for al
Our Mission

“To provide affordable and quality municipal services and address triple challenges of poverty,
unemployment and inequality and promote sustainable development through cooperative, strategic
parthership and innovation”

Official Sign-Off:
It is hereby certified that this Service Delivery & Budget Implementation Plan (SDBIP):

o Was reviewed in accordance with section 34 of Municipal Systems Act 32 of 2000. Takes into account
all the relevant policies, legislation and other mandates for which the Ngwathe Local Municipality is
responsible

e Accurately reflects the strategic outcome oriented goals and objectives which Ngwathe Local

Municipality will endeavour to achieve over the period of this plan.

[Surname & Initials]: Signature: 410 ] /é

Acting Municipal Marager

[Surname & InitialsT: Signature:

Executive Mayor
Me. Victoria De Beer- Mthombeni
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Executive Summary

The Municipality is required fo produce a Service Delivery and Budget Implementation Plan to show the following;

e Menthly projections of revenue and expenditure for the operating and capital budgets

e Quarterly service delivery targets and performance indicators,

Each month the Municipal Manager must present the Mayor with a report showing how income and spending is progressing
against these projections,

Every quarter the Mayor must report to Council on the progress of the budget.
The following key factors and planning strategies have informed the compilation of the 2022/23 MTREF:

-The need for tariff increases versus the ability of the community to pay for services;

“Tariffs should be cost reflective to ensure sustainability of the municipality

*There witl be no budget dllocated to national and provincial funded projects unless the necessary grants to the municipality
are reflected in the national and provincial budget and have been gazetted as required by the annual Division of Revenue
Act;

Municipal growth

Policy priorities and strafegic objectives

Asset mainfenance
. Economic climate and trends (i.e. inflation, Eskom increases, household debt)
. Performance frends

The 2022/23 adjustments budget and performance against the SDRIP

Debtor payment levels

Loan and investment possibilities

Improved and sustainable service delivery

The proposed revenue budget for the 2023/24 financial year is R 1 056 billion , with the operational expenditure budget of
R 1133 billion and a capital budget of R153 million which is inclusive of R 12 million internal. This is an increase of R119
million or 12% operational revenues and increase on operating expenditure of R 121 million or 11% on the adjustments budget
of 2022/2023 financial year.

The marginal increase in the budget is a result of:

i) Trimming down of the expenditure budget to match the anticipated collection rate for the financial year,
i) The current collection rate is between 55% and 65%.
iii) The municipality anticipate an increase of 10% on the current collection towards the draft budget




In the 2022/23 budget adjustment on revenue from rates and services charges totalled R618 million. The collection rate is
based on the projected (60%) total of the account receivables. Tn 2023/24 it increased to R 608 million with an expected
projection of (72%)

The municipality's ability to fund its operations is largely based on generating its own revenue, 72% per cent is envisaged of
the total municipality income in the 2023/24 financial year (75% in 2024/25), R269 million will be from government grants.
The collection of revenue is therefore crucial to the financial well-being of the municipality. The budgeted contribution to
the provision for doubtful debts is R157 million. The largest revenue items are electricity revenue at R390 million, water
revenue at R88 million, assessment rates at R125 million, of the total operational revenue (i.e. excluding capital grants of
R141 million). Revenue from electricity and water sales, gevernment grants and property rates remain the main incotne
items for the MTREF pericd.

The budgeted allocation for employee related costs for the 2023/24 financial year totals R280 million, which equals 26 per
cent of the total operating expenditure. The budget for employee related costs are based on the proposed organogram. An
annual increase of CPIX and in the next 2 years' outer years of the MTREF.

The cost associated with the remuneration of councilors is determined by the Minister of Co-operative Governance and
Traditiohal Affairs in accordance with the Remuneration of Public Office Bearers Act, 1998 (Act 20 of 1998), The most
recent proclamation in this regard has been taken into account in compiling the Municipality’s budget. Remuneration of
Councilors for 2023/24 is R18 million.

The budgeted allocation for employee related costs for the 2023/24 financial year totals R280 million, which equals 26 per
cent of the total operating expenditure. The budget for employee related costs are based on the proposed organogram. An
annual increase of CPIX and in the next 2 years' outer years of the MTREF.

The cost associated with the remuneration of councilors is determined by the Minisier of Co-operative Governance and
Traditional Affairs ih accordance with the Remuneration of Public Office Bearers Act, 1998 (Act 20 of 1998). The most
recent proclamation in this regard has been taken info account in compiling the Municipality’s budget. Remuneration of
Councilors for 2023/24 is R18 million.

The provision of debt impairment for the 2023/24 financial year equates to R157 million which led to an increased in 2023/24
of R61 million. While this expenditure is considered to be a non-cash flow item, it informed the total cost associated with
rendering the services of the municipality, as well as the municipality's realistically anticipated revenues.

Provision for depreciation and asset impairment has been informed by the Municipality's Asset Management Policy.
Depreciation is widely considered a proxy for the measurement of the rate asset consumption. Budget appropriations in this
regard total R77 million for the 2023/24 financial year. '

Finance charges consist primarily of the repayment of interest portion on overdue creditors. Finance charges has been
budgeted R22 million for 2023/24 due Eskom arrangement with the municipality.

Bulk purchases are directly informed by the purchase of electricity from Eskom. The annual price increases have been
factored into the budget appropriations and directly inform the revenue provisions. The expendifures include distribution
losses. The 2023/24 budget for bulk purchases is R341 million which is less by R11 million as compared with budget of
2022/23 for bulk purchases amounting fo R353 million. The audited, current invoices and payment arrangement have been
taken into consideration for the budget of 2023/24.




The following summary of tariffs applied for increase on 2023/24 budget,

11 Water Supply 7.3%
1.2 Electricity 25%
1.3 Sewerage 53%
1.4 Refuse 5.3%
1.5, Rates and Taxes 5.3% (With rebates / discount on Residential and 15% discount on business)
16, Cemeteries 53%
17. Halls 5.3%

1.8. All Other Sundries 5.3%

The following Ttems are being excluded from operating expenditure as they have no cash outflow impact in the budget:

+  Depreciation R 77 million
+  Provision for bad debts Ri57 million
When compared to the 2022/23 Adjustments Budget, the major operational expenditure has increased in the 2023/24

budget; the increase is proposed to accommodate the following:

+  Salaries 5.3% (In the absence of the agreement 2023/24, management has projected the increase based on CPIX
Forecast (CPIX Forecast 5.3%) with effect from t July 2023)
+  Bulk purchase on electricity - increase of 6.06%

+  Bulk purchases on water - increase of 7.3%.
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FS203 Ngwathe - Table A2 Budgeted Financial Performance (revenu'e'b'y functional classificétion) RevtheIBy Source

2023124 Medium Term Revenue &

Functional Classification Description | 2019/20 | 2020121 | 2024122 Current Year 202223 Expenditure Framework
R th.o.usan d. ) Audited | Audited | Audited | Original | Adjusted | Full Year |Budget Year| Budgef Year| Budget Year +2
Outcome | Outcome| Quicome| Budget | Budget | Forecast | 202324 | +12024/25 2025126
Revenue - Functional 7 B
Governance and administation | 27598 | 357360 | 386062 | are72| aoess| ameoss| aose| amem|  aeseso
Executve and councl - - -1 - | - - - - . _ -
Finanoe and adrinsalon 37506 | 7380 | 366062 8792| 9085| 379085| 405509 4000|4460
 Merdad o I N RS PR R R -
Community and public safefy 8331 20416 951 950 7 950 .950 1000 1050 1089
e e e B B e
 sptasrerodn | w| w| m| w| m| | m| om
P B ] Bt _
Housing | - - - - - - - - -
Healh o I R - - - - -
Economic and environmental services | 35788 | 44607 | 308621 48 3547 48354 | 48354. 50 427 52650‘ .5.4925
Planning and development wg| ol 2| e| ev| e mel | T
 Roedbangpot 5603 | 43663| s9ess| 47ees| aress| aress| aoem|  ster| 5
_ Envifonﬁléntalprdtecﬁon -] - - - - - B — | —
Trading sewvices do6904 | 456840 | 502537 | 643006 | 643906 643008| TAOSS| ms2t2|  sd0es
Energy souroes 7850 | 231650 | 200668 | Mgtd5| eu5| a8t | 4vrsw2| asese4| 4613w
Welor maragomont 1683 | o4477| 128098 | 144036 | 104036 t40038| te0e60| 205602 210683
Waste waier management aets| asaee| sases| oiom| orze| oro|  wadme|  wmom|  ssess
Meskmnagenent | 59| 37| foaw| 4| o0s| evast| | mr| s
e e e B e B
Total Revenue - Functiona 20183 | 879253 | 900311 | 1072002 | 1072204 1072204 | 1107570 12meeme]  1a4363




'F$203 'I'\I'gwa't'hé:”fébl'é A2 B'udge{ed Financial Performance { expenditure by functional classification) Expenditure by Source
Functional Classification Description | 2019/20 | 2020124 | 2021122 Current Year 2022123 2023’24MEdi”mT;:;“m'zz’:r';“e&E"pe"d"“"’
R thousén&' Audited | Audited | Audited | Original | Adjusted | Full Year | Budget Year | Budget Year +1| Budget Year+2
Qutcome | Ouicome| Outcome | Budget | Budget | Forecast | 202324 2024125 2025126
Expenditure - Functional . _ _ 7
Gove;na_ngg_g@da_&min_;s_tratrqq _393_496_ la_es'_ogg___ 04100 210042| 209713 9713|287 464 246 680 257958
Fesutve and courci | 7iom| eese| 7ate0| semo| 54945| 54945 57 465 60272 62934
Fina_nggéé;j_éd@qigggﬁon_ | 322300 | 29646 330920 | 155114 | 154769 | 154769 180000 186 408 19_5__0_24_'_
lnternal aUdlt . . P a . . _. . ._. . h . ~ .’7 T - _.
Commniyandpublcsafoty | Toow| mmr| wret| mie| mes| wes| el o 8505
* Communlly and socal services oam| Tias| taodes| seat| sson2|  soz| 4| o207 65340
Sportand recrefon %) 4 3 6975  Bars)  ben T 7708 3071
Pl sl | ame|  wo| ool omm| ows| o ewd| o
Housing AR ) 4| 7| Aml o 1a 1959 2 054
Economic and environmental services | 162767 | 194316 | 229334 | 137933 137574 137574| 161489 176 110 181 380
| Ponigandcecopnon | 28| sl o) 1ws| | sr| o)t 111
..., Road Fransport ... 162470 § 1942811 228786 | 136824 130606 136606  160%70|  175042] 180 262
demgserwces . 35243 304128 354639 | so0047| s91307| 307 g6 oedr7| 120 335
Eegysoes | 2000| 2a | onmwr| aeess| a;mses| aaGe|  wes| 76| deweet
s | | | o] s wen| we| o] | e
Wasle waler management 43065} 26397) 33631| A7SA4) 4774} ATTHA) 6,3,839 AL R L
Other - - - - - - - - -
Total Expenditure - Functional 981605 | 940260 | 1119864 | 1012120 | 1012417 | 1012417 | 1133186] 11493315 1246 078
Surplus/(Deficit) for the year (152422)| (61007)| (2M9553)| 50878| 5967B| 59878 64303 93 667 97 560
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FS203 Ngwathe - Table A3 Budgeted Financial Performance ('r“e'v'eh'ue'ahd expenditur'é' by' m'unic'ipal vote) 1 |

T

2023/24 Medium Term Revenue &

Vote Description 2019120 Ham w22 Current Year 2022123 Expendiure Fransink
Rihousand Audlited Audited Audited Original | Adjusted | Full Year | Budget Year | Bucgef Year | Budgyet Year
Qucome | Outcome | Outcome Burdget Budget | Forecast 023024 | 200426 | 422025026
Revenue by Vole _ _
I_Vob 01 - Corporate Services .i 226 .3_2_1. - - | 293 293 - - -
Vo 02- bunial Manege I e e - - o D
ol 03- Foanl e mye| wm|  wwe| sem| wwe| ww|  esw| | wsw
bW TemiaSries | o] swe| | il eris|  one|  mee| | e
Vi 5 - Conmuy Senes | w|  sen|  won|  em|  om|  sw|  @m| N
oot | e _
b 6- i i . i ) i - i i
e : : : : : _ : : :
RS o S I N IR Y Y Y
o - - - - - - - -
. “ | : _ : : : : :
___Vob‘l!g- - - - ; - - - - -
e 5-Oter i ) ) i ] ) i i )
Total Revenue by Vot oot om| o] tomee| toam| qomom| vwem| tmese| 1aem
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F$203 Ngwathe - Table A3 Budgeted Financial Performance (reven'ue ah&"é')'qiéﬁdi'turé'by'hﬁuﬁi'cipa'l'vbté)
Vote Descripfion Mo | 2 | e Curtent Year 2022123 2023;2:;::3::'ur::::‘:miz:’:r';”e&
Riousand Audited Audited Audited QOriginal Adjusted Full Year | Budget Year | Budget Year | Budget Year
Outcome | Qutcome | Oufcome Budgst Budget Forecast 202024 | 2024125 | 22025026
Expenditure by \_!ote tq _be app_ropri_qigd_ .
Vol 01 - Corporake Services Bie| 26 wagl  om|  wus| 02 54 249 56507 50581
Vol 02 - Muncipal Manager now| e 7_3'18'9 54929 _' 54945 595 57 465 60272 62934
Vo - il S moe| | iw| tnse| s tewm| | | s
Vioke 04 - Technical Services aas0|  46es 561 908 6965?4 697 | GWeR|  TIBAG|  BM3%7| 85608
oot ComnSnies | o) mm|  mws| oot wied| o] er| | o
e-leiborsteprt | | %) | e oms| ow|  w | @
'__vd'édé"-' S ~ _ - m : H ] _ _
Vo 8- - - - - - - - -
| Vol 10- - - - . - - - - -
Voe th- - - s o - - - - -
qu12- - - - - - - - - -
ok 13- - - - - - - - - -
Vole 14 - - ~ - - - - - - -
Voke 1.5-O1her - - - - - - - - -
Total Expenditure by Vote OB1605| 00260 1119864 | 1012124] 1012417 1012417 1133486  11933M5| 1246078
Surplusi{Deficit) for the year (sraz) (100 (219583 59878 59678 59 878 64393 93 667 97 560
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FS203 Ngwathe - Tahle A5 Budgeted Capital Expenditure by vote, functional classification and funding | |
Vote Description 2019720 2020021 2021122 Current Year 2022123 2023:;’2:;:'?:;runrleTE::lmfz;V:rlll‘u e&
Audited Audited Audited OCriginal Adjusted Fult Year Pre-audit | Budget Year | Budget Year | Budget Year
R thousand Outcoms Outcome Outcome Budget Budget Foracast outcoma 202324 +1 2024125 +2 2025126
Vote 01 - Gorporate Services - - ) - - - - - - -
011 - Gorporals Sarvices Administrafon - - 17 - - - - - - -
o i s e e 4 ) ) i} i i} } i i i i
v | - |-l - | - o -
023 - Muricipa Manager Adminisiaton - - - - - - - - - -
(_)2_.2 - Board Genera] Mayor - - - - - - - - - -
02.3- Boardéeﬁtrarralisgéarlrtgr - - - - - - - - - -
Vote 03 - Financlal Services - - - - - - - - - -
~ 031 - Financlal Services Adminisiraion - - - - - - - - . _
82-Sores - - - _ - . . . _ .
7 ' 71240 548 81 206 133 135 133135 133135 34227 146 735 171774 179 456
04.2 - Roads 1441 - 13085 19158 19158 19158 7 23120 24143 25263
043 SomWaer - - - - - - - - . -
A Woshop - - - - - - - - - -
~ £1.5 - Sewerage Nebwork 10627 - 10688 10977 10977 10977 (141} 2000 - -
945 - Sowerage Purctn - - : - - : - - - -
DT Indgabon - - - - - - - - - -
048 - Wabr Network 53 817 548 BA07 5¢ 000 50080 50 000 24 572 56 000 100 000 100 088
04.9 - Watsr Purification - - 18715 28000 28000 28000 9679 35615 32638 34155
00-Feobidly 5564 - 192 25000 25000 25000 - 30000 15000 20600
_Vole 05 - Community Services 2410 - 1797 2 145 2 465 2485 365 6500 2500 2500
05.1 - Community Services Administrabor 296 - - 2145 2465 2465 365 6500 2500 2500
52, pestvier: S biatedigss - ] ) i i i i ) ) i
953 e - - - - - - - - - -
054 - Fire Brigade - - - - - - - - - -
05.5- Parks - - - - - - - - - -
05.5 - Sporl Faclifes 2113 - - - - - - - - -
057 Holdey Resort - - - : - : : - - -
D58 Cleansing - - 179 - - - - - - -
059 Town el Okss - - - - - - - - - -
705.1[}- Tewn Slanaing & Building Insped - - - - - - - - _ _
0541-Towntands . - - - - - - - - - -
~Vote 08 - Local Econom‘lg Developma - - - - - - - - - -
061 - Loca o Devobpnin . ; ] . ] ) ] ) ] ]
Vota 07 - ) - - - - - - - - - -
Vote 8- - - - - - - - - - -
Voo - - - - - - - - - -
Votet0- - " - - - " - - o
.:.j"’me M- - - - - - - - - - -
Vote12- N - - - - - o - - - -
Vote 13- - w =~ - - - - - - -
Votet4: - - - 5 B B - - - -
NVoteds-Othor - - - - - - - - - -
é-ap'ital single-year expenditure sub-to 73649 548 84 229 135280 135 600 135 600 34 592 153 235 174 274 181956
Total Capital Expenditure 73649 548 84 224 135280 135 600 135600 50 153 235 174 274 181 956
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F5203 Ngwathe - Supporting Table SA18 Transfers and grant receipts f
. 2023124 Medium Term Revenue &
Descriptlon 2019120 2020/21 2021122 Curment Year 2022/23 Expenditure Framework
-R th;u;a.l.a;:ln Audited Audited Audited Original Adjusted Full Year | Budget Year | Budget Year | Budget Year
Cutcome Cutcome Ouiceme Budget Budget Ferecast 2023124 +12024/25 +2 2025128
RECEIPTS:
Operating Transfors and Granis B | N o

Nationat Govemnment: ) 27719 255 257 233 087 249174 249174 249 174 269 087 286 875 297 035
Local Government Equitable Share 204 644 244 478 228 425 241 451 741 451 241 451 251 348 281182 291 099
Energy Eficiency and Demand Side hManagement Grant 6512 4709 - - - - - - -
Expanded Public Werks Programme iniegrated Granl 13717 1466 1672 2240 27240 2240 21564 - -
Local Government Financlal Managemenl Grant 2580 3000 3000 3100 3100 3100 3100 3160 3238
Munigipal Disasir Relief Grant 467 - - - - - - - -
Municipal Infrasruciure Grant 2095 1604 - 21383 2383 2383 2485 2593 2708

Provincial Government: 8625 2706 - - - - - - -
Infraskruckure Granl 8625 2706 - - - - - - -

District Municipality: - - - - - - - - -

Other grant providers: 258 m - - 293 203 - - -
Local Government Waler and Related Service SETA 258 2 - - 263 293 - - -

Total Operating Transfers and Grants 226 662 258 184 233 097 249174 249 467 249 467 269 087 286 875 297 635
Capital Transfers and Grants SN IR N IR B B ,

National Government: 82 854 89393 100 845 135 280 135280 135 280 141235 174 274 181 956
inlegrated National Electrifcafion Programme Grant 5746 4754 1142 25000 25000 25 600 30600 15000 20000
Municipal Infrastructure Grant 33 584 42 058 39635 45 280 45 280 45 280 47 214 49274 51420
Regienal Bulk Infastruchire Grant 25 544 25313 38875 50 000 50 000 50 600 50 000 160 000 100 088
Waler Services Infrastuchire Grant 17 980 17 266 21193 15 000 15000 15000 14 021 10000 10 448

Provincial Govemment: - - - - - - - - -

District Municipality: - - - - - - - - -

Other grant providers: 500 606 - - - - - - -
Local Government Waler and Related Service SETA 500 600 - - - - - - -

Total Capital Transfers and Granls 83 354 89993 100 845 135 280 135 280 135 280 141 235 174 274 181 56
TOTAL RECEIPTS OF TRANSFERS & GRANTS 310016 348176 333942 384 454 384 747 384 747 410 322 461 148 478 991
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Service Delivery Targets and Performance Indicators

Each Directorate must provide quarterly targets so that performance can be monitored throughout the year. The
Municipal Manager and Director's performance confracts must contain these targets.

The targets cannot be changed during the year unless Council approves the changes.

Introduction

A Service Delivery and Budget Implementation Plan is defined in chapter 1 of the Act as a detailed plan approved
by the Executive Mayor for implementing the municipality’s delivery of municipal services and its annual budget.
Essentially a business plan, the SDBIP is an integral part of the financial planning process. Although its approval
is required after the budget its preparation has occurred in tandem with the budget process. The SDBIP is the
connection between the budget and management performance agreements, and it includes detailed information
on how the budget will be implemented - by means of forecast cash flows - and service delivery targets and
performance indicators.

The Components of a SDBIP
The five necessary components of a SDBIP are:

1. Monthly projections of revenue to be collected for each source

2. Monthly projections of expenditure (operating and capital) and revenue for each vote

3. Quarterly projections of service delivery targets and performance indicators for each vote
4. Ward information for expenditure and service delivery

5. Capital works plans.

The SDBIP is the formal link between organisational performance and the budget. I't also provides a means to
measure cost effective service delivery by linking the inputs - the budget - to the service outputs and outcomes,
Budgetary control and performance monitoring combine to measure the cost effectiveness of service delivery.
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COST EFFECTIVE SERVICE DELIVERY

OUTPUTS / OUTCOMES
INPUTS {(FINANCE) SO
{SERVICE DELIVERY)

I |

BUDGET MONITORING PERFORMANCE MANAGEMENT

. 7

The SDBIP Concept

National Treasury, in MFMA circular 13, outlined the concept of the SDBIP. It is a contract between the
administration, council and community expressing the goals and objectives set by the council as quantifiable

outcomes that can be implemented by the administration over the next twelve months.

It is a management, implementation and monitoring tool that will assist the Executive Mayor, Councillors, Municipal
Manager, Senior Managers and community, It is also a performance monitering tool that enables the Municipal
Mandger to monitor the performance of senior managers. The MFMA requires that the performance agreements

of senior managers be linked to the measurable performance objectives in the SDBIP,

As a vital monitoring tool, the SDBIP should help enable the Executive Mayor and Municipal Manager to be pro-

active and take remedial steps in the event of poor performance.
The SDBIP is considered as a layered plan. Whilst only the top layer is made public at council, the budget and

performance targets should be broken down into smaller targets and cascaded to middle-level and junior

managers. Directorates should be producing their own SDBIP's which roll up into the municipality's SDBIP.
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MFMA requirement - Approval of the SDBIP

Under the MFMA the process for approval of the SDBIP is covered under Chapter 7 - Responsibilities of Mayors
and Chapter 8 - Responsibilities of municipal officials.

Under chapter 8 the Accounting Officer must submit a draff of the SDBIP to the Executive Mayor within 14
days of the budget being approved as well as drafts of the annual performance agreements required in the
Municipal Systems Act.

Chapter 7 of the MFMA requires the Executive Mayor to “take all reasonable steps” to ensure that the SDBIP is
approved by the mayor within 28 days after the approval of the budget and that the SDBIP is made public no
later than 14 days after that.

MFMA requirement - Implementation & monitoring

Section 54 sets out the responsibilities of the Executive Mayor regarding budgetary control and the early
identification of financial problems.

When a budget monitoring report is received under section 71 or 72 of the MFMA, the Executive Mayor must
check whether the budget is being implemented in accordance with the SDBIP. If it is decided to amend the
SDBIP, any revisions to the service delivery targets and performance indicators must be made with the approval
of council following an adjustments budget. The Executive Mayor must issue instructions o the accounting of ficer
to ensure that the budget is implemented in terms of the SDBIP.

The revised SDBIP must be promptly made available to the public.

Operating Expenditure -

The annual operating budget has been broken down into monthly projections by applying the trends of previous
years' spending to each line item in the budget. The projections in the estimates annexure are shown by Service
Delivery Unit and by expenditure type.

The following should be considered in the Final SDBIP;

There may have been extraordinary events in past years that have skewed the trends and these trends will be
avoided from being repeated although they are included in the SDBIP.

The estimates are based on percentage spending per month and do not consider any over or under spending on
particular items.

The projections for the draft SDBIP indicates expenditure will be spent and revenue will be received evenly
throughout the twelve months,
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The operating expenditure budget, excluding finance charges, for 2023/24 isR 1,110 Billion.

Operating Income -

Again, previous year trends have been used to provide the estimates for 2023/24 and the previous comments on
the shortcomings in this methodology apply to revenue as well. The information is shown by department and by
the national standard for showing revenue source. The estimates are based on budgeted income rather than cash
collected.

The operating income budget for 2023/24 isR 1,56 billion,

Capital Expenditure

The Capital budget for 2023/24 is R 153 Million.

Service Delivery Targets and Performance Indicators

The performance indicators and targets are developed; these targets have been included in the 2023/24 SDBIP.
The targets and indicators attempt to measure a range of activities in the municipality. It will be the responsibility
of directorates to provide information on progress towards achieving these targets on a quarterly basis.

Tt is likely that new performance indicators will be developed as the Municipality is currently putting in place a
new performance management system. Any revision to the SDBIP resulting from a change in Performance
Indicaters will be reported to Council for approval in tertms of Section 54 (c) of the MFMA.

befinition of a Vote

The MFMA requires that operational and capital expenditure by vote is shown in the SDBIP. The MFMA defines
a vote as ohe of the main sections of the budget. A circular from National Treasury clarifies this further by
providing details of the Government Finance Statistics classifications which aims to provide a consistent basis
for defining a vote so that information can be gathered for comparative purposes.

The SDBIP shows the projections by Ngwathe Service Delivery Units as these are the most relevant for
monitoring purposes and is in line with the municipality'’s new virement policy. However, the SDBIP estimates
anhexure also includes a table for each directorate showing where each Service Delivery Unit sits in relation fo
the GFS service classification.

Monitoring and the adjustments budget process

The section 71 and 72 budget monitoring reports required under the MFMA should provide a consolidated analysis
of the Municipality's financial position including year-end projections. As detailed earlier, the Executive Mayor
must consider these reports under s54 of the MFMA and then decide as to whether the SDBIP should be

amended,
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The Adjustments Budget concept is governed by various provisions in the MFMA and is aimed at instilling and
establishing an increased level of discipline, responsibility and accountability in the municipality's finances. In
simple terms, funds can be transferred within a vote but any movements between votes can only be agreed by an

adjustments budget.

Appendix 1-Protocol for revision of SDBIP

The Executive Mayor must decide on receipt of a section 71 or 72 budget monitoring report whether fo amend
the SDBIP in the light of the information received. This protocol sets out the various steps that should be
followed to allow the Executive Mayor's obligations under section 54 of the MFMA 1o be fulfilled.

Protocol
Financial Services (Budget Office)} will provide the Municipal Manager with information as required under section

71 and 72 of the MFMA and this infermation will be submitted to the Executive Mayor by the 10th working day

of each month.

The information will show a comparison of actual performance against the planned income and expenditure
included in the SDBIP,
For Capital projects, each variance of £10% will be highlighted. The Executive Mayor will then ask the Director
responsible for that project for a written report covering:

e The reason for the variance

o If necessary, what corrective measures have been put in place.

o Whether the start and finish dates of the capital project need amending.

¢  Whether the project specification will need o be amended.

¢ Revised monthly estimates of expenditure for the project.

The Director must supply this information within one week of the request from the Municipal Manager.
Following the receipt of these reports the Municipal Manager will make one of the following decisions;
« Note the report of the Director.
¢ Note the report of the Director and keep the project under review.

o Request the Director to attend a Performance Review meeting with the Executive Mayor, Municipal
Manager and Director Financial Services to examine the reasons for the variation, the potential for
bringing the project back on track and the likely impact on service delivery.

Following this meeting, the Municipal Manager will then decide whether the SDBIP should be amended. If it is
decided to amend the capital programme and SDBIP, to maintain overall service delivery, Directors will be asked

to put forward schemes currently scheduled for year 2 or 3 of the capital programme that can be implemented
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sgoher. The financial implications of these suggestions will be assessed by the Chief Financial Officer / Director of Financial
Services and a recommendation made to the Executive Mayor as to which ones would be possible to proceed with and an

adjustments budget prepared.

For operating expenditure and revenue, the Municipal Manager will review the variances in the monthly budget
monitoring report and, notwithstanding the requirements for an adjustments budget, request from Directors an
explanation of all variances :10% of the monthly budget forecast. Directors will be asked to explain whether the

service delivery Targe+s included in the SDBIP can still be achieved.

The Executive Mayor will then decide whether the SDBIP should be amended in the light of these explanations.
At the end of each quarter, Directors must supply the Municipal Manager with the actual performance against
each of the performance indicator targets.

This information must be submitted to the Executive Mayor by the 10th working day after each quarter along
with the budget monitoring information for that quarter as provided by Financial Services (Budget Office).

Lf the actual performance on any indicator varies from the planned performance the Municipal Manager can ask
the responsible Director for a written report asking for an explanation of the variance and, if the performance
is worse than projected, what measures have been put in place to ensure that the projected level of performance

can be meft in the future.

The Executive Mayor will then review these reports and decide whether the SDBIP should be amended
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REQUIREMENTS OF THE MUNICIPAL FINANCE MANAGEMENT ACT

Chapter 1 - Definitions
SDBIP means a detailed plan approved by the mayor of a municipality in terms of section 53 (1) (¢) (ii) for
implementing the municipality's delivery of municipal services and its annual budget, and which must indicate-
(a} projections for each month of-
Revenue to be collected, by source; and 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)

Chapter 8 - Responsibilities of Municipal Officials

Section 69 Budget Implementation _

Section 69 (3) The Accounting Officer must no later than 14 days after the approval of the budget
submit to the mayor

{a) A draft service delivery and budget implementation plan for the budge? year; and

(b) Drafts of the annual performance agreements as required in terms of section 57 (1) (b) of the
Municipal Systems Act for the municipal manager and all senior managers

Chapter 7 - Responsibilities of Mayors

Section 53 - Budget Processes and related matters

Section 53 (1) (¢) The mayor of a municipality must take all reasonable steps o ensure-

(ii) That the municipality's service delivery and budget implementation plan is approved by the mayor within 28
days after the approval of the budget; and (iii) That the annual performance agreements as required in ferts
of section 57 (1) (b) of the Municipal Systems Act for the Municipal Manager and all senior managers-

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

Section 53 (3)

(a) 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.

Section 54 Budgetary control and early identification of financial problems

On receipt of a statement or report submitted by the accounting officer of the municipality in terms of
section 71 or 72 the mayor must-

(1) (b) check whether the municipality's approved budget is implemented in accordance with the service delivery
and budget implementation plan;

(¢) consider and, if necessary, make any revisions fo the service delivery and budget implementation plan,
provided that all revisions to the service delivery targets and performance indicators in the plan may only be
made with the approval of council following the approval of an adjustments budget

(d) issue any appropriate instructions to the accounting officer to ensure-

(i) that the budget is implemented in accordance with the service delivery and budget implementation plan

(3) The mayor must ensure that any revisions of the service delivery and budget implementation plan are made
public promptly.
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SIGNED AND APPROVED BY THE MUNICIPAL MANAGER
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Signature: DATE: ... .l..

SIGNED AND APPROVED BY: COUNCILLOR VICTORIA DE BEER - MTHOMBENI
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