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1. Introduction

1.1

1.2

Legislative Framework in terms of MFMA

The Municipal Finance Management Act (MFMA) requires that municipalities prepare a
Service Delivery and Budget Implementation Plan (SDBIP) as a strategic financial
management tool to ensure that budgetary decisions that are adopted by municipalities
for the financial year are aligned with their Integrated Development Plan Strategy.

Section 1 of the Municipal Finance Management Act (MFMA) No. 56 of 2003 defines the
"service delivery and budget implementation plan" as the detailed plan approved by the
mayor of the municipality in terms of section 53(1 )(c)(ii) for implementing the
municipality's delivery of municipal services and its annual budget and which must
include the following:-

a) Projections of 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).

In terms of Section 53 (1 )(c)(ii) of the MFMA, the SDBIP must be approved by the
Mayor of the municipality within 28 days of the approval of the budget.

Overview

The primary objective of Endumeni’s SDBIP 2010/11 as an implementation
tool for the municipality is to strengthen our local accountability and governance and
improve capital as well as operational planning, spending and service delivery.

The SDBIP 2010/11 will not only ensure appropriate monitoring in the execution of the
municipality's budget and processes involved in the allocations of budgets to achieve
key strategic priorities as set by the Municipality's Integrated Development Plan (IOP),
but will also serve as the kernel of annual performance contracts for senior management
and provide a foundation for the overall annual and quarterly organization performance
for the 2010/11 financial year.

In an effort to avoid issues related to budgets being under spent and not achieving the
programs desired outcomes as a result of unrealistic revenue projections when
preparing the budget, Endumeni's SDBIP document will also give an outline of the
quarterly projections of service delivery targets and performance indicators.

The SDBIP will also empower all Councilors and allow them to undertake the
appropriate oversight and monitoring of programs. The SDBIP document will also
acquire council committees the ability to measure inyear progress in the implementation
of the budget.



1.3

The overview can be diagrammatically represented as follows:

Employee
IDP SDBIP Contracts and
BUdget Service Delivery targets annual
(by top manager and by performance
ward). agreements for
the municipal
Monthly Reports Performance Indicators manager &
; sernior managers
Mid-year performance Revenue and
assessment Expendilure by vote
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Components of the SDBIP

o Monthly Projections of Revenue to be Collected for each Source
o Monthly Projections of Expenditure and Revenue for each Vote.
o Quarterly projections of Service Delivery Targets and Performance Indicators

1.3.1 Monthly Projections of Revenue to be collected for each source:

The failure to collect its revenue as budgeted will severely impact on the Municipality's
ability to provide services to the community. The municipality therefore has to institute
measures to achieve its monthly revenue targets for each source. These measures will
enable the municipality to assess its cash flow on a monthly basis with the view to
undertaking contingency plans should there be a cash flow shortage or alternatively
invest surplus cash. Furthermore, the effectiveness of credit control policies and
procedures can be monitored with appropriate action taken if considered necessary.

1.3.2 Monthly projections of expenditure and revenue for each vote:

The monthly projection of revenue and expenditure per vote relate to the cash paid and
reconciles with the cash flow statement adopted with the budget. The focus under this
component is a monthly projection per vote in addition to projections by source. When
reviewing budget projections against actual, it is useful to consider revenue and
expenditure per vote in order to gain a more complete picture of budget projections
against actual

1.3.3 Quarterly projections of Service Delivery Targets and Performance
Indicators.

This component of the SDBIP 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.



1.4  Strategic Direction and Planning Cycle

A seamless process between the IDP, SDBIP, Performance Management System (PMS)

and Annual Report would create an enabling environment for the municipality to achieve
its deliverables.

anning and Project Cycle

J—
( BUDGET
Entry Point

ANNUAL

REPORT

The MFMA clearly outlines the elements of the SDBIP to provide an order of logical sequence to
ensure that the principal aim of the SDBIP of aligning the IDP to the Budget is achieved and a
conceptual framework was adopted. The framework for Endumeni’s SDBIP 2010/11 is derived
from the municipality's IDP and the Budget 2010/11 as outlined in the following diagram:

SERVICE DELIVERY AND BUDGET IMPLEMENTATION FRAMEWORK

IDP Review

Process Budget ::> SOBIP
2010/11 2010/11

2. The Budget Process

21 Background to the Budget Preparation Process

The MFMA requires that Council submit a detailed plan of the budget process for the
ensuing financial year for approval. Accordingly, a budget process plan scheduling key
deadlines was noted by Council at its meeting in August 2009. The National Treasury
Circular No. 51 of 2010, provided guidance on content and format for the municipal

budget documentation in respect of the Medium Term Revenue and Expenditure
Framework (MTREF).



2.2.

Capital Budget Process

The Capital Budgeting process was through strategic sessions that were held by
Management where the following broad strategic splits were made based on municipal
wide priorities, derived from the IDP.

The prioritization of the capital budgets included budgeting involved program budgeting
based on the IDP thereby ensuring that budgeting also occurred horizontally. The
adoption of this outcomes-based approach by the municipality in their budgeting process
has ensured the refinement of the municipality's budget.

The process of compilation of the capital budget commenced in December 2009 with a
budget discussion meeting being held by the Budget Steering Committee. Several
meetings were held thereafter which culminated in the draft capital budget being tabled
on 31 March 2010.

2.3 Operating Budget Process

The process of the compilation of the operating budget started in December 2009 when
budget instructions (broad expenditure parameters etc) were issued to departments.
During January 2010 a series of budget meetings were held with Managers and Section
Heads. At these meetings, budget strategy, budget policies, and the alignment of the
operating budget with the IDP were discussed. Departments submitted inputs and a first
draft budget was compiled during February 2010.

During March 2010 deliberations were held on the budget with various Departments and
their teams with a view to assessing the budget and reducing the deficit in order to
ensure that the increase in rates and tariffs to balance the budget was restricted to an
acceptable level. This entailed the re-examining of certain items of expenditure and
include overtime, temporary staff, employment services and consultants.

2.4 Public Participation Process

The draft budget was tabled before Council on 31 March 2010 and was followed by
extensive publication of the budget in order to involve the community. Notices were
published in the media, on notice boards and the budget was posted on Council's
website. Written comments were requested by 7 May 2010. Copies of the budget were
forwarded to National and Provincial Treasury.

Workshops were held with all 6 ward committees in April 2010 in order to receive
representations and submissions from ward committees, residents, community
organizations, organised business and other stakeholder formations.

Council evaluated the responses ta the draft budget at a meeting on 25 May 2010 and
approved the 2010/2011 Capital and Operating Budget on 31 May 2010.
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