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UMSOBOMVU MUNICIPALITY

ASSET MANAGEMENT POLICY

INTRODUCTION
AIM OF THIS DOCUMENT

This document is provided to assist management and employees of
UMSOBOMVU Local Municipality to implement and maintain consistent,
effective and efficient ASSET MANAGEMENT principles.

The objective of this document is aimed at:

e Safeguarding the fixed assets of the UMSOBOMVU Local
Municipality and to ensure effective use of existing resources.

e Emphasizing a culture of accountability over fixed assets owned
by the UMSOBOMVU Local Municipality.

e Ensuring that effective controls are’communicated to management
and staff through clear and comprehensive written documentation.

¢ Providing a formal set of procedures to ensure that the
UMSOBOMVU Local-Municipality’s fixed asset policies are
achieved and are in compliance with the Municipal Finance
Management Act (MFMA), National Treasury, Generally
Recognised Accounting-Practice (GRAP) and Accounting
Standards Board (ASB) directions, instructions, principals and
guidelines.

This manual. supersedes/replaces all previously issued ASSET
MANAGEMENT policies and/or procedures and/or instructions and should be
read together with the provisions of Section 63 of the MFMA.

DEPARTURES FROM FORMAL POLICIES AND PROCEDURES

Any departures from the approved policies and procedures stated in this
manual will require the prior written approval of the Chief Financial Officer.

Failure to'’comply with the prescribed policies and procedures will result in the
institution of disciplinary procedures in terms of the Human Resource policies
& procedures.

CHANGES TO ASSET MANAGEMENT POLICY AND/OR PROCEDURE
MANUALS

All changes made to either the ASSET MANAGEMENT Policies or
Procedures must be processed timeously and communicated via the proper
channels of communication to all asset holders.
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1.3.2.5

1.3.2.6

1.3.2.7

1.3.2.8

1.3.29

The following steps will apply for the control and management of changes to
the ASSET MANAGEMENT Policy or Procedure Manuals:

The Chief Financial Officer is appointed as custodian of the Fixed Asset
Register and ASSET MANAGEMENT Policy and Procedure manuals. The
custodian is ultimately responsible for the control of the ASSET
MANAGEMENT Policies and Procedures.

All recommended changes or requests for changes are recorded on the
change request form that will detail the suggested changes together with
reasons for such change.

The change request form is authorized by the relevant -Departmental Head.
The authorized change request form is forwardedto the custodian.

The custodian circulates the change request between Heads of Departments
for comments for a defined period. All comments are forwarded back to the
custodian.

The Chief Financial Officer submits the proposal to the Municipal Manager for
Council’'s approval in the case of changes to the ASSET MANAGEMENT
Policies or final approval in the case of changes to the ASSET
MANAGEMENT Procedures.

Changes in policies will be effective within one week-after final approval has
been received.

The custodian—is. ultimately responsible for applying the changes and
finalizing the ASSET MANAGEMENT Policy and Procedure manuals. The
new document is made available in its entirety within one week after final
approval has been received with clear.indications of the changes.

It remains the responsibility of all employees to keep themselves familiarized
with the ASSET MANAGEMENT Policies and Procedures.

Failure to apply the changes in the ASSET MANAGEMENT Policies or
Procedures form the date of implementation will result in the institution of
disciplinary procedures in terms of the human resource policies &
procedures.

DELEGATION OF AUTHORITY

1.3.3

1.3.4

Full responsibility for internal control over fixed assets within a department
rests with the relevant Head of Department, who must ensure that
appropriate and adequate arrangements exist to safeguard all fixed assets
and that the Asset Management Policies and Procedures are complied with
and that the records are maintained in as complete and accurate form as
possible.

Head(s) of Department(s) must ensure that all movements of fixed assets or
other related changes, i.e. purchases, transfers, disposals, losses,
impairments, upgrades, be communicated to the custodian in the manner
prescribed in the ASSET MANAGEMENT Procedure manual.
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1.3.5 Head(s) of Department(s) must ensure that the inventory listing of fixed
assets under control of asset holders is a true reflection of the assets under
the asset holder’s control. Regular independent checks should be conducted
by the Head(s) of Department(s) or their delegates. Assistance and advice
on internal control procedures can be obtained from the custodian of the fixed
asset register or the appointed representative.

15 AMENDMENTS TO THE ASSET POLICY AND PROCEDURES GUIDLINES

1.5.1 DOCUMENT VERSION CONTROL

VERSION | AUTHOR DATE PAGES REMARKS

SECTIONS
AFFECTED
Approved per Council
1.0 2012/31/05 | All Resolution 85/05/2012
dated 31 May 2012
1.6 APPROVAL

The ASSET MANAGEMENT POLICY AND PROCEDURES document has
been approved by the Council and will take effect as from 1 June 2012,

subject to future reviews.
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CHAPTER 1: DEFINITIONS

A fixed asset is defined in GRAP 17 as a tangible item of property, plant or equipment
held by the Municipality for use in the productions or supply of goods or services, for
rental to others, or for administrative purposes, and which is expected to be used during
more than one reporting period (financial year).

A fixed asset is thus an asset, either movable or immovable, under the control of the
Municipality, and from which the Municipality reasonably expects to derive economic
benefits, or reasonably expects to use in service delivery, over a period extending
beyond one financial year.

To be recognized as a fixed asset, an asset must also meet the criteria referred to in
Chapters 13, 14 and 15 below.

An asset held under a finance lease, shall be recognized as a fixed asset, as the
Municipality has control over such an asset even though it does not.own the asset.

The definitions regarding fixed assets as prescribed. in the applicable accounting
standards are the accepted definitions and are to be applied in the management, control
and reporting on fixed assets.

Other definitions:

Carrying Amount The amount at which an asset is included in the Annual
Financial Statements (Statement of financial position) after
deducting any.. accumulated - depreciation and any
impairment losses thereon.

Cost The amount of cash or cash equivalents paid or the fair
value of the other consideration given to acquire an asset
at the time of its acquisition and/or construction.

Fair Value The amount for which an asset could be exchanged or a
liability settled between knowledgeable, willing parties in
an arm’s length transaction.

GRAP Standards of Generally Recognized Accounting Practice

IAS International Accounting Standards

MFMA Refers to the Local Government: Municipal Finance
Management Act

CFO Chief Financial Officer

MM Municipal Manager

HOD Head(s) of Department(s)

UMSOBOMVU Municipality the Municipality

PPE Property, Plant & Equipment
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CHAPTER 2: RESPONSIBILITIES

Municipal Manager

As accounting officer of the Municipality, the MM shall be the principal custodian of all
the Municipality’s fixed assets, and shall be responsible for ensuring that the ASSET
MANAGEMENT Policy and Procedures are scrupulously applied and adhered to.

Chief Financial Officer
The CFO shall be the responsible person of the fixed asset register of the Municipality,
and shall ensure that a complete, accurate and up-to-date electronic FAR is maintained.

No amendments, deletions or additions to the FAR shall be made other than by the CFO
or by an official acting under the written instruction of the CFO.

Verify assets in possession of the Municipality annually ‘during the course of the financial
year.

Report all losses, where applicable, to the Council.

Head of Department: Human Resources

The HOD Human Resources shall ensure that no monies are paid out on termination of
services without receiving the asset resignation form, signed off by the relevant Head(s)
of Department(s).

All Head(s) of Department(s) / End Users

HOD shall ensure:

e That all officials adhere to the approved Asset Management Policies and
Procedures.

e That an employee with delegated authority has been nominated to implement and
maintain physical control over assets in his/her Department. The CFO has to be
notified who this responsible person-is. Although authority has been delegated, the
responsibility to ensure adequate physical control over each asset remains with the
HOD.

e That the assets are properly maintained in accordance with their respective asset
maintenance policies.

e That assets and/or inventory items are not used for private gain.

e That all assets and attractive items are reflected in the FAR.

That the CFQ is notified of any changes in the status of an asset under the HOD’s
control. This must be done in the prescribed form(s) and timetable(s).

e That on termination of services by an official, all relevant assets (portable and
attractive items) are collected and an asset resignation form is been issued.

CHAPTER 3: FORMAT OF FIXED ASSET REGISTER

The FAR shall be maintained in the format determined by the CFO, which format shall
comply with the requirements of GRAP and any other accounting requirements which
may be prescribed.

The FAR shall reflect (as minimum) the following information:
. a brief but meaningful description of each asset
o the date on which the asset was acquired or brought into use
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U the location of the asset

o the department(s) or vote(s) within which the assets will be used

o the title deed number, in the case of fixed property

. the stand number, in the case of fixed property

o where applicable, the identification number, as determined in compliance with
Chapter 10 below

. the original cost, or the revalued amount determined in compliance with Chapter
25 below, or the fair value or current placement cost (CRC) if no costs are
available

o the (last) revaluation date of the fixed assets subject to revaluation

. the revalued value of such fixed assets

o who did the (last) revaluation

o accumulated depreciation to date

. the depreciation charge for the current financial year

o the carrying value of the asset

o the method and rate of depreciation

o impairment losses incurred during the financial year (and the reversal of such
losses, where applicable)

o the source of financing

o the current insurance arrangements

. whether the asset is required to perform basic municipal services. ( Not specified
under GRAP 17)

o the date on which the asset is disposed of
the disposal price

o the date on which the asset is retired from use,.if not disposed of.

All HODs under whose-controlany fixed asset falls shall provide the CFO in writing with
any information required to compile the FAR, and shall advise the CFO in writing, within
24 hours of any material change which may occur in respect of such information.

A fixed Asset shall be capitalized, that is; recorded in the FAR, as soon as it is acquired.
All necessary approved orders and invoices must be kept safe in an “additions file”. If
the asset is constructed over a period of time, it shall be recorded as work-in-progress
until it'is available for use, where afterit shall be appropriately capitalized and unbundled
(infrastructure) as per GRAP 17 as a fixed asset.

A fixed asset shall remain in the FAR for as long as it is in physical existence or
disposed. The fact that a fixed asset has been fully depreciated shall not in itself be a
reason for writing-off such an asset.

CHAPTER 4: CLASSIFICATION OF FIXED ASSETS

In compliance with the requirements of the National Treasury, the CFO shall ensure that
all fixed assets are classified under the following headings in the FAR and HOD shall in
writing provide the CFO with such information or assistance as is required to compile a
proper classification:

PROPERTY, PLANT AND EQUIPMENT

o land (developed and undeveloped)
o buildings (dwellings and non residential dwellings)
J infrastructure assets (assets which are part of a network of similar assets)
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U capital / infrastructure work in progress

other machinery and equipment, computer-, office equipment, furniture and
fittings

Motor Vehicles

heritage assets (cultural significant resources)

biological or cultivated assets

investment property

intangible assets

The CFO shall adhere to the classifications indicated in the annexure on fixed asset lives
(see Chapter 32 below), and in the case of a fixed asset not appearing in the annexure
shall use the classification applicable to the asset most closely comparable to the asset
in question.

CHAPTER 5: INVESTMENT PROPERTY

Investment assets shall be accounted for in terms of GRAP 16 & IAS 40 and shall not be
classified as PPE for purposes of preparing the Municipality’s statement of financial
position.

Investment assets shall comprise land or buildings (or parts of buildings) or both held by
the Municipality, as owner or as lessee under a finance lease, to earn rental revenues or
for capital appreciation or both.

Investment assets shall be recorded in the FAR in the same manner as other fixed
assets, but a separate section of the FAR shall be maintained for this purpose.

Investment assets shall not be depreciated, but shall be annually valued on balance
sheet date to determine their fair (market) value. Investment assets shall be recorded in
the balance sheet at such fair value. Adjustments to the previous year’s recorded fair
value shall be accounted for as either gains (revenues) or losses (expenses) in the
accounting records of the department or service controlling the assets concerned.

An expert valuator shall be engaged by. the municipality to undertake such valuations.

If the Council resolves to construct or develop a property for future use as an investment
property, such property shall in every respect be accounted for as an ordinary fixed
asset until it is ready for its intended use — where after it shall be reclassified as an
investment asset.

CHAPTER 6: FIXED ASSETS TREATED AS INVENTORY

Any land or buildings owned or acquired by the Municipality with the intention of selling
such property in the ordinary course of business, or any land or buildings owned or
acquired by the Municipality with the intention of developing such property for the
purpose of selling it in the ordinary course of business, shall be accounted for as
inventory, and not included in either PPE or Investment Property in the Municipality’s
statement of position.

Such inventories shall, however, be recorded in the FAR in the same manner as other
fixed assets, but a separate section of the FAR shall be maintained for this purpose.
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CHAPTER 7: RECOGNITION OF HERITAGE ASSETS IN THE FIXED ASSET
REGISTER

If no original costs or fair values are available in the case of one or more or all heritage
assets, the CFO may, if it is believed that the determination of a fair value for the assets
in question will be a laborious or expensive undertaking, record such asset or assets in
the FAR without an indication of the costs or fair value concerned.

For balance sheet purposes, the existence of such heritage assets shall be disclosed by
means of an appropriate note.

CHAPTER 8: RECOGNITION OF DONATED ASSETS

Where a fixed asset is donated to the Municipality, or a fixed asset is acquired by means
of an exchange of assets between the Municipality and one or more other parties, the
asset concerned shall be recorded in the FAR at its fair. value, as determined by the
CFO.

CHAPTER 9: SAFEKEEPING OF ASSETS

Every HOD shall be directly responsible for the physical safekeeping of any fixed asset
controlled or used by the department.in question.

In exercising this responsibility, every HOD shall adhere to any written directives issued
by the CFO to the department in question, or generally to all departments, in regard to
the control of or safekeeping of the Municipality’s fixed assets.

CHAPTER 10: IDENTIFICATION OF FIXED ASSETS

The MM shall ensure that the Municipality maintains a fixed asset identification system
which shall be operated in conjunction. with its electronic FAR.

The identification system shall be determined by the MM, acting in consultation with the
CFO and other HOD, and shall comply with any legal prescriptions, as well as any
recommendations of the Auditor-General as indicated in the Municipality’s audit
report(s), and shall be decided upon within the context of the Municipality’s budgetary
and human resources.

Every HOD shall. ensure that the asset identification system approved for the
Municipality is scrupulously applied in respect of all fixed assets controlled or used by
the department in question.

CHAPTER 11: PROCEDURE IN CASE OF LOSS, THEFT, DESTRUCTION, OR
IMPAIRMENT OF FIXED ASSETS

Every HOD shall ensure that any incident of loss, theft, destruction, or material
impairment of any fixed asset controlled or used by the department in question is
promptly reported in writing to the CFO, to the internal auditor, and — in cases of
suspected theft or malicious damage — also to the South African Police Service.
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CHAPTER 12: CAPITALISATION CRITERIA: MATERIAL VALUE

Every HOD must ensure that any item with an estimated useful life of more than one
year, shall be reported to the CFO who shall decide whether the portability and
attractiveness of the item by its very nature, render it to theft or misplacing and whether
it is sufficiently portable to allow removal and if the need exists for the item to be
controlled and therefore be included in the FAR as a non-capital item and identified and
controlled in the manner as prescribed in Chapter 11. Every HOD shall ensure that the
existence of items referred to in this Chapter and which the CFO decided not to include
in the Fixed Asset Register shall be recorded on an asset stock sheet controlled by
himself or a person delegated to the task, and verified from time to time, and at least
once in every financial year, and any amendments which are made to such asset stock
sheet pursuant to such stock verifications shall be retained for audit purposes.

CHAPTER 13: CAPITALISATION CRITERIA: INTANGIBLE ITEMS

All intangibles assets must be recognized and included in the FAR. The following
servers as examples of intangible assets: computer software, servitudes, patents,
copyrights, motion picture films, customer lists, mortgage servicing rights, fishing
licenses, import quotas, franchises, customer or supplier relationships, customer loyalty,
market share and marketing rights.

CHAPTER 14: CAPITALIZATION CRITERIA: REINSTATEMENT, MAINTENANCE
AND OTHER EXPENSES

Only expenses incurred-in the enhancement of a fixed asset (in the form of improved or
increased services or benefits flowing from the use of such asset) or in the material
extension of the useful operating life of a fixed asset shall be capitalized.

Expenses incurred in the maintenance. or reinstatement of a fixed asset shall be
considered-as operating expenses incurred in ensuring that the useful operating life of
the asset concerned is attained, and shall not be capitalized, irrespective of the quantum
of the expenses concerned.

Expenses which are reasonably ancillary to the bringing into operation of a fixed asset
may be capitalized as part of such fixed asset. Such expenses may include but need
not be limited to import duties, forward cover costs, transportation costs, installation,
assembly and communication costs.

CHAPTER 15: MAINTENANCE PLANS

Every HOD shall ensure that a maintenance plan in respect of every new infrastructure
asset with a value of R100 000 (one hundred thousand rand) or more is promptly
prepared and submitted to the Council for approval.

If so directed by the MM, the maintenance plan shall be submitted to the Council prior to
any approval being granted for the acquisition or construction of the infrastructure asset
concerned.

The HOD controlling or using the infrastructure asset in question, shall annually report to
the Council, not later than in July, of the extent to which the relevant maintenance plan
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has been complied with, and of the likely effect which any non-compliance may have on
the useful operating life of the asset concerned. These plans must also form part of the
IDP & SDBIP.

CHAPTER 16: DEFERRED MAINTENANCE

If there is material variation between the actual maintenance expenses incurred and the
expenses reasonably envisaged in the approved maintenance plan for any infrastructure
asset (see part 16 above), the CFO shall disclose the extent of and possible implications
of such deferred maintenance in an appropriate note to the financial statements. Such
note shall also indicate any plans which the Council has approved in order to redress
such deferral of the maintenance requirements concerned.

If no such plans have been formulated or are likely to be implemented, the CFO shall re-
determine the useful operating life of the fixed asset in question, if necessary in
consultation with the HOD controlling or using such asset, and shall recalculate the
annual depreciation expenses accordingly.

CHAPTER 17: GENERAL MAINTENANCE OF FIXED ASSETS

Every HOD shall be directly responsible for ensuring that all assets (other than
infrastructure assets which are dealt with in part 16 and part 17 above) are properly
maintained and in a manner which will ensure that such assets attain their useful
operating lives.

CHAPTER 18: DEPRECIATION OF FIXED ASSETS

All fixed assets, except land and heritage assets, shall be depreciated — or amortised in
the case of intangible assets.

Depreciation may be defined as the monetary quantification of the extent to which a
fixed asset is used or consumed in the provision of economic benefits or the delivery of
services.

Depreciation shall generally take the form of an expense both calculated and debited on
a monthly basis against the appropriate line item in the department or vote in which the
asset is used or consumed.

However, depreciation shall initially be calculated from the day following the day in which
a fixed asset is acquired or — in the case of construction works and plant and machinery
— the day following the day in which the fixed asset is brought into use, until the end of
the calendar month’concerned. Thereafter, deprecation charges shall be calculated
annually and estimated monthly.

Each HOD, acting in consultation with the CFO, shall ensure that reasonable budgetary
provision is made annually for the depreciation of all applicable fixed assets controlled or
used by the department in question or expected to be so controlled or used during the
ensuing financial year.

The procedures to be followed in accounting and budgeting for the amortization of
intangible assets shall be identical to those applying to the depreciation of other fixed
assets.
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CHAPTER 19: RATE OF DEPRECIATION

The CFO shall assign a useful operating life to each depreciable asset recorded on the
Municipality’s FAR. In determining such a useful life the CFO shall adhere to the useful
lives set out in the annexure to this document (see Chapter 33 below).

In the case of a fixed asset which is not listed in this annexure, the CFO shall determine
a useful operating life, if necessary in consultation with the HOD who shall control or use
the fixed asset in question, and shall be guided in determining such useful life by the
likely pattern in which the asset’'s economic benefits or service potential will be
consumed.

CHAPTER 20: METHOD OF DEPRECIATION

Except in those cases specifically identified in Chapter 23 below, the CFO shall
depreciate all depreciable assets on the straight-line. method of depreciation over the
assigned useful operating life of the asset in.question. Please see attached our
methodology on how the depreciation is calculated.

CHAPTER 21: AMENDMENT OF ASSET LIVES AND DIMINUTION IN THE VALUE
OF FIXED ASSETS

Only the CFO may amend the useful operating life assigned to any fixed asset, and
when any material amendment occurs the CFO shall inform. the Council of such
amendment.

The CFO shall amend the useful operating life-assigned to-any fixed asset if it becomes
known that such asset has been materially impaired or improperly maintained to such an
extent that its useful operating life will not be attained, or any other event has occurred
which materially affects the pattern in which the asset’s economic benefits or service
potential will be consumed.

If the value of afixed asset has been diminished to such an extent that it has no or a
negligible further useful operating life or value such fixed asset should be derecognized
in the financial year in‘'which such diminution in value occurs.

Similarly, if a fixed asset has been lost, stolen or damaged beyond repair, it should be
derecognized in the financial year in which such event occurs, and if the fixed asset has
physically ceased to exist, it shall be written off the FAR.

In the all the foregoing instances, the additional depreciation expenses shall be debited
to the department or vote controlling or using the fixed asset in question.

CHAPTER 22:
CREATION OF NON-DISTRIBUTABLE RESERVES FOR FUTURE DEPRECIATION

The CFO shall ensure that in respect of all fixed assets financed from the Municipality’s
Asset Financing Reserve, or from Grants or Subsidies or Contributions received from
other spheres of government or from the public at large, as well as in respect of fixed
assets donated to the Municipality, a non-distributable reserve for future depreciation is
created equal in value to the capitalised value of each fixed asset in question.
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The CFO shall thereafter ensure that in the case of depreciable fixed assets an amount
equal to the monthly depreciation expenses of the fixed asset concerned is transferred
each month from such non-distributable reserve to the Municipality’s appropriation
account. Where there is a difference between the budgeted monthly depreciation
expenses and the actual total depreciation expenses for each financial year, the CFO
shall appropriately adjust the aggregate transfer from the non-distributable reserve for
the year concerned.

[Please Note the following:

As per GRAP, we can’t show Capital Replacement Reverse (CRR) separate in the
Annual financial Statement as the forms part of the Accumulated surplus in the
Statement of Financial Position. If the CFO and management decide to still use
this as a management tool, management must indicate to us what was the assets
that was bought be using the CRR and also supply the carry values of these asset
items.

We suggest that this chapter be taken out of the Asset Management Policy as this
does not form part of GRAP accounting].

CHAPTER 23: CARRYING VALUES OF FIXED ASSETS

All fixed assets shall be carried in the FAR, and appropriately recorded in the annual
financial statements, at their original.cost or fair value or current replacement cost less
any accumulated depreciation.

The only exceptions to this rule shall be re-valued assets (see Chapter 25 below) and
Heritage Assets in respect of which no value is recorded in the fixed asset register (see
Chapter 7 above).

CHAPTER 24: REVALUATION OF FIXED ASSETS

All land and buildings recorded in the-Municipality’s FAR shall be re-valued with the
adoption by the municipality of each new valuation roll (or, if the land and buildings
concerned fall within the boundary of another municipality, with the adoption by such
municipality of each new valuation roll):

The CFO shall adjust the carrying value of the land and buildings concerned to reflect in
each instance the value of the fixed asset as recorded in the valuation roll, provided the
CFO is satisfied that such value reflects the fair value of the fixed asset concerned.

The CFO shall also, where applicable, create a revaluation reserve for each such fixed
asset equal to the difference between the value as recorded in the valuation roll and the
carrying value of the fixed asset before the adjustment in question.

The fixed asset concerned shall, in the case of buildings, thereafter be depreciated on
the basis of its re-valued amount, over its remaining useful operating life, and such
increased depreciation expenses shall be budgeted for and debited against the
appropriate line item in the department or vote controlling or using the fixed asset in
question.

The CFO shall ensure that an amount equal to the difference between the new
(enhanced) monthly depreciation expense and the depreciation expenses determined in
respect of such fixed asset before the revaluation in question is transferred each month

Umsobomvu Municipality
Policy & Procedures



from the revaluation reserve to the Municipality’s appropriation account. An adjustment
of the aggregate transfer shall be made at the end of each financial year, if necessary
(see Chapter 23 above).

If the amount recorded on the valuation roll is less than the carrying value of the fixed
asset recorded in the fixed asset register, the CFO shall adjust the carrying value of
such asset by apply impairment of the fixed asset in question by an amount sufficient to
adjust the carrying value to the value as recorded in the valuation roll. Such additional
impairment expenses shall form a charge, in the first instance, against the balance in
any revaluation reserve previously created for such asset, and to the extent that such
balance is insufficient to bear the charge concerned, an immediate additional charge
against the department or vote controlling or using the asset in question.

Re-valued land and buildings shall be carried in the fixed asset register, and recorded in
the annual financial statements, at their re-valued® amount, less accumulated
depreciation (in the case of buildings).

CHAPTER 25: VERIFICATION OF FIXED ASSETS

The CFO shall at least once during every financial year undertake a comprehensive
verification of all fixed assets controlled or used by the Municipality.

The results of such verification will be reported to every HOD who shall promptly and
fully report in writing to the CFO in the format determined by the CFO on all the fixed
assets not verified during such fixed asset verification.

Asset verifications shall be undertaken and completed as closely as possible to the end
of each financial year and the resultant report shall be submitted to the MM / Council by
not later than 31 July.of the year in question.

CHAPTER 26: ALIENATION OF FIXED ASSETS

In compliance with.the principles and prescriptions of the MFMA, the transfer of
ownership of any fixed asset shall be fair, equitable, transparent, competitive and
consistent with the Municipality’s supply chain management policy.

Every HOD shall report in writing to the CFO on 31 October and 30 April of each
financial year on all fixed assets controlled or used by the department concerned which
such HOD wishes to alienate by public auction or public tender. The CFO shall
thereafter consolidate the requests received from the various departments, and shall
promptly report such consolidated information to the MM recommending the process of
alienation to be adopted.

The Council shall ensure that the alienation of any fixed asset with a carrying value
equal to or in excess of R1,000.00 (one thousand rand) takes place in compliance with
Section 14 of the Municipal Finance Management Act, 2004 (see Chapter 33 below).

Once the fixed assets are alienated, the CFO shall arrange for the appropriate updating
of the FAR.

If the proceeds of the alienation are less than the carrying value recorded in the FAR,
such difference shall be recognised as a loss in the income statement of the department
or vote concerned. If the proceeds of the alienation, on the other hand, are more than

Umsobomvu Municipality
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the carrying value of the fixed asset concerned, the difference shall be recognised as a
gain in the income statement of the department or vote concerned.

All gains realised on the alienation of fixed assets shall be appropriated annually to the
Municipality’s Asset Financing Reserve (except in the cases outlined below), and all
losses on the alienation of fixed assets shall remain as expenses on the income
statement of the department or vote concerned. If, however, both gains and losses arise
in any one financial year in respect of the alienation of the fixed assets of any
department or vote, only the net gain (if any) on the alienation of such fixed assets shall
be appropriated.

Transfer of fixed assets to other municipalities, municipal entities. (whether or not under
the municipality’s sole or partial control) or other organs of state.shall take place in
accordance with the above procedures, except that the process of alienation shall be by
private treaty.

CHAPTER 27: OTHER WRITE-OFFS OF FIXED ASSETS

A fixed asset, even though fully depreciated shall. be written off only on the
recommendation of the HOD controlling orusing the asset concerned, and with the
approval of the Council.

Every HOD shall report to the CFO on 31 October and 30 April of each financial year on
any fixed assets which such HOD wishes to have written off, stating in full the reason for
such recommendation. The CFO shall consolidate all such reports, and shall promptly
submit a recommendation to the MM and/or Council (depending on the carrying value)
on the fixed assets to be written off.

The only reasons for writing off fixed assets, other than the alienation of such fixed
assets, shall be the loss, theft, and destruction or material impairment of the fixed asset
in question.

In every instance where a not fully depreciated fixed asset is written off, the CFO shall
immediately debit to such department or vote, as additional depreciation expenses, the
full carrying value of the asset concerned (see also Chapter 21).

CHAPTER 28: REPLACEMENT NORMS

Every HOD shall report to the CFO on 31 December of each financial year on any fixed
assets which such HOD wishes to replace, stating in full the reason for such
recommendation. The CFO shall consolidate all such reports, and shall promptly submit
a recommendation to the Council on the fixed assets to be written off.

The only reasons for replacement off fixed assets, other than the alienation of such fixed
assets, shall be the loss, theft, and destruction or material impairment of the fixed asset
in question. This Chapter provides for the replacement of motor vehicles, furniture and
fittings, computer equipment, and any other appropriate operational items as well as for
the replacement of fixed assets which are required for service delivery but which have
become uneconomical to maintain or have become outdated in terms of available
technology.
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CHAPTER 29: INSURANCE OF FIXED ASSETS

The MM shall ensure that all movable fixed assets are insured at least against fire and
theft, and that all Municipal Buildings are insured at least against fire and allied perils.

The CFO shall annually determine the premiums payable by the departments or votes
after having received a list of the fixed assets and insurable values of all relevant fixed
assets from the HOD concerned.

The MM shall recommend to the Council, after consulting with the CFO, the basis of the
insurance to be applied to each type of fixed asset: either the carrying value or the
replacement value of the fixed assets concerned. Such recommendation shall take due
cognisance of the budgetary resources of the Municipality.

The CFO shall annually submit a report to the Council on-any reinsurance cover which it
is deemed necessary to procure for the Municipality’s self-insurance reserve.

CHAPTER 30: BIOLOGICAL ASSETS

Accounting for biological assets shall take place in accordance with the requirements of
GRAP 101 & IAS 41.

The CFO, in consultation with the. HOD concerned, shall ensure that all biological
assets, such as livestock and crops, are valued at 30 June each year at fair value less
estimated point-of-sales costs. Such valuation shall be undertaken by a recognised
valuator in the line of the biological assets concerned. Any losses on such valuation
shall be debited to the department or vote concerned as an operating expense, and any
increase in the valuation shall be credited to the department or vote concerned as
operating revenue.

If any biological asset is lost, stolen or destroyed, the matter — if material — shall be
reported in writing by the HOD concerned in‘exactly the same manner as though the
asset werean ordinary fixed asset.

Records of the details of biological assets shall be kept in a separate section of the FAR
or in a separate accounting record altogether and such details shall reflect the
information which the CFQO, in consultation with the HOD concerned and the internal
auditor, deems necessary for accounting and control purposes.

The CFO shall annually<insure the Municipality’s biological assets, in consultation with
the HOD concerned, provided the Council considers such insurance desirable and
affordable.

CHAPTER 31: FIXED ASSET CATEGORIES & LIVES
Please see attached the amended EUL.

(In brackets the estimated useful life in years in each case).
LAND

Developed Land (N/A)
Undeveloped Land (N/A)
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BUILDINGS
Dwellings

Caravan Parks

Children’s Homes

Homes for the Aged

Hostels

Mobile Homes

Places of Safety

Residences (personnel) including garages and parking
Recreational / (Holiday) accommodation

Non-Residential Dwellings

Bus Terminals

Bus Shelters

Civic Theatres

Clinic and Community Health Facilities

Community Centres and Public Entertainment Buildings
Driver and Testing Centres

Industrial Buildings

Laboratories

Museum and Art Galleries

Office Buildings (inclusive of air conditioning system)
Public Parking

Police Station and associated buildings

Railway and associated buildings

Stadiums

Taxi Ranks

Sport and Recreational facilities (fields; clubhouses, etc)
Non-Residential Perimeter Protection

Ablution / Public Facilities

Carports

Workshop / Stores

Market / Shops

INFRASTRUCTURE ASSETS
Electricity

Cooling towers

Mains

Meters Pre-Paid

Meters Credit

Electricity Supply / Reticulation
Transformers

Lines Underground

Lines Overhead

Cables

Substation Switchgear
Substation Equipment Outdoors

Umsobomvu Municipality
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Substation Equipment GIS
Substation Equipment Indoors
Electrical Panels

Electrical Telemetry

Electricity Perimeter Protection
Structure for Electrical Purposes
Public Lighting

Roads

Bridges Vehicle Concrete

Bridges Vehicle Steel

Bridges Pedestrian Concrete

Bridges Pedestrian Steel

Bridges Railway Concrete

Bridges Railway Steel

Bridges Reinforced Retaining Walls Earth
Bridges Reinforced Retaining Walls Concrete
Bridges Expansion and Construction Joints
Storm Water Culverts Concrete

Storm Water Drains Earthworks

Storm Water Drains Concrete Lining
Storm Water Stop Banks

Storm Water Pipes

Roads Kerbs and Channels

Roads Municipal Tar Layer

Roads Municipal Tar Surface

Roads Municipal-Concrete Layer

Roads Municipal Concrete Surface
Roads Municipal Gravel Surface

Roads National Tar Layer

Roads National Tar Surface

Roads National Concrete Layer

Roads National Concrete Surface

Roads National Gravel Surface

Roads - continued

Roads Provincial Tar Layer
Roads Provincial-Tar Surface
Roads Provincial Concrete Layer
Roads Provincial Concrete Surface
Roads Provincial Gravel Surface
Roads Crash Barriers

Roads Retaining Walls

Roads Pedestrian Footpaths
Roads Street Lighting

Roads Traffic Islands

Roads Traffic Lights

Roads Traffic Signs

Roads Paved Layer

Roads Paved Surface
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Water

Dams Structure Concrete

Dams Structure Earth

Dams Electrical & Mechanical

Water Meters

Stand Pipes

Water Metalwork (ladders, handrails, weirs)
Pump Stations Structure

Pump Stations Electrical

Pump Stations Mechanical

Pump Stations Perimeter Protection
Reservoirs Structure

Reservoirs Electrical

Reservoirs Mechanical

Reservoirs Perimeter Protection
Water Supply / Reticulation
Underground Chambers Valves
Underground Chambers Meters
Underground Chambers Transition
Underground Chambers Other
Water Purification Works Structure
Water Purification Works Electrical
Water Purification Works Mechanical
Water Purification Works Perimeter Protection
Water Purification Works Meters
Water Telemetry

Sewerage

Bulk Pipelines Rising Mains

Bulk Pipelines Gravity Mains

Sewer Pump Stations Structure

Sewer Pump Stations Electrical

Sewer Pump Stations Mechanical

Sewer Pump Stations Perimeter Protection
Sewer Pump Stations Metalwork

Sewers / Reticulation

Water Purification' Works Structure

Water Purification Works Electrical

Water Purification Works Mechanical
Water Purification Works Perimeter Protection
Water Purification Works Meters

Solid Waste Disposal

Collection Vehicles
Collection Containers / Bins

~

NN SN TN TN SN SN TN TN N SN N TN TN N SN TN TN N N N N N N S
= NbhbDbOoOa=2=2DDDONDNPEPLRPAOAONDEPPPOOONDNDOI=
QOI10O1I 0O O 010 01001001000 U100 001000000
vvvvvvvvvvvvvvvvvvvvvvvvo

AN N TN TN N SN N N TN TN N N S
NP0 WONDERROOOOOC
O1O1O0O 0 01000100 0100
NN NN N N NN N N

Transfer Stations and Processing Facilities Structure

Transfer Stations and Processing Facilities Electrical

Transfer Stations and Processing Facilities Mechanical
Transfer Stations and Processing Facilities Perimeter Protection
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Landfill Site Earthmoving and Compact Equipment
Landfill Site Preparation

Landfill Site Structure

Landfill Site Weighbridge

Landfill Site Perimeter Protection

Railways

Railway Power Supply Units
Railway Sidings

Railway Tracks

Railway Signalling System
Railway Shunting Yards
Railway Perimeter Protection

Cemeteries

Cemeteries
Cemeteries Perimeter Protection

OTHER MACHINERY AND EQUIPMENT
Machinery and Equipment

Audio-visual Equipment

Building Air Conditioning Systems

Cellular Phones (over R5, 000)

Cellular Routers

Domestic Equipment (non kitchen appliances)

Power Distribution Equipment (Generators / Compressors)

Emergency / Rescue Equipment

Farm / Agricultural Equipment

Fire Fighting Equipment

Gardening Equipment

Irrigation Equipment

Kitchen Appliances

Laboratory Equipment

Laundry Equipment and Industrial Sewing Machines
Learning / Training Support and Library Material
Machines for Metallurgy

Machines for Quarrying

Machines for Textile Production

Medical and Allied Equipment

Musical Instruments

Photographic Equipment

Pumps, Plumbing, Purification and Sanitation Equipment

Radio Equipment

Road Construction and Maintenance Machinery and Equipment

Saddles and other Tack

Security Equipment / Systems — Fixed
Security Equipment / Systems — Moveable
Sport and Recreational Equipment
Survey Equipment
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Telecommunications Equipment (5)
Tents, Flags and Accessories (10)
Woodworking Machinery and Equipment (10)
Workshop Equipment and loose tools — Fixed (10)
Workshop Equipment and loose tools — Movables (5)

Furniture and Office Equipment

Advertising Boards (5)
Air Conditioners (individual fixed and portable) (5)
Cutlery and Crockery (10)
Domestic and Hostel furniture (15)
Linen and Soft Furnishing (10)
Office Equipment (including fax machines) (7)
Office Furniture (7)
Paintings, Sculptures and Ornaments (10)
Computer Equipment
Computer Hardware including operating systems (5)
Computer Networks (10)
Transport Assets
Busses (15)
Cycles (7)
Emergency Vehicles (10)
Mobile Clinic (15)
Motor Vehicles (Sedan, Hatch and LDV) (7)
Railway Rolling Stock (15)
Trailers and accessories (10)
Trucks (7)
Watercraft (10)
HERRITAGE ASSETS
Land of Historic or Specific Significance (N/A)
Culturally Significant Building (N/A)
National Monuments (N/A)
National Parks / Reserves (N/A)
Paintings (N/A)
Sculptures (N/A)
Municipal Jewelry (N/A)
Works of Art (N/A)
Other antiques or collections (N/A)
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BIOLOGICAL OR CULTIVATED ASSETS
INTANGIBLE ASSETS

CHAPTER 32: PARAPHRASE OF SECTION 14 OF THE MUNICIPAL FINANCE
MANAGEMENT ACT 2003

The Municipality may not alienate any capital asset required to provide a minimum level
of basic municipal services, unless the provisions of the Act is followed.

The Municipality may alienate any other capital asset, but provided

o the Council, in a meeting open to the public, has first determined that the asset is
not required to provide a minimum level of basic municipal services, and
o The Council has considered the fair market value of the asset and the economic

and community value to be received in exchange for the asset.

ANNEXURES
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1.1

1.2

1.3

3.1

3.2

3.3

3.4

3.5

Preamble

Council accepts and acknowledges its Constitutional duties towards the community
of the Municipality.

Council further acknowledges that in order to deliver services in a sustainable
manner, the said delivery of service will have to be conducted within Councils
financial and administrative capacity.

Council therefore accepts its duty to prepare financial statements that truly reflects
the financial position of the Municipality.

Debt associated with ownership of property (Rates accounts).

Debt raised by Council for the services rendered to registered owners of the
property/land - Property Rates will be written-off when the property is disposed of in
the liquidation process and if the proceeds do not cover the outstanding debt, the
balance can then be written-off as irrecoverable, and for owners who are registered
indigent consumers iro the balance when the registration is approved.

Metered Services Debt.

Debt owed to Council due to consumed metered services, i.e. Water and Electricity
consumption and all other services levied monthly, will be regarded as irrecoverable
in the following instances:

Where the consumer is untraceable;

If the debt has prescribed:;

Insolvent estates;

Where the consumer passed away.

Where the consumer is an approved registered indigent iro debt before the
registration.



4.1

4.2

4.3

6.1

6.2

6.3

Sundry Debt.

Debt owed to Council arising from auxiliary services rendered by Council will be
regarded as irrecoverable in the following instances:

Where the debtor is untraceable;
If the debt has prescribed;

Where the consumer passed away

Steps to be taken before writing-off debt.

Before any debt can be written-off, all the applicable actions as contained in the
approved Credit and Debt collection policy of Council should have been
executed/implemented. However, there will be special cases where the Credit and
Debt collection policy will not be implemented and replaced by other available
administrative procedures.

Special cases.

The allocation.of stands and now recently RDP houses by the Directorate Planning
and Development, has in some instances resulted in debt raised for the property in
the name of the person allocated the house, but who never took occupation due to
either one of the following reasons:

Occupation taken up by illegal occupants;
Failure to inform the rightful owner about the allocation;

Alteration of allocation not effected in Council records;

In the above-mentioned cases there will never be a need to implement the Credit

and Debt collection policy; therefore write-off should take place immediately when the
Directorate involved in the allocation of property issues a memorandum that confirms
the above. Furthermore the write-off should be effected and later reported to Council
for notification purposes.

Amounts above R1 000.00.

The writing off of individual debt above one thousand rand (R1 000.00) will be
effected only after the approval of Council, and the writing off of individual debt



amounting to one thousand rand (R1 000.00) and below will be effected after the
approval of both the Municipal Manager and Chief Financial Officer.
Bad Debts Recovered.

The approval of Council for the write-off of any debt does not mean that actions to
recover the money will be terminated, however further actions will be instituted
depending on the costs involved and if debt is recovered it will be recorded in the
financial records of Council as recovered.

Interest.

Interest levied on accounts as a result of an error from Council’s side will be written-
off.
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Investment Policy

1. SCOPE OF POLICY

Municipal investment practice is guided by several influencing sources, including legislation, IMFO

recommendations and local municipal policy.

Investment of surplus cash is subject to certain restrictions, such as investments being allowed only at
approved banking institutions, the maximum amount that may be held at any one such institution, the
term of said investment, the method of placement and the payment of commission for placement of an

investment.

This policy will aim to outline the above mention procedures concerning investments at the

Umsobomvu Municipality.

2. OBJECTIVES

The council of the municipality is the trustee of the public revenues, which it collects, and it therefore
has an obligation to the community to ensure that the municipality’s cash resources are managed
effectively and efficiently. The council therefore has a responsibility to invest these public revenues
knowledgeably and judiciously, and must be able to account fully to the community in regard to such

investments.

The investment policy of the municipality is therefore aimed at gaining the optimal return on
investments, without incurring undue risks, during those periods when cash revenues are not needed
for capital or operational purposes. The effectiveness of the investment policy is dependent on the
accuracy of the municipality’s cash management programme, which must identify the amounts surplus

to the municipality’s needs, as well as the time when and period for which such revenues are surplus.

3. LEGAL FRAMEWORK

This policy will be implemented within the legal framework of the constitution and relevant

national legislation outlined hereunder.

e Constitution of the RSA, (Act 108 0f 1996)
e The Local Government Municipal Systems Act, 2000 (Act No. 32 of 2000)

e The Local Goverment Municipal Finance Management Act 2003 (Act 56 of 2003)
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A paraphrase of the provisions of the Municipal Finance Management Act is attached as

Annexure I to this policy.

4. PRESCRIBED FRAMEWORK AND APPROVED INSTITUTIONS

4.1 Prescribed framework

The Minister, acting with the concurrence of the Cabinet member responsible for local government,

may prescribe a framework within which municipalities must—
(a) conduct their cash management and investments; and
(b) invest money not immediately required.
4.2 List of approved institutions
Those approved for the placement of municipal investments are:
e ABSA
e FIRST RAND
e NEDCOR GROUP
e STANDARD BANK

The municipal council may place further restrictions on approved institutions, but will not place funds
at institutions excluded from those approved. Further restrictions will include the prerequisite that an
approved institution must have an established operation and be commercially active in the municipal

district.

5. SURPLUS CASH

Surplus cash will be defined as the excess funds available to a municipality, which are not required to
meet short-term obligations, and which safely may be withdrawn from current cash reserves without

jeopardising the municipality’s daily operational capability.

Investment of surplus cash presupposes that cash is transferred from the current account to an
investment account, for periods of between 30 to 120 days. No investment will be held for more than
365 days without conforming to certain public notification procedures. No investment with a tenure

exceeding twelve months shall be made without the prior approval of the accounting officer.
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6. CASH MANAGEMENT

6.1 Cash Management Programme

The chief financial officer shall:
e prepare an annual estimate of the municipality’s cash flows divided into calendar months, and
e shall update this estimate on a weekly basis

The estimate shall indicate when and for what periods and amounts surplus revenues may be invested,
when and for what amounts investments will have to be liquidated, and when — if applicable — either

long-term or short-term debt must be incurred.

Managers of departments shall in this regard furnish the chief financial officer with all such information
as is required, timely and in the format indicated. The chief financial officer shall report to the Council
at every ordinary council meeting the cash flow estimate or revised estimate for such month or
reporting period respectively, together with the actual cash flows for the month or period concerned,
and cumulatively to date, as well as the estimates or revised estimates of the cash flows for the

remaining months of the financial year, aggregated into quarters where appropriate.

The cash flow estimates shall be divided into calendar months, and in reporting the chief financial
officer shall provide comments or explanations in regard to any significant cash flow deviation in any
calendar month forming part of such report. Such report shall also indicate any movements in respect
of the municipality’s investments, together with appropriate details of the investments concerned. Each

draft annual budget, when table, will be accompanied by:
e projection of cash flows for the budget year by revenue source, divided in to calendar months
e details of municipality’s investments.

These documents will be made public and comments will be invited from the community.

6.2 Bank Accounts

The Accounting Officer is responsible for the management of the municipality’s bank accounts, but may
delegate this function to the chief financial officer. The Accounting Officer and chief financial officer are
authorised at all times to sign cheques and any other documentation associated with the management

of such accounts. The Accounting Officer, in consultation with the chief financial officer, is authorised
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to appoint two or more additional signatories in respect of such accounts, and to amend such
appointments from time to time. All payments other than petty cash disbursements must be made
through the municipality’s bank account(s). The Accounting Officer shall open a bank account for

ordinary operating purposes, and shall further maintain a separate account for each of the following;:
e the administration of the external finance fund and
e of the asset financing reserve (if these accounts are legally permissible).
One or more separate accounts shall also be maintained for the following:
e capital receipts in the form of grants, donations or contributions from whatever source;
e trust funds; and
e the municipality’s self-insurance reserve (if legally permissible).

In determining the number of additional accounts to be maintained, the Accounting Officer, in
consultation with the chief financial officer; shall have regard to the likely number of transactions
affecting each of the accounts referred to. Unless there are compelling reasons to do otherwise, and the
council expressly so directs, all the municipality’s bank aceounts shall be maintained with the same
banking institution to ensure pooling of balances for purposes of determining the interest payable to the

municipality.

The Accounting Officer shall invite bids for the placing of the municipality’s bank accounts within six
months after the election of each new council, such new banking arrangements to take effect from the
first day of the ensuing financial year. However, such bids may be invited at any earlier stage, if the
Accounting Officer, in consultation with the chief financial officer, is of the opinion that the services
offered by the municipality’s current bankers are materially defective, or not cost-effective, as the case

may be, agrees to the invitation of such bids.

A bank where the municipality at the end of the financial year holds a bank account, or held a bank
account at any time during such financial year, must, within 30 days after the end of such financial year,
notify the Auditor- General, in writing, of such bank account, indicating the type and number of the
account, and the opening and closing balances of that account in that financial year. The bank must also
promptly disclose any information regarding the account when so requested by the national treasury or
the Auditor-General. A bank, insurance company or other financial institution which the end of the
financial year holds, or at any time during the financial year held, an investment for the municipality,

must, within 30 days after the end of that financial year, notify the Auditor-General, in writing, of that
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investment, including the opening and closing balances of that investment in that financial year. Such
institution must also promptly disclose any information regarding the investment when so requested by

the national treasury or the Auditor-General.
6.3 Revenue collection

All monies due to the municipality must be collected as soon as possible, either on or immediately after
due date, and banked on a daily basis.

The respective responsibilities of the chief financial officer and other heads of departments in this
regard will be defined in a code of financial practice approved by the accounting officer in consultation
with the chief financial officer.

The unremittant support of and commitment to the municipality’s credit control policy, both by the
council and the municipality’s officials, is an integral part of proper cash collections, and by approving
the present policy the council pledges itself to such support and commitment.

6.4 Payment to Creditors

The chief financial officer shall ensure that all tenders and quotations invited by and contracts entered
into by the municipality stipulate payment terms favourable to the municipality, that is, payment to fall
due not sooner than the conclusion of the month following the month in which a particular service is
rendered to or goods are received by the municipality. This rule shall be departed from only where
there are financial incentives for the municipality to-effect earlier payment, and any such departure
shall be approved by the chief financial officer before any payment is made.

In the case of small, micro and medium enterprises, where such a policy may cause financial hardship
to the contractor, payment may be effected at the conclusion of the month during which the service is
rendered or within fourteen days of the date of such service being rendered, whichever is the later. Any
such early payment shall be approved by the chief financial officer before any payment is made.

Notwithstanding the foregoing policy directives, the chief financial officer shall make full use of any
extended terms of payment offered by suppliers and not settle any accounts earlier than such extended
due date, except if the chief financial officer determines that there are financial incentives for the
municipality to do so.

The chief finaneial officer shall not ordinarily process payments, for accounts received, more than once
in each calendar month, such processing to take place on or about the end of the month concerned.
Wherever possible, payments shall be effected by means of electronic transfers rather than by cheques.

Special payments to creditors shall only be made with the express approval of the chief financial officer,
who shall be satisfied that there are compelling reasons for making such payments prior to the normal

month end processing.
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6.5 Petty Cash

The CFO will determine the maximum amount and the nature of the petty cash disbursements, as well
as manage allocation of all petty cash floats. All payments other than petty cash disbursements will be

made through the municipality’s bank account.
6.6 Inventory

Effective stores (inventory) administration is an important facet of cash management. Such a policy will
obviate over-investment in inventory and guard against proliferation of sub-stores as this can lead to

wastage due to, redundancy, loss, theft, impairment and obsolescence.

7. PROCEDURES FOR INVITATION AND SELECTING OF BIDS

The chief financial officer shall be responsible for investing the surplus revenues of the municipality,
and shall manage such investments in consultation with the Accounting Officer as the case may be, and
in compliance with any policy directives formulated by the council and prescriptions made by the

Minister of Finance and Treasury.

In making such investments the chief financial officer, shall at“all times have only the best
considerations of the municipalityin mind, and, except for the outcome of the consultation process with
Accounting Officer, as the case may be, shall not accede to any influence by or interference from
councillors, investment agents or institutions or any other outside parties. Any gift received by any

employee of the municipality should be declared to council.

The Municipality is currently operating in accordance with the above-mentioned guidelines and
investment periods are normally limited to 120 days. Written quotations are obtained from the
approved institutions on a monthly basis and funds are invested at the institution quoting the highest
interest rate. An investment account is held at each of these institutions in order to earn the highest
possible interest rate. At the end of each investment term, the balance of the investment account is

evaluated and any additional funds are included in the amount re-invested.
7.1  Roles and responsibilities

Accountability and transparency in the investment management process are the specific responsibility
of the financial management function. No external investment managers will be used by the
municipality. The person responsible for municipal investments will do so in a manner as if the

investment was his own and he/ she will be a person of prudence, discretion and intelligence.
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Before making any call or fixed deposits, the chief financial officer or official delegated by him/her, shall
obtain quotations from at least three financial institutions. Given the volatility of the money market, the
chief financial officer, shall, whenever necessary, request quotations telephonically, and shall record in
an appropriate register the name of the institution, the name of the person contacted, and the relevant
terms and rates offered by such institution, as well as any other information which may be relevant (for
example, whether the interest is payable monthly or only on maturity, and so forth).Details of the
proposed investment will be submitted to the CFO(if above mentioned task was delegated to an official)
and Accounting Officer for approval. Once the best investment terms have been identified, written
confirmation of the telephonic quotation must be immediately obtained (by facsimile, e-mail or any
other expedient means). Any monies paid over to the investing institution in terms of the agreed
investment shall be paid over only to such institution itself and not to any agent or third party. Once the
investment has been made, the chief financial officer shall ensure that the municipality receives a
properly documented receipt or certificate for such investment, issued by the institution concerned in

the name of the municipality.

The accounting officer must further ensure that the municipality’s available working capital is managed

effectively and economically in terms of the prescribed cash. management and investment framework.

8. IVESTMENT PRINCIPLES

8.1 Limiting exposure

Risk management principles advise investors to spread their risk in a reasonable manner. Limited to
approve institutions or instruments means that risk is'already reduced to those perceived to be the most
stable at that time. Council shall not place investments in excess of a specified limit determined by
councilywhich may be varied from time to time, at any one approved banking institution, unless such
excess be authorised by the Accounting Officer, having due regard to the circumstances, and limiting
the duration of such excess to a maximum of 14 ( fourteen) days. Investment limits will be guided by the
amounts of surplus cash available for investment, the risk to cash demand profile of the municipality,

and the perceived risk-to-return ratio in the local investment market.

Risk management will also take into account the fact that comparative rates of return and investment
cycles may combine to cause limits to be exceeded for short periods, with justifiable reason. Surplus
cash may be received shortly before an existing investment matures and the interest rate offered by that
bank may be significantly more favourable than other banks in the same market. Exceeding the
investment limit will be managed within acceptable parameters, such as a maximum excess quantum

(amount or percentage), a maximum time period and a minimum interest rate differential.



Investment Policy

8.2 Commission Disclaimer

All investments made on the basis of placement certificates will verify the amount, term, interest rate,

interest due, maturity date and method of payment of interest.

Certificates will individually state that no commission has been paid to any party for the placement of
the investment with that institution. Where individual certificates do not meet this requirement a

general statement to that effect from the relevant institution will be obtained.

Any official or person connected with the municipality who receives a commission for placement of

investments with an institution will be guilty of misconduet and be liable to prosecution.
8.3 Investment Term

Investments will generally be of a short-term nature, varying between 30 and 120 days. The best rates
will be obtained in this way. Cash flow and liquidity positions will be managed by packaging

investments in smaller amounts and maturity dates will be linked to operational peak periods.

Lower interest rates received for medium term investment will be justified by the nature of the
investment for example when held as contra security by the bank for other guarantees (e.g. housing
loan security) or when held as cash backing for a specific fund, such as the personnel leave payment

reserve.

From time to time it may be in the best interests of the municipality to make longer-term investments
in secure stock-issued by the national government, Eskom or any other reputable parastatal or
institution; or by another reputable municipality. In such cases the chief financial officer, must be
guided by the best rates of interest pertaining to the specific type of investment, which the municipality

requires, and to the best and most secure instrument available at the time.

No investment with a tenure exceeding twelve months shall be made without the prior approval of the
executive mayor and without guidance having been sought from the municipality’s bankers or other

credible investment advisers on the security and financial implications of the investment concerned.

10
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8.4 Investment Placement

Investments will be placed on the basis of once-off quotations of money market rates at the time of

placing surplus funds.

Each locally approved banking institution eligible for such investment trade will be contacted
telephonically and asked to quote their current treasury rates for the relevant amount and term of
placement. Banks will be required to respond on such quotes within a given time to enable the

placement to be done by midday.

Surplus funds will be placed depending on the banks’ responses and quoted rates, without any attempt

to trade one bank off against another in order to secure better interest rates.
The investment advice reflecting all relevant details will be compiled and submitted to the CFO and the

Accounting Officer for authorisation and execution

8.4.1 Types of investments:

The Umsobomvu Municipality may use different types of investments to ensure that the investment will
be of optimal benefit to the municipality either long-term or short term: In such cases the chief financial
officer will be guided by the best rates of interest pertaining to the specific type of investment and to the

best and most secure instrument available at the time.
The following investment types may be utilised:

e Call & Fixed Deposits

e Money market

¢ Property

e Capital projects

e Municipal bonds
8.5 Interest on investments

The interest accrued on all the municipality’s investments shall, in compliance with the requirements of
generally accepted municipal accounting practice, be recorded in the first instance in the municipality’s
current account as ordinary operating revenues, and may thereafter be appropriated, at the end of each

month, to the fund or account in respect of which such investment was made. Council, when making the

11
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investment shall inform the institution of the manner in which accrued interest is to be paid. All

interest earned on Council investments shall be credited to Council’s current account.

Accrued interest on active investments shall, unless otherwise specified by the Accounting Officer, be
paid on the last working day of each month. Closing interest shall be paid with the maturing capital on

the expiry date.

In the case of the external finance fund, the chief financial officer may reduce the amount which must

annually be invested to redeem any particular loan by the amount of interest so accrued.

If the accrual of interest to the external finance fund, unutilised capital receipts and trust funds results
in a surplus standing to the account of any such funds, that is; an amount surplus to the resources
required in respect of such funds or accounts, such surplus amount shall be credited by the chief

financial officer to the appropriation account and re-appropriated to the asset financing reserve.
8.6 Control over investments

The chief financial officer shall ensure that proper records are kept of all investments made by the
municipality. Such records shall indicate the date on which the investment is made, the institution with
which the monies are invested, the amount of the investment, the interest rate applicable, and the
maturity date. If the investment is liquidated at a date other than the maturity date, such date shall be
indicated.

The chief financial officer-shall ensure that all interest and capital properly due to the municipality are
timeously received, and shall take appropriate steps or cause such appropriate steps to be taken if
interest or capital is not fully or timeously received.

The chief financial officer shall ensure that all investment documents and certificates are properly
secured in a fireproof safe with segregated control over the access to such safe, or are otherwise lodged
for safekeeping with the municipality’s bankers.

9. RAISING OF DEBT

The municipal manager is responsible for the raising of debt, but may delegate this function to the chief
financial officer, who shall then manage this responsibility in consultation with the municipal manager.
All debt shall be raised in strict compliance with the requirements of the Municipal Finance
Management Act 2003, and only with the prior approval of the council.

Long-term debt shall be raised only to the extent that such debt is provided for as a source of necessary
finance in the capital component of the approved annual budget or adjustments budget.

Short-term debt shall be raised only when it is unavoidable to do so in terms of cash requirements,

whether for the capital or operating budgets or to settle any other obligations, and provided the need for
such short-term debt, both as to extent and duration, is clearly indicated in the cash flow estimates

12
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prepared by the chief financial officer. Short-term debt shall be raised only to anticipate a certain long-
term debt agreement or a certain inflow of operating revenues.

10. RISK MANAGEMENT

Although the objective of the chief financial officer in making investments on behalf of the municipality
shall always be to obtain the best interest rate on offer, this consideration must be tempered by the
degree of risk involved in regard to both the financial institution and the investment instrument

concerned.
This policy will aim to protect against the following risks:
e Fraudulent transactions
e Mismanagement of cash, investments and inventory
e Non-performance because of inadequate cash flows
e Reputational damage caused by late, incomplete or non-payment of creditors

No investment shall be made with an institution where the degree of risk is perceived to be higher than
the average risk associated with investment institutions. Deposits shall be made only with registered

deposit-taking institutions.

No investment will be made for speculation purposes but exclusively for sound investment.
Investments will be ‘made with primary regard to the liquidity needs of the municipality and to the

probable income derived from the investment. Risk control will include the following:

e The municipality will liquidate an investment that no longer has the minimum acceptable rating

as specified in this poliey.
e The municipality will ensure that all investments are with credit—worthy institutions.

e The municipality will take all reasonable steps to diversify its investment portfolio across

institutions, types and/maturities.

e All investment will be made in the Municipalities name and the municipality is not allowed to

borrow money for investment purposes.
e Accurate , complete and up-to-date cash management programme will ensure that:
- Fraudulent activities in payments and receipts are promptly detected

- Emergence of cash flow problems timeously identified

13
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- Proper budgetary management is possible
- Allows assessment of effectiveness of credit control and revenue collection
- Indicates whether other organs of state and outside institutions are properly meeting their

obligations to the municipality

11. REPORTING AND MONITORING

The Municipal Finance Management Act, 2003 prescribes that all investments made by municipalities
be subject to prescriptions to be set by National Treasury, and that all investments so made are to be

notified to National Treasury by both the investing municipality and the accepting institution.

Therefore internal documentation prescribed by treasury control will be prepared for each individual
investment, reflecting the relevant investment details and the register entry number. These documents
will be signed by the CFO and the Accounting Officer as authorisation for the investment. A copy will be
placed on the relevant file and National Treasury will be notified of the investment within 10 working
days. The original document will be filed in the investments register and matched with the institution’s

certificate. A copy of said certificate will be placed on the archive file with the investment instruction.

A report will be submitted by the CFO to the Accounting Officer and the Council describing the portfolio
of the municipality’s investment at month end. This report will be submitted within 10 working days

from the end of the month.
The following will be set out in the monthly investment report:
e Market value of the investment at the beginning of the reporting period
¢ . Changes to the investment portfolio during period
e Market value of investment at month end
e Interest received in the reporting period on investment
The following documents must accompany each tabled draft annual budget (inter alias):
« a projection of cash flows for the budget year by revenue source, divided into calendar months

« municipality’s investment particulars

14
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12. CONTRA ALLOCATION OF INTEREST EARNED

Where funds are received from other authorities and applied to specific functions or tasks such as roads
maintenance, the municipality will isolate such funds and allocate interest earned on investments to the

funding principal if stated per allocation conditions.

Contra interest allocations will take into account funds received from the principal, the period held and
any expenditure incurred on such account, with interest being credited at the average investment rate

earned for the relevant period.

The interest accrued on a specific investment may be used to finance development projects of the

municipality.

Before commencement of this type of investment the CFO must report on the following matters to the

Accounting Officer for approval:
e Type of project
e Outcomes of project
¢ Amount needed for project
e Institution where investment will be made
e Time frame of the investment
e Interest rate of investment
e Amount to be allocated to the project
e  Risk assessment of investment
e Riskassessment of the project

e Motivational report from Project Manager

13. REVIEW

This investment policy will be reviewed annually during the budget process by the Accounting Officer in
concurrence with all new legislation applicable. The reviewed policy will be implemented at the

beginning of each financial year.

15



Investment Policy

ANNEXURE 1I: PARAPHRASE OF REQUIREMENTS OF MUNICIPAL FINANCE
MANAGEMENT ACT NO 56 OF 2003

Note: In terms of Section 60(2) of the Municipal Systems Act No. 32 of 2000 the council may delegate
the authority to take decisions on making investments on behalf of the municipality only to the mayor,
or chief financial officer. The foregoing policy is based on the assumption that such authority has been
delegated to the chief financial officer.

SECTION 7: OPENING OF BANK ACCOUNTS

Every municipality must open and maintain at least one bank account. This bank account must be in
the name of the municipality, and all monies received by the municipality must be paid into this bank
account or accounts, promptly and in accordance with any requirements that may be prescribed.

A municipality may not open a bank account:

« otherwise than in the name of the municipality;
« abroad; or
- with an institution not registered as a bank in terms of the Banks Act 1990.

Money may be withdrawn from the municipality’s bank account only in accordance with the
requirements of Section 11 of the present Act.

SECTION 8: PRIMARY BANK ACCOUNT

Every municipality must have a primary bank account, and if the municipality has only one bank
account that account is its primary bank account. If the municipality has more than one bank account, it
must designate one of those bank accounts as its primary bank account.

The following must be paid into the municipality’s primary account:

« all allocations to the municipality;

« all income received by the municipality on its investments;

« all income received by the municipality in connection with its interest in
any municipal entity;

« all money collected by a municipal entity or other external mechanism
on behalf of the municipality, and;

« any other monies as may be prescribed.

The accounting officer of the municipality must submit to the national treasury, the provincial treasury
and the Auditor-General, in writing, the name of the bank where the primary bank account of the
municipality is held, and the type and number of the account. If the municipality wants to change its
primary bank account, it may do so only after the accounting officer has informed the national treasury
and the Auditor-General, in writing, at least 30 days before making such change.
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SECTION 9: BANK ACCOUNT DETAILS TO BE SUBMITTED TO PROVINCIAL
TREASURIES AND AUDITOR-GENERAL

The accounting officer of the municipality must submit to the provincial treasury and to the Auditor-
General, in writing, within 9o days after the municipality has opened a new bank account, the name of
the bank where the account has been opened, and the type and number of the account; and annually,
before the start of each financial year, the name of each bank where the municipality holds a bank
account, and the type and number of each account.

SECTION 10: CONTROL OF MUNICIPAL BANK ACCOUNTS

The accounting officer of the municipality must administer all the municipality’s bank accounts, is
accountable to the municipal council for the municipality’s bank accounts; and must enforce
compliance with Sections 7, 8 and 11 of the present Act.

The accounting officer may delegate the duties referred to above only to the municipality’s chief
financial officer.

SECTION 11: WITHDRAWALS FROM MUNICIPAL BANK ACCOUNTS

Only the accounting officer or the chief financial officer of the municipality (presumably where this
power has been appropriately delegated), or any other senior financial official of the municipality acting
on the written authority of the accounting officer, may withdraw money or authorise the withdrawal of
money from any of the municipality’s bank accounts. Such withdrawals may be made only to:

« defray expenditure appropriated in terms of an approved budget;

« defray expenditure authorised in terms of Section 26(4) (this Section deals with situations in which
the budget was not timeously approved, and the province has been compelled to intervene);

« defray unforeseeable and unavoidable expenditure authorised in terms of Section 29(1);

« in the case of a-bank account opened in terms of Section 12, make payments from the account in
accordance with Section 12(4);

- pay over to a person or organ of state money received by the municipality on behalf of such person or
organ of state, including money collected by the municipality on behalf of such person or organ of state
by agreement, or any insurance or other payments received by the municipality for such person or
organ of state;

« refund money incorrectly paid into a bank account;

» refund guarantees, sureties and security deposits;

« make investments for cash management purposes in accordance with Section 13;

« defray increased expenditure in terms of Section 31; or

» for such other purposes as may be prescribed.

(Note that Section 11(1) does not expressly provide for the withdrawal of monies to pay creditors, where
the relevant obligations arose in terms of the previous budget; to repay loans; or to repay consumer
deposits).

Any authorisation to a senior financial official to withdraw money or to authorize the withdrawal of
money from a bank account must be in accordance with the framework as may be prescribed. The
accounting officer may not authorise any official other than the chief financial officer to withdraw
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money or to authorise the withdrawal of money from the municipality’s primary bank account if the
municipality has a primary bank account which is separate from its other bank accounts.

The accounting officer must, within 30 days after the end of each quarter, table in the council a
consolidated report of all withdrawals made other than withdrawals to defray expenditure appropriated
in terms of the approved budget, and submit a copy of the report to the relevant provincial treasury and
the Auditor-General.

SECTION 12: RELIEF, CHARITABLE, TRUST OR OTHER FUNDS

No political structure or office bearer of the municipality may set up a relief, charitable, trust or other
fund of whatever description, except in the name of the municipality. Only the municipal manager may
be the accounting officer of any such fund.

A municipality may open a separate bank account in the name of the municipality for the purpose of
such relief, charitable, trust or other fund. Money received by the municipality for the purpose of such
fund must be paid into the bank account of the municipality, or if a separate bank account has been
opened for such fund, into that account.

Money in a separate account opened for such fund may be withdrawn from the account without
appropriation in terms of the approved budget, but only by or on the written authority of the accounting
officer, acting in accordance with decisions of the council, and for the purposes for which, and subject to
any conditions on which, the fund was established or the money in the fund was donated.

SECTION 13: CASH MANAGEMENT AND INVESTMENTS

The Minister, acting with the concurrence of the cabinet member responsible for local government, may
prescribe a framework within which municipalities must conduct their cash management and
investments, and invest money not immediately required.

A municipality must establish an appropriate and effective cash management and investment policy in
accordance with any framework that may be so prescribed.

A bank where the municipality at the end of the financial year holds a bank account, or held a bank
account at any time during such financial year, must, within 30 days after the end of such financial year,
notify the Auditor-General, in writing, of such bank account, indicating the type and number of the
account, and the opening and closing balances of that account in that financial year. The bank must also
promptly disclose any information regarding the account when so requested by the national treasury or
the Auditor-General.

A bank, insurance company or other financial institution which the end of the financial year holds, or at
any time during the financial year held, an investment for the municipality, must, within 30 days after
the end of that financial year, notify the Auditor-General, in writing, of that investment, including the
opening and closing balances of that investment in that financial year. Such institution must also
promptly disclose any information regarding the investment when so requested by the national treasury
or the Auditor-General.
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SECTION 17: CONTENTS OF ANNUAL BUDGETS AND SUPPORTING DOCUMENTS
The following documents must accompany each tabled draft annual budget (inter alia):

« a projection of cash flows for the budget year by revenue source, divided into calendar months
« particulars of the municipality’s investments.

SECTION 22: PUBLICATION OF ANNUAL BUDGETS

The accounting officer must make public, immediately after a draft annual budget is tabled, the budget
itself and all the prescribed supporting documents, and invite comments from the local community in
connexion with such budget (and documents).

SECTION 36: NATIONAL AND PROVINCIAL ALLOCATIONS TO MUNICIPALITIES

In order to provide predictability and certainty about the sources and levels of intergovernmental
funding for municipalities, the accounting officer of a national or provincial department and the
accounting authority of a national or provincial public entity responsible for the transfer of any
proposed allocations to a municipality, must by no later than 20 January of each year notify the
national treasury or the relevant provincial treasury as may be appropriate, of all proposed allocations
and the projected amounts of those allocations to be transferred to each municipality during each of the
next 3 financial years.

The Minister or the MEC responsible for finance in the province must, when tabling the national annual
budget in the national assembly or the provincial annual budget in the provincial legislature, make
public particulars of any allocations due to each municipality in terms of that budget, including the
amount to be transferred to the municipality during each of the next 3 financial years.

SECTION 37: PROMOTION OF CO-OPERATIVE GOVERNMENT BY MUNICIPALITIES

In order to enable municipalities to include allocations from other municipalities in their budgets and
to plan effectively for the spending of such allocations, the accounting officer of every municipality
responsible for the transfer of any allocation to another municipality, must, by no later than 120 days
before the start of its budget year, notify the receiving municipality of the projected amount of any
allocation proposed to be transferred to that municipality during each of the next 3 financial years.

SECTION 45: SHORT-TERM DEBT

The municipality may ineur short-term debt only in accordance with and subject to the provisions of the
present Act, and only when necessary to bridge shortfalls within a financial year during which the debt
is incurred, in expectation of specific and realistic income to be received within that financial year; or to
bridge capital needs within a financial year, to be repaid from specific funds to be received from
enforceable allocations or long-term debt commitments.

The council may approve a short-term debt transaction individually, or may approve an agreement with
a lender for a short-term credit facility to be accessed as and when required, including a line of credit or
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bank overdraft facility, provided that the credit limit must be specified in the resolution of the council;
the terms of the agreement, including the credit limit, may be changed only by a resolution of the
council; and if the council approves a credit facility limited to emergency use, the accounting officer
must notify the council in writing as soon as practicable of the amount, duration and cost of any debt
incurred in terms of such a credit facility, as well as the options available for repaying such debt.

The municipality must pay off short-term debt within the financial year in which it was incurred, and
may not renew or refinance short-term debt, whether its own debt or that of any municipal entity,
where such renewal or refinancing will have the effect of extending the short-term debt into a new
financial year.

SECTION 46: LONG-TERM DEBT
A municipality may incur long-term debt only in accordance with and subject to any applicable
provisions of the present Act, and only for the purpose of capital expenditure on property, plant or

equipment to be used for the purpose of achieving the objects of local government as set out in Section
152 of the Constitution; or refinancing existing long-term debt subject to the requirements of Section

46(5).

SECTION 47: CONDITIONS APPLYING TO BOTH SHORT-TERM AND LONGTERM DEBT
The municipality may incur debt only if the debt is denominated in rand and is not indexed to, or
affected by, fluctuations in the value of the rand against any foreign currency.

SECTION 64: REVENUE MANAGEMENT (EXCERPTS)

The accounting officer of the municipality is responsible for the management of the revenue of the
municipality.

The accounting officer, must, among other things, take all reasonable steps to ensure that all money
received dis promptly deposited in aceordance with the requirements of the present Act into the
municipality’s primary and other bank accounts.

The accounting officer must also ensure that all revenue received by the municipality, including revenue
received by any collecting agent on its behalf, is reconciled on at least a weekly basis.

The accounting officer must take all reasonable steps to ensure that any funds collected by the
municipality on behalf of another organ of state are transferred to that organ of state at least on a
weekly basis, and that such funds are not used for purposes of the municipality.

SECTION 65: EXPENDITURE MANAGEMENT (EXCERPTS)

The accounting officer of the municipality is responsible for the management of the expenditure of the
municipality.

20



Investment Policy

The accounting officer must take all reasonable steps to ensure, among other things, that payments
made by the municipality are made direct to the person to whom they are due, unless agreed otherwise
for reasons as may be prescribed, and either electronically or by way of non-transferable cheques,
provided that cash payments and payments by way of cash cheques may be made for exceptional
reasons only, and only up to a prescribed limit.

The accounting officer must also ensure that all money owing by the municipality is paid within 30 days
of receiving the relevant invoice or statement, unless prescribed otherwise for certain categories of
expenditure.

The accounting officer must further ensure that the municipality’s available working capital is managed
effectively and economically in terms of the prescribed cash management and investment framework.

REVISION CHECKLIST

Approved per Council Resolution 34/05/2013 dd 31 May 2013
Reviewed per Council Resolution 90/05/2014 dd 30 May 2014
Reviewed per Council Resolution 3/05/2015 dd 25 May 2015
Reviewed per Council Resolution 03/06/2016 dd 31 May 2016
Reviewed per Council Resolution 03/03/2017 dd 31 May 2017
Reviewed per Council Resolution ../../2019 dd ... 2019
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1. Definitions

For the purposes of this policy, unless the context otherwise indicates —

“account holder” means any person who is due to receive a municipal account, which includes a user of pre-
paid electricity or water;

“annual budget” means the budget approved by the municipal council for any particular financial year, and
includes any adjustments to such budget;

“applicant” means a person who applies for the supply of municipal services;

“arrears” means any amount that the consumer and or owner was billed for and which was not paid in full on
the account payment due date and is therefore regarded as outstanding the day following the account payment
due date;

“billing” means invoicing on a municipal account to an account holder of an amount or amounts payable for
rates, metered services, other municipal charges, levies, fees, fines, taxes, or any other amount or amounts
payable arising from any other liability or obligation;

“consumer” means the occupier of any premises to which the municipality has agreed to supply or is actually
supplying municipal services, or if there is no occupier, then any person who has entered into a service
agreement with the municipality for the supply of municipal services to such premises, or, if there.be no such
person, then the owner of the premises, and “domestic:.consumer” or “domestic user” of municipal services
means the person or household to which municipal services are rendered in respect of residential property;
“consumer price index” means the consumer price index (CPIX) as determined and gazetted by the South
Bureau of Statistics;

“Council” means the Council of the Umsobomvu Municipality (or any setvice provider to the municipality);
“credit control” means all the functions relating to the collection of revenue;

“customer management” means the focusing on the account holder’s needs in a responsive and proactive
way to encourage payment and thereby limiting the need for enforcement;

“customer service centre” means and serves as —

(a) an office where an applicant. may apply for services and enter into a service agreement with the
municipality;

(b) an office where an account holder may settle an account or may make pre-payment for services;

(© a credit screening point where the credit assessment of an applicant can be processed; or

(d) an office where an account holder-may query or yerify accounts and metered consumption, and may

communicate grievances, inquiries, recommendations-and other relevant issues to the municipality and from
where the response from the municipality can be conveyed to the account holder;
“due date” means the date specified as such on a municipal account despatched from the offices of the
responsible officer for any charges payable and which is the last day allowed for the payment of such charges;
“interest” means an amount calculated at a rate determined by the municipality on a municipal account in
arrears;
“land reform beneficiary”, in relation to a property, means a person who —
(a) acquired the property through the provision of the Land and Assistance Act, 1993
(Act 126 of 1993);
(b) acquired the property through the provision of the Restitution of Land Rights Act, 1994 (Act 22 of 1994);
(c) holds the property subject to the Communal Property Associations Act, 1996
(Act 29 of 1996); or
(d) holds or acquires the property in terms of such other land tenure reform
legislation as may be enacted,;
“local community” or “community”, in relation to the municipality, means that body of persons comprising
the residents of the municipality, the ratepayers of the municipality, any civic, non-governmental, private sector
or labour organisations or bodies involved in local affairs within the municipality, and visitors and other people
residing outside the municipality who, because of their presence in the municipality, make use of services or
facilities provided by the municipality;
“market value” in relation to a property means the value of the property as determined in accordance with
section 46 of the Property Rates Act, 2004 (Act 6 of 2004);



“minor tariffs” means all tariffs, charges, fees, rentals or fines levied or imposed by the municipality in respect
of services, other than major services, supplied, and includes services incidental to the provision of the major
services, but does not include tariffs for major services;
“month” means one of 12 months of a calendar year;
“municipal account” means an account rendered on which is billed an amount or amounts payable to the
municipality for rates, metered services, other municipal charges, levies, fees, fines, interest, taxes or any other
amount or amounts payable arising from any other liability or obligation;
“municipal entity” means —

(a) a company, co-operative, trust, fund or any other corporate entity established in
terms of any applicable national or provincial legislation, and which operates under
the ownership or control of one or more municipalities; or

(b) a service utility;
"municipality” means the Municipality of Umsobomvu, and includes any political structure, political office
bearer, Councillor, duly authorised agent thereof or any employee thereof acting in connection with this by-law
by virtue of a power vested in the municipality and delegated or sub-delegated to such political structure,
political office bearer, municipality or, agent or employee;
“municipal manager” means the person appointed in terms of section 82 of the Local Government:
Municipal Structures Act, 1998 (Act 117 of 1998);
“municipal property” includes a property owned by a municipal entity;
“multiple purposes”, in relation to a property, means the use of a property for more than one purpose;
“municipal services” means those metered services and other municipal services for which payment is
required by the municipality;
“municipal tariff” means a tariff for services which the municipality sets for the provision of a service to the
local community, such as a tariff set for major services or a minor tariff, and includes a surcharge on such
service;
“occupier” means any person who occupies any premises or part thereof without regard to the title under
which the person occupies, and includes —

(a) any person in actual occupation of those premises;
(b) any person legally entitled to occupy those premises;
(©) in the case of those premises being subdivided and let to lodgers or various tenants, the person receiving

the rent payable by such'lodgers or tenants whether on'the person’s own account or as agent for any person
entitled thereto or intetested therein;
(d) any person having the charge or management of those premises, and includes the agent of any such
person when the person is absent from the Republic of South Affrica or his or her whereabouts are unknown;
and
(e) the owner of those premises;
“officer” means an employce of the municipality or any other person who is specifically authorised thereto by
the munieipality to perform any act, function or duty in terms of, or exercise any power under this policy;
“organ of state” means an organ of state as defined in section 239 of the Constitution;
“owner”, in relation to —
(a) a property referred to in paragraph (a) of the definition of “property”, means a
person in whose name ownership of the property is registered;
(b) a right referred to in paragraph (b) of the definition of “property”’, means a person
in whose name the right is registered;
(c) a land tenure right referred to in paragraph (c) of the definition of “property”,
means a person in whose name the right is registered or to whom it was granted in
terms of legislation; and
(d) public service infrastructure referred to in paragraph (d) of the definition of
“property”’, means the organ of state which owns or controls that public service
infrastructure as envisaged in the definition of “publicly controlled”,
however, the municipality may, for the purposes of the Property Rates Act, 2004
(Act 6 of 2004), regard as the owner of a property —
(i) in the case of a property in a trust, but excluding state trust land, a trustee,;
(ii) in the case of a property in a deceased estate, an executor or administrator;
(iii) in the case of a property in an insolvent estate or in liquidation, a trustee or liquidator;



(iv) in the case of a property in the estate of a person under judicial management, a judicial manager;

(v) in the case of a property in the estate of a person under curatorship, a curator;

(vi) in the case of a property that is subject to a usufruct or other personal servitude, a person in whose name a
usufruct or other personal servitude is registered;

(vii) in the case of a property that is registered in the name of the municipality and is leased by it, a lessee; and

(viii) in the case of a property sold by the municipality and of which possession was given to the buyer pending
registration of ownership in the name of such buyer, a buyer;

“permitted use”, in relation to a property, means the limited purposes for which the property may be used in
terms of any restrictions imposed by a condition of title, a provision of the municipality’s town planning or land
use scheme, or any legislation applicable to any specific property or properties, or any alleviation of any such
restrictions;

“person” includes a legal person and an organ of state;

“preferred customer” means a person who may be granted special concessions by the municipality;
“premises” means any piece of land, the external surface boundaries of which are delineated on —

(a) a general plan or diagram registered in terms of Land Survey, Act of 1927 (Act 9 of 1927), or in terms of
the Deeds Registry, Act of 1937 (Act 47 of 1937); or

(b) a sectional plan registered in terms of the Sectional Titles Act;, 1986 (Act 93 of 1986), which is situated
within the area of jurisdiction of the municipality;

(©) and includes any other land and any building or structure above or below the surface of any land;
“property” means —

(a) immovable property registered in the name of a person, including in the case of a sectional title scheme a
sectional title unit registered in the name of a person;

(b) a right registered against immovable property in the name of the person, but excluding a mortgage bond
registered against the property;

(c) a land tenure right registered in the name of a person or granted to a person in terms of legislation, such as a
“land reform beneficiary”’; and

(d) public service infrastructure;

“publicly controlled” means owned by or otherwise undet the control of an organ of state, including a public
entity listed in the Public Finance Management Act, 1999 (Act 1 of 1999), a municipality, or a municipal entity;
“public service infrastructure” means publicly controlled infrastructure of the following kinds:

(a) national, provincial‘or other public roads on which goods, services or labour move across a municipal
boundary;

(b) water or sewer pipes, ducts or other conduits, dams, water supply reservoirs, water treatment plants or
water pumps forming part of a watet or sewer scheme setvicing the public;

(c) power stations, powet sub-stations or power lines forming part of an electricity scheme serving the public;

(d) gas of liquid fuel plants or refineties or pipelines for gas or liquid fuel forming part of the scheme for
transpofting such fuels;

(e) railway lines forming part of a national railway system;

(f) communication towers, masts, exchanges and lines forming part of a communication system serving the
public;

(g) runways or aprons at national or provincial airports;

(h) breakwaters, scawalls, channels, basins, quay walls, jetties, roads, railway or infrastructure used for the
provision of water, lights, power, sewerage or similar services of ports, or navigational aids comprising
lighthouses, radio navigational aids, buoys, beacons or any other device or system used to assist the safe and
efficient navigation of vessels;

(i) any other publicly controlled infrastructure as may be prescribed by as law; and

(j) rights of way, easements or servitudes in connection with infrastructure mentioned in paragraphs (a) to (i);
“rate” means a municipal rate on property as envisaged in section 229(1)(a) of the Constitution;

“rateable property” means property on which the municipality may in terms of section 2 of the Property Rates
Act, 2004, levy a rate, but excludes property fully excluded from the levying of rates in terms of section 17 of
that Act, but includes any rights registered against such property, with the exception of a mortgage bond;
“ratepayer” means a person who is liable to the municipality for the payment of rates on property in the
municipality, any other tax, duty or levy imposed by the municipality, or fees for services provided either by the
municipality or in terms of a service delivery agreement, or a combination of the above;



“rebate”, in relation to a rate payable on a property, means a discount granted in terms of section 15 of the
Property Rates Act, 2004 on the amount of the rate payable on the property;

“residential property” means a property included in the valuation roll as residential in terms of section 48(2)(b)
of the Property Rates Act, 2004;

“revenue” means all monies due to the municipality and to which the municipality has the right to exact and to
enforce payment of, irrespective of the reason for or the origin of its factuality;

“sectional title scheme” means a scheme as defined in section 1 of the Sectional Titles Act, 1986 (Act 95 of
1980);

“sectional title unit” means a unit as defined in section 1 of the Sectional Titles Act, 1986 (Act 95 of 1980);
“state trust land” means land owned by the state and held in trust for persons communally inhabiting the land
in terms of a traditional system of land tenure, over which land tenure rights have been registered or granted, or
which is earmarked for disposal in terms of the Restitution of Land Rights, 1994 (Act 22 of 1994);

“tampering” means any unauthorised interference with the municipality’s supply, seals and metering equipment
and “tamper” has a corresponding meaning;

“target” means realistic targets which may be set by the municipality ; and

“tariffs for major services” means tariffs set for the supply and consumption or usage of major services;
“unreliable customer” includes an account holder, who according to his or her payment record fails to settle
his or her municipal account by the due date or who is in arrears with payments due to eouncil or who tampers
or interferes with metering equipment, seals or the supply of municipal services.

CHAPTER 1
CUSTOMER CARE PRINCIPLES, OBJECTIVES AND IMPLEMENTATION, AND
DIFFERENTIATION

2. Customer care principles, and objectives
1 The municipality aims —
(a) to move progressively towards the social and economic apliftment of the community in
harmony with its natural environment;
(b) to provide basic services that are affordable to all its people, and specifically to the poor and

disadvantaged, provided that, where applicable, service fees, rates, metered services, other
municipal charges, levies, fees, fines, interest, taxes or any other amount or amounts payable,
arising from any other liability or obligation, are‘paid for;

(©) to engage the active participation of the community in the municipality’s affairs, in particular in
planning, service delivery and performance management;

(d) to provide efficient, effective and transparent administration that conforms to constitutional
principles;

(e to ensure that the municipality is financially and economically viable; and

® to create a harmonious relationship between the municipality and the community through the
acknowledgement of reciprocal rights and duties;

2 The municipality by this policy, within the scope and spirit of the Constitution, the Local Government

Municipal Systems Act, 2000 (Act 32 of 2000), and the Property Rates Act, 2004 (Act 6 of 2004) and any
amendments theteto, gives effect to the principles underlying and expressed in these Acts, and therefore
designs, regulates on and implements —

(a) a customer care and management system which has as purpose —
(@) to‘create a positive and reciprocal relationship between the municipality and an account
holder;
(i) to establish mechanisms for an account holder to give feedback to the municipality
regarding the quality of the services and the performance of the municipality;
(i)  to ensure that reasonable steps are taken to inform an account holder of the costs

involved in service provision, the reasons for payment of service fees, and the manner in
which monies raised from the services provided, are utilised;

(iv) to ensure, where the consumption of services has to be measured, that reasonable steps
are taken to measure the consumption by individual account holders of services through
accurate and verifiable metering systems;



(2)
(b)

©

(b)

©

v) to ensure that an account holder receives regular and accurate accounts that indicate the
basis for calculating the amounts due;

(vi) to provide accessible mechanisms for an account holder to query or verify a municipal
account and metered consumption and appeal procedures which allow the account
holder to receive prompt redress for inaccurate accounts;

(vi)  to provide accessible mechanisms for dealing with complaints from an account holder,
together with prompt replies and corrective action by the municipality, and to provide
mechanisms to monitor the response time and efficiency of the municipal’s actions; and

(viii)  to provide for accessible pay points and other mechanisms for settling an account or for
making pre-payments for services;

credit control and debt collection mechanisms and procedures which aim to ensure, subject to

the Act and other legislation, that all money that is due and payable, from whatever source or

cause, to the municipality, is collected; and

structures for tariffs and rates.

Municipal Manager responsible officer

The Municipal Manager —

is responsible to the Council for the implementation and enforcement of the provisions of this policy;
must, for the purposes of paragraph (a) take the necessary.steps to implement and enforce the
provisions of this policy;

is accountable to the Council for the agreed performance targets as approved by the Council, and for
these purposes must —

@®

(if)
(iif)

(iv)
)

(vi)
(vi)

(vii)

(ix)

(xi)
(xi)

report to the Council on matters relating to this policy, including but not limited to —

(aa)  the effectiveness of administrative mechanisms, resources processes and procedures to
collect money that is due and payable to the municipality;

(bb)  billing information, including the number of account holders, accruals, cash-flow, and
customer management;

(cc)  the satisfaction levels of account holders regarding services rendered; and

(dd)  the effectiveness of the municipality’s indigence relief measures; and

at regular dntervals  meet with municipal officials with the aim of submitting a joint

recommendation on the policy to the Council;

where hecessary, propose steps to the Council'with the aim of improving the efficiency of the

credit control and debt collection mechanisms, processes and procedures;

where necessary, propose to the Council actions and adjustments to correct deviations;

establish effective communication channels between the municipality and account holders with

the aim of keeping account holders abreast of all decisions by the municipality that may affect

them;

establish customer service centres which are located in such communities as determined by the

municipality;

identify, appoint, and enter into agreements with suitable business concerns, institutions,

organizations, establishments or para-statal institutions to serve as agencies for the purposes of

this policy;

convey to account holders information relating to the costs involved in service provision, the

reasons for payment of service fees, and the manner in which monies raised from the services

are utilised, and may where necessary, employ the services of local media to convey such

information;

expedite the processing of complaints or inquiries received from an account holder and must

ensure that an account holder receives a response within a time determined by the municipality

and must monitor the response time and efficiency in these instances;

in line with the latest technological and electronic advances, endeavour to make 24-hour

electronic inquiry and payment facilities available to account holders;

encourage and bear on account holders, where needed, to settle outstanding accounts within the

ambit of this policy; and

with the consent of an account holder, enter into an agreement with the account holdet’s

employer to deduct from the salary or wages of the account holder —



(aa)  any outstanding amounts as may be agreed; or
(bb)  such regular monthly amounts as may be agreed, and may provide special incentives for
employers to enter into such agreements, and employees to consent to such agreements.

. Differentiation between customers and exemption

1) In accordance with the principles embodied in the Constitution and the provisions of sections 6 and 8 of
the Property Rates Act, 2004, and sections 74(3) and 75 of the Local Government: Municipal Systems
Act, 2000, the municipality differentiates between different categories of users and consumers in regard
to the tariffs which it levies, categories of ratepayers, account holders, customers, debtors, taxes, services,
service standards and other matters, however, such differentiation must atall times be reasonable, and
must be fully disclosed in each annual budget.

2 The municipality may, in writing, exempt an account holder, category of account holders, or other

persons from complying with a provision of this policy, subject to any conditions it may impose, if the

application or operation of that provision would be unreasonable, however the municipality or its

authorised agent may not grant exemption from any section of this policy that may result in —

(a) the wastage or excessive consumption of water or€lectricity;
(b) the evasion or avoidance of water or electricity festrictions;
(©) significant negative effects on public health,safety or the environment;
(d) the non-payment for services;
(e the installation of pipes and fittings which are not acceptable in terms of the municipality’s
prescribed standard; or
® any Act, or any regulation made under it, not being complied with.
3) The municipality or its authorised agent may at any time after giving written notice of at least 30 days,

withdraw any exemption given under subsection (2).

CHAPTER 2
SUPPLY OF MUNICIPAL SERVICES

Part 1
Application for supply and service agreements, credit screening, deposits, billing and payment, and
termination of service agreements

5. Application._for supply of municipal services, service agreements, credit control and
encouragement to pay arrear accounts
1) Any application for any supply of services to any premises must be made at the municipal offices at least

four working days prior to the service being required and must comply with the conditions determined
by the Municipal Manager or his or her nominated officer .

2 After the commencement of this policy and subject to the provisions of section 26 only the owner of a
property ot his or her duly authorised agent on his or her behalf may apply for municipal services to be
supplied to a property.

3) No services shall be supplied unless and until application has been made by the owner and a service

agreement in the format prescribed by the municipality has been entered into, signed and a deposit
provided for in section 7 has been paid.

“) An application for a supply for a period of less than one year is regarded as an application for a
temporary supply.
5) The following information must be included in the application form and disclosed by the applicant:

(i) Full name of applicant;

(i) Postal address and fixed abode;

(iii) Identity number and a photo-copy of the identity documents of both husband and wife, and if a
tenant also copies of the identity document of the owner is compulsory;

(iv)  Marital status;

V) Three recent references;

(vi)  Vehicle registration number if any;



©)

)

(8)

©)
(10)
(11)

(12)

(viij  Name, telephone number and address of next of kin not residing with applicant;
(viii)  Applicant’s home, work and cellular phone numbers;

(ix) If a tenant, the owner or representative must sign the application form for approval of the
services to be connected;

x) A service deposit paid in advance on request and before the services can be connected;

(xi)  The application forms must be completed in such a manner that it serves as an agreement with

the Council of which a copy must be handed to the applicant;

(xii)  The application forms must be filed for ease of future reference;

(xiii)  If the applicant cannot read or write he/she should be assisted with the completion of the form
and the agreement explained;

(xiv) A paragraph must be inserted whereby the owner will be held responsible for the debt if not paid
by the tenant;

(xv)  Previous address.

As the Code of Conduct for Councilors in terms of Schedule 1.of the Act does not make provision as in
the case of schedule 2 Section 12 of the Code of Conduct for Municipal staff members in respect of the
payment of arrears it will form part of this policy that a Council member of the Municipality may not be
in arrears to the Municipality for rates and service charges for a period longer that 3 months. The
Municipality may deduct any outstanding accounts from the Council member’s allowance after this
period.

Upon application for services the following should be obtained from the applicant:-

€] photocopies of identity documents. of both husband and wife and if the applicant is a tenant,
copies of the owner’s identity documentare compulsory;

(i) names and addresses of next of kin;

(i11) motor registration numbers;

(iv) the owner or representative of the owner has to sign the application form for approval of the
services to be connected;

V) the previous address should be stated for reference.

Where a service agteement with the municipality has'been entered into by the consumer, water and
electricity will be disconnected until:such time as a service agreement has been signed and the applicable
deposit paid;

New_consumer deposits for business and industrial consumers must be re-assessed three months after
the initial deposit date.

All other business and industrial deposits will be reviewed annually during the month of September each
year;

Whete electricity and/or water supply have been disconnected erroneously a written apology will be
dispatched within seven working days;

Where consumers fail to pay their water and electricity accounts by the due date, the following actions
should be taken:-

@) Final notices may be delivered or posted after the due date, and the final notice will contain a
notice that the client may arrange to pay the outstanding balance off in terms of the Credit
Control Policy;

(i) An Acknowledgement of Debt Agreement must be completed with all arrangements for paying

off arrear amounts. Copies must be handed to the client and filed on the Debt Agreement file;

(i)  The Acknowledgement of Debt must be signed within 48 hours after the receipt of the final
notice;

(iv)  Debit orders must be completed for the monthly payment of the agreed amount or at least the
current amount, as far as possible. If the arrangement is dishonored the full balance will
immediately become payable;

) Extension for the payment of arrears, together with the current accounts, should not exceed 36
months with first payment within 30 days of the date of agreement;

(vi) No interest will be charged on the arrear amount of such an agreement;



(vii)

(vii)

(x)
(%)

(x)
(xi)

(xiii)
(x1v)

(xv)

(xv1)

(xvii)

(xvii)

Only consumers with positive proof of identity or an authorized agent with a Power of Attorney
will be allowed to complete an “Acknowledgement of Debt;”

When cheques are returned “Refer to Drawer” where an arrangement has been made, the full
balance will immediately become payable. Electricity and/or water supply to such consumer will
be disconnected until the full amount is paid in cash or per bank guaranteed cheque;

No consumers will be allowed to enter into a second agreement if the first agreement was
dishonored, except in special merit cases;

Merit cases, where special circumstances prevail, must be treated individually and could, amongst
others, include the following categories:-

(a) Unemployed persons;

(b) Deceased estates;

(©) Liquidated companies or CC’s;

(d) Private persons under administration;

(e Outstanding enquiries on accounts for example; unallocated payments, water leaks,
journals, incorrect levies, etc.;

® Pensioners;

() Any other cases not mentioned which may be regarded as. merit cases due to

circumstances approved by the Chief Financial Officer.

Extension for payments of arrears in respect of merit cases should not exceed 60 months (5

years) or any other period in the discretion of the Chief Financial Officer.

With the first payment within 30 days of the date of the agreement.

(a) Only the Chief Financial Officer, the Deputy Chief Financial Officer or the Accountant
Income may make extensions and these cases must be supported by documentary proof.
Previous payment records will be taken into consideration when a decision with regard to
extensions is to be made.

When disconnections of electricity and/or water supply take place due to non-payment, the

consumer’s deposit will be adjusted to the curtrent minimum;

When services are illegally restored, criminal‘action will be taken if possible and an administrative

penalty as per the budget minor tariffs shall be levied;

Where water and electricity accounts remain outstanding or unpaid for more than 2 months, the

account will be handed over to Debt Collectors for collection and/or legal action to the

Attorneys and will be listed at the Information Trust Corporation. These clients will have to

make further atrangements at the Attorney and/or Debt Collectors, for the atrears account. The

current monthly accounts must be paid-difectly to the Municipality.

After a debtor has been handed over for collection, the case will not be withdrawn unless there

was a mistake or oversight on the part of the municipality.

Where a property is provided with a pre-paid electricity and or water meter and being in arrears,

the municipality has the option to either refuse sales, disconnect services or allocate 20% of the

purchases of electricity towards the arrears;

Where consumers fail to pay their accounts in respect of assessment rates, refuse, sewerage and

sundry charges and availability charges, the following action should be taken:-

(a) To recover the outstanding debts in respect of annual levies a 14 days’ notice must be
served-on the debtor during October each year informing the debtor that it is noted that
he/she has not paid the accounts and reminding him/her of the due date the account is
payable i.e. end of September;

(b) A final demand be served on the debtor early during October of each year informing
him/her that he/she has 7 days to pay the account after which he/she will be handed
over to the Attorneys for collection and that his/her name will be forwarded to the
Information Trust Corporation for listing;

(©) The same notification procedures must be followed as applicable to other services for
arrangements for paying off arrears;
(d) If a consumer is in arrears and an Acknowledgement of Debt Agreement has been

signed and the household income does not exceed R1 800.00 per month, and the Debt
Agreement is honoured, the levying of interest will be stopped to allow the consumer to
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eliminate the outstanding debt within 36 months or within a shorter period, as agreed by
the consumer.

Credit screening

The municipality may require of an applicant to submit information and documentary proof so as to
enable the municipality to bring its records up to date and to assess the creditworthiness of the applicant,
and the municipality reserves the right to call for an affidavit.

For the purposes of determining the creditworthiness of an account holder the municipality may make
use of the service of a credit bureau, or any other agency or means as the Municipal Manager or his or
her nominated officer may determine.

Deposits

On approval of the application and before the service is made available, the municipality may require the

applicant —

(a) to deposit for municipal services with the municipality a sum of money equal to the estimated
tariff or charge for an average month’s serviees as determined by the munieipality, excluding the
cost of a service rendered by means of a pre-payment deviee used by the municipality;

(b) to provide a bank guarantee as security for the sum of money calculated in terms of 7(1) ; or(a)
above
(©) to agree to special conditions regarding payment of the municipal account, and monies so

deposited with the municipality serve as security and working capital;

(d) if a guarantee provided per 7(1)(c) above is revoked or matures, the account holder shall supply
the municipality with a cash deposit failing which the provision of services shall be terminated
and or restricted.

The Municipal Manager or his or her nominated officer reserves the right to review the sum of money

deposited or the amountfor which additional secutity is required.

Subject to subsection (5), an amount deposited with the municipality in terms of subsections (1) and (2)

shall not be regarded as being in payment or part payment of an account due for services rendered.

The Municipal.Manager or his or her nominated officer.may, in respect of preferred customers, consider

relaxation of the conditions pertaining to deposits as set out in subsections (1) and (2).

On termination of the supply of services, the amount of such deposit, as determined by the municipality,

less any payments due to the municipality, must be refunded to an account holder.

Nodinterest shall be payable by the municipality on the amount of a deposit held by the municipality in

terms of this section.

A deposit held by the municipality will be forfeited in the event an account holder does not claim the

deposit within 12 months from date of termination of services.

Billing and payment

The account holder must pay all amounts due to the municipality as reflected in the municipal account,
and the onus is on the account holder to verify the accuracy of such account.

An account holder must pay for metered services, and must pay the rates, other municipal charges,
levies, fees, fines, interest, taxes or any other liability or obligation from the date of origin of such
municipal charges until the written termination of the services.

An account holder —

(a) has one account number and must be rendered one account, on which the due date for
settlement of the total amount owing is reflected, subject to the provisions of subsection (14);
and

(b) must be rendered an account monthly in cycles of approximately 30 days.

Payment must be received on or before the close of business on date as stipulated on the account.
Payment made via any of the service providers appointed by the municipality to receive payments on its
behalf, should be made at least four working days before the due date to enable the payment to be
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processed, and interest accrues should the municipality receive payment after the due date as per the
account.

Where the account holder effects payment of an account via a service provider four working days or
more before the due date and such service provider fails to furnish the municipality with the relevant
payment details, such service provider may be held liable for all charges incurred by the municipality to
recover an arrear amount erroneously reflected on the account of the account holder, as well as for
interest charges.

The municipality may estimate the quantity of metered services supplied in respect of a period or periods
within the interval between actual successive readings of the meters, and may render an account to an
account holder for the quantity of metered services so estimated, subject that:

(a) Estimate consumption shall not be applied for a period in excess.of three reading intervals per
financial year and the three intervals so estimated shall not be consecutive reading intervals;
(b) Estimate consumption shall be based on the actual average consumption of the preceding three

reading intervals.
If an account holder is dissatisfied with an account rendered for metered services supplied by the
municipality, such account holder may, prior to the due date stipulated therein object to the account,
setting out reasons in writing for such dissatisfaction.
Should any dispute arise as to the amount owing by an account holder, and subject to the provisions of
section 102 of the Local Government: Municipal Systems Act, 2000 (Act 32 of 2000), the account holder
must notwithstanding such dispute proceed to.make regular payments by the due date based on the
calculation of the average municipal account for the preceding three months prior to.the arising of the
dispute and taking into account interest as well as the annual amendments of tariffs of the municipality.
An error or omission in any account or failure to render an account does not relieve the account holder
of the obligation to pay by the due date.
If an account holder uses water, refuse removal services, sanitation services or electricity for a category
of use other than that for which it is supplied by the municipality and is in consequence not charged for
water refuse removal services, sanitation services or electricity so used, or is charged for the water, refuse
removal services, sanitation services or electricity at a rate lowet than that at which the account holder
should be charged, the account holder is liable for the amount due to the municipality in accordance
with the prescribed charges in respect of —

(a) the quantity of water or electricity the refuse removal services and sanitation services which the
account holder has used and for which the account holder has not been charged; or
(b) the difference between the cost of the water or electricity used by the account holder at the rate

at which the account holder has been charged and the cost of the water or electricity at the rate
at which the account holder should have been charged.
An account holder is not entitled to a reduction of the amount payable for metered services which are
lost due to a default in the meter, until such time as the provisions of section 14(8)(c) have been met.
The municipality may —

(a) consolidate any separate accounts of an account holder liable for payment to the Municipality;
(b) credit any payment by an account holder against any debt of that account holder; and
(©) implement any of the debt collection and credit control measures provided for in this policy in

relation to any arrears on any account of such a person.
The owner of ptoperty may enter into an agreement with the municipality in terms of which payment
for rates is made annually, in which case payment must be made on or before the date determined by
the municipality.
Monthly accounts shall be rendered to consumers for the amount due and payable, at the address last
recorded with the municipality.
Accounts shall —

(a) show —
(@) the consumption or estimated consumption or assumed consumption as determined
for the measuring or consumption period;
(it) the measuring or consumption period;
(iif) the applicable tariff;
(iv) the amount due in terms of the actual, estimated or assumed consumption;

) the amount due and payable for any other service rendered by the Municipality;



(vi) the amount in arrears, if any;

(vii) the interest payable on arrears, if any;
(viit) the final date for payment;
(ix) the methods, places or approved agents where payment may be made;

(17)  In the event an account holder relocates to another premise, the account holder must pay all outstanding
service charges and rates and taxes, if rates and taxes are in arrears, before a service agreement is entered
with the consumer at the other premises.

18. In the event an account holder offers to the municipality a “refer to drawer”, post-dated, stale or
incorrectly completed cheque for payment of services and or other charges, the municipality must-
(a) levy an administrative fee as provided for in the annual budget;
(b) recover the bank costs, if any;
(©) debit the full amount of the cheque against the account;
(d) require payment in cash;
(e) follow the credit control measures as provided for in the policy after proper notice has been
given and the account holder fails to adhere to the notice and request for payment;
® refuse in future any cheque payment of the account holder for any services or charges.
9. Termination of service agreement
1) Termination of the service agreement must be in writing to the other party of the intention to do so.
2 Where a property is sold, an owner may terminaté a service agreement by giving the municipality not less
than four working days’ notice in writing.
3) The municipality may, by notice in writing of not less than 14 working days, advise an account holder of
the termination of the agreement for a_supply of municipal services if —
(a) the account holder has not consumed any water or electricity during the preceding six months,

or has vacated the property and has not made satisfactory arrangements for the continuation of
the agreement;
(b) the account holder has committed a breach of this policy and has failed to rectify such breach; or
(©) the municipality cannot continue to supply the account holder with municipal services, as in
terms of an arrangement with another authority supplying municipal services such authority
must in futufe supply municipal services to the account holder.

Part 2
Non-payment of municipal accounts

10. Arrangements for payments

1) Should an account holder, befote any of the steps have been taken in terms of section 12, not be able to
pay the municipal account in full, the account holder may approach the municipality with the aim of
making short-term arrangements to settle the account.

2 Should an account holder, after any of the steps have been taken in terms of section 12, experience
difficulties in paying the municipal account, the account holder may approach the municipality with the
aim of making arrangements to settle the account, and the account holder must enter into a written
agreement with the municipality to repay to the municipality the outstanding and due amount under the
conditions and on a basis determined, by the Municipal Manager, or his or her nominated officer.

3) The written agreement has to be signed on behalf of the municipality by a duly authorised officer.

“) Only a consumer with positive proof of identity and address and authorised by the owner of the
property in writing, shall be allowed to enter into an agreement for the payment of arrears in instalments.

5) The amount due and payable by a consumer constitutes a consolidated debt, and any payment made by a

consumer of an amount less than the total amount due, or in the event of a deposit allocated for arrears
or final settlement of an account, payment shall be allocated in reduction of the consolidated debt as
provided for in the service level agreement or on the following basis —

(a) firstly towards payment of the current account for:
€] water charges;
(i) sanitation charges;

(i)  refuse charges;
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(iv)  property tax charges

(b) towards payment of arrears;

(© towards payment of interest; and

(d) towards costs incurred in taking relevant action to collect amounts due and payable.

(e) lastly towards payment of electricity charges.

In the instance where arrangements for payment have been made the municipality may —

(a) review the deposit;

(b) require of an account holder to pay by means of a stop order or debit order;

(©) require of an account holder to convert to a pre-paid metering system;

(d) require any other form of security, including personal suretyship by the directors or members of
a company, closed corporation, trust or body corporate, of;

(e) waive the interest on the arrear amount.

A consumer may be required to complete a debit order for the payment of arrears.

No agreement for the payment of arrears shall be longer than 24 months, unless the circumstances
referred to in subsection (9) prevail.

The Municipality may, on an individual basis, allow a longer period than 24 months for the payment of
arrears if special circumstances prevail, that in the opinion of" the Municipality, warrants such an
extension and which the consumer reasonably could not prevent or avoid, and documentary proof of
such special circumstances must be furnished by the consumer on request by the Municipality.

The Municipality may, in exercising its discretioninder subsection (5), have regard to a consumet’s —

(b) credit record,;

(0 consumption;

(d) level of service;

(e) previous breaches of agreements for the payment of arrears in instalments (if any); and
® any other relevant factors.

A copy of the agreement shall, on request, be made available by the Municipality to the consumer.

If a consumer fails to comply with an agreement for the payment of arrears in instalments, the total of all
outstanding amounts, including the arrears, any interest thereony administration fees, costs incurred in
taking relevant action, and penalties, including payment of a higher deposit, will immediately be due and
payable, without further notice ot correspondence.

If a consumer fails to comply with an agreement for the payment of arrears in instalments entered into
after receipt of a discontinuation notice, access to setvices may be discontinued without further notice or
correspondence in addition to any other actions taken against or that may be taken against such a
consumetr.

No consumer shall be allowed to enter into an agreement for the payment of arrears in instalments
where that consumer failed to honour a previous agreement for the payment of arrears in instalments,
entered into after the receipt of a discontinuation notice.

If a consumer owes the municipality more than R5 000.00 for a period in excess of 150 days, the
Accounting Officer may after negotiations with the consumer write off 50% of the arrear amount that is
in excess of 150 days.

Interest and penalties on overdue municipal accounts

The municipality may; by resolution of its determined number of members, charge or recover interest
and penalties at a determined interest rate in respect of any arrear amounts due and payable to the
municipality.

Irrespective of the reason for non-payment, interest accrues if an account is unpaid.

Interest is calculated monthly according to the approved interest rate as determined in the annual
budget, and a portion of a month is regarded as a month.

Interest or penalties are payable if payment is not received at an office of the municipality at close of
business on the due date.

In an effort to encourage payment no interest will be payable on the arrear amount when a consumer
makes arrangements for payment of an arrear account.

Penalties of 10% will be charged on all services accounts that are in arrears and due to the municipality.

Debt collection mechanisms
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1) Where appropriate, the Municipality must at all times attempt to advise an account holder of an
impending disconnection, or restriction of a supply, and the following mechanisms may be
applied should an account holder fail to settle a municipal account by the due date:

(a) delivering or mailing of a final demand and explaining to the account holder the status of the
account and the consequences of not paying or concluding an arrangement;

(b) informing the account holder verbally, in writing, telephonically, or by electronic means of the
overdue amount and the impending disconnection or restriction of services;

(0 disconnecting or restricting the supply of municipal services to the premises and the serving of a
disconnection or restriction notice on the account holder; or

(d) debiting the municipal account of the account holder with all relevant fees or penalties approved
by the municipality.

Where the metered supply had been disconnected or restricted, and should the:account holder still fail to
pay the account, the premises may be revisited at regular intervals to ensure that the metered supply
remains disconnected or restricted, and if it is found that the supply which had been disconnected or
restricted previously has been restored —

(a) the municipality has the right to take whatever action is tequired in terms of section 26, and the
account holder is responsible for the relevant feesor charges or damages caused;

(b) the municipality may refuse to supply services;

(©) in the instance of the use of a pre-paid metet, the municipality may cease further vending of pre-

paid services; and
(d) levy and administrative penalty as provided for in the budget.
Where a duly authorised officer of the municipality has visited the premises for the purpose of
disconnecting or restricting the supply and was obstructed or prevented from effecting such
disconnection or restriction, an amount equal to the prescribed fee for a reconnection becomes payable
for each visit necessary for the purpose of such disconnection or testriction, subject to a maximum of
two such visits during which disconnection or restriction could not be effected.
The municipality may use any one or more of the following mechanisms to secure full payment of any
amounts owing to it:

(a) Restricting or denying the sale of pre-paid services to an account holder, or disconnecting any
pre-paid metering system of an account holder, who is in arrears with other services;

(b) requiring of the account holder to convert to another metering system;

(©) allocating a portion of any pre-paid payment to-other debts;

(d) releasing debtor information to a credit bureau;

(e publishing a list of account holders who remain in default;

6y} withholding payment of a grand-in-aid and subject to the provisions of section 33, excluding the
account holder from the bid process;

() withholding payment on contracts for settlement of the municipal account;

(h) reviewing and altering the conditions of the service agreement;

@) instituting legal proceedings for the recovery of the debt;

G) classifying the account holder as an unreliable customer;

(k) using the services of external debt collection specialists or agencies;

O insisting on conversion to pre-paid metering at the cost of the account holder; or

(m)

(n) employing any other methods authorised by the municipality from time to time to recover arrear
amounts.

The cost of collection, where applicable, is for the account holder.

Subject to the provisions of sections 28 and 29 of the Property Rates Act, 2004 (Act 6 of 2004), the right

to deny, restrict, disconnect or terminate services due to the non-payment for any rates, metered

services, other municipal charges, levies, fees, fines, interest, taxes or any other amount or amounts

payable arising from any other liability or obligation prevails notwithstanding the fact that —

(a) payment was intended for any specific service; or

(b) the person who entered into a service agreement for supply of services with the municipality and
the owner are different entities or persons, as the case may be.



(7 Where an account holder is indebted to the municipality for any rates, metered services, other
municipal charges, levies, fees, fines, interest, taxes or any other amount or amounts payable
arising from any other liability or obligation, the municipality may deduct a percentage from the
amount tendered for the purchase or payment of services to offset the amount owing to the

municipality;

®) In the event that the municipality decides to implement the provisions of sub-clause 14(e) to
deduct a percentage from the amount tendered by a person owing amounts to the municipality
for pre-payment services to offset against any arrear amounts, such percentage shall be done on
a 60/40 basis where 60% of the tendered amount is allocated towards pre-payment sales and
40% of the tendered amount is allocated towards the amount owing to the municipality;

Part 3
Metering equipment and metering of services

13. General provisions

1) The municipality may introduce various metering equipment and 'may encourage an account holder to
convert to a system which is preferred by the municipality when there are benefits for the municipality.

2 After commencement of this policy, and where possible and applicable, pre-paid meters must preferably

be installed for all new connections.

14. Metering equipment and measuring of consumption
1) The municipality must, at the consumer’s cost in the form of a direct charge or prescribed fee, provide,
install and maintain appropriately rated metering equipment at the point of metering for measuring
metered services.
2 The municipality reserves the right to meter the supply to a block of shops, flats, tenement-houses and
similar buildings for the building as a whole, or for an individual unit, or for a group of units.
3) Where any building referred to in subsection (2) is metered by the:municipality as a whole -
(a) the owner may; at own cost, provide and install appropriate sub-metering equipment for each
shop, flat and tenement; or
(b) the municipality may require the installation, at the account holder’s expense, of a meter for each
unit of any premises in separate occupation. for the purpose of determining the quantity of
metered services supplied to-each such unit.

@ Where the water or electricity used by consumers is charged at different tariff rates, the consumption
must be metered separately for each rate.

5) Where sub-metering equipment is installed, accommodation separate from the municipality’s metering
equipment must be provided where appropriate.

(6) Except in the case of pre-payment meters, the quantity of metered services used by a consumer during

any metering period is ascertained by reading the appropriate meter or meters supplied and installed by

the municipality at the beginning and end of such metering period, except where the metering

equipment is found to be defective.

(7) For the purpose of calculating the amount due and payable for the quantity of metered services
consumed, the same amount of metered services is deemed to be consumed during every period of 24
hours between readings.

©) The following apply to the accuracy of metering:

(a) A meter is conclusively presumed to be registering accurately if its error, when tested in the
manner prescribed in subsection (13), is found to be within the limits of error as provided for in
the applicable standard specifications;

(b) the municipality has the right to test its metering equipment, and if it is established by test or
otherwise that such metering equipment is defective, the Municipality must —

@) in case of a credit meter, adjust the account rendered; or

(it) in the case of prepayment meters:
(aa)  render an account where the meter has been under-registering; or
(bb)  issue a free token where the meter has been over-registering; and
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(© the consumer is entitled to have the metering equipment tested by the municipality on payment
of the prescribed fee, and if the metering equipment is found not to comply with the system
accuracy requirements as provided for in the applicable standard specifications, an adjustment in
accordance with the provisions of paragraph (b) and subsection (7) must be made and the
aforesaid fee must be refunded.

No alterations, repairs, additions or connections of any description may be made on the supply side of

the point of metering unless specifically approved in writing by the Municipal Manager or a duly

authorised officer of the municipality.

Prior to the municipality making any upward adjustment to an account in terms of subsection (8)(b), the

municipality must —

(a) notify the consumer in writing of the monetary value of the adjustment to be made and the
reasons therefore;

(b) in such notification provide sufficient particulars to enable the consumer to submit
representations thereon; and

(©) call upon the consumer in such notice to present it with reasons in writing, if any, within 21 days

or such longer period as the municipality may permit, why the account should not be adjusted as
notified, and should the consumer fail to provide any representation during the period the
municipality is entitled to adjust the account asfotified in paragraph (a).
The Municipality must consider any representation’ provided by the consumer in terms of subsection
(10) and must, if satisfied that a case has been made out therefore, adjust the account appropriately.
If the Municipal Manager or a duly authorised officer of the municipality decides, after having
considered the representation made by the consumer, that such representation does not establish a case
warranting an amendment to the monetary value established 1 terms of subsection (15), the municipality
is entitled to adjust the account as notifiedin terms of subsection (10)(a), and the consumer has the right
to appeal the decision of the official in terms of section 62 of the Local Government: Municipal Systems
Act, 2000 (Act 32 of 2000).
Meters are tested in the manner provided for in the applicable standard specifications.
When an adjustment is made to the consumption registered on ameter in terms of subsection (8)(b) or
(8)(c), such adjustment is based either on the pércentage error of the meter as determined by the test
referred to in subsection (13), or upon a calculation by the Municipality from consumption data in its
possession, and where applicable, due allowance must be made, where possible, for seasonal or other
variations which may affect consumption.
When an adjustment is made ‘as contemplated in' subsection (14), the adjustment may not exceed a
period of six. months preceding the date on which the metering equipment was found to be inaccurate,
however he application of this subsection does not bar a consumer from claiming back overpayment for
any longer period whete the consumer is able to prove the claim in the normal legal process.
The municipality may dispense with the use of a meter in case of —

(a) an automatic sprinkler fire installation; and
(b) special circumstances at the’Engineer’s discretion.
The municipality may by notice -
(a) prohibit or restrict the consumption of metered services —
(@) for specified or non-specified purposes;
(it) during specified hours of the day or on specified days or otherwise than during specified
hours of the day or on specified days; and
(i)  in<a specified or non-specified manner; and
(b) determine and impose —
€] limits on the quantity of metered services which may be consumed over a specified
period;
(i) charges additional to those prescribed in respect of the supply of metered services in

excess of a limit contemplated in subparagraph (i); and
(iti) a general surcharge on the prescribed charges in respect of the supply of metered
services; and
(©) impose restrictions or prohibitions on the use or manner of use or disposition of an appliance by
means of which metered services is used or consumed, or on the connection of such appliance.
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The municipality may limit the application of the provisions of a notice contemplated by subsection (17)
to specified areas and classes of account holders, premises and activities, and may provide for the
Municipality to permit deviations and exemptions from, and the relaxation of any of the provisions on
such grounds as he or she may deem fit.
To ensure compliance with a notice published in terms of subsection (17), the municipality may take, or
by written notice require an account holder at the account holder’s expense to take, such measures,
including the installation of measuring devices and devices for restricting the flow of metered services as
may be necessary
In addition to the person by whose act or omission a contravention of or failure to comply with the
terms of a notice published in terms of subsection (17) is actually committed, an account holder in
respect of the premises to which metered services are supplied is presumed also to have committed the
contravention or to have so failed to comply, unless evidence is adduced that the account holder had
taken all reasonable steps to prevent such a contravention or failure to comply by any other person,
however, the fact that the account holder issued instructions to_the other person shall not of itself be
accepted as sufficient proof that the account holder took all such reasonable steps.

The provisions of this section also apply in respect of metered services supplied directly by the

municipality to account holders outside its area of jurisdietion, notwithstanding anything to the contrary

in the conditions governing such supply, unless otherwise specitied in the notice published in terms of

subsection (17).

If such action is necessary as a matter of urgency to prevent waste of metered services, refuse or

sewerage, damage to property, danger to life, or pollution of watet, the.municipality may —

(a) without prior notice disconnect the supply of meteted services to any premises; and

(b) enter upon such premises and_do such emergency work; at the account holder’s expense, as he
or she may deem necessary, and in addition by written notice require the account holder to do
within a specified period such further wotk as the municipality may deem necessary.

Before any metered or pre-paid metered supplies which have been disconnected or restricted for non-

payment is restored, an account holder must pay all fees and charges as determined by the municipality.

The municipality may, at the written request of an account holder and on the dates requested by the

account holder —

(a) disconnect the supply of metered services to the account holder's premises; and

(b) restore the supply, and the account holder must before the metered services is restored pay the
prescribed charge for the disconnection and testoration of his or her supply of metered services.

After disconnection for nen-payment of an account or a contravention of any provision of this policy,

the prescribed fees must be paid before reconnection is made.

The following apply to the reading of credit meters:

(a) Unless otherwise prescribed, credit meters are normally read at intervals of approximately one
month and the fixed or minimum charges due in terms of the tariff are assessed accordingly and
the municipality is not obliged to effect any adjustments to such charges;

(b) if for any reason the credit meter cannot be read, the municipality may render an estimated
account, and estimated consumption must be adjusted in a subsequent account in accordance
with the consumption actually consumed. (c) when an account holder vacates a property and a
final reading of the meter is not possible, an estimation of the consumption may be made and
the final account rendered accordingly;

(d) if a special reading of the meter is desired by a consumer, this may be obtained upon payment of
the prescribed fee; and

(e if any calculating, reading or metering error is discovered in respect of any account rendered to a
consumer —
@) the error must be corrected in subsequent accounts;
(i) any such correction applies only in respect of accounts fora period of six months

preceding the date on which the error in the accounts was discovered,
(iii) the correction is based on the actual tariffs applicable during the period; and
(iv) the application of this section does not prevent a consumer from claiming back
overpayment for any longer period where the consumer is able to prove the claim in the
normal legal process.
The following apply to pre-payment metering:



(a) No refund of the amount tendered for the purchase of electricity or water credit is given at the
point of sale after initiation of the process by which the prepayment meter token is produced;

(b) copies of previously issued tokens for the transfer of credit to the prepayment meter may be
issued at the request of the consumer;

() when an account holder vacates any premises where a prepayment meter is installed, no refund
for the credit remaining in the meter is made to the owner by the municipality;

(d) the municipality is not liable for the reinstatement of credit in a prepayment meter lost due to
tampering with, or the incorrect use or the abuse of, prepayment meters or tokens;

(e) [Where an account holder is indebted to the municipality for any rates, metered services,

other municipal charges, levies, fees, fines, interest, taxes or any other amount or
amounts payable arising from any other liability or obligation, the municipality may
deduct a percentage from the amount tendered for the purchase.or payment of services
to offset the amount owing to the municipality]; and

® the municipality may appoint vendors for the sale of credit for ptepayment meters and does not
guarantee the continued operation of any vendor.

15. Re-sale of water or electricity

1) No account holder who is supplied with metered services in terms of this policy may sell or supply water
or electricity, supplied to the account holder’s premises under an.agreement with the municipality, to any
other person or persons for such use upon any premises other than those in respect of which such
agreement is made, or permit or suffer such resale or supply to be made, unless provision has been made
therefore in a special agreement or unless prior permission from the municipality to do so has been
obtained.

2 If the municipality grants the permission teferred to in subsection (1), it may stipulate the maximum
price at which the water or electricity may be sold and impose such other conditions as it may deem fit.

3) Permission referred to in subsection (1) may be withdrawn at any time.

4 Where water or electricity is resold for use on the same premises, such resale must be in accordance with
the tariff and subject to such conditions as the municipality may decide.

CHAPTER 3

CHAPTER 4

ENFORCEMENT

16 .  Municipality’s powers to restrict or disconnect supply of services
The municipality may, over and above.the provisions of any other provisions in this policy restrict or
disconnect the supply of water and electricity, or discontinue any other service to any premises if -

(a) an administration order is granted in terms of section 74 of the Magistrates
Court Act, 1944 (Act 37 of 1944), in respect of an account holder;

(b) an account holder of any service fails to comply with a condition of supply imposed by the municipality;

(©) an account holder obstructs the efficient supply of electricity, water or any other municipal services to
another account holdef;

(d) an account holder supplies such municipal services to any person who is not entitled thereto or permits
such service to continue;

(e) an account holder causes a situation which is dangerous or a contravention of relevant legislation; or

(®

17.

©)
@)

an account holder is placed under provisional registration, liquidation or judicial management, or
commits an act of insolvency in terms of the Insolvency Act, 1936 (Act 24 of 19306).

Tampering, unauthorised connections and reconnections, and improper use

The municipality reserves the right to monitor the service network for signs of tampering or
irregularities.

No person may in any manner or for any reason whatsoever tamper or interfere with any meter or
metering equipment or service connection or service protective device or supply mains or any other
equipment of the municipality.
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Where prima facie evidence exists of an account holder or any person having contravened subsection
(2), the municipality has the right to disconnect the supply immediately and without prior notice to the
account holder, and the account holder is liable for all fees and charges levied by the Municipality for
such disconnection plus penalty as provided for in the annual budget.

Where an account holder or any person has contravened subsection (2) and such contravention has
resulted in the meter recording less than the true consumption, the municipality has the right to recover
from the account holder the full cost of his or her estimated consumption and the cost of repair or
replacement of damaged metering devices.

Where prima facie evidence exists of an account holder or any person having contravened subsection
(2), the municipality must report the matter to the South African Police Services.

Where an account holder or any person has contravened subsection (2),/the account rendered to the
premises must be paid in full before consumption is resumed.

Where an account holder or any person has contravened subsection(2), all credit service consumption
meters must be replaced with pre-paid meters and such conversion costs shall be for the account of the
account holder.

Clearance certificate

To effect the transfer of any immovable property from one registered owner to another, the Registrar of
Deeds requires a clearance certificate, which certificate is obtainable from the municipal manager or a
duly authorised officer of the municipality, upon payment of the prescribed fee and subject to the
conditions of Section 118 of the Municipal Systems Act, 2000 (Act 32 of 2000) being met.

Bids and grants-in-aid

Each bid submitted to the municipality must be accompanied by a certificate from the municipality
stating that the proposed supplier is not indebted to the municipality for any arrear amount reflected on
the municipal account.

Should a proposed supplier be so indebted, the municipality may disallow the bid.

The municipality may only consider a bid once the proposed supplier has made satisfactory
arrangements to pay the outstanding amount by means of instalments, or has settled all arrear amounts
in full.

The Municipal Manager or a duly authorised officer of the municipality must in the condition of
contract, provide for the deduction from moneys owedto the supplier in order to settle any outstanding
amount.

Payment of any grants-in-aid approved by the -municipality may be withheld pending payment of any
outstanding municipal account, or pending an agreement between the municipality and the receiver of a
grant-in-aid in which satisfactory. arrangements have been made regarding the settlement of the
outstanding municipal account.

Power of council to recover costs

Where a bank dishonours any payment made to the municipality, the municipality may levy and recover
all related costs and any administration fees against an account of the defaulting account holder and may
disconnect or restrict the/supplies to the premises of such account holder.

All legal costs, including attorney-and-client costs incurred in the recovery of amounts in arrears and
payable in terms of the Magistrates Court Act, 1944 (Act 32 of 1944), must be levied against the arrears
account of the account holder.

For any action taken in demanding payment from an account holder or reminding an account holder by
means of telephone, fax, electronic mail, letter or otherwise that payments are due, a fee will be levied
against the municipal account of the account holder in terms of the municipality’s tariff provisions.

Prima facie evidence

A certificate reflecting the amount due and payable to the municipality, sighed by the municipal manager
or a duly authorised officer of the municipality, is upon mere production thereof prima facie evidence of
the indebtedness of the person mentioned in it.

Abandonment of bad debts, and full and final settlement of account
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Before terminating the debt collection procedure in any individual instance, the municipal manager must

(a) ensure that all debt collection mechanisms as provided for in section 12 have been utilised where
reasonable;

(b) maintain an audit trail; and

(©) document the reasons for terminating the debt collection procedure, including the cost of

enforcement and necessary financial adjustments.
The municipal manager or a duly authorised officer of the municipality may consider an offer for full
and final settlement, and must, if in the interests of the municipality, in writing consent to the acceptance
of a lesser amount as full and final settlement of the amount due and payable.
Where the exact amount due and payable to the municipality has not been paid in full, any lesser amount
tendered to and accepted by any the municipality employee, except the municipal manager or the
municipal manager’s delegate, shall not be deemed to be in full and final settlement of such an amount.

Power of entry and inspection

A duly authorised representative of the municipality may for any teason related to the implementation or
enforcement of this policy at all reasonable times or in emergency at any time, enter premises, request
information and carry out such inspection as deemed necessary, and may for purposes of installing or
repairing any meter or service connection for reticulation disconnect, stop or restrict the provision of
any service.

If the municipality considers it necessary for work to be performed to enable an officer to perform a
function referred to in subsection (1) propetly and effectively, it may —

(a) by written notice require an account holder to do, at own expense, specified work within a
specified period; or
(b) if the situation is a matter of urgeney, without prior notice do such work or cause it to be done at

the expense of the account holder.
If the work referred to in subsection (2) is carried out for the sole purpose of establishing whether a
contravention of this policy has been committed and no such contravention has taken place, the
municipality must bearthe expense connected therewith together with that of restoring the premises to
their former condition.

Authentication and service of orders, notices and other documents

An order, notice or other document requiring authentication by the municipality must be signed by the
municipal manager or by a duly authorised officer of the municipality, such authority being conferred by
resolution of the municipality ot by a by-law or regulation, and when issued by the municipality in terms
of this policy is deemed to be duly issued if it is signed by an officer authorised by the municipality.

Any notice or other document that is served on a person by a duly authorised officer of the municipality
in terms of this policy, is regarded as having been served —

(a) when it has been delivered to that person personally;

(b) when it has been left at that person’s place of residence or business in the Republic with a person
apparently over the age of 16 years;

(©) when it has been/posted by registered or certified mail to that person’s last known residential or

business addtess in the Republic and an acknowledgement of the posting thereof from the postal
service is obtained;

(d) if that person’s address in the Republic is unknown, when it has been served on that person’s
agent or representative in the Republic in the manner provided by paragraphs (a), (b) or (c);

(e) if that person’s address and agent or representative in the Republic is unknown, when it has been
placed in a conspicuous place on the property or premises, if any, to which it relates;

® in the event of a body corporate, when it has been delivered at the registered office of the
business premises of such body corporate to a person apparently over the age of 16 years; or

(@ when it has been delivered, at the request of a person, to that person’s electronic mail address.

When any notice or other document has to be served on the owner, an account holder or holder of any
property or right in any property, it is sufficient if that person is described in the notice or other
document as the owner, account holder or holder of the property or right in question, and it is not
necessary to name that person.



) Service of a copy is deemed to be service of the original.

5) Any legal process is effectively and sufficiently served on the municipality when it is delivered to the
municipal manager or a person in attendance at the municipal manager’s office.

CHAPTER 5

MISCELLANEOUS PROVISIONS

24.

©)

@)
3)

)

®)

25.

26.

©)

@)

Right of appeal

A person whose rights are affected by a decision of a municipal officer may appeal against that decision
by giving written notice of the appeal and reasons to the municipal manager within 21 days of the date
of the notification of the decision.

The Municipal Manager must promptly submit the appeal to the appropfiate appeal authority mentioned
in subsection (4).

The appeal authority must consider the appeal and confirm, vary or revoke the decision, but no such
variation or revocation of a decision may detract from any rights that may have accrued as a result of the
decision.

When the appeal is against a decision taken by —

(a) a staff member other than the municipal manager, the municipal manager is the appeal authority;

(b) the municipal manager, the Mayor is the appeal authority; or

(©) a political structure or political officer bearer or a the councillor, a committee of councillors who
were not involved in the decision and appointed by the municipality for this purpose is the
appeal authority.

An appeal authority must commence with an appeal within six weeks and decide the appeal within a
reasonable time.

Offences and penalties
A person is guilty of an offence and liable upon conviction to a period not exceeding six months of
community service or a fine or a combination of the aforementioned if he or she —

(a) fails to give access required by an officerin terms of section 22;

(b) obstructs or hinders an officer in the ‘exercise of his or her powers or the performance of
functions‘or duties under this policy;

(©) uses or'interferes with the municipality equipment for consumption of services supplied;

(d) fails or refuses to give the municipality or an officer such information as the municipality or the

officer may reasonably require for the purpose of exercising powers or functions under this
policy, or gives the municipality or the officer false or misleading information knowing it to be
false or misleading;

(e fails to comply with the terms of a notice served upon him or her in terms of this policy; or

® tampers or breaks any seal on a meter or on any equipment belonging to the municipality, or for
any reason determined by the municipal manager causes a meter not to register the services used
properly, and the person shall furthermore be charged for usage of electricity or water, as the
case may be.

Transitional provision

A person who has been the owner of property within the Municipality before the commencement of this
policy must within a period determined by the municipality, after the commencement of this policy,
enter into a new service agreement with the municipality in terms of which such owner undertakes to be
solely responsible for any municipal charges relating to each of such owner’s properties failing which the
supply of services to the property may be discontinued or restricted.

A lessee of a premises who consumes services provided by the Municipality before the commencement
of this policy must within a period determined by the municipality, after the commencement of this
policy, enter into a new service agreement with the municipality in terms of which such lessee undertakes
to be solely responsible for any municipal charges relating to each of such properties leased, failing
which the supply of services to the property may be discontinued or restricted.

27. Short title and commencement



This Policy may be cited as the Umsobomvu Municipality Customer Care, Credit Control and Revenue
Management Policy, and commences on the date of approval and or amendment by Council.
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INDIGENT POLICY



PREAMBLE

Whereas section 96 of the Local Government: Municipal Systems Act, 2000 (Act No
32 of 2000) requires a municipality to adopt, maintain and implement a credit control,
debt collection and customer care policy;

And whereas section 97 of the Systems Act prescribes that such policy must
provide for “provision for indigent debtors that is consistent with its rates and tariff
policies and any national policy on indigents.”

Now therefore the Municipal Council of the Municipality of Umsobomvu adopts the
Indigent Policy as set out in this document:-
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UMSOBOMVU MUNICIPALITY - INDIGENT POLICY
1 DEFINITIONS

For the purpose of this policy, unless the context indicates otherwise, any word or
expression to which a meaning has been attached in the Act shall bear the same
meaning and means:-

“Indigent” This is a household which, due to a number of factors as set out in par.
2, is not financially capable of paying for the delivery of Basic Services — including
poor households.

“Household” This includes all persons who are jointly living'on.a stand or site on a
permanent basis and who receive water and/or electricity from one meter
“authorised representative” the person or instance legally appointed by the
Council to act or to fulfil a duty on its behalf

“basic service” The amount or level of any municipal service that is necessary to
ensure human dignity and a reasonable quality of life and which, if not provided,
could endanger public health or safety of the environment and for the purposes of
this Policy are restricted to electricity, refuse, sewerage and water services. It is also
to be understood that the national norms will be used as guidelines for the
determination of the amount/level of the services;

“Chief Financial Officer” An officer.of the Municipality appointed as the Head of the
Finance Department and includes any person:-

a) acting in such position; and

b) to whom the Chief Financial Officer has delegated a power, function or duty in
respective of such a delegated power, function or duty;

“Council” or “municipal council” A municipal council referred to in section 18 of
the Local Government: Municipal Structures Act, 1998 (Act No 117 of 1998) and for
purposes of this policy, the municipal council of the Municipality of Umsobomvu;
“customer” Any occupier of any property to which the has agreed to supply
services or already supplies services to, or if there is no occupier, then the owner of
the property;

“defaulter” A person who owes money to in respect of a municipal account after the
due-date for payment has expired;

“interest” A levy with the same legal priority as service fees and calculated on all
amounts in arrears in respect of assessment rates and service levies at a standard
rate as determined by the Municipality.

“Municipality” The institution that is responsible for the collection of funds and the
provision of services to the customers of Umsobomvu;

“municipal account” or “billing” The proper and formal notification by means of a
statement of account, to persons liable for monies levied and indicating the net
accumulated balance of the account, specifying charges levied by the Municipality,
or any authorised and contracted service provider, in the format of, but not limited to
“the Act” The Local Government: Municipal Systems Act, 2000 (Act No 32 of 2000)
as amended from time to time



2.1

2.1.1

21.2

3.1

3.2

3.3

3.4

OBJECTIVES OF POLICY
The objectives of this Policy are to:-

Provide a framework within which the Municipality can exercise its executive
and legislative authority with regard to the implementation of financial aid to
indigent and poor households in respect of their municipal account;

Determine the criteria for qualification of indigent and poor households;

Ensure that the criteria is applied correctly and fairly to all applicants;

Allow the Municipality to conduct in loco visits to the premises of applicants to
verify the actual status of the household ;

Allow the Municipality to maintain and publish the register of names and
addresses of account holders receiving subsidies.

PRINCIPLES OF POLICY

The administrative integrity of the Municipality must be maintained at all costs.
The democratically elected councillors are responsible for making of policy,
while it is the responsibility of the Municipal Manager to.ensure the execution
of this policy;

All applicants must. complete an official application form, which is to be
submitted together with the supporting documents as specified in this policy;

Application forms, agreements and documents relating to this Policy must be
available in Afrikaans and English. Officials designated to control and manage
these - documents must be able to explain the contents thereof in the three
languages of the Northern Cape;

The customer is entitled to an efficient, effective and reasonable response to
appeals, and should suffer no disadvantage during the processing of a
reasonable appeal.

4 CRITERIA FOR INDIGENT HOUSEHOLDS

4.1

4.1.1

41.2

To qualify as an indigent household, a household must comply with the
following criteria:-

Must be a household which has a verified total household gross monthly
income of an amount equal or less to the monetary value of two old age
pension grants [less than R2 000.00 per month].

Must be old age state pension [ers] grant recipients who live [ing] together
of and who are both grant recipients [will be classified as indigent and




shall qualify for 100% subsidy subject to the completion of the relevant
documentation].

4.1.3 Must be a permanent resident of Umsobomvu.

4 1.4 Must be a South African citizen.

4.1.5 Indigent households will be required to change from credit metering for water
and electricity consumption to a pre — paid metering system which conversion
costs will be funded from the equitable share, subject to the availability of
funds.

4.1.6 Must physically occupy the property on which a subsidy has been
approved.

4.1.7 Must complete and have the application certified by a Commissioner of
Oath;

4.1.8 The municipality will not grant indigent support to any applicant who:

4.1.9 Owns more than one property, irrespective whether the property is
transported in the name of the applicant or not;

4.1.10 Is letting, renting out or leasing his/her property [to someone and derives an
income from the renting, letting or leasing].

4.1.11 Refuse to [Must] agree that the supply of water to the particular premises
can be restricted by means of a flow control washer, or any other means as
the Council may determine from time to time.

4.1.11 Refuse to or fails to adhere to any qualifying criteria or to submit the
required documentation to finalize an application.

5 SUBSIDY

The subsidies below will be funded from the “equitable share” contribution received
from National Treasury. The subsidies will only be granted to qualifying households
to the extent that the abovementioned funds are available for allocation. The subsidy
amount allocated will be calculated and rounded off to the nearest lower R1, and will
be paid into the consumer’s municipal account every month and be indicated as
such on the account.

5.1 Indigent households will receive the following per month as qualified above:
A subsidy of:
e 100% of the basic levy for electricity for one service point per month;
e 100% of the basic levy for water per month;
e 100% of the basic levy for sewerage per month for one service point;
e 100% of the basic levy for refuse removal for one service point per
month;



100% of the property rates per month;

100% of the basic levy for garden refuse removal;
6 ki of water;

50 kWh of electricity;

5.2 Indigent households who are living on un-serviced erven will receive the
following per month as qualified above:

A subsidy of 5l paraffin, 1 box of matches and 1 pack of candles;

53 In the.event that the indigent support per month does not cover the full
monthly billed service account, the applicant shall be liable to pay the excess,
failing which the subsidy will be discontinued and services will be cut and or
restricted.

6 APPLICATION FOR A SUBSIDY

6.1  The account holder must apply in person at a customer care office of the
Municipality on the prescribed application form.

6.2  The following items must accompany the application:-

6.2.1 The latest municipal account of the household;

6.2.2 Proof of the account holder’s identity;

6.2.3 Proof of income_of the account holder (e.g. a letter from his/her employer,
salary slip/envelope, pension card, unemployment insurance fund (UIF) card,
or a certificate to confirm registration as a job-seeker);

6.2.4 Proof of medical condition when requiring additional water and electricity.
Should the account holder be unable to apply in person, due to medical
reasons, his/her application may be certified by a commissioner of oaths,
preacher/pastor of church. or a community worker. The applicant must
complete the sworn statement that forms part of the application form. Failure
to do so will render the application invalid.

6.2.5 A certified copy of all bank and investment account statements.

6.2.6 A copy a Deeds Office search of all properties registered in the hame of
the applicant (to be provided by the Housing Section).

6.2.7 The applicant must fill out and sign an application form and provide the
information required on the form.

6.2.8 All recipients of indigent support shall be required to re-apply for subsidy once

a year. Such applications shall reach the Chief Financial Officer at least six
months before the beginning of a financial year;



6.2.9 All applications for indigent support shall be screened by the respective Ward

Councillor for any irregularities and shall sign all applications having passed
the criteria.

6.2.10 A Councillor may not approve any applications for indigent support.

7

8.1

8.2

9.1

9.2

10

10.1

10.2

PUBLICATION OF NAMES OF QUALIFYING APPLICANTS

The applicant must grant permission for the Municipality to publish his/her
name and address on a list of account holders receiving subsidies in terms of
this policy. Any person may inspect or scrutinize the list at a Customer Care
Office and inform/notify the Municipality of any person 'who, according to their
true circumstances, should not be in receipt of a subsidy as envisaged in this

policy.
FALSE INFORMATION

An applicant for indigent support will be required to submit a sworn affidavit
certifying that the information supplied are true and correct.

A person who provides false information will be disqualified and be refused
further participation in the subsidy scheme. In addition, he/she will be held
liable for the immediate re-payment of any subsidies. already granted and
legal action, civil or criminal may be instituted against the guilty party(ies).

LOCAL AUDIT (VERIFICATION)

The Municipality reserves the right to send officials and/or representatives of
the Municipality to the household or site.of the applicant(s) at any reasonable
time, with the aim of carrying out a local verification of the accuracy of the
information.provided by the applicant(s). Such audit will be conducted on a
continuous basis.

Failure by a beneficiary of indigent support to allow officials of the municipality
access to the premises and information will result in the disqualification of the
beneficiary from indigent support.

DURATION OF SUBSIDY

Indigent support will be granted on a monthly basis, except where the
beneficiary’s circumstances have changed to the extent that he/she no longer
qualifies or when the budgeted amount has been depleted.

If the municipality obtains information that indicates that the circumstances of
the applicant have changed to such an extent that he/she no longer qualifies
for the subsidy, the Municipality reserves the right to suspend the subsidy. If
any of the criteria, as set out in this policy, is not complied with any more,
there is an onus on the recipient of the subsidy to notify the Municipality within
seven (7) days after such criteria is no longer complied with. If a recipient
cannot write, a designated official must be informed in person.



11 CURRENT AMOUNTS IN ARREARS

11.1  Applicants, whose municipal accounts show arrear amounts at the time of the
application for a subsidy, will have to make arrangements with the
Municipality for paying off the amounts in arrears.

11.2 Assistance may be considered for arrears for indigent households subject to
the availability of funds.

12 REGISTER
The Municipality will complete a register of households that qualify as

“‘indigent”. The register will be continually updated and reconciled with the
relevant subsidy account in the general ledger on a monthly basis.
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GENERAL DELEGATIONS
Section |Power/duty conferred Applicable conditions FROM TO
of MEMA
7(1) Deciding to open a bank account for the Municipality. Section 62(2) of the MFMA Council Accounting Officer
Deciding at which bank/banks to open a bank account. Subject to section 8(2) of the MFMA Council Accounting Officer
Deciding to close a bank account. Section 10(1)(B) of the MFMA Council Accounting Officer
7(2) Determining into which bank account money collected or received by the See section 48(2)(d) of the MFMA Council Accounting Officer
Municipality must be deposited.
8(1) Designating a bank account of the Municipality as the Municipality’s primary bank Section 62(2) of the MFMA Council Accounting Officer
account.
8(3) Determining the reasonable steps to be taken to ensure that the prescribed money |Section 62(2) of the MFMA Council Accounting Officer
received is paid into the Municipality’s primary bank account.
8(4) Entering into an agreement with other parent municipalities of a municipal entity of Council N/A
which the Municipality is a parent municipality, as to which Municipality’s primary
bank account to use for the purpose of receiving allocations from organs of state to
the municipal entity concerned.
12(2) Deciding to open a separate bank account in the name of the Municipality for the Section 12(1) of the MFMA Council Accounting Officer
purpose of a relief, charitable, trust or other fund.
13(2) Establishing an appropriate and effective cash management and investment policy |NOTE: Council
for the Municipality. In terms of section 60(2) of the Council N/A
Municipal Systems Act 2000 the Council
may only delegate to the Executive
Mayor or The Chief Financial Officer the
authority to make decisions to make
investments on behalf of the
Municipality
14(2) Deciding to transfer ownership as a result of a sale or other transaction or otherwise |On condition that the asset concerned Council N/A
permanently dispose of a capital asset. is not needed to provide the minimum
level of basic municipal services and the
Council considered the fair market
value of the asset concerned
14(2)(a) |Deciding, at a meeting open to the public and on reasonable grounds, that an asset |Only in respect of movable capital Council N/A
of the Municipality is not needed to provide the minimum level of basic municipal assets below a value determined by the
services. Council
14(2)(b) |Considering the fair market value of an asset to be disposed of and the economic Only in respect of movable capital Council Accounting Officer
and community value to be received in exchange for an asset to be disposed of assets below a value determined by the
Council
14(4) Determining the value of movable assets in respect of which the Municipal Manager |A municipal council may delegate to Council Accounting Officer
may determine — the accounting officerof the
(a) whether an asset to be disposed of is not needed to provide the minimum level  [municipality its power to make the Council Accounting Officer
of basic municipal services; and determinations reffered to in
(b) determining the fair market value of such asset and the economic and subsection (2)(a) and (b) in respect of Council Accounting Officer
community value to be received in exchange for the asset movable capital assets below a value
determined by the council.
16(1) Approval of an annual budget NOTE: Council N/A
1. In terms of section 160(2)(b), read Council N/A
with section 160(3)(b) of the
Constitution a budget must be
approved by a decision taken by the
Council with a supporting vote of a
majority of its members.
2. Approval of the budget must be Council N/A
considered on or before 1 June each
year in terms of section 24(1) of the
MEFMA.
3. In terms of section 30(5) of the Local Council N/A
Government: Municipal Structures Act
1998 (Act No 117 of 1998) the Council
may only after it received and
considered the report and
recommendations of the Executive
Mayor regarding the annual budget,
approve the budget
4. See section 25(1) of the MFMA Council N/A
16(3) Deciding whether money for capital expenditure for a period not exceeding three A separate appropriation must be Council Mayor & Accounting
financial years may be appropriated in an annual budget made for each of financial year Officer
19(1)(b) |Approving a capital project, including its total cost Council N/A
19(1)(d) |Considering the sources of funding of a capital project Council N/A
19(2) Considering, in respect of a capital project, the projected cost covering all financial Council N/A

years until the project is operational and the future operational costs and revenue
on the project, including municipal tax and tariff implications.
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19(3) Deciding to approve capital projects below the prescribed value individually or as Council N/A
part of a consolidated capital programme
23(1) Receiving and considering the views of the communities and organs of state Council N/A
received in connection with the budget
23(2) Deciding to give the Mayor an opportunity to respond to any submissions received Council N/A
in connection with the budget from communities and organs of state
28(1) Deciding to revise an approved budget by way of an adjustments budget Council N/A
32(2) Deciding to recover unauthorised, irregular or fruitless and wasteful expenditure Except, in the case of — Council
from the person liable for that expenditure 1. unauthorised expenditure, if the Council Mayor & Executive
amount of the expenditure is committee
authorised in an adjustments budget;
or
2. is certified by the Council, after Council Mayor & Executive
investigation by a Council committee, committee
as irrecoverable and written off by the
Council; and
3. irregular or fruitless and wasteful Council N/A
expenditure is, after investigation by a
Council committee, certified by the
Council as irrecoverable and written off
by the Council
32(2) Determining the amount of unauthorised, irregular or fruitless and wasteful Council N/A
expenditure to be recovered, written off or provided for in an adjustments budget
32(2) Identifying the identity of the person who is liable for unauthorised, irregular or section 62(1)(e) Council Accounting Officer
fruitless and wasteful expenditure
32(2) Appointing a committee to investigate any suspected or reported unauthorised, NOTE: Council
irregular or fruitless and wasteful expenditure In terms of the judgements of the Council Council Committee
Courts in the cases of The Democratic
Alliance and another v Amos Masondo
and another (WLD) (Case No 01/9260)
(2001) and Democratic Alliance and
Another v Amos Masondo N O and the
Minister of Provincial and Local
Government (CC) (Case No CCT 29/02) a
mayoral committee was found not to
be a committee of a municipal council.
The Council may therefore not appoint
the Mayoral Committee to perform
such an investigation
32(7) Determining whether an alleged irregular expenditure incurred by the Municipal Council Council Committee
Manager constitutes a criminal offence
Determining whether the Municipal Manager allegedly committed an act of theft Council Council Committee
and fraud
Reporting alleged irregular expenditure incurred by the Municipal Manager that Council Municipal Council
constitutes a criminal offence and alleged theft and fraud perpetrated by the
Municipal Manager to the SAPS
33(1) Deciding to enter into a contract which will impose financial obligations on the Council Municipal Council
municipality beyond a financial year
34(1) Entering into an agreement with the national or provincial government to assist the Council National & provincial
Municipality to build its capacity for efficient, effective and transparent financial governments
management
34(3)(a) |Considering the results of the provincial government’s monitoring of the Council Provincial government
Municipality
34(3)(b) [Considering a notification of the provincial government of any emerging or Council Mayor, Accounting
impending financial problems in the Municipality Oficcer & CFO
37(1)(a) |Determining the steps the Municipality must take to promote co-operative Council Mayor, Accounting
government with the national and provincial spheres of government and other Officer & CFO
municipalities in the Municipality’s fiscal and financial relations
38(2) Considering a notice received from the National Treasury of its intention to stop the Council Mayor, Accounting
transfer of funds to the Municipality Officer & CFO
39(3) Determining the deputation that will appear before a committee of Parliament Council Mayor and Accounting
considering the approval or renewal of a decision of the National Treasury to stop Officer
the transfer of funds to the Municipality
Determining the case that will be presented to a committee of Parliament Council Mayor and Accounting
considering the approval or renewal of a decision of the National Treasury to stop Officer
the transfer of funds to the Municipality
45(1) Deciding whether to incur short term debt 1. Interms of section 160(2) of the Council
Constitution the Council may not
delegate the raising of loans
2. Adecision to raise a loan must be Council N/A

taken by the Council with a supporting
vote of a majority of its members in
terms of section 160(3)(b) of the

Constitution




Page 3 of 39

3. In terms of section 30(5) of the Council N/A
Local Government: Municipal
Structures Act 1998 (Act No 117 of
1998) the Council may only after it
received and considered the report and
recommendations of the Executive
Mayor regarding a loan, approve the
raising of a loan
45(2)(a) [Approving any short term debt agreement Council
46(1) Deciding whether to incur long term debt 1. In terms of section 160(2) Council N/A
of the Constitution the Council may not
delegate the raising of loans
2. A decision to raise a loan Council N/A
must be taken by the Council with a
supporting vote of a majority of its
members in terms of section 160(3)(b)
of the Constitution
3. Interms of section 30(5) of the Council N/A
Local Government: Municipal
Structures Act 1998 (Act No 117 of
1998) the Council may only after it
received and considered the report and
recommendations of the Executive
Mayor regarding a loan, approve the
raising of a loan
46(2)(a) |Approving any long term debt agreement Council N/A
48(1) Deciding whether to provide security for any of the Municipality’s debt obligations, Council N/A
debt obligations of a municipal entity under its sole control and contractual
obligations of the Municipality undertaken in connection with capital expenditure by
other persons on property, plant or equipment to be used by the Municipality or
such other person
48(2) Deciding the form/nature of security to be provided for any of the Municipality’s Council N/A
debt obligations, debt obligations of a municipal entity under its sole control and
contractual obligations of the Municipality undertaken in connection with capital
expenditure by other persons on property, plant or equipment to be used by the
Municipalitv or such other person
48(3)(a) [Deciding whether an asset or right that has been hypothecated in any manner as Council N/A
security is necessary for providing the minimum level of basic municipal services
48(3)(b) |Deciding, if an asset or right that has been hypothecated in any manner as security is Council N/A
necessary for providing the minimum level of basic municipal services, the manner
in which the availability of the asset or right will be protected
50 Deciding to issue a guarantee for any commitment or debt of any organ of state, Council N/A
person or municipal entity under the sole or shared control of the Municipality
Deciding to grant exemptions from charging interest on any arrears owing to the Subject to any prescripts in this regard Council N/A
Municipality in accordance with the Municipality’s budget-related policies
83(2) Determining the resources or opportunities to be made available for the training of Council Accounting Officer
officials to meet the prescribed financial management competency levels
84(1a) |Determining precisely the function or service that a municipal entity would perform Council Accounting Officer
on behalf of the Municipality when considering the establishment of, or
participation in, a municipal entity
84(2)(b)(i) |Considering an assessment of the impact of the shifting of a function or service to a Council Accounting Officer
municipal entity on the Municipality's staff, assets and liabilities when considering
the establishment of, or participation in, a municipal entity
84(2)(b)(ii) |Considering the comments or representations received from the local community, Council Municipal Council
organised labour and other interested persons in respect of the Municipality’s
intention to establish and/or participate in a municipal entity
84(2)(b)(iii) |Considering the views and recommendations of the National Treasury and the Council Municipal Council
provincial treasury, the national and provincial departments responsible for local
government and the MEC responsible for local government in respect of the
Municipality’s intention to establish and/or participate in a municipal entity
86(1) Receiving information from a municipal entity of which the Municipality is the Council Accounting Officer
parent municipality regarding the entity’s bank account(s)
87(1) Receiving a proposed budget for a municipal entity of which the Municipality is the Council N/A
parent municipality for each financial year
87(2) Considering the proposed budget of a municipal entity of which the Municipality is Council Accounting Officer
the parent municipality and assessing the entity's priorities and objectives
Deciding to make recommendations on the proposed budget of a municipal entity of Council Accounting Officer

which the Municipality is the parent municipality
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87(5)(c)

Determining the limits, including any limits on tariffs, revenue, expenditure and
borrowing, on the budget of a municipal entity of which the Municipality is the
parent municipality

Council

Accounting Officer

88(b)(ii)

Receiving and considering a mid-year performance assessment report of a municipal
entity of which the Municipality is the parent municipality

Council

Accounting Officer

89(a)

Determining the upper limits of the salary, allowances and other benefits of the
chief executive officer and senior managers of a municipal entity of which the
Municipality is the parent municipality

Council

N/A

89(b)

Monitoring and ensuring that a municipal entity of which the Municipality is the
parent municipality reports to the Council on all expenditure incurred by that
municipal entity on directors and staff remuneration matters, and in a manner that
discloses such expenditure per tvpe of expenditure

Council

Accounting Officer

Considering an application from a municipal entity of which the Municipality is the
parent municipality to transfer ownership or otherwise dispose of a capital asset

The power must be exercised in a
meeting which is open to

Council

N/A

other than an asset needed to provide the minimum level of basic municipal services

the public at which the Council —

Council

(a) must determine on reasonable
grounds that the asset is not needed to
provide the minimum level of basic
municipal services; and

Council

N/A

(b) has considered the fair market
value of the asset and the economic
and community value to be received in
exchange for the asset

Council

N/A

90(4)

Deciding to delegate to the Municipal Manager the power to determine on
reasonable grounds that the asset is not needed to provide the minimum level of
basic municipal services and the fair market value of the asset and the economic and
community value to be received in exchange for the asset in respect of movable
capital assets of a municipal entity of which the Municipality is the parent
municipality below a value determined by the Council

Council

N/A

Determining the value of movable capital assets of a municipal entity of which the
Municipality is the parent municipality in respect of which the Municipal Manager
may on reasonable grounds decide that the asset is not needed to provide the
minimum level of basic municipal services and the fair market value of the asset and
the economic and community value to be received in exchange for the asset

Council

N/A

97(3)

Receiving a report of the accounting officer of a municipal entity of which the
Municipality is the parent municipality regarding any payments due by an organ of
state to the entity in respect of service charges, if such payments are regularly in
arrears for periods of more than 30 days

Council

Accounting Officer

Considering a report of the accounting officer of a municipal entity of which the
Municipality is the parent municipality regarding any payments due by an organ of
state to the entity in respect of service charges, if such payments are regularly in
arrears for periods of more than 30 days

Council

N/A

101(1)

Receiving a report of the accounting officer of a municipal entity of which the
Municipality is the parent municipality on any financial problems of the entity

Council

Accounting Officer

104(1)(b)

Deciding which information, returns, documents, explanations and motivations to
require from the accounting officer of a municipal entity of which the Municipality is
the parent municipality

Council

Accounting Officer

109

Deciding, when a municipal entity of which the Municipality is the parent
municipality, experiences serious or persistent financial problems and the board of
directors of the entity fails to act effectively —

(a) the appropriate steps to be taken in terms of the Municipality’s rights and
powers over the entity concerned, including its rights and powers in terms of any
relevant service delivery or other agreement;

(b) impose a financial recovery plan, which meets the criteria set out in section 142
of the MFMA; or

(c) liquidate and disestablish the entity.

Council

N/A

Council

N/A

Council

N/A

Council

N/A

111

Making and implementing a supply chain management policy for the Municipality

Subject to the content requirements in
terms of section 112(1) of the MFMA

Council

CFO

113(1)

Deciding whether to consider an unsolicited bid received outside the Municipality’s
normal bidding process

Council

Accounting Officer

116(3)

Considering the reasons for the proposed amendment of a contract or agreement
and any representation that may have been received regarding the proposed
amendment of a contract or an agreement procured through the supply chain
management policy of the Municipality and deciding whether to consent to the
amendment of the contract or asreement

Council

N/A

116(3)

Considering the reasons for the proposed amendment of a contract or agreement
and any representation that may have been received regarding the proposed
amendment of a contract or an agreement procured through the supply chain
management policy of a municipal entity of which the Municipality is a parent
municipality and deciding whether to consent to the amendment of a contract or
agreement

Council

N/A

119(2)

Determining the resources or opportunities to be made available for the training of
officials involved in the implementation of the supply chain management policy of
the Municipality to meet the prescribed competency levels

Council

CFO
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120(1)

Deciding to enter into a public-private partnership agreement

Council

N/A

120(1)(a)

Determining whether a proposed public-private partnership agreement will provide
value for money to the municipality

Council

N/A

120(1)(b)

Determining whether a proposed public-private partnership agreement will be
affordable for the Municipality

Council

N/A

120(1)(c)

Determining whether a proposed public-private partnership agreement will transfer
appropriate technical, operational and financial risk to the private party

Council

N/A

120(4)

Deciding to conduct a feasibility study before a public-private partnership is
concluded

Council

Accounting Officer

120(5)

Determining whether to apply for the national government’s assistance in carrying
out and assessing a feasibility study regarding a proposed public-private partnership

Council

N/A

121(1)

Preparing an annual report for the Municipality

Council

Accounting Officer

121(4)(f)

Determining any additional information to be contained in the annual report of a
municipal entity of which the Municipality is a parent municipality

Council

Accounting Officer

126(2)(a)

Receiving the financial statements of municipal entity over which the Municipality
has sole control or effective control (if it is a private company)

Council

Accounting Officer

126(4)

Receiving a report outlining the reasons for the delay from the Auditor-General if
she/he is unable to complete an audit within three months after submission of the
Municipality’s annual financial statements and any consolidated annual financial
statements of the Municipality and of a municipal entity over which the Municipality
has sole control or effective control (if it is a private company)

Council

N/A

129(1)

Considering the annual report of the Municipality and of any municipal entity under
the Municipality's sole or shared control

Council

N/A

Adopting an oversight report containing the Council's comments on the annual
report(s)

Council

N/A

129(5)

Deciding whether to adopt guidelines issued by the National Treasury on the
manner in which councils should consider annual reports and conduct public
hearings and the functioning and composition of any public accounts or oversight
committees established by a council to assist it to consider an annual report

Council

N/A

133(c)(i)

Deciding whether to request the Speaker or another councillor to investigate the
reasons for the failure of the Municipal Manager or of the accounting officer of a
municipal entity under the Municipality's sole or shared control to submit annual
financial statements to the Auditor-General or the Executive Mayor’s failure to table
the annual report of the Municipality or a municipal entity in the Council

Council

N/A

Receiving the report of the appointed councillor regarding the failure of the
Municipal Manager or of the accounting officer of a municipal entity under the
Municipality's sole or shared control to submit annual financial statements to the
Auditor-General or the Executive Mayor’s failure to table the annual report of the
Municipalitv or a municioal entitv in the Council

Council

N/A

133(c)(ii)

Determining the appropriate steps to be taken to ensure that the financial
statements are submitted to the Auditor-General or that the annual report,
including the financial statements and the audit report on those statements, is
tabled in the Council, as the case may be

Council

N/A

133(c)(iii)

Deciding whether disciplinary steps should be taken against the Municipal Manager
or other persons responsible for the failure of the Municipal Manager or of the
accounting officer of a municipal entity under the Municipality's sole or shared
control to submit annual financial statements to the Auditor-General or the
Executive Mayor’s failure to table the annual report of the Municipality or a
municipal entity in the Council

Council

N/A

135(3)

Considering whether the Municipality is, or is likely to, encounter a serious financial
problems in meeting its financial commitments

Council

Mayor

135(3)(a)

Determining the manner of seeking solutions to any serious financial problem in
meeting its financial commitments experienced or anticipated by the Municipality

Council

Mayor

Defining the solutions to be implemented to solve or avoid any serious financial
problem in meeting its financial commitments experienced or anticipated by the
Municipality

Council

Mayor

135(3)(b)

Informing the MEC responsible for local government and the MEC responsible for
finance of any serious financial problem in meeting its financial commitments
experienced or anticipated by the Municipality

Council

Mayor

135(3)(c)

Notifying organised local government of any serious financial problem in meeting its
financial commitments experienced or anticipated by the Municipality

Council

Mayor

137(2)

Receiving an assessment of the seriousness of the financial problem in the
Municipality, the determination of the provincial executive whether the financial
problem experienced by the Municipality, singly or in combination with other
problems, is sufficiently serious or sustained that the Municipality would benefit
from a financial recovery plan and the request to a suitably qualified person to
prepare and submit a financial recovery plan for the Municipality

Council

Speaker of council

Receiving a copy of the Municipal Financial Recovery Service’s determination of the
reasons for the crisis in the Municipality’s financial affairs and assessment of the
Municipality's financial state

Council

Speaker of council

141(3)(a)

144(2)

Participating in consultations with the person or body appointed to prepare a
financial recovery plan or an amendment of such plan for the Municipality

Council

Accounting Officer

141(3)(c)

Commenting on a draft financial recovery plan or an amendment to such plan for

Council

Accounting Officer
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144(2) _ [the Municipality
143(3)(a) |Receiving an approved financial recovery plan for the Municipality Council Speaker of council
145(1)(a) [Implementing an approved financial recovery plan for the Municipality Council CFO
146(1)(a)
145(1)(b) [Reporting monthly to the MEC for local government on the implementation of the Council Accounting Officer
approved financial recovery plan for the Municipality
147(1)(b) [Receiving progress reports and a final report on any intervention from the MEC for Council Speaker of council
local government or the MEC responsible for finance
148(1)(b)(i) | Declaring the Municipality’s willingness to fulfil the executive obligation in terms of Council N/A
legislation or the Constitution that gave rise to any discretionary intervention in the
Municipality
148(3)(a) [Receiving a notification that an intervention in the Municipality has ended Council Speaker of council
152(1) Deciding to apply to the High Court for an order to stay all legal proceedings, Council Accounting Officer
including the execution of legal process, by persons claiming money from the
Municipality if the Municipality is unable to meet its financial commitments
153(1)(a) [Deciding to apply to the High Court for an order to stay, for a period not exceeding Council Accounting Officer
90 days at a time, all legal proceedings, including the execution of legal process, by
persons claiming money from the Municipality
153(1)(b) [Deciding to apply to the High Court for an order to suspend the Municipality's Council Accounting Officer
financial obligations to creditors, or any portion of those obligations, until the
Municipality can meet those obligations
153(1)(b) [Deciding to apply to the High Court for an order to terminate the Municipality's Council Accounting Officer
financial obligations to creditors, and to settle claims in accordance with a
distribution scheme referred to in section 155 of the MFMA
165(1) [Deciding whether to establish an internal internal audit unit or to outsource the Council Accounting Officer
internal audit function
166(1) and [Deciding whether to establish an internal audit committee for — Council Accounting Officer
(6) (a) the Municipality only; or Council Accounting Officer
(b) the Municipality and the local municipalities within the district municipal area; Council Accounting Officer
or
(c) the Municipality and any municipal entity under it sole control Council Accounting Officer
166(2) [Receiving reports of the audit committee Council Accounting Officer
166(2)(d) [Requesting the audit committee to investigate the financial affairs of the Council N/A
Municipality or a municipal entity of which the Municipality is a parent
166(4) [Determining the number of members of the audit committee Council N/A
Determining the nature of the appropriate experience that persons should possess Council N/A
to be considered for appointment as a member of the audit committee
166(5) |Appointing the members of the audit committee of the Municipality and of a Council N/A
municipal entity of which the Municipality is a parent municipality
Appointing from amongst the members of an audit committee who is not in the Council N/A
employ of the municipality or municipal entity a chairperson
168(3) [Considering any guidelines issued by the Minister of Finance in terms of section Council N/A
168(1) of the MFMA
171(4)(a) [Investigating any allegations of financial misconduct against the Municipal Manager, Council N/A
the Chief Financial Officer, a senior manager or other official of the Municipality
unless those allegations are frivolous, vexatious, speculative or obviously unfounded
Deciding whether an allegation of financial misconduct against the Municipal Council N/A
Manager, the Chief Financial Officer, a senior manager or other official of the
Municipality is frivolous, vexatious, speculative or obviously unfounded
174(4)(b) |Deciding whether an investigation of an allegation of financial misconduct against Any disciplinary proceedings must be Council N/A
the Municipal Manager, the Chief Financial Officer, a senior manager or other official |conducted in terms of the relevant
of the Municipality revealed anything that warrants the institution of disciplinary collective agreement
proceedings
176(2) |Deciding to recover from a political office-bearer or official of the Municipality any Council N/A
loss or damage suffered by it because of the deliberate or negligent unlawful actions
of that political office-bearer or official when performing a function of office
178(2)(a) [Submitting to the National Treasury a list of all corporate entities in which the Council N/A
Municipality or a municipal entity under its sole or shared control has an interest
178(2)(b) [Submitting to the National Treasury a list of all public-private partnerships to which Council N/A
the Municipality is a party, with a value of more than one million Rands in total or
per annum
178(2)(c) |Submitting to the National Treasury a list of all other types of contracts of the Council N/A
Municipality for a period beyond 1 January 2007 and with a value of more than one
million Rands in total or per annum
Powers delegated to Executive Mayor or Mayor and other political bodies
Section of |Power/duty conferred Conditions
MFMA
12(1) Deciding to set-up a relief, charitable, trust or other fund of whatever description Mayor/Comm's Accounting Officer
16(2) |Tabling the budget at a Council meeting The annual budget must be tabled at Mayor/Comm's Mayor

least 90 days before 1 July each year
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21(1)(a)

Co-ordinating the processes of preparing the annual budget and reviewing the
Municipality's integrated development plan and budget-related policies

Mayor/Comm's

Mayor

21(1)(b)

Tabling in the Council a time schedule outlining key deadlines for the preparation,
tabling and approval of the annual budget, the annual review of the integrated
development plan and the Municipality’s budget-related policies, the tabling and
adoption of any amendments to the integrated development plan and the budget-
related policies and any consultative processes forming part of the processes

At least 10 months before 1 July each
year

Mayor/Comm's

Mayor

21(2)(b)

Deciding the reasonable steps to be taken to review the Municipality’s integrated
development plan

Mayor/Comm's

Mayor

21(2)(d)

Determining the manner and timing of consultation of the local municipalities within
the municipal area, the provincial treasury and such other organs of state as may be
prescribed with regard to the Municipality’s annual budget

Mayor/Comm's

Mayor

21(2)(e)

Providing information relating to the budget that may be requested to the National
Treasury and any other organ of state

Subject to any limitations that may be
prescribed in respect of organs of state
other than the National Treasury

Mayor/Comm's

Mayor

25(3)

Complying with section 55 of the MFMA if the Municipality has not approved an
annual budget, including revenue-raising measures necessary to give effect to the
budget, by 1 July of any year

Immediately report the matter to the
MEC responsible for local government

Mayor/Comm's

Mayor

26(4)

Obtaining the MEC responsible for finance’s approval to withdraw funds from the
Municipality’s bank accounts, if a budget has not been approved on or before 1 July
of each year.

Mayor/Comm's

Mayor

27(1)

Determining the likelihood of the Municipality not being able to comply with the
MFMA or other legislation relating to the tabling or approval of an annual budget or
compulsory consultation processes

Mayor/Comm's

Mayor

Informing the MEC responsible for finance of any impending non-compliance by the
Municipality of any provisions of the MFMA or any other legislation pertaining to the
tabling or approval of an annual budget or compulsory consultation processes

Mayor/Comm's

Mayor

27(2)

Deciding to apply to the MEC responsible for finance to extend any time limit or
deadline with regard to the preparation and approval of the annual budget

Mayor/Comm's

Mayor

Applying to the MEC responsible for finance to extend any time limit or deadline
with regard to the preparation and approval of the annual budget

Mayor/Comm's

Mayor

27(3)

Informing the Council, the MEC responsible for finance and the National Treasury, in
writing, of any actual non-compliance by the Municipality of a provision of Chapter 4
of the MFMA and any remedial or corrective measures the Municipality intends to
implement to avoid a recurrence of such non-compliance

Mayor/Comm's

Mayor

28(4)

Tabling an adjustments budget in the Council

Mayor/Comm's

Mayor

29(1)

Deciding to authorise unforeseeable and unavoidable expenditure for which no
provision was made in an approved budget in emergency or other exceptional
circumstances

Mayor/Comm's

Mayor

29(2)(c)

Reporting to the Council regarding the authorisation of unforeseeable and
unavoidable expenditure for which no provision was made in an approved budget in
emergency or other exceptional circumstances

Such report must be made to the
Council at the first Council meeting
next ensuing after the authorisation
was given

Mayor/Comm's

Mayor

31(d)

Giving written approval for exceeding the amount appropriated in respect of a
capital programme

Mayor/Comm's

Mayor

52(a)

Deciding the nature and extent of, and manner in which political guidance over the
fiscal and financial affairs of the Municipality will be provided

Mayor/Comm's

Mayor

52(b)

Deciding the monitoring and oversight mechanisms to be applied to the exercise by
the Municipal Manager and the Chief Financial Officer of their powers, functions and
duties in terms of the MFMA

Mayor/Comm's

Mayor

52(c)

Deciding the reasonable steps to be taken to ensure that the Municipality performs
its constitutional and statutory functions within the limits of the Municipality's
approved budget

Mayor/Comm's

Mayor

52(d)

Submitting to the Council, within 30 days of the end of each quarter, a report on the
implementation of the budget and the financial state of affairs of the Municipality

Mayor/Comm's

Mayor

53(1)(a)

Deciding the nature and extent of, and manner in which political guidance is to be
given over the budget process and the priorities that must guide the preparation of
a budget

Mayor/Comm's

Mayor

53(1)(b)

Deciding the steps to be taken to co-ordinate the annual revision of the integrated
development plan and the preparation of the annual budget

Mayor/Comm's

Mayor

Determining how the integrated development plan is to be taken into account or
revised for the purposes of the budget

Mayor/Comm's

Mayor

53(1)(c)(i)

Determining the reasonable steps to be taken to ensure that the Municipality
approves its annual budget before the start of the budget year

Mayor/Comm's

Mayor

53(1)(c)(ii)

Determining the reasonable steps to be taken to ensure he/she approves the
Municipality's service delivery and budget implementation plan

The Executive Mayor must approve the
annual service delivery and budget
implementation plan within 28 days
after the approval of the budget

Mayor/Comm's

Mayor
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53(1)(c)(iii) [Determining the reasonable steps to be taken to ensure that the annual In terms of section 57(2)(a) of the Mayor/Comm's Mayor
performance agreements for the Municipal Manager and all senior managers Municipal Systems Act the annual
comply with the MFMA, are linked to the measurable performance objectives performance agreements must be
approved with the budget and to the service delivery and budget implementation concluded on or before 30 July of each
plan and are concluded in accordance with section 57(2) of the Municipal Systems  |year
Act
53(2) Reporting to the Council and the MEC responsible for finance any delay in the Mayor/Comm's Mayor
tabling of an annual budget, the approval of the service delivery and budget
implementation plan or the signing of the annual performance agreements
53(3)(a) |Ensuring that the revenue and expenditure projections for each month and the Mayor/Comm's Mayor
service delivery targets and performance indicators for each quarter, contained 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
53(3)(b) [Ensuring that the performance agreements of the Municipal Manager, senior Mayor/Comm's Mayor
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
Submission of the annual performance agreements of the Municipal Manager, Mayor/Comm's Mayor
senior managers and any other categories of officials as may be prescribed, to the
Council and the MEC responsible for local government
54(1)(a) [Making arrangements for the receipt of a monthly statement on the state of the 1. The statement a statement Mayor/Comm's Mayor
Municipality's budget and a mid-year corporate performance assessment report regarding the state of the municipality's
budget must be submitted not later
than 10 working days after the end of
each month
2. The mid-year performance Mayor/Comm's Mayor
assessment report must be submitted
not later than 25 January of each year
3. The mid-year corporate Mayor/Comm's Mayor
performance assessment report must
be submitted to the Council not later
than 31 January each vear
54(1)(b) [Determining the procedures, including reports required to check whether the Mayor/Comm's Mayor
Municipality's approved budget is implemented in accordance with the service
delivery and budget implementation plan
54(1)(c) |Determining whether it is necessary to make any revisions to the service delivery Revisions to the service delivery targets | Mayor/Comm's Mayor
and budget implementation plan and performance indicators in the plan
Determining the process of formulating revisions to the service delivery and budget |may only be made with the approval of
implementation plan the Council following approval of an
54(1)(d) [Determining the instructions to be given to the Municipal Manager to ensure that If the Municipality faces any serious Mayor/Comm's Mayor
the budget is implemented in accordance with the service delivery and budget financial problems, the Executive
implementation plan and that spending of funds and revenue collection proceed in  [Mayor must promptly respond to and
accordance with the budget initiate any remedial or corrective steps
proposed by the Municipal Manager to
deal with such problems, which may
include steps to reduce spending when
revenue is anticipated to be less than
projected in the Municipality's
approved budget, the tabling of an
adjustments budget or steps in terms
of Chapter 13 of the MFMA and alert
the Council and the MEC for local
government to those problems
54(1)(e) [Considering whether the Municipality faces any financial problems including any Mayor/Comm's Mayor
emerging or impending financial problems
54(3) Making public any revisions of the service delivery and budget implementation plan Mayor/Comm's Mayor
55 Immediately report to the MEC for local government if the Municipality has not Mayor/Comm's Mayor
approved an annual budget by 1 July of any year or if the Municipality encounters a
serious financial problem
56 Providing guidance to the Municipality to exercise its rights and powers over any Mayor/Comm's Mayor
municipal entity in which the Municipality has sole or shared control
59(1)(a) |Deciding to delegate the powers and duties assigned to the Executive Mayor in 1. Such power or duty may only be Mayor/Comm's Mayor
terms of the MFMA delegated to another member of the
Mayoral Committee
2. Adelegation by the Executive Mayor/Comm's Mayor
Mayor must be in writing
3. Adelegation by the Executive Mayor/Comm's Mayor
Mayor does not divest him/her of the
responsibility concerning the exercise
of the delegated power or the
performance of the delegated duty.
59(2) Determining the conditions and limitations of any delegation by the Executive Mayor/Comm's Mayor

Mayor
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59(3)

Deciding to confirm, vary or revoke any decision taken in consequence of a
delegation by the Executive Mayor

No variation or revocation of a decision
may detract from any rights that may
have accrued as a result of the decision

Mayor/Comm's

Mayor

87(3)

Tabling the proposed budget of a municipal entity of which the Municipality is the
parent municipality in the Council

Together with the Municipality’s
budget for the relevant financial year

Mayor/Comm's

Mayor

87(6)

Considering an application by the board of directors of a municipal entity of which
the Municipality is the parent municipality to revise the budget of the municipal
entity

Mayor/Comm's

Mayor

87(9)

Tabling the budget or adjusted budget and any adjustments budget of a municipal
entity of which the Municipality is the parent municipality at the next Council
meeting

Mayor/Comm's

Mayor

102(1)

Receiving a report of the board of directors of a municipal entity of which the
Municipality is the parent municipality any irregular expenditure or any fruitless

and wasteful expenditure incurred by, or on behalf of, that municipal entity

Mayor/Comm's

Mayor

103

Receiving a report of the accounting officer of a municipal entity of which the
Municipality is the parent municipality regarding any interference by a councillor
outside that councillor's assigned duties, in the financial affairs of the municipal
entity; or the responsibilities of the board of directors of the municipal entity

Mayor/Comm's

Mayor

127(2)

Tabling in the Council the Municipality’s annual report and the annual report of any
municipal entity under the Municipality's

sole or shared control

Mayor/Comm's

Mayor

127(3)(a)

Submitting to the Council a written explanation setting out the reasons for any delay
in tabling the Municipality’s annual report and the annual report of any municipal
entity under the Municipality's

sole or shared control

Mayor/Comm's

Mayor

Mayor/Comm's

Mayor

130(1)

Determining the reasonable time period to be allowed during a council meeting at
which an annual report is to be discussed or at which decisions concerning an annual

report are to be taken for the discussion of any written submissions received from
the local community or organs of state on the annual report and for members
of the local community or any organs of state to address the Council

Mayor/Comm's

Mayor

Mayor/Comm's

Mayor

131(1)

Ensuring that the Municipality addresses all the issues raised in an audit report

Mayor/Comm's

Mayor

133(1)(a)

Tabling in the Council a written explanation setting out the reasons for the failure of
the Municipal Manager or of the accounting officer of a municipal entity under the
Municipality's sole or shared control to submit annual financial statements to the
Auditor-General or the Executive Mayor’s failure to table the annual report of the
Municipality or a municipal entity in the Council

Mayor/Comm's

Mayor

136(1)(a)

Participating in consultations with the MEC for local government regarding a serious
financial problem in the Municipality

Mayor/Comm's

Mayor

137(1)(d)

Participating in consultations with the MEC for local government regarding the
Municipality's co-operation in resolving any financial problem, and if applicable,
implementing the financial recovery plan

Mayor/Comm's

Mayor

139(1)(b)

Participating in consultations with the MEC for local government regarding the
Municipality's co-operation in implementing the recovery plan, including the
approval of a budget and legislative measures giving effect to the recovery plan

Mayor/Comm's

Mayor

139(2)

Receiving a request made by the provincial executive to the Municipal Financial
Recovery Service to determine the reasons for the crisis in the Municipality’s
financial affairs, to assess the Municipality's financial state and to prepare an
appropriate recovery plan for the Municipality

166(2)

Mayor/Comm's

Mayor

Receiving reports of the audit committee

Mayor/Comm's

Mayor

Powers delegated to Municipal Manager

Section of
MFMA

Power/duty conferred

Applicable Conditions

8(5)

Submission of the Municipality’s primary bank account details, and any impending
change thereof

MM/AO

Accounting officer

9(a)

Submission of the prescribed details regarding any new bank accounts opened for
the Municipality

MM/AO

Accounting officer

9(b)

Submission of the details of the Municipality’s bank accounts annually before the
start of a financial year

MM/AO

Accounting officer

10(1)(a)

Administration of the Municipality’s bank accounts

MM/AO

CFO

10(2)

Enforcing compliance with sections 7, 8 and 11 of the MFMA

MM/AO

CFO

11(1)

Authorising staff to withdraw or authorise the withdrawal of money from the

Municipality’s bank account

1. Subject to the prescribed
framework

MM/AO
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2. If the Municipality has a primary MM/AO CFO
bank account which is separate from its
other bank accounts, only the Chief
Financial Officer may be authorised to
withdraw money or authorise the
withdrawal of money from the
Municipality's primary bank account in
terms of section 11(2) of the MFMA
11(4)(a) |Preparation of a quarterly consolidated report of all withdrawals made in terms of ~ |A quarterly consolidated report of all MM/AO CFO
section 11(1)(b) to (j) of the MFMA from the Municipality’s bank accounts withdrawals made from the
Municipality’s bank accounts must be
Tabling of a quarterly consolidated report of all withdrawals made in terms of tabled in the Council, and submitted to MM/AO Accounting officer
section 11 (1)(b) to (j) of the MFMA from the Municipality’s bank accounts in the the provincial treasury and the Auditor-
Council General within 30 days after the end of
each quarter.
11(4)(b) [Submission of quarterly consolidated report of all withdrawals made in terms of MM/AO Accounting officer
section 11 (1)(b) to (j) of the MFMA to the provincial treasury and the Auditor-
General

12(4) Issuing written authority to withdraw money without appropriation in terms of an Such authorisation must be in MM/AO Accounting officer
approved budget from a bank account opened for the purpose of a relief, charitable, |accordance with decisions of the
trust or other fund Council in this regard and only for the

purposes for which, and subject to the
conditions on which, the fund was
established or the money in the fund
was donated
22 Making the annual budget as tabled public, inviting the community to submit In accordance with Chapter 4 of the MM/AO Accounting officer
representations in connection therewith and submitting same to the national and Local Government: Municipal Systems
provincial treasuries and affected municipalities Act 2000

24(3) Submission of the approved annual budget to the National Treasury and the MM/AO CFO
provincial treasury

31(c) Issuing a certificate specifying that actual revenue for the financial year concerned is |Funds for the programme in question MM/AO Accounting officer
expected to exceed budgeted revenue and that sufficient funds are available for was appropriated for more than one
exceeding the amount appropriated for a specific capital programme without financial year
incurring further borrowing beyond the annual budget limit

32(3) Deciding whether a decision taken by the Council or the Executive Mayor is likely to MM/AO Accounting officer
result, if itis implemented, in unauthorised, irregular or fruitless and wasteful
expenditure
Instructing an authorised official not to implement a decision taken by the Council or MM/AO Accounting officer
the Executive Mayor that is likely to result, if it is implemented, in unauthorised,
irregular or fruitless and wasteful expenditure
Informing the Council or the Executive Mayor that a decision taken by the Council or MM/AO Accounting officer
the Executive Mayor is likely to result, if it is implemented, in unauthorised,
irregular or fruitless and wasteful expenditure

32(4) Deciding whether an expenditure incurred by the Municipality was unauthorised, MM/AO Accounting officer
irregular or fruitless and wasteful expenditure
Determining the amount of any unauthorised, irregular or fruitless and wasteful MM/AO Accounting officer
expenditure incurred by the Municipality
Identifying the person responsible, or suspected of being responsible, for MM/AO Accounting officer
unauthorised, irregular or fruitless and wasteful expenditure
Determining the steps to be taken to recover or rectify any unauthorised, irregular MM/AO Accounting officer
or fruitless and wasteful expenditure incurred by the Municipality
Determining the steps to be taken to prevent the recurrence of unauthorised, MM/AO Accounting officer
irregular or fruitless and wasteful expenditure by the Municipality
Informing the Executive Mayor, the MEC for local government and the Auditor- MM/AO Accounting officer
General, in writing, of any unauthorised, irregular or fruitless and wasteful
expenditure incurred by the Municipality, whether any person is responsible or
under investigation for such  unauthorised, irregular or fruitless and wasteful
expenditure and the steps that have been taken to recover or rectify such
expenditure and to prevent a recurrence of such expenditure.

32(6) Determining whether an alleged irregular expenditure constitutes a criminal offence MM/AO Accounting officer
Determining whether alleged theft and fraud occurred in the Municipality MM/AQ Accounting officer
Reporting alleged irregular expenditure that constitutes a criminal offence and MM/AO Accounting officer
alleged theft and fraud which occurred in the Municipality to the SAPS

37(2) Determining the projected amount of any allocation proposed to be transferred to  |Such notification must be given on or MM/AO CFO
another municipality during each of the next three financial years and notifying the |before 2 April each year
receiving municipality thereof

45(2)(b) |[Signing a debt agreement or other document which creates or acknowledges any MM/AO CFO
short term debt

46(2)(b) |Signing a debt agreement or other document which creates or acknowledges any MM/AO CFO
long-term debt
Determining the (proposed) remedial or corrective steps to deal with any serious MM/AO CFO

financial problems facing the Municipality
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60(b)(i)

Determining the nature, extent and manner of providing guidance and advice on
compliance with the MFMA to the political structures, political office-bearers and
officials of the Municipality and any municipal entity under the sole or shared
control of the Municipality

MM/AO

CFO

61(1)(b)

Deciding to disclose to the Council and the Executive Mayor all material facts which
are available or reasonably discoverable, and which in any way might influence the
decisions or actions of the Council or the Executive Mayor

MM/AO

Accounting officer

Deciding the timing and manner of disclosing to the Council and the Executive
Mayor/Mayor all material facts which are available or reasonably discoverable, and
which in any way might influence the decisions or actions of the Council or the
Executive Mayor/Mavor

MM/AO

Accounting officer

62(1)(a)

Deciding the reasonable steps to be taken to ensure that that the resources of the
Municipality are used effectively, efficiently and economically

MM/AO

CFO

62(1)(b)

Deciding the reasonable steps to be taken to ensure that that full and proper
records of the Municipality’s financial affairs are kept in accordance with any
prescribed norms and standards

MM/AO

CFO

62(1)(c)(i)

Deciding the reasonable steps to be taken to ensure that that the Municipality has
and maintains effective, efficient and transparent systems of financial and risk
management and internal control

MM/AO

CFO

62(1)(c)(ii)

Deciding the reasonable steps to be taken to ensure that the Municipality has and
maintains effective, efficient and transparent systems of internal audit operating in
accordance with any prescribed norms and standards

MM/AO

Accounting officer

62(1)(d)

Deciding the reasonable steps to be taken to ensure that unauthorised, irregular or
fruitless and wasteful expenditure and other losses are prevented

MM/AO

CFO

62(1)(e)

Deciding the reasonable steps to be taken to ensure that disciplinary or, when
appropriate, criminal proceedings are instituted against any official of the
Municipality who has allegedly committed an act of financial misconduct or an
offence in terms of Chapter 15 of the MEMA

62(1)(f)(i)

MM/AO

Accounting officer

Deciding the reasonable steps to be taken to ensure that the Municipality has and
implements a tariff policy referred to in section 74 of the Municipal Systems Act

MM/AO

Accounting officer

62(1)(f)(ii)

Deciding the reasonable steps to be taken to ensure that the Municipality has and
implements a rates policy as required in terms of section 3 of the Local Government:
Municipal Property Rates Act, 2004 (Act No 6 of 2004)

Only if there is a district management
area in the municipal area of the
Municipality

MM/AO

CFO

62(1)(f)(iii)

Deciding the reasonable steps to be taken to ensure that the Municipality has and
implements a credit control and debt collection policy referred to in section 96(b) of
the Municipal Systems Act

MM/AO

CFO

62(1)(f)(iv)

Deciding the reasonable steps to be taken to ensure that that the Municipality has
and implements a supply chain management policy in accordance with Chapter 11
of the MFMA

MM/AO

CFO

63(2)(a)

Deciding the reasonable steps to be taken to ensure that the Municipality has and
maintains a management, accounting and information system that accounts for the
assets and liabilities of the Municipality

63(2)(b)

MM/AO

CFO

Deciding the reasonable steps to be taken to ensure that the Municipality's assets
and liabilities are valued in accordance with standards of generally recognised
accounting practice

MM/AO

CFO

63(2)(c)

Deciding the reasonable steps to be taken to ensure that the Municipality has and
maintains a system of internal control of assets and liabilities, including an asset and
liabilities register, as may be prescribed

MM/AO

CFO

64(2)(a)

Deciding the reasonable steps to be taken to ensure that the Municipality has
effective revenue collection systems consistent with section 95 of the Municipal
Systems Act and the Municipality's credit control and debt collection policy

MM/AO

CFO

64(2)(b)

Deciding the reasonable steps to be taken to ensure that revenue due to the
Municipality is calculated on a monthly basis

MM/AO

CFO

64(2)(c)

Deciding the reasonable steps to be taken to ensure that accounts for regional
services council levies and charges for municipal services are prepared on a monthly
basis, or less often as may be prescribed where monthly accounts are uneconomical

MM/AO

CFO

64(2)(d)

Deciding the reasonable steps to be taken to ensure that all money received is
promptly deposited in accordance with the MFMA into the Municipality's primary
and other bank accounts

MM/AO

CFO

64(2)(e)

Deciding the reasonable steps to be taken to ensure that the Municipality has and
maintains a management, accounting and information system which recognises
revenue when it is earned and accounts for debtors and for receipts of revenue

MM/AO

CFO

64(2)(f)

Deciding the reasonable steps to be taken to ensure that the Municipality has and
maintains a system of internal control in respect of debtors and revenue

Subject to any prescripts in this regard

MM/AO

CFO

64(2)(g)

Deciding the reasonable steps to be taken to ensure that the Municipality charges
interest on arrears, except where the Council has granted exemptions in accordance
with its budget-related policies and within a prescribed framework

Subject to any prescripts in this regard

MM/AO

CFO

64(2)(h)

Deciding the reasonable steps to be taken to ensure that all revenue received by the
Municipality, including revenue received by any collecting agent on its behalf, is
reconciled at least on a weekly basis

MM/AO

CFO

64(3)

Informing the National Treasury of any payments due by an organ of state to the
Municipality in respect of municipal tax or for municipal services, if such payments
are regularly in arrears for periods of more than 30 days.

MM/AO

CFO
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64(4)(a)

Deciding the reasonable steps to be taken to ensure that any funds collected by the
Municipality on behalf of another organ of state is transferred to that organ of state
at least on a weekly basis

MM/AO

CFO

64(4)(b)

Deciding the reasonable steps to be taken to ensure that funds collected by the
Municipality on behalf of another organ of state are not used for purposes of the
Municipality

MM/AO

CFO

65(2)(a)

Deciding the reasonable steps to be taken to ensure that the Municipality has and
maintains an effective system of expenditure control, including procedures for the
approval, authorisation, withdrawal and payment of funds

MM/AO

CFO

65(2)(b)

Deciding the reasonable steps to be taken to ensure that the Municipality has and
maintains a management, accounting and information system which recognises
expenditure when it is incurred and that accounts for creditors of, and payments
made by, the Municipality

MM/AO

CFO

65(2)(c)

Deciding the reasonable steps to be taken to ensure that the Municipality has and
maintains a system of internal control in respect of creditors and payments

MM/AO

CFO

65(2)(d)

Deciding the reasonable steps to be taken to ensure that payments by the
Municipality are made directly to the person to whom it is due unless agreed
otherwise for reasons as may be prescribed and either electronically or by way of
non-transferable cheques

Cash payments and payments by way
of cash cheques may be made for
exceptional reasons only and only up to
a prescribed limit

MM/AO

Accounting officer

65(2)(e)

Deciding the reasonable steps to be taken to ensure that all money owing by the
Municipality be paid within 30 days of receiving the relevant invoice or statement,
unless prescribed otherwise for certain categories of expenditure

MM/AO

CFO

65(2)(f)

Deciding the reasonable steps to be taken to ensure that the Municipality complies
with its tax, levy, duty, pension, medical aid, audit fees and other statutory
commitments

MM/AO

CFO

65(2)(g)

Deciding the reasonable steps to be taken to ensure that any dispute concerning
payments due by the Municipality to another organ of state is disposed of in terms
of legislation regulating disputes between organs of state

MM/AO

CFO

65(2)(h)

Deciding the reasonable steps to be taken to ensure that the Municipality's available
working capital is managed effectively and economically in terms of the prescribed
cash management and investment framework

MM/AO

CFO

65(2)(i)

Deciding the reasonable steps to be taken to ensure that the Municipality's supply
chain management policy is implemented in a way that is fair, equitable,
transparent, competitive and cost-effective

MM/AO

CFO

65(2)(j)

Deciding the reasonable steps to be taken to ensure that all financial accounts of the
Municipality are closed at the end of each month and reconciled with its records

MM/AO

CFO

66

Reporting to the Council on all

expenditure incurred by the Municipality on staff salaries, wages, allowances and
benefits, and in a manner that discloses such expenditure per type of expenditure

MM/AO

Accounting officer

67(1)

Determining whether an organisation or body outside any sphere of government to
whom funds of the Municipality stand to be transferred otherwise than in
compliance with a commercial or other business transaction, -

(a) has the capacity to comply with any agreement with the Municipality,

(b) for the period of the agreement to comply with all reporting, financial
management and auditing requirements as may be stipulated in the agreement,

(c) to report at least monthly to the Municipal Manager on actual expenditure
against such transfer and to submit its audited financial statements for its
financial year to the Municipal Manager promptly;

(d) implements effective, efficient and transparent financial management and
internal control systems to guard against fraud, theft and financial mismanagement;
and

(e) has in respect of previous similar transfers complied with all the requirements of
section 67(1) of the MFMA

MM/AO

MM/AO

Accounting officer

MM/AO

MM/AO

Accounting officer

MM/AO

CFO

MM/AO

CFO

MM/AO

CFO

Entering into an agreement with an organisation or body outside any sphere of
government to whom funds of the Municipality stand to be transferred otherwise
than in compliance with a commercial or other business transaction

MM/AO

Accounting officer

67(2)

Obtaining the approval of the provincial treasury to transfer funds of the
Municipality to an organisation or body outside any sphere of government
otherwise than in compliance with a commercial or other business transaction if
there has been a failure by an organisation or body to comply with the requirements
of section 67(1) of the MFMA in respect of a previous transfer

MM/AO

Accounting officer

67(3)

Determining the appropriate mechanisms to ensure compliance by an organisation
or body outside any sphere of government to whom funds of the Municipality was
transferred otherwise than in compliance with a commercial or other business
transaction with —

(a) any agreement with the Municipality,

(b) for the period of the agreement to comply with all reporting, financial
management and auditing requirements as may be stipulated in the agreement,

MM/AO

CFO

MM/AO

CFO

MM/AO

CFO
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(c) to report at least monthly to the Municipal Manager on actual expenditure
against such transfer and to submit its audited financial statements for its
financial year to the Municipal Manager promptly;

(d) implements effective, efficient and transparent financial management and
internal control systems to guard against fraud, theft and financial mismanagement;
and

(e) has in respect of previous similar transfers complied with all the requirements of
section 67(1) of the MFMA

MM/AO

CFO

MM/AO

CFO

MM/AO

CFO

67(4)

Determining whether an organisation or body outside any sphere of government to
whom funds of the Municipality stand to be transferred otherwise than in
compliance with a commercial or other business transaction is an organisation or
body serving the poor or used by government as an agency to serve the poor

MM/AO

Accounting officer

68(a)

Assisting the Executive Mayor in performing the budgetary steps assigned to the
Executive Mayor

MM/AO

Accounting officer

68(b)

Determining the administrative support, resources and information required by the
Executive Mayor to perform the budgetary steps assigned to the Executive Mayor

MM/AO

Accounting officer

Making the administrative support, resources and information required by the
Executive Mayor to perform the budgetary steps assigned to the Executive Mayor
available to him/her

MM/AO

Accounting officer

69(1)(a)

Determining, in relation to implementing the Municipality’s approved budget, the
reasonable steps required to ensure that the spending of funds is in accordance with
the budget and is reduced as necessary when revenue is anticipated to be less than
projected in the budget or in the service delivery and budget implementation plan

MM/AO

Accounting officer

69(1)(b)

Determining, in relation to implementing the Municipality’s approved budget, the
reasonable steps required to ensure that revenue and expenditure are properly
monitored

MM/AO

Accounting officer

69(2)

Determining whether it is necessary to prepare an adjustments budget

MM/AO

CFO

Preparing an adjustments budget and submitting it to the Executive Mayor for
consideration and tabling in the Council

MM/AO

Accounting officer

69(3)(a)

Preparing and submitting, within 14 days after the approval of the Municipality’s
annual budget, a draft service delivery and budget implementation plan for the
budget year

MM/AO

Accounting officer

69(3)(b)

Preparing and submitting, within 14 days after the approval of the Municipality’s
annual budget, 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

An annual performance agreement
must be concluded on or before 31 July
of each year in terms of section
57(2)9a) of the Municipal Systems Act

MM/AO

Accounting officer

70(1)

Reporting in writing to the Council any impending shortfalls in budgeted revenue
and overspending of the Municipality's budget and any steps taken to prevent or
rectify such shortfalls or overspending

MM/AO

Accounting officer

70(2)

Informing the National Treasury that the Municipality’s bank account or, if the
Municipality has more than one bank account, the consolidated balance in those
bank accounts, shows a net overdrawn position for a period exceeding a prescribed
period

MM/AO

Accounting officer

71(2)

Submitting to the Executive Mayor and the provincial treasury, within 10 working
days after the end of each month, a statement in the prescribed format on the state
of the municipality's budget

1. The statement must contain the
information referred to in section 71(1),
(2) and (3) of the MFMA

MM/AO

CFO

2. The statement submitted to the
provincial treasury must be in the form
of a signed and an electronic document

MM/AO

CFO

71(5)

Submitting to the national or provincial organ of state or municipality which
transferred an allocation during any particular month to the Municipality within 10
working days after the end of the month concerned a statement indicating the
amount of any allocations received and actual expenditure on those allocations,
excluding expenditure on its share of the local government equitable share and
allocations exempted by the annual Division of Revenue Act from compliance with
this requirement

MM/AO

CFO

72(1)(a)

Performing an assessment of the Municipality’s performance during the first half of
each financial year

MM/AO

Accounting officer

72(1)(b)

Submitting the mid-year performance assessment report to the Executive Mayor,
the National Treasury and the Provincial Treasury

On or before 25 January each year

MM/AO

Accounting officer

72(3)

Determining whether it is necessary to recommend that an adjustments budget be
considered and that revised projections for revenue and expenditure is necessary

MM/AO

Accounting officer

73(a)

Informing the provincial treasury of any failure by the Council to adopt or
implement a budget-related policy or a supply chain management policy

MM/AO

Accounting officer

73(b)

Informing the provincial treasury of any non-compliance by a political structure or
political office-bearer of the Municipality with a budget-related policy or the supply
chain management policy

MM/AO

Accounting officer

74(1)

Submitting to the National Treasury, the provincial treasury, the department for
local government and the Auditor-General such information, returns, documents,
explanations and motivations as may be prescribed or as may be required.

MM/AO

CFO

Reporting his/her inability to comply with any of the responsibilities in terms of the
MFMA, together with reasons, to the Executive Mayor and the provincial treasury

MM/AO

Accounting officer
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75(1) Ensuring that the required documents are uploaded to, and available on, the MM/AO Accounting officer
Municipality’s website within five days after its tabling in the Council or on the date
on which it must be made public, whichever occurs first
77(1) Deciding to designate any officials other than those listed in section 77(1)(a) to (c) of MM/AO CFO
the MFMA as “top management”
79(1)(a) |Developing an appropriate system of  delegation that will both maximise MM/AO Accounting officer
administrative and operational efficiency and provide adequate checks and balances
in the Municipality's financial administration for the proper application of the MFMA
79(1)(b) [Delegating to a member of the Municipality's top management or any other official (1. No delegation may be done by MM/AO Accounting officer
of the Municipality any of the powers or duties assigned to an accounting the Municipal Manager to any political
officer in terms of the MFMA or any powers or duties reasonably necessary to assist |structure or political office-bearer of
the accounting officer in complying with a duty which requires the accounting |the Municipality
officer to take reasonable or appropriate steps to ensure the achievement of the 2. A delegation must be in MM/AO Accounting officer
aims of a specific  provision of the MFMA writing;
3. A delegation is subject to such MM/AO Accounting officer
limitations and conditions as the
Municipal Manager may impose in a
specific case:
4, A delegation may either be to a MM/AO Accounting officer
specific individual or to the holder of a
specific post in the Municipality;
5. A delegation may, in the case MM/AO Accounting officer
of a delegation to a member of the
Municipality's top management
authorise that member to sub-delegate
the delegated power or duty to an
official or the holder of a specific post
in that member's area of responsibility;
and
6. A delegation does not divest MM/AO Accounting officer
the Municipal Manager of the
responsibility concerning the exercise
of the delegated power or the
performance of the delegated duty
79(1)(c) |Regularly reviewing delegations issued to a member of the Municipality's top MM/AO Accounting officer
management or any other official of the Municipality and, if necessary, amending or
withdrawing any of those delegations
79(2) Reviewing and confirming, varying or revoking any decision taken in consequence of |No variation or revocation of a decision MM/AO Accounting officer
a delegation or sub-delegation in terms of the MFMA taken under delegated powers may
detract from any rights that may have
accrued as a result of the decision
80(1)(b) [Allocating officials of the Municipality to the Chief Financial Officer MM/AO CFO
84(1)(b) [Making an assessment of the impact of the shifting of a function or service to a MM/AO CFO
municipal entity on the Municipality's staff, assets and liabilities when considering
the establishment of, or participation in, a municipal entity
84(2)(a)(i) |Publishing an information statement regarding the Municipality’s intention to MM/AO CFO
(aa) establish and/or participate in a municipal entity
84(2)(a)(i) [Inviting the local community, organised labour and other interested persons to MM/AO CFO
(bb) submit comments or representations in respect of the Municipality’s intention to
establish and/or participate in a municipal entity
84(2)(a)(ii) |Soliciting the views and recommendations of the National Treasury and the MM/AO CFO
provincial treasury, the national and provincial departments responsible for local
government and the MEC responsible for local government in respect of the
Municipality’s intention to establish and/or participate in a municipal entity
86(2) Submitting the information received from a municipal entity of which the MM/AO CFO
Municipality is the parent municipality regarding the entity’s bank account(s) to the
Auditor-General, the National Treasury and the provincial treasury
87(11) |Receiving a monthly statement in the prescribed format on the state of the budget MM/AO CFO
of a municipal entity of which the Municipality is the parent municipality
101(2) [Tabling a report of the accounting officer of a municipal entity of which the MM/AO Accounting officer
Municipality is the parent municipality on any financial problems of the entity in the
first Council meeting next ensuing
102(1) [Receiving a report of the board of directors of a municipal entity of which the MM/AO Accounting officer
Municipality is the parent municipality any irregular expenditure or any fruitless and
wasteful expenditure incurred on by, or on behalf of that municipal entity
114(1) |Submitting a report containing the reasons for deviating from such recommendation MM/AO Accounting officer
to the Auditor-General, the provincial treasury and the National Treasury if a tender
other than the one recommended in the normal course of implementing the supply
chain management policy of the Municipality is approved
115(1)(a) [Implementing the Municipality’s supply chain management policy MM/AQ CFO
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115(1)(b)

Determining the reasonable steps that must be taken to ensure that proper
mechanisms and separation of duties in the supply chain management system are in
place to minimise the likelihood of fraud, corruption, favouritism and unfair and
irregular practices

MM/AO

CFO

116(2)(a)

Determining the reasonable steps that must be taken to ensure that a contract or
agreement procured through the supply chain management policy of the
Municipality is properly enforced

MM/AO

CFO

116(2)(b)

Monitoring the performance of a contractor under a contract or an agreement with
the Municipality on a monthly basis

MM/AO

CFO

116(2)(c)

Determining the capacity that needs to be established within the Municipality’s
administration to assist the Municipal Manager to enforce the provisions of a
contract or agreement between the Municipality and a contractor and to monitor
the performance of a contractor under a contract or an agreement with the
Municipalitv on a monthlv basis

MM/AO

Accounting officer

Establishing the capacity in the Municipality’s administration to assist the Municipal
Manager to enforce the provisions of a contract or agreement between the
Municipality and a contractor and to monitor the performance of a contractor under
a contract or an agreement with the Municipality on a monthly basis

MM/AO

Accounting officer

116(2)(d)

Regularly report to the Council regarding the management of contracts and/or
lagreements and the performance of contractors.

MM/AO

Accounting officer

Determining the frequency/regularity of reports to be submitted to the Council
regarding the management of contracts and/or agreements and the performance of
contractors.

MM/AO

Accounting officer

116(3)(a)

Tabling the reasons for the proposed amendment of a contract or agreement
procured through the supply chain management policy of the municipality in the
Council

MM/AO

Accounting officer

116(3)(b)

Giving the local community reasonable notice of the intention to amend a contract
or agreement procured through the supply chain management policy of the
Municipality and inviting the local community to submit representations to the
Municipality

MM/AO

Accounting officer

116(3)

Receiving an application from a municipal entity of which the Municipality is a
parent municipality to amend a contract or agreement procured through the supply
chain management policy of the municipal entity concerned

116(3)(a)

MM/AO

Accounting officer

Tabling the reasons for the proposed amendment of a contract or agreement
procured through the supply chain management policy of the municipality in the
Council

management policy of a municipal entity of which the Municipality is a parent
municipality in the Council

MM/AO

Accounting officer

MM/AO

Accounting officer

116(3)(b)

Giving the local community reasonable notice of the intention to amend a contract
or agreement procured through the supply chain management policy of a municipal
entity of which the Municipality is a parent municipality and inviting the local
community to submit representations to the Municipality

MM/AO

CFO

120(6)(a)

Submitting the report on the feasibility study together with all other relevant
documents to the Council for a decision, in principle, on whether the municipality
should continue with the proposed public-private partnership

MM/AO

Accounting officer

126(6)(b)

Making the particulars of the proposed public-private partnership, including the
report on the feasibility study and inviting the local community and other interested
persons to submit to the Municipality comments or representations in respect of the
proposed public-private partnership at least 60 days prior to the meeting of the
Council at which the matter is to be considered

MM/AO

CFO

126(6)(c)

Soliciting the views and recommendations of the National Treasury, the national
department responsible for local government, the responsible national department
if the proposed public-private partnership involves the provision of water,
sanitation, electricity or any other service as may be prescribed and any
other national or provincial organ of state as may be prescribed in respect of the
proposed public-private partnership at least 60 days prior to the meeting of the
Council at which the matter is to be considered

MM/AO

Accounting officer

121(2)(e)

Performing an assessment of any arrears on municipal taxes and service charges for
inclusion in the Municipality’s annual report

MM/AO

CFO

121(2)(f)

Performing an assessment of the Municipality’s performance against the
measurable performance objectives referred to in section 17(3)(b) of the MFMA for
revenue collection from each revenue source and for each vote in the Municipality's
approved budget for the relevant financial year for inclusion in the Municipality’s
annual report

MM/AO

CFO

122(1)/

Preparing annual financial statements which fairly presents the state of affairs of the

126(1)(a)

Municipality, its performance against its budget, its management of revenue,
expenditure, assets and liabilities, its business activities, its financial results, and its
financial position as at the end of the financial year

MM/AO

CFO

MM/AO

CFO

126(1)(a)

Submitting the annual financial statements of the Municipality to the Auditor-
General on or before 31 August of each year

MM/AO

Accounting officer

122(1)/

Preparing consolidated annual financial statements of the Municipality and of a

126(1)(b)

municipal entity over which the Municipality has sole control or over which it has
effective control within the meaning of the Municipal Systems Act of a municipal

entity which is a private company

MM/AO

Accounting officer

MM/AO

Accounting officer
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126(1)(b)

Submitting the consolidated annual financial statements of the Municipality and of a
municipal entity over which the Municipality has sole control or effective control (if
it is a private company) to the Auditor-General on or before 31September of each
vear

MM/AO

Accounting officer

126(3)(b)

Receiving the audit report on the Municipality’s annual financial statements and any
consolidated annual financial statements of the Municipality and of a municipal
entity over which the Municipality has sole control or effective control (if it is a
private company)

MM/AO

Accounting officer

127(1)

Receiving the annual report of a municipal entity of which the Municipality is a
parent municipality

MM/AO

Accounting officer

127(5)(a)

Publishing the annual report and inviting the local community to submit
representations in connection with the annual report

MM/AO

CFO

127(5)(b)

Submitting the annual report to the Auditor-General, the provincial treasury and the
provincial department responsible for local government

MM/AO

Accounting officer

128

Monitoring whether the accounting officer of any municipal entity under the sole or
shared control of the Municipality has complied with sections 121(1) and 126(2) of
the MFMA, establish the reasons for any non-compliance and report any non-
compliance, together with the reasons for such non-compliance, to the Council, the
provincial treasury and the Auditor-General

MM/AO

CFO

129(2)(a)

Attending the meetings of the Council and its committees where the annual report
is discussed and responding to questions concerning the report

MM/AO

Accounting officer

129(2)(b)

Submitting copies of the minutes of meetings of the Council and its committees
where the annual report was discussed to the Auditor-General, the provincial
treasury and the provincial department responsible for local government

MM/AO

Accounting officer

129(3)

Publishing the oversight report regarding the annual report

MM/AO

CFO

131(2)(a)

Submitting the Municipality’s responses to the issues raised in an audit report to the
MEC for local government

MM/AO

Accounting officer

132(2)

Submission of the Municipality’s annual report and oversight report and the annual
report and oversight report of a municipal entity under the Municipality's sole or
shared control to the provincial legislature

MM/AO

Accounting officer

146(1)(c)

Reporting monthly to the MEC responsible for finance on the implementation of a
financial recovery plan for the Municipality resulting from a mandatory provincial
intervention

MM/AO

Accounting officer

Bringing an application to the High Court for an order to stay all legal proceedings,
including the execution of legal process, by persons claiming money from the
Municipality if the Municipality is unable to meet its financial commitments

MM/AO

Accounting officer

152(2)

Giving notice of an application by the Municipality to the High Court for an order to
stay all legal proceedings, including the execution of legal process, to persons
claiming money from the Municipality if the Municipality is unable to meet its
financial commitments

MM/AO

Accounting officer

Bringing an application in the High Court for an order to stay, for a period not
exceeding 90 days at a time, all legal proceedings, including the execution of legal
process, by persons claiming money from the Municipality

MM/AO

Accounting officer

153(3)

Giving notice of an application in the High Court for an order to stay, for a period not
exceeding 90 days at a time, all legal proceedings, including the execution of legal
process, to persons claiming money from the Municipality

MM/AO

Accounting officer

Bringing an application in the High Court for an order to suspend the Municipality's
financial obligations to creditors, or any portion of those obligations, until the
Municipality can meet those obligations

MM/AO

Accounting officer

153(3)

Giving notice of an application in the High Court for an order to suspend the
Municipality's financial obligations to creditors, or any portion of those obligations,
until the Municipality can meet those obligations

MM/AO

Accounting officer

Bringing an application in the High Court for an order to terminate the Municipality's
financial obligations to creditors, and to settle claims in accordance with a
distribution scheme referred to in section 155 of the MFMA

MM/AO

Accounting officer

153(3)

Giving notice of an application in the High Court for an order to terminate the
Municipality's financial obligations to creditors, and to settle claims in accordance
with a distribution scheme referred to in section 155 of the MFMA

MM/AO

Accounting officer

166(2)

Receiving reports of the audit committee

MM/AO

Accounting officer

167(2)(a)

Recovering any amount paid or given in cash or in kind to a to a person as a political
office-bearer or as a member of a political structure of the Municipality otherwise
than in accordance with the framework of the Public Office-Bearers Act, 1998 (Act
No. 20 of 1998), including any bonus, bursary, loan, advance or other benefit

MM/AO

Accounting officer

Powers delegated to Other Parties

Section of
the MFMA

Power/duty conferred

Applicable Conditions

81(1)(b)

Advising the Municipal Manager on the exercise of powers and duties assigned to
her/him in terms of the MFMA

CFO

81(1)(c)

Assisting the Municipal Manager in administering the Municipality's bank accounts
and in the preparation and implementation of the Municipality's budget

CFO

81(1)(d)

Advising senior managers and other senior officials in the exercise of powers and
duties assigned or delegated to them

CFO
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82 Deciding to sub-delegate any powers and duties to employees in the Budget and A sub-delegation must be in writing, is CFO
Treasury Office subject to such limitations or conditions
as the Chief Financial Officer may
impose and does not divest the Chief
Financial Officer of the responsibility
concerning the delegated duty
82(4) Reviewing and confirming, varying or revoking any decision taken in consequence of CFO

a sub-delegation by the Chief Financial Officer




DELEGATION FRAMEWORK FOR MUNICIPALITIES

DUTIES OF MUNICIPAL COUNCIL

DELEGATIONS
Section of |Power/duty conferred Applicable conditions FROM TO
MFMA
7(1) Deciding to open a bank account for the Municipality. Council Accounting Officer
Deciding at which bank/banks to open a bank account. Subject to section 8(2) of the MFMA Council Accounting Officer
Deciding to close a bank account. Section 10(1)(B) of the MFMA Council Accounting Officer
7(2) Determining into which bank account money collected or received by the See section 48(2)(d) of the MFMA Council Accounting Officer
Municipality must be deposited.
8(1) Designating a bank account of the Municipality as the Municipality’s primary Section 62(2) of the MFMA Council Accounting Officer
bank account.
8(3) Determining the reasonable steps to be taken to ensure that the prescribed Section 62(2) of the MFMA Council Accounting Officer
money received is paid into the Municipality’s primary bank account.
8(4) Entering into an agreement with other parent municipalities of a municipal entity Council Accounting Officer
of which the Municipality is a parent municipality, as to which Municipality’s
primary bank account to use for the purpose of receiving allocations from organs
of state to the municipal entity concerned.
12(2) Deciding to open a separate bank account in the name of the Municipality for the |Section 12(1) of the MFMA Council Accounting Officer
purpose of a relief, charitable, trust or other fund.
13(2) Establishing an appropriate and effective cash management and investment NOTE:
policy for the Municipality. In terms of section 60(2) of the Municipal Accounting Officer
Municipal Systems Act 2000 the Council (The MC
Council may only delegate to the must approve
Executive Mayor or The Chief the policies for
Financial Officer the authority to implementation
make decisions to make investments by the
on behalf of the Municipality Accounting
Officer and
Senior
Management)
14(2) Deciding to transfer ownership as a result of a sale or other transaction or On condition that the asset Municipal Accounting Officer
otherwise permanently dispose of a capital asset. concerned is not needed to provide Council
the minimum level of basic
municipal services and the Council
considered the fair market value of
the asset concerned
14(2)(a) Deciding, at a meeting open to the public and on reasonable grounds, that an Only in respect of movable capital Municipal Accounting Officer
asset of the Municipality is not needed to provide the minimum level of basic assets below a value determined by Council
municipal services. the Council
14(2)(b) Considering the fair market value of an asset to be disposed of and the economic [Only in respect of movable capital Municipal Accounting Officer
and community value to be received in exchange for an asset to be disposed of assets below a value determined by Council
the Council
14(4) Determining the value of movable assets in respect of which the Municipal A municipal council may delegate to Municipal Accounting Officer
Manager may determine — the accounting officerof the Council
(a) whether an asset to be disposed of is not needed to provide the minimum municipality its power to make the
level of basic municipal services; and determinations reffered to in
(b) determining the fair market value of such asset and the economic and subsection (2)(a) and (b) in respect Municipal Accounting Officer
community value to be received in exchange for the asset of movable capital assets below a Council
value determined by the council.
16(1) Approval of an annual budget NOTE:
1. In terms of section 160(2)(b), read Municipal N/A
with section 160(3)(b) of the Council
Constitution a budget must be
approved by a decision taken by the
Municipal Council with a supporting
vote of a majority of its members.
2. Approval of the budget must be Municipal N/A
considered on or before 1 June each Council

year in terms of section 24(1) of the
MFMA.




3. In terms of section 30(5) of the Municipal N/A
Local Government: Municipal Council
Structures Act 1998 (Act No 117 of
1998) the Council may only after it
received and considered the report
and recommendations of the
Executive Mayor regarding the
annual budget, approve the budget
4. See section 25(1) of the MFMA Municipal N/A
Council
16(3) Deciding whether money for capital expenditure for a period not exceeding three |A separate appropriation must be Municipal Accounting Officer
financial years may be appropriated in an annual budget made for each of financial year Council
19(1)(b) Approving a capital project, including its total cost Municipal N/A
Council
19(1)(d) Considering the sources of funding of a capital project Municipal Accounting Officer
Council
19(2) Considering, in respect of a capital project, the projected cost covering all Municipal N/A
financial years until the project is operational and the future operational costs Council
and revenue on the project, including municipal tax and tariff implications.
19(3) Deciding to approve capital projects below the prescribed value individually or as Municipal N/A
part of a consolidated capital programme Council
23(1) Receiving and considering the views of the communities and organs of state Municipal N/A
received in connection with the budget Council
23(2) Deciding to give the Mayor an opportunity to respond to any submissions Municipal N/A
received in connection with the budget from communities and organs of state Council
28(1) Deciding to revise an approved budget by way of an adjustments budget Municipal N/A
Council
32(2) Deciding to recover unauthorised, irregular or fruitless and wasteful expenditure |Except, in the case of —
from the person liable for that expenditure 1. unauthorised expenditure, if Municipal N/A
the amount of the expenditure is Council
authorised in an adjustments
|budget; or
2. s certified by the Council, after Municipal N/A
investigation by a Council Council
committee, as irrecoverable and
written off by the Council; and
3. irregular or fruitless and Municipal Accounting Officer
wasteful expenditure is, after Council
investigation by a Council
committee, certified by the Council
as irrecoverable and written off by
the Council
32(2) Determining the amount of unauthorised, irregular or fruitless and wasteful Municipal Accounting Officer
expenditure to be recovered, written off or provided for in an adjustments Council
budget
32(2) Identifying the identity of the person who is liable for unauthorised, irregular or  |section 62(1)(e) Council Accounting Officer
fruitless and wasteful expenditure.
32(2) Appointing a committee to investigate any suspected or reported unauthorised, |NOTE:
irregular or fruitless and wasteful expenditure In terms of the judgements of the Municipal Mayor
Courts in the cases of The Council
Democratic Alliance and another v
Amos Masondo and another (WLD)
(Case No 01/9260) (2001) and
Democratic Alliance and Another v
Amos Masondo N O and the
Minister of Provincial and Local
Government (CC) (Case No CCT
29/02) a mayoral committee was
found not to be a committee of a
municipal council. The Council may
therefore not appoint the Mayoral
Committee to perform such an
investigation
32(7) Determining whether an alleged irregular expenditure incurred by the Municipal Municipal N/A
Manager constitutes a criminal offence Council
Determining whether the Municipal Manager allegedly committed an act of theft Municipal Mayor
and fraud Council
Reporting alleged irregular expenditure incurred by the Municipal Manager that Municipal N/A
constitutes a criminal offence and alleged theft and fraud perpetrated by the Council
Municipal Manager to the SAPS
33(1) Deciding to enter into a contract which will impose financial obligations on the Council N/A
municipality beyond a financial year.
34(1) Entering into an agreement with the national or provincial government to assist Council Accounting Officer

the Municipality to build its capacity for efficient, effective and transparent
financial management.




34(3)(a) Considering the results of the provincial government’s monitoring of the Council Accounting Officer
Municipality.
34(3)(b) Considering a notification of the provincial government of any emerging or Council Mayor
impending financial problems in the Municipality.
37(1)(a) Determining the steps the Municipality must take to promote co-operative Council Accounting Officer
government with the national and provincial spheres of government and other
municipalities in the Municipality’s fiscal and financial relations.
38(2) Considering a notice received from the National Treasury of its intention to stop Council Mayor
the transfer of funds to the Municipality.
39(3) Determining the deputation that will appear before a committee of Parliament Municipal Mayor
considering the approval or renewal of a decision of the National Treasury to Council
stop the transfer of funds to the Municipality
Determining the case that will be presented to a committee of Parliament Municipal Mayor
considering the approval or renewal of a decision of the National Treasury to Council
stop the transfer of funds to the Municipality
45(1) Deciding whether to incur short term debt. 1. Interms of section 160(2) of Council N/A
the Constitution the Council may
not delegate the raising of loans
2. Adecision to raise a loan must Council N/A
be taken by the Council with a
supporting vote of a majority of its
members in terms of section
160(3)(b) of the Constitution
3. Interms of section 30(5) of the Council N/A
Local Government: Municipal
Structures Act 1998 (Act No 117 of
1998) the Council may only after it
received and considered the report
and recommendations of the
Executive Mayor regarding a loan,
approve the raising of a loan
45(2)(a) Approving any short term debt agreement Municipal
Council
46(1) Deciding whether to incur long term debt. 1. In terms of section 160(2) of the Council N/A
Constitution the Council may not
delegate the raising of loans
2. A decision to raise a loan must be Council N/A
taken by the Council with a
supporting vote of a majority of its
members in terms of section
160(3)(b) of the Constitution
3. Interms of section 30(5) of the Council N/A
Local Government: Municipal
Structures Act 1998 (Act No 117 of
1998) the Council may only after it
received and considered the report
and recommendations of the
Executive Mayor regarding a loan,
approve the raising of a loan
46(2)(a) Approving any long term debt agreement Municipal N/A
Council
48(1) Deciding whether to provide security for any of the Municipality’s debt Municipal N/A
obligations, debt obligations of a municipal entity under its sole control and Council
contractual obligations of the Municipality undertaken in connection with capital
expenditure by other persons on property, plant or equipment to be used by the
Municipality or such other person.
48(2) Deciding the form/nature of security to be provided for any of the Municipality’s Council N/A
debt obligations, debt obligations of a municipal entity under its sole control and
contractual obligations of the Municipality undertaken in connection with capital
expenditure by other persons on property, plant or equipment to be used by the
Municipality or such other person.
48(3)(a) Deciding whether an asset or right that has been hypothecated in any manner as Municipal N/A
security is necessary for providing the minimum level of basic municipal services Council
48(3)(b) Deciding, if an asset or right that has been hypothecated in any manner as Council N/A
security is necessary for providing the minimum level of basic municipal services,
the manner in which the availability of the asset or right will be protected.
50 Deciding to issue a guarantee for any commitment or debt of any organ of state, Municipal N/A
person or municipal entity under the sole or shared control of the Municipality Council
Deciding to grant exemptions from charging interest on any arrears owing to the |Subject to any prescripts in this Council

Municipality in accordance with the Municipality’s budget-related policies.

regard




83(2) Determining the resources or opportunities to be made available for the training Council Accounting Officer
of officials to meet the prescribed financial management competency levels.
84(1a) Determining precisely the function or service that a municipal entity would Council Accounting Officer
perform on behalf of the Municipality when considering the establishment of, or
participation in, a municipal entity.
84(2)(b)(i) Considering an assessment of the impact of the shifting of a function or service to Council Accounting Officer
a municipal entity on the Municipality's staff, assets and liabilities when
considering the establishment of, or participation in, a municipal entity.
84(2)(b)(ii) |Considering the comments or representations received from the local Municipal N/A
community, organised labour and other interested persons in respect of the Council
Municipality’s intention to establish and/or participate in a municipal entity
84(2)(b)(iii) |Considering the views and recommendations of the National Treasury and the Municipal N/A
provincial treasury, the national and provincial departments responsible for local Council
government and the MEC responsible for local government in respect of the
Municipality’s intention to establish and/or participate in a municipal entity
86(1) Receiving information from a municipal entity of which the Municipality is the Council Accounting Officer
parent municipality regarding the entity’s bank account(s).
87(1) Receiving a proposed budget for a municipal entity of which the Municipality is Council N/A
the parent municipality for each financial year.
87(2) Considering the proposed budget of a municipal entity of which the Municipality Municipal Accounting Officer
is the parent municipality and assessing the entity's priorities and objectives Council
Deciding to make recommendations on the proposed budget of a municipal Municipal Accounting Officer
entity of which the Municipality is the parent municipality Council
87(5)(c) Determining the limits, including any limits on tariffs, revenue, expenditure and Council Accounting Officer
borrowing, on the budget of a municipal entity of which the Municipality is the
parent municipality.
88(b)(ii) Receiving and considering a mid-year performance assessment report of a Council Accounting Officer
municipal entity of which the Municipality is the parent municipality.
89(a) Determining the upper limits of the salary, allowances and other benefits of the Council N/A
chief executive officer and senior managers of a municipal entity of which the
Municipality is the parent municipality.
89(b) Monitoring and ensuring that a municipal entity of which the Municipality is the Municipal Accounting Officer
parent municipality reports to the Municipal Council on all expenditure incurred Council
by that municipal entity on directors and staff remuneration matters, and in a
manner that discloses such expenditure per type of expenditure
Considering an application from a municipal entity of which the Municipality is The power must be exercised in a Council N/A
the parent municipality to transfer ownership or otherwise dispose of a capital meeting which is open to
asset other than an asset needed to provide the minimum level of basic the public at which the Council - Council
municipal services (a) must determine on reasonable Municipal N/A
grounds that the asset is not needed Council
to provide the minimum level of
basic municipal services; and
(b) has considered the fair market Municipal N/A
value of the asset and the economic Council
and community value to be received
in exchange for the asset
90(4) Deciding to delegate to the Municipal Manager the power to determine on Municipal N/A
reasonable grounds that the asset is not needed to provide the minimum level of Council
basic municipal services and the fair market value of the asset and the economic
and community value to be received in exchange for the asset in respect of
movable capital assets of a municipal entity of which the Municipality is the
parent municipality below a value determined by the Council
Determining the value of movable capital assets of a municipal entity of which Municipal Accounting Officer
the Municipality is the parent municipality in respect of which the Municipal Council
Manager may on reasonable grounds decide that the asset is not needed to
provide the minimum level of basic municipal services and the fair market value
of the asset and the economic and community value to be received in exchange
for the asset
97(3) Receiving a report of the accounting officer of a municipal entity of which the Council Accounting Officer
Municipality is the parent municipality regarding any payments due by an organ
of state to the entity in respect of service charges, if such payments are regularly
in arrears for periods of more than 30 days..
101(1) Receiving a report of the accounting officer of a municipal entity of which the Council Accounting Officer
Municipality is the parent municipality on any financial problems of the entity.
104(1)(b) Deciding which information, returns, documents, explanations and motivations Council Accounting Officer
to require from the accounting officer of a municipal entity of which the
Municipality is the parent municipality.
109 Deciding, when a municipal entity of which the Municipality is the parent Council N/A

municipality, experiences serious or persistent financial problems and the board
of directors of the entity fails to act effectively —.




(a) the appropriate steps to be taken in terms of the Municipality’s rights and
powers over the entity concerned, including its rights and powers in terms of any
relevant service delivery or other agreement;

(b) impose a financial recovery plan, which meets the criteria set out in section
142 of the MFMA; or.

(c) liquidate and disestablish the entity.

Council

N/A

Council

N/A

Municipal
Council

Accounting Officer

111

Making and implementing a supply chain management policy for the
Municipality.

Subject to the content requirements
in terms of section 112(1) of the
MEMA

Council

CFO

113(1)

Deciding whether to consider an unsolicited bid received outside the
Municipality’s normal bidding process.

Council

Accounting Officer

116(3)

Considering the reasons for the proposed amendment of a contract or
agreement and any representation that may have been received regarding the
proposed amendment of a contract or an agreement procured through the
supply chain management policy of the Municipality and deciding whether to
consent to the amendment of the contract or agreement.

Council

N/A

116(3)

Considering the reasons for the proposed amendment of a contract or
agreement and any representation that may have been received regarding the
proposed amendment of a contract or an agreement procured through the
supply chain management policy of a municipal entity of which the Municipality
is a parent municipality and deciding whether to consent to the amendment of a
contract or agreement.

Council

N/A

119(2)

Determining the resources or opportunities to be made available for the training
of officials involved in the implementation of the supply chain management
policy of the Municipality to meet the prescribed competency levels.

Council

CFO

120(1)

Deciding to enter into a public-private partnership agreement.

Council

N/A

120(1)(a)

Determining whether a proposed public-private partnership agreement will
provide value for money to the municipality.

Council

N/A

120(1)(b)

Determining whether a proposed public-private partnership agreement will be
affordable for the Municipality.

Council

N/A

120(1)(c)

Determining whether a proposed public-private partnership agreement will
transfer appropriate technical, operational and financial risk to the private party.

Council

N/A

120(4)

Deciding to conduct a feasibility study before a public-private partnership is
concluded.

Council

Accounting Officer

120(5)

Determining whether to apply for the national government’s assistance in
carrying out and assessing a feasibility study regarding a proposed public-private
partnership.

Council

N/A

121(1)

Preparing an annual report for the Municipality.

Council

Accounting Officer

121(4)(f)

Determining any additional information to be contained in the annual report of a
municipal entity of which the Municipality is a parent municipality.

Council

Accounting Officer

126(2)(a)

Receiving the financial statements of municipal entity over which the
Municipality has sole control or effective control (if it is a private company).

Council

Accounting Officer

126(4)

Receiving a report outlining the

reasons for the delay from the Auditor-General if she/he is unable to complete
an audit within three months after submission of the Municipality’s annual
financial statements and any consolidated annual financial statements of the
Municipality and of a municipal entity over which the Municipality has sole
control or effective control (if it is a private company).

Council

N/A

Council

N/A

129(1)

Considering the annual report of the Municipality and of any municipal entity
under the Municipality's sole or shared control

Adopting an oversight report containing the Council's comments on the annual
report(s)

Municipal
Council

N/A

129(5)

Deciding whether to adopt guidelines issued by the National Treasury on the
manner in which councils should consider annual reports and conduct public
hearings and the functioning and composition of any public accounts or
oversight committees established by a council to assist it to consider an annual
report

Municipal
Council

N/A

133(c)(i)

Deciding whether to request the Speaker or another councillor to investigate the
reasons for the failure of the Municipal Manager or of the accounting officer of a
municipal entity under the Municipality's sole or shared control to submit annual
financial statements to the Auditor-General or the Executive Mayor’s failure to
table the annual report of the Municipality or a municipal entity in the Council

Receiving the report of the appointed councillor regarding the failure of the
Municipal Manager or of the accounting officer of a municipal entity under the
Municipality's sole or shared control to submit annual financial statements to the
Auditor-General or the Executive Mayor’s failure to table the annual report of
the Municipality or a municipal entity in the Council

Municipal
Council

N/A

133(c) i)

Determining the appropriate steps to be taken to ensure that the financial
statements are submitted to the Auditor-General or that the annual report,
including the financial statements and the audit report on those statements, is
tabled in the Council, as the case may be.

Municipal
Council

N/A




133(c)(iii) Deciding whether disciplinary steps should be taken against the Municipal Municipal N/A
Manager or other persons responsible for the failure of the Municipal Manager Council
or of the accounting officer of a municipal entity under the Municipality's sole or
shared control to submit annual financial statements to the Auditor-General or
the Executive Mayor’s failure to table the annual report of the Municipality or a
municipal entity in the Council
135(3) Considering whether the Municipality is, or is likely to, encounter a serious Municipal Mayor
financial problems in meeting its financial commitments Council
135(3)(a) Determining the manner of seeking solutions to any serious financial problem in
meeting its financial commitments experienced or anticipated by the
Municipality
Defining the solutions to be implemented to solve or avoid any serious financial Municipal Mayor
problem in meeting its financial commitments experienced or anticipated by the Council
Municipality
135(3)(b) Informing the MEC responsible for local government and the MEC responsible for Municipal Mayor
finance of any serious financial problem in meeting its financial commitments Council
experienced or anticipated by the Municipality
135(3)(c) Notifying organised local government of any serious financial problem in meeting Municipal Mayor
its financial commitments experienced or anticipated by the Municipality Council
137(2) Receiving an assessment of the seriousness of the financial problem in the Municipal Speaker of council
Municipality, the determination of the provincial executive whether the financial Council
problem experienced by the Municipality, singly or in combination with other
problems, is sufficiently serious or sustained that the Municipality would benefit
from a financial recovery plan and the request to a suitably qualified person to
prepare and submit a financial recovery plan for the Municipality
Receiving a copy of the Municipal Financial Recovery Service’s determination of Municipal Speaker of council
the reasons for the crisis in the Municipality’s financial affairs and assessment of Council
the Municipality's financial state
141(3)(a) Participating in consultations with the person or body appointed to prepare a Council Accounting Officer
144(2) financial recovery plan or an amendment of such plan for the Municipality. Council Accounting Officer
141(3)(c) Commenting on a draft financial recovery plan or an amendment to such plan for Council Accounting Officer
144(2) the Municipality. Council Accounting Officer
143(3)(a) Receiving an approved financial recovery plan for the Municipality Municipal Speaker of council
Council
145(1)(a) Implementing an approved financial recovery plan for the Municipality
146(1)(a) Municipal Accounting Officer
Council
145(1)(b) Reporting monthly to the MEC for local government on the implementation of Municipal Accounting Officer
the approved financial recovery plan for the Municipality Council
147(1)(b) Receiving progress reports and a final report on any intervention from the MEC Municipal Speaker of council
for local government or the MEC responsible for finance Council
148(1)(b)(i) |Declaring the Municipality’s willingness to fulfil the executive obligation in terms Municipal N/A
of legislation or the Constitution that gave rise to any discretionary intervention Council
in the Municipality
148(3)(a) Receiving a notification that an intervention in the Municipality has ended Municipal Speaker of council
152(1) Deciding to apply to the High Court for an order to stay all legal proceedings, Municipal Accounting Officer
including the execution of legal process, by persons claiming money from the Council
Municipality if the Municipality is unable to meet its financial
commitments
153(1)(a) Deciding to apply to the High Court for an order to stay, for a period not Municipal Accounting Officer
exceeding 90 days at a time, all legal proceedings, including the execution of legal Council
process, by persons claiming money from the Municipality
153(1)(b) Deciding to apply to the High Court for an order to suspend the Municipality's Municipal Accounting Officer
financial obligations to creditors, or any portion of those obligations, until the Council
Municipality can meet those obligations
153(1)(b) Deciding to apply to the High Court for an order to terminate the Municipality's Municipal Accounting Officer
financial obligations to creditors, and to settle claims in accordance with a Council
distribution scheme referred to in section 155 of the MFMA
165(1) Deciding whether to establish an internal internal audit unit or to outsource the Council Accounting Officer
internal audit function.
166(1) and (6) |Deciding whether to establish an internal audit committee for — Council Accounting Officer
(a) the Municipality only; or Council Accounting Officer
(b) the Municipality and the local municipalities within the district municipal Council Accounting Officer
area; or
(c) the Municipality and any municipal entity under it sole control. Council Accounting Officer
166(2) Receiving reports of the audit committee Municipal Accounting Officer
Council
166(2)(d) Requesting the audit committee to investigate the financial affairs of the Municipal Mayor
Municipality or a municipal entity of which the Municipality is a parent Council
166(4) Determining the number of members of the audit committee Municipal Accounting Officer

Council




Determining the nature of the appropriate experience that persons should
possess to be considered for appointment as a member of the audit committee

Municipal
Council

Accounting Officer

166(5)

Appointing the members of the audit committee of the Municipality and of a
municipal entity of which the Municipality is a parent municipality

Appointing from amongst the members of an audit committee who is not in the
employ

of the Municipality or municipal entity a chairperson

Municipal
Council

Accounting Officer

168(3)

Considering any guidelines issued by the Minister of Finance in terms of section
168(1) of the MFMA

Municipal
Council

Accounting Officer

171(4)(a)

Investigating any allegations of financial misconduct against the Municipal
Manager, the Chief Financial Officer, a senior manager or other official of the
Municipality unless those allegations are frivolous, vexatious, speculative or
obviously unfounded

Deciding whether an allegation of financial misconduct against the Municipal
Manager, the Chief Financial Officer, a senior manager or other official of the
Municipality is frivolous, vexatious, speculative or obviously unfounded.

Municipal
Council

Mayor

171(4)(b)

Deciding whether an investigation of an allegation of financial misconduct against
the Municipal Manager, the Chief Financial Officer, a senior manager or other
official of the Municipality revealed anything that warrants the institution of
disciplinary proceedings.

Any disciplinary proceedings must
be conducted in terms of the
relevant collective agreement

Council

Mayor

176(2)

Deciding to recover from a political office-bearer or official of the Municipality
any loss or damage suffered by it because of the deliberate or negligent unlawful
actions of that political office-bearer or official when performing a function of
office.

Council

N/A

178(2)(a)

Submitting to the National Treasury a list of all corporate entities in which the
Municipality or a municipal entity under its sole or shared control has an interest.

Council

Accounting Officer

178(2)(b)

Submitting to the National Treasury a list of all public-private partnerships to
which the Municipality is a party, with a value of more than one million Rands in
total or per annum.

Council

Accounting Officer

178(2)(c)

Submitting to the National Treasury a list of all other types of contracts of the
Municipality for a period beyond 1 January 2007 and with a value of more than
one million Rands in total or per annum.

Council

Accounting Officer




DELEGATION FRAMEWORK FOR MUNICIPALITIES

DUTIES OF MAYOR

DELEGATIONS

Section of
MFMA

Power/duty conferred

Applicable conditions

FROM TO

Powers delegated to Executive Mayor and
other political body

Section of
MFMA

Power/duty conferred

Conditions

12(1)

Deciding to set-up a relief, charitable, trust or

Mayor or Exco. |Accounting Officer

16(2)

Tabling the annual budget at a Municipal
Council meeting

The annual budget must be tabled
at least 90 days before 1 July each
year. The work output on the
annual budget is managed by the
Accounting Officer

Mayor or Exco. |Accounting Officer

Comm

21(1)(a)

Co-ordinating the processes of preparing the
annual budget and reviewing the
Municipality's integrated development plan
and budget-related policies

Mayor or Exco.
Comm

Accounting Officer

21(1)(b)

Tabling in the Municipal Council a time
schedule outlining key deadlines for the
preparation, tabling and approval of the
annual budget, the annual review of the
integrated development plan and the
Municipality’s budget-related policies, the
tabling and adoption of any amendments to
the integrated development plan and the
budget-related policies and any consultative
processes forming part of the processes

At least 10 months before 1 July
each year

Mayor or Exco. |Accounting Officer

Comm

21(2)(b)

Implementing the reasonable steps to be
taken to review the Municipality’s integrated
development plan 35

Budget & Treasury
Steering Comm

Mayor or Exco.
Comm

21(2)(d)

Determining the manner and timing of
consultation of the local municipalities within
the municipal area, the provincial treasury
and such other organs of state as may be
prescribed with regard to the Municipality’s
annual budget

Budget & Treasury
Steering Comm

Mayor or Exco.
Comm




21(2)(e)

Providing information relating to the budget
that may be requested by the National
Treasury and any other organ of state

Subject to any limitations that may
be prescribed in respect of organs
of state other than the National
Treasury

Mayor or Exco.

Comm

Accounting Officer

25(3)

Complying with section 55 of the MFMA if
the Municipality has not approved an annual
budget, including revenue-raising measures
necessary to give effect to the budget, by 1
July of any year

Immediately report the matter to
the MEC responsible for local
government

Mayor or Exco.

Comm

Budget & Treasury
Steering Comm

26(4)

Obtaining the MEC responsible for finance’s
approval to withdraw funds from the
Municipality’s bank accounts, if a budget has
not been approved on or before 1 July of
each year.

Mayor or Exco.

Comm

Accounting Officer

27(1)

Determining the likelihood of the
Municipality not being able to comply with
the MFMA or other legislation relating to the
tabling or approval of an annual budget or
compulsory consultation processes

Mayor or Exco.

Comm

Accounting Officer

Informing the MEC responsible for finance of
any impending non-compliance by the
Municipality of any provisions of the MFMA
or any other legislation pertaining to the
tabling or approval of an annual budget or
compulsory consultation processes

Mayor or Exco.

Comm

Accounting Officer

27(2)

Decision to apply to the MEC responsible for
finance to extend any time limit or deadline
with regard to the preparation and approval
of the annual budget

Mayor or Exco.

Comm

Accounting Officer

Applying to the MEC responsible for finance
to extend any time limit or deadline with
regard to the preparation and approval of
the annual budget

Mayor or Exco.

Comm

Accounting Officer

27(3)

Informing the Municipal Council, the MEC
responsible for finance and the National
Treasury, in writing, of any actual non-
compliance by the Municipality of a provision
of Chapter 4 of the MFMA and any remedial
or corrective measures the Municipality
intends to implement to avoid a recurrence
of such non-compliance

Mayor or Exco.

Comm

Accounting Officer

28(4)

Tabling an adjustments budget in the
Municipal Council

Mayor or Exco.

Comm

Accounting Officer
& the Budget &
Treasury Steering
Committee

29(1)

Decision to authorise unforeseeable and
unavoidable expenditure for which no
provision was made in an approved budget in
emergency or other exceptional
circumstances

Mayor or Exco.

Comm

Accounting Officer
& the Budget &
Treasury Steering
Committee




29(2)(c) Reporting to the Municipal Council regarding [Such report must be made to the |Mayor or Exco.  |Accounting Officer
the authorisation of unforeseeable and Council at the first Council meeting |Comm & the Budget &
unavoidable expenditure for which no next ensuing after the Treasury Steering
provision was made in an approved budget in [authorisation was given Committee
emergency or other exceptional
circumstances
Giving written approval for exceeding the Mayor or Exco. |Accounting Officer
amount appropriated in respect of a capital Comm & the Budget &
programme Treasury Steering

Committee

52(a) Decision on the nature and extent of, and Mayor or Exco. [Accounting Officer
manner in which political guidance over the Comm & the Budget &
fiscal and financial affairs of the Municipality Treasury Steering
will be provided Committee

52(b) Decision on the monitoring and oversight Mayor or Exco. |Accounting Officer
mechanisms to be applied to the exercise by Comm
the Municipal Manager and the Chief
Financial Officer of their powers, functions
and duties in terms of the MFMA

52(c) Decision on the reasonable steps to be taken Mayor or Exco. |Accounting Officer
to ensure that the Municipality performs its Comm
constitutional and statutory functions within
the limits of the Municipality's approved
budget

52(d) Submitting to the Municipal Council, within Mayor or Exco. |Accounting Officer
30 days of the end of each quarter, a report Comm
on the implementation of the budget and the
financial state of affairs of the Municipality

53(1)(a) Decision on the nature and extent of, and Mayor or Exco. |Accounting Officer
manner in which political guidance is to be Comm
given over the budget process and the
priorities that must guide the preparation of
a budget

53(1)(b) Decision on the steps to be taken to co- Mayor or Exco. |Accounting Officer

ordinate the annual revision of the
integrated development plan and the
preparation of the annual budget

Comm

& the Budget &
Treasury Steering
Committee

Determining how the integrated
development plan is to be taken into account
or revised for the purposes of the budget

Mayor or Exco.

Comm

Accounting Officer
& the Budget &
Treasury Steering
Committee

53(1)(c)(i)

Determining the reasonable steps to be
taken to ensure that the Municipality
approves its annual budget before the start
of the budget year

Mayor or Exco.

Comm

Accounting Officer
& the Budget &
Treasury Steering
Committee




53(1)(c)(i)

Determining the reasonable steps to be
taken to ensure he/she approves the
Municipality's service delivery and budget
implementation plan

The Executive Mayor must approve
the annual service delivery and
budget implementation plan within
28 days after the approval of the
budget

Mayor or Exco.

Comm

Accounting Officer
& the Budget &
Treasury Steering
Committee

53(1)(c)(iii)

Determining the reasonable steps to be
taken to ensure that the annual performance
agreements for the Municipal Manager and
all senior managers comply with the MFMA,
are linked to the measurable performance
objectives approved with the budget and to
the service delivery and budget
implementation plan and are concluded in
accordance with section 57(2) of the
Municipal Systems Act

In terms of section 57(2)(a) of the
Municipal Systems Act the annual
performance agreements must be
concluded on or before 30 July of
each year

Mayor or Exco.

Comm

Members of the
Municipal Council

53(2)

Reporting to the Municipal Council and the
MEC responsible for finance any delay 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

Mayor or Exco.

Comm

Accounting Officer
& the Budget &
Treasury Steering
Committee

53(3)(a)

Ensuring that the revenue and expenditure
projections for each month and the service
delivery targets and performance indicators
for each quarter, contained 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

Mayor or Exco.

Comm

Accounting Officer
& the Budget &
Treasury Steering
Committee

53(3)(b)

Ensuring 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

Mayor or Exco.

Comm

Accounting Officer

Submission of the annual performance
agreements of the Municipal Manager,
senior managers and any other categories of
officials as may be prescribed, to the
Municipal Council and the MEC responsible
for local government

Mayor or Exco.

Comm

Accounting Officer

54(1)(a)

Making arrangements for the receipt of a
monthly statement on the state of the
Municipality's budget and a mid-year
corporate performance assessment report

1. The statement a statement
regarding the state of the
municipality's budget must be
submitted not later than 10
working days after the end of each
month

Mayor or Exco.

Comm

Accounting Officer




2. The mid-year performance
assessment report must be
submitted not later than 25
January of each year

Mayor or Exco.
Comm

Accounting Officer
& the Budget &
Treasury Steering
Committee

3. The mid-year corporate
performance assessment report
must be submitted to the Council
not later than 31 January each year

Mayor or Exco.
Comm

Accounting Officer
& the Budget &
Treasury Steering
Committee

54(1)(b)

Determining the procedures, including
reports required to check whether the
Municipality's approved budget is
implemented in accordance with the service
delivery and budget implementation plan

Mayor or Exco.
Comm

Accounting Officer
& the Budget &
Treasury Steering
Committee

54(1)(c)

Determining whether it is necessary to make
any revisions to the service delivery and
budget implementation plan

Revisions to the service delivery
targets and performance indicators
in the plan may only be made with
the approval of the Council
following approval of an
adjustments budget

Mayor or Exco.
Comm

Accounting Officer
& the Budget &
Treasury Steering
Committee

54(1)(d)

Determining the instructions to be given to
the Municipal Manager to ensure that the
budget is implemented in accordance with
the service delivery and budget
implementation plan and that spending of
funds and revenue collection proceed in
accordance with the budget

If the Municipality faces any serious
financial problems, the Executive
Mayor must promptly respond to
and initiate any remedial or
corrective steps proposed by the
Municipal Manager to deal with
such problems, which may include
steps to reduce spending when
revenue is anticipated to be less
than projected in the Municipality's
approved budget, the tabling of an
adjustments budget or steps in
terms of Chapter 13 of the MFMA
and alert the Council and the MEC
for local government to those
problems

Mayor or Exco.
Comm

The Budget &
Treasury Steering
Committee &
Accounting Officer

54(1)(e)

Considering whether the Municipality faces
any financial problems including any
emerging or impending financial problems

Mayor or Exco.
Comm

The Budget &
Treasury Steering
Committee &
Accounting Officer

54(3)

Making public any revisions of the service
delivery and budget implementation plan

Mayor or Exco.
Comm

The Budget &
Treasury Steering
Committee &
Accounting Officer




55 Immediately report to the MEC for local Mayor or Exco. |The Budget &
government if the Municipality has not Comm Treasury Steering
approved an annual budget by 1 July of any Committee &
year or if the Municipality encounters a Accounting Officer
serious financial problem

56 Providing guidance to the Municipality to Mayor or Exco. [Accounting Officer
exercise its rights and powers over any Comm
municipal entity in which the Municipality
has sole or shared control

59(1)(a) Deciding to delegate the powers and duties |1. Such power or duty may only be |Mayor or Exco. [N/A
assigned to the Executive Mayor in terms of |delegated to another member of |Comm
the MFMA the Mayoral Committee
2. Adelegation by the Executive |Mayor or Exco. |N/A
Mayor must be in writing Comm
3. Adelegation by the Executive |Mayor or Exco. |N/A
Mayor does not divest him/her of |[Comm
the responsibility concerning the
exercise of the delegated power or
the performance of the delegated
duty.
59(2) Determining the conditions and limitations of Mayor or Exco. [N/A
any delegation by the Executive Mayor Comm
59(3) Deciding to confirm, vary or revoke any No variation or revocation of a Mayor or Exco.  [N/A
decision taken in consequence of a decision may detract from any Comm
delegation by the Executive Mayor rights that may have accrued as a
result of the decision
87(3) Tabling the proposed budget of a municipal [Together with the Municipality’s Mayor or Exco. [Accounting Officer
entity of which the Municipality is the parent |budget for the relevant financial Comm
municipality in the Municipal Council year
87(6) Considering an application by the board of Mayor or Exco. |Accounting Officer
directors of a municipal entity of which the Comm
Municipality is the parent municipality to
revise the budget of the municipal entity
87(9) Tabling the budget or adjusted budget and Mayor or Exco. |Accounting Officer
any adjustments budget of a municipal entity Comm
of which the Municipality is the parent
municipality at the next Council meeting
102(1) Receiving a report of the board of directors

of a municipal entity of which the
Municipality is the parent municipality any
irregular expenditure or any fruitless

and wasteful expenditure incurred by, or on
behalf of, that municipal entity

Mayor or Exco.

Comm

Accounting Officer




103

Receiving a report of the accounting officer
of a municipal entity of which the
Municipality is the parent municipality
regarding any interference by a councillor
outside that councillor's assigned duties, in
the financial affairs of the municipal entity;
or the responsibilities of the board of
directors of the municipal entity

Mayor or Exco.

Comm

Accounting Officer

127(2)

Tabling in the Municipal Council the
Municipality’s annual report and the annual
report of any municipal entity under the
Municipality's

sole or shared control

Mayor or Exco.

Comm

Accounting Officer

127(3)(a)

Submitting to the Council a written
explanation setting out the reasons for any
delay in tabling the Municipality’s annual
report and the annual report of any
municipal entity under the Municipality's

sole or shared control

Mayor or Exco.

Accounting Officer

130(1)

Determining the reasonable time period to

be allowed during a council meeting at which

an annual report is to be discussed or at
which decisions concerning an annual

report are to be taken for the discussion of
any written submissions received from the
local community or organs of state on the
annual report and for members of the local
community or any organs of state to address
the Municipal Council

Mayor or Exco.

Comm

Accounting Officer




131(1)

Ensuring that the Municipality addresses all
the issues raised in an audit report

Mayor or Exco.

Comm

Accounting Officer

133(1)(a)

Tabling in the Municipal Council a written
explanation setting out the reasons for the
failure of the Municipal Manager or of the
accounting officer of a municipal entity under
the Municipality's sole or shared control to
submit annual financial statements to the
Auditor-General or the Executive Mayor’s
failure to table the annual report of the
Municipality or a municipal entity in the
Municipal Council

Mayor or Exco.

Comm

Accounting Officer

136(1)(a)

Participating in consultations with the MEC
for local government regarding a serious
financial problem in the Municipality

Mayor or Exco.

Comm

Accounting Officer

137(1)(d)

Participating in consultations with the MEC
for local government regarding the
Municipality's co-operation in resolving any
financial problem, and if applicable,
implementing the financial recovery plan

Mayor or Exco.

Comm

Accounting Officer

139(1)(b)

Participating in consultations with the MEC
for local government regarding the
Municipality's co-operation in implementing
the recovery plan, including the approval of a
budget and legislative measures giving effect
to the recovery plan

Mayor or Exco.

Comm

Accounting Officer

139(2)

Receiving a request made by the provincial
executive to the Municipal Financial
Recovery Service to determine the reasons
for the crisis in the Municipality’s financial
affairs, to assess the Municipality's financial
state and to prepare an appropriate recovery
plan for the Municipality

Mayor or Exco.

Comm

Accounting Officer

166(2)

Receiving reports of the audit committee

Mayor or Exco.

Comm

Accounting Officer




DELEGATION FRAMEWORK FOR MUNICIPALITIES

POWERS & FUNCTIONS ASSIGNED TO THE ACCOUNTING OFFICER

MUNICIPAL FINANCE MANAGEMENT ACT

RESPONSIBILITY & DELEGATION CHANNEL

Section of
MFMA

Power & Functions Conferred

RESPONSIBILITY

FROM

TO

SUB DELEGATED TO

Powers delegated to Municipal Manager/Accounting

Officer

BY THE CFO

Section of MFMA

Specific Detail from each section of the MFMA. .

Submission of the Municipality’s primary bank account details, and
any impending change thereof.

Accounting Officer

Accounting Officer

Chief Financial Officer

No further sub-delegation
permitted

8(5)
Submission of the prescribed details regarding any new bank Accounting Officer Accounting Officer Chief Financial Officer No further sub-delegation
9(a) accounts opened for the Municipality permitted
Submission of the details of the Municipality’s bank accounts Accounting Officer Accounting Officer Chief Financial Officer Accountant Expenditure
9(b) annually before the start of a financial year
Administration of the Municipality’s bank accounts Accounting Officer Accounting Officer Chief Financial Officer Accountant Expenditure
10(1)(a)
Enforcing compliance with sections 7, 8 and 11 of the MFMA Accounting Officer Accounting Officer Chief Financial Officer No further sub-delegation
1002) permitted
Written authorisation to senior financial official to withdraw or Accounting Officer Accounting Officer The Chief Financial Officer [The Accounting Officer must
authorise the withdrawal of money from the Municipality’s bank must be issued with issue written authorisation to
account for the purpose outlined in terms of sect 11 of the MFMA written authorisation by  [any other senior financial
the Accouning Officer to  |official to implement section
implement the section 11 [11. This authority lies only
with the Accounting Officer
11(1)
Preparation of a quarterly consolidated report of all withdrawals  |Accounting Officer Accounting Officer Chief Financial Officer Accountant Expenditure
made in terms of section 11(1)(b) to (j) of the MFMA from the
Tabling of a quarterly consolidated report of all withdrawals made
11(4)(a) |hnn terms ol'f‘Sfeciionl 11 (1)(b1 t(.) (j.)LOf.tTe M.FM,A from"lthe
Submission of quarterly consolidated report of all withdrawals Accounting Officer Accounting Officer Chief Financial Officer No further sub-delegation
11(4)(b) mad§ irT tleers of sectiA??Lllh(lA)‘(_ia) to (j) of tlhe MFMA to the permitted
Issuing written authority to withdraw money without appropriation|Accounting Officer Accounting Officer Chief Financial Officer No further sub-delegation
in terms of an approved budget from a bank account opened for permitted
12(4) tha nurnace of raliaf charitahla trict ar athar find
Making the annual budget public, inviting the community to submit |Accounting Officer Accounting Officer Chief Financial Officer Head of Budget Office
representations in connection therewith and submitting the annual
7 budget to the national and provincial treasuries and affected
Submission of the approved annual budget to the National Accounting Officer Accounting Officer Chief Financial Officer Head of Budget Office
Treasury and the provincial treasury
24(3)
Issuing a certificate specifying that actual revenue for the financial |Accounting Officer Accounting Officer Chief Financial Officer Head of Budget Office
year concerned is expected to exceed budgeted revenue and that
sufficient funds are available for exceeding the amount
31(c) appropriated for a specific capital programme without incurring
MM/AO Accounting officer
Informing the Mayor, the MEC for local government and the Accounting Officer - Accounting Officer Chief Financial Officer Head of Budget Office
Auditor-General, in writing, of any unauthorised, irregular or Directly accountable to
fruitless and wasteful expenditure incurred by the Municipality, the MFMA for
whether any person is responsible or under investigation for such |implementation
32(4) unauthorised, irregular or fruitless and wasteful expenditure and
Reporting alleged irregular expenditure that constitutes a criminal |Accounting Officer Accounting Officer Chief Financial Officer No further sub-delegation
offence and alleged theft and fraud which occurred in the permitted
32(6) Municioalitv to the SAPS
Determining the projected amount of any allocation proposed to  |Accounting Officer Accounting Officer No further sub-delegation
be transferred to another municipality during each of the next permitted
37(2) three financial years and notifying the receiving municipality
Signing a debt agreement or other document which creates or Accounting Officer Accounting Officer Chief Financial Officer No further sub-delegation
45(2)(b) acknowledges any short term debt permitted
Signing a debt agreement or other document which creates or Accounting Officer Accounting Officer Chief Financial Officer No further sub-delegation
46(2)(b) acknowledges any long-term debt permitted
Provide guidance and advice on compliance with this Act to the Accounting Officer Accounting Officer Chief Financial Officer No further sub-delegation
60(b)(i) Politicgl St_ructures, Politi_ce_xl Office_ Bearers and Officials of the permitted
Deciding the timing and manner of disclosing to the Municipal Accounting Officer Accounting Officer Chief Financial Officer No further sub-delegation
Council and the Mayor all material facts which are available or permitted
reasonably discoverable, and which in any way might influence the
61(1)(b) decicinns ar actinne of the Municinal Canncil ar the Mavar
Deciding the reasonable steps to be taken to ensure that that the |Accounting Officer Accounting Officer Chief Financial Officer and |Head of budget,Accountants
resources of the Municipality are used effectively, efficiently and Senior Managers and Head of SCM
62(1)(a) economically

62(1)(b)

Deciding the reasonable steps to be taken to ensure that that full
and proper records of the Municipality’s financial affairs are kept in
accordance with any prescribed norms and standards

Accounting Officer

Accounting Officer

Chief Financial Officer

Head of budget,Accountants
and Head of SCM




62(1)(c)(i)

Deciding the reasonable steps to be taken to ensure that that the
Municipality has and maintains effective, efficient and transparent
systems of financial and risk management and internal control

Accounting Officer

Accounting Officer

Chief Financial Officer and
Senior Managers

Head of budget,Accountants
and Head of SCM

62(1)(c)(ii)

Deciding the reasonable steps to be taken to ensure that the
Municipality has and maintains effective, efficient and transparent
systems of internal audit operating in accordance with any
prescribed norms and standards

Accounting Officer

Accounting Officer

Chief Financial Officer and
Senior Managers

Head of budget,Accountants
and Head of SCM

Deciding the reasonable steps to be taken to ensure that
unauthorised, irregular or fruitless and wasteful expenditure and

Accounting Officer

Accounting Officer

Chief Financial Officer and
Senior Managers

Head of budget,Accountants
and Head of SCM

62(1)(d) athar lnccac ara nrovantad
Deciding the reasonable steps to be taken to ensure that Accounting Officer Accounting Officer Chief Financial Officer and | Legal Services & Manager
disciplinary or, when appropriate, criminal proceedings are Senior Managers Corparate services. and
instituted against any official of the Municipality who has allegedly Internal Audit
committed an act of financial misconduct or an offence in terms of
62(1)(e) Chapter 15 of the MFMA
Deciding the reasonable steps to be taken to ensure that the Accounting Officer Accounting Officer Chief Financial Officer Head of Buget and
Municipality has and implements a tariff policy referred to in Accountant Income
62(1)(f)(i) section 74 of the Municipal Svstems Act

62(1)(f)(ii)

Deciding the reasonable steps to be taken to ensure that the
Municipality has and implements a rates policy as required in terms

of section 3 of the Local Government: Municipal Property Rates

Acy IANA [Act Na £ af20N0A)

Accounting Officer

Accounting Officer

Chief Financial Officer

Head of Buget and
Accountant Income

Deciding the reasonable steps to be taken to ensure that the Accounting Officer Accounting Officer Chief Financial Officer Head of Budget office
Municipality has and implements a credit control and debt

62(1)(f)(iii) collection policy referred to in section 96(b) of the Municipal
Deciding the reasonable steps to be taken to ensure that that the |Accounting Officer Accounting Officer Chief Financial Officer & all|Head of SCM

62(1)(f)(iv)

Municipality has and implements a supply chain management
policy in accordance with Chapter 11 of the MFMA

Senior Managers

63(2)(a)

Deciding the reasonable steps to be taken to ensure that the
Municipality has and maintains a management, accounting and
information system that accounts for the assets and liabilities of

Accounting Officer

Accounting Officer

Chief Financial Officer and
Internal Audit

No further sub-delegation
permitted

63(2)(b)

Deciding the reasonable steps to be taken to ensure that the
Municipality's assets and liabilities are valued in accordance with
standards of generally recognised accounting practice

Accounting Officer

Accounting Officer

Chief Financial Officer and
Internal Audit

No further sub-delegation
permitted

63(2)(c)

Deciding the reasonable steps to be taken to ensure that the
Municipality has and maintains a system of internal control of
assets and liabilities, including an asset and liabilities register, as

L had

Accounting Officer

Accounting Officer

Chief Financial Officer and
Internal Audit

Head of Budget office

64(2)(a)

Deciding the reasonable steps to be taken to ensure that the
Municipality has effective revenue collection systems consistent
with section 95 of the Municipal Systems Act and the Municipality's

s senl and dobe collacsi 1

Accounting Officer

Accounting Officer

Chief Financial Officer

Head of Budget office

64(2)(b)

Deciding the reasonable steps to be taken to ensure that revenue
due to the Municipality is calculated on a monthly basis

Accounting Officer

Accounting Officer

Chief Financial Officer

Accountant Income

64(2)(c)

Deciding the reasonable steps to be taken to ensure that accounts
for charges for municipal services are prepared on a monthly basis,
or less often as may be prescribed where monthly accounts are

Accounting Officer

Accounting Officer

Chief Financial Officer

Accountant Income

64(2)(d)

Deciding the reasonable steps to be taken to ensure that all money
received is promptly deposited in accordance with the MFMA into
the Municipality's primary and other bank accounts

Accounting Officer

Accounting Officer

Chief Financial Officer

Accountant Income

64(2)(e)

Deciding the reasonable steps to be taken to ensure that the
Municipality has and maintains a management, accounting and

information system which recognises revenue when it is earned
te fov dabht A £,

Accounting Officer

Accounting Officer

Chief Financial Officer

Head of Budget and
Accountant Income

64(2)(f)

o .+ £
Deciding the reasonable steps to be taken to ensure that the
Municipality has and maintains a system of internal control in

racnact nf dehtarc and roveniie

Accounting Officer

Accounting Officer

Chief Financial Officer &
Internal Audit

Head of budget,Accountants
and Head of SCM

64(2)(g)

Deciding the reasonable steps to be taken to ensure that the
Municipality charges interest on arrears, except where the Council
has granted exemptions in accordance with its budget-related

ielai ihoad £,

Accounting Officer

Accounting Officer

Chief Financial Officer

Accountant Income

64(2)(h)

L a .
Deciding the reasonable steps to be taken to ensure that all
revenue received by the Municipality, including revenue received
by any collecting agent on its behalf, is reconciled at least on a

Ll

Accounting Officer

Accounting Officer

Chief Financial Officer

Accountant Income

64(3)

Informing the National Treasury of any payments due by an organ
of state to the Municipality in respect of municipal tax or for
municipal services, if such payments are regularly in arrears for

Accounting Officer

Accounting Officer

Chief Financial Officer

Accountant Expenditure

64(4)(a)

Deciding the reasonable steps to be taken to ensure that any funds
collected by the Municipality on behalf of another organ of state is
transferred to that organ of state at least on a weekly basis

Accounting Officer

Accounting Officer

Chief Financial Officer

Accountant Expenditure

64(4)(b)

Deciding the reasonable steps to be taken to ensure that funds
collected by the Municipality on behalf of another organ of state

Accounting Officer

Accounting Officer

Chief Financial Officer

Senior Managers

65(2)(a)

Deciding the reasonable steps to be taken to ensure that the
Municipality has and maintains an effective system of expenditure
control, including procedures for the approval, authorisation,

withdrawal and naument of fiinde

Accounting Officer

Accounting Officer

Chief Financial Officer

Accountant Expenditure

65(2)(b)

Deciding the reasonable steps to be taken to ensure that the
Municipality has and maintains a management, accounting and
information system which recognises expenditure when it is

o

Accounting Officer

Accounting Officer

Chief Financial Officer

Accountant Expenditure

65(2)(c)

: o £ J» £
Deciding the reasonable steps to be taken to ensure that the
Municipality has and maintains a system of internal control in

Accounting Officer

Accounting Officer

Chief Financial Officer

Accountant Expenditure

65(2)(d)

PV o .

Deciding the reasonable steps to be taken to ensure that payments

by the Municipality are made directly to the person to whom it is

due unless agreed otherwise for reasons as may be prescribed and
: R N

L L 1L L Lmenlolo ol

Accounting Officer

Accounting Officer

Chief Financial Officer

Accountant Expenditure




Deciding the reasonable steps to be taken to ensure that all money
owing by the Municipality be paid within 30 days of receiving the
relevant invoice or statement, unless prescribed otherwise for

Accounting Officer

Accounting Officer

Chief Financial Officer

Accountant Expenditure

65(2)(e)
Deciding the reasonable steps to be taken to ensure that the Accounting Officer Accounting Officer Chief Financial Officer Accountant Expenditure
65(2)(f) Mumupallty comphes with its tax, Ievy, duty, pension, medical aid,
Demdmg the reasonable steps to be taken to ensure that any Accounting Officer Accounting Officer Chief Financial Officer Accountant Expenditure
dispute concerning payments due by the Municipality to another
65(2)(g) organ of state is disposed of in terms of legislation regulating
Deciding the reasonable steps to be taken to ensure that the Accounting Officer Accounting Officer Chief Financial Officer No further sub-delegation
Municipality's available working capital is managed effectively and permitted
economically in terms of the prescribed cash management and
65(2)(h) inuactmant framaownrk
Deciding the reasonable steps to be taken to ensure that the Accounting Officer Accounting Officer Chief Financial Officer Head SCM
Municipality's supply chain management policy is implemented in a
65(2)i) way that is fair, equitable, transparent, competitive and cost-
Deciding the reasonable steps to be taken to ensure that all Accounting Officer Accounting Officer Chief Financial Officer Accountant Income
65(2)(i) financial accounts of the Municipality are closed at the end of each
Reporting to the Council on all expenditure incurred by the Accounting Officer Accounting Officer Chief Financial Officer Head Budget Office
Municipality on staff salaries, wages, allowances and benefits, and
in a manner that discloses such expenditure per type of
Determining whether an organisation or body outside any sphere |Accounting Officer Accounting Officer Chief Financial Officer No further sub-delegation
of government to whom funds of the Municipality stand to be permitted
transferred otherwise than in compliance with a commercial or
thaor hiicinacc trancactinn
(d) implements effective, efficient and transparent financial Accounting Officer Accounting Officer Chief Financial Officer No further sub-delegation
management and internal control systems to guard against fraud, permitted
thafs A £ A
(e) has in respect of previous 5|m|Iar transfers complied with all the |Accounting Officer Accounting Officer Chief Financial Officer No further sub-delegation
requirements of section 67(1) of the MFMA permitted
Entering into an agreement with an organisation or body outside  |Accounting Officer Accounting Officer Chief Financial Officer No further sub-delegation
any sphere of government to whom funds of the Municipality stand permitted
67(1) to be transferred otherwise than in compliance with a commercial
Obtaining the approval of the provincial treasury to transfer funds [Accounting Officer Accounting Officer Chief Financial Officer No further sub-delegation
of the Municipality to an organisation or body outside any sphere permitted
of government otherwise than in compliance with a commercial or
other business transaction if there has been a failure by an
67(2) with the requirements of sectlon 67(1) of the MFMA in respect of a
bt
Determlnlng the appropriate mechanisms to ensure compliance by No further sub-delegation
an organisation or body outside any sphere of government to permitted
whom funds of the Municipality was transferred otherwise than in
(a) any agreement with the Municipality, Accounting Officer Accounting Officer Chief Financial Officer No further sub-delegation
permitted
(b) for the period of the agreement to comply with all reporting, Accounting Officer Accounting Officer Chief Financial Officer No further sub-delegation
financial management and auditing requirements as may be permitted
(c) to report at least monthly to the Municipal Manager on actual [Accounting Officer Accounting Officer Chief Financial Officer Head Budget Office
expenditure against such transfer and to submit its audited
financial statements for its financial year to the Municipal
Managcer nramntlvu:
(d) implements effective, efficient and transparent financial Accounting Officer Accounting Officer Chief Financial Officer Senior Managers and Intrnal
management and internal control systems to guard against fraud, Audit Head
thafs A £ A
(e) has in respect of previous 5|m|Iar transfers complied with all the |Accounting Officer Accounting Officer Chief Financial Officer Senior Managers and Intrnal
67(3) requirements of section 67(1) of the MFMA Audit Head
Determining whether an organisation or body outside any sphere |Accounting Officer Accounting Officer Chief Financial Officer No further sub-delegation
of government to whom funds of the Municipality stand to be permitted
transferred otherwise than in compliance with a commercial or
other business transaction is an organisation or body
67(4) serving the poor or used by government as an agency to serve the
Assisting the Executive Mayor in performing the budgetary steps  [Accounting Officer Accounting Officer Chief Financial Officer & |Head Budget Office
assigned to the Executive Mayor Senior Managers
68(a)
Determining the administrative support, resources and information |Accounting Officer Accounting Officer Chief Financial Officer & |Head Budget Office
required by the Executive Mayor to perform the budgetary steps Senior Managers
Making the administrative support, resources and information
68(b) requwed by the Executive Mayor to perform the budgetary steps
. aou "
Determlnmg, in relatlon to |mplement|ng the Mumupallty s Accounting Officer Accounting Officer Chief Financial Officer Head Budget Office
approved budget, the reasonable steps required to ensure that the
spending of funds is in accordance with the budget and is reduced
69(1)(a) as rrecessery when rlevenue is a:’\tllupated tlt? bel Iess thaln prOJected
Determlnmg, in relation to implementing the Municipality’s Accounting Officer Accounting Officer Chief Financial Officer
69(1)(b) approved budget, the reasonable steps requwed to ensure that
Determining whether it is necessary to prepare an adjustments Accounting Officer Accounting Officer Chief Financial Officer Head Budget Office
budget
Preparing an adjustments budget and submitting it to the Executive|Accounting Officer Accounting Officer Chief Financial Officer
69(2) Mayor for consideration and tabling in the Council
Preparing and submitting, within 14 days after the approval of the |Accounting Officer Accounting Officer Chief Financial Officer Head Budget Office
Mumupallty s annual budget, a draft service delivery and budget
69(3)(a) 1 tatine nlan far tha hidast yaar




Preparing and submitting, within 14 days after the approval of the
Municipality’s annual budget, drafts of the annual performance
agreements as required in terms of section 57(l)(b) of the Municipal

Accounting Officer

Accounting Officer

Chief Financial Officer &
Senior Managers

) I PSR e
Reporting in writing to the Municipal Council any impending Accounting Officer Accounting Officer Chief Financial Officer Head Budget Office
shortfalls in budgeted revenue and overspending of the
Municipality's budget and any steps taken to prevent or rectify
70(1) such shortfalls or aversnending
Informing the National Treasury that the Municipality’s bank
account or, if the Municipality has more than one bank account,
the consolidated balance in those bank accounts, shows a net
overdrawn position for a period exceeding a prescribed
period Accounting Officer Accounting Officer Chief Financial Officer No further sub-delegation
7002) permitted
Submitting to the Executive Mayor and the provincial treasury, Accounting Officer Accounting Officer Chief Financial Officer No further sub-delegation
within 10 working days after the end of each month, a statement in permitted
the prescribed format on the state of the municipality's budget
71(1)
Submitting to the national or provincial organ of state or Accounting Officer Accounting Officer Chief Financial Officer No further sub-delegation
municipality which transferred an allocation during any particular permitted
month to the Municipality within 10 working days after the end of
the month concerned a statement indicating the amount of any
allocations received and actual expenditure on those allocations,
71(5) exclud‘ir]g elxpenditlljre“on its share of the Ila?callgovernm‘ent
Performing an assessment of the Municipality’s performance Accounting Officer Accounting Officer Chief Financial Officer & |No further sub-delegation
during the first half of each financial year Senior Managers permitted
72(1)(a)
Submitting the mid-year performance assessment report to the Accounting Officer Accounting Officer Chief Financial Officer No further sub-delegation
Executive Mayor, the National Treasury and the Provincial Treasury permitted
72(1)(b)
Determining whether it is necessary to recommend that an Accounting Officer Accounting Officer Chief Financial Officer & |Head Budget Office
adjustments budget be considered and that revised projections for Senior Management
72(3) revenue and expenditure is necessary
Informing the provincial treasury of any failure by the Municipal Accounting Officer Accounting Officer Chief Financial Officer No further sub-delegation
73(a) Cfu'ncil to adopt o: imlf)lement a budget-related policy or a supply permitted
Informing the provincial treasury of any non-compliance by a Accounting Officer Accounting Officer Chief Financial Officer No further sub-delegation
political structure or political office-bearer of the Municipality with permitted
73(b) a budget-related policy or the supply chain management policy
Submitting to the National Treasury, the provincial treasury, the Accounting Officer Accounting Officer Chief Financial Officer Head Budget Office
department for local government and the Auditor-General such
74(1) information, returns, documents, explanations and motivations as
Reporting his/her inability to comply Accounting Officer Accounting Officer Chief Financial Officer No further sub-delegation
with any of the responsibilities in terms of the MFMA, together permitted
74(2) with reasons, to the Mayor and the provincial treasury
Ensuring that the required documents are uploaded to, and Accounting Officer Accounting Officer Chief Financial Officer & IT |No further sub-delegation
available on, the Municipality’s website within five days after its Manager permitted
75(1) tabling in the Council or on the date on which it must be made
Deciding to designate any officials other than those listed in section|Accounting Officer Accounting Officer Chief Financial Officer & |No further sub-delegation
77(1)(a) to (c) of the MFMA as “top management” Senior Managers permitted
77(1)
Developing an appropriate system of  delegation that will both |Accounting Officer Accounting Officer Chief Financial Officer & |Sub Delegation by Senior
maximise administrative and operational efficiency and provide Senior Managers Managers to Middle
79(1)(a) adequate checks and balances in the Municipality's financial Managers
Delegating to a member of the Municipality's top management or |Accounting Officer Accounting Officer
any other official of the Municipality any of the powers or duties
assigned to an accounting officer in terms of the MFMA or any
powers or duties reasonably necessary to assist the accounting
officer in complying with a duty which requires the accountin
ZEIEU (I NN A A
Regularly reviewing delegations issued to a member of the Accounting Officer Accounting Officer Chief Financial Officer & |No further sub-delegation
Municipality's top management or any other official of the Senior Managers permitted
79(1)(c) Municipality and, if necessary, amending or withdrawing any of
Reviewing and confirming, varying or revoking any decision taken |Accounting Officer Accounting Officer Chief Financial Officer & |No further sub-delegation
in consequence of a delegation or sub-delegation in terms of the Senior Managers permitted
79(2) MFMA.
Allocating officials of the Municipality to the Chief Financial Officer. |Accounting Officer Accounting Officer Chief Financial Officer No further sub-delegation
80(2)(b) permitted
Making an assessment of the impact of the shifting of a function or |Accounting Officer Accounting Officer Chief Financial Officer & |No further sub-delegation
service to a municipal entity on the Municipality's staff, assets and Senior Management permitted
84(1)(b) liabilities when considering the establishment of, or participation

84(2)(a)(i) (aa)

Publishing an information statement regarding the Municipality’s
intention to establish and/or participate in a municipal entity

Accounting Officer

Accounting Officer

Chief Financial Officer &
Senior Management

No further sub-delegation
permitted

84(2)(a)(i) (bb)

Inviting the local community, organised labour and other interested
persons to submit comments or representations in respect of the
Municipality’s intention to establish and/or participate in a

Accounting Officer

Accounting Officer

Chief Financial Officer &
Senior Management

No further sub-delegation
permitted




84(2)(a)(ii)

Soliciting the views and recommendations of the National Treasury
and the provincial treasury, the national and provincial
departments responsible for local government and the MEC
responsrble for local government in respect of the Munrcrpallty s

Accounting Officer

Accounting Officer

Chief Financial Officer &
Senior Management

No further sub-delegation
permitted

Submlttlng the |nformat|on recelved from a mun|c1pa| entlty of
which the Municipality is the parent municipality regarding the
entity’s bank account(s) to the Auditor-General, the National

Accounting Officer

Accounting Officer

Chief Financial Officer

No further sub-delegation
permitted

86(2)
Receiving a monthly statement in the prescribed format on the Accounting Officer Accounting Officer Chief Financial Officer No further sub-delegation
87(11) state of the budget of a municipal entity of which the Municipality permitted
Tabling a report of the accounting officer of a municipal entity of |Accounting Officer Accounting Officer Chief Financial Officer No further sub-delegation
which the Municipality is the parent municipality on any financial permitted
problems of the entity in the first Council meeting next ensuing
101(2)
Receiving a report of the board of directors of a municipal entity of |Accounting Officer Accounting Officer Chief Financial Officer & |No further sub-delegation
which the Municipality is the parent municipality any irregular Manager - Legal Services |permitted
expenditure or any fruitless
102(1) and wasteful expendlture incurred by, or on behalf of, that
Submlttlng a report containing the reasons for deviating from such |Accounting Officer Accounting Officer Not Delegated Not Delegated
recommendation to the Auditor-General, the provincial treasury
and the National Treasury if a tender other than the one
114(1) recommended in the norma) clourie ef |mp|ement|ng the supply
Implementlng the Municipality’s supply chaln management policy |Accounting Officer Accounting Officer Chief Financial Officer & all|Head SCM
Senior Managers
115(1)(a)
Determining the reasonable steps that must be taken to ensure Accounting Officer Accounting Officer Chief Financial Officer & all|No further sub-delegation
that proper mechanisms and separation of duties in the supply Senior Managers permitted
chain management system are in place to minimise the likelihood
115(1)(b) of fraud, corruption, favouritism and unfair and irregular practices
Determining the reasonable steps that must be taken to ensure Accounting Officer Accounting Officer Chief Financial Officer & all|No further sub-delegation
that a contract or agreement procured through the supply chain Senior Managers permitted
management policy of the Municipality is properly enforced
116(2)(a)
Monitoring the performance of a contractor under a contract or an |Accounting Officer Accounting Officer Chief Financial Officer & all|No further sub-delegation
agreement with the Municipality on a monthly basis Senior Managers permitted
116(2)(b)
Determining the capacity that needs to be established within the |Accounting Officer Accounting Officer Chief Financial Officer & all|No further sub-delegation
Municipality’s administration to assist the Municipal Manager to Senior Managers permitted
enforce the provisions of a contract or agreement between the
Municipality and a contractor and to monitor the performance of a
. o . PN ORIV VIR ST RUNTH
Establishing the capacity in the Municipality’s administration to Chief Financial Officer & all
assist the Municipal Manager to enforce the provisions of a Senior Managers
contract or agreement between the Municipality and a contractor
116(2)(c) and to monitor the performance of a contractor under a contract
Regularly report to the Municipal Council regarding the Accounting Officer Accounting Officer Chief Financial Officer & all|No further sub-delegation
management of contracts and/or agreements and the performance Senior Managers permitted
PR
Determining the frequency/regularity of reports to be submitted to
the Municipal Council regarding the management of contracts
and/or agreements and the performance of contractors.
116(2)(d)
Tabling the reasons for the proposed amendment of a contract or |Accounting Officer Accounting Officer Chief Financial Officer & all|Head SCM
agreement procured through the supply chain Senior Managers
management policy of the Municipality in the Council
116(3)(a)
Giving the local community reasonable notice of the intention to  [Accounting Officer Accounting Officer Chief Financial Officer & |Head SCM
amend a contract or agreement procured through the supply chain relevant Senior Manager
116(3)(b) management pollcy of the Munu:lpallty anfi |nvn|t|ng the local
Submlttlng the report on the feaS|b|I|ty study together W|th all Accounting Officer Accounting Officer Chief Financial Officer & all|Head SCM
other relevant documents to the Council for a decision, in principle, Senior Managers
on whether the municipality should continue with the proposed
public-private partnership
120(6)(a)
Making the particulars of the proposed public-private partnership, |Accounting Officer Accounting Officer No further sub-delegation
including the report on the feasibility study and inviting the local permitted
community and other interested persons to submit to the
Municipality comments or representations in respect of the
120(6)(b) proposed public-private partnership at least 60 days prior to the
Soliciting the views and recommendations of the National Treasury,|Accounting Officer Accounting Officer Chief Financial Officer & all|No further sub-delegation
the national department responsible for local government, the Senior Managers permitted
responsible national department if the proposed public-private
partnership involves the provision of water, sanitation, electricity
or any other service as may be prescribed and any other
120(6)(c) national or provincial organ of state as may be prescnbed in

121(3)(e)

Performing an assessment of any arrears on mumupal taxes and
service charges for inclusion in the Municipality’s annual report

Accounting Officer

Accounting Officer

No further sub-delegation
permitted




Performing an assessment of the Municipality’s performance
against the measurable performance objectives referred to in
section 17(3)(b) of the MFMA for revenue collection from each
revenue source and for each vote in the Municipality's approved
budget for the relevant financial year for inclusion in the
Municipality’s annual report

Accounting Officer

Accounting Officer

Chief Financial Officer &
relevant Senior Managers

No further sub-delegation
permitted

121(3)(f)
122(1)/ Preparing annual financial statements which fairly presents the Accounting Officer Accounting Officer Chief Financial Officer No further sub-delegation
126(1)(a) state of affairs of the Municipality, its performance against its permitted
Submitting the annual financial statements of the Municipality to
the Auditor-General on or before 31 August of each year
Preparing consolidated annual financial statements of the Accounting Officer Accounting Officer Chief Financial Officer No further sub-delegation
Municipality and of a municipal entity over which the Municipality permitted
126(1)(b) has sgle control or oygr which it has effective canroI within th?
Receiving the annual report of a municipal entity of which the Accounting Officer Accounting Officer Chief Financial Officer No further sub-delegation
127(1) Municipality is a parent municipality permitted
Publishing the annual report and inviting the local community to  |Accounting Officer Accounting Officer Manager Corporate No further sub-delegation
127(5)(a) submit representations in connection with the annual report Services permitted
Submitting the annual report to the Auditor-General, the provincial | Accounting Officer Accounting Officer Chief Financial Officer No further sub-delegation
treasury and the provincial department responsible for local permitted
127(5)(b) .
Monitoring whether the accounting officer of any municipal entity |Accounting Officer Accounting Officer Chief Financial Officer & |No further sub-delegation
under the sole or shared control of the Municipality has complied Senior Management permitted
with sections 121(1) and 126(2) of the MFMA, establish the reasons
for any non-compliance and report any non-compliance, together
128 with the reasons for such non-compliance, to the Municipal
Attending the meetings of the Municipal Council and its Accounting Officer Accounting Officer Chief Financial Officer & |No further sub-delegation
committees where the annual report is discussed and responding Senior Management permitted
to questions concerning the report
129(2)(a)
Submitting copies of the minutes of meetings of the Municipal Accounting Officer Accounting Officer Manager Corporate No further sub-delegation
Council and its committees where the annual report was discussed Services permitted
129(2)(b) to the Auditor-General, the provincial treasury and the provincial
Publishing the oversight report regarding the annual report Accounting Officer Accounting Officer Manager Corporate No further sub-delegation
129(3) Services permitted
Submission of the Municipality’s annual report and oversight report|Accounting Officer Accounting Officer Manager Corporate No further sub-delegation
and the annual report and oversight report of a municipal entity Services permitted
132(2) unqer the Municipality's sole or shared control to the provincial
Reporting monthly to the MEC responsible for finance on the Accounting Officer Accounting Officer Chief Financial Officer No further sub-delegation
implementation of a financial recovery plan for the Municipality permitted
resulting from a mandatory provincial
intervention
146(1)(c)
Bringing an application to the High Court for an order to stay all Accounting Officer Accounting Officer Chief Financial Officer & |No further sub-delegation
legal proceedings, including the execution of legal process, by manager Corporate permitted
persons claiming money from the Municipality if the Municipality is Services
Giving notice of an application by the Municipality to the High Accounting Officer Accounting Officer Chief Financial Officer & No further sub-delegation
Court for an order to stay all legal proceedings, including the Manager Corporate permitted
execution of legal process, to persons claiming money from the Services
Municipality if the Municipality is unable to meet its financial
commitments
152(2)
Bringing an application in the High Court for an order to suspend  |Accounting Officer Accounting Officer Chief Financial Officer & |No further sub-delegation
the Municipality's financial obligations to creditors, or any portion Manager Corporate permitted
153(1)(b) of those obligations, until the Municipality can meet those Services
Giving notice of an application in the High Court for an order to Accounting Officer Accounting Officer Chief Financial Officer & |No further sub-delegation
suspend the Municipality's financial obligations to creditors, or any Manager Corporate permitted
portion of those obligations, until the Municipality can meet those Services
153(3) obligations
Recovering any amount paid or given in cash or in kind to a to a Accounting Officer Accounting Officer Chief Financial Officer No further sub-delegation
person as a political office-bearer or as a member of a political permitted
structure of the Municipality otherwise than in accordance with the
framework of the Public Office-Bearers Act, 1998 (Act No. 20
167(2)(a)

of 1998) including anv hanus hursary loan advance aor ather




DELEGATION FRAMEWORK FOR MUNICIPALITIES

DUTIES OF OTHER OFFICIALS

DELEGATIONS

Section of [Power/duty conferred Applicable conditions
MFMA FROM TO

Powers delegated to Other Parties

Section of |Power/duty conferred Applicable Conditions
the MFMA

Advising the Municipal Manager on the exercise of powers
and duties assigned to her/him in terms of the MFMA
81(1)(b) CFO N/A

Assisting the Municipal Manager in administering the
Municipality's bank accounts and in the preparation and

81(1)(c) [implementation of the Municipality's budget CFO
Advising senior managers and other senior officials in the

81(1)(d) |exercise of powers and duties assigned or delegated to them CFO Senior Manager in Finance
Deciding to sub-delegate any powers and duties to A sub-delegation must be in
employees in the Budget and Treasury Office writing, is subject to such

limitations or conditions as the
Chief Financial Officer may impose
and does not divest the Chief
Financial Officer of the
responsibility concerning the

82 delegated duty. CFO Senior Manager in Finance

Reviewing and confirming, varying or revoking any decision
taken in consequence of a sub-delegation by the Chief
82(4) Financial Officer CFO N/A
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1. LEGISLATIVE CONTEXT.

1.1 This policy is mandated by Section 3 of the Local Government: Municipal
Property Rates Act, 2004 (Act 6 of 2004), which specifically provides that
a municipality must adopt a Rates Policy.

1.2 In terms of Section 229 of the Constitution of the Republic of South
Africa, 1996 (Act108 of 1996), a municipality may impose rates on

property.

1.3 In terms of the Local Government: Municipal Property Rates Act, 2004
(Act 6 of 2004) a municipality in accordance with-

(@) Section 2(1), may levy a rate on property in its area; and

(b)  Section 2(3), must exercise its power to levy a rate on property
subject to:

(i) Section 229 and any other applicable provisions of the
Constitution;

(i)  the provisions of the Property Rates Act; and

(iiiy  the rates policy.

1.4 In terms of Section 4 (1) (c) of the Local Government: Municipal Systems
Act, 2000 (No. 32 of 2000), the municipality has the right to finance the
affairs of the municipality by imposing, inter alia, rates on properties.

1.5 In terms of Section 62(1)(f)(ii) of the Local Government: Municipal
Finance Management Act, 2003 (No. 56 of 2003) the Municipal Manager
must-ensure that the municipality has and implements a rates policy.

2. DEFINITIONS.

“Act”, means the Local Government: Municipal Property Rates Act, 2004
(Act 6 of 2004);

“agent” , in relation to the owner of a property-

(@)  toreceive rental or other payments in respect of the property on
behalf of the owner; or

(b)  to make payments in respect of the property on behalf of the owner;
“agriculture property”, means a property that is used primarily for

agricultural purposes, without derogating from section 9, excludes any
portion thereof that is commercially for the hospitality of guests, and
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excludes the of use of the property for eco-tourism or for trading in or
hunting of game;

“annually”, means once every financial year;

“appeal board”, means a valuation board established in terms of section
56 of the Act;

“category-
(a) in relation to property, means a category of properties determined
in terms of section 8 of the Act;

(b) in relation to owners of properties, means a category of owners
determined in terms of section 15(2) of the Act;

“category of properties”, means a category of properties determined
according to the zoning, use of the property, permitted use of the property,
or the geographical area in which the property.is situated;

“Council” means the highest legislative body of Umsobomvu Municipality
as referred to in section 157(1) of the Constitution and section 18(3) of the
Local Government: Municipal Structures Act, 1998 (Act 117 0f 1998);

“date of valuation”, for the purposes of a general valuation, means the
date to be determined by the municipality, which date may not be more
that 12 months before the start of the financial year in which the valuation
roll is to be implemented;

“day”’ means when any number of days are prescribed for the
performance of any act, those days must be reckoned by excluding the
first and excluding the last day, unless the last day falls on a Saturday,
Sunday or any public holiday, in which case the number of day must be
reckoned by excluding the first day and also any Saturday, Sunday or
public holiday.

“ district municipality” means a municipality that has executive and
legislative authority in an area that includes more than one municipality,
and is described in section 155(1) of the Constitution as a category C
municipality;

“economic service”, means services for which the tariffs are fixed to
recover the full cost of the service, for example refuse and sewerage
services;

“ effective date”-
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(a) in relation to a valuation roll, means the date on which the valuation
takes effect, in terms of section 32(1) of the Act, or

(b) in relation to a supplementary roll, means the date on which a
supplementary roll takes effect and in terms of section 78(b) of the Act;

“exemption”, in relation to the payment of a rate, means an exemption
from the payment of rates, granted by a municipality in terms of section 15
of the Act;

“financial year”, means the period starting from 1 duly'in a year to 30
June the next year;

“land reform beneficiary” in relation to a property, means a person who-
(a) acquired the property through-

(i) the Provision of Land and Assistance Act, 1993( Act 126 of
1993);
(i) the Restitution of Land Rights Act, 1994(Act 22 of 1994);

(b)  holds the property subject to the Communal Property Associations
Act, 1996(Act 28 of 1996); or

(c) holds or-acquires the property in terms of such other land tenure
reform legislation as may be pursuant to section 25(6) and (7) of
the'Constitution be enacted after this Act has taken effect;

“land tenure right”, means a land tenure right as defined in section1of
the Upgrading of Land Tenure Rights Act, 1991 (Act 112 of 19991);

“local community”, in relation to a municipality-
(a) means that body of persons comprising-

(i) the residents of a municipality;

(i) the ratepayers of the municipality;

(iii) ~ any civic organizations and non-governmental, private sector
or labour organizations or bodies which are involved in local
affairs within the municipality; and

(iv)  visitors and other people residing outside the municipality
who, because of their presence in the municipality, make
use of services or facilities provided by the municipality;

(b) includes more specifically, the poor and other disadvantaged
sections of such bodies of persons;
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“local municipality”, means a municipality that shares municipal
executive and legislative authority in it's area with a district municipality
within whose area it falls, and which is described in section 155(1) of the
Constitution as a category B municipality;

“mining property” means a property used for mining operations as
defined in the Mineral and Petroleum Resources Development
Act,2002)Act 28 of 2002)

“market value”, in relation to a property, means the amount a property
would have realized if sold on the date of valuation in the open market by
a willing seller to a willing buyer;

“MEC” for local government”, means a member of the Executive
Council of a province who is responsible for local government in that
province;

“multiple purposes”, in relation to a property, means the use of a
property for more than one purpose, subject to Section 9 of the Act;

“Municipal Manager”, means a person appointed in'terms of section 82
of the Local Government: Municipal Structures Act, 1998 (Act 117 of
1998);

“municipality” means the Umsobomvu Municipality;

“Municipal Finance Management Act” means the Local Government:
Municipal-Finance Management Act, 2003 (Act 56 of 2003);

“municipal valuer” or “valuer of a municipality”, means a person
designated as a municipal valuer in terms of section 33(1) of the Local
Government: Municipal Property Rates Act, 2004 (Act 6 of 2004);

“newly rateable property”, means any rateable property on which
property rates were not levied before the end of the financial year
preceding the date on which the Property Rates Act took effect, excluding:

(a) a property which was incorrectly omitted from the valuation roll and
for that reason was not rated before that date; and

(b) a property identified by the Minister by notice in the Gazette where
phasing-in of a rate is not justified,;
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“ occupier”, in relation to a property, means a person in actual
occupation of a property, whether or not that person has the right to
occupy the property;

“office bearer” in relation to places of public worship, means —

(a) a portion of the property used for residential purposes; or

(b) one residential property, if the residential property is not located on
the same property as the place of public worship,

registered in the name of the religious community or registered in the

name of a trust established for the sole benefit of a religious community

and used as a place of residence for the office bearer.

“owner”’-

(a) in relation to a property, means a person in whose hame ownership
of the property is registered;

(b)  inrelation to a right, means a person in whose name the right is
registered,;

(bA) inrelation to a time sharing interest contemplated in the Property
Time-sharing Control Act 1983 (Act 75 of 1983), means the
management association contemplated in the regulations made in
terms of section 12 of the Property Time-sharing Control Act, 1983,
and published in Government Gazette Notice R327 of 24 February
1984;

(bB) in relation to a share in a share block company, the share block
company. as defined in the Share Blocks Control Act, 1980 (Act 59
of 1980)

(bC). inrelation to buildings, other immovable structures and
infrastructure referred to in Section 17(1)(f), means the holder of
the mining right or the-mining permit

(c) in relation to a land tenure right, means a person in whose name
the right is registered, or to whom it was granted in terms of
legislation; or

(d) inrelation to public service infrastructure, means an organ of state
which owns or controls that public service infrastructure as
envisaged in the definition of “publicly controlled”; provided that a
person mention below may for the use of this Act be regarded by a
municipality as the owner of the property in the following cases:

(i) a trustee. In the case of a property in a trust, excluding state
trust land;

(ii) an executor or administrator, in the case of property in a
deceased estate
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(iiiy  atrustee or liquidator, in the case of property in an insolvent
estate or in liquidation;

(iv)  ajudicial manager, in the case of a property in the estate of
a person under judicial management;

(V) a curator, in the case of a property in the estate of a person
under judicial management;

(vi)  apersonin whose name a usufruct or personal servitude is
registered, in the case of a property that is subject to a
usufruct or other personal servitude;

(vii) alessee, in the case of property that is registered in the
name of a municipality and is leased by it;

(viiA) alessee, in the case of property to-which a land tenure right
applies and which is leased by the holder of such right; or

(viii) a buyer, the case of a property that was sold by a
municipality and of which possession was given to the buyer
pending registration of ownership in the name of the buyer;

“permitted use”, in relation to a property, means the limited purposes for
which the property may be used in terms of-

(@)  any restrictions imposed by-

(i) a condition of title;

(i) a provision of a town planning orland use scheme; or

(iiiy  any legislation applicable to any specific property or
properties; or

(b) any alleviation.of such restrictions.
“person”  includes an organ of state.

“place of worship” means property used primarily for the purposes of

congregation, excluding a structure that is primarily used for educational

instruction in which secular or religious education is the primary instructive

medium: Provided that the property is —

(a) registered in the name of the religious community;

(b) registered in the name of a trust established for the sole benefit of
a religious community; or

(c) subject to a land tenure right;

“property”, means-
(a) immoveable property registered in the name of a person including,

in the case of a sectional title scheme, a sectional title unit
registered in the name of a person;
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(b)  aright registered against immoveable property in the name of a
person, excluding a mortgage bond registered against the property;

(c) a land tenure right registered in the name of a person or granted on
terms of legislation ; or

(d) public service infrastructure;

“property register”’, means a register of properties referred to in section
23 of the Act;

“protected area”, refers to nature reserves, botanical gardens or national
parks provided that the specific area/s is declared as a “Protected area”
referred to in section 10 of the Protected Areas Act,2003 (Act 57 of 2003);

“Protected Areas Act” means the National Environmental Management:
Protected Areas Act, 2003(Act 57 0f 2003);

“publicly controlled”, means owned by or otherwise under the control of
an organ of state including-

(@)  apublic entity listed in'the Public Finance Management Act, 1999
(Act 1 of 1999);

(b)  a municipality;
(c) a municipal entity as defined'in the Municipal Systems Act;

“public service infrastructure”, means publicly controlled infrastructure
of the following kinds:

(@). national, provincial or other public road on which goods, services or
labour move across a municipal boundary;

(b)  water or sewer pipes, ducts or conduits, dams, water supply
reservoirs, water treatment plants or water pumps forming part of a
water or sewerage scheme serving the public;

(c) power stations, power substations or power lines forming part of an
electricity scheme serving the public;

(d)  gas orliquid fuel plants or refineries or pipelines for gas or liquid
fuels, forming part of a scheme for transporting such fuels;

(e)  railway lines forming part of a railway system;
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(f) communication towers masts, exchanges or lines forming part of a
communication system serving the public;

(@)  runways aprons and the air traffic control unit at national or
provincial airports, including the vacant land known as obstacle free
zone surrounding these, which must be vacant for air traffic
navigation;

(h) breakwater, sea walls, channels, basin, quay walls, jetties, roads,
railway or infrastructure used for the provision of water, lights
power, sewage or similar service of ports, or-navigational aids
comprising light houses, radio navigational aids, buoys, or other
device or system used to assist the safe and efficient navigation of
vessels;

(i) any other publicly controlled infrastructure as may be prescribed; or

(j) rights of way easements or servitudes in connection with
infrastructure mention in paragraphs (a) to (j);

“‘public service purposes”in relation to the use of a property, means

property owned and used by an organ of state as —

(a) hospitals or clinics;

(b)  schools, pre-schools, early childhood development centres, or
further education and training colleges;

(c) national and provincial libraries and archives;

(d) police stations;

(e correctional facilities;

(f) courts of law,

but excludes property contemplated in the definition of “public

infrastructure”

“rate”, means a municipal rate on property envisaged in section 229(1)(a)
of the Constitution;

“rateable property”, means property on which a municipality may levy a
rate, excluding property fully excluded from levying of rates;

“ratio” in relation to section 19, means the relationship between the
cent amount in the Rand applicable to residential properties and different
categories of non-residential properties: Provided that the two relevant
cent amounts in the Rand re inclusive of any relief measures that amount
to rebates of a general application to all properties within a property
category;
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3.1

3.2

“ rebate”, in relation to a rate payable on a property, means discount
granted in terms of the rate payable on the property;

“ reduction”, in relation to a rate payable on a property, means the
lowering of the amount for which the property was valued and the rating of
the property at that lower amount;

“ residential property”, means a property included on a valuation roll in
terms of section 48(2)(b) of the Act in respect of which the primary use or
permitted use is for residential purposes without derogating from section

9;

“sectional titles unit”, means a unit defined‘in section1 of the Sectional
Titles Act, 1986 (Act95 of 1986);

“specified public health benefit”, means an activity listed as welfare
and humanitarian, heath care and education and development in‘Part 1 of
the Ninth Schedule of the Income Tax Act:

“state trust land”, means land owned by the state in trust for persons
communally inhabiting the ‘land in terms of a traditional system of land
tenure, land owned by the state over which land tenure rights were
granted or land owned by the state which is earmarked for disposal in
terms of the Restitution of Land Rights Act, 1994 (Act 22 of 1994);

“ trading service”, means a service for which the tariffs are fixed to yield
a trading profit, for example electricity and water services;

all other terms are used within the context of the definitions contained in
the Local Government: Municipal Property Rates Act, 2004 (Act 6 of
2004).

POLICY PRINCIPLES.

Rates are levied/in accordance with the Act as an amount in the Rand
based on the market value of all rateable property contained in the
municipality’s valuation roll and supplementary valuation roll.

As allowed for in the Act, the municipality has chosen to differentiate
between various categories of property and categories of owners of
property. Some categories of property and categories of owners are
granted relief from rates. The municipality however does not grant relief in
respect of payments for rates to any category of owners or properties, or
to owners of properties on an individual basis, other than by way of an
exemption, rebate or reduction provided for in this policy.
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3.3 There would be no phasing in of rates based on the new valuation roll,
except as prescribed by legislation.

3.4 The rates policy for the municipality is based on the following principles:

(@) Equity: The municipality will treat all ratepayers with similar
properties the same.

(b)  Affordability: The ability of a person to pay rates will be taken into
account by the municipality. In dealing with the poor/indigent
ratepayers the municipality will provide relief measures through
exemptions, reductions or rebates.

(c)  Sustainability: Rating of property will be implemented in a way that:

(i) it supports sustainable local government by providing
stable an buoyant revenue source within the discretionary
control of the municipality; and

(ii)  supports local social economic development

(d)  Cost efficiency.

Rates will be based on the value of all rateable property and the amount required
by the municipality to balance the operating budget after taking into account
profits generated on trading (water, electricity) and economic (refuse removal,
sewerage removal) services and the amounts required to finance exemptions,
rebates, reductions and phasing-in of rates as-approved by the municipality

from time to time.

4. SCOPE OF THE POLICY.

This policy document guides the annual setting (or revision) of property

rates. It does not make specific' property rates proposals. Details

pertaining to the applications of the various property rates are published in
the Municipal Budget and the municipality’s schedule of tariffs, which

must be read in conjunction with this policy. This policy must also be read with
the Tariff Policy of the municipality.

5. APPLICATION OF THE POLICY.

In imposing the rate in the Rand for each annual operating budget
component, the municipality shall grant exemptions, rebates and
reductions to the categories of properties and categories of owners as
allowed for in this policy document.
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6. CLASSIFICATION OF SERVICES AND EXPENDITURE.

6.1 The Municipal Manager or his/her nominee must, subject to the
guidelines provided by the National Treasury and the budget of the
municipality, make provision for the following classification of services:-
(@)  Trading services.

(i) Water

(i) Electricity
(b) Economic services.

(i) Refuse removal.

(i) Sewerage disposal.
(c) Community services.

i) Air pollution

ii) Fire-fighting services

iii Local tourism

iv Municipal planning

v Municipal public works, only in respect of the needs-of

municipalities in the discharge of their responsibilities and to
administer functions specially assigned to them under the
Constitution or any other law.

(vi)  Storm-water management system in built-up areas.

(vii)  Trading regulations

(viii)  Fixed billboards and the display of advertisements in public

places

Cemeteries

Control of public nuisances

Control of undertakings that sell liquor to the public

Township development

Facilities for accommodation, care and burial of animals

Fencing and fences

Licensing of dogs

Licensing and control of undertakings that sell food to the

public

(xvii) Local amenities

(xviii) Local sport facilities

(xix) ~Municipal parks and recreation

(xx)  Municipal roads

(xxi) "~ Noise pollution

(xxii) Pounds

(xxiii) Public places
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xxiv) Street trading/street lighting

xxv) Traffic and parking

xxvi) Building control

xxvii) Licensing of motor vehicles and transport permits
xxviii) Nature reserves

xxix) Forestry
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6.2

6.3

6.4

6.5

71

(d) Subsidised services.
(i) Health and ambulance.
(i) Libraries and museums.
(iii)  Proclaimed roads.

Trading and economic services must be ring-fenced and financed from
service charges while community and subsidised services will be financed
from profits on trading and economic services, regulatory fees, rates and
rates related income.

Expenditure will be classified in the following categories:

Salaries, wages and allowances
Bulk purchases
General expenditure
Repairs and maintenance
Capital charges (interest and redemption)/depreciation
Contribution to fixed assets
) Contribution to funds
(i) bad debts.
(i) working capital; and
(iiiy  statutory funds.
(h)  Contribution to reserves.
(i) Gross expenditure.
(j) Less charge-out.
(
(
(
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K) Net expenditure.
I Income.
m)  Surplus/Deficit

Cost centers will be created to which the costs associated with providing
the service can be allocated-

(a) by Department;

(b) by Section/service; and

(c) by Division/service.

The subjective classification of expenditure each with a unique vote will be
applied to all cost centers.

CATEGORIES OF RATEABLE PROPERTIES.

Criteria for determining categories of properties for the purpose of levying
different rates and for the purpose of granting exemptions will be
according to the-

(a) use of the property;

(b) permitted use of the property or

(c) geographical area in which the property is situated
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7.2 Interms of section 3 (3) (c) of the Act, the municipality may levy different
rates for the different categories of rateable properties as set out below.
The categories include the following:-

residential properties;

business and commercial properties;

industrial properties;

public service infrastructure;

farm properties used for-

agricultural purposes;

business and commercial purposes;

residential purposes;

industrial purposes;

small holdings used for-

agricultural purposes;

business and commercial purposes;

residential purposes;

industrial purposes;

municipal owned residential properties;

non — residential municipal properties;

multiple use properties;

properties acquired through provision of the Communal Land
Rights Act, 1993 (Act 126 of 1993) or the restitution of land rights or
which is subjected to the Communal Property Associations Act,
2006;

properties on which monuments are proclaimed;

properties owned by public benefit organisations and used for any
specific public benefit activities;

protected areas;

private schools;

public schools;

mining properties(excluding mineral rights);

registered residential businesses;

unregistered residential businesses;

sports fields;

vacant land.

8. CATEGORIES OF OWNERS.

Criteria for determining categories of owners of properties, for the purpose
of granting exemptions, rebates and reductions will be according to the-

(a)
(b)
(c)

indigent status of the owner of a property;

sources of income of the owner of a property;

owners of property situated within an area affected by

(i) a disaster within the meaning of the Disaster Management
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Act, 2002 (Act No. 57 of 2002); or
(ii) any other serious adverse social or economic conditions;
(d) owners of residential properties with a market value below a
determined threshold; or
(e)  owners of agricultural properties who are bona fide farmers

9. PROPERTIES USED FOR MULTIPLE PURPOSES.

Rates on properties used for multiple purposes will be levied on properties
used for a purpose corresponding with the dominant use of the property;

10. DIFFERENTIAL RATING.

10.1  Criteria for differential rating on different categories of properties will be
according to-

(@)  The nature of the property including its sensitivity to rating e.g.
agricultural properties used for agricultural purposes.

(b)  The promotion of social and economic development of the
municipality.

10.2 Differential rating among the various property categories will be done by
way of setting different cent:amount in the rand for each property category
and/or

10.3 by way of reductions and rebates.

11. EXEMPTIONS.

11.1  The following categories of property are exempted from rates:

(a) Municipal properties. (Municipal properties are exempted from
paying rates as it will increase the rates burden or service charges
to property owners or consumers.)

(b) Residential properties-with a market value of less than R 15 000
are exempted from paying rates. This is an important part of the
Council’s indigent policy and is aimed primarily at alleviating
poverty.

(c) Cemeteries and crematoriums
Registered in the names of private persons and operated not for
gain.

(d) Public Service Infrastructure
Is exempted from paying rates to the extent provided for in the
Property Rates Act.

(e)  Public Benefit Organisations
The following Public Benefit Organisations may apply for the
exemption of property rates subject to producing a tax exemption
certificate issued by the South African Revenue Services (SARS)
as contemplated in Part 1 of the Ninth Schedule of the Income Tax
Act, 1962 (No 58 of 1962):
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(i) Health care institutions
Rateable properties registered in the name of an institution
or organization which has as it’s exclusive objective health
care or counseling for terminally ill persons or persons with
a severe physical or mental disability and persons affected
by HIV/AIDS , including workshops used by the inmates,
laundry or cafeteria facilities, provided that any profits from
the use of the property are used entirely for the benefit of
the institution and/or to charitable purposes within the
municipality.

(i) Welfare institutions
Properties used exclusively as an orphanage, non-profit
retirement villages, old age home or benevolent institution,
including workshops used by the inmates, laundry or
cafeteria facilities, providedthat any profits from the use of
the property are used entirely for the benefit of the institution
and/or to charitable purposes within the municipality:

(iii)  Independent schools
Property used by registered independent schools for
educational purposes only.

(iv)  Charitable institutions
Property belonging to not-for-gain institutions or
organisations that perform charitable work.

(V) Sporting bodies
Property used by an organisation whose sole purpose is to
use the property for sporting purposes on a non-professional
basis.

(vi)  Culturaliinstitutions
Properties declared in terms of the Cultural Institutions Act,
Act 29 of 1969 or the Cultural Institutions Act, Act 66 of
1989.

(vii)  Museums, libraries, art galleries and botanical gardens
Registered in the name of private persons, open to the
public and not operated for gain.

(viii).  Youth development organisations Property owned and/or
used by organisations for the provision of youth leadership
or development programmes.

(ix) = Animal welfare
Property owned or used by institutions/organisations whose
exclusive aim is to protect birds, reptiles and animals on a
not-for-gain basis.

(f)  Property registered in the name of and used primarily as a
place of public worship by a religious community, including
an official residence registered in the name of that
community which is occupied by an office bearer of that
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community who officiates at services at that place of
worship.
(9) any other property designated in terms of Section 17 of the
Local Government: Property Rates Act,2004(Act 6 of 2004)
as impermissible rates.
11.2 Exemptions will be subject to the following conditions:

(a) all applications must be addressed in writing to the municipality;

(b)  a SARS tax exemption certificate must be attached to all
applications;

(c) the Municipal Manager or his/her nominee must approve all
applications;

(d) applications must reach the municipality before the end of October
preceding the start of the new municipal financial year for which
relief is sought; and

(e)  the municipality retains the right to refuse exemptions if the details
supplied in the application form-were incomplete, incorrect or false.

12. REDUCTIONS.

12.1 A reduction in the municipal valuation as contemplated in section 15(1)(b)
of the Act will be granted where the value of a property is affected by-
(@)  adisaster within the meaning of the Disaster Management Act,

2002 (Act No. 57 of 2002); or

(b) any other serious adverse social or economic conditions

12.2 The reduction will be in relation to the certificate issued for this purpose by
the municipal valuer.

12.3 All categories of owners can apply for a reduction in the rates payable as
described above.

13. REBATES.

13.1 Categories of property
(a) Business, commercial and industrial properties
(i) The municipality may grant rebates to rateable enterprises
that' promote local, social and economic development in its
area of jurisdiction, based on its Local, Social and Economic

Development Policy. The following criteria will apply:

(@)  job creation in the municipal area;

(b) social upliftment of the local community; and

(c) creation of infrastructure for the benefit of the
community.

(i) Rebates will be granted on application subject to:

(a) a business plan issued by the directors of the
company indicating how the local, social and
economic development objectives of the municipality
are going to be met;
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(f)

(b)  acontinuation plan issued by the directors and
certified by auditors of the company stating that the
objectives have been met in the first year after
establishment and how the company plan to continue
to meet the objectives;

(c) an assessment by the municipal manager or his/her
nominee indicating that the company qualifies; and

(d) a municipal resolution.

State properties.

Receive a rebate provided for in the annual budget.

Residential properties.

The municipality grants a rebate providedfor in the annual budget,

which applies to improved residential property that is:

(i) used predominantly for residential purposes, with not more
than two dwelling units per property,
registered in terms of the 'Sectional Title Act,

)  owned by a share-block company,

)  arateable residence on property used for or related to
educational purposes,

Agricultural property.rebate.

Agricultural property rebate is fixed at 85% across the board,

excluding properties positioned and marketed as hunting or safari

establishments.

Conservation Land

No rebates are granted to privately owned properties whether

designated or used for conservation purposes.

Historical or heritage properties

No rebates are granted other than residential rebates if appropriate.

13.2 Categories of owners

(a)

Retired and Disabled Persons Rate Rebate

(i) Retired and Disabled Persons qualify for special rebates
according to monthly household income. To qualify for the
rebate a property owner must:

(a) occupy the property as his/her normal residence;

(b) be at least 60 years of age, in receipt of a disability
pension, old age pension or retirement
annuity/pension privately provided;

(c) be in receipt of a total monthly income from all
sources (including income of spouses of owner) not
exceeding R 5 000.00;

(d)  not be the owner of more than one property; and

(e) provided that where the owner is unable to occupy the
property due to no fault of his/her own, the spouse or
minor children may satisfy the occupancy
requirement.
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(i) Property owners must apply on a prescribed
application form for a rebate as determined by

the municipality.

(iii)  Applications must be accompanied by:
(a) a certified copy of the identity document or any
other proof of the owners age which is

acceptable to the municipality;

(b) sufficient proof (three months bank statement)
of income of the owner and his/her spouse;

(c) an affidavit from the owner;

(d) if the owner is a disabled person proof of a
disability pension payable by the state must be

supplied; and

(e) if the owner has retired at an earlier stage for
medical reasons proof thereof must be

submitted.

(iv)  These applications must reach the municipality before the
end of October preceding the start of the new municipal

financial year for which relief is'sought.

(v)  The municipality retains the right to refuse rebates if the
details supplied in.the application form were incomplete,

incorrect or false.

13.3 The following percentage of rebates will be applicable to pensioners,
pensioners in receipt of state grants-or annuity benefactors, subject to the
discretionary powers of the Municipal Manager or the availability of funds.

13.4

14.

14.1

Total household Income Per Month Rebate
R 2 250.00 to R 3.000.00 80%

R 3.001.00.to R 3500.00 60%
R3501.00to R 4 000.00 50%

R 4 001.00 to R 4 500.00 40%

R 4 .501.00 to R'5000.00 20%
Disabled persons — subject to the alterations made to a 100%

property to accommodate the specific disability, the
discretion of the Municipal Manager and availability of funds

Properties with a market value below a prescribed valuation level.
These properties may instead of a rate determined on the market value

may be a uniform fixed amount per property.

COST TO THE MUNICIPALITY DUE TO EXEMPTION, REDUCTIONS,

REBATES, EXCLUSIONS, PHASING IN AND THE BENEFIT THEREOF

TO THE LOCAL COMMUNITY.

During the budget process the accounting officer must inform the Council
of all costs associated with suggested exemptions, rebates, reductions
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and phasing in of rates. The report of the accounting officer should
display the costs in the flowing categories:

(i) Exemptions R c:
e Municipal properties .
¢ Residential properties.
e Cemeteries and crematoriums.
e Public service infrastructure to the extent provided for
in the Property Rates Act .
e Public benefit organisations

(ii) Reductions:
e Properties affected by disaster.
e Properties affected by serious adverse.
e social or economic.conditions.

(iii)  Rebates:
e Enterprises that promote local, social
and economic development .
e State properties .
¢ Residential properties .
¢ Retired and disabled persons .

(iv)  Phasing in:
e Newly rateable property.
e Land reform beneficiaries .

(V) Exclusions:
¢ Protected areas .
e Land reform beneficiary
e Residential property (mandated R 15 000
exemption)
e Public places of worship .

14.2 The benefit to. the community of granting relief measures will be:

(i) the promotion of local economic development including
attracting business investment, for example small business
establishment;

(ii creation of employment for municipal residents;

(iii)  promotion of service delivery, for example by farmers;

(iv)  poverty alleviation to the indigents;

(V) social development and moral development, for example, by
religious institutions, sports institutions, schools and other
non- governmental organisations which promote health and
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15.

15.1

15.2

15.3

other benefit to the community; and
(vi)  Improved local economic growth.

RATES INCREASES.

The municipality will consider increasing rates annually during the
budget process in terms of the guidelines issued by National
Treasury from time to time.
Rate increases will be used to finance the increase in operating
costs of community and subsidised services.
Relating to community and subsidised services the following annual
adjustments will be made:
(i) All salary and wage increases as agreed at the South
African Local Government Bargaining Council
(i) An inflation adjustment for general expenditure, repairs and
maintenance and contributions to statutory funds, and
(iii)  Additional depreciation costs or interest and redemption on
loans associated with the assets created during the previous
financial year.

15.4 Extraordinary expenditure related to community services not

foreseen during the previous budget period and approved by the
Council during a budget review process will be financed by an increase in
property rates.

15.5 Affordability of rates to ratepayers.
15.6 All increases in property rates will be communicated to the local

16.

16.1

16.2

17.

17.1

17.2

community in terms of the municipality’s policy on community participation.

NOTIFICATION OF RATES.

The municipality will give notice of all rates approved at the annual budget
meeting at least 30 days prior to the date that the rates become effective.
Accounts delivered after the 30 days’ notice will be based on the new
rates.

A notice stating the purport of the municipality’s resolution and the date on
which the new rates become operational will be displayed by the
municipality at places installed for that purpose.

PAYMENT OF RATES.

Ratepayers may choose between paying rates annually in one installment
on or before 30 September or in twelve equal installments on or before the
seventh day of the month following on the month in which it becomes
payable.

If the owner of property that is subject to rates, notify the Municipal
Manager or his/her nominee not later than 31 May in any financial year, or
such later date in such financial year as may be determined by the
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17.4

17.5

17.6

18.

municipal manager or his/her nominee that he/she wishes to pay all rates
in respect of such property in instaliments, such owner shall be entitled to
pay all rates in the subsequent financial year and each subsequent
financial year in twelve installments until such notice is withdrawn by
him/her in a similar manner.

Interest on arrears rates, whether payable on or before 30 September or
in equal monthly instaliments, shall be calculated in accordance with the
provisions of the credit control, debt collection and indigent policy of the
municipality.

Arrears rates shall be recovered from tenants, occupiers and agents of the
owner, in terms of section 28 and 29 of the Act.

Where the rates levied on a particular property have been incorrectly
determined, whether because of an error or omission on the part of the
municipality or false information provided by the property owner
concerned or a contravention of the permitted use to which the property
concerned may be put, the rates payable shall be appropriately adjusted
for the period extending from the date on which the error or omission is
detected back to the date on which rates were first levied in terms of the
current valuation roll.

In addition, where the error.occurred because of false information
provided by the property owner or as a result of a contravention of the
permitted use of the property concerned, interest onthe unpaid portion of
the adjusted rates payable shall be levied at the maximum rate permitted
by prevailing legislation.

REGULAR REVIEW PROCESSES.

The rates policy will be reviewed.on an annual basis to ensure that it
complies with the Municipality’s strategic objectives and with legislation.

19.

19.1

PHASING IN OF RATES

The rate levied on new rateable property owned and used by
organisations conducting specific public benefit activities and registered
in terms of the Income Tax Act for those activities, shall be phased in
over a period of four years.

The phasing-in discount on properties mentioned in 19.1 shall be as
follows:

e First year: 100% of the rate for that year otherwise applicable to the
property;

e Second year: 75% of the rate for that year otherwise applicable to
the property;

e Third year: 50% of the rate for that year otherwise applicable to the
property;

Rates Policy: Umsobomvu Municipality.
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19.3

20.

20.1

20.2

20.3

e Fourth year: 25% of the rate for that year otherwise applicable to
the property;
e Fifth year: Full Charge

The rate levied on all other newly rateable property shall be as follows:

e First year: 75% of the rate for that year otherwise applicable to
the property;

e Second year: 50% of the rate for that year otherwise applicable to
the property;

e Thirdyear: 25% of the rate for that year otherwise applicable to
the property;

e Fourth year: Full charge.

The rates levied on newly rateable property belonging to a land reform
beneficiary or his/her heirs, shall be phased in over a period of three
financial years, which three financial years shall commence after the
exclusion period of ten years following the date on which the title was
registered in the name of the beneficiary or his/her heirs at the Registrar
of Deeds, has lapsed.

o First year: 75% of the rate for that year otherwise applicable
to the property;

o Second year: 50% of the rate for that year otherwise
applicable to the property;

o Third year: 25% of the rate for that year otherwise applicable
to the property;

o Fourth year: 100% of the rate for that year otherwise
applicable to the property.

LIABILITY FOR AND RECOVERY OF RATES

The owner of a property shall be liable for the payment of the rates levied
on the property.

Joint owners of a property shall be jointly and severally be liable for the
payment of rates levied on the property.

In the case where an agriculture property is owned by more than one
owner in undivided shares ands these undivided shares were allocated
before the commencement of the date of the Subdivision of Agriculture
Land Act, 1970 (Act 70 of 1970), the municipality shall hold any joint
owners liable for all rates levied in respect of the agriculture property
concerned or hold any joint owners only liable for that portion of rates
levied on the property that represents joint owner’s undivided share in the

property.

Rates Policy: Umsobomvu Municipality.
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21,

21.1

21.1.1

21.1.2

21.1.3

21.1.4

21.2

21.2.1

21.2.2

21.2.3

Rates levied on properties in sectional title schemes, shall be payable by
the owner of each unit;

Rates levied on property in sectional title schemes, where the Body
Corporate is the owner of a specific section title unit, shall be payable by
the Body Corporate.

RECOVERY OF RATES IN ARREARS

Tenants and occupiers

If the owner of a property does not pay the full amount due for rates
levied on a property by the due date shown on the account, the
municipality shall recover the amount infull.or partially, from the tenant or
occupier of the property, after a written notice is served on the tenant or
occupier.

The amount to be recovered in terms of paragraph 21.1.1 above is limited
to the amount of the rent or other money due and payable, but not yet
paid, by the tenant or occupier to the owner of the property.

Any amount recovered from the tenant or occupier of the property must
be set off by the tenant or occupier against any money owned by the
tenant or occupier to the owner.

The tenant or occupier of a property must, on request by the municipality,
furnish the municipality with a written statement specifying all payments
to be made by the tenant or occupier to the owner of the property for rent
or other money payable on the property during a period determined by
the municipality.

Agents

If the amount due for rates levied on a property is not paid by the owner
by the due date shown on the account, the municipality shall recover the
amount.in full or partially, from the agent of the owner of the property,
after a written notice is served on the agent.

The amount to be recovered in terms of paragraph 21.2.1 above is
limited to the amount of the rent or other money due and payable, but
not yet paid, by the agent on behalf of the owner of the property less any
commission due to the agent.

The agent must, on request by the municipality, furnish the municipality
with a written statement specifying all payments for recent on the
property and any other money received by the agent on behalf of the
owner during a period determined by the municipality.
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21.4

21.5

21.6

21.7

21.8

22,

Credit Control and Collection

Where applicable, credit control and debt collection will be applied, in
accordance with the approved Credit Control and Debt Collection Policy
of the Council, for any outstanding amounts.

Interim Valuation Debits

In the event that a property has been transferred to a new owner and an
Interim Valuation took place, the immediate predecessor in title, as well
as the new owner, will be jointly a severally be held responsible for
settling the interim account.

Ownership

Properties, which vest in the municipality during developments, i.e. open
spaces and roads should be transferred at the cost of the developer to
the municipality. Until such time, rates levied will be for the account of
the developer.

Rates Clearance Certificates

Rates Clearance Certificates will be valid until 30 June in each financial
year.

Rebate for Indigent debtors

The rebate is as determined by the municipality’s policy on indigent
debtors:

Liability of directors and members for assessment rates

Where a company, closed corporation, trust or a body corporate in terms
of the Sectional Titles Act,1986 (Act 95 of 1986) as amended is
responsible for the payment of any arrear amounts to the municipality,
the liability for such entry shall be extended to the directors or members
thereof jointly as the case may be.

REGISTER OF PROPERTIES

The accounting officer must ensure that a register of properties is drawn
up and maintained as contemplated in section 23(3) of the Act.

Rates Policy: Umsobomvu Municipality.



23. COMMENCEMENT AND PERIOD OF RATES

This policy takes effect on the date specified in the municipal Council

resolution.

24. APPROVAL

MUNICIPAL MANGER

25. REVISION CHECKLIST

Approved per Council Resolution
Reviewed per Council Resolution
Reviewed per Council Resolution
Reviewed per Council Resolution
Reviewed per Council Resolution
Reviewed per Council Resolution

Reviewed per Council Resolution

Rates Policy: Umsobomvu Municipality.

34/05/2013
90/05/2014
3/05/2015

03/06/2016
03/03/2017
03/05/2018

../../2019

dd

dd

dd

dd

dd

dd

dd

31 May 2013
30 May 2014
25 May 2015
31 May 2016
31 May 2017
31 May 2018

... 2019



SUPPLY CHAIN
MANAGEMENT POLICY



UMSOBOMVU MUNICIPAL SUPPLY CHAIN MANAGEMENT POLICY
DRAFTED IN TERMS OF THE LOCAL GOVERNMENT: MUNICIPAL FINANCE
MANAGEMENT ACT, 2003 (ACT 56 of 2003)

The Council of Umsobomvu Municipality resolves in terms of section 111 of the
Local Government Municipal Finance Management Act (No. 56 of 2003), to
adopt the following policy as the Supply Chain Management Policy of the
Umsobomvu Municipality.
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In this policy, unless the context otherwise indicates, a word or expression to
which a meaning has been assigned in the Act has the same meaning as in the
Act, and —

“Accounting officer” means the Accounting Officer referred to in section 60 of
the Municipal Finance Management Act, No. 56 of 2003, in relation to a
municipal entity, means the official referred to in section 93, and includes a
person acting as the accounting officer.

“Accredited Agent’ means a provider who is authorized to‘deliver certain goods
/ services and can be trading in a specific area, however, an accredited agent is
not a sole provider.

“accredited” means goods / services that are officially recognized, are generally
accepted or having a guaranteed quality.

“all applicable taxes” includes value-added tax, pay as you earn, income tax,
unemployment insurance fund contributions and skills development levies;
“black people” is as generic termwhich means Africans, Coloureds and Indians
as defined in the Broad-Based Black Empowerment Act (No. 53 of 2003);
“B-BBEE” — means broad based black economic empowerment as defined in

section 1 of the Broad-<Based Black Economic Empowerment Act;

“B-BBEE Status Level of Contributor” — means the B-BBEE status of an
entity in terms of a code of good practice on black economic empowerment
issued in terms of section 9(1) of the Broad Based Black Economic
Empowerment Act;

“Black People”; has the meaning assigned to it in section 1 of the Broad Based
Black Economic Empowerment Act;

“Black Designated Groups” — has the meaning assigned to it in the codes of
good practice issued in terms of section 9(1) of the Broad Based Black

Economic Empowerment Act;

“Broad Based Black Economic Empowerment Act” — means the Broad-
Based Black Economic Empowerment Act, 2003 (Act No. 53 of 2003)

“competitive bid” means a bid in terms of a competitive bidding process;



“competitive bidding process” means a competitive bidding process referred
to in paragraph 12 (1) (d) of this policy;

“Central Supplier Database (CSD)”- is a single database to serve as the
source of all supplier information for all spheres of government. The purpose of
centralising government’s supplier database is to reduce duplication of effort and
cost for both supplier and government while enabling electronic procurement
processes.

“Co-Operative” — means a co-operative registered.in terms of section 7 of the
Co-operatives ACT, 2005 (Act No. 14 of 2005);

“Designated Group” means —

(a) black designated groups;

(b) black people;

(c) women;

(d) people with disabilities, or

(e) small enterprises, as defined in section 1 of the National Small Enterprise
Act, (Act No. 102 of 1996);

“Designated Sector” — means a sector, sub-sector or industry or product
designated in terms of regulation 8(1) (a);

“EME” - means and exempted of the micro enterprise in terms of a code of good
practice on black economic empowerment issued in terms of section 9(1) of the
Broad-Based Black Economic Empowerment Act;

“emergency procurement” emergency cases are cases where immediate
action is necessary /in order to avoid dangerous or risky situation (life
threatening) or misery such as floods or fires.”

“e-Tender Publication Portal” - facilitates all government institutions to publish

their tenders, corrigendum and award notices on a single platform. This portal
gives FREE access to public sector tender opportunities in South Africa.

“exceptional / urgent cases” exceptional cases are cases where early delivery
is of critical importance and the invitation of competitive bids is either impossible
or impractical. However a lack of proper planning should not be constituted as an
urgent case subject to the approval of the Accounting Officer. The nature of the



urgency and the details of the justifiable procurement must be recorded and the
AOQ to approve.

“final award”, in relation to bids or quotations submitted for a contract, means
the final decision on which bid or quote to accept bids or quotations submitted for
a contract, means the final decision on which-bid or quote to accept;”

“Fruitless and wasteful expenditure™ is defined in section 1 of the MFMA as
follows: expenditure made in vain and would have been avoided had reasonable
care been exercised:;

“Functionality” — means the ability of a tendererto provide goods or services

in accordance with specifications as set out in the tender documents;

“in the service of the state” means to be —

a) a member of —

i) any municipal council;

any provincial legislature; or

iii)  the National Assembly or the National Council of Provinces;

b)  a member of the board of directors of any municipal entity;

C) an official of any municipality or municipal entity;

d)  an employee of-any national or provincial department, national or

provincial public entity or constitutional institution within the meaning of the

Public Finance Management Act, 1999 (Act No.1 of 1999);

(e) an executive member of the accounting authority of any national or
provincial public entity; or

(f) an-employee of Parliament or a provincial legislature;

“ Irregular expenditure”- means-

[a] expenditure incurred by a municipality or municipal entity in contravention of,
that is not in.accordance with, a requirement of the MFMA, or that is not in
accordance with; a requirement of the MFMA, and which has not been condoned
in terms of section 170;

[b] expenditure incurred by a municipality or municipal entity in contravention of,
or that is not in accordance with, a requirement of the Municipal Systems Act,
and which has not been condoned in terms of that Act;

[c] expenditure incurred by a municipality in contravention of, or that is not in
accordance with, a requirement of the Public Office-Bearers Act, 1998[ACT No.
20 of 1998]; or

[d] expenditure incurred by a municipality or municipal entity in contravention of,
or that is not in accordance with a requirement of the supply chain management
policy of the municipality or entity or any of the municipality’s by-laws giving
effect to such policy; and which has not been condoned in terms of such policy
or by-law, but excludes expenditure by a municipality which falls within the



definition of “unauthorised expenditure.”

In this context "expenditure” refers to any use of municipal funds that is in
contravention of the following legislation:

-Municipal Finance Management Act, Act56 of 2003, and its regulations
-Municipal Systems Act, Act 32 of 2000, and its regulations

-Public Office-Bearers Act, Act20 of 1998, and its regulations; and

-The municipality’s supply chain management policy, and any by-laws giving
effect to that policy;”

“long term contract” means a contract with a duration period exceeding one
year;

“list of accredited prospective providers” meansthe list of accredited
prospective providers which a municipality or municipal entity must keep in terms
of paragraph 14 of this policy;

“local content” means that portion of the'tender price which is not included in
the imported content, provided that local manufacture does take place;

“Military Veteran” — has the meaning assigned to it.in section 1 of the Military
Veterans Act, 2011 (Act No. 18 of 2011);

“municipality” means Umsobomvu Municipality

“Municipal entity” has the meaning assigned to it by Section 1 of the Municipal
Systems Act, 2000.

“National Treasury” has the meaning assigned to it in section 1 of the Public
Finance Management Act, 1999 (Act No. 1 of 1999);

“other applicable legislation” means any other legislation applicable to
municipal supply chain management, including —

(a) the Preferential Procurement Policy Framework Act, 2000 (Act No. 5 of
2000);

(b) the Broad-Based Black Economic Empowerment Act, 2003 (Act No. 53 of
2003); and

(c) the Construction Industry Development Board Act, 2000 (Act No.38 of
2000);

“People With Disabilities” - has the meaning assigned to it in section 1 of the
Employment Equity Act, 1998 (Act No. 55 of 1998);

“Price” — includes all applicable taxes less all unconditional discounts,



“Proof of B-BBEE Status Level of Contributor “— means —

(a) the B-BBEE status level certificate issued by an authorised body or person:
(b) a sworn affidavit as prescribed by the B-BBEE Codes of Good Practice, or

(c) any other requirement prescribed in terms of the Broad-Based Black
Economic Empowerment Act;

“QSE” — means a qualifying small business enterprise in terms of code of good
practice on black economic empowerment issued in terms-of section 9(1) of the
Broad-Based Black Economic Empowerment Act;

“Rural Area” - means

(a) a sparsely populated area in which people farm or depend on natural
resources, including villages and small towns that are dispersed through the
area; or

(b) an area including a large settlement which depends on migratory labour and
remittances and government social. grants for survival, and may have a
traditional land tenure system.

“Stipulated Minimum Threshold” — means the minimum threshold stipulated in
terms of regulation 8(1) (b);

“Township” — means an urban living area.that any time from the late 19"
century until 27 April 1994, was reserved for black people, including areas
developed for historically disadvantaged individuals post 27 April 1994;

“Sole Provider” means a provider of specialized or exclusive goods/services
who has a sole distribution / patent /manufacturing rights and copy rights.

“senior manager” means an executive director appointed in terms of section of
the Municipal Systems Act, 2000 or an acting executive director appointed by the
Accounting Officer.

“the Act” means the Local Government: Municipal Finance Management Act,
2003 (Act No. 56 of 2003);

“The Regulations” means the Local Government: Municipal Finance
Management Act, 2003, Municipal Supply Chain Management Regulations
published by Government Notice 10684 of 2017;

“Treasury” — has the meaning assigned to it in section 1 of the Public Finance



Management Act, 1999 (Act No. 1 of 1999);

“Treasury guidelines” means any guidelines on supply chain management
issued by the Minister in terms of section 168 of the Act;

“the Act” means the Local Government: Municipal Finance Management Act,
2003 (Act No. 56 of 2003);

“Transversal contract” means a contract arranged for more than one
department or municipality or for more than one level of government eg. National
and Provincial Government.

“Unauthorized expenditure” means any expenditure incurred by a municipality
otherwise than in accordance with section 15 or 113] and includes-

[a] overspending of the total amount appropriated.in the municipality’s approved
budget;

[b] overspending of the total amount appropriated«for a vote in the approved
budget;

[c] expenditure from a vote unrelated to the department or functional area
covered by the vote;

[d] expenditure of money appropriated for a specific purpose, otherwise than for
that specific purpose;

[e] spending of an allocation referred to in paragraph [b],[c] or [d] of the definition
of “allocation” otherwise than in accordance with any conditions of the allocation;
or

[f] a grant by the municipality otherwise than in accordance with the MFMA.

Unforeseen and unavoidable expenditure is discussed in section 29 of the MFMA
and reads as follows:

[1] The.mayor of -a municipality may in emergency or other exceptional
circumstances authorise unforeseen and unavoidable expenditure for which no
provision was made in an approved budget.

[2] Any such expenditure-

[a] must be in accordance with any framework that may be prescribed;

[b] may not exceed a prescribed percentage of the approved annual budget;

[c] must be reported by the mayor to the municipal council at its next meeting;
and

[d] must be appropriated in an adjustments budget.

[3] If such adjustments budget is not passed within 60 days after the expenditure
was incurred, the expenditure is unauthorised and section 32 applies.

“written or verbal quotations” means quotations referred to in paragraph
12(1)(b) of this policy;

“Youth” — has the meaning assigned to it in section 1 of the National Youth
Development Agency Act, 2008 (Act No. 54 of 2008)
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CHAPTER 1

IMPLEMENTATION OF SUPPLY CHAIN MANAGEMENT POLICY

Supply chain management policy
All officials and other role players in the supply chain management system
of the Umsobomvu Municipality must implement this Policy in a way that

Py

e

(e)
(f)

gives effect to —

section 217 of the Constitution; and

Part 1 of Chapter 11 and other applicable provisions of the Act;

is fair, equitable, transparent, competitive and cost effective;
complies with —

the Regulations; and

any minimum norms and standards.that may be prescribed in terms
of section 168 of the Act;

is consistent with other applicable legislation;

- Broad Based Black Economic Empowerment Act [B-BBEEA];

- Corruption Act, 1998 — anti-corruption measures and
practices;

- Competition Law and Regulations;

- Promotion.of Administrative Justice Act, 2000;

- National Archives of South Africa Act, 1996;

- National Small Business Act;

--Construction Industry Development Board Act,

- Preferential Procurement Policy Framework Act.

does not undermine the objective for uniformity in supply chain
management systems between organs of state in all spheres; and
is - consistent with national economic policy concerning the
promotion of investments and doing business with the public
sector.

The municipal entity must, in addition to complying with subparagraph (1),
apply this Policy, to the extent determined by the parent municipality, in a
way that and that is consistent with the supply chain management policy
of the municipality.

This Policy applies when the Umsobomvu Municipality —

(a)
(b)

procures goods or services;
disposes goods no longer needed;
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(c) selects contractors to provide assistance in the provision of
municipal services otherwise than in circumstances where Chapter
8 of the Municipal Systems Act applies; or

(d)  selects external mechanisms referred to in section 80 (1) (b) of the
Municipal Systems Act for the provision of municipal services in
circumstances contemplated in section 83 of that Act.

This Policy, except where provided otherwise, does not apply in respect of

the procurement of goods and services contemplated in section 110(2) of

the Act, including —

(@) water from the Department of Water Affairs or a public entity,
another municipality or a municipal entity; and

(b)  electricity from Eskom or another public entity, another municipality
or a municipal entity.

Amendment of the supply chain management policy

The accounting officer must —

(@)  atleast annually review the implementation.of this Policy; and

(b)  when the accounting officer considers it necessary, submit
proposals for the amendment of this Policy to the Council.

If the accounting officer submits proposed amendments to the Council

that differs from the model policy issued by the National Treasury, the

accounting officer must —

(@) ensure’ that such proposed amendments comply with the
Regulations; and

(b) report any deviation from the model policy to the National Treasury
and the relevant provincial treasury.

When amending this supply chain management policy the need for
uniformity in supply chain practices, procedures and forms between
organs of state in all spheres, particularly to promote accessibility of
supply chain management systems for small businesses must be taken
into account.

Delegation of supply chain management powers and duties

The Council hereby delegates all powers and duties to the accounting

officer which are necessary to enable the accounting officer —

(@) to discharge the supply chain management responsibilities
conferred on accounting officers in terms of —

(i) Chapter 8 or 10 of the Act; and

(i) this Policy;

(b) to maximise administrative and operational efficiency in the
implementation of this Policy;
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(c) to enforce reasonable cost-effective measures for the prevention of
fraud, corruption, favouritism and unfair and irregular practices in
the implementation of this Policy; and

(d)  to comply with his or her responsibilities in terms of section 115 and
other applicable provisions of the Act.

Sections 79 and 106 of the Act apply to the sub delegation of powers and
duties delegated to an accounting officer in terms of subparagraph (1).

The accounting officer may not sub delegate’ any supply chain
management powers or duties to a person who<is not an official of the
municipality or to a committee which is not:exclusively composed of
officials of the municipality.

This paragraph may not be read as permitting an official to whom the
power to make final awards has been delegated, to make a final award in
a competitive bidding process otherwise than through the committee
system provided for in paragraph 26 of this Policy.

Sub delegations

The accounting officer may in terms of section 79 or 106 of the Act sub
delegate any supply chain management powers and duties, including
those delegated to the accounting officer in terms of this Policy, but any
such sub delegation must be consistent with subparagraph (2) of this
paragraph and paragraph 4 of this Policy.

The power to make a final award —

(a) above R10 million ( VAT included) may not be sub delegated by the
accounting officer;

(b) above R2 million ( VAT included), but not exceeding R10 million (
VAT included), may be sub delegated but only to —

(1) the chief financial officer;

(i) a senior manager; or

(ii) a bid adjudication committee of:
Chief Financial Officer
Head Infrastructure
Head Social Services
Head of Institutional Development

(c)  not exceeding R2 million ( VAT included) may be sub delegated but
only to —

(i) the chief financial officer;

(i) a senior manager;

(iii)  a manager directly accountable to the chief financial officer or a
senior manager; or

(iv)  a bid adjudication committee comprising of:

Chief Financial Officer
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Head Infrastructure
Head Social Development
Head Institutional Development

An official or bid adjudication committee to which the power to make final
awards has been sub delegated in accordance with subparagraph (2)
must within five days of the end of each month submit to the official
referred to in subparagraph (4) a written report containing particulars of
each final award made by such official or committee during that month,
including—

(@)  the amount of the award;

(b)  the name of the person to whom the award was made; and

(c) the reason why the award was made to that person.

A written report referred to in subparagraph (3) must be submitted.—

a) tothe accounting officer, in‘the case of an award by —

) the chief financial officer;

i) a senior manager; or

iii)  a bid adjudication committee of which the chief financial officer or a
senior manager is a member; or

(b)  to the chief financial officer or the senior manager responsible for
the relevant bid, in the case of an award by —

(i) a manager referred to in subparagraph (2)(c)(iii); or

(i) a bid_adjudication committee of which the chief financial officer or

a senior manager is not a member.

Subparagraphs (8) and (4) of this-policy do not apply to procurements out
of petty cash.

This paragraph may not be interpreted as permitting an official to whom
the power to make final-awards has been sub delegated, to make a final
award in a competitive bidding process otherwise than through the
committee system provided for in paragraph 26 of this Policy.

No supply chain management decision-making powers may be delegated
to an advisor or consultant.

Oversight role of council
The Council reserves its right to maintain oversight over the
implementation of this Policy.

For the purposes of such oversight the accounting officer must —

(a)(i) within 30 days of the end of each financial year, submit a report on
the implementation of this Policy and the supply chain management
policy to the council of the municipality; and
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(i)  whenever there are serious and material problems in the
implementation of this Policy, immediately submit a report to the
Council, who must then submit the report to the accounting officer
of the municipality for submission to the Council.

The accounting officer must, within 10 days of the end of each quarter,
submit a report on the implementation of the supply chain management
policy to the Mayor.

The reports must be made public in accordance with section 21A of the
Municipal Systems Act.

Supply chain management unit
A supply chain management unit is hereby established to.implement this
Policy.

The supply chain management unit operates under the direct supervision
of the chief financial officer or an official to whom this duty has been
delegated in terms of section 82 of the Act.

Training of supply chain management officials

The training of officials involved in implementing this Policy should be in
accordance with.any Treasury guidelines on supply chain management
training.
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CHAPTER 2
SUPPLY CHAIN MANAGEMENT SYSTEM

Format of supply chain management system
This Policy provides systems for —

(i)

demand management;
acquisition management;
logistics management;

disposal management;

risk management;

performance management, and
asset management

contract Management

Part 1: Demand management

System of demand management

The accounting officer must establish and implement an appropriate
demand management system in order to ensure that the resources
required by the municipality support its operational commitments and its
strategic goals outlined in the Integrated Development Plan.

The demand management system must —

(a)

(f)

include timely planning and management processes to ensure that
all goods and services required by the municipality are quantified,
budgeted for and timely and effectively delivered at the right
locations ‘and at the critical delivery dates, and are of the
appropriate quality and quantity at a fair cost;

take into account any benefits of economies of scale that may be
derived in the case of acquisitions of a repetitive nature; and
provide for the compilation of the required specifications to ensure
that its needs are met.

To undertake appropriate industry analysis and research to ensure
that innovations and technological benefits are maximized.

The municipality must compile a Procurement Plan containing all
planned procurement for the financial year in respect of the
procurement of goods, services and infrastructure projects which
exceed R 200 000 [all applicable taxes included] per case as
described in the Supply Chain Management Guide for Accounting
Officers. The procurement plan must be finalized on the 1 July
every year. The relevant information should preferably be furnished
in the format contained in the Procurement Plan Template enclosed
as Annexure A.

Also refer to National Treasury MFMA Circular 62.
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Part 2: Acquisition management

System of acquisition management
The accounting officer must implement the system of acquisition
management set out in this Part in order to ensure —

that goods and services are procured by the municipality in
accordance with authorised processes only;

that expenditure on goods and services is incurred in terms of an
approved budget in terms of Section 15 of the Act;

that the threshold values for the different procurement processes
are complied with;

that bid documentation, evaluation and adjudication criteria, and
general conditions of a contract, are as per National and Provincial
prescripts [SCM Practice note 2, [Explanatory notes: Revised
quotation / bid forms];

that the preference point system.used in accordance with the
Revised Preferential Procurement Policy Regulations of 2017.

that any Treasury guidelines on_acquisition management are
properly taken into account.
Verification of bids iniaccess of R10 million

Prior to advertisement:

Verification by the CFO

The senior manager responsible fora vote' must submit to the

CFO:

-proof that budgetary provision exists'for the procurement of

the goods/services and / or infrastructure projects;

- any ancillary budgetary implications related to the bid;

- any multi -year budgetary implications;

Prior to the award of a bid.

Contracts above the value of R 10 million (all applicable taxes
included) may only be awarded to the preferred bidder after the
CFO has verified in writing that budgetary provision exists for the
acquisition of the goods, infrastructure projects and /or services
and that it is consistent with the Integrated Development Plan.
Publication of awards in respect of advertised competitive bids.
(above the threshold value of (R200 000)

The following information on the successful bids must be placed on
the municipal website:

- Contract numbers and description of goods, services or
infrastructure projects;

- Names of the successful bidders and the B-BBEE level of
contribution claimed;

- Brand names and dates for completion of contracts.

Functionality

Adhere to the revised guidelines when functionality is included as a
criterion in the evaluation of bids (National Treasury Note issued in
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September 2010).

(i) Clear indication must be given in bid documents if bids will be
evaluated on functionality.

(if)Evaluation criteria must be objective.

(iii)The weight of each criterion, applicable values and the minimum
qualifying score (for each bid on its own merit) must be indicated in
the bid documents.

(iv)Bidders failing to achieve the qualifying score for functionality
must be disqualified.

(v)Bidders achieving the minimum qualifying score must be
evaluated further in terms of points for price and B-BBEE status
level contribution.

(vi) Must be determined separately for each tender; and may not be
SO

- low that it may jeopardise the quality of the required goods and
services; or

- high that it is unreasonably restrictive.

(vii) Points scored for functionality must be rounded off to the
nearest two decimal places.

When procuring goods or services contemplated in Section 110(2) of the
Act, the accounting officer must make public the fact that such goods or
services are procured otherwise than through the municipality’s supply
chain management system, including =

(a)
(b)

the kind of goods or services; and
the name of the supplier.

Range of procurement processes
Goods and services may only be procured by way of —

(a)
(b)

petty cash purchases, up to a transaction value of R2 000 VAT
included); (To be read with clause 15)

written or verbal quotations for procurements of a transaction value
over R2 000 up to R10 000 VAT included); (To be read with
clauses 13, 16 and 18)

formal written price quotations for procurements of a transaction
with a Rand value over R10 000.00 and up to a value of R 200
000.00 VAT included); (To be read with clauses 13, 17 and 18)

a competitive bidding process for—

procurements above a transaction value of R 200 000.00 VAT
included); and

the procurement of long term contracts;

The accounting officer may, in writing-
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lower, but not increase, the different threshold values specified in
subparagraph (1); or

direct that —

written or verbal quotations be obtained for any specific
procurement of a transaction value lower than R2 000 (all taxes
included);

formal written price quotations be obtained for any specific
procurement of a transaction value lower than R10 000 (all taxes
included); or

a competitive bidding process be followed for any specific
procurement of a transaction value lower than R200 000 (all taxes
included).

Goods or services may not deliberately be split into parts or items of a
lesser value merely to avoid complying with the requirements of the policy.
When determining transaction values; a requirement for goods or services
consisting of different parts or items must as far as possible be treated and
dealt with as a single transaction.

Deviations

(i)
(i)
(i)

the procurement of fuel. must be done as far as possible at local
supplier(s);

payment of travel and substance allowances according to tariffs as
per the approved Travel and Subsistence policy;

provision for sole providers are to made to prevent unnecessary
reporting of deviation by drafting a list of sole suppliers of goods and
services which is to be submitted to the Accounting Officer for
approval.

General preconditions for consideration of written quotations or bids
A written quotation or bid may not be considered unless the provider who
submitted the quotation or bid —

(a)
()
)
(iii)
(iv)

\Y

(v)

has furnished that provider’s —

full name;

identification number or company or other registration number; and
tax reference number and VAT registration number, if any;
registered on Central Suppliers Database (CSD) with a tax
compliant status; [original tax clearance certificate from the south
African Revenue Services;]

check in respect of the recommended bidder whether municipal
rates and taxes and municipal service charges are not in arrears for
more than three months; or if the bidder lives in a rural area, he or
she should get proof of residence from the chief of the village of the
area;

Bids/ quotations should only be awarded to suppliers who are not in
arrears with their municipal rates and taxes. If the suppliers are not
resident in this municipality, but offer their services from any other



(vi)
(Vi)
(viii)

(ix)

(i)

19

municipality, the same applies. It should be established if they are
not in arrears in their own municipality.

requirements for construction and engineering related bids should
be awarded according to CIDB regulations;

The CIDB Act requires that all projects need to be registered with
the CIDB;

Before an award is done to a contractor, the contractor’'s CIDB
grading must be confirmed with the CIDB website;

The CIDB grading designation is as follows:

Grading designation Less thanor equal to

200 000

650 000

2 000 000

4 000 000

6 500 000

13 000 000

40000 000

0|3V |1V| W0 | V|

130 000 000

OO NI |RAW N —

No Limit

has authorised the municipality to obtain a tax clearance from the
South African Revenue Services that the provider’s tax matters are
in order;-and. the tax compliant status be verified on the Central
Supplier Database(CSD;) and

hasqindicated —

whether he or she is in the service of the state, or has been in the
service of the state in the previous twelve months;

if the provider is not a natural person, whether any of its directors,
managers, principal shareholders or stakeholder is in the service of
the state, or has been in the service of the state in the previous
twelve months; or.

whether a 'spouse, child or parent of the provider or of a director,
manager, shareholder or stakeholder referred to in subparagraph
(i) is:in the service of the state, or has been in the service of the
state in the previous twelve months.

Lists of accredited prospective providers
The accounting officer must —

(a)

(b)

utilise the National Central Supplier Database(NCSD) to source
accredited service providers of goods and services that must be
used for procurements through written, verbal quotations, formal
written price quotations and competitive bids; and

invite prospective service providers of goods and services to apply
for evaluation and listing as accredited prospective service
providers for subcontracting purposes; and
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(c) dis-allow the listing of any prospective provider whose name
appears on the National Treasury's database as a person
prohibited from doing business with the public sector.

(d) Suppliers may update their CSD status continuously;

(e) CSD is compiled per commodity and per type of service.

The list must be updated at least quarterly to include any additional
prospective providers and any new commodities or types of services.
Prospective providers must be allowed to submit applications for listing at
any time.

The list must be compiled per commodity and. per type of service.

Utilization of web based national central supplier database. The
transitional period for local government is from 1 April 2016 to 30 June
2016. The CSD will therefore be fully effective for municipalities and
municipal entities from 1 July 2016.]

Petty cash purchases
The conditions for the procurement of goods by means of petty cash
purchases referred to in paragraph 12 (1) (a) of this.Policy, are as follows:

(@)  council determine the terms on which-a manager may delegate
responsibility for petty cash to an official reporting to the manager;
(b)  council determine the maximum number of petty cash
purchases or the maximum amounts per month for each manager;
(c) council determine.any types of expenditure from petty cash
Purchases that are excluded, where this is considered necessary;
and
(d) a monthly reconciliation report from each manager must be
provided to the chief financial officer, including -

(i) the total amount of petty cash purchases for that month;
and
(i1) receipts and appropriate documents for each purchase.

Written or verbal quotations

The conditions for the procurement of goods or services through written or

verbal quotations are as follows:

(a) Quotations must be obtained from at least three different providers
preferably from, but not limited to, providers whose names are
listed on the CSD

(b)  quotations must be approved on a rotation basis;

(d)  to the extent feasible, providers must be requested to submit such
quotations in writing;
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(e) if it is not possible to obtain at least three quotations, the reasons
must be recorded and reported quarterly to the accounting officer
or another official designated by the accounting officer;

(f) the accounting officer must record the names of the potential
providers requested to provide such quotations with their quoted
prices; and

(9) if a quotation was submitted verbally, the order may be placed only
against written confirmation by the selected provider;

(h)  The municipality will investigate and utilize various other options to
advertise bids/quotations viz. community boards, the library, public
buildings, police station, etc. This is to ensure that the municipality
tried to obtain at least three quotations;

(i) In cases where there are only a few suppliers for certain goods
and, vehicle repairs, the municipality will then use these suppliers
on a rotation basis, in order to give everybody a chance. This
practice will only be‘utilized in exceptional cases. As soon as more
suppliers become available, such goods / services will be provided
via the normal S.C.M. quotations.

Formal written price quotations

The conditions for the procurement of goods or services through formal

written price quotations are as follows:

(@)  quotations must be obtained in-writing from at least three different
providers. whose names are listed on the Central Supplier
Database;

(b) if it is not possible to obtain at least three quotations, the reasons
must be recorded and approved by the chief financial officer or an
official designated by the chief financial officer, and

(b) ~ the accounting officer must record the names of the potential
providers and their written quotations.

A designated official referred to in subparagraph (1) (c) must within three
days of the_end of each month report to the chief financial officer on any
approvals given during that month by that official in terms of that
subparagraph.

Procedures for procuring goods or services through written or verbal

quotations and formal written price quotations

The procedure for the procurement of goods or services through written or

verbal quotations or formal written price quotations is as follows:

(@) when using the list of accredited prospective providers the
accounting officer must promote ongoing competition amongst
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providers by inviting providers to submit quotations on a rotation
basis;

all requirements in excess of R30 000 VAT included) that are to be
procured by means of formal written price quotations must, in
addition to the requirements of paragraph 17, be advertised for at
least seven days on the website and an official notice board of the
municipality;

offers received must be evaluated on a comparative basis taking
into account unconditional discounts;

the accounting officer or chief financial officer must on a monthly
basis be notified in writing of all written or verbal quotations and
formal written price quotations accepted by an official acting in
terms of a sub delegation;

offers below R30 000 (VAT included) must be awarded based on
compliance to specifications and conditions of contract, ability and
capability to deliver the goods and services and lowest price;
acceptable offers, which are ‘subject to.the preference points
system (PPPFA and PPR 2017, must be awarded to the bidder
who’s offer is according to specifications, has the ability to deliver
and is compliant with all the other requirements and who scored
the highest points.

Minimum requirements for proper record keeping must be complied
with.

19. Competitive bids

(1) Goods or services above a transaction value of R200 000 (VAT and long
term contracts may only be procured through a competitive bidding
process, subject to paragraph 11(2) of this Policy.

(2) < No requirement for goods-or services above an estimated transaction
value of R200 000 (VAT included), may deliberately be split into parts or
items of lesser value merely for the sake of procuring the goods or
services otherwise than through a competitive bidding process.

(3) The 80/ 20 principle is applicable; 80 points for price and 20 points
for B-BBEE status level verification certificates. The 20 points will be
standard as follows:

B-BBEE Status Level of Number of points [80 /

Contributor

Number of points [90/10]
20]

20 10

18
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3 14 [16] 6 [8]

4 12 5

5 8 4

6 6 3

7 4 2

8 2 1
Non-compliant
Contributor 0 0
4. The points scored for price must be added to the points scored for B-

BBEE status level of contribution to obtain the bidder’s total points scored
out of 100. A bid must not be disqualified from the bidding process if the
bidder does not submit a certificate substantiating.the B-BBEE status level
of contribution or is a non-compliant contributor. Such a bidder will score 0
out of a maximum of 10 or 20 points for B-BBEE status.

The 80/20 point system is applicable from R30 000 up to R 50 million all
taxes included.

The 90/10 point system is applicable to bids invited exceeding R 50 million
all taxes included.

This should not" be interpreted that quotations can be invited for up to R 50
million. The threshold for the invitation of quotations did not change and it is still
at R200 000:

4.

20.

The specification committee will make proposals if functionality points
need to be used and the evaluation committee will approve a variation in
the point system for a specific bid.

For construction procurements the CIDB Act and Regulations are to be
used for quotations/bids.

Process for competitive bidding
The procedures for the following stages of a competitive bidding process
are as follows:

(a) Compilation of bidding documentation as detailed in paragraph 21;
(b) Public invitation of bids as detailed in paragraph 22;

(c)  Site meetings or briefing sessions as detailed in paragraph 22;

(d) Handling of bids submitted in response to public invitation as

detailed in paragraph 23;
(e) Evaluation of bids as detailed in paragraph 28;
(f) Award of contracts as detailed in paragraph 29;
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Administration of contracts

After approval of a bid, the accounting officer and the bidder must
enter into a written agreement.

A person awarded a contract may only enter into a subcontracting
arrangement with the approval of the organ of state.

A person awarded a contract in relation to a designated sector, may
not subcontract in such a manner that the local production and
content of the overall value of the contract is reduced to below the
stipulated minimum threshold.

A person awarded a contract may not submit.more than 25% of the
value of the contract to any other enterprise that does not have an
equal or higher B-BBEE status level of contributor than the person
concerned unless the contract is subcontracted to an EME that has
the capability and ability to execute the subcontract.

SUBCONTRACTING AS CONDITION OF TENDER

(a)

If feasible to subcontract for a contract:above R30 million, an organ
of state must apply subcontracting to advance designated groups.

If an organ of state applies subcontracting as contemplated in
subregulation (1) the organ of state must advertise the tender with
a specific tendering condition that the successful tenderer must
subcontract a minimum of 30% of the value of the contract to-

an EME or QSE which is at least 51% Black Owned;

an EME or QSE which is at least 51% owned black owned by black
youth;

and EME or QSE which is at least 51% Black Women Owned;

an EME or QSE which is at least 51% owned by black people with
disabilities;

an.EME or QSE which is 51% owned by black people living in rural
or underdeveloped areas and / or townships;

a Cooperative which is at least 51% owned by black people;

an EME or QSE which is at least 51% owned by black people who
are military veterans;

The organ of state must make available the list of all suppliers
registered on a database approved by national treasury to provide
the required goods or services in respect of the applicable
designated groups mentioned in sub-regulation (2) from which the
tenderer must select a supplier.

(i) LOCAL PRODUCTION AND CONTENT

(1)
(a)

The Department of Trade and Industry may, in consultation with the
National Treasury -

designate a sector, sub-sector or industry or product in accordance with
national development and industrial policies for local production and
content, where only locally produced services or goods or locally
manufactured goods meet the stipulated minimum threshold for local
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production and content, taking into account economic and other relevant
factors; and

stipulate a minimum threshold for local production and content.

An organ of state must, in the case of a designated sector, advertise the
invitation to tender with a specific condition that only locally produced
goods or locally manufactured goods, meeting the stipulated minimum
threshold for local production and content, will be considered.

The National Treasury must inform organs of state of any designation
made in terms of regulation 8(1) through a circular,

(@) If there is no designated sector, an organ of state may include, as a
specific condition of the tender, that only locally produced services or
goods or locally manufactured goods with a stipulated minimum threshold
for local production and content, will be considered.

(b) The threshold referred to in paragraph (a) must be in accordance with
the standards determined by the Department of Trade and Industry in
consultation with the National Treasury.

(5) A tender that fails to meet the minimum stipulated threshold for local
production and content is an unacceptable tender.
(6) Local Content also applicable when requesting quotations.

(k)  Evaluation of bids that scored equal points
In the event that two or more bids have scored equal total, the
successful bid must be the one that scored the highest points for B-
BBEE. If two or more bids have equal points, including equal
preference points for B-BBEE, the successful bid must be the one
scoring the highest points for functionality, if functionality is part of
the evaluation process. In the event that two or more bids are equal
in all respects, the award must be decided by drawing lots.

() Cancellation and re-invitation of bids
(i) Addition of sub-regulation related to cancellation of tender due to
material Irregularities.
(i) Also'in addition of“a provision that an organ of state may cancel
a tender for the second time, only with the approval of the relevant
treasury.

(k) “Awarding of contracts
A contract must be awarded to the bidder who scored the highest
total number of points in terms of the preference point system.
Points scored must be rounded off to the nearest 2 decimal places.
In exceptional circumstances a contract may, on reasonable and
justifiable grounds be awarded to a bidder that did not score the
highest number of points. The reasons for such a decision must be
approved and recorded for audit purposes and must be defendable
in a court of law.

(1 Sale and letting of assets
The Preferential Procurement Regulations, 2017, are not applicable
to the sale and letting of assets.
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In instances where assets are sold or leased, by means of a
bidding process, the bid must be awarded to the bidder with the
highest price

Proper record keeping.

Original / legal copies of written contracts agreements should be
kept in a secure place for reference purposes.

Bid documentation for competitive bids
The criteria to which bid documentation for a competitive bidding process
must comply, must —

(i)

(i)

(iv)

take into account —

the general conditions of contract and-<any special conditions of

contract, if specified;

any Treasury guidelines on bid documentation; and

the requirements of the Construction Industry Development Board,

in the case of a bid relating to construction, upgrading or

refurbishment of buildings or infrastructure;

include the preference points system to be used’, goals as

contemplated in the Preferential Procurement Regulations and

evaluation and adjudication criteria, including any criteria required

by other applicable legislation;

compel bidders to declare any conflict of interest they may have in

the transaction for which the bid is submitted;

if the value of the transaction is expected to exceed R10 million (all

taxes included), require bidders to furnish—

if the bidder is required by law to prepare annual financial

statements for auditing, their audited annual financial statements —

(aa) forthe past three years; or

(bb) - since their establishment if established during the past three
years;

a certificate signed by the bidder certifying that the bidder has no

undisputed commitments for municipal services towards a

municipality or other service provider in respect of which payment is

overdue for more than 30 days;

particulars of any contracts awarded to the bidder by an organ of

state during the past five years, including particulars of any material

non-compliance or dispute concerning the execution of such

contract;

a statement indicating whether any portion of the goods or services

are expected to be sourced from outside the Republic, and, if so,

what portion and whether any portion of payment from the

municipality or municipal entity is expected to be transferred out of

the Republic; and

stipulate that disputes must be settled by means of mutual

consultation, mediation (with or without legal representation), or,

when unsuccessful, in a South African court of law.
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(f) The Accounting Officer reserves the right to stipulate such a
dispute to be settled utilizing a court of law preferably within the
municipal boundaries or as close as possible to the municipal
boundaries

Public invitation for competitive bids

The procedure for the invitation of competitive bids, is as follows:

(@)  Any invitation to prospective providers to submit bids must be by
means of a public advertisement in newspapers commonly
circulating locally, the website of the municipality or any other
appropriate ways which may include for;

(i) Goods and Services

Advertisement of Bids and the publication of notices in respect of Awards,

Cancelled Bids, Verification and Extension of existing contracts on the e-

Tender Publication Portal and Government Tender Bulletin; and

(i) Works And Infrastructure:

Advertisement of Bids and‘the Publication of notices in respect of
Awards, and cancellation of bids on the CIDB i-Tender.

(c)  the information contained in a public advertisement, must include —

(i) the closure date for the submission of bids, which may not be less
than 30 days in the case of transactions over R10 million (VAT
included), or which are of a long term nature, or 14 days in any
other case; from the date on'which the advertisement is placed in a
newspaper, subject to subparagraph (2) of this policy;

(i) a statement that bids may only be submitted on the bid
documentation provided by the municipality; or the bid document
uploaded on the e-tender portal; and

(i) date; time and venue of any proposed site meetings or briefing
sessions.

The accounting officer may determine a closure date for the submission of
bids which is less than the 30 or 14 days requirement, but only if such
shorter period can be justified on the grounds of urgency or emergency or
any exceptional case where it is impractical or impossible to follow the
official procurement process.

Bids submitted must be sealed.

Where bids are requested in electronic format, such bids must be
supplemented by sealed hard copies;

If a municipality decides to apply pre-qualifying criteria to advance certain
designated groups, that organ of state must advertise the tender with a
specific tendering condition that only one or more of the following tenderers
may respond —

(1) a tenderer having a stipulated minimum B-BBEE status level of
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contributor;

(2) an EME or QSE;

(3) a tenderer or subcontracting a minimum of 30% to —

(i) an EME or QSE which is at least 51% owned by black people,

(i) an EME or QSE which is at least 51% owned black owned by black

people who are youth.

(iii) and EME or QSE which is at least 51% owned by black people who

are women;

(iv) an EME or QSE which is at least 51% owned by black people with

disabilities;

(i)  an EME which is 51% owned by black people"living in rural or
underdeveloped areas or townships;

(iv)  acooperative which is at least 51% owned by black people;

(V) an EME or QSE which is at least owned by black people who are
military veterans;

(vi) and EME or QSE

Procedure for handling, opening and recording of bids

The procedures for the handling, opening and recording of bids, are as

follows:

(a) Bids—

(i) must be opened only in public;

(i) must be opened at the same time and as soon as possible after the
period for.the submission of bids has expired; and

(iiiy  received after the closing time should not be considered and
returned unopened immediately.

(b)  Any bidder or member of the public has the right to request that the
names of the bidders who submitted bids in time must be read out
and, if practical, also each bidder’s total bidding price;

() No information, except the provisions in subparagraph (b), relating
to the bid should be disclosed to bidders or other persons until the
successful bidder is notified of the award; and

d) ~ The accounting officer must —

) record in a register all bids received in time;

i) make the register available for public inspection; and

ii)  publishthe entries in the register and the bid results on the website.

(
(
(
(

Negotiations with preferred bidders

The accounting officer may negotiate the final terms of a contract with

bidders identified through a competitive bidding process as preferred

bidders, provided that such negotiation —

(@)  does not allow any preferred bidder a second or unfair opportunity;

(b) is not to the detriment of any other bidder; and

(c) does not lead to a higher price than the bid as submitted.

(d) upon approval to negotiate, the AO/AA must appoint a cross
functional negotiation team, with one member appointed to be team
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leader.

(e) the negotiation team leader must ensure that all members of the
negotiating team are clear on the negotiation strategy and desired
outcomes.

Minutes of such negotiations must be kept for record purposes.

Two-stage bidding process

A two-stage bidding process is allowed for —

(a)  large complex projects;

(b) projects where it may be undesirable to prepare complete detailed
technical specifications; or

(c) long term projects with a duration period exceeding three years.

In the first stage technical proposals on-conceptual design or performance
specifications should be invited, subject to technical as well as commercial
clarifications and adjustments.

In the second stage final technical proposals and priced bids should be
invited.

Committee system for competitive bids

A committee system for competitive bids is hereby established, consisting
of the following..committees for each procurement or cluster of
procurements as the accounting officer may determine:

(a) a bid specification committee;

(b) a bid evaluation committee; and

(c) a bid adjudication committee;

The accounting officer appoints the members of each committee, taking
into account section 117 of the Act; and

A neutral or independent observer, appointed by the accounting officer,
must attend or oversee a committee when this is appropriate for ensuring
fairness and promoting transparency.

The committee system must be consistent with —
(@) paragraph 27, 28 and 29 of this Policy; and
(b) any other applicable legislation.

The accounting officer may apply the committee system to formal written
price quotations.

Bid specification committees
A bid specification committee must compile the specifications for each
procurement of goods or services by the municipality.
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Specifications —

(a)
(b)

(9)

must be drafted in an unbiased manner to allow all potential
suppliers to offer their goods or services;

must take account of any accepted standards such as those issued
by Standards South Africa, the International Standards
Organisation, or an authority accredited or recognised by the South
African National Accreditation System with which the equipment or
material or workmanship should comply;

must, where possible, be described in terms of performance
required rather than in terms of descriptive characteristics for
design;

may not create trade barriers in contract requirements in the forms
of specifications, plans, drawings, designs, testing and test
methods, packaging, marking or labelling of conformity certification;
may not make reference to any particular trade mark, name, patent,
design, type, specific origin or producer unless there is no other
sufficiently precise or intelligible ~way of describing the
characteristics of the work, in which case such reference must be
accompanied by the word “equivalent”;

must indicate each specific goal for which points may be awarded
in terms of the points system set out in the Preferential
Procurement Regulations 2011; and

must be approved by the accounting officer prior to publication of
the invitation for bids in terms of paragraph 22 of this Policy.

A bid specification committee must be composed of one or more officials of
the municipality “preferably the manager responsible for the function
involved, and-may, when appropriate, include external specialist advisors.

No person, advisor or corporate entity involved with the bid specification
committee, or director of such a corporate entity, may bid for any resulting
contracts.

Bid evaluation committees
A bid evaluation committee must —

(a)
)

)
b)
)

c

(
(
(
(

(d)

evaluate bids in accordance with —

the specifications for a specific procurement; and

the points system set out in terms of paragraph 27(2) (f).

evaluate each bidder’s ability to execute the contract;

check in respect of the recommended bidder whether municipal
rates and taxes and municipal service charges are not in arrears,
and;

submit to the adjudication committee a report and
recommendations regarding the award of the bid or any other
related matter.
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A bid evaluation committee must as far as possible be composed of-

(@) officials from departments requiring the goods or services; and

(b) at least one supply chain management practitioner of the
municipality.

Bid adjudication committees

A bid adjudication committee must —

(a) consider the report and recommendations of the bid evaluation
committee; and

(b) either —

(i) depending on its delegations, make a final award or a
recommendation to the accounting officer to make the final award;
or

(i) make another recommendation to the accounting officer how to
proceed with the relevant procurement.

A bid adjudication committee must consist of at least three senior

managers of the municipality which must include —

(a) the chief financial ‘officer or, if the chief financial officer is not
available, another manager in the budget .and treasury office
reporting directly to the chief financial officer and designated by the
chief financial officer; and

(b) at least one senior supply chain management practitioner who is an
official of the municipality; and

(c) a technical expert in the relevant field who is an official, and who
requested the goods/services must be co-opted. Outside technical
experts can also be co-opted, they must leave the meeting after
advice has been given. Only standing committee members can be
involved . in final deliberation and recommendations or final
approval.

(d) Where the Bid Adjudication Committee is of the view that the
tenderer is charging prices higher than the fair market price, the Bid
Adjudication Committee may request for the AO/AA to subject the
tender to_price negotiations with the tenderers scoring the highest
points (from first highest to third highest) before award is made.

The accounting officer must appoint the chairperson of the committee. If
the chairperson is absent from a meeting, the members of the committee
who are present must elect one of them to preside at the meeting.

Neither a member of a bid evaluation committee, nor an advisor or person
assisting the evaluation committee, may be a member of a bid adjudication
committee.

(@) If the bid adjudication committee decides to award a bid other than
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the one recommended by the bid evaluation committee, the bid
adjudication committee must prior to awarding the bid —

(i) check in respect of the preferred bidder whether that bidder’s
municipal rates and taxes and municipal service charges are not in
arrears, and;

(i) notify the accounting officer.

(b)  The accounting officer may —

(i) after due consideration of the reasons for the deviation, ratify or
reject the decision of the bid adjudication committee referred to in
paragraph (a); and

(i)  if the decision of the bid adjudication committee" is rejected, refer
the decision of the adjudication committee back to that committee
for reconsideration.

The accounting officer may at any stage of-a bidding process, refer any
recommendation made by the evaluation committee or the adjudication
committee back to that committee for . reconsideration of the
recommendation.

The accounting officer must.comply with section 114 of the Act within 10
working days

For the purposes of continuity and not to delay meetings the Accounting
Officer may also appoint any official to temporarily replace members that
are absent from meetings due to illness, leave, etc. The Accounting
Officer may also decide whether or not.such an official will have the same
powers as committee members

Procurement of banking services

A contract for banking services —

(@). must be procured through competitive bids;

(b) must be consistent with section 7 or 85 of the Act; and
(c) may not be for a period of more than five years at a time.

The process for procuring a contract for banking services must commence
at least nine months before the end of an existing contract.

The closure date for the submission of bids may not be less than 60

days from the date on which the advertisement is placed in a newspaper
in terms of paragraph 22(1). Bids must be restricted to banks registered in
terms of the Banks Act, 1990 (Act No. 94 of 1990).

Procurement of IT related goods or services

The accounting officer may request the State Information Technology
Agency (SITA) to assist with the acquisition of IT related goods or services
through a competitive bidding process.
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Both parties must enter into a written agreement to regulate the services
rendered by, and the payments to be made to, SITA.

The accounting officer must notify SITA together with a motivation of the

IT needs if —

(@) the transaction value of IT related goods or services required in any
financial year will exceed R50 million (all taxes included); or

(b) the transaction value of a contract to be procured whether for one
or more years exceeds R50 million (all taxes included).

If a SITA comment on the submission and the municipality disagrees with
such comments, the comments and the reasons for rejecting or not
following such comments must be submitted to the council, the National
Treasury, the relevant provincial treasury and.the Auditor General.

Procurement of goods and services under contracts secured by

other organs of state

The accounting officer may procure goods or services under a contract

secured by another organ of state, but only if —

(@)  the contract has been secured by that other organ of state by
means of a competitive bidding process applicable to that organ of
state;

(b)  there is no.reason to believe that such contract was not validly
procured;

(c) there are demonstrable discounts or benefits to do so; and

(d)  that other organ of state and the provider have consented to such
procurement in writing:

Subparagraphs (1) (c) and (d) do not apply if —

(@) a municipal entity procures goods or services through a contract
secured by its parent municipality; or

(b) a municipality procures goods or services through a contract
secured by a municipal entity of which it is the parent municipality.

Procurement of goods necessitating special safety arrangements
The acquisition and storage of goods in bulk (other than water), which
necessitate special safety arrangements, including gasses and fuel,
should be avoided where ever possible.

Where the storage of goods in bulk is justified, such justification must be
based on sound reasons, including the total cost of ownership, cost
advantages and environmental impact and must be approved by the
accounting officer.

Proudly SA Campaign
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The municipality supports the Proudly SA Campaign to the extent that, all
things being equal, preference is given to procuring local goods and
services from:

e Firstly — suppliers and businesses within the municipality or district;

e Secondly — suppliers and businesses within the relevant province;

e Thirdly — suppliers and businesses within the Repubilic.

Appointment of consultants

The accounting officer may procure consulting services provided that any
Treasury guidelines in respect of consulting services are taken into
account when such procurements are made.

Consultancy services must be procured through competitive bids if
(@)  the value of the contract exceeds R200 000 (VAT included); or
(b)  the duration period of the contract exceeds one year.

In addition to any requirements prescribed by this policy for competitive

bids, bidders must furnish particulars of —

(@)  all consultancy services provided to an organ of state in the last five
years; and

(b)  any similar consultancy services provided to an organ of state in
the last five years.

The accounting-officer must ensure that copyright in any document
produced, and the patent rights or ownership in any plant, machinery,
thing, system or process designed or devised, by a consultant in the
course of the consultancy service is vested in the municipality.

Deviation from, and ratification of minor breaches of, procurement

processes

The accounting officer may —

(a) . dispense with the official procurement processes established by
this Policy ‘and to procure any required goods or services through
any conyenient process, which may include direct negotiations,
but only-

(i) in an emergency;

(i) if such goods or services are produced or available from a single
provider only;

(iii)  for the acquisition of special works of art or historical objects where
specifications are difficult to compile;

(iv)  acquisition of animals for zoos and/or nature and game reserves; or

(V) in any other exceptional case where it is impractical or impossible
to follow the official procurement processes; and

(b) ratify any minor breaches of the procurement processes by an
official or committee acting in terms of delegated powers or duties
which are purely of a technical nature.
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The accounting officer must record the reasons for any deviations in terms
of subparagraphs (1) (a) and (b) of this policy and report them to the next
meeting of the council and include as a note to the annual financial
statements.

Subparagraph (2) does not apply to the procurement of goods and
services contemplated in paragraph 11(2) of this policy.

Management of expansion or variation of orders against the original
contract

Contracts may be expanded or varied by.not more than 20% for
construction related goods, services and /or infrastructure. projects and
15% for all other goods and/or services of the original value of the
contract. Furthermore, anything beyond the above mentioned thresholds
must be reported to council. Any expansion or variation in excess of these
thresholds must be dealt with in terms of the provisions of Section 116 (3)
of the MFMA which will be regarded as an amendment of the contract.

The contents of this paragraph are not applicable to transversal contracts,
facilitated by the relevant treasuries on behalf of municipalities and
specific term-contracts. The latter refers to orders placed as and when
commodities are required and at the time of awarding contracts, the
required quantities were unknown.

Unsolicited bids
In accordance with section 113 of the Act there is no obligation to consider
unsolicited bids received outside a normal bidding process.

The accounting officer may decide in terms of section 113(2) of the Act to

consider an unsolicited bid, only if —

(@)  the product or service offered in terms of the bid is a demonstrably
or proven unique innovative concept;

(b)  the product or service will be exceptionally beneficial to, or have
exceptional cost advantages;

(c) the person who made the bid is the sole provider of the product or
service; and

(d)  the reasons for not going through the normal bidding processes are
found to be sound by the accounting officer.

If the accounting officer decides to consider an unsolicited bid that
complies with subparagraph (2) of this policy, the decision must be made
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public in accordance with section 21A of the Municipal Systems Act,

together with —

(a) reasons as to why the bid should not be open to other competitors;

(b) an explanation of the potential benefits if the unsolicited bid were
accepted; and

(c) an invitation to the public or other potential suppliers to submit their
comments within 30 days of the notice.

The accounting officer must submit all written comments received pursuant
to subparagraph (3), including any responses from the unsolicited bidder,
to the National Treasury and the relevant provincial treasury for comment.

The adjudication committee must consider the unsolicited bid and may
award the bid or make a recommendation to the accounting officer,
depending on its delegations.

A meeting of the adjudication committee to consider an unsolicited bid
must be open to the public.

When considering the matter, the adjudication. committee must take into
account —
(@) any comments submitted by the public; and
(b) any written comments and recommendations of the National
Treasury or the relevant provincial treasury.

If any recommendations of the National Treasury or provincial treasury are
rejected or not followed, the accounting officer must submit to the Auditor
General, the relevant provincial treasury and the National Treasury the
reasons for rejecting or not following those recommendations.

Such submission must be made within seven days after the decision on
the award of the unsolicited bid is taken, but no contract committing the
municipality to the bid may be entered into or signed within 30 days of the
submission.

Combating of abuse of supply chain management system

The accounting officer must—

(a) take all reasonable steps to prevent abuse of the supply chain
management system;

(b) investigate any allegations against an official or other role player of
fraud, corruption, favouritism, unfair or irregular practices or failure
to comply with this Policy, and when justified —

(i) take appropriate steps against such official or other role player; or

(i) report any alleged criminal conduct to the South African Police
Service;
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(c)  check the National Treasury’s database prior to awarding any
contract to ensure that no recommended bidder, or any of its
directors, is listed as a person prohibited from doing business with
the public sector;

(d) reject any bid from a bidder—

(i) if any municipal rates and taxes or municipal service charges owed
by that bidder or any of its directors to the municipality, or to any
other municipality or municipal entity, are in arrears for more than
three months; or

(i) who during the last five years has failed to perform satisfactorily on
a previous contract with the municipality or-any other organ of state
after written notice was given to that bidder that performance was
unsatisfactory;

(e) reject a recommendation for the award of a contract if the
recommended bidder, or any of its.directors, has committed a
corrupt or fraudulent act in competing for the particular contract;

(f) cancel a contract awarded to a person if —

(i) the person committed any corrupt or fraudulent act during the
bidding process or the execution of the contract; or

(i) an official or other role player committed any corrupt or fraudulent
act during the bidding process or the execution of the contract that
benefited that person; and

()  reject the bid of any bidder if that bidder or'any of its directors —

(i) has abused. the supply chain management system of the
municipality or has committed any improper conduct in relation to
such system;

(i) has been convicted for fraud ‘or corruption during the past five
years;

(iii)~ has wilfully ‘neglected, reneged on or failed to comply with any
government, municipal or other public sector contract during the
past five years; or

(iv) .. has been listed in the Register for Tender Defaulters in terms of
section 29 of the Prevention and Combating of Corrupt Activities
Act (No 12 of 2004).

The accounting officer must inform the National Treasury and relevant
provincial treasury in writing of any actions taken in terms of
subparagraphs (1)(b)(ii), (e) or (f) of this policy.

The accounting officer [who may delegate the task to the [CFO] must, as
part of complying with section 62 of the MFMA set up and maintain a
register of Unauthorised, Irregular, Fruitless and Wasteful Expenditures.
The aim with the register is also to serve as a tool for recording all
unauthorised, irregular, fruitless and wasteful expenditures and for
tracking progress in dealing with the consequences flowing from such
expenditures until all the issues that gave rise to the expenditures are
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properly resolved in accordance with the legal framework. Please also
consult National Treasury MFMA Circular 68 dated 10 May 2013 in this
regard.

REMEDIES

The regulation has been enhanced to include sub-regulations related to:

(i)  Giving tenderer an opportunity to make a submission;

(i)  Informing the relevant treasury in writing of any actions taken
against the tenderer;

(i)  The responsibilities of the treasury after receiving. documents from
the organ of state concerned.

Part 3: Logistics, Disposal, Risk and Performance Management

Logistics management

The accounting officer must establish and implement an effective system

of logistics management, which must include -

(@)  the monitoring of spending patterns on types or classes of goods
and services incorporating, where practical, the coding of items to
ensure that each item has a unique number;

(b)  the setting of inventory levels that includes minimum and maximum
levels and lead times wherever goods are placed in stock;

(c)  the placing of manual or electronic orders for all acquisitions other
than those from petty cash;

(d)  before payment is approved , certification by the responsible
officer that the goods and services are received or rendered on
time and is.in accordance with the order, the general conditions of
contract and specifications where applicable and that the price
charged is as quoted in terms of a contract;

(e) appropriate standards of internal control and warehouse
management to ensure that goods placed in stores are secure and
only used for the purpose for which they were purchased;

(f) regular checking to ensure that all assets including official vehicles
are properly managed, appropriately maintained and only used for
official purposes; and

(g)  monitoring and review of the supply vendor performance to ensure
compliance with specifications and contract conditions for particular
goods or services.

Disposal management

The criteria for the disposal or letting of assets, including unserviceable,

redundant or obsolete assets, subject to sections 14 and 90 of the Act, are

as follows:

Assets may be disposed of by one of—

(a) (i) transferring the asset to another organ of state in terms of a
provision of the Act enabling the transfer of assets;
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(i) transferring the asset to another organ of state at market
related value or, when appropriate, free of charge;

(i)  selling the asset; or

(iv)  destroying the asset.

The accounting officer must ensure that —

(i) immovable property is sold only at market related prices
except when the public interest or the plight of the poor
demands otherwise;

(i) movable assets are sold either by way of written price
quotations, a competitive bidding process, auction or at
market related prices, whichever is the most advantageous;

(i) in the case of free disposal .of computer equipment, the
provincial department of education must first be approached
to indicate within 30 days whether any of the local schools
are interested in the equipment; and

(iv)  in the case of disposal of firearms, [are not sold or donated

to any person or institution within or outside the Republic unless

approved by] the National Conventional Arms Control Committee
has approved any sale or donation of firearms to any person or
institution within or outside the Republic;

immovable property is let at market related rates except when the
public interest or the plight of the poor demands otherwise;

all fees, charges, rates, tariffs, scales of fees or other charges
relating to the letting of immavable property are annually reviewed;
where assets are traded in for other assets, the highest possible
trade-in price is negotiated

Risk management

The criteria for the identification, consideration and avoidance of potential
risks in the supply chain'management system, are contained in the Risk
Management Policy of the municipality.

Risk management must include —

(a)
(b)

the identification of risks on a case-by-case basis;

the allocation of risks to the party best suited to manage such risks;
acceptance of the cost of the risk where the cost of transferring the
risk is greater than that of retaining it;

the management of risks in a pro-active manner and the provision
of adequate cover for residual risks; and

the assignment of relative risks to the contracting parties through
clear and unambiguous contract documentation.

Performance management
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The accounting officer must establish and implement an internal
monitoring system in order to determine, on the basis of a retrospective
analysis, whether the authorised supply chain management processes
were followed and whether the objectives of this Policy were achieved.

Part 4: Other matters

Prohibition on awards to persons whose tax matters are not in order
No award above R15 000.00 may be made in terms of this Policy to a
person whose tax matters have not been declared by the South African
Revenue Service to be in order.

Before making an award to a person the accounting officer must first
check with SARS whether that person’s tax matters are in order.

If SARS does not respond within 7 days such person’s tax matters may for
purposes of subparagraph (1) be presumed to be in order.

Prohibition on awards to persons in the service of the state
Irrespective of the procurement process followed, no award may be made
to a person in terms of this Policy —

(@)  whois in the service of the state;

(b) if that person is not a natural person, of which any director,
manager, principal shareholder or stakeholder is a person in the
service of the state; or

(c) a person who is an advisor or consultant contracted with the
municipality.

Awards to close family members of persons in the service of the
state

The accounting officer must ensure that the notes to the annual financial
statements disclose particulars of any award of more than R2000 (VAT
included) to a person who is a spouse, child or parent of a person in the
service of the state, or has been in the service of the state in the previous
twelve months, including —

(@)  the name of that person;

(b)  the capacity in which that person is in the service of the state; and
(c) the amount of the award.

Ethical standards

A code of ethical standards as set out in subparagraph (2) is hereby

established for officials and other role players in the supply chain

management system of the municipality in order to promote —

(a) mutual trust and respect; and

(b) an environment where business can be conducted with integrity
and in a fair and reasonable manner.



41

Note:

It is recommended that the municipality or municipal entity adopt the
‘National Treasury’s code of conduct for supply chain management
practitioners and other role players involved in supply chain management’.
When adopted, such code of conduct becomes binding on all officials and
other role players involved in the implementation of the supply chain
management policy of the municipality or municipal entity. A copy of the
National Treasury code of conduct is available on the website
www.treasury.gov.za/mfma located under ‘legislation”.  This code of
conduct must be adopted by council or board of directors to become
binding.

An official or other role player involved in the implementation of this Policy-

(a) must treat all providers and potential providers equitably;

(b)  may not use his or.her position for private gain or to improperly
benefit another person;

(c) may not accept any reward, gift, favour, hospitality or other benefit
directly or indirectly, including to any close family member, partner
or associate of that person, of a value more than R350.00;

(d) notwithstanding. subparagraph (2). (c), must declare to the
accounting officer details of any reward, qift, favour, hospitality or
other benefit promised, offered.or granted to that person or to any
close family member, partner or associate of that person;

(e) must_declare to the accounting officer details of any private or
business interest which that person, or any close family member,
partner or associate,may have in any proposed procurement or
disposal process of, or in any award of a contract by, the
municipality;

(f) must immediately withdraw from participating in any manner
whatsoever in a procurement or disposal process or in the award of
a contract in which that person, or any close family member,
partner or associate, has any private or business interest;

() must be scrupulous in his or her use of property belonging to
municipality;

(h)  must assist the accounting officer in combating fraud, corruption,
favouritism and unfair and irregular practices in the supply chain
management system; and

(i) must report to the accounting officer any alleged irregular conduct
in the supply chain management system which that person may
become aware of, including —

(i) any alleged fraud, corruption, favouritism or unfair conduct;

(i) any alleged contravention of paragraph 47(1) of this Policy; or
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(iii)  any alleged breach of this code of ethical standards.

(3) Declarations in terms of subparagraphs (2) (d) and (e) -

(a) must be recorded in a register which the accounting officer must
keep for this purpose;

(b) by the accounting officer must be made to the mayor of the
municipality who must ensure that such declarations are recorded
in the regqister.

The National Treasury’s code of conduct must also be taken into account
by supply chain management practitioners and other role players involved
in supply chain management.

A breach of the code of ethics must be dealt with as follows -

(@) in the case of an employee, in terms of the disciplinary procedures
of the municipality envisaged in section 67(1)(h) of the Municipal
Systems Act;

(b)  inthe case a role player who is not an employee, through other
appropriate means in recognition of the severity of the breach.

(c) In all cases, financial misconduct must be dealt with in terms of

(d)  chapter 15 of the Act.

Inducements, rewards, gifts and favours to ‘municipalities, officials

and other role players

No person who is a provider or prospective‘provider of goods or services,

or a recipient or prospective recipient of goods disposed or to be disposed

of may either directly or through a representative or intermediary promise,

offer or grant —

(a) any inducement or reward to the municipality for or in connection
with the award of a contract; or

(b) any reward, gift, favour or hospitality to —

(1) any official; or

(i) any other role player involved in the implementation of this Policy.

The accounting officer must promptly report any alleged contravention of
subparagraph (1) to the National Treasury for considering whether the
offending person, and any representative or intermediary through which
such person is alleged to have acted, should be listed in the National
Treasury’s database of persons prohibited from doing business with the
public sector.

Subparagraph (1) does not apply to gifts less than R350.00 in value.
Sponsorships

The accounting officer must promptly disclose to the National Treasury
and the relevant provincial treasury any sponsorship promised, offered or
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granted, whether directly or through a representative or intermediary, by

any person who is —

(a) a provider or prospective provider of goods or services; or

(b) a recipient or prospective recipient of goods disposed or to be
disposed.

Objections and complaints

Persons aggrieved by decisions or actions taken in the implementation of
this supply chain management system, may lodge within 14 days of the
decision or action, a written objection or complaint against the decision or
action.

Resolution of disputes, objections, complaints and queries

The accounting officer must within 14 days from receipt of an written

complain detailing the bid or quotation. number, the part of the

municipality’s policy, regulation or Act that has been violated, the details of

the violation, the department or region involved and relief sought, appoint

an independent and impartial person who was not involved in the

transaction in question, within or from outside the municipality:

(a) to investigate and propose dispute resolution;

(b)  to assist in the resolution of disputes between.the municipality and
other persons or service providers regarding -

(i) any decisions or actions taken in the implementation of the supply
chain management system;.or

(ii) any matter arising from a contract awarded in the course of the
supply chain management system; or

(c)  to deal with objections, complaints or queries regarding any such
decisions or actions or.any matters arising from such contract.

The accounting. officer, or another official designated by the accounting
officer, is responsible for assisting the appointed person to perform his or
her functions effectively.

The person appointed must —

(a) strive to resolve promptly all disputes, objections, complaints or
queries received; and

(b) submit monthly reports to the accounting officer on all disputes,
objections, complaints or queries received, attended to or resolved.

A dispute, objection, complaint or query may be referred to the

relevant provincial treasury if —

(@)  the dispute, objection, complaint or query is not resolved within 60
days; or

(b) no response is forthcoming within 60 days.
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The municipality may appoint an ombudsman on an ‘as and when’
required basis to investigate complaints submitted. The duties and
functions of such a person will be contained in the Terms of Appointment.

Disputes relating to running contracts or completed contracts will be
resolved strictly according to the disputes resolution mechanism provided
for in the contract document.

If the provincial treasury does not or cannot resolve the matter, the
dispute, objection, complaint or query may be referred to the National
Treasury for resolution.

This paragraph must not be read as affecting a person’s rights to
approach a court at any time.

51. Contracts providing for compensation based on turnover
If a service provider acts on behalf‘of a municipality to provide any service
or act as a collector of fees, service charges or taxes and the
compensation payable to the service provider is fixed as an agreed
percentage of turnover for the service or the amount collected, the
contract between the service provider and the municipality must stipulate-
(@)  acap onthe compensation payable to the service provider; and
(@)  that such compensation must be performance based.

52. Commencement

This Policy takes effect on day a resolution has been passed by Council.

CIRCULARS AND GUIDELINES

EFFECTIVE DESCRIPTION CIRCULAR
YEAR NO
2017-18:

18 July 2016 E-Tender Portal 83
Updated Cost Containment Measures 82
November 2016

18 March 2016 Central Supplier Database 81

26 Oct 2015 Model SCM Policy for infrastructure 77
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Procurement and Delivery Management

13 May 2014 Systems of Delegations 73

22 May 2013 SCM on Local Production and Content 69

10 May 2013 Unauthorised, Irregular, Fruitless and 68
Wasteful Expenditure

20 Aug 2012 SCM Enhancing Compliance and Accountability 62

03 Sep 2010 Supply Chain Management —. Amended 53
Guidelines on Functionality for Evaluation of
Bids

30 July 2010 Supply Chain Management - Prohibition of 52
Restrictive Practices

17 March 2008 Supply Chain Management - Checking the 46
prohibition status of recommended bidders

25 May 2007 Suppy Chain Management - Restriction of 43
Suppliers

20 Oct 2006 Supply Chain' Management Implementation 40
Checklist

28 June 2006 Supply Chain Management Issues 34

27 March 2006 Supply Chain Management Issues 33

31 Jan 2006 Supply Chain Management Issues 29

03/Oct 2005 Supply Chain Management Guide and Bid 25
Documents

20 April 2005 Supply Chain Management Training 16

25 Aug 2005 Model Policy Supply Chain Management 22

GUIDELINES

1. | Supply Chain Management: A Guide for Accounting Officers of Municipalities and
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UMSOBOMVU MUNICIPALITY

CODE OF CONDUCT FOR SUPPLY CHAIN MANAGEMENT
PRACTITIONERS AND OTHER ROLE PLAYERS

Preamble

In accordance with regulation 46(4) and 46(5) of the Local Government Municipal
Finance Management Act, 2003: Municipal Supply Chain Management
Regulations, the supply chain management policy of a municipality or municipal
entity is required take into account the National Treasury’s code of conduct for
supply chain management practitioners and other role players. The municipality
has adopted the National Treasury code of conduct. When adopted, such code of
conduct becomes binding on all officials and other role.players involved in the
implementation of the supply chain management policy of the municipality.

Purpose

The purpose of this Code of Conduct'is to promote mutual trust and respect and
an environment where business can be conducted with integrity and in a fair and
reasonable manner.

General Principles

The Umsobomvu municipality commits itself to a policy of fair dealing and
integrity in the conducting of its business. Officials and other role players involved
in supply chain management (SCM) are in a position of trust, implying a duty to
act in the public interest. Officials and other role players should not perform their
duties to unlawfully gain any form of compensation, payment or gratuities from
any person, or provider/contractor for themselves, their family or their friends.

Officials and other role players involved in SCM should ensure that they perform
their duties efficiently, effectively and with integrity, in accordance with the
relevant legislation, policies and guidelines. They should ensure that public
resources are administered responsibly.

Officials and other role players involved in SCM should be fair and impartial in
the performance of their functions. They should at no time afford any undue
preferential treatment to any group or individual or unfairly discriminate against
any group or individual. They should not abuse the power and authority vested in
them.
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Officials and other role players involved in SCM should comply with the Code of
Conduct for municipal employees as contained in the Local Government
Municipal Systems Act, 2000 (Act 32 of 2000)

Conflict of interest

An official or other role player involved with supply chain management —

(a) must treat all providers and potential providers equitably;

(b) may not use his or her position for private gain orto improperly benefit
another person;

(c) may not accept any reward, gift, favour, hospitality or other benefit directly
or indirectly, including to any close family member, partner or associate of
that person, of a value more than R350.00;

(d) must declare to the accounting officer details of any reward, gift, favour,
hospitality or other benefit promised, offered or granted to that person or
to any close family member, partner or associate of that person;

(e)  must declare to the accounting officer details of-any private or business
interest which that person, or any close family member, partner or
associate, may have in any proposed procurement or disposal process, or
in any award of a contract by the Umsobomvu municipality;

(f) must immediately withdraw from participating in any manner whatsoever
in a procurement or disposal process.or in the award of a contract in which
that person, or any close family member, partner or associate, has any
private or business interest;

() must declare any business, commercial and financial interests or activities
undertaken for financial gain that may raise a possible conflict of interest;

(h)  should not place him/herself under any financial or other obligation to
outside individuals or organizations that might seek to influence them in
the performance of their official duties; and

(i) should not take improper advantage of their previous office after leaving
their official position.

Accountability

Practitioners are accountable for their decisions and actions to the public.
Practitioners should use public property scrupulously.

Only accounting officers or their delegates have the authority to commit the
Umsobomvu municipality to any transaction for the procurement of goods and /
or services.

All transactions conducted by a practitioner should be recorded and accounted
for in an appropriate accounting system. Practitioners should not make any false
or misleading entries into such a system for any reason whatsoever.
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Practitioners must assist the accounting officer in combating fraud, corruption,
favouritism and unfair and irregular practices in the supply chain management
system.

Practitioners must report to the accounting officer any alleged irregular conduct in
the supply chain management system which that person may become aware of,
including

(i) any alleged fraud, corruption, favouritism or unfair conduct;

(i) any alleged contravention of the policy on inducements, rewards, gifts and
favours to municipalities or municipal entities, officials or other role
players; and

(iii)  any alleged breach of this code of conduct.

Any declarations made must be recorded in"a register which the accounting
officer must keep for this purpose. Any declarations made by the accounting
officer must be made to the mayor who must ensure that such declaration is
recorded in the register.

Openness

Practitioners should be as open as possible about all the decisions and actions
that they take. They should give reasons for. their decisions and restrict
information only if it is in.the public interest to do so.

Confidentiality

Any information that is the property of the Umsobomvu municipality or its
providers_should be protected at all times. No information regarding any bid /
contract / bidder / contractor may be revealed if such an action will infringe on the
relevant bidder’s / contractor’s personal rights.

Matters of confidential nature in the possession of officials and other role players
involved in Supply Chain Management should be kept confidential unless
legislation, the performance of duty or the provisions of law requires otherwise.
Such restrictions also apply to officials and other role players involved in SCM
after separation from service.

Bid Specification / Evaluation / Adjudication Committees

Bid specification, evaluation and adjudication committees should implement
supply chain management on behalf of the Umsobomvu municipality in an
honest, fair, impatrtial, transparent, cost-effective and accountable manner.
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Bid evaluation / adjudication committees should be familiar with and adhere to
the prescribed legislation, directives and procedures in respect of supply chain
management in order to perform effectively and efficiently.

The entire members of bid adjudication committees should be cleared by the
accounting officer at the level of "CONFIDENTIAL" and should be required to
declare their financial interest annually.

No person should-

e interfere with the supply chain management system of the Umsobomvu
municipality; or

e amend or tamper with any price quotation/ bid after its submission.

Combative Practices

Combative practices are unethical and illegal and should be avoided at all cost.
They include but are not limited to:

i) Suggestions to fictitious lower quotations;
ii Reference to non-existent competition;
Exploiting errors in price quotations / bids;

Soliciting price quotations / bids from bidders / contractors whose names

iii
iv
appear on the Register for Tender Defaulters.

PPy

)
iv)

Condition of Service

This Code of Conduct is deemed as a Condition of Service and any breaches
may result in disciplinary measures to be instituted against the Employee.
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UMSOBOMVU LOCAL MUNICIPALITY
PRINCIPLES AND POLICY ON TARIFFS AND FREE BASIC SERVICES

INTRODUCTION AND LEGISLATIVE REQUIREMENTS

In terms of section 62 (1) of the Local Government: Municipal Finance Management Act
(MFMA), Act no 56 of 2003, the Accounting Officer of a municipality is responsible for
managing the financial administration of the municipality, and must for this purpose take all
reasonable steps to ensure that, inter alia, the municipality has and implements a tariff policy
referred to in section 74 of the Local Government: Municipal Systems Act (MSA), Act no 32 of
2000 as amended.

In terms of section 74 of the Municipal Systems Act the municipal council hereby adopts a
tariff policy on the levying of fees for municipal services provided by the municipality itself or
by way of service delivery agreements.

This policy has been compiled in accordance with:-

The Constitution of the Republic of South Africa, Act no 108 of 1996 as amended;
Local Government: Municipal Systems Act (MSA), Act no 32 of 2000 as amended;
Local Government: Municipal Finance. Management Act (MEMA), Act no 56 of 2003;
Local Government: Municipal Property Rates Act. (MPRA), Act no 6 of 2004;
Umsobomvu Municipality Property Rates Policy as reviewed annually.

DEFINITIONS AND ABBREVIATIONS

"Account” means an account rendered specifying charges for municipal services provided by
the municipality, or any authorised and contracted service provider, and which account may
include-assessment rates levies.

“Accounting officer” means the municipal manager appointed in terms of Section 60 of the
Municipal Finance Management Act.

“Annual budget” shall'mean the budget approved by the municipal council for any particular
financial year, and shall include any adjustments to such budget.

"Arrangement"” means a written agreement entered into between the municipality and the
customer where specific repayment parameters are agreed to. Such arrangement does not
constitute a credit facility envisaged in terms of section 8(3) of the National Credit Act but is
deemed to be Incidental Credit as envisaged in terms of section 4(6)(b) read with section 5(2)
and (3) of the National Credit Act.

“Basic municipal services” shall mean a municipal service necessary to ensure an
acceptable and reasonable quality of life, which service — if not provided — would endanger
public health or safety or the environment.

“Business and commercial property” means -
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(a) property used for the activity of buying, selling or trading in commodities or services and
includes any office or other accommodation on the same property, the use of which is
incidental to such activity; or

(b) property on which the administration of the business of private or public entities take place;

“By-law” shall mean legislation passed by the council of the municipality, and which shall be
binding on the municipality and on the persons and institutions to which it applies.

“Category” —

(a) inrelation to a property, means a category of properties determined in terms of section 8(2)
of the Act;

(b) in relation to the owners of property, means a category. of owners determined in terms of
section 15(2) of the Act;

“Chief financial officer” means a person designated in‘terms of section 80 (2) (a) of the
Municipal Finance Management Act.

“Consumer price index” shall mean the CPIX as determined and gazetted from time to time
by the Statistican General.

“Councillor” shall mean a member of the Council of the municipality.

“Domestic customer or user” of municipal services shall'mean the person or household
which municipal services are rendered in respect of “residential property” as defined below.

"Electricity charges" means service charges'in respect of the provision of electricity.

“Farm property or small holdings used for agricultural purpose” — means property that is
used for the cultivation of soils for purposes of planting and gathering in of crops; forestry in the
context of the planting or growing of trees in a managed and structured fashion; the rearing of
livestock and game or the propagation-and harvesting of fish, but excludes the use of a property
for the purpose of eco-tourism; and in the respect of property on which game is reared, trade or
hunted, it excludes any portion that is used for commercial or business purposes.

“Farm property not used for any purpose” means agricultural property which is not used for
such purpose, regardless of whether such portion of such property has a dwelling on it which is
used as a dwelling and must be regarded as residential property.

“Financial year” shall mean the period starting from 1 July in any year and ending on 30 June
of the following year.

"Indigent customer™ means the head of an indigent household:-

(a) who applied for and has been declared indigent in terms of Council's Indigent Support
Policy for the provision of services from the municipality; and

who makes application for indigent support in terms of Council's Indigent Support Policy on
behalf of all members of his or her household;
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"Indigent Support Programme” means a structured program for the provision of indigent
support subsidies to qualifying indigent customers in terms of the Council's Indigent Support
Policy.

"Indigent Support Policy" means the Indigent Support Policy adopted by the Council of the
municipality.

“Integrated development plan” shall mean a plan formulated and approved as envisaged in
Section 25 of the Municipal Systems Act 2000, as amended.

“Industrial property” — means property used for a branch of .trade or manufacturing,
production, assembly or processing of finished or partially finished products from raw materials
or fabricated parts on such a large scale that capital and labour are significantly involved, and
includes any office or other accommodation on the same property, the use of which is incidental
to such activity;

“Local community” or “community”, in relationto the municipality, shall mean that body of
persons comprising the residents of the municipality, the .ratepayers of the municipality, any
civic organisations and non-governmental, sprivate sector or. labour organisations or bodies
involved in local affairs within the municipality, and visitors and other people residing outside the
municipality who, because of their presence in the municipality, make use of services or
facilities provided by the municipality:

“Month” means one of twelve months of a calendar year.

“Municipality” or “municipal area” shall, where appropriate, mean the geographic area,
determined in terms of the Local Government: Municipal Demarcation Act No. 27 of 1998 as the
municipal area pertaining to the municipality.

“the municipality” means Umsobomvu Local Municipality.

“Municipal council” or “council” shall mean the municipal council of Umsobomvu Local
Municipality as referred to in Section 157(1) of the Constitution.

“Municipal manager” shall mean the person appointed in terms of Section 82 of the Municipal
Structures Act, 1998.

“Multiple purposes” in relation to a property, shall mean the use of a property for more than
one purpose.

“Municipal service” has the meaning assigned to it in terms of Section 1 of the Municipal
Systems Act.

“Municipal tariff” shall mean a tariff for services which the municipality may set for the
provision of a service to the local community, and may include a surcharge on such service.
Tariffs for major services shall mean tariffs set for the supply and consumption or usage of
electricity, water, sewerage and refuse removal, and minor tariffs shall mean al other tariffs,
charges, fees, rentals or fines levied or imposed by the municipality in respect of other services
supplied including services incidental to the provision of the major services.

"Occupier” means any person who occupies, controls or resides on any premises, or any part
of any premises without regard to the title under which he or she so occupies it.
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"Owner" in relation to immovable property means -
(a) the person in whom is vested the legal title thereto provided that:-

(i) the lessee of immovable property which is leased for a period of not less than thirty
years, whether the lease is registered or not, shall be deemed to be the owner thereof;

(i) the occupier of immovable property occupied under a service servitude or right
analogous thereto, shall be deemed to be the owner thereof;

(b) if the owner is dead or insolvent or has assigned his or her estate for the benefit of his
creditors, has been placed under curator ship by order of .court or is a company being
wound up or under judicial management, the person in whom the administration of such
property is vested as executor, administrator, trustee, assignee, curator, liquidator or
judicial manager, as the case may be, shall be deemed to be the owner thereof;

if the owner is absent from the Republic or if his address is unknown to the municipality,
any person who as agent or otherwise receives or is entitled to receive the rent in respect
of such property, or if the municipality .is unable to determine who such person is, the
person who is entitled to the beneficial use of such property:

"Premises" includes any piece of land, the external surface boundaries of which are delineated
on:

(a) A general plan or diagram registered in terms_of the Land Survey Act, (9 of 1927) or in
terms of the Deed Registry Act, 47 of 1937; or

(b) A sectional plan registered in terms of the Sectional Titles Act, 95 of 1986, and which is
situated within the area of jurisdiction of the municipality.

“Rate” shall mean a municipal rate on property-as envisaged in Section 229 (1 (a) of the
Constitution.

“Rateable property” shall mean property on which the municipality may in terms of Section 2
of the Municipal Property Rates Act 2004 levy a rate, but excluding property fully excluded from
the levying of rates interms of Section 17 of that Act.

“Ratepayer” shall mean a person who is liable to the municipality for the payment of (a) rates
on property in the municipality; (b) any other tax, duty or levy imposed by the municipality;
and/or (c) fees for services provided either by the municipality or in terms of a service delivery
agreement.

“Rebate” in relation to a rate payable on a property, shall mean a discount granted in terms of
Section 15 of the Municipal Property Rates Act, 2004 on the amount of the rate payable on the

property.
"Refuse charges" means service charges in respect of the collection and disposal of refuse.

“Residential property” shall mean a property included in the valuation roll in terms of Section
48(2)(b) of the Municipal Property Rates Act, 2004 as residential.

“Residential property” furthermore means improved property that: -
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1.6

1.7

()

is used predominantly (60% or more) for residential purposes, including any adjoining
property registered in the name of the same owner and used together with such residential
property as if it were one property.

Any such grouping shall be regarded as one residential property for rate rebate or valuation
reduction purposes;

is a unit registered in terms of the Sectional Title Act and is used predominantly for
residential purposes;

is owned by a share-block company and is used predominantly for residential purposes;

is a residence used for residential purposes situated on_a property used for educational
purposes;

is property which is included as residential in a valuation list in terms of section 48(2)(b) of
the Act;

are retirement schemes and life right schemes used, predominantly (60%.or more) for
residential purposes;

vacant properties (empty stands), hotels, hostels, old-age homes and accommodation
establishments, irrespective of.their zoning or intended use, have been specifically
excluded from this property category;

"Sewerage charges" means service charges in respect of the provision of sewerage services.

“Small holding” means

(@)

(b)

all agricultural zoned land units situated within an urban region with an area of one to three
hectares; or

any_agricultural zoned land unit situated outside an urban region with an area of three
hectares or less;

“State owned property” excludes any property included in the valuation roll under the
category. ‘residential property’ or ‘vacant land’, but includes any property that is under state
control but is still registered in the name of the municipality;

"Tariff" means the scale of rates, taxes, duties, levies or other fees which may be imposed by
the municipality in respect of immovable property or for municipal services provided.

"Tariff Policy"” means a Tariff Policy adopted by the Council in terms of Section 74 of the Local
Government: Municipal Systems Act 32 of 2000.

"Water charges" means service charges in respect of the provision of water.

PURPOSE OF THE TARIFF POLICY

Apart from meeting legislative requirements, this policy also emanates from the objectives
determined in Council’s anti-corruption policy.
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1.8

The purpose of this tariff policy is to prescribe the accounting and administrative policies and
procedures relating to the determining and levying tariffs by the Umsobomvu Local
Municipality.

The Municipality should perform the procedures set out in this policy to ensure the effective
planning and management of tariffs. In setting its annual tariffs the council shall at all times
take due cognisance of the tariffs applicable elsewhere in the economic region, and of the
impact which its own tariffs may have on local economic development.

SCOPE OF APPLICATION

This policy applies to all tariffs charged within the defined boundaries of Umsobomvu Local
Municipality.

BASIC PRINCIPLES TO BE CONSIDERED IN .DETERMINATION OF A TARIFF
STRUCTURE

Service tariffs imposed by the local municipality shall be viewed as user charges and not as
taxes, and therefore the ability of the relevant customer or.user of the services to-which such
tariffs relate, shall not be considered as a relevant criterion (except in the case of the indigent
relief measures approved by the municipality from time to time).

The municipality shall ensure that its. tariffs are uniformly and fairly applied throughout the
municipal region.

Tariffs for the four major services rendered by the municipality, namely Electricity, Water,
Sewerage and Refuse Removal, shall as far as possible recover the expenses associated with
the rendering of each service concerned, and where feasible, generate a modest surplus as
determined in each annual budget. Such surplus shall be applied in relief of property rates or
for the future‘capital expansion of the service concerned, or both.

The tariff which a particular customer or-user pays shall therefore be directly related to the
standard of service received and the quantity of the particular service used or consumed.

The municipality shall. develop, approve and at least annually review an indigent support
programme for the municipal area. This programme shall set out clearly the municipality’s cost
recovery. policy in respect of the tariffs which it levies on registered indigents, and the
implications of such policy for the tariffs which it imposes on other users and customers in the
municipal region.

In line with the principles embodied in the Constitution and in other legislation pertaining to
local government, the municipality may differentiate between different categories of users and
customers in regard to the tariffs which it levies. Such differentiation shall however at all times
be reasonable and shall be fully disclosed in each annual budget.

The municipality’s tariff policy shall be transparent, and the extent to which there is cross-
subsidisation between categories of customers or users shall be evident to all customers or
users of the service in question.

The municipality further undertakes to ensure that its tariffs shall be easily explainable and
understood by all customers and users affected by the tariff policy concerned.
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1.21

The municipality also undertakes to render its services cost effectively in order to ensure the
best possible cost of service delivery.

In the case of conventional metering systems for electricity and water, the consumption of
such services shall be properly metered by the municipality and meters shall be read,
wherever circumstances reasonably permit, on a monthly basis. The charges levied on
customers shall be proportionate to the quantity of the service which they consume. In
addition, the municipality shall levy a monthly fixed charge for electricity and water services.

In adopting what is fundamentally a two-part tariff structure, namely a fixed availability charge
coupled with a charge based on consumption, the municipality believes that it is properly
attending to the demands which both future expansion and variable demand cycles and other
fluctuations will make on service delivery.

In case of vacant stands, where the services are available but not connected, the municipality
shall levy a monthly availability charge which is levied because of fixed costs such as the
capital and maintenance costs and insurance .of infra structure available for immediate
connection. This principle also applies to vacant stands in areas serviced through septic tanks.

The municipality’s tariffs for electricity services will be /determined to ensure that those
customers who are mainly responsible for peak demand, and therefore for the incurring by the
municipality of the associated demand charges from Eskom, will have to bear the costs
associated with these charges. To this end the municipality shall therefore install demand
meters to measure the maximum demand of such customers during certain periods. These
bulk customers shall therefore pay the relevant demand charge as well as an energy charge
directly related to their actual consumption of electricity during the relevant metering period.

FACTORS TO BE'CONSIDERED IN THE DETERMINATION OF A TARIFF STRUCTURE

Financial Factors

The primary._purpose of a tariff structure is to recover the actual costs of the rendering of a
particular service to avoid cross subsidising of services.

In.order to determine the tariffs which must be charged for the supply of the four major
services, the municipality shall identify all the costs of operation of the undertakings
concerned, including specifically the following:-

1.27.2.1Cost of bulk purchases in the case of water and electricity.

1.27.2.2Distribution costs.

1.27.2.3Distribution losses in the case of electricity and water.

1.27.2.4Depreciation expenses.

1.27.2.5Maintenance of infrastructure and other fixed assets.

1.27.2.6Cost of approved indigent relief measures and cross subsidising of low consumption.

1.27.2.7 Administration and service costs, including:-
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(a) service charges levied by other departments such as finance, human resources
and legal services;

(b)  reasonable general overheads, such as the costs associated with the Office of
the Municipal Manager;

adequate contributions to the provisions for bad debts and obsolescence of
stock; and

all other ordinary operating expenses associated with the service concerned
including, in the case of the electricity service, the cost of providing street
lighting in the municipal area (note: the costs of the democratic process in the
municipality — that is, all expenses associated with the political structures of the
municipality — shall form part of the expenses to be financed from property rates
and general revenue, and shall not be<included in the costing of the major
services of the municipality).

1.27.2.8The intended surplus to be generated for the financial year. Surplus to be applied:-
(a) as an appropriation to capital reserves; and/or

(b)  generally in relief of rates.

Socio-economic factors

Although the determination of tariffs is in.many instances politically orientated, it ought to be
based on sound, transparent and objective principles at all times. In order to fully understand
the influence of the socio-economic factors the various user categories and forms of
subsidisation‘needs to be considered. Tariffs should also support business initiatives aimed at
creating jobs or contribute to the economy of the area.

Users can be divided into the following categories:-

1.28.2.1Users who are incapable-to make any contribution towards the consumption of
services and who are fully subsidised;

1.28.2.2Users who are able to afford a partial contribution and who are partially subsidised
only; and

1.28.2.3Users who can afford the cost of the services in total.

It is important to identify these categories and to plan the tariff structures accordingly.
Subsidies currently derived from two sources namely:-

1.28.3.1Contributions from National Government: National Government makes an annual
contribution according to a formula, which is primarily based on information obtained
from Statistics South Africa by means of census surveys. If this contribution is
judiciously utilised it will subsidise all indigent households who qualify in terms of the
Council policy.

1.28.3.2Contributions from own funds: The Council can, if the contribution of National
Government is insufficient, provide in its own operational budget for such support.
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Such action will in all probability result in increased tariffs for the larger users. Any subsidy
must be made known publicly.

To make provision for subsidisation the tariff structure can be compiled as follow:-
1.28.4.1Totally free services (within limits and guide lines);

1.28.4.2Lower tariffs for users who qualify in terms of particular guide lines, for example to
recover the operational costs of the service only; and

1.28.4.3Full tariff payable with a subsidy that is transferable from sources as mentioned
above.

Minimum service levels

It is important that minimum service levels be determined in order to make an affordable tariff
package available to all potential users.

Credit Control

It is not possible to successfully compile a tariff structure ‘without consideration of the
stipulations of an effective credit control system. Income. is provided for in the budget as if a
100% payment level will be maintained. It is therefore important to continuously ensure that
users indeed pay punctually. Non-payment has a direct effect in that provision for bad debt, in
accordance with current payment levels, must be provided as expenditure in the budget.

However, it is also a fact that there are users who are unable to pay. Tariffs must therefore
provide access to.a minimum level of basic services for all users. It should furthermore be
supplemented with a practical policy for indigents. This will ensure the sustainable delivery of
services. In addition, adequate provision should be made on an annual basis for bad debt/
working capital in accordance with current payment levels.

Package of services

The accounts for rates and services-must not be seen in isolation. It must be considered jointly
to determine the most affordable amount that the different users can pay as a total account.
The basic costs of a service ‘must first of all be recovered and then only can profits be
manipulated to determine the most economic package for the user with due allowance for
future events in regard to a particular service.

Historical and future user patterns

It is important to keep accurate consumption statistics for the purpose of determining tariffs.
Consumption determines tendencies, which ultimately have an influence on tariffs within a
structure. Provision should be made in the process for growth and seasonal use, as well as for
unforeseen events that may have an impact on tariffs.

User groups

Users are traditionally divided into user groups as set out below:-

1.33.1.1Domestic (Residential);
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1.33.1.2Businesses/ Commercial;

1.33.1.3Industries/Bulk customers;

1.33.1.4Farm properties (agricultural);
1.33.1.5Accommodation establishments (guest houses);
1.33.1.6Municipal consumption (departmental charges); and

1.33.1.7Institutions that may be directly subsidised for example retirement homes, schools
and hostels, sport organisations, etcetera.

1.33.1.8Special arrangements for specific developments as may be determined by Council
from time to time.

A continuous effort should be made to group together those users who have more or less the
same access to a specific service.

FREE BASIC SERVICES

Free basic municipal services refers to those municipal services necessary to ensure an
acceptable and reasonable quality of life and which service, if not provided, could endanger
public health or safety or the environment:

In terms of the South African Constitution all customers should have access to basic services.
Currently, the free basic services provided to.the domestic customers within the Umsobomvu
Local Municipality are as follows: -

The extent of.the monthly indigent support granted to indigent households must be based on
budgetary allocations for a particular financial year and the tariffs determined for each financial
year.

The general threshold for indigent support is restricted to qualifying households with a
combined income amount per month less or equal than an amount determined by Council.
The municipality recognises the following four levels of indigent support:-

1.36.2.1Category A - Support to qualifying households where the combined income is equal or
less to an amount as determined by Council from time to time. 100% Subsidy.

1.36.2.2Category B - Support to qualifying households where the combined income is equal or
less to an amount as determined by Council from time to time. 50% Subsidy.

1.36.2.3Category C - Care centres where elderly care is provided. The subsidy will be
restricted to a fixed amount per month per resident with an income per month equal or
lower than an amount determined by Council. The indigent assistance is rendered in
the form of credit on the monthly electricity levy payable by the management of the
particular institution. The total subsidy should not exceed the total monthly municipal
account.

1.36.2.4Category D — Churches who are categorised in the Valuation Roll as a ‘Place of public
worship’ in terms of the Municipal Property Rates Act and where more than 50% of the
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members of that congregation is registered as indigents in terms of the Council’'s
Indigent Policy will be subsidised in terms of all basic services charges only.

TARIFF STRUCTURES FOR VARIOUS SERVICES

It is essential that a compromise be reached between the following needs with the
determination of a tariff structure: -

1.38.1 The need to reflect costs as accurately as possible in order to achieve cost
effectiveness;

1.38.2 The need to ensure equality and fairness between user groups;
1.38.3 The need for a practically implementable tariff;

1.38.4 The need to use appropriate metering and provisioning technology;
1.38.5 The need for an understandable tariff; and

1.38.6 The user’s ability to pay.

Taking into consideration the abovementioned points the tariff structure of the following
services are discussed:-

1.39.1 Electricity.

1.39.2 Water.

1.39.3 Refuse Removal.

1.39.4 Sewerage.

1.39.5Property Rates.

Electricity

To calculate the tariff for electricity, the actual cost incurred in the supply of electricity to the
community, has to be taken into consideration. The principle of basic levies as well as a per

unit tariff for electricity is determined by the cost structure. This cost structure consists of the
following components:-

1.40.1.1Fixed costs: It represents that portion of expenses that must be incurred irrespective
of the fact whether or not any electricity has been sold, for example the salary of staff
who have been appointed permanently with specific tasks relating to the provision of
electricity, costs of capital and insurance that is payable in respect of the
infrastructure. These costs must be recovered whether any electricity is used or not.
The costs are therefore recovered by means of a fixed levy per period (normally as a
monthly basic charge) in order to ensure that these costs are covered.

1.40.1.2Variable costs: It relates to the physical provision of electricity according to
consumption/ demand and must be financed by means of a unit tariff which is payable
per KWh/KVA electricity consumed.
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1.40.1.3Profit taking: The tariffs for these services are determined in such a way that a NETT
trading surplus is realised. Any trading surplus is used to subsidise the tariffs of rate
funded services.

1.40.2 The following tariff structures were basically used for the determination of tariffs:-

1.40.2.1Inclining block tariff (IBT) tariff structure where customer’s consumption is divided into
blocks and each subsequent block has a higher energy rate (c/kWh). The tariff
structure has been set by NERSA in order to protect / cross-subsidise low income
domestic customers and to promote energy efficiency.

1.40.2.2Single rate energy tariff (all costs expressed in a single cent/kWh charge).

- The IBT for households is as follows: 0 — 50kWh; 51 - 350 kWh; 351 — 600 kWh
and 601 + kWh.

1.40.2.3Two part tariff (consist of a basic monthly charge plus a variable charge related to
metered kWh consumption):-

- Energy rate (c/kWh)

- Basic monthly charge (R/month).
1.40.2.4Three part tariff:-

- Energy rate (c/kWh)

- Basic monthly charge (R/month)

- Demand charge (R/KVA month with-a minimum of 50 KVA- recovers capital costs
elements).

1.40.2.5Special tariff arrangements determined and approved by Council from time to time for
specific developments and/or informal settlements.

An availability fee will'be charged on properties not connected to the electricity network should
it be available to that property. This fee aims to recoup capital and maintenance costs in
respect of such properties. If the owner connects the service with the intention to improve the
property the debit will'lbe adjusted pro-rata from the date of the connection.

Water

Water is a scarce commodity with little alternatives available (contrary to electricity). Tariff
structures should therefore be aimed at the reduction of consumption. In order to cut
consumption, an inclining block rate tariff structure with a basic fee is applied. In principle, the
amount that users pay for water services should generally be in proportion to their use of
water services. Tariffs must be set at levels that facilitate the sustainability of the service.

To calculate the tariff for water, the actual cost incurred in the supply of water to the
community, has to be taken into consideration. The principle of basic levies as well as a
kilolitre tariff for water is determined by the cost structure. Similar to electricity, this cost
structure consists of the following components:-
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1.41.2.1Fixed costs: It represents that portion of expenses that must be incurred irrespective
of the fact whether or not any water has been sold, for example the salary of staff who
have been appointed permanently with specific tasks relating to the provision of water,
costs of capital and insurance that is payable in respect of the infra structure. These
costs must be recovered whether any water is used or not. The costs are therefore
recovered by means of a fixed levy per period (normally on a monthly basis) in order
to ensure that these costs are covered.

1.41.2.2Variable costs: It relates to the physical provision of water according to demand and
must be financed by means of a unit tariff which is payable per Kkilolitre water
consumed.

1.41.2.3Profit taking: The tariffs for these services are determined in such a way that a NETT
trading surplus is realised. Any trading surplus is used to subsidise the tariffs of rate
funded services.

The following tariff structures were basically used for the determination of tariffs:-
1.41.3.1Single-leg water consumption for users with pre-paid meters; and

1.41.3.2Two-leg tariff consisting of a basic charge based on the size of the water connection
and consumption for users with conventional meters.

1.41.3.3An availability fee will be charged.on users and/or properties not connected to the
water network, should it be available.. This fee aims to recoup capital and
maintenance costs of networks as well as certain fixed administrative costs in respect
of such properties. If the owner connects and improve the property the debit will be
adjusted pro-rata from the date of the connection.

1.41.3.4Special tariff arrangements determined and approved by Council from time to time for
specific developments-and/or informal settlements.

1.41:3.5Inclining block tariff (IBT) tariff structure where customer’s consumption is divided into
blocks and each subsequent block has a higher consumption rate (c/kl). The tariff
structure has been set by Council in order to protect/ cross-subsidise low income
domestic customers and to promote water consumption efficiency.

Refuse Removal

Refuse removal is an economic service and tariff calculations should be based on the actual
cost incurred in delivering the service.

A customer who chooses to do his/her own refuse removal will still be liable for paying the
applicable refuse tariff.

The tariff levied by Umsobomvu Local Municipality is based on the category of property as
determined in the valuation roll.

The following tariff structures were basically used for the determination of tariffs:-

1.42.4.1Residential (domestic customers) — maximum of one removal per week (black bag
system).
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1.42.4.2Accommodation Establishments — maximum of one removal per week (black bag
system).

1.42.4.3Business/ Commercial/ Industrial (Non — Bulk) — maximum of two removals per week.
1.42.4.4Business/ Commercial/ Industrial (Bulk) - maximum of three removals per week.

1.42.4.5Business/Commercial/Industrial (Bulk) - four or more, with a maximum of seven
removals per week.

1.42.4.6 Additional removals — More than the maximum removals as per 8.5.4.1 - 8.5.4.4.

1.42.4.7 Special tariff arrangements determined and approved by Council from time to time for
specific developments and/or informal settlements.

1.42.4.8Garden refuse removals — maximum of one removal per week.
Sewerage

Sewer service is an economic service and tariff calculations should be based on the actual
cost incurred in delivering the service.

The following tariff structures were basically used for the determination of tariffs:-

1.43.2.1The tariff levied for waterborne sewerage systems is based on the size of the water
connection.

1.43.2.2The tariff levied for suction tanks will consist of a basic charge plus a fixed amount per
withdrawal.

1.43.2.3Customers who are not connected to the waterborne sewerage network but who can
reasonably be connected shall pay an availability tariff. However, owners of vacant
stands in an area serviced through suction tanks only will not pay the availability tariff
for waterborne sewerage but only pay the basic tariff for suction tanks.

1.43.2.4Customers in an area serviced through a waterborne sewerage network who prefer
not to connect to such’a service but remain with a suction tank will be charged the
monthly basic tariff for a 50mm water connection and not the basic tariff for septic
tanks. In addition, such customers will also pay a fixed fee per withdrawal.

1.43.2.5Special tariff arrangements determined and approved by Council from time to time for
specific.developments and/or informal settlements.

Property Rates

The rate levied by the municipality will be a cent amount in the Rand based on the market
value of the property.

In terms of the Municipal Property Rates Act, 2004 the municipality may levy different rates for
different categories of rateable property. Differential rating among the various property
categories will be done by way of setting different cent amount in the rand for each property
category and by way of reductions and rebates as provided for in the municipality’s property
rates policy.
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1.44.3 In terms of section 17 (1) (e) of the Municipal Finance Management Act municipality’s property
rates policy must be reviewed on annual basis and the reviewed policy tabled to Council for
approval as part of the budget process.

ELECTRICITY TARIFF POLICY

Electricity is supplied under a distribution license, granted by NERSA for a specific area of
jurisdiction, which regulates inter alia the following aspects:-

a. Classification of customer categories.

b. Permissible tariff structure options are determined at a national level and distributors are
obliged to apply these structures to obtain uniformity.

All tariff structures and tariffs must be approved by NERSA prior to application thereof
by a distributor.

Domestic Customers

This tariff covers the supply of electricity for domestic use in private dwellings, flats and
chalets with separate meters and includes churches, schools, welfare buildings, hospitals,
halls or similar premises with circuit breaker sizes not in.excess of 63A single phase or 63A
three phase.

Should customers require supplies in excess hereof, the Commercial Customer or Bulk Supply
tariff will be applicable. A phased approach will be implemented to convert existing customers

who have traditionally been charged at different tariffs towards these criteria.

Domestic customers with circuit breaker sizes in excess of 63A will be allowed until latest
30 June 2013 to reduce their circuit breaker size to 63A. Thereafter, the Business or Bulk
tariff, as applicable, will be applied to these customers.

Customers with Conventional Meters

1.46.1.1 Customers with conventional meters are billed as follow:-

(a)  An availability charge is payable on all properties, where a connection to the electricity
network is possible, but not in use.

(b)  Two part tariff:

Fixed monthly charge (R/month). The fixed monthly charge is determined by the
installed circuit breaker size.

Energy rate (c/kWh). The energy rate is charged on an inclining block tariff per unit
based on the number of kWh consumed which is determined as follows:-

Block 1: 0 to 50 kWh

Block 2: 51 to 350 kWh
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Block 3: 351 to 600 kWh

Block 4: >600 kWh

1.46.2 Pre-paid Customers

1.46.2.1 Pre-paid users, if applicable, are charged at an inclining block tariff per unit based on
the number of kWh purchased, which is determined as follows:-

Block 1: 0 to 50 kWh

Block 2: 51 to 350 kWh

Block 3: 351 to 600 kWh

Block 4: >600 kWh

1.46.2.2Should the customer have any municipal arrears, the auxiliary payment system may
be activated for the gradual paymentof the arrears as a percentage of purchases.

1.46.2.3Registered Indigents receive a number of kWh units fully subsidised every month, as
determined by Council on an annual basis. Where possible, Council may limit the
supply to indigent consumers to 20A single phase.

1.46.3 Pre-paid Customers with Homes not Occupied on a Full-time Basis

1.46.3.1Pre-paid meters_installed in homes  not occupied on a full-time basis will pay the
conventional meter tariff if the property is not occupied for at least nine months per
year

1.46.3.2A two-part tariff structure as per the conventional users is applied in respect of pre-
paid meters installed in holiday homes (see 9.1.1.b). Should the customer have any
municipal. arrears, the auxiliary payment system may be activated for the gradual
payment of the arrears as a percentage of purchases. The fixed monthly charge will
be billed to the owner/tenant of the property, and the energy will be purchased via the
pre-paid meter.

1.46.3.3When a home that is not occupied on a full-time basis becomes occupied permanently
the standard pre-paid tariffs will be re-instated after an application is received from the

owner and.it is approved by the Municipality.

1.46.3.41t is the'owner’s responsibility to ensure that the status of his/her property is correct. In
this regard, the owner must submit a sworn affidavit when applying for a conversion.

1.47 Commercial/ Business Customers/ Accommodation Establishments

This tariff covers the supply of electricity to shops, office buildings, hotels, accommodation
establishments, clubs, industrial undertakings, Builder's supplies or similar premises with
circuit breaker sizes not in excess of 63A single phase or 100A three phase.

Should customers require supplies in excess hereof, the Bulk Supply tariff will be applicable. A
phased approach will be implemented to convert existing customers who have traditionally
been charged at different tariffs towards these criteria. Commercial customers with circuit
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breaker sizes in excess of 63A single phase or 100A three phase will be allowed until latest
30 June 2012 to reduce their circuit breaker sizes. Thereafter, the available Commercial or
Bulk tariffs will be applied to these customers.

Customers with Conventional Meters

1.47.1.1Customers with conventional meters are billed as follow:-

(a)  An availability charge is payable on all properties, where a connection to the electricity
network is possible, but not in use.

(b)  Two part tariff:

Fixed monthly charge (R/month). The fixed monthly charge is determined by the
installed circuit breaker size.

Energy rate (c/kWh). The energy rate is charged at a single rate tariff per unit
based on the number of kWh consumed.

Pre-paid Customers

1.47.2.1Pre-paid users, if applicable, are charged at a single rate tariff per unit based on the
number of kWh purchased.

1.47.2.2Should the customer have any municipal arrears, the auxiliary payment system may
be activated for the gradual payment of the arrears as a percentage of purchases or
the blocking of purchases will be introduced.

Industrial/ Bulk- Customers

The Bulk Supply tariff.is for Customers with a notified maximum demand of 71kVA or more or
who require a supply greater than a 100Amp.three phase circuit breaker size.

These customers are billed as follow:-

1.48.2.1Three part tariff.

(a) Fixed monthly charge (R/month).

(b)  Demand charge (R/kVA month — recovers capital costs elements).

(c)  Energy rate (c/kWh). The energy rate is charged at a single rate tariff per unit based on
the number of kWh consumed.

Farm Properties (Agricultural)

These customers are billed as per the tariffs applicable which have been determined by the
Council.

Streetlights

A Fixed monthly charge (R/month) and an Energy rate (c/kWh) will be applied per streetlight
metering point.
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1.51

1.51.1

Special Arrangements

Other tariffs may be applicable which has been determined by the Manager: Technical
Services or Council by special agreement with specific clients. This will only be considered
when special circumstances prevail.

Departmental

The respective Commercial and Bulk Supply tariffs as per Item No’s 9.2 and 9.3 above will be
applicable to all municipal buildings, pump stations, waste water works, water treatment
works, etc.

Electricity sundry tariffs

All other electricity related services offered by the Council are charged at a tariff as determined
by the Council annually during the budget process.

WATER TARIFF POLICY

A decision to equalise tariffs was already takenin 2001 by Council. This resolution was never
implemented to date. On 1 July 2011 this resolution will be implemented with no phase in
process. Tariffs below have therefore been determined taking this resolution account.

Domestic /Commercial /Business /Accommodation Establishments

Customers are billed as follow:-

1.55.1.1 An availability charge is payable on all properties, where a connection to the water
reticulation network is possible, but not in use.

A basic charge is payable on all properties that are connected to the water network
based on the size of the water connection, regardless of whether any water is used.

Registered Indigents.receive their basic levy for water either fully or 50% subsidised
every month; as determined by Council on an annual basis.

Registered Indigents receive an amount of water fully subsidised every month, as
determined by Council on an annual basis.

Installation of prepaid water meters are only allowed for registered indigents and in
approved low cost housing schemes.

Domestic customers are billed for consumption based on the amount of water used
by way of a step tariff per kilolitre usage in the following blocks:-

(a) 1to6KkKl
(b) 7to20kl
(c) 21to 30Kkl

(d) >30Kl
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1.56

1.56.1

Businesses and Industries
Customers are billed as follow:-

1.56.1.1 An availability charge is payable on all properties, where a connection to the water
reticulation network is possible, but not in use.

1.56.1.2 A basic charge is payable on all properties that are connected to the water network
based on the size of the water connection, regardless of whether any water is used.

1.56.1.3 Customers are billed for consumption based on the amount of water used by way of
a step tariff per kilolitre usage in the following blocks:-

(a) 1 to 60Kl
(b) 61 kl and above
All other Customers
All other customers are billed as follow:-

1.57.1.1 An availability charge is payable on all properties, where a connection to the water
reticulation network is possible, but not in use.

1.57.1.2 A basic charge is payable on all installations, based on the size of the water
connection.

1.57.1.3 Customers  are billed for consumption at a fixed tariff per kilolitre based on the
number of kilolitres consumed.

Special Arrangements

Where two or.more dwellings/ flats/ offices are feeding from one main connection to a
property, the customers are billed as follow:-

1.58.1.1 A basic charge is payable on all properties that are connected to the water network
based on the size ofthe smallest water connection (20mm), regardless of whether

any water is used.

1.58.1.2 Customers are billed for consumption based on the amount of water used by way of
a step tariff per kilolitre usage as per 10.1.1.6)

Water Delivery in Rural Areas

Customers are billed as follow:-

1.59.1.1 A fixed predetermined amount will be charged per kilometre to cover the transport.

1.59.1.2 The actual man hour cost to cover the total cost of employment.

1.59.1.3 The actual cost of the water based on the applicable tariff for purified or raw water as
charged for all other customers (see 10.2.1.3).
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1.59.1.4 A surcharge of 20% on the total cost of the transaction.

Water Restrictions

The availability of bulk water resources will be monitored throughout the year by Council.
When so required, Council will take a resolution to implement water restrictions.

Any penalties payable on water consumption as a result of water restrictions will be
implemented in the month following the Council resolution; regardless of the meter reading
dates (water consumed prior to the resolution date may therefore also be subject to penalties).

Water Sundry Tariffs

All other water related services offered by the Council are charged at a tariff as determined by
the Council annually during the budget process.

REFUSE TARIFF POLICY
Refuse Removal Tariffs

The fees for refuse removal are based on the category of property as determined in the
valuation roll.

The Council has determined the following categories for refuse removal:-
1.63.2.1Residential (domestic customers) — maximum of one removal per week.
1.63.2.2Accommodation Establishments - maximum of one removal per week.

1.63.2.3Business/ Commercial/ Industrial (Non =Bulk) — maximum of two removals per week.
Businesses situated in residential areas will only be serviced once a week.

1.68.2.4Business/ Commercial/ Industrial (Bulk) - maximum of two removals per week.

1.63.2.5Additional removals — More than the maximum removals as per 11.1.2.1 —11.1.2.4.

1.63.2.6Special tariff arrangements determined and approved by Council from time to time for
specific developments. In terms of the current arrangements, all developments with
ten or more units that have created a central collection point for refuse will qualify for a

reduced tariff as determined by Council on an annual basis.

Registered Indigents receive their refuse removal service either fully or 50% subsidised every
month, as determined by Council on an annual basis.

Refuse Removal Sundry Tariffs

All other refuse removal related services offered by the Council are charged at a tariff as
determined by the Council annually during the budget process.
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1.65

1.66

1.66.1

SEWERAGE TARIFF POLICY
Waterborne Sewerage Systems

An availability charge is payable on all properties where a connection to the sewer network is
possible, but not in use.

The Council charges a monthly fee per property based on the size of the water connection for
all properties.

Registered Indigents receive their basic levy for sewerage service either fully or 50%
subsidised every month, as determined by Council on an annual basis.

Suction Tanks

A basic charge is payable on all installations.

Customers in an area serviced through a waterborne sewerage network who prefer not to
connect to such a service but remain with a‘suction tank. will be charged the monthly basic
tariff for a 50mm water connection and not the basic charge for septic tanks.

The Council charges a fixed fee per withdrawal.

Vacant stands in an area serviced through suction tanks will pay an availability charge which
is equal to the basic tariff for suction tanks.

The subsidy for registered indigents will also be applicable to qualifying indigents with no
waterborne sewerage but serviced through VIP toilets. The subsidy will be restricted to the
basic levy for suction tanks as well as one withdrawal per month.

Withdrawal from Suction Tanks

Customers are billed as follow:-

1.68.1.1 A fixed predetermined amount will be charged per kilometre to cover the transport.
1.68.1:2 The actual man hour cost to cover the total cost of employment.

1.68.1.3 The actual cost of one withdrawal (see 12.2.2).

1.68.1.4 A surcharge of 20% on the total cost of the transaction.

Special Arrangements

Where two or more dwellings/ flats/ offices are feeding from one main connection to a
property, the customers are billed as follow:-

1.69.1.1 A basic charge is payable on all properties that are connected to the sewerage
network based on the size of the smallest water connection (20mm).
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1.70

1.70.1

Sewerage sundry tariffs

All other sewerage related services offered by the Council are charged at a tariff as
determined by the Council annually during the budget process.

PROPERTY TAX POLICY
Property Tax Tariffs

Property rates are levied as determined by Council from time to time and is covered in the
Property Rates Policy and Bylaw of the Umsobomvu Municipality.

Any property that is under state control but is still registered_ in the name of the municipality
shall be liable for property tax as provided for in the Property Tax Policy and Credit Control
Policy and By-Law of the municipality;

Property Tax Sundry Tariffs

All other property tax related services offered by the Council are charged at<a tariff as
determined by the Council annually during the budget process.

SUNDRY TARIFFS

A variety of sundry tariffs are applied to recoup costs of sundry.services to the public. All such
tariffs are based on cost of supply, but individual tariffs may be set at:-

Subsidised levels;

Levels reflecting-actual cost; or

Levels producing profits.

The level at which the Council sets a sundry service tariff, takes into account factors such as:-
Affordability;

Socio-economic circumstances;

Utilisation of amenities 'and resources;

National and regional agreements and provisions; and

Any other factors influencing such decisions.

Sundry tariffs and structures will be revised at least once a year, during the annual budgeting
process.

IMPLEMENTATION AND REVIEW OF THIS POLICY

This policy shall be implemented once approved by Council. All future tariff charges must be
considered in accordance with this policy.

In terms of section 17(1)(e) of the Municipal Finance Management Act this policy must be
reviewed on annual basis and the reviewed policy tabled to Council for approval as part of the
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budget process.
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1. Introduction

Municipalities are organs of state within the local sphere of government that collect monies from
the public in the form of rates, taxes, levies, surcharges, duties and service charges, receive grants
from national and provincial government and borrow for capital expenditure or bridging finance
for short term purposes. These resources are appropriated by Council for the purpose of fulfilling
its powers and functions, primarily to deliver services, in accordance with their mandate as set out
in sections 151,153 and 156 of the Constitution.

In terms of section 4(2) (a) of the Municipal Systems Act (MSA) the council has a duty to use the
resources of the municipality in the best interest of the local community. This duty is extended to
individual councillors through the Code of Conduct for Councillors which states that a councillor
must:

i “perform the functions of office in good faith, honestly and in a transparent manner,
and

ii. at all times act in the best interests<of the.community and in such a way that the
credibility and integrity of the municipality are not compromised.”

In terms of section 62 of the Municipal Finance Management Act No. 56 of 2003 (herein referred
to as “the Act”), the accounting officer is responsible for managing the financial affairs of the
municipality and he/she must, for this purpose, inter alia:

(a) take all reasonable steps to ensure that:
e unauthorised; and
® irregular;and
e fruitless and wasteful expenditure; and
e otherlosses are prevented; and

(b) ensure that disciplinary or, when appropriate, criminal proceedings are instituted against
any official of the municipality who‘has allegedly committed an act of financial misconduct
or an offence in terms of Chapter 15 of the Act.

This policy is aimed at providing the accounting officer with an overview of legislation pertaining
to unauthorised, irregular, fruitless and wasteful expenditure and the recovery of same where
applicable.

2. Restriction on the incurring of expenditure

Section 15 of the Act provides that a municipality may, except where otherwise provided therein,
incur expenditure only -

a) in terms of a budget approved by the council or by a provincial or the national executive
following an intervention in terms of section 139 of the Constitution and also an annual
budget as revised by an adjustments budget in terms of section 28 of the Act; and




b)

within the limits of the amounts appropriated for the different votes in an approved
budget.

3. Withdrawal of money from a municipal bank

In terms of section 11(3) of the Act, money may be withdrawn from a bank account of the

municipality without appropriation (without further budget approval) in terms of an approved

budget for the following purposes:

a)

b)

d)

e)
f)
g)

h)

to defray expenditure authorised in terms of section 26 (4) which provides that, until a
budget for the municipality is approved, funds for the requirements of the municipality
may, with the approval of the MEC for local government, be withdrawn from the
municipality’s bank accounts subject to certain conditions and restrictions;

to defray unforeseeable and unavoidable expenditure authorized by the mayor in
emergency or other exceptional circumstances in'terms.of section 29 (1) of the Act and the
council’s applicable policy;

in the case of a bank account opened in terms of section 12 of the Act for relief, charitable
and trust purposes, to make payments from such account but only by or on the written
authority of the accounting officer acting in accordance with decisions of the council and
for the purposes for which, and subject to any conditions on which, the fund was
established or the money in the fund was donated;

to pay over to a person or organ of state money received by the municipality on behalf of
that person or organ of state, including money collected by the municipality on behalf of
that person or organ of state by agreement or any insurance or other payments received
by the municipality for that person or organ of state;

to refund money incorrectly paid into a bank account;

to refund guarantees, sureties and security deposits;

for .cash management and investment purposes in accordance with the cash and
investment policies of the municipality;

to defray increased expenditure in terms of section 31 of the Act which relates to the
shifting of funds between multi-year appropriations;

for such other purposes prescribed under the Act.

4. Defining concepts

“Unauthorised expenditure” is incurred by the municipality otherwise than in accordance with

section 15 or 11 (3), and includes -

a)
b)
c)

overspending of the total amount appropriated in the municipality’s approved budget;
overspending of the total amount appropriated for a vote in the approved budget;
expenditure from a vote unrelated to the department or functional area covered by the
vote;




d) expenditure of money appropriated for a specific purpose, otherwise than for that specific
purpose;

e) spending of an allocation of money made to the municipality by the national government
from revenue raised nationally contrary to the condition(s) of such allocation or an
allocation of money to a municipality in terms of a provincial budget;

f) agrant by the municipality otherwise than in accordance with the Act.

Essentially, “unauthorised expenditure” includes overspending on the total amount of the budget,
overspending on a vote, the incurring of expenditure unrelated to a vote and the incurring of
expenditure for a purpose other than the approved purpose.

It should be noted that “unauthorised expenditure” excludes “irregular” expenditure.
Unauthorised expenditure is expenditure that has not been budgeted for, expenditure that is not
in terms of the conditions of an allocation received from another sphere of government,
municipality or organ of state and expenditure in the form of a grant that is not permitted in terms
of the Municipal Finance Management Act (Act No. 56 of 2003). Unauthorised expenditure is
accounted for as an expense in the Statement of Financial Performance and where recovered, it is
subsequently accounted for as revenue in the Statement of Financial Performance.

With reference to MFMA section 1(b) —a municipality’s operational and capital budgets are
divided into ‘votes’ which represent those components of the budget that have amounts
appropriated for the financial year, for different departments or functional areas. The Municipal
Budget and Reporting Regulations (MBRR) prescribe the structure and formats of municipal
budgets, including votes, in Tables Al to A10. Votes are informed by Table A3 (Budgeted Financial
Performance: revenues and expenditure by municipal vote) and Table A5 (Budgeted Capital
Expenditure by vote, standard classification and funding).Budget Table A4 (Budgeted Financial
Performance: revenue and expenditure) by implication is approved by the council and as such
must also be taken into consideration when determining unauthorised expenditure. In other
words, when considering unauthorised expenditure from an operating budget both Table A3 and
A4 (read in conjunction with the supporting table SA1) of the MBRR would have to be considered.
Overspending must also be determined in relation to each of the votes on both the operational
budget and the capital budget. Where Council has approved a virement policy that allows the
accounting officer to. make limited shifts of funds between votes, must also be taken into account.

With reference to MFMA section 1(c) — funds appropriated in a vote for a department may not be
used for purposes unrelated to the functions of that department. In other words, an accounting
officer or other official may not use funds allocated to one department for purposes of another
department or for purposes that are not provided for in the budget. Where a Council has
approved a virement policy, shifts made in accordance with that policy may be allowed, and must
be taken into account when reviewing such expenditure.

With reference to MFMA section 1(d) — in addition to appropriating funds for a department’s vote,
the Council may also appropriate funds for a specific purpose within a department’s vote, for




example, for specific training initiatives or a capital project. Funds that have been designated for a
specific purpose or project may not be used for any other purpose.

With reference to MFMA section 1(e) — the items referred to in the definition of ‘allocation’ are
national and provincial conditional grants to a municipality and other ‘conditional’ allocations to
the municipality from another municipality or another organ of state. Any use of conditional grant
funds for a purpose other than that specified in the relevant conditional grant framework is
classified as unauthorised expenditure.

With reference to MFMA section 1(f) — section 67 of the MFMA regulates the transfer of municipal
funds to organizations and bodies outside government. In terms of this section, a municipality may
only provide grants to organizations and NOT individuals. Therefore any grant to an individual is
unauthorised expenditure, unless it is in terms of the municipality’s indigent policy or bursary
scheme.

Therefore, valid expenditure decisions can only be made by council in terms of .a budget or an
adjustments budget. It follows that only the council may authorise instances of unauthorised
expenditure and council must do so through an adjustment budget. This principle is further
reiterated in section 32(2)(a)(i) of the MFMA read with regulation 25 of the MBRR which states
that unauthorised expenditure must be authorised by the municipality in an adjustments budget
that is approved by the municipal council. This is the rationale for the provisions in regulation
23(6) of the MBRR which provides the legal framework for the authorisation of unauthorised
expenditure.

“Expenditures that are NOT classified as unauthorised expenditure”

Given the definition of unauthorised expenditure, the following are examples of expenditures that
are NOT unauthorised expenditure:

a) Any over-collection on the revenue side of the budget as this is not an expenditure; and
b) “Any expenditure incurred in respect of:

(i) any of the transactions mentioned in section 11(1)(a) to (j) of the MFMA;

(ii) re-allocation of funds and the use of such funds in accordance with a council
approved virement policy;

(iii) overspending of an amount allocated by standard classification on the main budget
Table A2 (Budgeted Financial Performance: revenue and expenditure by standard
classification), as long as it does not result in overspending of a ‘vote’ on the main
budget Table A3 (Budgeted Financial Performance: revenue and expenditure by
municipal vote) and Table A4 (Budgeted Financial Performance: revenue and
expenditure (read in conjunction with supporting Table SA1) of the MBRR; and

(iv) overspending of an amount allocated by standard classification on the main budget
Table A5 (Budgeted Capital Expenditure by vote, standard classification and
funding) of the MBRR so long as it does not result in overspending of a ‘vote’ on the
main budget Table A5.




“Unauthorised expenditure on non-cash items”

Such expenditure relates to debt impairment, depreciation, asset impairment, transfers and grants
as appropriated in Table A4 (Budgeted Statement of Financial Performance: revenue and
expenditure) of the MBRR.

Although these expenditures are considered non-cash items as there is no transaction with any
service provider or supplier, an under provision during the budget compilation process is a
material misstatement of the surplus or deficit position of the municipality. This could be the
result of poor budgeting or financial management, or unknown events that gave rise to the asset
and debt impairment after the adoption of the budget. In this regard.Table A4 (Budgeted
Statement of Financial Performance: revenue and expenditure) must be read in conjunction with
supporting Table SA1 of the MBRR.

“Unforeseen and unavoidable expenditure”

Unforeseen and unavoidable expenditure is discussed in section 29 of the MFMA and reads as
follows:

a) The mayor of a municipality may in emergency or other exceptional circumstances
authorise unforeseeable and unavoidable expenditure for which no provision was made in an
approved budget.

b) Any such expenditure—

i must be.in accordance with any framework that may be prescribed;

ii. may not exceed a prescribed percentage of the approved annual budget;
iii. must be reported by the mayor to the municipal council at its next meeting; and
iv. must be appropriated in an adjustments budget.

c) If such adjustments budget is not passed within 60 days after the expenditure was
incurred, the expenditure is unauthorised and section 32 applies.

The framework referred to in section 29(2)(a) of the MFMA is prescribed in chapter 5 of the MBRR,
and contained in regulation 71 and 72. The following shall apply:

i the amount the mayor authorised as unforeseen and unavoidable expenditure
exceeds the monetary limits set in regulation 72 of the MBRR, the amount in
excess of the limit is unauthorised;

ii. the reason for the mayor authorising the unforeseen and unavoidable expenditure
does not fall within the ambit of regulation 71(1) of the MBRR, the expenditure is
unauthorised;

iii. the reason for the mayor not authorising the unforeseen and unavoidable
expenditure falls outside the ambit of regulation 71(2) of the MBRR, the
expenditure is unauthorised; and




iv. the council does not appropriate the expenditure in an adjustments budget that is
passed within 60 days after the expenditure was incurred, the expenditure is
unauthorised.

“Irregular expenditure” occurs in the following circumstances:

a) Where the expenditure concerned is incurred by the municipality or a municipal entity in
contravention of, or that is not in accordance with, a requirement of the Act, and which
has not been condoned in terms of section 170 thereof. In terms of section 170 of the Act,
National Treasury may, on good grounds, approve a departure from a treasury regulation
or from any condition imposed in terms of the Act. Non-compliance with a regulation made
in terms of section 168 or with a condition imposed by the National Treasury in terms of
the Act may, on good grounds shown, also be condoned by the National Treasury.

b) Expenditure incurred by the municipality or a municipal entity in contravention of, or that
is not in accordance with, a requirement of the Municipal Systems Act, and which has not
been condoned in terms of that Act;

c) Expenditure incurred by the municipality in contravention of, or that is not in accordance
with, a requirement of the Public Office-Bearers Act, 1998 (Act No. 20 of 1998); or

d) Expenditure incurred by the municipality or municipal entity in contravention of, or that is
not in accordance with, a requirement of the supply chain management policy of the
municipality or entity or any of the municipality’s by-laws giving effect to such policy, and
which has not been condoned in terms of such policy or by-law, but excludes expenditure
by a municipality which falls within the definition of “unauthorised expenditure”.

The accounting officer may, in terms of section 36(1)(b) of the Municipal Supply Chain
Management Regulations, ratify any minor breaches of the procurement processes by an official
or committee acting in terms of delegated powers or duties which are purely of a technical nature.
The accounting officer. must record the reasons for any deviations and report them to the next
meeting.of the council or board of directors in the case of a municipal entity, and include same as
a note to the annual financial statements.

Irregular expenditure is expenditure that is contrary to the Municipal Finance Management Act
(Act No. 56 of 2003), the Municipal Systems Act (Act No. 32 of 2000), the Remuneration of Public
Office Bearers Act (Act No.20 of 1998) or is in contravention of the municipality’s supply chain
management policy.  Irregular expenditure excludes unauthorised expenditure. Irregular
expenditure is accounted for as expenditure in the Statement of Financial Performance and where
recovered, it is subsequently accounted for as revenue in the Statement of Financial Performance.

A “vote” means one of the main segments into which a budget of a municipality is divided for the
appropriation of money for the different departments or functional areas of the municipality and
which specifies the total amount that is appropriated for the purposes of the department or
functional area concerned.

“Overspending” occurs in the following circumstances:




a) where the operational or capital expenditure incurred by the municipality during a financial
year exceeds the total amount appropriated in that year’s budget for operational or capital
expenditure, as the case may be;

b) in relation to a vote, in the event of expenditure exceeding the amount appropriated for
that vote; or

c) where expenditure pending the approval of the budget of the municipality exceeds the
amount permissible in terms of section 26(5) of the Act. In terms of this sub-section, funds
withdrawn from a municipality’s bank accounts in terms of sub-section (4) may be used
only to defray current and capital expenditure in connection with votes for which funds
were appropriated in the approved budget for the previous financial year and any
withdrawal may not, during any month, exceed eight per cent of the total amount
appropriated in that approved budget for current expenditure, which percentage must be
scaled down proportionately if revenue flows are_.not at least at the same level as the
previous financial year and exceed the amount actually-available.

“Fruitless and wasteful expenditure”

The Act defines “fruitless and wasteful expenditure” as expenditure that was made in vain and
would have been avoided had reasonable care been exercised. Fruitless and wasteful expenditure
is expenditure that was made in vain and would have been avoided had reasonable care been
exercised. Fruitless and wasteful expenditure is accounted for as expenditure in the Statement of
Financial Performance and where recovered, it is-subsequently accounted for as revenue in the
Statement of Financial Performance.

5. Recovery " of unauthorised, irregular, fruitless and wasteful
expenditure

Section 32 (2) of the Act provides that the municipality must recover unauthorised, irregular or
fruitless and wasteful expenditure from the person liable for that expenditure unless that
expenditure is:

a) in the case of unauthorised expenditure, authorised in an adjustments budget or certified
by the council, afteriinvestigation by a council committee, as irrecoverable and written off
by the council; and

b) in the case of‘irregular or fruitless and wasteful expenditure, is after investigation by a
council committee, certified by the council as irrecoverable and written off by the council.

6. Role of council’s Municipal Public Accounts Committee(MPAC)

In terms of section 74 the Municipal Budget and Reporting Regulations contained in Government
Notice 393 of 17 April, 2009, a council committee appointed to investigate the recoverability or
otherwise of any unauthorised, irregular or fruitless and wasteful expenditure must consider —

a) the measures already taken to recover such expenditure;




b) the cost of the measures already taken to recover such expenditure;

c) the estimated cost and likely benefit of further measures that can be taken to recover such
expenditure; and

d) submit a motivation explaining its recommendation to the council for a final decision.

The municipal manager must provide the committee concerned with such information it may
require for the purpose of conducting a proper investigation.

The aforesaid committee may only comprise councillors and should not include political office
bearers of the municipality. At least 3 councillors are required to constitute a committee.

It should be noted that the council is required by resolution to certify that the expenditure
concerned is considered irrecoverable and that it should be written off. This power may not be
delegated by the council.

An audit committee established in terms of section 166 of the Act is not precluded from assisting
the appointed committee with its deliberations.

7. Writing off of unauthorised, irregular, fruitless and wasteful
expenditure is no excuse in criminal and disciplinary proceedings

In terms of section 32 (5) of the Act, the writing off of any unauthorised, irregular or fruitless and
wasteful expenditure as irrecoverable, is no excuse in criminal or disciplinary proceedings against a
person charged with the commission of an offence or a breach of the Act relating to such
unauthorised, irregular or fruitless and wasteful expenditure.

8. Liability of political office bearers for unauthorised expenditure

Without limiting liability in terms of the common law or other legislation, a political office-bearer
of the municipality is, in terms of section 32(1)(a) of the Act, liable for unauthorised expenditure if
that office-bearer either knowingly or after having been advised by the accounting officer that the
expenditure concerned is likely to result in unauthorised expenditure, instructed an official of the
municipality to incur such expenditure.

The Act defines a “political office-bearer” as the speaker, mayor or a member of the executive
committee of a municipality elected, designated or appointed in terms of a specific provision of
the Municipal Structures Act, 1998.

9. Liability for unauthorised expenditure deliberately or negligently
incurred

Section 32 (1) (b) (c) and (d) of the Act provides that, without limiting liability in terms of the
common law or other legislation:

a) the accounting officer is liable for unauthorised expenditure deliberately or negligently
incurred by him or her, subject to section 32 (3). The accounting officer accordingly incurs
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b)

liability for unauthorised expenditure deliberately or negligently incurred unless he / she
informs the council or the mayor, as the case may be, in writing that a decision which has
been taken, if implemented, is likely to result in unauthorised expenditure;

any political office-bearer or official of the municipality who deliberately (intentionally) or
negligently (failed to take adequate care) committed, made or authorised an irregular
expenditure, is liable for that expenditure; or

any political office-bearer or official of the municipality who deliberately or negligently
made or authorised a fruitless and wasteful expenditure is liable for that expenditure.

An “official” of the municipality has a wider meaning than an employee or staff member of the

municipality and includes -

a)
b)

c)

an employee of a municipality;

a person seconded to the municipality to work as a member of the staff of the
municipality; or

a person contracted by a municipality to work as a member of the staff of the municipality
otherwise than as an employee.

10. Reporting of unauthorised, irregular or fruitless and wasteful

expenditure

Section 32 (4) of the Act requires the accounting officer to promptly inform the mayor, the MEC

for local government and the Auditor-General, in writing, of -

a)

b)

c)

any unauthorised, irregular or fruitless and wasteful expenditure incurred by the
municipality;

whether any person is responsible or under investigation for such unauthorised, irregular
or fruitless and wasteful expenditure; and

the steps that have been taken -

i to recover or rectify such expenditure; and

ii. to prevent a recurrence of such expenditure.

11. Reporting of irregular expenditure, theft and fraud

Section 32 (6) of the Act obliges the accounting officer to report to the South African Police Service

all cases of alleged -

a)
b)

irregular expenditure that constitute a criminal offence; and
theft and fraud that occurred in the municipality.

The council must, in terms of section 32(7) of the Act and through the mayor, take all reasonable

steps to ensure that all cases of irregular expenditure incurred as a result of a criminal offence,

theft and fraud are reported to the South African Police Service if -

a)

the charge is against the accounting officer; or
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b) the accounting officer failed to comply with section 32(6) (referred to above) of the Act.

12. Remuneration of councillors and irregular expenditure

Section 167 (1) of the Act provides that a municipality may remunerate its political office-bearers
(speaker/mayor) and members of its political structures (councillors), but only -

a) within the framework of the Remuneration of Public Office-Bearers Act, 1998 (Act No. 20
of 1998), setting the upper limits of the salaries, allowances and benefits for those political
office-bearers and members; and

b) in accordance with section 219 (4) of the Constitution.

Section 167(2) of the Act provides that any remuneration paid or given in cash or in kind to a
person as a political office-bearer or as a member of a political structure of a municipality
otherwise than in accordance with sub-section (1), including any bonus, bursary, loan, advance or
other benefit, is an irregular expenditure, and the municipality -

a) must, and has the right to, recover that remuneration from the political office-bearer or
member concerned; and

b) may not write-off any expenditure incurred by the municipality in paying or giving that
remuneration. It should be noted that the Government Notice increasing the upper limits
of the salary and allowances of councillors normally contains'the following preamble:

“The salary and allowances of a member of a municipal council is determined by that municipal
council by resolution of a supporting vote of a municipality of its members, in consultation with the
member of the Executive Council responsible for local government in the province concerned,
having regard to the upper limits as set out hereunder, the financial year of municipal councils, and
the affordability of municipal councils to pay within the different levels of remuneration of
councillors”.

For ‘purposes of implementing this Government Notice, “in consultation with” means that
municipalities will require the concurrence of the member of the Executive Council responsible for
local government in the province concerned.”

The above preamble has the effect that irregular expenditure will occur in the event of councillor
salaries and allowances being increased prior to the consideration of a report thereon by the
council on such adjustment, budgetary provision, affordability and the adoption of the required
resolution. Irregular expenditure will also occur in the event of existing salaries and allowances
being increased without prior consultation with the MEC for local government in the province.

It should further be noted that the municipality is obliged to recover any irregular expenditure
from councillors and that same cannot be written off as irrecoverable.

In the case of the overpayment of salaries and allowances, this recovery may be by way of set-off
from subsequent similar payments due to the councillors concerned.
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13. Irregular staff appointments

a) Section 66 (3) of the System Act provides that no person may be employed in a
municipality unless the post to which he or she is appointed, is provided for in the staff
establishment of the municipality as approved by the council.

b) If a person is employed contrary to subparagraph (a), the decision to employ such person
as well as the ensuing contract of employment between the parties is null and void and of
no force or effect.

c) Any person who takes a decision contemplated in subparagraph (a) knowing that such
decision is unlawful, may he held personally liable for any irregular or fruitless and wasteful
expenditure that the municipality may incur as a result of such invalid decision.

14. Enforcing proper financial management through disciplinary,
criminal and civil proceedings

The Act seeks to secure compliance with its provisions by creating both acts of misconduct, dealt
with in disciplinary proceedings, and offences, which are prosecuted-in criminal proceedings.

As pointed out above, section 62 (1)(e) of the Act provides that the accounting officer of a
municipality is responsible for managing the financial administration of the municipality and
he/she must, for this purpose, inter alia, take all reasonable steps to ensure that disciplinary or,
when appropriate, criminal proceedings are instituted against any official of the municipality who
has allegedly committed an-act of financial misconduct or an offence in terms of Chapter 15. The
accounting officer has discretionary power to institute criminal proceedings against the official
concerned. No discretionary power exists with regard to the taking of disciplinary action. The final
decision to institute criminal proceedings will, however, lie with state prosecuting authorities.

The taking of disciplinary action against an official who allegedly committed an act of financial
misconduct is not a bar against the laying of a criminal charge based on the same facts and a
criminal prosecution does not bar the municipality from instituting disciplinary action against such
official.

The course of action to be adopted will depend on the seriousness of the alleged act of
misconduct, the prevalenceof such conduct in the municipality and the provisions of the council’s
fraud and anti-corruption policies. It is essential for a consistent approach to the taking of
disciplinary action and'the institution of criminal proceedings to be adopted and implemented.

Disciplinary proceedings

The Act defines specific acts of misconduct for accounting officers, chief financial officers’, other
senior managers or officials who have delegated powers or duties in the area of financial
management.

Section 171(1) of the Act provides that an act of financial misconduct is committed by a municipal
manager if he or she deliberately or negligently commits one of the following acts:
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a) contravenes any provision of the Act;

b) fails to comply with a duty imposed on an accounting officer under the Act;

c) makes, permits or instructs another municipal official to make an unauthorised, irregular,
or fruitless and wasteful expenditure; or

d) provides incorrect or misleading information in any document that must be supplied in
terms of the Act to the mayor, the council, the Auditor-General, any other organ of state
(such as the provincial treasury) or the public.

The chief financial officer also commits an act of misconduct when he or she deliberately or
negligently fails to carry out any delegated duty, or contravenes or failsto.comply with a condition
of a delegated power or duty. A chief financial officer may not make, permit or instruct another
municipal official to incur unauthorised, irregular, or fruitless and wasteful expenditure, or provide
incorrect or misleading information to the accounting officer for incorporation into any written
report which must be submitted to the mayor or the<council, the Auditor-General, National
Treasury, any other organ of state or be made public. Any of these acts constitute acts of
misconduct. Similar acts of misconduct are created for senior managers and other officials
exercising management responsibilities.

A “senior manager” is a manager referred to in section 56 of the Municipal Systems Act, namely a
manager directly accountable to the municipal. manager.

Once allegations of financial misconduct have been made against the accounting officer, the chief
financial officer, a senior manager or any officials, the municipality (presumably the council as
political structure) must cause the matter to be investigated. This duty does not arise where these
allegations are frivolous (not serious), vexatious (without ground and aimed at causing annoyance
or embarrassment); speculative on obviously unfounded. In the event that allegations are made
against an official other than the‘accounting officer, the latter must oversee the investigation. If
the accounting officer is the accused, the mayor bears the responsibility of overseeing the
investigation.

If the investigation reveals a prima facie case of financial misconduct, the municipality must
institute disciplinary proceedings against the responsible officer in accordance with the systems
and procedures referred to in section 67 of the Municipal Systems Act, read with Schedule 2 of
that Act (the staff code of conduct) (in the case of the accounting officer, by the mayor and, in the
case of other staff, by the accounting officer).

Section 67(1) of the Municipal Systems Act provides that a municipality, in accordance with
applicable law and subject to any applicable collective agreement, must develop and adopt
appropriate systems and procedures to ensure fair, efficient, effective and transparent personnel
administration including those relating to disciplinary procedures. These systems and procedures
apply to a person referred to in section 57 of this Act (i.e. managers directly accountable to the
municipal manager), except to the extent that they are inconsistent with that person’s
employment contract.
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Disciplinary action against an official on the grounds of financial misconduct will normally be
undertaken in terms of the Disciplinary Procedure and Code of the South African Local
Government Bargaining Council (the Disciplinary Code). This Code is not entirely suitable for
disciplinary action against senior staff of a municipality and particularly the accounting officer. The
fact that the municipality (the council) must cause alleged acts of misconduct by the accounting
officer and senior managers to be investigated is in conflict with the provisions of the Code. In the
absence of any contractual provisions in the employment contracts of these staff members
regulating disciplinary matters, the provisions of the Code must, however, be applied.

Section 29 of the Municipal Performance Regulations for Municipal‘Managers and Managers
directly accountable to Municipal Managers, 2006 contained in GN R805 of 1 August 2006 reads as
follows:

“29. The employer will be entitled to terminate the employee’s employment contract for any
sufficient reason recognized by law, provided that the employer must comply with its disciplinary
code and procedures, in the absence of which the disciplinary .code and procedures of the South
African Local Government Bargaining Council will apply, as well as in accordance with the Labour
Relations Act, 1995 (Act No. 66 of 1995). “

The Disciplinary Procedure and Code must.be read in conjunction with the Code of Conduct for
Municipal Staff contained in Schedule 2 to the Municipal Systems Act and it is essential for charges
of alleged financial misconduct to accurately describe the alleged transgressions.

The Disciplinary Code contains several acts of misconduct by staff which could constitute financial
misconduct and it is possible to institute disciplinary action against an accounting officer and
senior manager without reference to the acts of financial misconduct referred to in section 171(1)
of the Act.

Criminal proceedings

Certain acts committed by councillors, the chief financial officer, senior managers and other
officials are deemed to constitute criminal conduct. The seriousness of these offences is apparent
from the fact that any offence in terms of section 173 of the Act carries a prison sentence of up to
five years or an appropriate fine determined in terms of applicable legislation.

A wide array of conduct is subject to criminal sanction.
(1) The accounting officer of a municipality is guilty of an offence if he or she -

a) deliberately or in a grossly negligent way -
i contravenes or fails to comply with a provision of section 61 (2) (b), 62 (1), 63 (2) (a)
or (c), 64 (2) (a) or (d) or 65 (2) (a), (b), (c), (d), (f) or (i);
ii. fails to take reasonable steps to implement the municipality’s supply chain
management policy referred to in section 111;
iii. fails to take all reasonable steps to prevent unauthorised, irregular or fruitless and
wasteful expenditure; or
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iv. fails to take all reasonable steps to prevent corruptive practices -
(aa) in the management of the municipality’s assets or receipt of money; or
(bb) in the implementation of the municipality’s supply chain management policy;

b) deliberately misleads or withholds information from the Auditor-General on any bank
accounts of the municipality or on money received or spent by the municipality; or

c) deliberately provides false or misleading information in any document which in terms of a
requirement of this Act must be -

(aa) submitted to the Auditor-General, the National Treasury or any other organ of
state; or

(bb) made public.

Three elements of the above offences require closer attention. Firstly, the actus.reus (the
voluntary and wrongful act or omission that constitutes the physical components of a crime) can
either be an act or an omission. An “act” consists of a direct contravention of a'legal provision,
while an 'omission' consists of the failure to comply with a positive duty imposed by statute. In
proving the actus reus, there must be evidence that, for example, a municipality did not have or
maintain "a management, accounting and information system that accounts for the assets and
liabilities of the municipality”. This is an objective assessment. The second element of the offence
is the establishment of a causal link between any action or omission by the accounting officer and
the objective state of affairs. It must be shown that the officer either acted contrary to a provision
or failed to take all reasonable steps required by a provision. Once the actus reus elements have
been established, the mens.rea must be proved; the action or omission must either have been
deliberate or the result of gross negligence.

Given the high premium placed on the supervisory roles of the Auditor-General, the National
Treasury and the province, the deliberate misleading or withholding of information from them,
has been criminalised. The accounting officer may not deliberately mislead or withhold
information from the Auditor-General on any municipal bank account or on money received or
spent. Likewise, the accounting officer may not deliberately provide false or misleading
information in any document which must be submitted to the Auditor-General, the National
Treasury, or any other organ of state, or made public.

Civil proceedings

Losses or damages suffered by the municipality because of an act committed or omitted by an
official constitutes a debt owing to the municipality and must be recovered from such an official if
that official is liable in law.

The accounting officer must determine the amount of the loss or damage and, in writing, request
that official to pay such amount within 30 days or in reasonable instalments. If the official fails to
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comply with the request, the matter must be handed to the municipality’s attorneys for the
recovery of the loss or damage plus accrued interest through civil process.

15. Offences by councillors

In terms of section 173(4) of the Act, a councillor is guilty of an offence if he or she-

a) deliberately influences or attempts to influence the accounting officer, the chief financial
officer, a senior manager or any other official of the municipality to contravene a provision
of the Act or to refrain from complying with a requirement of this Act;

b) interferes in the financial management responsibilities and functions assigned in terms of
the Act to the accounting officer of the municipality or delegated to the chief financial
officer of the municipality in terms of the Act;

c) interferes in the financial management responsibilities and functions assigned in terms of
the Act to the accounting officer of a municipal.entity under the sole or shared control of
the municipality; or

d) interferes in the management or operational activities of a municipal entity under the sole
or shared control of the municipality.

16. Criminal sanctions - councillors, senior managers and other officials

Councillors and officials of the municipality are also subject to criminal sanctions if they:

Section Offence

79 Deliberately or in a grossly negligent* way contravene or fail to comply with a
condition of a delegation of power.

173(5)(a) Deliberately or in a grossly negligent way impede an accounting officer from
complying with a provision of the Act.

173(5)(b) Deliberately or in a grossly negligent way give incorrect, untrue or misleading
information material to an investment decision relating to borrowing by the
municipality.

173(5)(b) lllegally withdraw money from a municipal bank account.

173(5)(d) Fail to disclose material information when the municipality borrows money.

173(5)(e) Interfere in the supply chain management system.

173(5)(f) Provide false or misleading information for the purposes of any document

which must in terms of a requirement of the Act be submitted to the council,
mayor or accounting officer, the Auditor-General, the National Treasury or be

made public.

17



* Gross negligence is a conscious and voluntary disregard of the need to use reasonable care,
which is likely to cause foreseeable grave injury or harm to persons, property, or both. It is
conduct that is extreme when compared with ordinary negligence, which is a mere failure to
exercise reasonable care.

17. Civil liability of municipality, political structures, office bearers and
officials

The Act exempts municipalities, their political structures, office-bearers or officials from civil
liability for any loss or damage resulting from the exercise of any power or the performance of any
function in terms of the Act, provided same was done in good faith. Without limiting liability in
terms of the common law or other legislation, a municipality may recover from its political office
bearers and officials, any loss or damage suffered by-it because of their deliberate or negligent
unlawful actions when performing a function of office.

18. Process to be followed when dealing with unauthorised, irregular,
fruitless and wasteful expenditure

18.1 Unauthorised expenditure

In considering authorisation of unauthorised expenditure, council must consider the following
factors:

a) Has the matter been referred to Council for a determination and decision?

b) Has the nature, extent, grounds and value of the unauthorised expenditure been
submitted to.Council?

c) Has the incident been referred to a council committee for investigation and
recommendations?

d) Has it been established whether the accounting officer or official or public office bearer
that made, permitted or authorised the unauthorised expenditure acted deliberately or in
a negligent or grossly negligent manner?

e) Has the accounting officer informed Council, the mayor or the executive committee that a
particular decision would result in an unauthorised expenditure as per section 32(3) of the
MFMA?

f) Are there good grounds shown as to why an unauthorised expenditure should be
authorised? For example:

i the mayor, accounting officer or official was acting in the best interests of the
municipality and the local community by making and permitting unauthorised
expenditure;

ii. the mayor, accounting officer or official was acting in good faith when making and
permitting unauthorised expenditure; and

iii. the municipality has not suffered any material loss as a result of the action.
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In these instances, the council may authorise the unauthorised expenditure. If unauthorised

expenditure is approved by council, there would be no further consequences for the political

office-

18.2

bearers or officials involved in the decision to incur the expenditure.

Adjustments budgets to authorise unauthorised expenditure

Section 15 of the MFMA provides that a municipality may incur expenditure only in terms of an
approved budget. This is confirmed by section 32(2)(a)(i) of the MFMA that provides that council
may only authorise unauthorised expenditure in an adjustments budget.

Sections 28(c) and 28(g) of the MFMA, read together with regulations 23(1), 23(2), 23(4) and 23(6)
of the MBRR, discusses when council may authorise unauthorised expenditure in an adjustments

budget. This can be addressed in three different adjustments budgets as follows:

a)

b)

c)

Adjustments budget for unforeseen and unavoidable expenditure: An adjustments budget
to allow council to provide ex post authorisation for unforeseen and unavoidable
expenditure that was authorised by the mayor in terms of section 29 of the MFMA must be
tabled in council at the “first available opportunity” or within the 60 days after the
expenditure was incurred (see section 29(3) of the MFMA). Should either of these
timeframes be missed, the unforeseen and unavoidable expenditure must be treated in
the same manner as any other type of unauthorised expenditure, and may still be
authorised in one of the other adjustments budgets process described below.
Main adjustments budget: In terms of regulation-23(6)(a) of the MBRR, council may
authorise unauthorised-expenditure in the adjustments budget which may be tabled in
council “at any _time after the mid-year budget and performance assessment has been
tabled in the'council, but not later than 28 February of the current year”. Therefore
unauthorised expenditure that occurred in the first half of the current financial year may
be authorised by council in this adjustments budget. Where unauthorised expenditure
from this period is not identified or investigated in time to include in this adjustments
budget, it must be held over to the following adjustments budget process noted below.
Special adjustments budget to authorise unauthorised expenditure: In terms of regulation
23(6)(b) of the MBRR, council may authorise unauthorised expenditure in a special
adjustments budget tabled in council when the mayor tables the annual report in terms of
section 127(2) of the MFMA. This special adjustments budget “may only deal with
unauthorised expenditure from the previous financial year which the council is being
requested to authorise in terms of section 32(2)(a)(i) of the Act.” This special adjustments
budget therefore deals with:

i unauthorised expenditure that occurred in the first half of the previous financial
year that was not included in the main adjustments budget or that was included
but referred back for further investigation or further information;

ii. unauthorised expenditure that occurred in the second half of the previous
financial year, and

iii. any unauthorised expenditure identified by the Auditor-General during the annual
audit process.
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The timing of this special adjustments budget requires:

i the municipality to report all the unauthorised expenditure in its annual financial
statements (thus ensuring transparency regarding its performance with
implementing the budget);

ii. the Auditor-General to audit the municipality’s disclosure of its unauthorised
expenditure and to add any further unauthorised expenditure identified in the
audit process; and

iii. sufficient time (but also places a time limit) for instances of unauthorised
expenditure to be properly investigated before being presented to council for a
decision on whether or not to authorise it; the investigation is normally done by a
council committee.

18.3 Recovery of unauthorised expenditure

All instances of unauthorised expenditure must be recovered from the liable official or political
office-bearer, unless the unauthorised expenditure has been authorised by council in an
adjustments budget.

Once it has been established who is liable for the unauthorised expenditure, the accounting officer
must, in writing, request that the liable official or political office-bearer pay the amount within 30
days or in reasonable instalments. If the person fails to comply with the request, the matter must
be handed to the municipality’s legal division for the recovery of the debt through the normal debt
collection process.

18.4 Irregular expenditure

In terms of section 32(2)(b) irregular expenditure may only be written-off by Council if, after an
investigation by a council committee, the irregular expenditure is certified as irrecoverable. In
other words writing-off is not a primary response, it is subordinate to the recovery processes, and
may only take place if the irregular expenditure is certified by Council as irrecoverable, based on
the findings of an investigation.

With reference to (a) as defined, - in terms of section 170 of the MFMA, only the National Treasury
may condone non-compliance with a regulation issued in terms of the MFMA or a condition
imposed by the Act itself: The municipal Council therefore has no power in terms of the MFMA to
condone any act of non-compliance in terms of the MFMA or any of its regulations. The treatment
of expenditure associated with the non-compliance is therefore the responsibility of the Council
and is elaborated on page 10.

With reference to (b) as defined — there is no provision in the MSA that allows for a contravention
of the Act to be condoned. Nevertheless, should a municipality wish to request that an act of non-
compliance with any provision of the MSA be condoned, then the accounting officer should
address the request to the Minister of Co-operative Governance and Traditional Affairs, who is
responsible for administering the MSA. The resultant expenditure should however be dealt with in
terms of section 32(2) of the MFMA.
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With reference to (c) as defined — there is no provision to allow irregular expenditure resulting
from a contravention of the Public Office-Bearers Act to be condoned. This is consistent with
section 167(2) of the MFMA, which provides that such irregular expenditure cannot be written-off
and must be recovered from the political office-bearer concerned.

With reference to (d) as defined — a council may condone a contravention of the council approved
SCM policy or a by-law giving effect to such policy, provided that the contravention, is not also a
contravention of the MFMA or the SCM regulations, in which case (a) applies and then only
National Treasury can condone a contravention of the SCM regulations. Any such requests must
be accompanied by a full motivation and submitted to mfma@treasury.gov.za for consideration.

Once the Accounting Officer or Council becomes aware of any allegation of irregular expenditure,
such allegation may be referred to the municipality’s own<Internal Audit Unit or any other
appropriate investigative body for investigation, to determine whether or not grounds exist for a
charge of financial misconduct to be laid against the official liable for the expenditure.

18.5 Ratification of minor breaches of the procurement process

In terms of regulation 36(1)(b) of the Municipal Supply Chain Management Regulations, the supply
chain policy of a municipality may allow the accounting officer to ratify any minor breaches of the
procurement processes by an official or committee acting in terms of delegated powers or duties
which are purely technical in nature. Where a municipality’s supply chain management policy does
not include this provision the accounting officer cannot exercise this ratification power. It is
important to note that the-accounting officer can only rely on this provision if the official or
committee who committed the breach had the delegated authority to perform the function in
terms of the municipality’s adopted System of Delegations, which must be consistent with the
MFMA and its regulations. The process to deal with minor breaches of the SCM policy is contained
in a flowchart, refer.to (Annexure B).

Note that the accounting officer may only ratify a breach of process, and not the irregular
expenditure itself, which means that the ‘irregular’ expenditure will still remain irregular. The
responsibility to ratify the actual irregular expenditure vests with the Council and processes to
deal with such matters are outlined in section 32(2) of the MFMA read together with Regulation
74 of the MBRR.

Regulation 36(2) of the SCM regulations states that the accounting officer must record the reasons
for any deviations and report to the next Council meeting, and disclose this expenditure in a note
to the annual financial statements. The emphasis is on recording the “reasons for any deviations
and the associated expenditure”.

All breaches of a municipality’s SCM policy will result in irregular expenditure, in the event that
expenditure is incurred; the monetary value of this irregular expenditure is not relevant. The issue
of whether the breach is minor or material relates to the nature of the breach and the intent of
those responsible for the breach; not to the monetary value thereof.
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In terms of regulation 36 of the SCM Regulations, the accounting officer is responsible for deciding
whether a particular breach of procurement processes is minor or material. In exercising this
discretion the accounting officer must be guided by:

a) the specific nature of the breach: is it simply technical in nature, not impacting in any
significant way on the essential fairness, equity, transparency, competitiveness or cost
effectiveness of the procurement process?

b) the circumstance surrounding the breach: are the circumstances justifiable or, at least,
excusable?

c) theintent of those responsible for the breach: were they acting in good faith?

d) the financial implication as a result of the breach: what was the extent of the loss or
benefit?

The accounting officer would have to consider the merits of each breach of the procurement
processes and take a decision as to whether it should be classified as a minor or material breach.

Note that this category only covers breaches of procurement processes in the municipality’s SCM
policy and not breaches of other legislation or regulations.

It is important to emphasise that, in terms of the regulation 36 of the SCM Regulations, only the
accounting officer can consider the ratification.of minor breaches of procurement processes that
are purely of a technical nature.

It is advisable that the accounting officer implement appropriate processes in the municipality’s
SCM policy to investigate the nature of the breach so that an informed decision on corrective
action can be made. In the event that a breach falls outside the classification of a minor breach,
the accounting officer cannot follow the remedy contained in regulation 36 (1) (b).

The MFMA and the SCM regulations do not specify what these processes should be, however, it is
recommended that Council investigate the nature of the breach through its Internal Audit Unit or
any other investigation body and adopt corrective action as recommended by the Audit
Committee.

The SCM regulation 36(2) specifies a separate process for reporting the ratification of minor
breaches to council, after they have been ratified by the accounting officer. The findings of any
investigation must be reported to the accounting officer for consideration when making a decision
in this regard. It is important to maintain documentary evidence for audit purposes

18.6 Disciplinary charges for irregular expenditure

If, after having followed a proper investigation, the council concludes that the political office-
bearer or official responsible for making, permitting or authorising irregular expenditure did not
act in good faith, then the municipality must consider instituting disciplinary action and/or criminal
charges against the liable person/s.
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If the irregular expenditure falls within the ambit of the above description, then the council, mayor
or accounting officer (as may be relevant) must institute disciplinary action as follows:

a) Financial misconduct in terms of section 171 of the MFMA: in the case of an official that
deliberately or negligently:

i contravened a provision of the MFMA which resulted in irregular expenditure; or
ii. made, permitted or authorised an irregular expenditure (due to non-compliance
with any of legislation mentioned in the definition of irregular expenditure);

b) Breach of the Code of Conduct for Municipal Staff Members: in the case of an official
whose actions in making, permitting or authorizing an irregular expenditure constitute a
breach of the Code; and

c) Breach of the Code of Conduct for Councillors: in the case of a political office-bearer,
whose actions in making, permitting or authorizing an irregular expenditure constitute a
breach of the Code. This would also include instances where a councillor knowingly voted
in favour or agreed with a resolution before council that contravened legislation resulting
in irregular expenditure when implemented, or where the political office-bearer
improperly interfered in the management or administration of the municipality.

18.7 Criminal charges arising from an act of irregular expenditure

If, after following a proper investigation, the council concludes that the official or political office-
bearer responsible for making, permitting or authorising an instance of irregular expenditure
acted deliberately or negligently, then the Council must institute disciplinary procedures and lay
criminal charges against the liable official or political office-bearer.

The irregular expenditure was the result of a breach of the definition of irregular expenditure it
must be considered in terms of section 173 of the MFMA.

18.8 Recovery of irregular expenditure

All instances of irregular expenditure must be recovered from the liable official or political office-
bearer, unless the expenditure is certified by the municipal council, after investigation by a council
committee, as irrecoverable and is written off by the council. In other words, the expenditure that
is written off is therefore condoned.

Irregular expenditures resulting from breaches of the Public Office-Bearers Act is an exception in
that the irregular expenditure must be recovered from the political office-bearer to whom it was
paid, who might not have been responsible for making, permitting or authorising the irregular
expenditure.

Once it has been established who is liable for the irregular expenditure, the accounting officer
must in writing request that the liable political office-bearer or official pay the amount within 30
days or in reasonable instalments. If the person fails to comply with the request, the matter must
be recovered through the normal debt collection process of the municipality.

18.9 Fruitless and wasteful expenditure
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The processes to respond appropriately to fruitless and wasteful expenditure are similar to the
following three processes outlined for irregular expenditure:

a) disciplinary charges against officials and political office bearers;
b) criminal charges against officials and political office-bearers; and
c) recovery of the fruitless and wasteful expenditure from the liable persons.

The description of the categories of irregular expenditure in the above three instances can be
applied directly to fruitless and wasteful expenditure. The difference is that fruitless and wasteful
expenditure can arise in any circumstance and is not dependent on non-compliance with any
legislation.

Council should follow section 32(2)(b) of the MFMA when dealing with instances of fruitless and
wasteful expenditure.

18.10 Register of unauthorised, irregular, fruitless and wasteful expenditure

All instances of unauthorised, irregular, fruitless.and wasteful expenditures must be reported to
the mayor, the MEC for local government in the province, the Auditor-General, disclosed in the
annual report, and to council as required by section 32(4) and 74 of the MFMA. This disclosure will
assist in addressing challenges relating to expenditure control and transparent reporting in order
to strengthen accountability.

The introduction of a ‘register’ to capture unauthorised, irregular, fruitless and wasteful
expenditure will ensure that financial management in municipalities is improved, resulting in
better audit outcomes.

All municipalities need to do all they can to prevent prohibited expenditures. The accounting
officer also needs to make sure that the municipality has proper processes in place to record and
manage prohibited expenditures, should they occur. Therefore, as part of complying with section
62(1)(d) of the MFMA, the accounting officer (who may delegate the task to the chief financial
officer) must set-up and maintain a Register of Unauthorised, Irregular, Fruitless and Wasteful
Expenditures.

Annexure A sets out the 'minimum information that should appear in such a Register.
Municipalities are free to-add more detail should they deem this necessary. The aim of the
Register is also to serve as a tool for recording all unauthorised, irregular, fruitless and wasteful
expenditures and for tracking progress in dealing with the consequences flowing from such
expenditures until all the issues that gave rise to the expenditures are properly resolved in
accordance with the legal framework.

Municipalities are required to implement a register of unauthorised, irregular, fruitless and
wasteful expenditure from 1 July 2013, for all transactions falling within this category and ensure it
is updated on a continuous basis. This information will allow management to address such matters
more thoroughly and within appropriate timeframes.
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REVISION CHECKLIST

Approved per Council Resolution
Reviewed per Council Resolution
Reviewed per Council Resolution
Reviewed per Council Resolution
Reviewed per Council Resolution
Reviewed per Council Resolution

Reviewed per Council Resolution

34/05/2013
90/05/2014
3/05/2015

03/06/2016
03/03/2017
03/05/2018

./../2019

dd
dd
dd
dd
dd
dd
dd

31 May 2013
30 May 2014
25 May 2015
31 May 2016
31 May 2017
31 May 2018

... 2019

25



Register of Unauthorised, Irregular, Fruitless and Wasteful Expenditure

ANNEXURE A

Umsobomvu Municipality

No - o Transaction details Person Type of Status
> S Amount Description of Incident Liable Prohibited
S 3 'g ] - E 5 (Official or Expenditure ul | DP cc TR P | WO | General
23 o3 o g g5 Political comments
83 ﬁga s> | =5 Office
° T o ogF ez Bearer)
(a1
Abbreviations:
ul: Irregular expenditure Under Investigation
DP: Disciplinary process initiated against responsible person
CC: Criminal charges laid with. SAPS
TR: Transferred to receivables for recovery
P: Paid or in process of paying in.instalments
WO:  Written-off by council as irrecoverable
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SCM REGULATION 36 (1)(B) ANNEXURE B

Q1) Was there a Transaction?

Q2) Was there a breach of SCM policy?

Always follow reporting
prescripts

Continue with normal SCM process to

. award contract
Irregular Expenditure
Other breaches

(follow process in Annexure C)

. Otherwise use
Otherwise municipalities adopted
use municipalities system of delegations
adopted system of
delegations
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IRREGULAR EXPENDITURE STEP BY STEP PROCESS ANNEXURE C

Municipal Council to If Council Committee

Accounting Officer to refer expenditure to
report in terms of Council Committee
section 32(4) of the for investigation in
MFMA terms of section
32(2)(b) of MFMA write-off expenditure
read with regulation in terms of section
74 of the MBRR 32(2)(b) of MFMA

Was Expenditure Condoned by
the Municipal Council in terms Is official found liable after
of section 32(2) of MFMA? investigation?
If not written off by Council,
recover expenditure from
person liable and
Accounting Officer to take
Disciplinary Steps

Consider Financial

Amend/remove the irregular expenditure on Misconduct charges

the register




IRREGULAR EXPENDITURE - ACCOUNTING FRAMEWORK ANNEXURED

Incurred & identified
during current
financial year

Incurred & identified Incurred & identified
during current during current
financial year financial year

Incurred in previous
financial year
CONDONED IN

WAS NOT
CONDONED BY
COUNCIL

g

Record in the

CONDONED BEFORE WAITING FOR
YEAR END CONDONEMENT BY
COUNCIL

J 1

Record in the Record in the
register register

4 1

Update the Update the
disclosure note in disclosure note in
AFS AFS

FOLLOWING
FINANCIAL YEAR

Update the register with
amounts condoned

register

g

Update the disclosure
note in AFS with
amounts condoned

Recognise Revenue

Update register &
Disclose in AFS

29



Umsobomvu Municipality
Continuous ly Rising

VIREMENT POLICY




UMSOBOMVU LOCAL MUNICIPALITY
PRINCIPLES AND POLICY ON BUDGET VIREMENTS

TABLE OF CONTENTS

DEFINITIONS
ABBREVIATIONS
OBJECTIVE OF THE POLICY
VIREMENT CLARIFICATION
FINANCIAL RESPONSIBILITIES
VIREMENT RESTRCITIONS
. VIREMENT PROCEDURE
APPENDIX A
APPENDIX B




UMSOBOMVU LOCAL MUNICIPALITY
PRINCIPLES AND POLICY ON BUDGET VIREMENTS

UMSOBOMVU MUNICIPALITY
PRINCIPLES AND POLICY ON BUDGET VIREMENTS

DEFINITIONS

“Accounting officer” The municipal manager of a municipality is the accounting
officer of the municipality in terms of section 60 of the MFMA

“Approved budget” means an annual budget approved by a municipal council.
“Budget-related policy”’ means a policy of a municipality affecting or affected by the
annual budget of the municipality

“Chief financial officer” means a person designated in terms of the MFMA who
performs such budgeting, and other duties as may in terms of section 79 of the MFMA
be delegated by the accounting officer to the chief financial officer.

“Capital Budget” This is the estimated amount for capital items in a given fiscal
period. Capital items are fixed assets.such as facilities and equipment, the cost of
which is normally written off over a number of fiscal periods

“Council” means the council of a municipality referred to in section 18 of the
Municipal Structures Act.

“Financial year” means a 12-month year ending on 30 June.

“Line Item” an appropriation that is itemized on a separate line in a budget adopted
with the idea of greater control over expenditures [See annexure “B” for current
item structure]

“Operating Budget” The Town's financial plan, which outlines proposed
expenditures for the coming financial year.and estimates the revenues used to finance
them.

“Ring Fenced” an exclusive combination of line items grouped for specific purposes

for instance salaries and wages.

“Service delivery and budget implementation plan” means a detailed plan
approved by the mayor of a municipality in terms of section 53(1) (c) (ii) for
implementing the municipality’s delivery of municipal services and its annual budget.
“Virement” is the process of transferring an approved budget allocation from one
operating line item or capital project to another, with the approval of the relevant
Manager. To enable budget managers to amend budgets in the light of experience or
to reflect anticipated changes.

“Vote” means one of the main segments into which a budget of a municipality is
divided for the appropriation of funds for the different departments or functional areas
of the municipality; and which specifies the total amount that is appropriated for the
purposes of the department or functional area concerned. [See annexure “A” for

current Vote structure]
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ABBREVIATIONS

CFO - Chief Financial Officer

IDP — Integrated Development Plan

MFMA — Municipal Finance Management Act No. 56 of 2003
SDBIP - Service delivery and budget implementation plan
CM - Council Minute/’s

OBJECTIVE OF THE POLICY

To allow limited flexibility in the use of budgeted funds to_enable management to act on
occasions such as disasters, unforeseen expenditure .or savings, etc. as they arise to

accelerate service delivery in a financially responsible manner.

VIREMENT CLARIFICATION

Virement is the process of transferring budgeted funds from one line item number to another,
with the approval of the relevant Manager and CFO, to enable budget managers to amend

budgets in the light of experience or to reflect anticipated changes. (Section 28 (2) (c) MFMA)

FINANCIAL RESPONSIBILITIES

Strict budgetary control must be maintained throughout the financial year in order that
potential overspends and / or income under-recovery within individual vote departments are

identified at the earliest possible opportunity. (Section 100 MFMA)

The Chief Financial Officer has a statutory duty to ensure that adequate policies and

procedures are in place to ensure an effective system of financial control. The budget

virement process is one of these controls. (Section 27(4) MFMA)

It is the responsibility of each manager or head of a department or activity to which funds are
allotted, to plan and‘conduct assigned operations so as not to expend more funds than
budgeted. In addition, they have the responsibility to identify and report any irregular or

fruitless and wasteful expenditure in terms of the MFMA sections 78 and 102.

VIREMENT RESTRCITIONS

No funds may be viremented between votes (GFS Classifications) without approval of

both vote holders and the Director Finance.

Virements may not exceed a maximum of 0.1% of the total approved operating

expenditure budget




UMSOBOMVU LOCAL MUNICIPALITY
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A virement may not create new policy, significantly vary current policy, or alter the
approved outcomes / outputs as approved in the IDP for the current or subsequent years.
(section 19 and 21 MFMA)

Virements resulting in adjustments to the approved SDBIP need to be submitted with an
adjustments budget to the Council with altered outputs and measurements for approval.
(MFMA Circular 13 page 3 paragraph 3)

No virement may commit the Municipality to increase recurrent expenditure, which
commits the Council’s resources in the following financial year, without the prior approval
of the Council.

i. This refers to expenditures such as entering into.agreements into lease or rental
agreements such as vehicles, photo copier’s or fax machines.

No virement may be made where it would result.in over expenditure. (section 32 MFMA)

No virement shall add to the establishment of the Municipality without the approval of

Municipal Manager.

If the virement relates to an increase in the work force establishment, then the Council’s

existing recruitment policies and procedures will apply.

Virements may not be made in respect of ring-fenced allocations.

Budget may. not be transferred from linterdepartmental costs, Capital financing,

Depreciation, Contributions, Grant Expenditure and Income Foregone.
Budget may only be transferred from Salaries if approved by the CFO.
Virements in capital budget allocations are only permitted within specified action plans
and not across funding sources and must in addition have comparable asset lifespan

classifications.

. No virements are permitted in the first three months or the final month of the financial year
without the express agreement of the CFO.

No virement proposal shall affect amounts to be paid to another Department without the

agreement of the Manager of that Department, as recorded on the signed virement form.
(Section 15 MFMA)
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Virement amounts may not be rolled over to subsequent years, or create expectations on
following budgets. (Section 30 MFMA)

An approved virement does not give expenditure authority and all expenditure resulting
from approved virements must still be subject to the procurement/supply chain

management policy of Council as periodically reviewed.

Virements may not be made between Expenditure and Income:

VIREMENT PROCEDURE

a. All virement proposals must be completed on the appropriate documentation and
forwarded to the relevant Finance Officer for checking and implementation.

All virements must be signed by the Vote holder (per department) and the Manager within
which the vote is allocated. (Section 79 MFMA)

A virement form must be completed for all Budget Transfers.

Virements in‘excess of R 50,000 with a maximum as determined under section 6 a.
requires the approval of the Chief Financial Officer. (Section 79 MFMA)

Must include changesto the SDBIP:

All documentation must be . in-order and approved before any expenditure can be
committed or incurred. (Section 79 MFMA)

The Municipal Manager will report to the Mayor on a quarterly basis on those virements
that have taken place during that quarter.

REVISION CHECKLIST

Approved per Council Resolution
Reviewed per Council Resolution
Reviewed per Council Resolution
Reviewed per Council Resolution

Reviewed per Council Resolution

34/05/2013

90/05/2014

3/05/2015

03/06/2016

03/03/2017

31 May 2013
30 May 2014
25 May 2015
31 May 2016

31 May 2017
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Reviewed per Council Resolution 03/05/2018 dd 31 May 2018

Reviewed per Council Resolution ./../2019 dd ... 2019

APPENDIX A

DEPARTMENTS, GFS CLASSIFICATIONS AND VOTE HOLDERS

GFS SUPPORT VOTE
VOTE CLASSIFICATION DEPARTMENT VOTE HOLDER HOLDER

Executive and Executive and Council General Mayor Municipal Manager
Council Council Municipal Manager Municipal Manager Municipal Manager

Finance Finance and Admin Finance CFO CFO

MANAGER;: Manager;: Corporate
Corporate Services Corporate Services Services
Corpprate Finance and Admin MANAGER;: . Mangger: Corporate
Services Human Resources Corporate Services Services
MANAGER;: Manager: Corporate
Admin and Legal Corporate Services Services

Planning and Manager: Community | Manager: Community
Development Development Development
MANAGER;:
Planning and
Development
Manager: Community | Manager: Community
IDP Development Development
Manager: Community | Manager: Community
Land Use Development Development

Manager: Community
Development

Community Community
LED
Development Development

Technical Technical Services MANAGER;: Manager;: Technical
Services Finance and Admin Admin Technical Services Services

MANAGER;: Manager;: Technical
Roads and Stormwater | Technical Services Services
MANAGER;: Manager;: Technical
Solid Waste Technical Services Services
Waste Water MANAGER;: Manager;: Technical
Management Sanitation Technical Services Services
Technical MANAGER;: Manager;: Technical

. Water . . .
Services Water Technical Services Services

Road Transport

Waste Management

Technical MANAGER;: Manager;: Technical
Services Electricity Electricity Technical Services Services

Manager: Community | Manager Community
Community Community and Cemetery Development Services

Services Social Services Manager: Community
Library Development Head Librarian
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Public Safety

Traffic

Manager: Community
Development

Senior Traffic Officer

Safety

Manager: Community
Development

Manager: Community
Development

Sport and Recreation

Parks and Recreation

Manager: Community
Development

Manager: Community
Development

APPENDIX B

Virement Virement

Description Comment From To
EMPLOYEE RELATED COSTS - WAGES/SALARIES
BASIC SALARY

BONUS - ANNUAL

BONUS - LONG SERVICE
ALLOWANCE - ACTING
ALLOWANCE - CELLPHONE
ALLOWANCE - HOUSING
ALLOWANCE - OTHER
ALLOWANCE - STANDBY
ALLOWANCE - TRAVELLING
OVERTIME

EMPLOYEE RELATED COSTS - SOCIAL CONTR
BARGAINING COUNCIL LEVY
GROUP INSURANCE

INDUSTRIAL COUNCIL LEVY
MEDICAL AID FUND

PENSION FUND

PROVIDENT FUND

SKILLS DEVELOPMENT LEVY
UNEMPLOYMENT INSURANCE
WORKMAN'S COMPENSATION
REMUNERATION OF COUNCILLORS
BASIC SALARY

ALLOWANCE - CELLPHONE
ALLOWANCES - TRAVELLING
MEDICAL AID FUND

PENSION FUND

SKILLS DEVELOPMENT LEVY
WORKMEN'S COMPENSATION
UNEMPLOYMENT INSURANCE
BAD DEBTS

BAD DEBTS

DEPRECIATION

DEPRECIATION

REPAIRS & MAINTENANCE
MAINT.: BUILDINGS

MAINT.: BULK REFUSE BUCKETS
MAINT.: CEMETERIES

MAINT.: COMMUNITY HALLS
MAINT.: COMPUTER HARDWARE
MAINT.: COMPUTER NETWORK
MAINT.: COMPUTER SOFTWARE
MAINT.: DUMPING SITES

MAINT.: ELECTRICAL METERS
MAINT.: ELECTRICAL NETWORK
MAINT.: EMERGENCY EQUIPMENT
MAINT.: FURNITURE & FITTINGS

Expenditure Yes No
Expenditure Yes

Expenditure Yes

Expenditure Yes

Expenditure Yes

Expenditure Yes

Expenditure

Expenditure

Expenditure

Expenditure

Expenditure
Expenditure
Expenditure
Expenditure
Expenditure
Expenditure
Expenditure
Expenditure
Expenditure

Expenditure
Expenditure
Expenditure
Expenditure
Expenditure
Expenditure
Expenditure
Expenditure

Expenditure

Expenditure

Expenditure
Expenditure
Expenditure
Expenditure
Expenditure
Expenditure
Expenditure
Expenditure
Expenditure
Expenditure
Expenditure

Expenditure
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MAINT.: GROUND & FENCING Expenditure
MAINT.: LAND FILL Expenditure
MAINT.: MOTOR VEHICLES REPAIRS Expenditure
MAINT.: MOTOR VEHICLES TYRES Expenditure
MAINT.: OFFICE EQUIPMENT Expenditure
MAINT.: PLANT & MACHINERY Expenditure
MAINT.: PRINTERS Expenditure
MAINT.: RADIO NETWORK Expenditure
MAINT.: RESORT & PARKS Expenditure
MAINT.: ROADS AND STORM WATER Expenditure
MAINT.: SANITATION NETWORK Expenditure
MAINT.: SECUR MEASURES - ACCESS CONTROL Expenditure
MAINT.: SIDEWALKS Expenditure
MAINT.: SPEED CONTROL EQUIPMENT Expenditure
MAINT.: STREET LIGHTS Expenditure
MAINT.: SWIMMING POOLS Expenditure
MAINT.: TRANSFORMERS Expenditure
MAINT.: WARDS Expenditure
MAINT.: WATER NETWORK Expenditure
MAINT.ROADS : MATERIALS Expenditure
MAINT.ROADS : OTHER Expenditure
MAINT.ROADS : TRAFFIC SIGNS Expenditure
MAINT.ROADS : WORKSHOP EQUIPMENT Expenditure
MAINT.: TELEPHONE SYSTEM Expenditure
MAINT.: REFUSE REMOVAL Expenditure
INTEREST EXPENSE - EXTERNAL BORROWINGS

INTEREST PAID: BANK OVERDRAFT Expenditure
INTEREST PAID: CREDITORS Expenditure
INTEREST PAID: EXTERNAL BORROWING Expenditure
BULK PURCHASES

BULK PURCHASES - ELECTRICITY Expenditure
BULK PURCHASES - WATER Expenditure
CONTRACTED SERVICES

PROCONSE Expenditure
ITEC Expenditure
GESTETNER Expenditure
SASFIN Expenditure
AUTOPAGE Expenditure
NETCASH Expenditure
VODACOM Expenditure
EPIC Expenditure
CARTRACK Expenditure
SECURITY SERVICES Expenditure
GRANTS & SUBSIDIES PAID - OPERATING

PEANUT OIL Expenditure
FMG - PROJECT 1 Expenditure
MSIG - PROJECT 1 Expenditure
PROVINCIAL GRANTS PAID

GENERAL EXPENSES

ADMIN CHARGES Expenditure
ADVERTISING: GENERAL NOTICES Expenditure
ADVERTISING: RECRUITMENT Expenditure
AFFILIATION FEES: SALGA MEMBERSHIP Expenditure
AUDIT FEES Expenditure
BANK CHARGES Expenditure
BURSARIES Expenditure
CLEANING MATERIALS Expenditure
COMMISSION PAID Expenditure
COMPUTER SOFTWARE Expenditure
CONTINGENCIES Expenditure
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DISASTER MANAGEMENT Expenditure
DUMPING SITES Expenditure
ENTERTAINMENT - COUNCIL Expenditure
INDIGENT SUBSIDIES PAID Expenditure
INSURANCE Expenditure
LIBRARY LOST BOOKS REPLACE Expenditure
LICENSES Expenditure
MEDICAL CHECK UPS Expenditure
OFFICE REQUIREMENTS: INVENTORY Expenditure
PAUPER BURIALS Expenditure
POSTAGE Expenditure
PRINTER CONSUMABLES Expenditure
PRINTING & STATIONERY Expenditure
PROTECTIVE CLOTHING Expenditure
PURIFICATION WORKS - CHEMICALS Expenditure
RADIO LICENSES Expenditure
REFRESHMENTS Expenditure
REFUSE BAGS Expenditure
RENTAL EQUIPMENT Expenditure
RENTAL: BUILDINGS Expenditure
RENTAL: TRANSPORT Expenditure
REZONING Expenditure
SECURITY SERVICES Expenditure
SMALL TOOLS Expenditure
SPORTS DEVELOPMENT Expenditure
SUBSCRIPTIONS Expenditure
SUBSISTENCE AND TRAVELLING COUNCILLORS Expenditure
SUBSISTENCE AND TRAVELLING OFFICIALS Expenditure
TELECOMMUNICATIONS: CELLPHONES Expenditure
TELECOMMUNICATIONS: DATA LINES Expenditure
TELECOMMUNICATIONS: TELEPHONE Expenditure
TENDERFEES Expenditure
TEST.CONSUMABLES Expenditure
TOOLS Expenditure
TRAINING Expenditure
TRAINING MATERIAL Expenditure
TRAVEL EXP: ACCOMMODATION Expenditure
TRAVEL EXP: ACCOMMODATION COUNCILLORS Expenditure
TRAVEL EXP: TRANSPORTATION Expenditure
TRAVEL EXP: TRANSPORTATION COUNCILLORS Expenditure
VALUATION COSTS Expenditure
TOWN PLANNING Expenditure
RENTAL: PARKING Expenditure
LOSS ON DISPOSAL OF PROP PLANT & EQUIP

LOSS ON SALE OF ASSETS (GAMAP) Expenditure
CONTRIBUTIONS TO PROVISIONS

BAD DEBTS Expenditure
CONTR TO CAPITAL REPLACEMT RES Expenditure
LEAVE Expenditure
INDIRECT OPERATING EXPENDITURE

DEPARTMENTAL CHARGES Expenditure
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Performance Management Framework

1. Introduction

Performance Management is a process which measures the implementation of the organisation’s strategy.
It is also a management tool to plan, monitor, measure and review performance indicators to ensure
efficiency, effectiveness and the impact of service delivery by the municipality.

At local government level performance management is institutionalized through the legislative
requirements on the performance management process for Local Government. Performance management
provides the mechanism to measure whether targets to meet its strategic goals, set by the organisation
and its employees, are met.

The Constitution of the Republic of South Africa (1996), Section 152, dealing with the objectives of local
government paves the way for performance management with the requirements for an “accountable
government”. The democratic values and principles in terms of Section 195 (1) are also linked with the
concept of Performance management, with reference to the principles of inter alia:

e the promotion of efficient, economic and effective use of resources,

e accountable public administration

e to be transparent by providing information,

e to be responsive to the needs of the community,

e and to facilitate a culture of public service and accountability amongst staff.

The Municipal Systems Act, 2000 (Act 32 of 200) (MSA) requires municipalities to establish a performance
management system. Further, the MSA and the Municipal Finance Management Act, 2003 (Act 56 of
2003) (MFMA) requires the Integrated Development Plan (IDP) to be aligned to the municipal budget and
to be monitored for the performance of the budget against the IDP via the Service Delivery and the Budget
Implementation Plan (SDBIP).

In addition, Regulation 7 (1) of the Local Government: Municipal Planning and Performance Management
Regulations, 2001 states that “A Municipality’s Performance Management System entails a framework that
describes and represents how the municipality’s cycle and processes of performance planning, monitoring,
measurement, review, reporting and improvement will be conducted, organised and managed, including
determining the roles of the different role players.”

Section 57 of the MSA makes the employment of the Municipal Manager and Managers directly
accountable to him subject to a separate performance agreement concluded annually before the end of
July each year. Section 67 regards the monitoring, measuring and evaluating of performance of staff
as a platform to develop human resources and to hold municipal staff accountable to serve the public
efficiently and effectively. Performance Management, therefore, is not only relevant to the organisation as a
whole, but also to the individuals employed in the organization as well as the external service
providers of the municipality.

In addition, item 3 of Annexure A: Local Government Competency Framework for Senior Managers of the
Local Government: Regulation on the Appointment and Conditions of Employment of Senior Managers
prescribes competency requirements which have to be included in Annexure B of the Performance
Agreement of Section 54A and Section 56 Managers.

This framework therefore describes how the municipality’s performance process, for the organisation as a
whole will be conducted, organised and managed. It also has the following objectives:

e Clarify processes of implementation
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Ensure compliance with legislation

Demonstrate how the system will be conducted

Define roles and responsibilities

Promote accountability and transparency

Reflect the linkage between the IDP, Budget, SDBIP and individual and service provider
performance

2. Objectives and Benefits of a Performance Management System

2.1 Objectives

The objectives of the performance management system are described in the performance management
policy and include:

Facilitate strategy development
Facilitate increased accountability
Facilitate learning and improvement
Provide early warning signals
Create a culture of best practices
Facilitate decision-making

The above objectives are aligned with the Local Government: Municipal Systems Act, 2000 (Act No. 32 of
2000) and the guidelines of the Department of Cooperative Governance and Traditional Affairs.

2.2 Benefits of Performance Management

Employees will derive specific benefits from a PMS in that it would:

Provide better insight in the job and clarify the duties and responsibilities associated with the job;
Enable employees to see where he/she fits into the municipal structure and contributes to achieve
the development objectives of the Municipality as per the IDP;

Assist employees to discover their own strengths, to recognise their weaknesses and to develop
the knowledge, skills and attitudes to overcome these in order to fulfil their potential;
Enhance individual career development through informed decision-making and focused
training; and

Enable employees to make full use of the opportunities presented by the implementation of
employment equity.

Performance management have the following benefits for the municipality:

Implement the IDP by making it accessible to all employees, clarify objectives and strategies and
promote the accountability of groups and individuals to these;

Implement focused management linked to an early warning system;

Continuously reassess structural functionality and enable effective organisational alignment with
objectives and strategies;

Evaluate the job analysis information and rectify faulty aspects thereof;

Understand the role, duties and responsibilities of employees;

Identify shortcomings in employment practices, procedures and policies;

Delegate unambiguous and realistic responsibilities to employees;

Assess the adequacy or inadequacy of resources available to employees;

Identify and address training and development needs in a focused and structured manner so as to
make use of the opportunities provided by the Skills Development Act;

Develop the human resources of the Municipality; and
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e Provide services in an efficient, effective and economic manner.
Performance management will benefit the community through:

e The establishment of a system which translates the IDP into measurable objectives and targets;

e The institutionalisation of sound management principles ensuring effective and efficient governance
of service delivery;

e Adequate provision for community consultation and the opportunity to have a clearer insight in the
performance of the municipality; and

e The promotion of an accountable municipality.

3. Definition and Key Steps in Performance Management

The Performance Management System can be defined as a strategic approach to management, which
equips Councillors, managers, employees and stakeholders at different levels with a set of tools and
techniques to regularly plan, continuously monitor, periodically measure and review the performance of the
organisation in terms of indicators and targets for efficiency, effectiveness and impact. This system will
therefore in turn ensure that all the Councillors, managers and individuals in the municipality are held
accountable for their actions which should bring about improved service delivery and value for money.

Performance management is aimed at ensuring that the municipality monitor it's IDP and continuously
improve its operations as provided for in Section 19 of the Local Government Municipal Structures Act,
10098 (Act 117 of 1998) (MSA), that they annually review their overall performance in achieving their
constitutional objectives.

The Performance Management System can assist to make a significant contribution to organisational and
individual performance. The system is designed to improve strategic focus and organisational
effectiveness through continually seeking to improve the performance of the municipality as a whole and
the individuals in it.

3.1 Performance Cycles

The overall planning, budgeting and reporting cycle can be summarised as follows:
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Identify desired impacts

Assess and adjust Strategic Specify performance
planning indicators

End-year reporting

Monitor and take
corrective action

Set targets and
allocate resources

Source: Framework for Managing Programme Performance Information

The performance cycle can be summarised in the following diagram and each cycle will be addressed in the
remainder of this framework:

Performance
Planning
Mar- Jun

m
'iianagemen'

Performance
monitoring
Monthly

urement

Quarterly

Each of the above cycles can be explained as follows:

e Performance Planning ensures that the strategic direction of the municipality more explicitly
informs and aligns the IDP with all planning activities and resource decisions. Thisis the stage
where Key Performance Areas and Key Performance Indicators are designed to address the IDP
objectives, national policy and targets are set.

e Performance Measuring and Monitoring is an ongoing process to determine whether
performance targets have been met, exceeded or not met. Projections can also be made during
the year as to whether the final target and future targets will be met. It occurs during key points in
a process — for example, on a quarterly and annual basis.
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e Performance evaluation analyses why there is under-performance or what the factors were,
that allowed good performance in a particular area. Where targets have not been met, the
reasons for this must be examined and corrective action recommended. Evidence to support the
status is also reviewed at this stage. An additional component is the review of the indicators to
determine if they are feasible and are measuring the key areas appropriately.

e Performance Reporting entails regular reporting to management, the Performance Audit
Committee, Council and the public.

e Performance review/auditing is a key element of the monitoring and evaluation process. This
involves verifying that the measurement mechanisms are accurate and that proper procedures
are followed to evaluate and improve performance. According to section 45, of the Systems Act,
1998, (Act 117 of 1998) results of the performance measurement must be audited as part of
the municipality's internal auditing process and annually by the Auditor-General. The municipality
have therefore established frameworks and structures to evaluate the effectiveness of the
municipality’s internal performance measurement control systems. Areas of weak performance
identified at year-end must be addressed during the following years planning phase.

3.2 Key Steps in Performance Management

The key steps in implementing the performance cycle are as follows:

1. IDP consultation and strategic processes to determine

a. Strategic Objectives aligned with the National Agenda and local needs;
b. Establish the Municipal KPA's;
C. Design Strategic Focus Areas.

2. Priorities capital projects for budgeting purposes aligned with municipal strategy and approved
methodology.

Start with budget processes.

Determine organisational KPI's in terms of strategy, budget and MTAS.

Obtain baseline figures and past year performance.

Set multi-year performance target dates.

Determine steps/plans to achieve budget and KPI’s.

Assign strategic focused KPI's to Senior Management (Top Layer SDBIP).

9. Assign organisational KPI's to directorates and members of management (Departmental SDBIP).
10. Prepare individual performance agreements aligned with budget and SDBIP (S57 and management).
11.Prepare performance plans for staff and align work place skills plan with development plans.
12.Provide monthly/quarterly status reports on progress with KPlimplementation.

13. Evaluate performance on individual (1/2 yearly) and organisational levels (monthly and quarterly).
14.Compilation of various performance reports.

15. Auditing of performance reported and portfolio of evidence (POE’s).

16. Appoint oversight committee to analyse and prepare report on improvement of performance.
17.Submit year-end report to various stakeholders.

© N Ok

The above steps will be explained in more detail below.

4. The Performance Management Model

The following section will explain the methodology of the adopted performance management model as
depicted in the diagram below:
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4.1 Integrated Development Planning (IDP)

Although IDP is not described in detail in this framework, it is important to provide some level of
background as performance start during the IDP process.

An Integrated Development Plan is an inclusive and strategic plan for the development of the municipality
which links, integrates and co-ordinates plans, aligns resources and forms the framework on which annual
budgets must be based on. The IDP also addresses the National and Provincial Strategies.

In terms of Section 34 of the Municipal Systems Act, 2000 (Act 32 of 2000) A municipal Council must
review its Integrated Development Plan —

¢ Annually in accordance with an assessment of its performance measurements;
e To the extent that changing circumstances so demand; and
e May amend its IDP in accordance with the prescribed process.

An Integrated Development Plan is therefore the principal strategic instrument guiding all planning,
management, investment, developmental and implementation decisions taking into account input from all
stakeholders and reflects on:

¢ The profile of the municipal area including the economic and spatial data.

e The Municipal Council’s vision for the long term development of the municipality.
¢ An assessment of the existing level of development and performance.

e The Council’s developmental priorities and strategic objectives.

e The Council’s development strategies.

¢ A spatial development framework.

¢ Sectoral plans.

¢ Disaster management plans.

¢ The Council’s operational strategies.
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¢ Prioritised action plans / projects / capital projects.

¢ Afinancial plan.

e The key performance indicators and performance targets (multi-year municipal
scorecard).

e Monitoring and governance framework.

4.1.1 IDP Process

The IDP process is summarised in the following diagram. (Please note that the graph only provides a high
level understanding of the process and that the detail actions, timeframes and responsibilities should be
documented in the annual process plan that must be adopted by Council.)

' Top Layer SDBIP |
& other PM processes

Process Plan

Analysis:

| Past Performance | Council Approve

Council

Approve
1
: National / Provincial / i
: N District Agenda's
| MTAS |
Projects on National / ‘—
Provincial / District Levels Flnal Sl lD

: i Budget Integration

; 5 T

i i |

1

Strategy Workshop: Workshop:

Council / Management

Council / Management N

v

N
Prioritise Projects / Actions

~
N
~
~N
\\
________ AN B
Ty Draft IDP

4.1.2 Roles and Responsibilities

The roles and responsibilities during the IDP process, which is different from normal PMS practices, can be
summarised as follows:

ROLE PLAYER ROLES AND RESPONSIBILITIES

Council e Evaluate, amend and adopt a Process Plan to develop / review the IDP

e Undertake the overall management and coordination of the planning process which
includes ensuring that:

o All relevant stakeholders are appropriately involved

o Appropriate mechanisms and procedures for public consultation and participation
are applied

e The planning process is related to the real burning issues in the municipality, that is a
strategic and implementation orientated process

e Adopt and approve the IDP / Review

e Final decision making

e Approval of the reviewed IDP documentation

¢ Adjust the IDP in accordance with the MEC for Local Government’s proposals

e Ensure that the annual business plans and Municipal budgets are linked to and based on




11

Performance Management Framework

ROLE PLAYER

ROLES AND RESPONSIBILITIES

the IDP

Mayor

Decide on the process plan

Overall management, coordination and monitoring of the process and drafting of the IDP
/ review documentation, or delegate this function

Consider, adopt and approve the process plan
Provide strategic input for IDP / Review
Overall monitoring of the public participation process

Councillors

Link the planning process to their constituencies and/or wards
Be responsible for organising public consultation and participation
Monitor the implementation of the IDP with respect to the particular wards

Ensure the annual business plans and municipal budget are linked to and based on the
IDP

IDP Manager

Preparations and finalisation of the Process Plan

Be responsible for overall management, coordinating and monitoring of the process and
drafting the IDP / Review

Responsible for the day to day management of the planning process, ensuring that all
relevant actors are appropriately involved

Ensure that the process is participatory, strategic and implementation orientated and is
aligned with sector planning requirements

Ensure that amendments and proper documentation of the draft IDP / Review are to the
satisfaction of the IDP proposal

Monitor the implementation of the IDP proposal

Directors and
Officials

Prepare selected Sector Plans

Provide relevant technical, sector and financial information for analysis and determining
priority issues.

Contribute technical expertise in the consideration and finalization of strategies and
identification of projects.

Provide departmental, operation and capital budgetary information.

Responsible for the preparation of project proposals, the integration of projects and
sector programmes after strategic advice in areas of expertise.

Local
Communities, -
Residents and
Stakeholders

Represent interests and contribute knowledge and ideas in the IDP process by
participating in and through the ward committees to:

o Analyse issues, determine priorities and provide input;

o Keep their constituencies informed on IDP activities and their outcomes;
o Discuss and comment on the draft IDP;
o

Check that annual business plans and budget are based on and linked to the IDP;
and

o Monitor performance on the implementation of the IDP.

District
Municipality

Some roles and responsibilities relate to the preparation of a district IDP. The District
Municipality must also prepare a District Framework (Sec 27 of the MSA)

Fulfil a coordination and facilitation role by:
o Ensuring alignment of the IDP’s of the municipalities in the district council area;
o Ensuring alignment between the district and local planning;

o Facilitation of alignment of IDP’s with other spheres of government and sector
departments; and

o Preparation of joint strategy workshops with local municipalities, provincial and
national role players and other subject matter specialists.
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ROLE PLAYER ROLES AND RESPONSIBILITIES
Provincial e Ensure horizontal alignment of the IDP’s of the District Municipalities within the province.
Government: e Ensure vertical/sector alignment between provincial sector departments/ provincial
Department of

Local strategic plans and the IDP process at local/district level by:

Government o Guiding the provincial sector departments participation in and their required
contribution to the municipal IDP process and;

o Guiding them in assessing draft IDP’s and aligning their sector programs and budgets
with the IDP’s.

e Efficient financial management of Provincial IDP grants.

¢ Monitor the progress of the IDP processes.

¢ Facilitate resolution of disputes related to IDP.

e Assist municipalities in the IDP drafting process where required.
¢ Coordinate and manage the MEC’s assessment of IDP’s.

Sector e Contribute relevant information on the provincial sector departments plans, programs,
Departments budgets, objectives, strategies and projects in a concise and accessible manner.

e Contribute sector expertise and technical knowledge to the formulation of municipal
strategies and projects.

e Engage in a process of alignment with District Municipalities.
e Participate in the provincial management system of coordination.

The relationship between IDP and Performance Management is therefore legislated and regulated. The
Performance Management System serves to measure the performance of the municipality on meeting its
Integrated Development Plan.

4.2 The Service Delivery Budget Implementation Plan (SDBIP)

The IDP process and the performance management process must be seamlessly integrated. The IDP fulfils
the planning stage of performance management. Performance management in turn, fulfils the
implementation management, monitoring and evaluation of the IDP.

The organisational performance will be evaluated by means of a municipal scorecard (Top Layer SDBIP) at
organisational level and through the Service Delivery Budget Implementation Plan (SDBIP) at directorate
and departmental levels.

The SDBIP is a plan that converts the IDP and budget into measurable criteria on how, where and when the
strategies, objectives and normal business processes of the municipality will be implemented. It also
allocates responsibility to directorates to deliver the services in terms of the IDP and budget.

The MFMA Circular No.13 prescribes that:

e The IDP and budget must be aligned;

¢ The budget must address the strategic priorities;

¢ The SDBIP should indicate what the municipality is going to do during next 12 months;

¢ The SDBIP should form the basis for measuring the performance against goals set during
the budget /IDP processes.

The SDBIP needs to be prepared as described in the paragraphs below and submitted to the Mayor within
14 days after the budget has been approved. The Mayor needs to approve the SDBIP within 28 days after
the budget has been approved.

For each indicator the scorecard will require that a responsible official, usually the respective line manager,
be designated. While this official will not necessarily be accountable for performance on this indicator, they
will be responsible for conducting measurements of that indicator, analysing and reporting first to their
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respective superior who in turn will report to the Municipal Manager and then the Mayor on these for
reviews.

The municipality’s performance must be measured monthly and analysed at least quarterly. Municipal
performance will be measured during the mid-year review where after the performance scorecard can be
adjusted and actions plans developed to address poor performance. The information of the annual review
will be included in the Annual Report of the municipality.

4.2.1 The municipal scorecard

The municipal scorecard (Top Layer SDBIP) must consolidate service delivery targets set by Council /
senior management and provide an overall picture of performance for the municipality as a whole, reflecting
performance on its strategic priorities. Components of the top-layer SDBIP includes:

e One-year detailed plan, but should include a three-year capital plan

e The 5 necessary components includes:

Monthly projections of revenue to be collected for each source
o Expected revenue to be collected NOT billed

Monthly projections of expenditure (operating and capital) and revenue for each vote
o Section 71 format (Monthly budget statements)

Quarterly projections of service delivery targets and performance indicators for each vote
o Non-financial measurable performance objectives in the form of targets and indicators
o Output NOT input / internal management objectives
o Level and standard of service being provided to the community

e Ward information for expenditure and service delivery

e Detailed capital project plan broken down by ward over three years

Please refer to section 13 on the development of key performance indicators for assistance on how to
develop indicators and targets.

The following diagram illustrates the establishment, components and review of the municipal scorecard
(Top Layer SDBIP):
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4.2.2 Preparing the TOP LAYER SDBIP

The financial sheets must be drafted in terms of the approved budget. The structure of the financial sheets
is prescribed by MFMA Circular 13, is self-explanatory and all the columns should be completed for each
line item. It is however important that the cash flow projections are calculated based on the planned

spending / revenue collection for each month.

The capital projects sheet should be completed with the planned start and end dates as the performance
will be measured in terms of these dates. The projects should also be assigned to wards. The cash flow per

capital project should also be aligned with the planned monthly spending targets.

The Top Layer KPI's must be prepared based on the following:

KPI's should be developed for the programmes / activities identified to address the Strategic
Objectives as documented in the IDP. The KPI's must be aligned with the national and municipal
KPA’s.

KPI's identified during the IDP and KPI's that need to be reported to key municipal stakeholders
should be included in the TL SDBIP to confirm alignment.

KPI's should be developed to address the required National Agenda Outcomes, priorities and
minimum reporting requirements. The KPI's must be aligned with the Strategic Objectives, and the
national and municipal KPA'’s.

The municipal turnaround strategy (MTAS) should be reviewed to determine any actions to be
translated into KPI's and to be included in the TL SDBIP. These KPI's must be aligned with the
Strategic Objectives, and the national and municipal KPA'’s.

The risk register should be reviewed to identify the risks that need to be addressed by strategic
KPI's. These KPI's should be developed and be aligned with the Strategic Objectives, and the
national and municipal KPA’s.

It is also proposed that each directorate consider 2 KPI's that is output focused and that will make
the municipality more developmental or enhance the effectiveness of the municipality.
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e Clear quarterly targets should be set and the KPI's must be assigned to a senior manager. In the
instance where a target will not be achieved during the current financial year, the target should be
included in the outer years.

e These targets should be set after available resources and past year performance has been
considered.

The KPI's must be analysed to ensure that the objectives set in the IDP will be achieved by delivering on
the KPI's. Please refer to section 13 on the development of key performance indicators for assistance on
how to develop indicators and targets.

4.2.3 Approval of Top Layer SDBIP

The municipal scorecard must be submitted to the Mayor within 14 days after the budget has been
approved. The Mayor needs to consider and approve the SDBIP within 28 days after the budget has been
approved. The scorecard must be updated after the adjustment estimate has been approved and any
changes to the scorecard must be submitted to Council with the respective motivation for the changes
suggested, for approval.

Important note: The Mayor should review the document for compliance, alignment and adherence to the
Council’'s Agenda as Municipal Manager and Directors will use the TL SDBIP as a basis for reporting on
performance to the Mayor, Council and the public. The performance agreements of the senior management
team will also be based on this document.

4.2.4 Update actual performance

The TL SDBIP will in most instances update automatically with the actual results reported in the
departmental SDBIP. The SDBIP / PMS Officer needs to review the results, update the results that require a
manual update and document the final performance comments in the relevant columns.

The KPI Owners should report on the results of the KPI by properly documenting the information in the
performance response fields and make reference to where the POE can be found. In the instance of poor
performance, corrective measures should be identified and documented. The POE should proof that the KPI
was delivered and that the expected outcome / impact has been achieved.

The actual performance should be monitored quarterly in terms of the objectives, KPI's and targets set. In
order to measure the outcomes of the KPI's, the outputs and performance evidence (POE’s) should be
evaluated and documented.

It is important to note that the Municipal Manager needs to implement the necessary systems and
processes to provide the POE’s for reporting and auditing purposes.

4.2.5 Quarterly reviews

On a quarterly basis, the Mayor should engage in an intensive review of municipal performance against
both the directorate’s scorecards and the municipal scorecard, as reported by the Municipal Manager.
These reviews will take place in October (for the period July to end of September), January (for the period
October to the end of December), April (for the period January to the end of March) and July (for the period
April to the end of June).

The review in January will coincide with the mid-year performance assessment as per section 72 of the
Municipal Finance Management Act, 2003 (Act 56 of 2003). Section 72 determines that by 31 January of
each year the accounting officer must assess the performance of the municipality and report to the Council
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on inter alia its service delivery performance during the first half of the financial year and the service delivery
targets and performance indicators set in the service delivery and budget implementation plan.

Many of the indicators in the municipal scorecard will only be measurable on an annual basis. The quarterly
reviews should thus culminate in a comprehensive annual review of performance in terms of all the
scorecards.

The Mayor will need to ensure that targets committed to in the municipal scorecard are being met, where
they are not, that satisfactory and sufficient reasons are provided and that the corrective action being
proposed is sufficient to address the poor performance.

The review should also focus on reviewing the systematic compliance to the performance management
system, by directorates, departments, Portfolio Councillors and the Municipal Manager. The review will also
include:

e An evaluation of the validity and suitability of the Key Performance Indicators and
recommending must any changes.

e An evaluation of the annual and 5 year targets to determine whether the targets are over
stated or understated. These changes need to be considered.

e Changes to KPI"s and 5 year targets for submission to council for approval. (The reason
for this is that the original KPI"s and 5 year targets would have been published with the
IDP, which would have been approved and adopted by council at the beginning of the
financial year.)

e An analysis to determine whether the Municipality is performing adequately or under-
performing.

It is important that the Mayor not only pay attention to poor performance but also to good performance. It is
expected that the Mayor will acknowledge good performance, where directorates or departments have
successfully met targets in their directorate/departmental scorecards.

4.2.6 Council Reviews

At least annually, the Mayor will be required to report to the full council on the overall municipal
performance. It is proposed that this reporting take place using the municipal scorecard in an annual
performance report format as per the Municipal Systems Act. The said annual performance report will form
part of the municipality’s Annual Report as per section 121 of the Municipal Finance Management Act.

4.2.7 Public Reviews

The Municipal Systems Act as well as the Municipal Finance Management Act requires the public to be
given the opportunity to review municipal performance. Section 127 of the MFMA requires that the
accounting officer (Municipal Manager) must immediately after the Annual Report is submitted to Council
make the report public and invite the local community to submit representations with regards to the Annual
Report.

It is proposed that in addition to the Annual Report mentioned above and subject to the availability of
funding, a user-friendly citizens’ report should be produced for public consumption. The citizens’ report
should be a simple, easily readable and attractive document that translates the Annual Report and
municipal scorecard for public consumption.

It is also proposed that a public campaign be embarked on annually to involve citizens in the review of
municipal performance over and above the requirements of the MFMA. Such a campaign could involve the
following:
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e Various forms of media including radio, newspapers and billboards can be used to convey the
citizens’ report. The public should be invited to submit comment via telephone, fax, email and
possibly also public hearings to be held in a variety of locations.

e The public reviews should be concluded by a formal review of the Annual Report by the IDP
Representative Forum of the municipality.

e In the instance where service level agreements (SLA’s) have been established, the public should
review the SLA outcomes / outputs.

4.2.8 Adjustments to KPI’s

KPI's can only be adjusted after the mid-year assessment and/or after the adjustment budget has been
approved. KPI's should be adjusted to be aligned with the adjustment estimate (incl. capital projects) and
the reason for the adjustment in the indicator / target should be submitted in a report to Council. The KPI's
can only be changed on the system after Council approval has been obtained.

Please note that KPI targets may not be adjusted downwards. Refer to the Framework for Managing
Programme Performance Information in this regard.

4.2.9 BRoles and Responsibilities

The roles and responsibilities during the TOP LAYER SDBIP process can be summarised as follows:

Role Player Roles and Responsibilities

Mayor e Mayor is responsible for the performance and need to approve the TL SDBIP.
e Quarterly review of performance and monitor implementation of corrective action.
e Submit the mid-year and annual performance reports to Council.

Portfolio Councillor e Monitor the implementation of the strategy.
e Review and monitor the implementation of the TL SDBIP at Portfolio Committee
level.
Council e Oversight role to ensure that performance management processes are monitored
Municipal Manager e Drafting of the TL SDBIP

e Ensure the implementation of the TL SDBIP.

e Monitor the TL SDBIP and ensure that POE’s to proof performance exists.
e Take corrective action where required.

e Communicate with the Mayor.

Senior Management Team | e Manage and report on departmental performance to be cascaded up to the TL
SDBIP.

¢ Plan Performance.
¢ |[ntegration role and ensure POE’s exists to proof performance.

Internal Audit Internal audit should quarterly audit the results reported on a sample basis and issue
a report to the municipal manager/ performance audit committee.

Auditor-General Auditing of legal compliance and outcomes.

Performance Audit Independent oversight on municipal performance and legal compliance.

Committee

4.3 Directorate/Departmental scorecards

The directorate and departmental scorecards (detail SDBIP) will capture the performance of each defined
directorate or department. Unlike the municipal scorecard, which reflects on the strategic priorities of the
municipality, the SDBIP will provide detail of each outcome for which top management are responsible for,
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in other words a comprehensive picture of the performance of that directorate/sub-directorate. It will be
compiled by senior managers for his/her directorate and will consist of objectives, indicators and targets
derived from the municipality’s annual service delivery and budget implementation plan and any annual
business or services plan compiled for each directorate or department.

The following diagram illustrates the establishment, components and review of the departmental SDBIP:

¢ Update TL SDBIP with actual results of Dept SDBIP
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KPI's should be developed for Council, the office of the Municipal Manager and for each Directorate. The
KPI’s should:

4.3.1 Preparing the Departmental SDBIP’s

e Address the TL KPI's by means of KPI’s for the relevant section responsible for the KPI.

¢ Include the capital projects KPI's for projects that relates to services higher than R200 000. KPI's
for furniture and equipment should be grouped as one KPI per directorate. The targets should to
some extend be aligned with the cash flow budgets and project plans.

e Add KPI’s to address the key departmental activities.

e Each KPI should have clear monthly targets and should be assigned to the person responsible for
the KPI'. KPI's should be SMART.

The number KPI's developed to address National KPA’s, Municipal KPA’s and strategic objectives should
be spread amongst the aforementioned in terms of National and Local Agendas.

Please refer to section 13 on the development of key performance indicators for assistance on how to
develop indicators and targets.



19
Performance Management Framework

4.3.2 Approval of Departmental SDBIP

The SDBIP of each Directorate must be submitted to the Municipal Manager for approval within 28 days
after the budget has been approved.

4.3.3 Update actual performance

An evaluation of the validity and sustainability of the KPI's should be done and the actual performance
results of each target should be updated and evaluated on a monthly basis. In order to measure the
input/output of the KPI's, the performance results and performance evidence (POE’s) should be evaluated
and documented. The KPI owners should report on the results of the KPI by documenting the following
information on the performance system:

e The actual result in terms of the target set.

e The output/outcome of achieving the KPI.

e The calculation of the actual performance reported. (If %)

e The reasons if the target was not achieved.

¢ Actions to improve the performance against the target set, if the target was not achieved.

The Municipal Manager and his/her senior management team need to implement the necessary systems
and processes to provide the POE’s for reporting and auditing.

4.3.4 Monthly reviews

The Directorates will review their performance at least monthly report their performance in terms of the
SDBIP to the Municipal Manager and the respective Portfolio Councillor. Decision-makers should be
warned immediately of any emerging failures to service delivery so that they can intervene if necessary. It is
important that Directorates use these reviews as an opportunity for reflection on their goals and
programmes and whether these are being achieved. The Portfolio Committee should have a standing
agenda item to discuss at their quarterly meetings. The SDBIP report submitted should be used to analyse
and discuss performance. The Portfolio Councillor and the senior management team should report on an
overview of performance at the following Council meeting. Changes in indicators and targets may be
proposed at this meeting, but can only be approved by the Mayor, in consultation with the Municipal
Manager.

4.3.5 Adjustments to KPI's

KPI's can only be adjusted after the mid-year assessment and/or after the adjustments budget has been
approved. KPI's should be adjusted to be aligned with the adjustment estimate and the reason for the
change in KPI's should be documented in a report to the Mayor for approval.

Additional KPI's can be added during the year with the approval of the municipal manager. The approval
documents should be safeguarded for audit purposes.

4.3.6 Roles and Responsibilities

The roles and responsibilities during the Departmental SDBIP process can be summarised as follows:

Role Player Roles and Responsibilities

Mayor e Responsible for the KPI's assigned to him/her and his/her committee. The mayor
should update performance results monthly.

¢ Review the feedback received from Portfolio Councillors/ respective senior
manager and monitor overall performance.
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Role Player

Roles and Responsibilities

Portfolio Councillor

e Support the senior manager to implement the municipal strategy.

¢ Review and monitor progress at portfolio level.

e Report to the Council on performance review and progress.

e Assist senior management to take corrective action to improve performance.

Municipal Manager

e Approval of the Departmental SDBIP
e Monitor SDBIP and ensure that POE’s exist.
e Review and monitor the implementation on the SDBIP

e Ensure that KPI's address the municipal strategy and service delivery
requirements.

e Ensure alignment with the IDP objectives/programmes and budgets.
e Take corrective actions where required.

e Communicate with the senior management team on performance progress and
reporting.

e Ensure quarterly internal audit and take necessary action where required.
e Communicate results to the Council.

All Managers

e Design KPI's to address the TL SDBIP, operational needs, service delivery
improvement and other key departmental activities.

¢ Plan performance and set targets.

e Assign KPi’s to KPI owners.

e Ensure the implementation of the SDBIP.

¢ Monitor performance and document POE’s.
e Take corrective action where required.

e Communicate performance results to the municipal manager and Portfolio
Committee.

Internal Audit

Internal audit should quarterly audit the results reported on a sample basis and issue
a report to the municipal manager/ performance audit committee.

Auditor-General

Auditing of legal compliance and outcomes.

Performance Audit
Committee

Independent oversight on municipal performance and legal compliance.

5. Individual Performance

The performance of a municipality is integrally linked to that of staff. It is therefore important to link
organisational performance to individual performance and to manage both at the same time, but separately.
Although legislation requires that the municipal manager, and managers directly accountable to the
municipal manager, sign formal performance contracts, it is also a requirement that all employees have
These must be aligned with the individual performance plan of the head of the
directorate and job descriptions. In this way all employees are working towards a common goal. It is
however the responsibility of the employer, to create an environment, which the employees can deliver

performance plans.

the objectives and the targets set for them in their performance plans and job descriptions.

The following diagram illustrates the individual performance management processes:
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The Benefits of Individual Performance are to:

e Ensure alignment of individual goals and objectives with that of the organisation and to
co-ordinate efforts in order to achieve those goals.

e Understand what is expected from the incumbents, by when it is expected and to what
standard is expected

e Understand the incumbent’s key areas of accountability.

e Determine whether or not performance objectives are being met.

e Make qualified decisions within the incumbents level of competencies

¢ Avail the incumbents of learning and development opportunities to competently meet
their performance targets.

5.1 Individual scorecards (Municipal Manager and Section 56 Managers)

The Local Government Municipal Systems Act 2000 and Regulation 805 of August 2006 (Performance of
the Municipal Manager and the Managers reporting directly to the Municipal Manager) require the Municipal
Manager and the Managers reporting directly to the Municipal Manager to enter into annual Performance
Agreements. The Performance Agreements of the Municipal Manager and Section 56 Managers should be
directly linked to their employment contract. These Performance Agreements consist of three distinct parts:

e Performance Agreement: This is an agreement between the Section 54A and Section 56 Manager
and the Municipality, which regulates the performance required for a particular position and the
consequences of the performance. The Agreement deals with only one aspect of the employment
relationship, namely performance. This agreement must be reviewed and renewed annually, subject
to the individual’s annual performance.

e Performance Plan: The Performance Plan is an Annexure to the Performance Agreement and
stipulates in detail the performance requirements for a single financial year. The SDBIP transcends
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into the Performance Plan/s of the respective Section 54A and Section 56 Managers according to
their areas of responsibility.

¢ Personal Development Plan: The plan is an Annexure to the Performance Agreement and addresses
the developmental needs/requirements of the manager indicating actions and timeframes.

The management of the performance process for the Section 54A and Section 56 Managers will be in terms
of Government Notice R805 of 2006 and No. 21 of 2014. Performance will be reviewed quarterly of which the
mid-year and year-end performance will be formal evaluations.

5.2 Individual scorecards (Middle Management)

Middle Managers on post levels 0 — 4, Technicians and Manager in the Mayor’s Office)
(suspended until further notice)

5.2.1 Suspended until further notice)

The data obtained from directorate scorecards (detailed SDBIP), will provide the user with the respective
individual performance contracts for middle managers reporting to the Section 56 managers.

Performance Plans are agreed with each employee on post levels 0 — 4, each Technician and the Manager
in the Mayor’s Office as part of his / her career development plan and should include the following:

e Qualifications — a record of formal and informal training and experience.

e Job functions — key focus areas for the year.

e Career goals - long term and intermediate career goals.

e Key performance indicators linked to the SDBIP — KPI's in the SDBIP that are the responsibility of
the respective manager and KPI's aligned to the job description of the manager.

e Managerial KPI's — the core managerial competencies that the manager will be evaluated on.

e A list of the core managerial competencies (CMC’s) is provided on the performance of the
performance system and the manager should select between 3 and 5 CMC’s. The CMC’s and the
measurement criteria should be agreed with the respective senior manager.

e Weightings show the relative importance of input or output against another input or output. Every
input or output in the performance agreement must be assigned a weighting. The weightings / ratings
and the distribution of the ratings per level need to be determined by the management team in the
beginning of each financial year and agreed with the employer or group of employers. (employee or
group of employees)

e Development needs and learning plan.

The agreements must be finalised by August every year and be agreed and approved by the respective
senior manager. The process on how to prepare performance plans is documented in the Performance
Management System manual.

5.2.2 All staff reporting up to management (Post levels 5 to 14 - Suspended until further notice)

A performance plan should be agreed for all employees and include the following:

e Qualifications — a record of formal and informal training and experience.

e Job functions — key focus areas for the year.

e Career goals - long term and intermediate career goals.

e Performance agreed for all employees on a specific job level.

e Performance agreed with the individual employee unique to the employees daily tasks and aligned
to the individuals job description.
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e Performance indicators should be designed to ensure effective and efficient service delivery (value-
for-money).
e Training or other skills development needs of the employee.

The agreements must be finalised by August every year and be agreed and approved by the respective
employee and supervisor. The process on how to prepare performance plans is documented in the
Performance Management System manual.

5.2.3 Skills Development Plan

The skills development plan needs to be compiled / updated with the information obtained from the
performance agreements and the development plans. The human resources manager together with the
respective line manager is responsible to facilitate the implementation of the skills development plan.

5.2.4 Formal performance reviews

Although performance should be managed on a daily basis, formal performance reviews should be done by
the respective supervisor at least bi-annually. The objective review should be based on actual performance
and performance evidence. The supervisor and employee needs to prepare for the review and discuss the
performance during a focussed performance meeting. The review should be documented on the
performance system as set out in the Performance Management System manual. Feedback should be
provided during the review.

The reviews should be completed by end February for the period July to December and August for the
period January to June.

Please note that performance and growth is the responsibility of each individual employee and employees
should ensure that his / her performance plan is executed. Performance measurement is an ongoing
process and should not only be addressed during the formal reviewing sessions.

Performance should be moderated per department per post level / group level after the performance
evaluation of all staff has been finalised. The moderation should be conducted in terms of the performance
management manual to ensure objectivity and fairness.

Unacceptable performance needs to be addressed and action plans to improve the performance must be
prepared and agreed with the employer who did not perform. The performance against the action plans
must be reviewed on a monthly basis.

5.3 Appeals process
5.3.1 Section 54 A and Section 56 Employees

The Appeals process as prescribed in R805 of August 2006 and as agreed in the employment and
performance contracts of the Section 54A and Section 56 Managers will be applicable in instances where
they are not in agreement with their final performance evaluations.

5.3.2 Employees:

Should employees not agree with the contents of their performance agreement after the performance
discussions or with the final scores that are allocated to them, they may elect to follow the municipality’s
normal grievance procedures.
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5.4 Reward and Recognition

The performance scores will be finalised during the moderation where after it must be approved by the
moderation committee (fish-bowl). These scores will be used to recognised excellent performance in terms of
the Council’s reward and recognition policy.

5.5 Roles and Responsibilities

The roles and responsibilities during the individual performance process can be summarised as follows:

Role Player Roles and Responsibilities

Mayor e Review the performance of the municipal manager.

e Submit reports to the Council regarding the mid-year and year-end performance
reviews of the senior management team with the required recommendations.

Council ¢ Approve the reward and recognition policy.
e Approve financial rewards.

Portfolio Councillors e Part of the committee who evaluate the performance of the senior management
team in terms of the performance agreements.

Municipal Manager ¢ Implement the necessary systems and processes to ensure the implementation
and monitoring of performance management.

¢ Review the performance of the managers reporting directly to him/her

e Assess overall performance results and approve reward and recognition of
employees’ performance.

Senior Management Team | « Implement individual performance in directorates.
e Approve performance plans.

e Evaluate performance and results

¢ Moderate performance

e Submit reports to the municipal manager

All other managers ¢ Implement individual performance in divisions.
e Approve performance plans

e Review performance and take corrective actions where required/ recognise
excellent performance.

e Moderate performance as part of moderation process.

Employees e Execute agreed individual performance plans.
e Report on performance.

Internal Audit Assess the functionality, integrity, objectiveness and effectiveness of individual
performance management.

6. Service Providers

A municipal service can be provided by the municipality by entering into a Service Delivery Agreement in
terms of Section 76(b) of the Municipal System Act with an external service provider. The municipality is
responsible for monitoring and assessing the implementation of the agreement, including the
performance of the service provider in accordance with Section 41 of the Municipal Systems Act.

This section sets out the framework on monitoring and reporting on the performance of service providers in
terms of Chapter 8 of the Municipal Systems Act and Section 116 of the Municipal Finance Management
Act. While departments have mechanisms in place to monitor the work done by service providers, there is
no standard guideline set by the municipality.
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6.1 Notification of Service Providers

All service providers or prospective service providers must be informed of newly adopted system of:

e an assessment and reporting of the service provider’s performance;

e setting of performance criteria in terms of the tender, the required deliverables and service level
agreement;

e the use of the service provider performance reports when evaluating service providers for
registration, pre-qualification, selective tender list, expressions of interest or awarding of a contract;
and

e the exchange of information on service provider performance reports between government
units/departments.

6.2 Evaluating the Performance of Service Providers

The Council must approve the thresholds (size and types of service provider contracts) that need to comply
with the requirements of this policy. The thresholds that need to be reviewed annually include:

e Contracts larger than R200 000.00; and
e Contracts where the service providers is required to deliver a service (not goods and products).

The service provider must sign a service level agreement indicating the services to be delivered, the
timeframes and the evaluation methodology. The service provider’s performance must be assessed in the
context of the project as a whole. The respective roles and obligations of the Municipality and service
provider under the contract must be taken into account.

Persons preparing or reviewing the performance of a service provider must consider whether satisfactory
progress or completion of a project has been affected by any matters which are:

e Qutside the service provider’s control, or
e The result of some action by the Municipality.

The service provider’s performance must therefore be evaluated against set performance criteria, after
taking into account matters beyond the service provider’'s control.

6.2.1 Prescribed procedures to evaluate service providers

The following procedures need to be followed:

e The requirements of this policy must be included in the contract of the service provider.

e The performance of the service provider under the contract or service level agreement must
be assessed monthly by the Reporting Officer.

e The assessment must be filed in the contract file or captured onto the database when a database is
available.

e The Reporting Officer must complete the Service Provider Assessment Form on the database at the
end of each quarter and on completion or termination of the contract.

e The quarterly assessment must be completed within 15 working days after the end of each quarter.

e The Reporting Officer must provide a copy of the assessment to the Service Provider at the end of
each quarterly assessment period and on completion or termination of the contract.

e Supply Chain Management Unit will review the quarterly Service Provider assessments within 20
days after the end of each quarter and submit a summary report to Council.

e The Accounting Officer need to develop the necessary forms and report structures to be utilised to
manage the above processes. The forms and reporting requirements need to be reviewed on a
regular basis.
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¢ Inthe instance of under-performance:

O

The Municipality will facilitate support interventions to service providers in the identified
areas of underperformance.

Service providers who have been identified as under-performing in identified areas must be
informed of these support interventions.

The impact of support interventions must be monitored by the Reporting Officer.

The records of the support interventions must be documented, signed by both parties and
appropriately filed.

7. Evaluation and Improvement of the Performance Management

System

The Municipal Systems Act requires the municipality to annually evaluate its performance management
system. It is proposed that after the full cycle of the annual review is complete; the Municipal Manager will
initiate an evaluation report annually, taking into account the input provided by directorates and
departments. This report will then be discussed by the Management Team and finally submitted to the
Council for discussion and approval. The evaluation should assess:

e The adherence of the performance management system to the Municipal Systems Act.

e The fulfilment of the objectives for a performance management system.

e The adherence of the performance management system to the objectives and principles.
e Opportunities for improvement and a proposed action plan.

While good and excellent performance must also be constantly improved to meet the needs of citizens and
improve their quality of life, it is poor performance in particular that needs to be improved as a priority. In
order to do this, it is important that the causal and contributing reasons for poor performance are analysed.
Poor performance may arise out of one or more of the following:

e Poor systems and processes.

e Inappropriate structures.

e Lack of skills and capacity.

e Inappropriate organisational culture.
e Absence of appropriate strategy.

To improve performance, the appropriate response strategy should be chosen:

e Restructuring is a possible solution for an inappropriate structure.

e Process and system improvement will remedy poor systems and processes.

e Training and sourcing additional capacity can be useful where skills and capacity are lacking.
e Change management and education programmes can address organisational culture issues.
e The revision of strategy by key decision-makers can address shortcomings in this regard.

e Consideration of alternative service delivery strategies should be explored.

Performance analysis is a requirement in order to identify poor performance. The Municipal Manager will
implement the appropriate response strategy to improve performance.

8. Governance

The governance structure was established to offer credibility to the overall performance processes. The
audit of performance information and system should comply with section 166 of the Municipal Finance
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Management Act and Regulation 14 of the Municipal Planning and Performance Management Regulations
(2001).

8.1 Continuous quality control and co-ordination

The Municipal Manager and PMS Manager are required to co-ordinate and ensure good quality of
performance reporting and reviews on an ongoing basis. It is their role to ensure conformity to reporting
formats and verify the reliability of reported information, where possible.

The municipal manager must review overall performance monthly while the PMS Manager should support
him/her in verifying the performance data and prepare the performance reports.

8.2 Performance investigations

The Mayor or Performance Audit Committee should be able to commission in-depth performance
investigations where there is either continued poor performance, a lack of reliability in the information being
provided or on a random ad-hoc basis. Performance investigations should assess

J The reliability of reported information

J The extent of performance gaps from targets
o The reasons for performance gaps

o Corrective action and improvement strategies

While the internal audit function may be used to conduct these investigations, it is preferable that external
service providers, who are experts in the area to be audited, should be used. Clear terms of reference will
need to be adopted by the Mayor for such investigation.

8.3 Internal Audit

Section 165 of the MFMA requires that each municipality must have an internal audit unit.

The municipality’s internal audit function will need to be continuously involved in auditing the performance
reports based on the organisational and directorate/departmental scorecards. As required by Regulation,
they will be required to produce an audit report on a quarterly basis, to be submitted to the Municipal
Manager and Performance Audit Committee.

The audit should include an assessment of:
e The functionality of the municipality’s performance management system
e The adherence of the system to the Municipal Systems Act
e The extent to which performance measurements are reliable

8.4 Performance Audit Committee

The MFMA and the Municipal Planning and Performance Management Regulations require that the
municipal Council establish an Audit Committee consisting of a minimum of three members, where the
majority of members are not employees of the municipality. No Councillor may be a member of an audit
committee, but the Chairperson of the Municipal Public Accounts Committee shall attend all meetings of the
Audit Committee. Council shall also appoint a chairperson who is not an employee.

The Regulations give municipalities the option to establish a separate performance audit committee
whereas the MFMA provides only for a single audit committee. Umsobomvu opted for a single committee to
execute the normal audit function as well as performance audits. The operation of this audit committee is
governed by Section 14 (2-3) of the regulations.
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According to the regulations, the performance audit committee must

review the quarterly reports submitted to it by the internal audit unit.

review the municipality's performance management system and make recommendations in this
regard to the council of that municipality.

assess whether the performance indicators are sufficient.

at least twice during a financial year submit an audit report to the municipal council .

It is further proposed that the Audit Committee be tasked with assessing the reliability of information
reported.

In order to fulfil their function a Performance Audit Committee may, according to the MFMA and the
regulations:

8.5

communicate directly with the Council, municipal manager or the internal and external auditors of the
municipality concerned;

access any municipal records containing information that is needed to perform its duties or exercise
its powers;

request any relevant person to attend any of its meetings, and, if necessary, to provide information
requested by the committee; and

investigate any matter it deems necessary for the performance of its duties and the exercise of its
powers.

Performance Evaluation Committees

The Performance Evaluation Committee of Umsobomvu municipality will consists of the following members:

(i)

(i)

(ii)

Performance Evaluation: Section 54A Manager:
e Mayor;

e Mayor of a neighbouring municipality:

¢ Audit Committee member;

e Chairperson: MPAC

e Councillor nominated by the Mayor.

Performance Evaluation: Section 56 Managers:

e  Municipal Manager;

e Municipal Manager of a neighbouring municipality:
¢ Audit Committee member;

e Chairperson: MPAC;

¢ Relevant Portfolio Councillor.

Performance Evaluation: Rest of Staff (suspended until further notice):
e Municipal Manager;

e Section 56 Manager;;

¢ Audit Committee member;

e Chairperson: MPAC;

¢ Relevant Portfolio Councillor.




29
Performance Management Framework

9. Performance Reporting

Performance must be reported in terms of the MSA, MFMA and the circulars and regulations issued in
terms of the aforementioned legislation. These reports include:

9.1 Monthly reports

Monthly reports on the performance of the directorates/departments should be generated from the
performance management system and submitted to the senior management team.

9.2 Quarterly reports

Reports to report on the performance in terms of the TL SDBIP should be generated form the system and
submitted to the Portfolio Committees and to Council. This report should also be published on the municipal
website.

9.3 Mid-year assessment

The performance of the first 6 months of the financial year should be assessed and reported on in terms of
Section 72 of the MFMA. This assessment must include the measurement of performance, the identification
of corrective actions and recommendations for the adjustments of KPI’s, if necessary. The format of the
report must comply with the section 72 requirements. This report must be submitted to Council for approval
before 31 January of each year and published on the municipal website afterwards.

9.4 Annual Performance Report

The annual performance report must be completed by the end of August and submitted with the financial
statements. This report must be based on the performance reported in the SDBIP. Reports should be
generated from the system and reviewed and updated in the performance comments field for reporting
purposes.

9.5 Annual Report
The annual report should be prepared and submitted as per MFMA Circular 11.
9.6 Legislative Reporting Requirements

The legislative requirements regarding reporting processes are summarised in the following table:

Time frame MSA/ MFMA Reporting on PMS Section
Quarterly The municipal manager collates the information and draft the
reporting organisational performance report, which is submitted to Internal
Audit.

The Internal Auditors (IA) must submit quarterly audited reports to the MSA Regulation 14(1)(c)

Municipal Manager and to the Performance Audit Committee
The Municipal Manager submits the reports to the Council.

Bi-annual The Performance Audit Committee must review the PMS and make MSA Regulation 14(4)(a)
reporting recommendations to council

The Performance Audit Committee must submit a report at least twice MSA Regulation 14(4)(a)
during the year a report to Council
The Municipality must report to Council at least twice a year MSA Regulation 13(2)(a)
The Accounting officer must by 25 January of each year assess the

performance of the municipality and submit a report to the Mayor,
National Treasury and the relevant Provincial Treasury. MFMA S72
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Annual The annual report of a municipality must include the annual| MFMA S121 (3)(c)(j) & MSA
reporting performance report and any recommendations of the municipality’s S46
audit committee

The accounting officer of a municipality must submit the performance
report to the Auditor-General for auditing within two months after the MFMA S126 1(a)
end of the financial year to which that report relate

The Auditor-General must audit the performance report and submit the
report to the accounting officer within three months of receipt of the MFMA S126 (3)(a)(b)
performance report

The Mayor of a municipality must, within seven months after the end of
a financial year, table in the municipal council the annual report of the MFMA S127(2)
municipality

The Auditor-General may submit the performance report and audit
report of a municipality directly to the municipal council, the National MFMA S127 (4)(a)
Treasury, the relevant provincial treasury, the MEC responsible for local
government in the province and any prescribed organ of the state

Immediately after an annual report is tabled in the council, the
accounting officer of the municipality must submit the annual report to
the Auditor- General, the relevant provincial treasury and the provincial MFMA $127 (5)(b)
department responsible for local government in the province.

The council of the municipality must consider the annual report by no
later than two months from the date on which the annual report was MFMA $129 (1)
tabled, adopt an oversight report containing council’s comments on the
annual report

The meetings of a municipal council at which an annual report is to be
discussed or at which decisions concerning an annual report are to be MFMA S130 (1)
taken, must be open to the public and any organ of the state

The Cabinet member responsible for local government must annually
report to Parliament on actions taken by the MECs for local government MFMA S134
to address issues raised by the Auditor-General

10. Design of Key Performance Indicators and Targets

Key performance indicators are measurements that indicate what needs to be done to measure progress in
implementing the strategic objectives of the municipality. Indicators are important as they:

e Provide a common framework for collecting data for measurements and reporting.

e Translate complex concepts into simple operational measurable variables.

e Enable the review of goals and objectives.

e Help provide feedback to the municipality and staff.

e |dentify the gaps between IDP strategies and the operational plans of the various departments.

10.1 Key performance information concepts

During the process of designing indicators and targets, it is important to understand the following key
concepts:
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CONCEPT DEFINITION

Performance A performance management framework that describes and represents how the municipal cycle

Management and processes of performance planning, monitoring, measurements, review, reporting and
improvement will be conducted, organised and managed, including determining roles of the
different role players.

Performance A strategic approach which provides a set of tools and techniques to plan regularly, monitor,

Management measure and review performance of the organisation and individuals.

System (PMS)

Performance management is a system that is used to make sure that all parts of the municipality
work together to achieve the goals and targets that are set.

Organisational

Concerned with the overall performance of the Municipality/ Organisation in relation to giving

Performance -

Management effect to the IDP (Macro Dynamics).

Individual Linked to the Organisational Performance Management System are the individuals who

Performance contribute to the success or failure of the Municipality/ Organisation. Each individual will have

Management performance objectives, targets and standards that are linked to objectives of his/her Division,
Department and Municipality.

Integrated Clearly defining 5-year Strategic Plan of a Municipalit

Development y 9 'y 9 . patty.

Plan (IDP) IDP should be reviewed annually or as required.

Key

Performance - . I

Area Key areas of responsibility and developed to achieve the objectives set

(KPA)

Objective Statement about what outcomes we want to achieve. All components of the IDP need to be
translated into a set of clear and tangible objectives. The statement of objectives requires a
tangible, measurable and unambiguous commitment. In setting objectives, the municipality will
need to:

. Carefully consider the results desired.
° Review the precise wording and intention of the objective.
. Avoid overly broad results statements.
. Be clear about the scope and nature of change desired.
. Ensure that objectives are outcome and impact focused.
Core Every employee, no matter at what level or within what function, is required to demonstrate a

Competencies

number of behaviours and skill that are considered core to achieve the objectives of the
municipality.

Priorities The IDP delivers products such as a set of delivery priorities and objectives, a set of internal
transformation strategies, priorities and objectives, identified projects that contribute to the
achievement of the above objectives and a financial plan.

Indicators Measures, which tell us whether we are making progress towards achieving our objectives. In

setting key performance indicators the following criteria were taken into consideration.

° Focused and Specific: Indicators should be clearly focused and stated
unambiguously.

° Measurable: An indicator should by definition contain a unit of measurement.

. Valid and Relevant: Validity is the degree to which an indicator measures what is

intended to be measured. This correlates strongly to the relevance of the indicator to
the objective being measured. It is also important that the whole set of indicators
chosen should be contextually relevant to the South African context.

o Reliable: Reliability is the degree to which repeated measures, under exactly the same
conditions will produce the same result.

. Simple: Good indicators will be simple, easy to communicate such that their relevance
is apparent.

. Minimise perverse consequences: Poorly chosen indicators, while nobly

intended, can have perverse consequences in the behaviours it incentives.
° Data Availability: Good indicators are reliable from data that is credible and available
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CONCEPT DEFINITION
on a regular basis. This data should leave an audit trail and should be audited by the
Office of the Auditor-General.
Key Measures (qualitative or quantitative) that tell us whether we are making progress towards
Performance achieving our objectives. These indicators have the following characteristics:
Indicators e Based on municipal operational functions
(KPI) e Based as far as possible, on existing measurements
e Based on measurable functions
e Compiled for monthly measurements (for organisational performance)
e Target driven, which requires baseline information for the measurement of performance
(performance is measured against targets, not demographics)
e The indicators are split into input, output, outcome, process, legal requirements and national
indicators as far as possible
e All the indicators should be measurable, simple, precise, relevant, adequate and objective.
Input These are indicators that measure what it costs the municipality to purchase the essentials for
Indicators producing desired outputs (economy), and whether the municipality achieves more with less, in
resources terms (efficiency) without compromising quality. The input indicators are indicating
what we need to do the work and may be the amount of time, money or number of people it took
the municipality to deliver a service.
Output These are the indicators that measure whether a set of activities or processes yield the desired
Indicators products — effectiveness indicators. They are usually expressed in quantitative terms and
respond to what we have produced. These indicators relate to programme activities or
processes.
Outcome These are the indicators that measure the quality as well as the impact of the
Indicators products/programmes in terms of the achievement of the overall objectives. In terms of quality,
they measure whether the products meet the set standards in terms of the perceptions of the
beneficiaries of the service rendered. In terms of impact, they measure the net effect of the
products or services on the overall objective. Outcome indicators relate to programme objectives
and responds to what we wish to achieve.
Activity The process or activities that use a range of inputs to produce the desired outputs and ultimately
indicators outcomes. It therefore responds to the question “what we do”
!mp_act The results of achieving specific outcomes, such as reducing poverty and creating jobs
indicators ’ '
Direct Data collected mainly by management information systems viz.,
indicators « Quantity
e Quality
¢ Cost/Price
e Timelines
e Start and end times
e Distribution
e Adequacy
e Accessibility
Opinion-
based Data collected through surveys
indicators
Relationship Calculated using a combination of direct and other data
indicators 9
Target The level of performance (or desired state of progress) of the indicator that is intended to be
achieved within a specified time period. (Value)
Baseline The value (or status quo) of the indicator before the start of the programme or prior to the period
over which performance is to be monitored and reviewed.
If the baseline did not exist, then “new” will be used.
Measurement | Should indicate where the data emanates from, how frequently it can be measured and reported.
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CONCEPT DEFINITION

source and This information will assist the auditing process.

frequency

SMART The following SMART criteria were used for the objectives, KPAs and KPls:
S - specific

M - measurable
A - achievable
R - realistic

T - time-framed

Benchmarking | Refers to a process whereby organisations of a similar nature use each other’s performance as a
collective standard against which they can measure their own performance.

General The following general key performance indicators are prescribed in terms of section 43 of the
!'eg.ort;ng Municipal Systems Act, 2000: These indicators must appear on the Organisational
indicators

Scorecard in addition to all the KPI's which have been set by the Municipality.

General Key Performance Indicators

1. [The percentage of households with access to basic level of water, sanitation,
electricity and solid waste removal

2. [The percentage of households earning less than R1 100 per month with access to
free basic services

3. [The percentage of a municipality’s capital budget actually spent on capital projects
identified for a particular financial year in terms of the municipality’s IDP.

4. [The number of jobs created through the municipality’s local economic development
initiatives including capital projects

5. [The number of people from employment equity targets groups employed in the three
highest levels of management in compliance with a municipality’s
approved employment equity plan.

6. [The percentage of a municipality’s budget actually spent on implementing its
workplace skill plan.

7. [Financial viability as expressed (refer regulation (10)(g))

(i) Debt Coverage
A= B-C D Where-
“A” represents debt coverage
“B” represents total operating revenue received
“C” represents operating grant
“D” represents debt service payment (i.e. interest + redemption) due within the
financial year;

(i) Service Debtors to revenue
A=BC
Where-
“A” represents outstanding service debtors to revenue
“B” represents total outstanding service debtors
“C” represents annual revenue actually received for services;

(iii) Cost Coverage
A=B+C D
Where —
“A” represents cost average
“B” represents all available cash at a particular time
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CONCEPT DEFINITION

“C” represents investments
“D” represents monthly fixed operating expenditure

10.2 Setting indicators

In setting indicators it is important that one understand the key performance concepts described above (par
10) and the relationship between the core performance information concepts illustrated below.

What we aim to
change

What we wish to
achieve

What do we
deliver

What we
do ACTIVITIES

What we use to
do the work

| Manage towards
achieving results

[ Plan, budget and
implement

INPUTS

The following aspects must also be considered:

The key priorities and objectives set in the IDP, which have been determined during the public
participation process at ward committees.

The activities and processes identified in the IDP for achieving the developmental objectives as well
as the earmarked resources.

Baseline and performance standard information for each indicator.

The risks identified during the risk review of the municipality that needs to be addressed with specific
actions.

The indicators listed in the Municipal Turnaround Strategy (MTAS).

Compliance and reporting requirements in terms of legislation.

Core departmental activities that need to be measured to improve municipal effectiveness and
efficiency.

The alignment of departmental activities and capital projects identified in the IDP with the budget.
Whether measurement tools (system and data) to measure the performance of the indicators are
available or can be developed.

In the event that measurement tools do not exist, then it is advisable that a KPI be set which would
measure the design and implementation of such a system. Once the measurement tool has been
implemented, then the KPI measuring the output from the tool can then be included in the scorecard.
The cost involved in setting up measurement tools needs to be considered.

The time frame for the implementation of measurement tools is also important.

It is important that the responsibility for the KPI needs to be allocated to the appropriate person who
will be required to measure the output/outcome on the KPI"s.
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e The timeframes for measuring and reporting actual performance against target set.

The following steps should be followed to develop a performance indicator:

e Identify the strategic objectives defined in the IDP and the key activities in the department that need
to be measured.

e Agree on what you are aiming to achieve by considering the end result (outcome / impact) of each
strategic objective and define the critical processes to achieve each of the strategic objectives.

e Specify the outputs, activities and inputs in order to achieve the outcomes and impacts.

e Inthe instance where performance indicators for individuals needs to be developed you also need
to consider key job requirements (job description).

e For each activity, confirm that it will assist in achieving the objectives and determine what the proof
of evidence will be that the activity has been delivered.

¢ Determine what resources you will require to be able to deliver the activity and confirm availability

for such resources, e.g. you cannot establish a play park without the necessary financial resources.

Determine the timeframes by when the activities need to be achieved.

Decide which department and individual will take responsibility for the activities.

Draft the KPI by explaining what will be done, how it will be done and what will be achieved.

Link it to timeframes indicating by when the activity should be delivered as well as to the National

KPA'’s, National Outcomes and the objective to be achieved.

e Formulate how the activity will be measured and what the proof will be that the activity has been
delivered (how will the activity be measured).

e Add the baseline for the indicator (the level where we are before we start with the work).

e Determine and add the performance standard for the target (minimum or ideal level of
performance).

¢ Allocate responsibility for delivering the activity to a department and individual (who will be
responsible for delivery and reporting on the target).

e Set the targets to be achieved per month / quarter in order to deliver the indicator (targets should as
far as possible comply with the SMART principle).

e Agree the finally formulated indicator with the respective department / manager / staff member.

10.3 System Description

Once KPI's are developed and approved, a comprehensive description of the system must be
drafted to indicate the following:

Top Level ref nr

Source

TL1

Legal

Strategic objective

Develop a capable and capacitated institution to respond to community needs

Responsible Directorate
KPI Owner

Name of the KPI Owner

Corporate Services

Director: Corporate Services

Responsible division

Human Resources

Job title of responsible person

Name of responsible person

Director: Corporate Services

Performa
nce
measure/

indicator

KPI

Unit of Measurement
Indicator Definition

Desired performance

Submit the Workplace Skills Plan and ATR to LGSETA by .....

Work Place SKills Plan and ATR submitted to LGSETA

The objective of the KPI is to measure compliance with the reporting on training and

planned training in the institution. (National reporting KPI ito Regulation 796)

To align training planned with training received
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Key risk(s) e Non-performance on the key performance indicator
Related
target/s
for the . . . .
financial Target Calculation Definition The target is a number representing the number of reports and Skills Plan submitted as at
oz | N
under
review
Calculation type Accumulative
Calculation Method
Sum
(Sum/Average/Year to date)
Reporting Cycle
(Annual/Quarterly/Monthly/Bi- Annual
annually)
Target Q1 0
Target Q2 0
Target Q3 0
Target Q4 1
Annual Target 1
d tati
Input Sou.rce ocu.men ation Copy of WSP and ATR and submission letter from LGSETA
/information used
. . LGSETA
Source documentation originates . - .
from Responsible Unit: Corporate Services
Responsible Person: Director: Corporate Services

Description of processing transactions/activities
(Collection of source info)

[y

. The Section Head: Corporate Services will populate the WSP template and ATR based on internal
generated excel spread sheet from Skills Plan: Personnel Classification.

2. The Director: Corporate Services will check information and sign off.

4. The excel spreadsheet (File name: Skills Plan and Training: Personnel Classification, 2018) is drawn at
30 April by the Director: Corporate Services to establish number to update the actual result for
the reporting KPI.

Standard operating procedures

1. SDBIP Assist issue an automatic system email monthly on the 15th to remind users that SDBIP
Assist will close on a particular date of a particular reporting month for update of actual
performance on the departmental SDBIP.

2. The Performance Administrator issue an automatic Outlook reminder by the 15th of every month
to remind users that SDBIP Assist will close on a particular date of a particular reporting month to
remind users to update their actual performance on the departmental SDBIP and to maintain a
portfolio of evidence for actual performance.

3. The Director: Corporate Services updates the actual performance of the TL KPI on the departmental
SDBIP KPI which automatically updates the TL KPI before the closure date for the month when the
KPI target is due and maintain a file with supporting documents to provide evidence of actual
performance

4.  SDBIP Assist force a user to update a performance comment (explaining how actual performance
was achieved) and to add a corrective action when actual performance is less than the target
expected, in order to save actual performance updated on the departmental SDBIP on SDBIP Assist.

5. Updates made on the departmental SDBIP KPI’s linked to the corresponding TL SDBIP updates the
TL SDBIP automatically daily at 23h59. Regardless of the automatic update at midnight, the
Performance Administrator can force an auto update of the TL KPI results from the departmental
SDBIP when required.

6. The web-based system close at 23h59 for the reporting month on the particular date for all users
after which no further changes can be made to the reported performance information unless prior
authorisation is obtained from the Municipal Manager to open the departmental SDBIP reporting
month again.

7. The Performance Administrator generates a departmental SDBIP system report by more or less the
25th of every month and distribute the report to the Executive Management for overview and
discussion with the MM.

8.  The Internal Auditor audits the performance information of the TL SDBIP on a quarterly basis prior
to submission of the quarterly Top Layer SDBIP Report to the Performance Audit Committee to
ensure the reported performance agree with the portfolio of evidence.

9. The Performance Administrator prepare the quarterly Top Layer SDBIP report and submit the
report to the Portfolio Committee and MPAC for oversight
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System used Web-based system called SDBIP Assist (Access control via unique own created password)

Description of reporting requirements

Name of the report

Monthly departmental SDBIP
report of the particular
reporting month

Top Layer SDBIP Report for a
particular quarter

Originate/generated by whom

Performance Administrator

Performance Administrator

Period when reported
(Frequency)

Monthly

1st quarter and 3rd
quarter (Quarterly)

Reported to

All Directors

Municipal Manager, Portfolio
Committees and Council

Purpose

Monitoring KPI results

Monitoring and
Oversight

Top Layer SDBIP Report for a
particular quarter

Section 72 mid-year report

Section 46 Annual
Performance Report

Chief Audit Executive

Municipal Manager

Municipal Manager

Quarterly

Mid-year report (1st and
2nd quarter) (Bi-Annually)

Chapter 3 & 4 included in
the Annual Report |
(Annually)

11. Performance Management System

Performance Audit Committee

Mayor, Council, Provincial and
National Treasury

Auditor-General, Council,
MPAC, Provincial and National
Treasury

Audit of performance
results (Compliance)

Compliance with
Section 72 of the
MFMA

Compliance with
Section 46 of the MSA;
Section 121(3)(c) of
the MFMA

The municipality adopted the Ignite System to administer organisational and individual performance and the
system should therefore be utilised to its full extent. The manuals how to use the system is available online.
The reports that can be generated form the system is should be utilised for reporting purposes to allow for
consistency and effectiveness.

12. Performance Process Maps

The following process maps summarise the key operational and individual performance processes. These
process maps should be read with the sections dealing with these performance processes
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12.1 Top Layer SDBIP

Data Sources Arproved Dratt MTAS Risk Register Oversignt ~egislation and
IDP Budget Report policies
Review source |dentify Link KPI to Link KPI to Nat. Link KPI to Nat
Process doc’s Objectives Design KP! g objective KPA Qutcome
- . Determine
Calculate Assign KPI to Determine g Calculate outer
targets Sr manager baseline % performance 7 Document POE [ year targets
standard
Agree cap.
Financial Data Populate project | ¥ Designkpl | w  Calouate Assion tostaff | | o ice spBIP
financial cata targets member
threshold
Submi draftio Approval by
Workshap with Mayor 14 days Mayor 28 days Table at Fublish on
Approval mgmnt 4 after budget > Update ™ after budget Council website
anproval approval
Moanitor and Qily update Poor 5
Maintenance review —»  with actual [ performance: [~ Preparereport [—# Scubr‘n\i 1|0 u'bhhshion
performance performancea Corractive action aunc website
Addios7Zrepor AddtosdBreport
f Mid-year and motivate Update after . and document Publish an
Review Review reasons for appraval [ Year-endreview M iins for poor website
changesin g72 performance
12.2 Departmental SDBIP
Approved Draft Departmental Legislation and Top Layer
(PR STREE IDP Budget Responsibilities Risk Register policies SDBIP
Identify
Review source - . Link KPI to Link to TL Link KPI to Nat
Process dac’s » aclivitiesto | b Design KPI objective SDBIP KFI KPA & Outecme
monitor
. Determine
Cazlculate Assign KPI to Determine Set monthly
- =
targets ] staff member baseline [*| performance Document POE = targets
standard
- - Design Capital Assign KPIto Calculate Assign to staff A 5
Financial Data project KPI's staff member targets ™ member *| Finalise SCBI
Submit draft to
I " . Approval by VIV
Approval Workshop with municipal Ral Update —» 28 days after
mgmnt manager for b
udgetapproval
approval
Monitor and Monthly update Poor Prepare Submit to Submit to
Maintenance review > with actual » performance: [ mnn1h|§ renort —» Management b Portfolio
perfarmance performance Corractive action P Committee Committee
Monthly Recaognise good cor;:g:!:::tion Continuous
Review Review performance ] for poor B monl.tor &
performance SN
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12.3 Individual Performance

Past Year
Approved Top Layer Departmental Job Personnel
Data Sources IDP SDEIP SDBIP Description Performance Data
Review
¥ ;
. Identify key —_ . Document actions
Process Rev iew source | aclivities | Confirm job Determine |y Document your | o 1o address caresr
daoc's functions career goals personnel data
responsible for geals
. Dacument
worngement | wenysoer | geeor L ot L] i [ coeome L] e
EH e fo additional KPI's Kpﬁ‘. e weights development
by 31 July responsible r S criteria plan
Staff approval \dentfySDBIP Document Set Document Finalise
by end August KPI's > KPI's ¥  measurement ¥ personal " agreement
responsible for criteria development plan
Discuss Aaree on Sign and Update WPSP
Final appraoval performance cgontent subrrgm HR [T Wit training
plan content needs
Distribute .
§57 Quarterly Lyl 2verbal & 2 Formal: 360 performancereports | | Formal review L c;g&;;nghd
Performance reviews formal reviews review on CCR's for preparation week by committee
n advance approve rewards
. - Staff prepare for Manager raview - Year-end:
Staff Tew:\:\s in (» performance | performanceand | Peﬁgrm?nce . F?ills:;gﬁll —» calculate and
Performance an & Aug review discuss moderation upcate s approve rewards

13. Role and Responsibilities of Stakeholders

The following table sets out a summary of the roles and responsibilities of the various stakeholders in the
PMS within each of the management components:

INVOLVEMENT
STAKEHOLDERS BENEFITS
ADMINISTRATIVE OVERSIGHT
Mayor ¢ Facilitate the development of a Optimum and equitable service
long term Vision regarding IDP delivery.
and PMS

e Mayor is responsible for the
performance and need to approve
the SDBIP and submit the annual
performance report to Council

e Approval of municipal manager
performance plan and evaluate
and report on municipal

performance
Portfolio Councillor  Monitor the implementation of the | Facilitates the process of
strategy benchmarking and collaboration with

e Review and monitor the other municipalities.

implementation of the IDP and the
PMS

¢ Evaluate performance of senior
management, where applicable

Council * Adopt the PMS policy and Provides a mechanism for the
approve the IDP implementation and review of PMS

e Approve performance rewards and IDP achievement.
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e Oversight role to ensure that

performance management
processes are monitored

Provide strategic awareness and
manage the development of the
IDP and PMS.

Promotes public awareness and
satisfaction.

Municipal Manager

Ensure the implementation of the
IDP and the PMS.

Communicate with the Mayor and
Senior Management Team.

Clarifies goals, targets and work
expectations of the executive
management team, other senior
managers, line managers and
individual employees.

Senior Management Team

Manage Departmental and
individual performance

Review and report on
performance

Facilitates the identification of
training and development needs at
different levels in the municipality.

All Other Managers

Implement the departmental
business / operational plans and
monitor the Individual
Performance Plans.

Provides an objective basis upon
which to reward good performance
and correcting under performance.

Individual Employees

Execute individual performance
plans.

Mechanism for early warning
indicators to check and ensure
compliance.

Reporting Officer (for service
provider evaluations)

Line Departments

Monitor and assess work done or
service provided as per the
service delivery agreement or
contract

Report on the performance of the
service provider

Ensure quality and effective
performance of service providers.

Supply Chain Management

Manage the performance
monitoring process of service
providers

Report on contract
management and service
provider performance to Council
quarterly

Report to Council annually on the
performance of service providers

Investigate and report on the
impact of the interventions on
areas of underperformance as
part of the quarterly and annually
report.

Review the policy and process
annually.

Liaise with departments on
interventions for under-
performing areas.

e Enhances service delivery and
performance.

e Addresses weak performance
timeously.

e Effective reporting.
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Internal Audit ¢ Assess the functionality, integrity, | ¢ Enhances the credibility of the
effectiveness and legal PMS and the IDP.
compliance with the PMS.

e Enhances the status and role of
Internal Audit.

Representative Forums / Ward ¢ Inform the identification of Provide a platform for the public /
Committees community priorities. communities to inform and

e Public involvement in service communicate with Council.

delivery of the municipality.

Auditor-General Audit legal compliance and Provides warning signals of under-
performance processes performance which can provide pro-
active and timely interventions.
Performance Audit Committee Independent oversight on legal Provides warning signals of under-
compliance. performance.
Oversight Committee Review Annual Report and suggest Improved performance

corrective action to address shortfalls

14. Conclusion

PMS cannot be implemented or transplanted directly from another organisation or copied from a text book
or taken from the shelf. Each municipality or department or region is unique due to the ever-changing
environment in which they operate.

The PMS does not operate in isolation as it is a systems-wide intervention which ensures control in the
ultimate achievement of vision/mission, strategic objectives and goals. It is therefore important that the
municipality takes ownership and “grows” into its own PMS with the help of experts.

It is important to note that a PMS is dynamic and will change and develop over time to reflect the unique
features of the municipality. The municipality environment is no exception to this phenomenon and this
policy framework lends itself to improvement and positive changes with even more focused alignment to its
objectives and performance levels.
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Appendices
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Appendix 1

Performance Calendar

The following calendar summarises the performance activities per month:

Performance Management Calendar

Action

Activity

Comment

July

Service Provider
Performance

4™ Quarter service provider report

Review performance of service
providers as per the approved policy

e SCM to submit report to Council
e Submit reports to SCM Unit
e Address poor performance

Performance Reporting

4th Quarter performance Report:
Top Level SDBIP

e Each department to finalise SDBIP quarterly
report

e Input for Annual Report for AG

MM / S56 performance
agreements

Prepare and approval

e Prepare agreements ito R805
e Approval and signed before 31 Jul
e KPI's aligned with SDBIP

¢ Include CCR's evaluation committee;
evaluation periods; bonus

SDBIP Reporting

Update departmental SDBIP

e Monthly progress reports to Executive
Management and Portfolio Councillor

e Actions to address GAPS

IDP

IDP Framework and Process Plan

Process plan to ensure proper planning and
involvement of all stakeholders to identify clear
objectives and key performance areas

August

Service Provider
Performance

Review performance of service
providers as per the approved policy

e Submit reports to SCM Unit
e Address poor performance

SDBIP Reporting

Update departmental SDBIP

e Monthly progress reports to Executive
Management and Portfolio Councillor

e Actions to address GAPS

Staff Performance

Formal review of staff performance

e Evaluation of performance for the past 6
months ending June

e Moderation; coaching and counselling
e Document and report

Staff Performance

Finalise performance plans

Determine KPI's -Key outputs/ outcomes; career
goals; job requirements; measurement criteria;
skills required and development needs / plan

Annual Performance
Report

Finalise and submit performance
report to AG

Performance report on financial and operation
performance for audit purposes

IDP

IDP Process Plan

e Submission to Mayor
e Approval of plan

September

Service Provider
Performance

Review performance of service
providers as per the approved policy

e Submit reports to SCM Unit
e Address poor performance
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Performance Management Calendar

Action

Activity

Comment

SDBIP Reporting

Update departmental SDBIP

Monthly progress reports to Executive
Management and Portfolio Councillor

Actions to address GAPS

MM/S 56 Performance

Annual performance review

Review against targets

Review CCR's - obtain 360 degree input
Determine development needs
Calculate rewards ito agreements
Document and sign-off

October

Service Provider
Performance

1% Quarter service provider report

Review performance of service
providers as per the approved policy

SCM to submit report to Council
Submit reports to SCM Unit
Address poor performance

SDBIP Reporting

Update departmental SDBIP

Monthly progress reports to Executive
Management and Portfolio Councillor

Actions to address GAPS

Performance Reporting

1% Quarter performance Report:

Top Level SDBIP

Each department to finalise SDBIP quarterly
report

MM/S 57 Performance

Informal performance discussion

How are we doing, progress and address possible
shortcomings

IDP & Budget

Public participation

Consult key stakeholders / role-players
Identify potential projects / needs

November

Service Provider
Performance

Review performance of service
providers as per the approved policy

Submit reports to SCM Unit
Address poor performance

SDBIP Reporting

Update departmental SDBIP

Monthly progress reports to Executive
Management and Portfolio Councillor

Actions to address GAPS

Planning

Strategic Planning

Planning sessions with Council and
Management

Mission, Vision and Values

Review progress against strategic objections
Review strategic direction and progress
Alignment with national strategies

Budget guidelines / draft projects

Staff Training

PMS Training updates

Identify any performance management training
needs and address with update training sessions

December

Service Provider
Performance

Review performance of service
providers as per the approved policy

Submit reports to SCM Unit
Address poor performance

SDBIP Reporting

Update departmental SDBIP

Monthly progress reports to Executive
Management and Portfolio Councillor

Actions to address GAPS
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Performance Management Calendar

Action

Activity

Comment

Annual Report

Draft Annual Report

Final draft to be ready for submission to Council

January

Service Provider
Performance

2" Quarter service provider report

Review performance of service
providers as per the approved policy

e SCM to submit report to Council
e Submit reports to SCM Unit
e Address poor performance

SDBIP Reporting

Update departmental SDBIP

e Monthly progress reports to Executive
Management and Portfolio Councillor

e Actions to address GAPS

Performance Reporting

Prepare and submit Mid-year
performance report ito s72 of MSA

Each department to finalise SDBIP quarterly
report

Staff Performance

Formal review of staff performance

¢ Evaluation of performance for the past 6
months ending December

e Moderation; coaching and counselling
e Document and report

Annual Report

Submit draft report to Council

Final draft submitted to Council for adoption in
principle and public participation

February

Service Provider
Performance

Review performance of service
providers as per the approved policy

e Submit reports to SCM Unit
e Address poor performance

SDBIP Reporting

Update departmental SDBIP

e Monthly progress reports to Executive
Management and Portfolio Councillor

e Actions to address GAPS

MM/s57 Performance

Mid-year formal performance review

¢ Review against targets

e Review CCR's - obtain 360 degree input
e Determine development needs

e Calculate rewards ito agreements

e Document and sign-off

Annual Report

Advertise draft Annual Report for
public participation

Advertise draft Annual Report for public comment
in terms of service delivery

Oversight

Oversight Committee considers
Annual Report

e Review

e Actions to address shortcomings
e Performance Risk Assessment

¢ Report to Council

March

Service Provider
Performance

Review performance of service
providers as per the approved policy

e Submit reports to SCM Unit
e Address poor performance

SDBIP Reporting

Update departmental SDBIP

e Monthly progress reports to Executive
Management and Portfolio Councillor

e Actions to address GAPS

IDP

Draft IDP to Council

e |DP aligned with national strategy |
¢ Include clear objectives and municipal KPA's
e Needs that cannot be accommodated should




Performance Management Framework

46

Performance Management Calendar

Action

Activity

Comment

be included in priority listings

e Should include all required sectoral plans that
are aligned

Budget aligned with IDP and address IDP

Budget Draft Budget to Council objectives
Top Level SDBIP should be aligned with IDP and
SDBIP Draft top level SDBIP and submit budget; strategic objectives;

with draft budget

municipal KPA's; assigned to senior managers
and include outer year performance

Annual Report

Approval of Annual Report

e Public comment considered

e Final Annual Report submitted

e Oversight committee report submitted
e Proposed actions approved

April

Service Provider
Performance

3" Quarter service provider report

Review performance of service
providers as per the approved policy

e SCM to submit report to Council
e Submit reports to SCM Unit
e Address poor performance

SDBIP Reporting

Update departmental SDBIP

e Monthly progress reports to Executive
Management and Portfolio Councillor

e Actions to address GAPS

Performance Reporting

3" Quarter performance Report:
Top Level SDBIP

Each department to finalise SDBIP quarterly
report

IDP & Budget

Public participation

Obtain public input in draft documents and consult
key stakeholders

MM/s56 Performance

Informal performance discussion

How are we doing, progress and address possible
shortcomings

Work Place Skills Plan

Update and submit WPSP

Alignment with needs as per mid-year
performance reviews

May

Service Provider
Performance

Review performance of service
providers as per the approved policy

e Submit reports to SCM Unit
e Address poor performance

SDBIP Reporting

Update departmental SDBIP

e Monthly progress reports to Executive
Management and Portfolio Councillor

e Actions to address GAPS

IDP & Budget

Approval of IDP and Budget

Approval by Council

SDBIP

Departmental SDBIP development

Workshop with departments

June

Service Provider
Performance

Review performance of service
providers as per the approved policy

e Submit reports to SCM Unit
e Address poor performance

SDBIP Reporting

Update departmental SDBIP

e Monthly progress reports to Executive
Management and Portfolio Councillor

e Actions to address GAPS

SDBIP

Top Level SDBIP approval

e SDBIP to be submitted to Mayor within 14
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Performance Management Calendar

Action

Activity Comment

days after budget approval

e Approval by Mayor within 28 days after budget
approval

SDBIP

e SDBIP to be address all Top Level KPI's

e Address departmental responsibilities Key
Approval of departmental SDBIP activities, challenges and risks; performance
plans (project lifecycle); resource allocation;
inputs and timeframes
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Appendix 2

List of acronyms

AG
CCR
IDP
KPA
KPI
LED
MEC
MFMA
MSA
MTEF
PDP
PMS
POE
SALGA
SDBIP
SFA
SMART
TL SDBIP
WPSP

: Auditor General

: Core Competency Requirement

: Integrated Development Plan

: Key Performance Areas

: Key Performance Indicators

: Local Economic Development

: Member of the Executive Council

: Municipal Financial Management Act

: Municipal Systems Act

: Medium Term Economic Framework

: Personal Development Plan

: Performance Management System

: Portfolios of Evidence

: South African Local Government Association

: Service Delivery and Budget Implementation Plan

: Strategic Focus Area

: Specific, Measurable, Achievable, Realistic, Time-frame
: Top Layer Service Delivery Budget Implementation Plan
: Work Place Skills Plan
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Appendix 3

Definitions

“accounting officer”

(a) in relation to a municipality, means the municipal official referred to in section 60 of the Municipal
Systems Act; or

(b) inrelation to a municipal entity, means the official of the entity referred to in section 93, and includes a
person acting as the accounting officer

“annual report”
in relation to a municipality or municipal entity, means an annual report contemplated in section 121 of
the Municipal Finance Management Act

“Auditor-General”

means the person appointed as Auditor-General in terms of section 193 of the Constitution, and includes a

person-

(a) acting as Auditor-General

(b) acting in terms of a delegation by the Auditor-General; or

(c) designated by the Auditor-General to exercise a power or perform a duty of the Auditor-
General

“basic municipal service”
means a municipal service that is necessary to ensure an acceptable and reasonable quality of life and
which, if not provided, would endanger public health or safety or the environment

“Backlogs”

A backlog can be defined as quality of service/ goods that have accumulated over time that are still
undelivered/unattended/still not produced. The backlogs in rural water, sanitation and electricity have been
defined in official census figures, but vary (increase or decrease) from year to year due to migration
patterns. Regardless, these backlogs are now being dealt with systematically (refer to baseline).

“baseline”
the accurate and quantitative data at a stated point in time that marks the beginning of a trend.

“councillor”
means a member of a municipal council

“ Section 54 A employee”
means a person employed by a municipality as a municipal manager;

“ Section 56 employee”
means a person employed by a municipality as a manager directly accountable to a municipal
manager;

“employer”
means the municipality employing a person as a municipal manager or as manager directly accountable to
a municipal manager and as represented by the mayor, Mayor or municipal manager as the case may be;

“employment contract”
means a contract as contemplated in Section 57 of the Municipal Systems Act;

“external service provider”
means an external mechanism referred to in section 76(b) of the Municipal Systems Act; which provides
a municipal service for a municipality
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“financial statements”
in relation to municipality or municipal entity, means statements consisting of at least-

(a) astatement of financial position;

(b) astatement of financial performance;

(c) acash-flow statement;

(d)  any other statements that may be prescribed; and
(e) any notes to these statements

“financial year”
means the financial year of municipalities that end on 30 June of each year

“input indicator”
means an indicator that measures the costs, resources and time used to produce an output

“integrated development plan”
means a plan envisaged in section 25 of the Municipal Systems Act

“local community” or “community”

in relation to a municipality, means that body or persons comprising —

(a) the residents of the municipality

(b)  the ratepayers of the municipality

(c) any civic organisations and non-governmental, private sector or labour organisations or bodies
which are involved in local affairs within the municipality

“mayor”

in relation to —

(a) a municipality with a Mayor, means the councillor elected as the Mayor of the municipality in terms
of section 55 of the Municipal Structures Act; or

“MEC for local government”
means the MEC responsible for local government in a province

“Minister”
means the national Minister responsible for local government

“municipality”

when referred to as —

(a) an entity, means a municipality as described in section 2; and

(b) a geographical area, means a municipal area determined in terms of the Local Government:
Municipal Demarcation Act. 1998 (Act No. 27 of 1998)

“municipal council” or “council”
means a municipal council referred to in section 157(1) of the Constitution

“municipal entity”

means —

(a) a company, co-operative, trust fund or any other corporate entity established in terms of any
applicable national or provincial legislation ward which operates under the ownership control of
one or more municipalities, and includes, in the case of acompany under such ownership
control, any subsidiary of that company, a private company referred to in section 86B(1)(a); or

(b)  a service utility.

(c) a multi-jurisdictional service utility

“Municipal Finance Management Act”
means the Local Government: Municipal Finance Management Act, 2003, and any
regulations made under that Act
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“municipal manager”
means a person appointed in terms of section 82 of the Municipal Structures Act

“municipal service”
has the meaning assigned to it in section 1 of the Municipal Systems Act

“Municipal Structures Act”
means the Local Government: Municipal Structures Act. 1998 (Act 117 of 1998)

“Municipal Systems Act”
means the Local Government: Municipal Systems Act, 2000 (Act No.32 of 2000)

“Outcome indicator”
means an indicator that measures the quality and or impact of an output on achieving a particular
objective

“Output indicator”
means an indicator that measures the results of activities, processes and strategies of a program of a
municipality

“parent municipality”

(a) inrelation to a municipal entity which is a private company in respect of which effective control vests
in a single municipality, means that municipality;

(b) inrelation to a municipal entity which is a private company in respect of which effective control vests
in two or more municipalities collectively, means of those municipalities;

(c) in relation to a municipal entity which is a service utility, means the municipality which established
the entity; or

(d) inrelation to a municipal entity which is a multi-jurisdictional service utility, means each municipality
which is a party to the agreement establishing the service utility

“private company”
means a company referred to in section 19 and 20 of the Companies Act. 1973 (Act No. 61 of 1973)

“performance agreement”
means an agreement as contemplated in Section 57 of the Municipal Systems Act

“performance plan”
means a part of the performance agreement which details the performance objectives and targets that
must be met and time frame within which these must be met.

“prescribe”
means prescribe by regulation or guidelines in terms of section 120 and “prescribed” has a corresponding
meaning

“political office bearer”
means the speaker, Mayor, mayor, deputy mayor or member of the executive committee as referred to
in the Municipal Structures Act

“political structure”

in relation to a municipality, means the council of the municipality or any committee or other collective
structure of a municipality elected, designated or appointed in terms of a specific provision of the
Municipal Structures Act

“resident”
in relation to a municipality, means a person who is ordinarily resident in the municipality

“senior manager”
(@) in relation to a municipality, means a manager referred to in section 56 of the Municipal
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Systems Act; or
(b) in relation to a municipal entity, means a manager directly accountable to the chief executive
officer of the entity

“service authority”

means the power of a municipality to regulate the provision of a municipal service by a service
provider

“service delivery agreement”

means an agreement between a municipality and an institution or person mentioned in section 76(b)
of the Municipal Systems Act in terms of which a municipal service is provided by that institution or person,
either for its own account or on behalf of the municipality

“service delivery and budget implementation plan”
means a detailed plan approved by the mayor of a municipality in terms of section 53(1)(c)(ii) of the
Municipal Finance Management Act for implementing the municipality's delivery of municipal services
and its annual budget, and which must indicate —
(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)  any other matters that may be prescribed,

and includes any revisions of such plan by the mayor in terms of section 54(1)(c) of the Municipal
Finance Management Act

“service utility”
means a municipal entity established in terms of section 82(1)(c), a body established in terms of
section 86H of the Municipal Systems Act

“staff”

in relation to a municipality, means the employees of the municipality, including the municipal
manager



53
Performance Management Framework

Appendix 4
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Appendix 5
Performance Rewards
Section 54A and Section 56 Managers
Performance Rating:
Overall Measured Score Performance Description
0% to 64% Poor Performance
65% to 69% Average Performance
70% to 74% Fair Performance
75% to 79% Good Performance
80% to 100% Excellent Performance

Performance Reward

No reward

5% of total package
9% of total package
11% of total package

14% of total package

Middle Managers on post levels 0 — 4, Technicians and Manager in the Mayor’s Office) (suspended

until further notice)

Performance Rating:

Overall Measured Score Performance Description
0% to 64% Poor Performance

65% to 69% Average Performance
70% to 74% Fair Performance

75% to 79% Good Performance

80% to 100% Excellent Performance

Performance Reward
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Appendix 6
Revision Checklist
Reviewed per Council Resolution 03/09/2014 dd 23 September 2014
Reviewed per Council Resolution 06/08/2015 dd 28 September 2015
Reviewed per Council Resolution 21/08/2016 dd 30 August 2016
Reviewed per Council Resolution 19/07/2017 dd 7 September 2017
Reviewed per Council Resolution 11/06/2018 dd 8 August 2018
Reviewed per Council Resolution 05/05/2019 dd 30 May 2019

A.C. MPELA
MUNICIPAL MANAGER
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PREAMBLE

The Umsobomvu Municipality continuously endeavours to achieve best
practices, policies and procedures when managing the administration and operations
of the assets of the municipality.

In order to enable and enhance the productivity of the municipality’s business units it
is critical to make use of the latest means of communication technology. Based on
this, cellular phones are allocated for sound business reasons, for receiving business
calls and making business calls when not in the office.

The purpose of this Policy is to develop a means of managing these tools/assets in an
effective and efficient manner and to provide clear directives and procedures with
regard to approval and payment of a cellular phone and data bundle allowance. This
document replaces previous documents/policies on this topic.

The guiding principles used in developing the Umsobomvu Municipality Cell
Phone and Data Bundle Policy were sourced from the following legislation and
policies:

° Remuneration of Public Office Bearers Act 20 of 1998, section 7(3)
Government Notices: Upper Limits Salaries, Allowances and Benefits of Public
Office Bearers

Umsobomvu Municipality's Supply Chain Management Policy

Umsobomvu Municipality's Asset Management Policy

Municipal Finance Management Act 56 of 2003

Municipal Supply Chain Management Regulations

Municipal Structures Act 117 of 1998

Municipal Systems Act 32 of 2000

Umsobomvu Municipality's Subsistence and Travel Policy



DEFINITIONS

1. Municipality means the Umsobomvu Municipality.

2. Mayor means a Mayor elected in terms of section 36 of the
Municipal Structures Act 117 of 1998.

3. Speaker means a Speaker elected in terms of section 36 of the
Municipal Structures Act 117 of 1998.

4, Portfolio Committee means a Portfolio Committee member elected in terms
of section 79 of the Municipal Structures Act 117
of 1998.

5. Municipal Manager means a person appointed by the municipality in terms
of Section 56 of the Municipal Systems Act and who is
the Head of Administration and also the Accounting
Officer for the Municipality.

6. Head of Department means a person appointed by the municipality in terms
of Section 57 of the Municipal Structures Act and
who is the Head of a Department within the
Umsobomvu Municipality.

7. Official

means any other personnel appointed by the
Umsobomvu Municipality on T-Grade levels 1 to 25
and includes contract employees.



1.

APPLICATION OF THE POLICY

This Policy shall apply to:

1.1

1.2

1.3

1.4

1.5

1.6

1.7

The Mayor.

Portfolio Chairs.

Ward Councillors.

Proportional Elected Councillors.
Municipal Manager.

Senior Managers

Any other official who has received approval from the Municipal Manager for
a Cellular Allowance.




2. CELLPHONE ALLOWANCE

The municipality shall procure and provide all Councillors and qualifying officials
with a cellular phone and or a data bundle by means of a contract with a cellular
phone service provider.

The user may structure a cellular package that best suites his/her needs, based
on personal circumstances provided that the maximum amounts quoted in clause 5
are not exceeded. The Municipality recognizes that cell phones are an
extension of individuality and as such the user is at liberty to enhance the
choice of item through a cash contribution towards the upgrading of
available models, currently limited to the extent of allowances received.

The municipality enters into an agreement/contract with a service provider
and a copy of such agreement is furnished to the user for validation purposes.

The cellphone contract is between the municipality and the service provider and
the user is liable for the payment thereof by a means of a direct deduction from his/
her salary.

Cell phone allowances that is effected through the payroll system is a taxable
allowance and should not be construed as inclusive in a negotiated remuneration
package.

The user may recoup, wear and tear allowances on cell phone item from taxable
income on completion of yearly statutory tax returns (Personal Tax Returns).

The user is responsible for insuring the phone against theft, loss or damage and
ensures that the cellphone is available for use at all times. In the event of loss or
damage, an employee shall be afforded 5 working days to obtain a replacement
handset at his/her own cost, failing which the allowance shall be stopped.

An allowance will not be granted to employees with no official authorisation to
acquire a cell phone for official use. The municipality will not be liable for any costs
where an employee obtained a private cellular contract without prior official
authorization.

Maintenance, insurance and any additional charges, such as itemised billing of
cellular phones is for the cost of each user.

In terms of the Municipal Performance Regulations the Accounting Officer,
Section 57 Managers and Councillors, ex officio qualify for cellphone and data
bundle allowance. The extension of cell phone and data bundle allowances to all
other employees is a matter to be decided upon by the Accounting Officer in terms of
his/her delegated powers following a successful motivation and subsequent
approval by the Accounting Officer before such official can be granted a cellphone
allowance.



3. PROCEDURE TO BE FOLLOWED WHEN APPLYING FOR A
CELLPHONE ALLOWANCE BY OFFICIALS WHO DO NOT
RECEIVE A CELLULAR ALLOWANCE AS PART OF A
REMUNERATION PACKAGE:

This procedure applies to officials between T Grade levels 1 to 25.

This procedure does not apply to Councillors and Section 56 and Section 57
Managers.

All applications must be made in writing, supported with a proper motivation, and
must be directed to the relevant Head of Department, for onward submission to the
Municipal Manager, who has the final authority to approve a cellphone allowance.

The Head of Department must consider the application and make a recommendation
to the Municipal Manager.

The application must be submitted to the Corporate Services Department who
will support/not support such an application and will confirm with Budget and
Treasury Department on the availability of funds.

Ad hoc prepaid facilities will be made available to certain members of staff when
required and will require approval from the Accounting Officer.

After approval of such an allowance by the Municipal Manager the following will
apply:

3.1 PUBLICATION OF CELL PHONE NUMBERS

All employees who participate in any of the benefits contained in this policy shall be
obliged to permit the information relative to the cellular phone number to be made
public and to supply any member of staff and the public therewith on request.

All employees who participate in any of the benefits contained in this policy shall be
obliged to register as member of all six Ward WhattsApp Service Delivery Groups and
shall monitor and respond to applicable complaints within the specified time frames
for service delivery queries.

3.2 Ownership

Council shall own all cellular contracts, wireless data dongles and cellular phones for
the duration of the contract with the provision that upon expiry of the contract
ownership shall revert to the relevant employee or Councillor.

When the services of an employee is terminated or a Councillor's term of office is
terminated before the term of office expires, the handsets and dongles together with
SIM cards and PIN numbers shall be handed in to the Chief Financial Officer for
safekeeping .



4. CONDITIONS AND RESTRICTIONS OF USE

4.1 CELLPHONE ALLOWANCE

Councillors are provided a cell phone and data bundle allowance in terms of the
annual Gazettee on the Upper Limits of Salaries, Allowances and Benefits of
Different Members of Municipal Councils issued in terms of the Remuneration of
Public Office Bearers Act 20 of 1998.

Officials are provided an allowance in terms of the staff benefits provided by
Umsobomvu municipality.

International roaming is for Councillors and officials travelling abroad and must be
activated by officials/Councillors who are travelling abroad. Only
official international calls made and received by a user will be paid in full by
Council upon submission of a comprehensive itemised billing. Costs associated with
the activation for international roaming will be for the cost of Umsobomvu
municipality.

The municipality is not responsible for insuring the phone against theft, loss or
damage. The user must ensure that the hardware is secured or insured at his/her
own costs and must ensure that he/she is contactable at all times for official purposes.

In instances where a particular employee exceeds the approved limits, a written
motivation should be made to the applicable Head of Department / Municipal
Manager to recoup the amount in excess of the approved limit provided that
these were utilised for business purposes.

Officials who exceeds the approved limits stated by the contract entered into with
a service provider shall be liable for the total cost which exceeds the contractual
limits which excess shall be recovered in the month that the excess occurs.

Proof must be provided by the user, e.g. itemised billing, failing which, the excess
will be for the account of the employee. Prior availability of funds must be
confirmed by the Office of the CFO.
Councillors who exceeds the approved limits stated by the contract entered into with a
service provider shall be liable for the total cost which exceeds the contractual
limits which excess shall be recovered in the month that the excess occurs.



S.

CELLPHONE ALLOWANCE

CELLPHONE AND DATA BUNDLE ALLOWANCE WILL BE PROVIDED AS FOLLOWS:

DESIGNATION AMOUNT (allowance per month Pre-Tax)
1. Mayor As per the Gazette on Upper Limits
2. Part Time Councillors As per the Gazette on Upper Limits
3. Section 56 and 57 Managers R2 000.00
4. Managers and other Employees As per their employment contract
5. Data: Section 56 and 57 Managers | R1 000.00
6. Data: Managers/other Employees | As per their employment contract
7. Officials Pre-Paid: Ad Hoc As per the Municipal Manager's decision

Annually on the 1 July of each year the Accounting Officer in consultation with
the Budget Office will review the amounts based on inflationary tendencies. Cellphone
increases for Councillors will be paid according to the Gazette on Upper Limits of
Salaries, Allowances and Benefits of Different Members of Municipal Councils.




6. IMPLEMENTATION

The Manager CSSS is responsible for the application of the Cellphone Policy.

breach in the Cellphone Policy will result in disciplinary action being instituted.

7. MONITORING/EVALUATION

Any

The Internal Audit Unit will evaluate compliance of the policy.

8. Approval

Municipal Manager Date

Council Resolution Nr. Date
../05/2019 30 May 2019



