
AGENDA OF THE MAYORAL COMMITTEE MEETING 25 MAY 2016 

 
 
8. 
REVISION OF ALL BUDGET RELATED POLICIES OF THE OVERSTRAND 
MUNICIPALITY 
 
5/B 
S Reyneke-Naude (028) 313 8040 Corporate Head Office 
25 May 2016 

 
1. Executive Summary 

 
The purpose of the report is to present council with the amended budget 
related policies for approval and implementation with effect from 1 July 2016. 

 
2. Service Delivery and Budget Implementation Plan - IGNITE 

 
Directorate : Finance 
Department : Finance 

 
3. Compliance with Strategic Priorities 

 
Provision of democratic, accountable and ethical governance 
Provision and maintenance of municipal services 

 
4. Delegated Authority 

 
None 

 
5. Legal Requirements 

 
Local Government: Municipal Finance Management Act, 2003 (Act 56 of 
2003) (MFMA) 
Local Government: Municipal Systems Act, 2000 (Act 32 of 2000) 

 
6. Background/Discussion/Evaluation/Conclusion 

 
To conform to the Local Government: Municipal Finance Management Act, 
2003 (Act 56 of 2003), the revised budget related policies of the Municipality 
must accompany the annual budget. 

 
The draft revised budget related policies were tabled with the draft budget for 
2016/2017 and were available to members of the public as well as council 
officials to comment on.  All comments received were considered and 
addressed. The draft policies are herewith presented for approval and 
implementation. 
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6.1 Policy changes 
 

6.1.1 TARIFF POLICY 
 

9. CALCULATION OF TARIFFS FOR MAJOR SERVICES  

9.2.3. 

For tokens utilised that need to be transferred between pre-
paid meter, or between a pre-paid meter and Small Scale 
Embedded Generation (SSEG) or Small Power User (SPU), 
the following applies: 

 (a) The first 200 verified kWh will be replaced/monetised 
unit for unit (for pre-paid meter to pre-paid meter) or at 
the current average rate for Small Scale Embedded 
Generation (SSEG) / Small Power user (SPU); 

 (b) The next 300 verified kWh (2001 – 5000 kWh) will be 
replaced/monetised at the calculated historic purchase 
price; 

 (c) Replacement/monetisation of any verified kWh above 
5000 kWh shall require approval by the Director:  
Infrastructure and Planning. 

 
6.1.2 SPECIAL RATING AREA POLICY 

 

1.  DEFINITIONS 

1 
“Non - Profit company” is defined as a non-profit 
company with members as prescribed in schedule 1, 
subsection 4(2) of the Amended Companies Act; 

 
6.1.3 CUSTOMER CARE, CREDIT CONTROL AND DEBT COLLECTION 

POLICY 
 

6.4  Accounts and billing 

 
6.4.3 

The customer’s municipal account shall be credited for 
energy generated by the embedded generator and 
exported to the network in the amount/s reflected in the 
annual tariff relating to the import and export of electrical 
energy for embedded generation.  Small scale embedded 
generator customers (SSEG) will be billed as follows: 

(a) The service charge and all energy and maximum 
demand charges, as applicable, will be billed on the 
monthly electricity account. 

(b) A credit will be passed for export of energy monthly 
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against the normal monthly electricity account. 

(c) Customers will not be compensated if the monthly 
export reflects a credit balance. A credit balance for 
export will be carried forward to the following month. 

(d) In the instance where an export credit exists on 30 
June, this credit will be forfeited. 

(e) At the time that the customer ceases to be on the 
small scale embedded generation tariff, any 
remaining credit balance for export, will not be 
refunded to the customer.  

(f) The municipality shall not be obliged to grant credit to 
the customer for export not received onto the 
electrical grid due to unavailability of the grid or for 
any other reason. 

 

 
6.1.4 ASSET MANAGEMENT POLICY 

 

8 
MANAGEMENT OF CONTROL ITEMS 

8.1 
Assets costing less than R2 000 but more than R500 are 
deemed to be control items unless that type of asset is 
specifically excluded by the Director: Finance. Items costing 
less than R500 are deemed to be consumables. 

The Director Finance has identified asset items which will 
not be capitalised. These assets are qualitative and 
quantitatively immaterial and the costs to maintain these 
assets were considered and found to exceed the economic 
benefit if considered over the life cycle of the assets. Three 
types of assets were defined as per the annexures hereto. 

 

8 
MANAGEMENT OF CONTROL ITEMS 

8.4 On an annual basis, the Director: Finance will review the 
listing of items not capitalised in order to ensure that the 
effect of the treatment is not material in any aspects. 

 

10 
CLASSIFICATION OF COMPONENTS 

10.1.2 
a) 

Classification of Assets 

 community assets (resources contributing to the general 
well-being of the community) 
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10 
CLASSIFICATION OF COMPONENTS 

10.2 
Treatment of Major Components 

o is such that the costs is above the recognition threshold, 
and 

o the item is not listed as an expense or control item in the 
appendixes hereto, and 

 

11 
ACCOUNTING FOR ASSETS 

11.1 
Recognition of Assets 

o the costs are above the recognition threshold, and 

o the item is not listed as an expense or control item in the 
appendixes hereto, and 

 

11 
ACCOUNTING FOR ASSETS 

11.3 
Donations or exchanges 

Where an item of property plant or equipment is acquired at 
no cost, or for a nominal cost, it will be initially measured at 
its fair value as at the date of acquisition and included in the 
asset register if the fair value is greater than the recognition 
threshold item is considered an asset other than control item 
or expense. 

 

11 
ACCOUNTING FOR ASSETS 

11.4 
Recognition threshold 

 To ensure efficiency in the administration of this policy, the 
recognition of property plant or equipment as an asset will 
be limited to items costing R2 000 or more, after deduction 
of refundable taxes( unless specifically included by the 
Director: Finance). 

 When a number of similar individual items, with a cost 
price of more than R500 but less than R2 000 per item, 
exclusive of non-claimable VAT, are purchased in bulk in a 
single order purchase, these items are regarded as 
individual assets and are captured on the Fixed Asset 
Register as such.  

 The acquisition of property, plant or equipment costing 
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more than R500, but less than R2 000, after deduction of 
refundable taxes, will be expensed but management will 
need to comply with the policy on managing control items. 

 The municipality does not utilize a recognition threshold, 
but has rather identified items that are insignificant and 
thus would not be capitalized. The listing of items and 
methodology for identifying such items are listed in the 
appendixes hereto. 

 

11 
ACCOUNTING FOR ASSETS 

11.8 
Review of useful life 

 The useful life of an item of property, plant or equipment 
should be reviewed annually and if these revised 
expectations are significantly different from previous 
estimates, then the depreciation charge for the current and 
future periods should be adjusted and the additional 
depreciation expenses shall be debited to the department 
or vote controlling or using the fixed asset in question. 

 The useful life of an item of property, plant or equipment 
should be reviewed only when there is an indicator that 
the current useful lives are not appropriate. Annually the 
director of finance will review a list of circumstances that 
could indicate the need to revise the useful lives of assets. 
If any indicators require useful lives to change and these 
revised expectations are significantly different from 
previous estimates, then the depreciation charge for the 
current and future periods should be adjusted and the 
additional depreciation expenses shall be debited to the 
department or vote controlling or using the fixed asset in 
question. The indicators are those listed under impairment 
indicators. 

 

11 
ACCOUNTING FOR ASSETS 

11.18 
Recognition of heritage assets in the fixed asset 
register 

Heritage assets shall be carried at their cost values. 
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6.1.5 SUPPLY CHAIN MANAGEMENT POLICY 
 

6 Oversight role of council 

 
6(3) 
 
 
 

The Accounting Officer must, within six (6) business days of 
the end of each quarter, submit a report on the 
implementation of the supply chain management policy to 
the mayor of the municipality. 

17 Formal written price quotations 

 
17(2) 
 
 
 
 

A designated official referred to in clause 16(1)(b) and sub-
clause (1)(c) must by the 3rd of each month report to the 
Chief Financial Officer on any approvals given during the 
preceding month by that official in terms of that sub-
delegation. 

27 Bid Specification Committees 

 
27(3) 
 
 
 

A Bid Specification Committee must be composed of one or 
more officials of the municipality, including, but not limited 
to:-  

a) a delegated supply chain management practitioner as 
chairperson; 

b) the budget holder from the Directorate for whom the 
bid is called;  

29 Bid Adjudication Committees 

 
29(2) 

The bid adjudication committee must be composed of at 
least four directors of the municipality which must include – 

a) the Chief Financial Officer or, if the Chief Financial 
Officer is not available, another manager reporting 
directly to the Chief Financial Officer and designated 
by the Chief Financial Officer; and 

b) at least one senior supply chain management 
practitioner; and 

c) a technical expert in the relevant field, if the 
municipality has such an expert. 

36 
 

Deviation from, and ratification of minor breaches of 
procurement processes 

36(1)(a) (v) in any other exceptional case where it is impractical or 
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impossible to follow the official procurement processes 
including, but not limited to:  

(h) the use of couriers for official documents/parcels; 

(i) the appointment of sheriffs of the court for the 
issuing of judicial summons, judgements and 
warrants. 

 DELEGATION OF POWERS AND DUTIES 

4.2.81.2 Approval Of Deviations 

 In Terms Of Clause 36(1)(a)(v)(b) to (i) 

 
7. Financial Implications 

 
N/A 

 
8. Staff Implications 

 
N/A 

 
9. Comments from other Departments, Divisions and Administrations 

 
None 

 
10. Annexures 

 
Annexure A: Property Rates Policy 
Annexure B: Tariff Policy  
Annexure C: Customer Care, Credit Control and Debt Collection Policy 
Annexure D: Indigent Policy 
Annexure E: Special Rating Areas Policy 
Annexure F: Asset Management Policy 
Annexure G: Travel and Subsistence Policy 
Annexure H: Petty Cash Policy  
Annexure I: Payday Policy 
Annexure J: Supply Chain Policy Management Policy 
Annexure K: Contract Management Policy 
Annexure L: Investment and Cash Management Policy 
Annexure M: Budget Policy 
Annexure N: Virement Policy 
Annexure O: Borrowing Policy  
Annexure P: Funding and Reserves Policy  
Annexure Q: Long Term Financial Planning and Implementation Policy 
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RECOMMENDATION TO THE COUNCIL: 
  
that the revised policies be approved and implemented with effect from 1 July 
2016. 

 
 
RESPONSIBLE OFFICIAL :  S REYNEKE-NAUDE 
 
TARGET DATE FOR IMPLEMENTATION : 1 JULY 2016 
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