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1. 
WRITING OFF OF IRRECOVERABLE DEBT 
 
5/17/1 
EM Hooneberg (028) 313 8149 Head Office Administration 
20 October 2015 
 

1. Executive Summary 
 

The purpose of the report is to request Council to approve the writing off of 
debt that has become irrecoverable. 

 
2. Service Delivery and Budget Implementation Plan - IGNITE 

 
Directorate Finance 
Department Revenue 

 
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 Systems Act, Act 32 of 2000 
Customer Care, Credit Control & Debt Collection Policy 
Indigent Policy 

 
6. Background/Discussion/Evaluation/Conclusion 

 
6.1 Background 

 
According to the Customer Care, Credit Control & Debt Collection Policy 
(CC,CC,DC P):  

 
 Section 8.7 stated that debt will only be considered as irrecoverable 

if it complies with specific criteria as set out in the policy. 
 Section 8.7.2 stated that all debtors who qualify and are registered 

as indigent, will have their arrears written off once during ownership 
of the property 
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6.2 Discussion 
 

6.2.1 Annexure A – Debts on Indigent accounts R242,685.24 (Section 
8.7.2 of CC,CC,DC P) 

 
This list consists of accounts where the owners have qualified for the 
indigent grant and are currently receiving it but the arrear amounts have 
not yet been written off.   

 
All the debtors are new registered indigent applications and part of a 
write off list for the first time. 

 
6.2.2 Annexure B – Indigent water leakages irrecoverable: R174,329.99 

 
The leakages were repaired as part of a project launched to investigate 
the high percentage in water losses.   

 
Close monitoring of monthly water consumption takes place to ensure 
timeously reporting of water leaks and installation of flow limiter water 
meters to reduce water losses and limit the outstanding debits. 

 
6.2.3 Annexure C – Final accounts equal or less than R1,500.00: 

R4,161.45  (Section 8.7.1 (b) of CC,CC,DC P) 
 

Final accounts, where amounts are equal to or less than R1 500.00, are 
considered too small, after having followed due processes.  It will not be 
cost effective to recover such amounts through legal processes. 

 
As a preventative tool the deposits were adjusted to two times average 
consumption during the preceding 12 months on an annual basis. 

 
6.2.4   Annexure D – Other R83,701.08 

 
The list consists of several accounts (including all handed over 
accounts) of Rowan Tree 100 (Pty) for erf 840 De Kelders and Future 
Trust. 

 
This is two insolvent estates and as per Section 118(1) of the Local 
Government Systems Act, the previous two (2) year’s figures were paid 
to obtain a Rates Clearance Certificate, which was given on 07 October 
2015. 

 
It is duly noted that the purchaser paid the outstanding fees, and rates 
which became due within the two years preceding the date of 
application.  It is further noted that a remaining outstanding balance 
(debt older than 2 years) still exists against the insolvent estate. 
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Consideration was further given to our attorneys advices that the 
Municipality loses its preferential claim against the insolvent estate, 
pertaining to debt older than two years. 

 
In due analysis regard must be given to the principle elements of 
section 118 of the Municipal Systems Act, with specific reference to 
section 118(2), which is subject to the provisions  of section 89 of the 
Insolvency Act of 1936.   In addition the Kaplan v City of 
Johannesburg Supreme Court of Appeal Judgment, recognized that 
section 89(4) of the Insolvency Act apply to claims falling within the 
definition of a tax as prescribed in section 89(5).  However section 89(4) 
of the Insolvency Act does not limit preference conferred to 
Municipalities by section 118(3) if the debt falls outside the meaning of 
debt prescribed in section 89(5) of the Insolvency Act.  If the value of 
the proceeds in the insolvent estate is not substantial enough to carry 
the debt, the risk still remains that the Municipality will have to pay a 
cost contribution. 

 
7. Financial Implications 

 
Source of Funding e.g.  Capital/Operating Budget Provisions 

 
Vote/Work Code    : 4 02 0630 002 0 
       4 02 0630 024 0 
       4 02 0630 026 0 
       4 02 0630 028 0 
       4 02 0630 030 0 
       4 02 0630 032 0 
       4 02 0630 034 0 

 
Vote/Work Code Description  : Impair Rates 
       Impair Electricity 
       Impair Property Rental Debtors 
       Impair Service Charges 
       Impair Waste Management 
       Impair Waste Water Management 
       Impair Water 
Budget Provision 2015/16  : R16,971,633.87 
Spent to Date/Committed : R                0.00 
Balance Available : R16,971,633.87 
Funds Required  : R     504,877.76      

 
8. Staff Implications 

 
N/A 
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9. Comments from other Departments, Divisions and Administrations 
 

None 
 

10. Annexures 
 

Annexure A: First time write off – Indigent Households 
Annexure B: Indigent water leakages irrecoverable 
Annexure C: Final accounts equal or less than R1,500.00 
Annexure D: Irrecoverable Debt:  Other 

 
RECOMMENDATION TO THE COUNCIL: 
  
that the irrecoverable debt to the value of R504,877.76 as listed, be written off as 
bad debt: 
 
Annexure      Description                                                             Amount 
 
     A:    First time write off – Indigent Households          R 242,685.24    
     B:    Indigent water leakages irrecoverable                R 174,329.99   
     C:    Final accounts equal or less than R1,500.00     R     4,161.45 
     D:    Irrecoverable Debt:  Other                                  R   83,701.08  
 

                                                TOTAL                            R 504,877.76 
 
 
RESPONSIBLE OFFICIAL : E M HOONEBERG 
 
TARGET DATE FOR IMPLEMENTATION : 30 NOVEMBER 2015 
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1. 
WRITING OFF OF IRRECOVERABLE DEBT 
 
5/17/1 
EM Hooneberg (028) 313 8149 Corporate Head Office  
20 October 2015 

 
THIS MATTER SERVED BEFORE THE JOINT PORTFOLIO COMMITTEE ON 
17 NOVEMBER 2015, WHICH COMMITTEE RECOMMENDED AS FOLLOWS: 
 
RECOMMENDATION TO THE COUNCIL: 
  
that the item be referred back for investigation and be resubmitted at the forthcoming 
Mayoral Committee meeting. 
 
 
RESPONSIBLE OFFICIAL : E M HOONEBERG 
 
TARGET DATE FOR IMPLEMENTATION : 30 NOVEMBER 2015 
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