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7

REVISION OF ALL BUDGET RELATED POLICIES OF THE OVERSTRAND
MUNICIPALITY

5/B

S Reyneke-Naude (028) 313 8040 Director : Finance
17 May 2018

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 2018.

Service Delivery and Budget Implementation Plan - IGNITE

Directorate: Finance
Department: Finance

Compliance with Strategic Priorities

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

Delegated Authority

None

Legal Requirements

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

Local Government: Municipal Systems Act, 2000 (Act 32 of 2000)
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
2018/2019 and were available to members of the public as well as council
officials to comment on.

All comments received were considered by the Budget Steering Committee

on 3 May 2018. The draft policies are herewith presented for approval and
implementation on 1 July 2018, after completion of the public participation
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6.1

6.2

process, with the following further changes proposed to these draft policies,
as previously tabled in Council on 30 March 2018:

Property Rates Policy

ORIGINAL VERSION OF THE REVISED POLICY

17.  Clearance Certificate

17.6 The rates clearance certificate validation period is 90 days and the
amount due for payment will include 4 (four) months advance collections
plus all current outstanding debt on the property.

AMENDMENTS RECOMMENDED

17.  Clearance Certificate

17.6 The rates clearance certificate validation period is [90] 60 days and the
amount due for payment will include [4 (four)] 3 (three) months advance
collections plus all current outstanding debt on the property

Tariff Policy

ORIGINAL VERSION OF REVISED POLICY

9.3 Water

9.3.13 Restriction Tariff

9.3.13.1 When level 1 water restrictions are implemented by the Directorate

Infrastructure & Planning, [the capacity level of the source
reaches 40% Restriction] level 1 restriction tariffs will be applied;

9.3.13.2 When level 2 water restrictions are implemented by the Directorate
Infrastructure & Planning, [the capacity level of the source
reaches 20% Restriction] level 2 restriction tariffs will be applied;

9.3.13.3 When level 3 water restrictions are implemented by the Directorate
Infrastructure & Planning, [the capacity level of the source
reaches 13% Restriction] level 3 restriction tariffs will be applied.

AMENDMENTS RECOMMENDED

9.3 Water

9.3.13 Restriction Tariff
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6.3

9.3.13.1.

9.3.13.2.

9.3.13.3.

9.3.13.4.

9.3.13.5.

9.3.13.6.

When level 1 water restrictions are implemented by the
Directorate Infrastructure & Planning, [the capacity level
of the source reaches 40% Restriction] [level 1] no
restriction tariffs will be [applied] implemented;

When level 2 water restrictions are implemented by the
Directorate Infrastructure & Planning, [the capacity
level of the source reaches 20% Restriction] level [2]
1 restriction tariffs will be [applied] implemented;

When level 3 water restrictions are implemented by the
Directorate Infrastructure & Planning, [the capacity level
of the source reaches 13% Restriction] level [3] 1
restriction tariffs will [be applied] remain applicable;
When level 4 water restrictions are implemented by the
Directorate Infrastructure & Planning, level 2 restriction
tariffs will be implemented;

When level 5 water restrictions are implemented by the
Directorate Infrastructure & Planning, level 2 restriction
tariffs will remain applicable;

When level 6 water restrictions are implemented by the
Directorate Infrastructure & Planning, level 3 restriction
tariffs will be implemented;

Unauthorised, Irregular and Fruitless & Wasteful Expenditure Policy

ORIGINAL VERSION OF THE REVISED POLICY

7

UNAUTHORISED EXPENDITURE

7.3.8 Any overspending on non-cash items, for example depreciation,
impairments, provisions.

AMENDMENTS RECOMMENDED

7

UNAUTHORISED EXPENDITURE

7.3.8 Any overspending on non-cash items, for example depreciation,
impairments, provisions, only in instances where the
overspending results in overspending of a vote on the main

budget Table A3 (Budgeted Financial Performance: revenue and

expenditure by municipal vote);

7. Financial Implications

N/A
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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, Liquidity and Cash Management Policy
Annexure M: Budget Policy

Annexure N: Virement Policy

Annexure O: Borrowing Policy

Annexure P:  Funding, Reserves and Provisions Policy

Annexure Q: Long Term Financial Planning and Implementation Policy
Annexure R: Unauthorized, Irregular, and Fruitless & Wasteful Expenditure

Policy

RECOMMENDATION TO THE COUNCIL.:
that the revised budget related policies be approved and implemented with effect

from 1 July 2018.

RESPONSIBLE OFFICIAL : S. REYNEKE-NAUDE

TARGET DATE FOR IMPLEMENTATION : 1 JULY 2018
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SECTION A: INTRODUCTION, DEFINITIONS AND PRINCIPLES

1. INTRODUCTION

Section 3 of the Local Government: Municipal Property Rates Act, 2004 {Act No. 6 of 2004) and
Section 62{}) {f} (i) of the Local Government; Municipal Finance Management Act, 2003 (No. 58 of
2003), requires municipalities io develop and adopt rates palicies on the levying of rates on
rateable property in the Municipality.

The Municipality requires a reliable source of revenue o provide basic services and perform its
functions. Property Rates are the most important source of general revenue for the Municipality.
Revenue from property rates is used {o fund services that benefit the community as a whole.

Municipal property rates are set, collected and used locally. Revenue from property rates is spent
within a Municipality, where the citizens and volers have a voice in decisions on how the revenue
is spent as part of the Integrated Development Plans {IDPs} and budget processes in respect of
which the Municipality invites communities for their inputs before adopting the budget.

This policy document guides the annual setting of property rates. It does not make specific
property rates proposals. In impesing a rate in the Rand the Municipality may grant exemptions,
rebates and reductions to the categaries of properties and categories of owners as allowed for in
this policy document.

2. DEFINITIONS

“Act” means the Local Government: Municipal Property Rates Act, 2004 {Act No. 6 of
2004},

“Bona fide farming” means farming with the intention of making a living from the development, cultwatmn
and utilisation of agricuttural land and includes subsistence farming,

Building Clause building clause refers to a provision incorporated info either a deed of sale,

development agreement, or as a restrictive title deed condition, which prescribes that
the Purchaser / Owner and [ or the Successors in Title must within the period
determined from date of first registration of transfer erect or cause fo be erecled, a
building or structure an the Eif or Erven of which the buiiding plans have been
approved by the municipality, of which the value of the building / structure will be
based on the determined cost of construction,  In the event that Purchaser / Owner /
Successors in Titie not having commenced with the bona fide erection of a building or
structure of which the building plans have been approved by the municipality, the
building clause may require that the Erf / Erven be re - transferred to the Seller at the
purchase consideration originally paid by the Purchaser / Owne.

“Business” means the activity of buying, seling or frade in goods or services and includes any
office or other accommodation on the same exf, the use of which is incidental to such
business, with the exclusion of the business of mining, agriculture, farming, or infer
alfa, any other business consisting of culfivation of soils, the gathering of crops or the
rearing of livestock,

“Exemption” in relation to the determination of rates, an exemption granted in terms of section
15{1) {a} of the Act,
“Income” Ingome is the gross sum of all monthly income from all sources, including wages,

salarigs, profits, dividends, pensions, rentals, board & lodging, interest received,
grants or investment income and cther forms of eamings received by every parson
residing on the property.

“Industrial” means 2 branch of frade or manufactueing, production, assembling or processing of
finished or partially finished products from raw materials or fabricated parts, on so
large a scale that capitel and tabour are significandy involved,

“t odge” means accommodalion in a non-urban area provided for paying visiting guests with &
focus on aspects of nature and/or places of interest, and may include a restaurant and
conference facilities;

Page 3 of 13
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i

“Mining”

means any operation or activity for the purpose of exiracting any mineral on, in or
under the earth, water or any residue deposit, whether by underground or open
working or otherwise and includes any operation or activity incidental thereto;

“Multipie use properties”

means properties that cannot be assigned to a single category due to different uses;

“Municipal propertiss™ means those properties of which the Municipality is the registered owner;

“Newly rateable means any rateable property on which property rates were not levied by 30 June

properiy” 2005, excluding a properly that was incorrectly omitted from a valuafion rll and for
that reason was not rated before that date;

“Protected area” means an area that is or has to be listed in the register referred to in section 10 of the
National Envircnment Management: Protected Areas Act, 2003;

“Public Benefit means an organisalion conducting specified public benefit ackiviies as defined and

Organisation™ registered in terms of the Income Tax Act for tax reductions because of those
activities;

“Public place” means any square, patk, recreation ground, sports ground, sanilary lane or open

gpace which has -

fa)  in connectien with any subdivision or layout of fand into erven, iots or plots,
been provided, reserved or sel apart for use by the public or the owners or
occupiers of such erven, lots or piots, whether or not i is shown on a general
plan, plan of subdivision or diagram;

by  atany time heen dedicated o the public;

fc}  been used withaut interruption by the public for & period of at least thidy years
gxpiring after the thirty-first day of December, 1959, or

fd)  atany time been declared or rendered such by the Council or other compstent
authonty.

“Public Service

means government or government agency controlled infrastruciure of the following

Infrastructure™ kinds-

(a)  national, provincial or oiher public roads on which goods, setvices of labour
move &acress a municipal houndary:

(e} water or sewer pipes, ducts or other conduits, dams and water supply
reservoirs, water treatment plantg. or water pumps forming part of & water or
sawer scheme serving the-public; - _

(¢} power stations, power substations or power lines farming part of an electricity
schame serving the public;

{dy  gas or liquid {uel plants or refineries or pipelines for gas or liquid fuels, forming
patt of a scheme for transparting such fuels;

(e)  communication towers, masts, exchanges or lnes forming part of a
communications system serving the public;

4! breakwatar, sea walls, channels, basin, quay walls, jetties, roads, railway or
infrastruciure used for the provision of water, lights, power, sewerage or similar
services of ports, or navigational aids comprising light houses, radio
navigational aids, buoys, beacans or any ofher device or system used to assist
the safe and efficient navigalion of vessels;

(9) rights of way, easemeni or servitudes in connection with infrastructure
menfioned,

(h)  any other government or government agency controlled infrastruciure as may
be described from time to time.

“Public straet” means -

(@ any street which has at any tme been-
i. dedicaied to the public;

i used without interruption by the public for a period of at least thirty
years;

ii. declared or rendered such by a councit or other competent authority, or
iv. conslructed by local suthority, and
{b)  any land, with or without buildings or structures thereon, which is shown as a

Page 4 of 13
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street on-

i, any plan of subdivision or diagram approved by a councll or other
competent authority and acted upon, or

il any aeneral plan as defined in section 49 of the Land Survey Act, 1927
{Act 9 of 1927), registered or filed in a deeds registry or the Surveyor-
Generals’ office,

unless such iand is on such plan or diagram described as a private straet.

"Rateable property” means property oh which a rate of rates may be levied under section 7 of the Act.

“Rehate” in relation to a rate payable on a property, a discount on the amount of the rate
payahle on the property;

“Reduction” in relation to a rate payable an a property, the lowering of the amount for which ihe

properly was valued in terms of seclion 15(1}(b) of the Act and the raling of the
property at that lower amount;

“Residentlal” means improved property that is:

(a)  used predominantly (60% or more) for residential puzposes, with nat more than
two dwelling units per property.,

(b) a unit registered in terms of the Sectional Title Act 95 of 1986, used
predominantly (60% or more) for residential purposas, and includes any unit in
the same Sectional Title Scheme registered in the name of the same owner
which is used together with the residential unit as if it were one property, for
example & garage or store room. {Any such grouping shall be regarded as one
residential property for rate rebate or valuation purposes.) or

{c)  owned by a share-block company and used predominantly (60% or more} for
residential purposes, or

(d}  a residence used for residential purposes situated on property used for or
relatad 1o educational purnoses.

“State-owned means properties ownad by the State, which are notincluded in the definition of public
properties” service infrastructure in the Act These state-owned properties are classiied as
follows:

(a)  State properties that provide local services.

{(b) State properties that provide regional/municipal district-wide/metro-wide
service. o

{c)  State properties that provide provinciakinalional servics.

{d) Vacantland.

“Vacant erven” means all undeveloped fand irrespective of its curent or future intended zoring.
Agricultural properties will not be considered as being vacant erven.

All other terms are given the same meaning as that assigned fo it in the Local Government: Municipal Property
Rales Act, 2004 (Act No. 6 of 2004), unless the contaxt indicates otherwise.

3. POLICY PRINCIPLES

Rates are levied in accordance with the Act as an amount in the Rand based on the market value
of rateable property contained in the Municipality's valuation roll and supplementary valuation
rofls.

As allowed for in the Act, the Municipality may choose to differentiate between various categories
of property and categories of cwners of property. Some categories of property and categories of
owners are granted relief from rates. The Municipality does not, however, grant relief in respect of
payments for rates fo any category of owners or properiies, or o owners of properties, on an
individual basis, other than by way of an exemption, rebate or reduction provided for in this policy.

There will be no phasing in of rates based on the new valuation roll, effective from 01 July 2016,
except as prescribed by legislation.

The raies policy for the Municipality is based on the following principles:-

a. Equity

Page 5 of 13
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The Municipality will treat all similar ratepayers with similar properties the same.

Affordability

The ability of a person tc pay rates will be taken into account by the Municipality. In dealing
with the poorfindigent ratepayers the Municipality will provide relief measures through
exemptions andfor reductions and/or rebates.

Sustainability
Rating of property will be implemented in a way that-

3 it supports sustainable local government by providing & stable an buoyani revenue
source within the discretionary confrol of the Municipality; and

i. supports local social and economic development.
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 aceount the amaounts required fo
finance exemptions, rebates and reductions as approved by the Municipality from time to time.
The implementation of the policy must be as cost-effective as possible.

4. SCOPE OF POLICY

The policy document guides the annual selting (or revision} of property rates. It does not make
specific property rates proposals. Details pertaining to the various property rates are determined
when the budget is considered and approved every year.

8. APPLICATION OF THE POLICY

in imposing the rate in the Rand for each annual operating budget component, the Municipality
may grant exemptions, rebates and reductions allowed for in this policy document.

8. CLASSIFICATION OF SERVICES AND EXPENDITURE

The Chief Financial Officer shall, subject to the guidelines provided by the legisiation and the
Executive Mayor, provide for the classification of services as outlined in the Municipality’s annual
budget into trading and economic services.

7. APPLICATIONS

a.

All applications referred 1o in this policy must be received by the Municipality before the start
of the financial year to which it refers. The Municipality may allow late receipts of such
applications but not after 30 September of the financial year;

It is the duty of all such applicants to bring to the aitention of the Municipality any amendments
to such applications within 7 days after such ocourrence.

SECTION B: CATEGORIES OF PROPERTY

8. CRITERIA FOR CATEGORIES QF PROPERTY FOR THE PURPOSE OF LEVYING

DIFFERENT RATES

The following are the determined categories of properties in terms of section 8(2) of the Act: -

a.

o a0

Residential properties.

Business and commercial properties.
Industrial properties.

Mining properties.

Public service infrastructure.

Page 6 of 13




29
T3
OVERSTRAND MUNICIPALITY - PROPERTY RATES POLICY

Public benefit organisations.

Agricultural properties used for bona fide farming;

State-owned properties that are used for public service purposes;
Municipal properties.

Protected areas.

Properties used for multiple purposes.

l.  Vacant land.

= = T e o

Rates on properties, including properties used {or multiple purposes, will be levied in accordance
with the permitted or actual use of the property and not necessarily according to its zoning,

SECTION C: DIFFERENTIAL RATING

9. DIFFERENTIAL RATING
The following will be taken into consideration for the purposes of differential rating:

a. the nature of the property including its sensitivity o rating e.g. agricultural properties used: for
bona fide farming;

h. promotion of social and economic development by the Municipality;
¢. zoning andfor actual use of property;

d. geographic rating areas i.e. when an improvement district has been established for that area
or apecial rating areas; and

e. whether the owner was obliged to erect a building within a set time period and the period has
lapsed.

Differential rating among the various property categories will be done by way of setting different
Cents in the Rand for each property category.

10. ADDITIONAL RATES

The Municipality may in terms of the bylaw for the establishment of 'imp'rdvement districts and the
Local Government: Municipat Property Rates Act, 2004 {(Act No. 6 of 2004), as amended-

a. determine an area within its boundaries as a special rating area;

b. levy an additional rate on property in that area for the purpose of raising funds for improving or
upgrading that area; and

c. differentiate between categories of properties when levying an additional rate.

SECTION D: RELIEF MEASURES RELATED TO CATEGORIES OF PROPERTIES AND
CATEGORIES OF OWNERS OF PROPERTIES

11. CRITERIA FOR EXEMPTIONS, REBATES AND REDUCTIONS

The following will be taken into consideration for the purpose of granting exemptions, rebates and

reductions:

indigent status of the owner of a property;

income of the owner and/or househcld on a property;

market value of residential property below a determined threshold;

owners of property situated within an area affected by -

i) a disaster within the meaning of the Disaster Management Act, 2002 {Act No. 57 of
2002); or

it) any other serious adverse social or economic conditions;

e. zoning and/or actual use of the property; and

ceToe

Page 7 of 13




30

OVERSTRAND MUNICIPALITY — PROPERTY RATES POLICY 81..&:3

f.  availability of services funded by rates for & property.

12, GRANTING OF EXEMPTIONS

In terms of section 15(1) (a) of the Act the owners of the following categories of properiies are ‘
exempted from paying rates:-
I
|
I
|

a. Residential properiies — including residential properties in the urban edge as
determined by the Municipality

The Municipality will not levy a rate on the market value of properties as follows; -

i) on the first R15 000 on the basis set out in section 17 (1) {h) of the Act; and |

i on a further amount in respect of developed residential properties; as an important
part of the Municipality's indigent relief measures aimed primarily at alleviating
poverty amongst those persons owning low-valued properties, in & cost-effective
manner. To qualify for this reduction a property must be exclusively used for |
residential purposes.

fif) The Municipality may grant a further residential rebate on rates levied on the balance
of the market value of developed residential properties, if any, as determined by

Council during the budget process.

b. Multiple use propeitles

Properties used for muitiple purposes which do not fall within the definition of residential
properties and, accordingly, do not qualify for the residential rates rebate, may be included in
the category of muttipie use properties, for which an appointment value for each distinct use of
the property wiil be calculated and used for billing at the appropriate and applicable rate.

Examples of properties used for multiple purposes are the following:

i) A block of flats with businesses on the ground fioor.

il A double storey-building with a shop on the ground floor and the residential quarters
on the top floor. :

iif) A farm that consists of the residential portion, a farm portion and unused land, etc.

if the market value of the property cannot be apportioned to its various use purposes, then the
entire property will be categarised in terms of the dominant {(main or primary) use.

¢. Public Benefit Organisations

Public Benefit Organisations may apply for the exemption of property rates subject io
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):

)] Health care institutions

Government propetties used exclusively as a hospita, clinic and mental hospital,
including workshops used by the patients, laundry or cafeteria facilities, provided that
any profits from the use of the properly are used entirely for the benefit of the
instituticn andfor for charitable purposes within the Municipality.

ii} Welfare institutions

Properties used exclusively as an orphanage, non-profit refirement villages; old age
home or benevolent institution, including workshops used by the inhabitants, laundry
or cafeteria facilities, provided that any profits from the use of the property are used
entirely for the benefit of the instifution andfor for charitable purposes within the
Municipality.

i) Child headed households

Any child headed household where such oldesi child is younger than 18 years. The
applicant must submit proof of his/her age and identily and, in the case of a physically
or mentally handicapped person, also proof that hefshe receives a social pension or, if
hefshe does nol receive a social pension, proof of cerlification by a district medical
officer. The rateable property in question must be categorised as residential, or as
farm properties solely used for residential purposes.

Page 8 of 13
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) Charitable institutions
Property belonging te not-for-gain institutions or organisations that perform charitable
work,

v) Spoiting bodies
Property used by an organisation whose sole purpose is to use the property for
amateur sport or any aclivity connected with such sport.

vi) Cultural institutions
Properties declared in terms of the Cultural Institutions Act, Act 29 of 1988 or the
Cultural Institutions Act, Act 66 of 1989,

vii) Musaums, libraries and art galleries
Registered in the name of private persens or organisations, 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) Educational institutions

Property owned by not-for-gain institutions (declared or registered by law) and used
for educational purposes including a residence registered in the name of the
educational institution and used by full-ime employees of the educational institution.

X) Animal welfare

Property owned or used by institutions/organisations whose exclusive aim is {o protect
birds, reptites and animals on a not-for-gain basis.

d. In terms of section 17(1)i) of the act, the municipality may not levy a rate on property
registered in the name of and used primarily as a place of 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 community who officiates at services at that place of worship.

e. Municipal properties that are not ieased or rented out by the Municipality.
Public places and streets '
All defined roads and/or sireets and public places.

g. Exemptions are subject to the following conditions:

i) ali applications must be addressed in writing to the Municipality;

iy a SARS iax exemption certificate must be attached to all applications where
applicable;

i) the municipal manager or hisfher nominee must have considered and approved all
applications;

iv) the Municipality retains the right to refuse exemptions if the details supplied in the
application form were incomplete, incorrect or false.

v} false declarations will lead to the forfeit of any exemption and may lead to criminal
prosecution.

vi) a person who provides false information will be held liable for the immediate re-

payment of any rebales already granted and legal, civil and criminal action may be
instituted against the guilty partyfies.

13. GRANTING OF REBATES
13.1 Categories of properties:

a. State owned property

Page @ of 13
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State owned property no longer qualifies for any rates rebate by virtue of
ownership. However, the exemptions, rebates and reductions relating o the
usage of the properties as specified in this Rates Policy would apply.

b. Public Service Infrastructure

Public service infrastructure (as defined in the Act) may not be rated on the
first 30 percent of its market value in terms of section 17 (1) (a} of the Act.

<. Agricultural
in terms of section 8 of the Act.
d. Conservation Land

Section 17 (1) (e) of the Act precludes Council from levying rates on those
parts of a special nature reserve, national park or nature reserve within the
meaning of the Protected Areas Act, or of a national botanical garden within
the meaning of the National Environmental: Management: Biodiversity Act,
2004, which are not developed or used for commercial, farming or residential
purpcses. The apportioned value of any portion of such properties utilized for
any purpose other than that used for such conservation purposes will be rated
accordingly.

2. Properties in rural areas

The Municipality may grant a rates rebate to properties in rural areas as a
resuilt of, and taking into account, the limited rate-funded services supplied to
such propetties. |

f. Properties with a market value below a prescribed valuation level

Instead of a rate determined on the market value, properties with a valuation
below an amount as determined by the Municipality may be rated at a fixed
amount per praperty.

13.2, Categories of owners
a. Retired and Disabled i?erson_s Rate Rebate

i) Retired and Disabled Persons cjualify for special rebates according to
monthly household income. To qualify for the rebate a property owner
must:

® be a South African citizen;

@ occupy the property as hisfher primary residence, provided that
where the owner is unable to occupy the properiy due to
circumstances beyond his/her control, the spouse or minor
chitdren may satisfy the occupancy requirement. Absence of
up to three monthe per year from the property will be
disregarded for the purposes of this requirement;

° be at least 60 years of age or in receipt of a disability pension
from the State;

® be in receipt of a fotal monthly income nol exceeding the
amount as decided by the Municipalily; and

s not be the owner of more than one property.

i) Property owners must apply on & prescribed application form for a
rebate as determined by the Municipality.

jiii} Applications must be accompanied by -

% 2 certified copy of the identity document or any other proof of
the owners age which is acceptable to the Municipality,
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0 sufficient proof of total monthly income by submission of [the
applicant’s most recent income tax return and] a minimum
of the latest three months bank statements from all financial
institutions or, if the person does not have a bank account, such
proof as the Municipality may require to substantiate the
person’s level of gross monthly income.

. an affidavit from the owner, {on the application form};

® if the owner is a disahled person proof of a disability pension
payable by the state must be supplied; and

% if the owner has retired at an earlier stage for medical reasons
proof thereof must be submitted.

iv) The Municipality retains the right to refuse rebates if the details
supplied in the application form were incomplete, incorrect or false.

13.3. Other cases
a. Municipal property and usage:-
i) A pro rala rebate may be granted where the seller sells land after the
financial year has started.
i) Whera the Municipality register a road reserve or servitude on a

privately owned property, a pro rafa rebate equal to the vailue of the
reserve or servitude will be given to the owner of the property.

SECTION E: RATES ADJUSTMENTS

14. RATE INCREASES/DECREASES

14.4 The Municipality will consider increasing/decreasing rates annually during the budget
process. _

14,2 Rate increases will be used to finance the increase in operating cosls of rates funded
services.

143 Rates adjustmenis may be made taking into account all or any of the following factors:
a. all salary and wage increases as agreed at the South African Local

Government Bargaining Counci,

b inflation;
c the cost of capital;
d. statutory increases affecting the Municipality; and
e increases or decreases on operating subsidies received.

15. RESOLUTIONS LEVYING RATES

The process as set oul in the Act will be followed in notifying the public of any decisions by the
Municipality regarding rates resolutions.

SECTIOM F: LIABILITY FOR RATES

16. LIABILITY FOR RATES BY PROPERTY OWNERS

Ratepayers may choose between paying rates annually in one instaiment on or before 30
September or monthly on or before the date on which it becomes pavable. If the owner of property
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does not notify the Municipality before the start of the financial year that he/she prefers to pay
rates in one payment on or before 30 September of the financial year, such owner must pay the
amount due monthly. A notice from an owner regarding the manner of payment of rates will
remain applicable for future financial years until withdrawn by the owner. Interest on arrear rates
ghall be payable.

If a propesty owner, who is responsible for the payment of property rates in terms of this poiicy,
fails to pay such rates in the prescribed manner and on the date/s due, it will be recovered from
him/her.

Arrear rates shall be recovered from tenants, occupiers and agents of the owner, in terms 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 an which the error or omission is detected back to the date on which rates were first levied in
terms of the 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 permitied use of the property concerned, interest on the
unpaid portion of the adjusted rates payable shall be levied at the maximum rate permitted by
prevailing legislation.

17. CLEARANCE CERTIFICATE

171 On the sale of any property in the municipal jurisdiction, Council will withhold the
transfer until all rates, service and sundry charges and any estimated amounts for the
duration of the certificate in connection with the property are paid, by withholding a
clearance certificate. Tha municipality will issug such clearance certificate on receipt
of an application on the prescribed form from the conveyancer,

17.2 Ali payments wili be allocated to the registered seller's municipal accounts and all
refunds will be made to such seiler, .

17.3 No interest shall be paid in respect of these payments.

17.4 The Municipality will only issue a clearance certifiCate once a completed prescribed

application form from the conveyancer has been received.

17.5 Where any residential or non-residential debtor has entered into an arrangement with
the Municipality in respect of the arrears on a property, the prescribed certificate as
referred to in Section 118 of the Systems Act, will not be issued until such time as the
full outstanding amount has been paid.

17.6 The rates clearance certificate validation period is [90] 60_days and the amount due
for payment will include [4 (four)] 3 _(three} months advance colliections plus all
current outstanding debt on the property.

17.7 After yreceiving the rates clearance application form, the Municipality has 10 {ten)
working days to forward the amount due for payment and another 10 (ten) working
days fo produce the rates clearance certificate, once proof of payment has been
estaplished.

18. REGULAR REVIEW PROCESSES

The rates policy will be reviewed on an annual basis.

19. IDENTIFICATION AND QUANTIFICATION OF COSTS AND BENEFITS

The cost to the Municipality and benefit to the local community of exemptions, rebates, reductions
and exclusions refarred to in sections 17 (1} (a), (&), {g) (h} and (i) of the Act are reflected in the
Municipality's budget.
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20. ADJUSTMENT OF RATES PRIOR TO SUPPLEMENTARY VALUATION

201

20.2

203

In circumstances where a valuation has been carried out by the municipal valuer, in
pursuance of a Supplementary Valuation (SV) in terms of section 78(1){d) or 78(1)(f)
of the MPRA as a result for example, of a demaoliticn having taken place on a property
or & fire having destroyed buildings on a property, but the Municipality has not yet
included such valuation of the relevant property in the SV, such valuation shall be
submitted to the CFO for approval to levy rates on the property in accordance with
such valuation, with effect from the date of the occurrence of the event caused a SV
to be required.

I¥ the owner of a property which has been subdivided or consolidated after the last
general valuation wishes {o sell the consoclidated erf, or one or more of the erven
which have been subdivided off the parent erf, as the case may be, applies to the
wMunicipality for a clearance certificate in terms of section 118 of the Systems Act and
if the Municipality has not yet included such valuation of the relevant property/s in the
SV, then:-

a. The municipal valuer shall conduct a valuation of the relevant property/s for
purposes of a SV, and

b. The valuation shall be submitted to the CFO for approval of the levying of
rates on such property/s in accordance with such valuation, with effect from
the date on which the relevant subdivision or consolidation (as may he the
case), was registered in the Deeds Office,

Any valuations performed in terms of paragraph 20 shall be included in the next SV
prepared by the Municipaiity without any amendmenis to the valuation and any
objections to such valuation may only be lodged once such 5V is made public in
terms of section 49 of the Act.

21. IMPLEMENTATION PROCESS AND REVIEW PROCESS

This policy will come into effect on 1 July 2018 and will be reviewed at least annually or when
required by way of a Council resolution.

22, SHORT TITLE

This policy will be referred 1o as the Rates Policy of the Overstrand Municipality,

POLICY SECTION: SENIOR MANAGER. REVENUE
CURRENT UPDATE: 30 MAY 2018
PREVIOUS REVIEW: 31 MAY 2017
PREVIOUS REVIEW 25 MAY 2016
PREVIOUS REVIEW 28 MAY 2015
PREVIOUS REVIEW 28 MAY 2014
PREVIOUS REVIEW 29 MAY 2013
PREVIOUS REVIEW 30 MAY 2012
PREVIOUS REVIEW: 04 MAY 2011
FREVIOUS REVIEW: 26 MAY 2010
REVIGUS ' 27 MAY 2009
31 MARCH 2008
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PREAMBLE

Whereas section 74 of the Local Government: Municipal Systems Act, 2000 (Act No 32 of 2000)

requires a municipal council to adopt a tariff policy on the levying of fees for municipal services;

And whereas the tariff policy should at least include the principles contained in section 74{2} of the

Act, thus giving effect to the By-Law required in 1erms"0f gection 75 of the Act;

And whereas the tariff policy may differentiaie betweeh different categories of users, debtors, service

providers, service standards and geographical areas as long as such differentiation does not amount

to unfair discrimination;

Now therefere the Municipal Council of the Overstrand Municipality adopts the following Tariff Policy:
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1.

DEFINITIONS

tn this tariff policy, unless the context otherwise indicates —

“Ay ailabitity
Charge”

Availability charge means a charge levied on all properties with or without improvements,
where a basic fee is not levied.

“basic municipal
service”

means the amount or level of any municipal service that is necessary to ensure an
acceptable and reasonable quality of [He and which, if not provided, couid endanger public
health or safely of the environment and for the purposes of this policy are restricled to
electricity, refuse, sewage and water services,

“break even”

means the financial situation where the income derived by the Municipality from the supply
of a service is equal to the aggregate of the fixed and the variable costs associated with
the provision of the service concemed;

"capital
contributions"

means the tariffs payable in respect of the water, eleciricity, sewage, storm water, roads
and refuse removal infrastructure of the Municipality and which amounts exclude amounts
payable towards the operational and maintenance costs of sush infrastructure;

“Commaerciat
UnitEri"

means a self-contained or lettable seclion within a building or a group of buildings on the
same plol excluding short term residential accommodation establishments for e.g. hotels,
bed & breakfast, guest houses etc. An ocwner of a commercial property may annually
choose between being levied either per erf or per commercial ugit for water and sewage
basic charges. This choice must be applied on or before 30 September of zach financial
year.

“sommunity
services”

means the services referred fo in paragraph 5{1){(c} and in respect of which the tariffs are
set at a level that the costs of the sarvices are not racovered fully from public service
charges and are of a regulatory nature;

“consumer,
customer, owner,
occupier, account
holder”

eans individuals and other legal entities against whom a tariff, fee, charge or other lavy
specific {o identifiable services are levied.

“Council” or

means a municipal council referred fo in section 18 of the Local Government: Municipal
Structures Act, 1998 (Act No 117 of 1998) and for purposes of this policy, the municipal

“municipal _ e

council™ council of $te Overstrand Municipality;

“gconcinic means services that the Council has classified as such and the tariffs have been compiled
services” with the intention that the total costs of the services are recovered from customers,
“Elactricity Means the monthly charge payable per point of supply to recover administration-related
Service charge” and service-related costs such as meter reading, billing and meter capital. It is based on

the monthiy ufilized capacity of each point of supply linked to an account,

“fixed costs”

means costs which do not vary with consumption or volume preduced;

“lifeling™ Avaiable to pre-paid consumers whose connection is =30Amp with a maximum average
consumption of 350 kWh measured over a period of 12 months, This taiff is only
avaitable to Informal dwellings in informal setiements;

“low voltage | Means a metering point at the set of nominal voltage levels that are used for the

metering point”

distribution of electricity and whao's upper limit is generally accepted 1o be an a.c. voltage of

1000V or less

“medium__yoltage

Means a metering point at the set of nominal voltage levels that iie above low voltage and

metering point”

below high voltage in the range of 1kV < Un <- 44kVY

“muiti-purpose” in relation to a property, means the use of a property for more than one purpose;

“Municipality” the institution that is responsible for the collection of funds and the provision of services o
the customers of Overstrand;

“Municipat means the accotnting officer appointed in terms of section 82 of the Local Govemment:

Manager” Municipal Structures Act, 1898 {Act No 117 of 1998) and being the head of administration
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and accounting officer in terms of section 55 of the Local Govemment: Municipal Systems
Act, 2600 {Act No 32 of 2000} and includes any person:-

{a) acting in such position; and
{b) to whom the Municipal Manager has delegated a power, function or duty in
respective of such a delegated power, function or duty;

“NMD" Notified Maximum Demand — the maximum_capasily in KVA, as measured over a 30-
minute integration period, per peint of supply that the customer will contract for Cwverstrand
to make available during all ime periods.

“residant “ meang a person who normally resides in the municipal area;

“rogidential unit”

Means a singte residential erf, flat, fownhouse or group development unit, retirement
village unit, guest house, bed and brealdfast and any household related consumer that do
not fall in one of the above household consumer categories,

“RUE” means Residential Unit Equivalent;

“time of use” means a taniff with energy chargas based on the volume of slactricity derand during high,
mid and low demand periods and may diffez per tasiff.

“the Act" means the Local Government: #unicipal Systems Act, 2000 {Act No 32 of 2000};

“total cost” means the sum of all fixed and variable costs associated with a service;

“trading services”

means sesvices that ihe Council has classified as such and the tariffs have been compiled
with the intention that the Councii makes a profit from the delivery of the services;

“utilized capacity”

Means the higher of the nefified maximum demand (NMD} or maximum demand, per point
of supply measured in kA, and registered each menth,

“vacant land” means all undaveloped iand irrespecive of its current or future intended zoning.
Agriculiural properties will not be considered as being vacant erven.
‘“variable costs” means costs that vary with consumption or volume produced;

“wet Industry”

Defined as an industry using water as essential and fundamental input in the production
process. ' :

2. PURPOSE OF POLICY

The Overstrand Municipality wishes to achieve the following objectives by adopting this tariff

policy:-
2.1. To comply

with the provisions of section 74 of the Local Government: Municipal

Systems Act, 2000 (Act No 32 of 2000).

2.2. To prescribe procedures for caloulating tariffs where the Municipality wishes to
appoint service providers in terms of section 76(b) of the Act.

2.3 To give guidance to the Portfolic Committee for Finance regarding tariff proposals
that must be submitied to Council annually during the budgetary process.

3. TARIFF PRINCIPLES

The Overstrand Municipality wishes 1o record that the following tariff principles will apply -

3.1. Service tariffs imposed by the Municipality shall be viewed as user charges and shall
not be viewed as taxes, and therefore the financial ability of the relevant user of the
setvices to which such tariffs relate, shall not be considered as a criterion,

3.2. Tariffs for the basic municipal services rendered by the Municipality, namely:

{(a) electricity;

{b) water,

{c) sewage (wasie water); and
{d) refuse removal {solid waste),
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3.3

34.

3.5,
3.6,

37

3.8

3.8

3.10.
3.

312,

313

3.14.

3.15.

3.16.

3.17.

shall be calculated at a level which will recover all expenses associated with the
rendering of these services.

To prevent existing consumers from subsidising the capital costs associated with new
developments and subdivisions the Municipality will plan and manage the extension
of services in such & manner that it will not impact negatively on the fixed costs and
availability charges of existing tariffs.

Capital contributions to finance new developments and subdivisions will be required
from all developers.

All users of municipal services, within a category of users, will be treaied eguitabiy.

The amount payable by consumers and/or owners will generally be in propartion to
usage of the service.

The Municipality shail develop, approve and at least annually review an indigent
support policy for the municipal area. This policy 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 consumers in the municipal region.

Subject to annual budgetary provisions and the availability of funds from National
Treasury through the equitable share contribution, the Municipality may consider
supplying free basic services to categories of consumers.

In the case of directly measurable services, namely eleclricity 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.
if a service is metered but it cannot be read due to financial andfor human resource
constraints or circumstances beyond the control of the Municipality or its authorised
agent, and the customer is charged for an estimated consumption, the account
following the reading of the metered consumption must arliculate the difference
between the actual consumption and the average consumption, and the resulting
credit or debit adjustments.

Tariffs must be set al a level that faciltales the sustainability of services.
Sustainabllity will be achieved by ensuring that:-

{a) Cash inflows cover cash outflows. This méaris' that sufficient provision for
working capital and bad debts will be made.

(b) Access to the capital market is maintained. This will be achieved by
providing for the repayment of capital, maintaining sufficient liquidity levels
and if possible, generating a surplus on trading services.

(c) Service providers retain a fair rate of return on their investments.
Pravision may be made in appropriate circumstances for surcharges on tariffs.

Efficient and effective use of resources may be encouraged by providing for penalties
to prohibit or restrict exorbitant use.

The extent of subsidisation of tariffs will be disclosed and such disclosure will include
the extent of subsidisation of the indigent or incentives for local development.

Provisions may be made for the subsidisation of the indigent and the promotion of
jocal economic development by creating expenditure votes in the service budgets and
including the costs in tariff calculations.

VAT is included in all tariffs where applicable.

This policy shall be binding on all tariffs other than those governed by legisiation
which supersedes the Act.

A property used for multiple purposes must, for purposes related to the services and
calegories of users concerned, be calculated at the appropriate and applicable rate
for each distinct use of the property.

In order to provide the Municipaiity with appropriate security for payment of amounts
owing to it from time to fime for services rendered, the Council shall impose a system
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of deposits payable by consumers. The deposits shall be set with due regard to the
poterdial financial risk associated with the amounts owing from time to time as well as
sufficient provision for working capifal. The level of the deposits shall be revised
annually and the Municipality may introduce fransitional arrangements in respect of
existing consumers.

4. CATEGORIES OF CONSUMERS

4.1.

4.2.

4.3.

44,

4.5,

Separate tariff struciures may be imposed for the following categories of consumers
(which the council may change) :

(a) domestic consumers;

(b) commercial consumers;

(c) industrial consumers;

{d) agricultural consumers;

(e) organs of state;

() municipalities;

{g} consumers with whom special agreements were made;
{h) consumers in certain geographical areas;

{i) sport and recreation facilities

{ private schools & educational institutions,

(k) pubiic benefit organisations and suchiike institutions, and
i vacant land

Section 74(3) of the Municipal Systems Act allows for the differentiation between
different categories of users, debtors, service providers, services, service standards,
geographical areas and other matters for tariff purposes as long as the differentiation
does not amount o unfair discrimination.

Where therg are subsiantial differences between the infrastructures used to provide
services i0 specific groups of users within a category andfor standard of services
provided, the Council can, after considering a report by the Municipal Manager or the
relevant Director, determine differentiated tariffs for the diﬁerent cohsumers Withm the
specific category.

Differentiated tariffs must be based on one or more of the following elements;
infrastructure costs, volume usage, availability and service standards.

If, for purposes of determining the tariff applicable to a particular user or category of
users, the user or category of users has not specifically by definition been included
under a defined category of users in this policy, the Municipal Manager shall, by
applying the closest match principle, determine the category under which the user or
category of users fits in best, taking into account the nature of the service concerned
and the user or category of users involved.

5. INCENTIVE POLICY

5.1

Tariffs will not reflect incentives for investment or to promote economic development.

6. INDIGENT RELIEF

6.1.

6.2.

8.3.

Tariffs will not reflect relief granted to indigent households. Such relief will be
developed as a separate policy and be subject to the discretion of Council as to its
sustainability.

All such retief will be reflected, accounted for and disclosed separately in invoices,
account statements, budgets, financial statements or reports.

During impiementation of such policy. cognisance will be taken of the fact that the
existing tariffs and procedures may require amendment to accommeodate the above
clauses and that such amendmentis will be phased in over time.
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6.4 Indigent households are expected to manage their consumption of services within the

levels of relief granted.

8.5, Assistance and management of indigent households is contained in the Customer
Cars and Debt Collection Policy/By-Law. The Municipality, however, retains the right
ta limit consumption through prepaid meters or resiriction if the accounts of assisted
househcelds fall into arrears.

7. SERVICE, EXPENDITURE CLASSIFICATION AND COST ELEMENTS

7.1. Service classification

7.1.1. To isolate the costs associated with a service, the Municipal Manager shall,
subject to the guidelines provided by the National Treasury, Generally
Recognised Accounting Practice (GRAP) and Executive Mayoral Commitiee
of the Council, provide for the classification of services into the foilowing

categories:-

(i trading services;

ii) economic services;

(it} community services; and

(iv) subsidised services.

7.1.2. Trading and economic services must be financially ring-fenced and financed
from service charges while community and subsidised services will be
financed from rates and related income.

7.2. Expenditure classification
Expenditure will be classified in accordance with GRAP,
7.3 Cost elements

The following cost elements may be used to caiculate the tariffs of the different
services:-

{a) “Fixed costs” which consist of the capital costs {interest and redempiion) on
external loans as well as internal advances and/or depreciation, whichever are
applicable to the service, and any other costs of a permanent nature as
determined by the Council from time to time.

(b} "Variable costs” which include alf other variable costs that have reference to the
service.

(cy "Total cost” which is equal 1o the fixed costs and variable costs.

8. TARIFF TYPES

in determining the type of tariff applicable to the type of service, the Municipality shall make
use of any of the following six options or a combination thereof:-

8.1. “Singte tariff":-

This tariff shall consist of a cost per unit consumed. All costs will be recovered
through unit charges at the level where income and expenditure breaks even.
Subject to a recommendation by the Municipal Manager, the Council may decide to
approve profits on rading services duting the budget meeting. Such profits will be
added to the fixed and variable cost of the service for the purpose of calculating the
tariffs.

32 “Cost related to two to four part tariff*:-

This tariff shall consist of two io four parfs. Management, capital, maintenance and
operating cosis may be recovered by grouping certain components together, e.g.
management, capital and maintenance costs may be grouped together and may be
recovered by a fixed charge, independent of consumption for alf classes of
cansumers, or the total costs may be recovered by a unit charge per unit consumed.
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Three and four part tariffs may be used to calculate the {ariff for electricity and to
provide for maximum demand and usage during limited demand.

8.8. “Inclining block tariff”:-
This tariff is based on consumption levels being categorised into blocks, the tariff
being determined and increased as consumption levels increase.

8.4. “Peclining block tasiff’:-

This tariff is the opposite of the inclining block tariff and decreases as consumption
levels increase.

85 “Regulating tarff’:-

This tariff is only of a regulatory nature and the Municipality may recover the full or a
portion of the cost associated with rendering the service,

86. “Cost plus mark-up tariff":-

This tariff is for other services rendered.
9, CALCULATION OF TARIFFS FOR MAJOR SERVICES

9.1, General

In order to determine the tariffs which must be charged for the supply of the basic
municipal services, (electricity, refuse, sewage and water}, the Municipality shall use
service and expendiiure classifications and cost elements contained in clause 7 and
identify all the costs associated with the service concerned, including the following:-

9.1.1. Cost of bulk purchases in the case of electricity and water.

9.1.2. Distribution costs, mcludlng distribution losses in the case of electricity and
water.

9.1.3. Depreciation and finance charges.
9.1.4. Maintenance of infrastructure and other. assets.
9.1.5. Administration and service costs, mc}udmg -

(&) service charges levied by other support services, 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 debits, working capital
and obsolescence of stock;

{d) all ordinary operaiing expenses associaled with the service concermned,
including the cost of providing street lighting in the municipal area in the
case of the eleciricity service,

0.1.86. The intended surplus to be generated for the financial year shall be appilied
generally in relief of rates and general services.

9.1.7. Where a consumer has an option to choose between different tariffs on a
service such optien must be executed before 30 September to be
implemented for the spegific financial year.

0.2 Electricity

9.21. The guidelines and policy issued by the Nationai Energy Regulator from time
to time will form the basis of calculating tariffs.

9.2.2. The Municipality has standardized on the installation of Pre-Payment Meters
for all Domestic Consumers. As such it is compulsery for all new domestic
connections io be equipped with Pre Payment Meters. The Municipality has
embarked on a program to effect the migration of all Credit Meters to Pre-
Payment Meters, The change from Pre-Payment Meters to Credit Mater will
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therefore be disallowed unless special health circumstances exist, in which
extreme case a credit meter will be installed by special concession from the
Director of Infrastructure and Planning and by payment of the required
change of meter fees as well as the required deposit.

9.2.3. When an adjustment is made to the electricity consumption registered on a
meter in terms of Section 55(2) or 55(3) of the Electricity Supply By-Law,
published on 21 Cctober 2016, such adjustment shall either be based on the
percentage error of the meter as determined by the test referred to in Section
55({5} or upaon a calculation by the Municipality from consumption data in its
possession. Where applicable, due allowance shall be made, where possible
for seasonal or other variations which may affect the consumption of
electricity.

9.2.4. To make electricity affordable to certain categories of consumers, cross
subsidisation between and within categories of consumers will be aliowed,
based on the load factors of the categories and consumers within the
category.

9.25. The fixed costs, or portions thereof, will be recovered through an energy or
time-of-use charge.

9.26. A basic charge per electricity meter or unit in the municipal area, as
determined by the Council from time to time, may be charged against all
electricity consumers.

9.2.7. To apply the abovementioned principles, the consumer types and cost
allocations reflected in the following table will be used:-

Categories of Consumers Tariff Components
Fixed Active Energy Time-of-use
Charge Charge Energy Charge Charge
. Peak / Standard [ {Rand/{va/
{Rand! {cent/lAWh/
consumer! “month) Off-pealc month)
{sentkWhimonth)
month) -
“Note: 1BT BLOCK
Single Phase: X X 10 0- 350 kwh
{Domestic Credil maters) 2) 351 - 600 kwh
3) > 600kWh
*Note: IBT BLOCK
Single Phase: X X 1) 0- 350 kwh
(Domestic Pre-paid meters) 2) 351 - 600 kWh
3) > 600kWh
Life Line One — (pre-paid melers X 0 - 350 KWh
oy}
One Part - {pre-paid meters only)
Local Economic Development X 0~ 350 k'wh
Projects
Single Phase!
(Commercial Credil mefers) X X Flal rale
Single Phase:
{Commetcial Pre-paid meters) X X Flat rate
*Nete: IBT BLOGK
Three Phase;: ¥ ¥ 1) 0- 350kWh
{Comestic Credit meter} < 100A 2) 351 - 600 kWh
3} > 600kWh
*Note: IBT BLOCK
Three Phase: X X 1} 0- 350kwh
{Domastic Pre-paid meler) £ 100A 2) 357 - 600 kiwh
3) > G00kWh
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Three Phase:

(Commercial Credit meter) < 100A X X Flat Rate
Thras Phase:

{Commergial Pre-Paid meter) 1004 X X Flat Rate
Economic Pre-paid:- < 1004 A Flat Rate
Time of Use Taniff { 70kVA) X X X X
Servica Charge {per menth} for MY X X X X
and LY consumers

Medium Voltage Metering Points

{11000V) »500kVA X X X X
Low Voltage Metering Poinls (400V)

>TOKVA = 500kVA X X X X

A basic level of service will be provided free to qualifying households with a
fotal gross income level which is below a determined amount, and according
ta further specified criteria, as determined by Councit from time to time.

9.2.8. An infrastructure basic charge for electricity will be lavied on a manthly basis
on all properties or meters [units].

929 An avzailability charge will be tevied on all erven or units not connected to the
electricity network, but can reasonably be connected to the service.

8.2.10. The use of tariffs ESA10 "Exceed NOTIFIED MAXIMUM DEMAND (NMD) per
kWA Par month”.

Fach Time-of-Use consumer must nominate the Maximum Demand that the
consumer intends to draw from the Oversirand Municipal Electricity Network,
This nominated figure is known as the Nominated Maximum Demand (NMD)
and is measured in KVA, '

Upon exceeding this NMD, tha consumer will be warned that hefshe has
exceeded the NMD and upon exceeding such NMD again within the next 12
months, the consumer will be required to pay the charge per kKVA as indicated
under tariffs ESA10 as the case may be. Fach subsequent exceeding of the
NMD will be charged similarly. When the NMD has not been exceeded in any
12 consecutive months, the consumer will then only receive a warning upon
the next time the NMD is exceeded, after which the required tariff will again
be instituted as shown above.

The consumer may increase his/her NMD and would be required to pay the
associated tariffs as indicated under E15, where appropriate. A consumer
may increase his NMD as many times as is needed within one financial year,
but may only decrease the NMD once within any Financial Year.

9.3 Water

9.3.1. The categories of water consumers as set out in clause ©.3.4 shall be
charged at the applicable fariffs as approved by the Council in each annual
budget.

9.3.2. The first 6k of water cansumgption per month shall only be supplied pro rata
free of charge to domestic water consumers who qualify for the indigent
grant,

9.3.3. Because water is a scarce national resource, and this Municipality is
committed to the prudent conservation of such resources, the tariff levied for
consumption of water shall escalate according to the volume of water
consumed.

9.3.4. The tarifis for consumption of purified water shall be based on the levels
reflected in the following table:-
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Basic Fixed Charge Level of Consumption
Category of Consumer (Randimeterimonth) Unit Charge per k2 {Randlkelmonth)
NORMAL TARIFF
Single Residential HOUSEHOLD
Flals 0- 6kt
Group Housing (including Townhouse 7- 18kt
Developmenis) 19- 30 ki
Retirement Villages X X 31-45kt
Guest Houses 46- 60
>60 kf
KON-HOUSEHOLD
Churches 0-18 k!
Caravan Parks 19- 30 ki
Boutique Hotels and Hotels X X 31 - 45 ki
Other Consumers AB- B0 P
>B0 k4
RESTRICTION TARIFF (LEVEL 1 RESTRICTION} PLUS 30% on Normal Tariff)
Single Residential HOUSEROLD
Flats 7-18kt
Group Housing (including Townhouse 1930 ke
Developments) 3 -45KE
Retirerment Villages X X 46 - ROkt
Guest Houses >B0 kP
NON-HOUSEHOLD
Churches 0-18 ke
Caravan Parks 1930kt
Boulique Holels and Hotels X X 31 - 45 ki
Cther Consumers 46 -BO ke
; >B0 kt
RESTRICTION TARIFF (LEVEL 2 RESTRICTION) PLUS 60% on Normal Tanff)
Single Residenial HOUSERDLD
Flals 19 - 30kt
Group Housing tincluding Townhouse X X 31 . 45 kb
Developmenls)
A : 46 - 60 kf
Retirement Viltages
=60 ke
Guesl Houses
NON-HOUSEHOLD
Churches 0-18ke
Caravan Parks 19-30 &L
Boutique Hotels and Hotels X X 31 -45ke
Other Consumers 46 -0 ke
>80 kL
RESTRICTION TARIFF {LEVEL 3 RESTRICTION} PLUS 100% on Normat Tariff)
Single Residentizl HOUSEHOLD
Flats 7-18 K
Group Housing {including Townhouse 19- 304
Devslepmenis) X X 91 _45kf
Retirement Villages 46 - B0 ke
Guest Houses >50 ke
NON-HOUSEHOLD
Churches 0-18k?
Caravan Parks % X% 19-30kE
Boutigus Holets and Holels 3 -45ke
Other Consumers 46 - 60 ki
>60 kE
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9.3.5. A basic charge per water meter or unit in the municipal area, as determined
by the Council from time to time, may be charged against all water
CONSUMRErs.
9.3.6. An infrastructure basic charge for water will be levied on a monthly basis on
all erven or units.
9.3.7.  An availahility charge will be levied on all erven or units not connected to the
water network but can reasonably be connected to the service.
9.3.8. Allccation of RUE’s to categories of Household consumers:
Clinics = Qut patients o 1RUE
Flats a0 1RUE per residential unit
Guesi houses and B& B's o 1RUE

Househiold related consumers that do not fall in
one of the above household consumer

categories

i Upon appiication the Engineering & Financial Depariments will
assess the validity within the tariffs strectural framework.

Cld Age Homes, Hostels & Boarding School

1 RUE per 7 Beds

Retirement Villages, Hospital & Hospice

1 RUE per 1 residenlial unit
1 RUE per 7 Frail care beds

Singke Residential erven

glcola

1 RUE

e 1 RUE per unit
i Townhouse/Group Developments must apply should they

Townhouse and group developments require mors than 1 rue during development phase)

b RUE's are only applicable from date of application and
approval

8.3.8.

The number of water basic and infrastructare charges for non-household
consumers shall be coupled to the number of commercial sewage basic and
infrastructure charges. The _owner has the option to select to be charged

either one commergial unit or the total number of lettable sections.

9.3.10. The tariffs for consumption of irrigation and raw water shall be based on the
levels reflected in the foliowing table:- '

Cateqory of Consumer Basic Charge Levef of Consumption

gory (Rand/meterimonth) {Rand/kiletiter/month)
Use and pump water X 80 — 90 minules
. (i) 0-70K
Small Holdings X (i > 70 ki

9.3.11. Wet Industries

9.3.11.1. Commercial and Sport (Customers must apply for this tariff)
Basic Charge . .
. Unit Charge | Level of Consumption
Detail ‘Ra"":‘"‘uf;e”'"" ke | (Randikloliterimonth)
0] 0- 500ke
Normal Tariff X X (iy 501-1000ke
(i) > 1000 k§
Restriction Tariff {ievel 1 restrictions) X X E:a) BO?i ?gg Eg
PLUS 30% of Normal Tariéf i) > 700kt
Restriction Tariff (level 2 restrictions) X X EH} 5 5[1] __ 52 05[? kkt[
PLUS 60% of Normal Tariff il > 500 KE
Restriction Tariff {level 3 restrictions) X i 0- 100kf
PLUS 100% of Normal Tariff X @ > 100ki
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9.3.11.2. industry - Marine {Customers must apply for this tariff}
Basic Charge . Level of
Detail {Randimeterimo Unit ’(i:‘l;arge Consumption
nth} {Rand/kiloliterimonth)

. (i) 0- 5800ke

Mormal Tariff X X i 55 800 kb
Restriction Tariff {levet 1 restrictions) X X (I) 0- 5800kE
PLUS 30% of Normal Tariff (i) >5 B0 kE
Restriction Tariff (leve! 2 restrictions) X X i 0- 5800i
PLUS 60% of Normal Tariff (i >5 800 ke
Restriction Tariff {level 3 restrictions) X X (t) 0~ 5800kk
PLUS 100% of Normal Tariff (i) >3 800 ke

¢.3,12. The tariffs for consumption of Treated Effluent water shall be based on the
levels reflected in the following table:-

Basic Charge . Level of
Detail (Rand!meter?mo Unit :: kt;arge Consumption
nth) {Rand/kiloliter'/month)
Hermanus Golf Club X X As per agreement
Schoots, municipal sport groundsé X As per Agreement
project spart grounds as per
agreement
Curro Holdings X 250k{ free per day
Cther X

9.3.13. Restriction Tariff

3.3.13.1.

9.3.13.2

9.3.13.3.

2.3.13.4,

9.3.13.5.

8.3.13.6.

0.4. Refuse Removal

When level 1 water restrictions are implemented by the
Directorate Infrastruciure & Planning, [the capacity level of the
source reaches 40% Restriction] {level 1] no restriction tariffs

will be [applied] implemented,;

When level 2 water reslrictions are implemented by the
Ditectorate infrastructure & Planning, [the capacity level of the
source reaches 20% Restriction] level [2] 1 restriction tariffs

will be [applied] implemented;

When Jevel 3 water restrictions are _implemented by the
Directorate infrastructure & Planning, [the capacity level of the
source reaches 13% Restriction] level [3] 1 restriction tariffs

will [be applied] remain applicable,
When level 4 water resirictions are implemented by the

Directorate Infrastructure & Planning, level 2 restriction tariffs will
be implementead;

When level 5 water resirictions are implemented by the
Directorate Infrastructure & Planning, level 2 restriction tariffs will
remain applicable:

When level & waler resirictions are implemented by the
Directorate Infrastructure & Planning, level 3 resiniction tariffs will
be implemenied;
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2.5.

9.4.1. A separate fixed monthly refuse removal charge shall apply to each category
of users based on the costs of the service concerned and the applicable level
of service, which can vary from once a week up to 7 times a week,

9.4.2. The fixed basic charge will be based on the number of removals per week.

9.4.3. An availability charge will be levied on all erven/units where no building plan
has been approved. -

9.4.4. The fariff for refuse removal for residential units will be one removal per
househald per week.

9.4.5 Household refuse collection is the responsibility of the Municipality in the
urban areas and only where a service cannot be rendered a private
contractot can do the collection per agreement with the municipality.

Sewage

9.51. The categories of users as set out below, shalf be charged monthly af the
applicable tariff as approved by Council in each annual budget:-

(i) Domestic {including Semi Permanent Caravan Sites);

{ii) Hotels, Hostels, Hospitals, Old Age Homes and Group Housing;
(it} Guest Houses and Bed & Breakfast Establishments;

{iv) Shops and Offices;

{v) Low Cost Housing Schemes;

{wvi) Schools;

{vii) Caravan Parks with communal abiution facilities;

{viii) Departrmeantal Municipality;

{ix) Consumers with a conservancy tank,

9.52. A monthly basic charge shall be levied on all properties or units within urban
areas, irrespective of the type of service available.

9.5.3. A sewaQe usage charge will be levied on ail properties or units that produce
sewage or have g water meter, This charge will be levied as follows:

(i) SEWAGE — SINGLE AND INTERMEDIATE RESIDENTIAL (Dwelling
houses and Duplex apartments)
The sewage volume wil be deemed to be 70% of water
consumption, up to a maximum of 35k{ of sewage per month (70% of
50kl water per month).

(i) SEWAGE - GENERAL RESIDENTIAL {Biocks of apartments and
Residential Buildings)
Sewage volume will be deemed to be 80% of water consumption per
individual unit up to a maximum of 45k of sewage per month (90% of
50kE water per month).

(i) SEWAGE - GUEST HOUSES AND BED & BREAKFAST
ESTABLISHMENTS
Sewage volume will be deemed to be 70% of water consumption per
individual unit.

(iv) ALl OTHER USERS (Including Commercial, Indusirial, School,
Soort, etc.)
The sewage volume will be deemed to be 90% of water
consumption.
The 890% may be adjusied by the Municipal Manager as appropriate
to the consumer. The Municipat Manager may also institute 2 cap on
the volume of sewage if appropriate to the consumer.

9.84. An effluent fee shall further be payable by factories and other industrial users

where the wastewater emanating from such users reguires special
putification measures by the Municipality. Such fees shell he based on the
toxic content of the wastewater concerned and the costs of purification.
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9.5.5.
9.5.86.

8.5.7.

9.5.8.

9589,

A monthly infrastructure charge will be levied on all propetrties or units.

Consumers with conservancy or septic tanks that cannot cennect fo the
network may only apply io have their taniff changed at the beginning of a
financial year before 30 September, or with a change in occupancy status.

The sewage basic and infrastructure charge shall be levied on the owner's
account, whilst the consumption portion of the charge shall be levied on the
same account as where the water consumption is charged.

[The number of commercial sewage basic and infrastructure charges
shall be coupled to the number of non-household water basic and
infrastructure charges] The number of sewage basic and infrastructure
charges for non-household gonsumers shall be coupled to the number of
commercial water basic and infrastructure charges, The owner has the option
{o_select to be charged either one commercial ynit or the total number of
lettable sections.

A sewage availability charge shall apply to serviced vacant or -developed
land.

9.6. Minor tariffs

9.6.1. Al minor tariffs shali be standardised within the municipal region.

06.2. Al minor tariffs shall be approved by the Council in each annual budget and
shall, when deemed appropriate by the Council, be subsidised by property
rates and general revenues, particularty when the tariffs will prove
uneconomical when charged to cover the cost of the service concerned, or
when the cost cannot be determined accurately, or when the tariff is designed
purely to regulate rather than finance the use of the particular service or
amenity. :

9.6.3. Minor tariffs may include fees for the following:-

= Access to information .
. Admisistration Costs # Managemeni consultation
*  Advertisements / Advertisin ™ . Photocopies
. 9 & Placard / Poster Costs
* Bank cost on foreign accounts .
= Deposit Consultation = Section 82 Appoals
A | Administration . r  Tender Objections
= Duplicate Accounts «  Tender Pariicination Cost
s Duplicate Pay Day Slip ender Paricipation Losts
s Facsimiies »  Top Management Consultation
. v Top Management Deposit
s Interest on Accounts in Arrear : .
= Laminated documents 8 Trace of Direct Deposits
«  Administration / Storage fee . ;
»  Alterations & Additions . twsp;rl:jlon;ees‘
= Building Plans and s Fianning
s Contravention Lev = Photocopies of Building Plans
B | Building Control o / = Plan Printing Fees
= Demalition Fees = Plan Scrutiny Fees’
«  Deposits Par] Grutipy ees
s Encroachments n Re-lnspectmn fees
s Heritage Investigations “  Searching Fees
. e Garden of Remembrance v [ndication of grave
C | Cemeteries . Grave-sites
D | Business License e El_upllcates »  Re-inspection Fee
= License
E Commercial a  Cancellation Fee
Filming/Photographing | = Permits
Credit Control & Dept |+ Adminisiration fee " SMS
F- 1 Collectin » Noficas o Tracing fee
9 = Sherifffee acing
G Davelopment = Waler e Stormwater
Contributions = FEleclricity = Solid Waste
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= Sewerage = (Off Grid Developments
s Roads w  Evaluations/Investigations L evies
Dog Tax « Licenses
: e : = Meler Tesiing
= Administation Fee Recalculation . Meter Verification
= Builders connection & MV Switching
= Buik Service Development Fees s New Sarvice Connaclions
D G ! Recomston
) g * Remedial Action Fes
= Capitat Cordributions a  Removal of meter
: gzr;lfic?;essgm of Time of Use = [Rental of Equipmen]
4 N s Repair of Cables or Additicnal
= Change of Circuit Breaker Joints
& Commission of Bulk Meter s Replacement
= Cannection and Discannection of «  Repositioning of Meter
. Service , .
Ejectricity . , = [Bervice Connections]
Consumer Deposils . & Small Scale Embedded Generation
s [Contractor inspection] (SSEG)
= Coenversion of meters n : .
e Credit Control and Debt Collection . gﬂﬁﬂ? ?:2:;1?2:: ngs
v Damaged cables = Street Lighting
*  Damaged me'ter 8 Sundry Services
. [Disc.onnectlon] « Tariff change
: Eégf:g;ﬁfg:;wal of Bannsrs s  Unsafefilegat connections
. L oulat ] oSS = Upgrading extension Fee
8¢ fegaiouialion ~ o @ = Verification of meter reading
= [uminated Signs = Wayleave
*  Burn Permits « Plot Clearing
. . , v Events . g :
Fire Services & Disaster | Extinguishing of Fires Re ;n_spectm Fee under the Bylaw
Management = Fire Prevention inspections : gf:r?;il S;r;iftl'ie:cene
» Fire Safely /
Housing = Administration = Rental
n Bylaw on ovidoor advertising »  Pound fee Dogs and Cats
= Impoundment of Hawkers goods v Pound fee other animals
Law Enforcement = Impoundment of ilegal = Re-inspection Fee
Advertising/Agent boards = Removal of llegal siructure
= Inspection Fees = Glorage Fes
* Damage or lost of Library material : EZ?mttgfg?ﬁirary Amenities
: E:E;i:rlmtifes ¢ Reservations
Libraries = Scanning
= Internet Usage »  Special Requests
* LostCards = Subscription
= Penalty for Laie Return = Visitors Fes (Handiing)
. - = Deposits . .
Municipal Buildings «  Rental of Amenities Rental of Equipment
Operational Cost = Street Signage
Parking Fees
= Application leass/purchase . .
Property Administration | =  Encroachmeni Fee . g:g;gﬁ;fﬁ fcnes
=  leases
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: |I;E;_Iling Tﬁr}d I:runing of Trees s Stest Signage
R | Public Works . Sg;‘;at; Mi?s rcellaﬂeous kemns = Tar and Patch Wark
) = Vehicle Entrances
= Storm Water Drainage :
= “Boat Launching = (Office Rental
= Boat LicensefPermits o Open Spaces
= {aravan Parks = Public Open Space
S 1 Recreational Amenities | Community Halls = Recrsational Fishing Yessels
s Deposit s Schuss Houses
v Frank Robb Hut = 3paces for Sport
= Hawker Stalls Lagoons = Spori Evenis
s Llagoons = Swimming pool
T | Roads = Capital Contributions s Bulk Service Development Fee
= Refuse Bins
: gzgiso?;::; ?atnt Bins w  Rental of Bulk Containers ‘
- - = Replacement of Butk Centainers
U | Refuse Removal = Capital Contributions = Selt.Dumpin
= Deposits Ping
s Mass Containers = Replacement o_f quk en baboon
resisiant wheelig bin
«  Bulk Service Development Feg
= Capital Contributions = Service Connections
V | Sewage s Conneclion of tanks = Tank Services
» Disposal = Testing of tanks
W | Stony Peint «  Angual Permit = Visiors
Swimming Pool : Er;tlraasnce Fee = Training sessicn
- :g;ﬁg?:;g g::t : *  Registered Latter Removal of Tile
= Confravention Application Deed Bestrlctpns_
. =  Rezuning application
¥ | Town Planning - Depar‘l'ure e Spatiai Development Framework
= Deposit - Appeal «  Sub-division
3 Extensmn of Time = Zoning Certificate
= Land use ptanning Feg
= Disabled Parking Tokens » Removal of Vehicles
= Driver's Licenses = Roadworthy Certificates
s Escorting and Other Services = Siorage Fees
Z | Traffic = Hiring Traffic cones = Taxi Rank Tokens
7 Leaner's Licenses ¢ Towing Charge
*  Parking Meters = Vehicle Registration
* Professional Criver's Permils = Wheet clamping fee
Valuation {Property . 'éf"es‘“‘ ta 'g"’".‘;a""“ = Valuation Certificates
a4 | mformation) earance erl |cgtes . s Valpation Roll
e Deeds Office Registrations '
s Revaluation " Voters' Rol
. ggﬁlgfgﬂaé:]g:;;ﬁ:gumm = Meter verification
. Callout Fes = New Semge Connections
= Capilal Contriutions : E:S@T?aﬁﬂf borehcle
: gggﬁ?ﬂigﬁﬁgﬂnewm s  Remediat Action Fee
= Convert to flow restrictor meter : Eentgl 02 qu:'pme“t
BB | Water = Credit Control and Debt Collection Gparr oTmeter
= Damaged Water Meter, Water ®  Repositioning of meter
in & Service Conne étion a  Service Connections
3 il;r:f(lannet:alc:uIaltion ~ N0 BCCESS = Special Meter Readings
= Final meter reading : gtjll-;;f!" énsrﬁiecﬁcns
" Iigation Water = ngprgra; cgﬁﬁecﬁons
» |llegal Connection/Tampering Fee | |

Meter Testing

Varification of meter reading
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9.6.4. The Municipal Manager shall maintain a list of all minor services indicating
their unit of service for the purposes of determining tariffs, fees, charges and
levies. Such list shalf be reviewed annually together with the proposed tariffs,
fees charges and levies.

10. NOTIFICATION OF TARIFFS, FEES AND SERVICE CHARGES

10.1.

10.2.

10.3.

10.4.

After a draft budget as required by the Local Government: Municipal Finance
Management Act, 2003 {Act No 56 of 2003) has been tabled, the Municipat Manager
must invite the local community to submit representations for consideration by the
Council. Such invitation includes the draft resolutions on taxes and tariffs proposed.

After approval of the budget, the Council wilt give notice of alt tariffs approved at the
annual budget mesting at least 30 days prior to the date that the tariffs become
effectiva.

A notice stating the purport of the council resolution, date on which the new tariffs
shall become operational and invitation for objections will be advertised by the
tMunicipality.

All tariffs approved must have been considered at the annual budget meeting.

11. IMPLEMENTING AND PHASING-IN OF THE POLICY

11.1.

11.2.

The principte contained in this Policy will be reflected in the various budget proposals
submitted to the Council on an annual basis, service by-laws as promulgated and
adjusted by the Council fram time to time and the Tariff By-laws referred 1o in section
75 of the Act. :

The Council may determine conditions applicable to community service of a
regulatory nature. These conditions will be reflected in the standing orders of the
Council.

12, PROCEDURES AND ACCOUNTABILITY

12.1.

12.2.

The Municipal Manager shall ensure that procedures to manage all aspects of this
Policy are prepared in the form of a manual, reviewed regularly and that these are
formally adopted by himther for implementation. These procedures will include
aspects in this Policy and subscribe to sound principles of internal control.

The Direciors and Managers shall ensure compliance with the procedures as
approved from fime to time by the Municipal Manager to give effect to the provisions
of this Policy.

13. IMPLEMENTATION AND REVIEW PROCESS

This policy wili come into effect on 1 July 2048 and will be reviewed at least annually or when
required by way of a Council resolution.

14. SHORT TITLE
This policy shall be called the Tariff Policy of the Overstrand Municipality.

POLICY SECTION: MANAGER: INCOME
CURRENT UPDATE: 30 MAY 2018
PREVIOUS REVIEW. 31 MAY 2017
PREVIOUS REVIEW: 25 MAY 2016
PREYIOUS REVIEW: 28 MAY 2015
PREVIOUS REVIEW: 28 MAY 2044
PREVIOUS REVIEW 20 MAY 2013
PREVIOUS REVIEW 30 MAY 2012
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PREVIOUS REVIEW: 31 AUGUST 201
PREVIOUS REVIEW: 04 MAY 2011
PREVIOUS REVIEW: 26 MAY 2010
PREVIOUS REVIEW: 27 MAY 2009
APPROVAL BY COUNGIL: | 31 MAY 2006
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OVERSTRAND MUNICIPALITY
CUSTOMER CARE, CREDIT CONTROL AND DEBT COLLECTION 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 what such policy must provide for;

Now therefore the Municipal Council of the Municipality of Oversirand adopts the Customer Care,

Credit Conirol and Debt Collection Policy as set out in this document:-
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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:-

FAct” The Local Government Act Municipal Systems Act 2000 (Act No 32 of 2000) as
amendad from time to time.

“authorised the person or instance legally appointed by the Council to act or to fUff a duty on its

representative” behalf

“basic service” the amount or lavel of any 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 of the environment and for the purpases of this Policy are restricted to the delivery
of electricity, refuse, sewerage and water services,

“Chief Financfal Officer”

an officer of the Municipality appointed as the Head of the Finance Department and

includes any person:-

{a) acting in stich 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.,

“ehild-headed
househaid”

a household where ali the occupants of a residential properly are younger than 18 years
old, i.e. a child-headed household is a household consisting only of children.

“Gouncll” or “municipal
council”

a municipal council referred fo in section 18 of the Local Govemment Municipal
Structures Act, 1998 (Act No 117 of 1998) and for purposes of this golicy, the municipal
council of the Municipality of Overstrand.

“Credif control” and debt | the functions relating to the collaction of any monies due and payable to the Municipality.

collection”

“Clossely connected any immediate refalive of the person namely spouse, child, parent, parent-in-law, fife

person” partner.

“eustomer” any occupier of any property to-which the Municipality has agreed to supply services or
already supplies services to, or if there is no occupier, then the owner of the property
(inciuding registered indigent household).

“defauiter” a person whe owes money to the Municipality in respect of a municipal account after the
due date for payment has expired,

“Director” the person in charge of the civil andfor electrical component{s) of the Municipality and
includes any peyson;-

(@) actingin such position; and
by to whom the Bireclor has delegated a power, function or duty in respective of such
a delegated power, function or duty.

“equipment” a, siructure, pipe, pump, wiring, cable, meter, machine or any fitlings.

“housshold” all persons who are jointly living on & stand or site on a permanent basis and who receive
electricity andfor water from one meter, regardiess whether the person rents or owns the
property.

“Income”’ income i the gross sum of all monthly income from all sources, including wages,
salaries, profits, dividends, pensions, rentats, board & lodging, interest received, grants o
investment income and other forms of eamings received by every person residing on the
property.

“indigent” a household which is not financially capable of paying for the delivery of basic services
and meeting eriteria determined by Council from time to ime - this also includes poor
househelds.

“inferast” 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 approved
by Council.
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“Municipality” the institution that is responsible for the coflection of funds and the provisien of sarvices
1o the customers of Oversirand,

“municipal account” or the proper and formal nofification by means of a statement of account, to persons fable

“hilting"” for manies levied and indicating the net accumulated balance of the account, specifying

charges levied by the Municipaiity, or any authorised and contracted sarvice provider, in

the format of, bui nof limited for-

{a) show the levies for assessment rates and/or building clause; and

{by  “monthly account”rendered monthiy and shows the levies for assessment rates
andfor building clause, availability charge, sewerage, refuse removal, eleetricity,
water, sundries, housing rentals and instalmentis, as well as the monthly instalment
for annual services paid monthly,

“Municipal Manager” the accounting officer appointed in ferms of section 82 of the Local Government

Municipal Stuctures Act, 1998 {Act No 117 of 1998) and being the head of administration

and accounting officer in terms of section 55 of the Local Government: Municipal

Systems Act, 2000 (Act No 32 of 2000 and includes any person:-

{a} acling in such position; and

{b} to whom the Municipal Manager has delegated a power, function or duty in
raspeclive of such a delegated power, function or duty.

“municipal services” those services pravided by the Municipality such as, amongst others the supply of water

and electricity, refuse removal, sewerage freatment, and for which payment is required by

the Municipality or not,

“scetipler” any person who occupies any property or part thereof, without any regard to the title
under which hefshe so occupies the property — in process of phasing out from
01/07/2010.

“owner” (a) the person in whom the legal title to the property is vested;

{b) a person mentionad below may for the purposes of this Policy be regarded by a
municipality as the owner of a property in the following cases:

{iy Adfrustee, in the case of a property in a trust excluding state frust land;

{i}  an executor or administrator, in the case of a property in a deceased esiate;

(i) a trustee or liquidator, in the case of a property in an insolvent estate or in
liquidation; o : _

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

{v) acurator, in the case of a property in the estate of a person under curator
ship;

{vi) aperson in whose name a usufruct or other personal servitude is registered,
in the case of a property that is subject to @ usufruct or other personal
senvitude;

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

(vi) a buyer, in the case of a property that was soid by a municipality and of
which possession was given fo the buyer pending registration of cwnership in
the name of the buyer;

(c} in the case where the Councll is unabls to determing the identity of such person,
the person who is eniified to the benefit of such property or any building thereoss;

(d) in the case of a property for which a lease agreement of 30 vears or more has
been entered inta, the lessee thereof,

(@ regarding:-

{ii  aportion of iand defineated on a sectienal title plan registered in texms of the
Sectional Tilles Act, 1986 (Act No 95 of 1986), and without restricting the
above mentioned stipulations, the developer or body corporate of the
communal property; or

(i} a porlion as defined in the Sectional Titles Act, the person in whose name
that portion is registered under a sectional fitle deed, including the legally
appointed representative of such person;
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{iy any legal enlity, including but not limited to-

{i} & company registered in terms of the Companies Act, 2008 (Act No 71 of
2008), a trust jnter vivos, trust moriis causa, a closed corporation registered
in: terms of the Closed Corporations Act, 1984 {Act No 69 of 1984), and any
voluntary organisation;

{i}  any local, provincial or national government;

(i} any councl, board or entity established in terms of any legislation applicable
1o the Republic of South Africa; and

{iv) any embassy or other foreign entity.

(i) in the case of property owned by the Council and which has been alienated, but
which has not been transferred to the person o whom it has heen alienated, such
parson from the date cf the alienation concemed; and

(il} in the case of property owned by or under the control or management of the
Council while held under a lease or any express or tacit extension thereof or under
any other contract or under a servitude or right analogous thereto, the person sc
holding the right to {he immovable property.

“premises” or “properfy” 1 any porion of land, the external surface boundaries of which are delineated on:-

{a) ageneral plan or diagram registared in terms of the Land Survey Act, 1827 (Act No
9 of 1927} or in terms of the Deeds Registry Act, 1937 (Act No 47 of 1937); or

() asectional plan registerad in terms of the Sectionaf Titles Act, 1986 (Act No 95 of
1986,

which is situated within the area of jurisdiction of the Municipality.

“Residential™

means improved property that is:

{a)  used predaminanty {(60% or more} for residential purposes, with not more than
two dwelling units per property.

{b) & unit registersd in terms of the Sectional Tille Act 856 of 1086, used
predominantly (60% or more) for residential purposes, and includes any unit in the
same Sectional Titie Scheme registered in the name of the same owner which is
used together with the residential unit as if it were one property, for axample g
garage or store room. {Any such grouping shall be regarded as one residential
property for rate rebate or valuafion purposes.) o

{c}  owned by a share-block company and used predominantly (60% or more) for
residential purposes, of

{(d)  aresidence used for residential purposes situated on property used for or related
{o educational purposes.

GENERAL OBJECTIVES:

The cbiectives of this Policy are to:-

2.1 provide a framework within which the Municipality can exercise its executive and
legislative authority with regard to credit control and debt collection;

2.2 ensure that all monies due and pavyable to the Municipalily are levied and collected in a
financially sustainable manner;

2.3 provide a framework for custorner care and indigent support;

2.4 describe credit control measures and seguence of events;

25 outline debt collection and credit contro! procedures and mechanisms; and

2.6 set realistic targets for eredit controf and debt collection.

PRINCIPLES

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

3.2 All customers must complete an official application form, formally requesting the

tunicipality to connect them to service supply lines. Existing customers may be required
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3.3

34

3.5
3.6
3.7

3.8
3.9

3.10
3.11
3.12
3.13

3.14

3.15

3.16
317

{o complete pew application forms from time {o time, as determined by the Municipal
Manager.

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 1o explain the contents thereof in the three languages of the Wastern Cape.

A copy of the application form, conditions of services and exiracts of the Council's
Customer Care, Credit Control and Debt Collection Policy and By-Laws must be handed fo
every customer on request at such fees as may he prescribed by Council.

Billing is to be accwrate, timeous and understandable as far as possible.

The customer is entitied to reasonable access fo pay points and fo a variety of reliable
payment methods which will include cash, cheque, debit or credit card, electronic fund
transfer, debit order and bank order payments.

The customer is entifled to an efficient, effeciive and reasonable response to appeals, and
should suffer no disadvaniage during the processing of a reasonable appeal.

Enforcement of payment must be prompt, consistent and effective.

Unauthorised consurmnption, connection and reconnection, the tampering with or theft of
meters, service supply equipment and the reticulation network and any fraudulent activity
in connection with the provision of municipal services will lead to disconnections, charges,
penaities, loss of rights and/or criminal prosecutions. A certificate reflecting the nature and
extent of the unauthorized activity must be issued by a duly qualified person to
substantiate the claim.

Incentives and disincentives may be used in collection procedures.

The collection process must be cost-effective.

Resuits will be regularly and efficiently reported and monitored.

Application forms may be used to, amongst others, categorise customers according to
credit risk and to determine relevant levels of services and deposits required.

Targeis for performance in both customer service and debt collection wiill be set and
pursued and remedies implemented for non-performance.

Where practicably possible the Customer Care and Debt Collection Policies will be
handled independently of each other and the organisational structure will reflect the
separate functions.

The principle of providing services instead of payment for arrear accounts is supported.
Customers that meet council’s indigent criteria must be identified and supported.

PERFORMANCE EVALUATION

This is addressed in the SDBIP and the Municipal Perfermance Management System.

REPORTING

5.1

52

5.3

The Chief Financial Officer (Director: Finance) shall report monthly to the Municipal
Manager in a suitable format to enable the Municipal Manager to report to the Executive
Mayor, as supervisory authority in terms of section 99 of the Act, read with section 100{c).
This report shall contain particuiars on:-

{a) Cash collection statistics, showing high-level debt recovery information {(number
of customers; enguires; arrangements; default arrangements; growth or
reduction of arrear debt). Where possible, the statistics should ideally be
divided into wards, business (commerce and industry), domestic, siate,
institutional and other such divisions.

(b} Performance on all areas against targets agreed to in paragraph 5 of this policy
document.

If in the opinion of the Chief Financial Officer, the Municipality will not achieve cash receipt

income equivalent of the income projected in the annual budget as approved by Council,

the Chief Financial Officer will report this with motivation to the Municipal Manager whe
will, if he/she agrees with the Chief Financial Officer, immediately move for a revision of
the budget according to realistically realisable income levels.

The Executive Mayor, as supervisory authority, shall report at intervals of 3 months to

Council as contempiated in section 99{c) of the Act.
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6. CUSTOMER CARE |
6.1 Objective
To focus on the customer's need in a responsible and pro-active way to enhance the
payment for services and o create a positive and cooperative relationship between the
persons responsible for the payment for services received and the Municipality and where
applicable, the service provider.

6.2 Communication and feedback
8.2.1 The Municipality will, within its financial and administrative capacity, conduct an
annual process of compiling and communicating its budgei, which will include
targets for credit contrel and debt collection. This process will include the effort
to ensure that the residents and customers understand the costs involved in the
service provision, the reasons for payment of service tariffs and the manner in
which monies raised from the customers are utilised.

6.2.2 Council will endeavour to distribute a regular newsletter (also available on the
website), which will give prominence io customer care and debt collection
issues.

6.2.3 Ward councillors will give feedback at ward meetings, at which customer care
and debt collection issues will be given prominence.

6.2.4 The press wili be encouraged to give prominence to Council's customer care,
cred® confrol and debt coliection issues, and may be invited to council or
comimitiee meetings where these are discussed,

6.2.5 The residents and users of services will be encouraged to give feedback through
the established mechanisms to the Municipality regarding the quality of services
and the performance of service providers.

6.3 Metering

6.31 The Municipality will endeavour, within practical and financial constraints, to
provide meters to every paying customer for all measurable services.

8.3.2 All meters will be read monthly, as far as possible. If the meter is not read
monthly, the consumption may be estimated in terms of Council's operational
procedures. : .

6.3.3 if any meter is not accessible for meter reading, the customer must apply and
pay to have the meter moved out to the borderling and convert the electricity
meter to a pre-paid meter.

6.3.4 Customers must:-
{a) safeguard and maintain service meters in a readable condition;
{h notify the Municipality when services are no longer required at a
particular service delivery point;
{c) maintain credit and pre-payment meters; and
{d) supply the Municipality with accurale information with regard to the
supply of services or applications for indigent cases.
6.3.5 Customers are entitled to request verification of meter readings at the prescribed
tariff.

6.3.6 Customers are entitled to request testing of meters for accuracy within reason,
[at the prescribed tariff.] If the test reveals the meter to register outside the
norm as prescribed for the service in gquestion (Electricity or Water), [the
charges paid will be refunded ] the meter will be replaced and the customer's
account will be adjusted accordingly The adjustment may not exceed a period
of six {6) months, preceding the date on which the metering equipment was
found to be inaccurate. If the outcome shows that the meter was not defective,
the consumer is liable for payment for the cost of the test at the prescribed tariff
as well as for other amounts cutstanding.

6.3.7 Custamers will be informed of meter replacement.

6.3.8 Customers must give notice of at least 48 hours to the Municipality should a final
reading ot discontinuation of service be required. When a customer vacates a
property and a final reading of the meter is not possible due to no access, an
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6.4

639

6310

estimated consumption will be used by the Municipality and the final account
rendered accordingly.

If 2 service is metered but it cannot be read due to financial andfor human
resource constraints or circumstances beyond the control of the Municipality or
its authorised agent, and the customer is charged for an estimated consumption,
the account following the reading of the metered consumption must articulate
the difference between the actual consumption and the average consumption,
and the resulting credit or debit adjustments.

The Municipality may apply debt collection factors available on the pre-payment
electricity system, to ensure collection of all arrear debt on the account of the
customer.

Accounts and billing

6.4.1

6.4.2

6.4.3

6.4.4
645
6.4.8

6.4.7

6.4.8

The Municipality will as far as possible render to its customers on the billing
system an understandable and accurate statement, which will consolidate all
service costs and subsidies granted in terms of this Policy for that property.
Accounts will be produced in accordance with the meter reading cycle and due
dates will be linked to the statement date.

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 {ollows:

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

s} A credit will be passed for expor{ of ensrgy monthly against the normal
monthly electricity account, '

{c) Customers will not be compensated if the monthly export reflects a credit

balance. A credit halance for expost will be carried forward to the
following month.

{d) In the instance where an export credit exists on 30 June, this credit will
be forfsited. : : :
{e) Al the time that the customer ceases.to be on the small scale embadded

generation tariff, any remaining credit balance for export, will not be
refunded to the customer.

) The municipality shall not be obliged to grant credit to the cusiomer for
export not received onto the ebectrical grid due to unavailability of the
grid or for any cther reason.

If no official complaint in writing is received by the 15" of the month it will be

considered that the account deliverad is correct.

Accounts will be rendered monthly in cycles of approximately 30 days at the

address last recorded with the Municipality or its authorised agent.

It is the customer's responsibility to ensure that his/her postal address and ail

other required details are correct.

(a) Accounts are delivered monthly. It is the customer's responsibility to
enquire from the Municipality shouid an account not be received in order
to ensure timely payment and to oblain a duplicate account when the
account is not delivered during the normal killing cycle.

(M Customers residing ouiside the borders of the Republic of South Africa
will receive only electronic acoounts, unless a local address is supplied.

Settlement or due dates will be as indicated on the statement and are normally

as follows:-

{a) Monthly accounts are payable before or on the due date in accordance
with the specific account billing (invoicing) cycle as indicated on the
account, or the first working day thereafter should it fall on a weekend or
public holiday, of the month following the month of the statement of the
account.
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649

6.4.10

6.4.11

6.412

6.4.13

6.4.14

(b) Large Power and Tlme of Use electricity customer accounts are payable
on or before the 15™ of each month, or the first working day thereafter
should the 15" be on a week-end..

(c} Annual accounts are payable on or before the 30" of September of each
year, -

(d} Accounts of councillors and employees may be deducted from their
salaries/allowances on a monthly basis; alternatively, they may sign a
debit order for deduction of the monthly account off their bank account.

(e} Staff arrears will be dealt with in accordance with Schedule 2(10) of
Local Government: Municipal Systems Act 32 of 2000 and in terms of
any procedures, method or actions referred to in this Policy.
Notwithstanding any other procedure, method or action that may be
taken in terms of this Policy, the Municipality shall deduct any
outstanding amount from such staff members' salary after this 3 (three)
month period. Qutstanding arrears will be seftled out of any annual
bonus due to the staff member.,

{f All staff joining the Municipality must, within 30 days, sign an agreement
to pay arrears.

{g) Where the Municipality provides temporary employment to members of
the community who are in arrears with paymenis for municipal rates and
services, they will be reguired to enter into a written agreement to pay
up te a maximum of 30% of their gross remuneration towards the arrear
debi.

h) In accordance with Schedule 1(12A) of the Local Goverrunent: Municipal
Systems Act 32 of 2000, a Councillor of the Municipality may not be in
arrears lo the Municipality for rates and service charges for a period
lenger than 3 months. Notwithsianding any other procedure, method or
action that may be taken in terms of this Policy, the Municipality shall
deduct any outstanding amount from such Councillors’ remuneration
after this 3 (three} month period.

Where an account is not seitled in full, any lesser amount tendered and

accepted shall not be deemed to be in full and final setilement of such an

account.

Where any payment made to the Mumclpahty, of its authorised representative,

by negotiable instrument is subsequently dishonoured by a bank, the

Municipality or its authorised agent:-

{(a) may recover the average bank charges incurred relating to dishonoured
negotiable instruments, together with an administration fee, against the
account of the customer;

()] shall regard such an event as a default on payment and services may
be disconiinued should & valid payment by cash, a bank-guaranteed
cheque or electronic fund transfer not be made by the date provided by
the authorized official;

(c) may insist on cash, debit order or electronic fund transfer payments for
all future accounts;
{s}} may only consider application for re-instatement of debit order/cheque

after twelve months, except in instances where the Chief Financial
Officer, or delegated official, authorises otherwise.
The Municipality must issue a duplicate account or any acceptable alternative to
a customer on raquest, at a cost determined by Council from time fo time,
The registered owner of a property being leased is at histher own cost entitled to
oblain a copy of the account of a lessor and to be informed if a lessee is in
arrears with hisfher service charges within 60 days.
All contracts for service delivery with tenants will be phased out over a period of
time and all new service contracts will anly be with the awners of the property.
COpening of tenant accounts will only be allowsd when :
{a) the iessee is an indigent household and the property is registered in the
name of another person;
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6.5

8.6

6.7

6.4.15

6.4.16

6.4.17

(b) the lessee is a contractor for municipal projects

When tenants are in default, the service contract with the tenant will be
cancelled and services transferred to the owner.

The amount which the Municipality may recover from the tenant or occupier of 3
property where there exists only an owners account, is limited to the amount of
rent or other money due and payable, but not yet paid, by the tenant or cooupier
to the owner of the property

The tenant or occupier of a property must, on request from the Municipality,
furnish the Municipality with a written statement specifying all payments to he
made by the fenant or occupier to the owner of the property for rent or other
money payable on the property during a period determined by the Municipality.

Payment facilitias and methods

6.5.1

6.52

6.5.3

6.5.4

6.55

The Municipality will operate and maintain suitable payment facilities, which
facilities wil be accessible to all customers.

The Municipality will, at its discretion, allocate a payment between service debis,
A debior does not have the right to indicate that the payment is for a specific
portion of the account,

The Municipality may, in terms of section 103 of the Act and with the consent of
a customer, approach an employer of the customer to secure a debit or stop
order arrangement.

The Municipality will endeavour to appoint a variety of agents (super markets,
SA Postal Service, eic.) for the receipt and transfer of paymenis {o the
Municipality. The customer will acknowledge in the customer agreement that
the use of customer agents in the fransmission of payments to the Municipality is
at the risk of the customer — also the time lapse for transfer of the payment.

The Municipality will, in the event of services having been disconnected or
restricted, only accept cash or electronic fund transfer / direct deposit into the
Municipality’s bank account (with documented proof), or at any one of the
nominated cash recsipting points or agents of the Municipality.

Incentives for prompt payment (Annexure “A”)

6.6.1

6.6.2

The Council may, to encourage prompt payment and/or to reward regular
payers, from time to time consider incentives for the prompt payment of
accounis or payment by debit or stop order.

If introduced, the cost associated with the incentive scheme will be reflected in
the operational budget as additional expenditure.

Feedback, enquiries, appeals and service complaints

6.7.1

6.7.2

6.7.3

Within its administration and financial ability the Munigipality will establish:-

{a) Decentralised complaints/feedback offices;

)} A centralised complaints database tc enhance co-ordination of
complaints, their speedy resolution and effective communication with
customers,

{c) Appropriate fraining for officials dealing with the public to enhance
communications and service delivery, and

(d) The introduction of a regular article in the newsletter to inform customers

on the safe and economic use of services.

If a customer is convinced that his/her account is inaccurate, hefshe can lodge a
query, together with supporting documentation and proof, with the Municipality
hefore due date for investigation of this account, and where necessary the
relevant alterations.

In the interim the debkor must pay an average based on previous consumption
where such history of the accaunt is available. Where no such history is
available, the debtor is to pay an estimate provided by the Municipality before
payment due date until the matter is resoived.
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6.8

6.7.4

6.7.5
6.7.6

8.7.7

The relevant depariment will investigate and endeavour 1o inform the debior

within 14 days of the ouicome of the investigation and the measures that have

been or will be taken to correct the situation.

Failure fo make such agreed interim payment or payments will result in the

customer forming part of the normal credit control procedures,

A customer may appeal against the finding of the Municipality in terms of sub

clause (6.7.4).

An appeal and reguest in terms of sub clause (6.7.6) must be made and lodged

with the Municipality within 21 {twenty-cne) days after the customer became

aware of the finding referred to in sub clause (4} and must:-

(a) set out the reasons for the appeal;

{b) be accompanied by any security determined for the testing of a
measuring device, if applicable.

Customer assistance programmes

6.8.1

6.8.2

6.8.3

Water leakages:

{a) If the leakage is on the customer’s side of the meter, the cusiomer will
be responsible for payment of the full account.

{b) Water leakage discount will not be considered in the instance of
irrigation systems.

{c) A customer will qualify for a Water Leakage Discount upon application

on the prescribed form within [45] 60 days after the leak has been

repaired, which application will only be regarded as a valid application if

compilete information and documentation as prescribed is received and:-

i Where the loss of water resulted from malicious damage fo
external pipes & fittings and where this act was reported to the
South African Police Service (SAPS) and a case number was
allocated;

{ii) the leak was repaired within 10 working days since its detection;

{iii’} the cusiomer applied only once in a cycle of 30 months for a
discount; and

(iv} proof of repair and costs as well as the date of repair, or a
sworn affidavit from any person who has repaired the leak, has
been submitted

(v) Discount for usage, will be calculated over the period the leak
was present and wil be equal to the consumption above the
normal consumption of the customer at the rebate tariff
applicable, subject to a maximum period of 3 months.

(d} A discount wifl be applicable on the excess sewer consumption charge
as calculated.

(e) It is the responsibility of the customer to contro! and moniter hisfher
consumption,

Rate rebates:

(&) The municipal council may grani rate rebales annually to cerfain

categories of ratepayers in accordance to the Municipality's Properiy
Rates Policy and By-Laws.

(b} Rate rebales will be subject to certain criteria as determined by Council
from time to time.

Arrangements for setiiements (Anhaxure “B”):

(&) Customers whose municipal accounts become in arrears may enter into
an arrangement for settlement of the arrears with the Municipality. Such
customers will be requested to complete a new application and
agreement for Municipal Services,

{s))] H required, customers with arrears must agree to the conversion to a
pre-payment electricity meter and a flow limiter water meter. If and
when implemented, the cost of which, and the arrears total, will be paid
off either by:-
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6.9

6.10

6.11

(i adding the debt to the arrears bill and repaving it over the
agreed period; or
(ii) adding the debt as a surcharge 1o the pre-paid electricity cost,
and repaying it with each purchase of eleciricity at a percentage
- rate, until the debt is liquidated.

(e} In the case of the customer who is not a natural person, an organ of
state, a local authority, a public company or a public corporation, the
major shareholder or member will be obligated to guarantee the debt of
the customer.

{d) Council reserves the right to raise the deposit/security requirement of
debtors who seek arrangements and/or other stipulations it may deem
necessary.

Subsidy for indigent households
Please refer Overstrand Municipality, Indigent Policy

Additional subsidy categories

6.10.1 Subject to an equitable share contribution received from National Treasury,
Council may provide, free of charge to a cusiomer, basic services as determined
from Hme to time.

8.10.2 Rebates on property rates may be granted to categories of properties or owners
in accordance to Council's Property Rates Policy.

Customer categories

6.11.1 Customers will be categorised according to specific classifications based on
amongst others the type of entity, applicable tariffs and risk levels of the
provision of services. Processes for credit control, debt coliection and customer
care may differ fram category to category, as deemed appropriate from fime to
time by the Municipal Manager.
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CREDIT CONTROL POLICY

71

7.2

Objective

e B

~N =~
oy
BWN

To implement procedures which ensure the collection of debt, meeting of service
targets and the prevention of escalation in arrear debt.

To facilitate financial assistance and basic services for the community’s poor,

To provide incentives for prompt payment.

To limit risk levels by means of effective management tools.

Service applications and agreements

7.2,

722

723

724

725

7.2.6

F2T

728

729

7210

7211

7212
7.2.13

All customers of services will be required to sign an agreement governing the

supply and cost of municipal services. On default by a tenant, the owner will be

the debtor of last resort except where the Municipality is the owner of the

property.

The right to raise a deposit on customers in the event of non-payment, is

reserved, to be considered for implementation by the Director: Finance.

Prior to signing these agreements, customers will be entitled to access the policy

documents. Also available on the official website at: www.overstrand.gov.za.

On the signing of the agreement when requested thereto, customers will receive

a copy of the agreement for their records.

Customers will accept responsibility in the agreement for administration costs of

collection, interest and penalties in the event of delayed and/or non-payment.

The Municipality may refuse to supply services to an applicant should such

applicant owe monies to the Municipality regarding a previous period when

he/she was rendered services by the Municipality, until such debt has been

settled in full. Should the applicant prove to the Chief Financial Officer that

he/she is unable to pay, the application will be dealt with in terms of Council's

Indigent Subsidy Scheme.

The Municipality may reject the application for services of a person who is

closely connected to a customer who has defaulted with account payments and

who resides or is to reside on the same premises, until such debt is settled in

full. The Municipality may also reject the application for services of any concern

that is not a natural person should such concern be in arrears with any other

municipal account for which it, or any member or director is responsible or

partially responsible.

The Municipality will read the meters within the period stipulated in the

agreement after notification of change in ownership or application for the supply

of services and render an account within the normal cycle applicable to the

property.

Existing customers of services may be required to sign new agreements in the

following instances:

(a) Any change of service profile;

(b) With any instruction given or actual disconnection or restriction of
services or any legal action taken;

(c) Any form of tampering with service networks or meters etc ( as
mentioned in Section 7.5.1 below;

(d) As determined by the Municipal Manager from time to time.

Should a customer fail to enter into such agreement with Council or to provide

the security described in clause 7.6, Council may:-

(a) hold the customer liable for all outstanding debt on services for the
property; and/or

(b) restrict or discontinue the supply of Municipal services.

The Municipality shall open only one account per property for the rates, fixed

levies and service charges.

All arrangements may be subject to periodic review.

All debtors entering into arrangements may provide their banking details and

those who have the facility to sign a debit order with their financial institutions,

shall be required do so.
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7.3

74

7.2.14

Debtors who default on three accasions in respect of arrangements, will be
denied the privilege of making further arrangements, and the full amount will be
payable. Interest will be calculated from the original due date of the debt, taking
any payments into consideration.

Right of access to premises

7.3.1

7.3.2
7.3.3

734

The owner andfor occupier of a property is to allow an authorised representative
of the Municipality access at all reascnable hours to the property in order o
read, inspect, install or repair any meter or service connsction for reticulation, or
to disconnect, stop or restrict, or reconnect the provision of any service.

The owner is responsible to ensure that all meters installed on his/her property
are easily accessible,

The owner is responsible for the cost of relocating a meter if satisfactory access
is not possible.

If a person fails to comply io any requirements, the Municipality or its authorised
representative may:-

(a) by written notice require such person to restore aceess at histher own
expense within a specified period,
{b) without prior notice restore access and recover the cost from such

parson i it is the opinion that the situation is a matter of urgency.

Enforcement machanisms

741

74.2

743

7.4.4

745

7486
747

7438

7.4.9

7.4.10

Interest may be raised as a charge on all accounts not paid by the due date in
accordance with applicable legislation.
The Municipality shall restrict or discontinue the supply of services or implement
any other debt collection actions necessary due to late or non-payment of
accounts, relating ie any customer, owner or property. '
Council reserves the right to deny or restrict the sale of electricity or water to
customers who are in arrears with their rates or other municipal charges.
Upon the liquidation of arrears, or the conclusion of acceptable arrangements for
term payments, the service will be reconnected as soon as conveniently
possibie. : .
The administration cost of the resfriction or disconnection, and the reconnection,
will be determined by tariffs approved by Council, and will be payable by the
customer. '
If a person is indigent a pre-paid electricity meter and a flow fimiter water meter
must be installed free of charge.
The deposit of any defaulter will be adjusied in terms of paragraph 7.2.2 and
brought into line with relevant policies of Council.
Defaulters’ deposils will be reviewed annually in July, based on the debtor's
Municipal payment record, indicating no default, over the preceding 12 {(twelve)
months, excluding customers with current arrangements. The deposit will be
adjusted to the minimum deposit required in terms of the approved Tariff
Schedule.
Defaulters deposits will be reviewed immediately, where the account was settled
in fUEl and a dehit order is signed o prevent late paymenis.
in accordance with Section 102 of the Municipal Systems Act, the Municipality
may
(a) Consolidate any separate accounts of persons liable for paymenis to
the municipality,;
{b}  Credit a payment ¢f such a person against any account of that person;
and
{c) implement any of the debt collection and credit control measures
provided for in Chapter 9 of the Act in relation to any arrears on any of
the accounts of such a person.
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7.5

7.6

7.7

Theft and fraud

7.51

752

753

754

755

7.5.6

7.5.7

7.5.8

Any person (naiural or juristic) found to be illegally connected or reconnected to
municipal services, tampering with meters, the reticulation network or any other
supply equipment or committing any unauthorised act associated with the supply
of municipal services, as well as theft of and damage o Council property, will be
prosecuted and/or liable for costs at the prescribed tariffs as determined from
fime to time.

The Municipality has the right o oblain authorisation from the Magistrate for the
imposition of fines for the offences as mentioned in paragraph 7.5.1 above .

The Municipality may terminate and/or remove the electricity supply of services
to a customer should such conduct as outlined above, be detected and certified.

The Municipality may install 2 water flow restrictor meter 1o a customer should
such conduct as outlined above, be detected and certified.

The totat bill owing, including administration cost, assessment of unauthorised
consumption and discantinuation and reconneciion fees, and increased deposits
as determined by Council if applicable, will be due and payable before any
reconnection can he sanctioned.

Council will maintain monitoring systems and teams in order to identify and
monitor customers who are undertaking such illegal actions.

Council reserves the right to lay criminal charges and/or to take any other legal
action against both vandals and thieves.

Any person failing to provide information or providing false information on his
application for or other document pertaining to the supply of services to the
Municipality may face immediate disconnection of services.

Customer screening and securlties

7.6.1

7.6.2

763

764

7685

All applicants for municipal services will be checked for credit-worthiness, which
may include checking information from banks, credit bureaus, other local
authorities, trade creditors and employers.

Security deposits, may be required. The minimum deposit being the equivalent
of amounts fixed from time to time by the Municipality.

Security deposit wil be adjusted annually, which will be equal o twice the
average consumption during the preceding 12 months.

Applicants who are not naturat persons, organs of state, local authorities, public
companies or public corporations must supply details of their directors,
members, partners or frustees and at least the main shareholder must in hisfher
personal capacity guarantee the payment of the applicant’'s municipal account
and in the case of a trust, all the trustees in their persenal capacity,

On the termination of the agreement the amount of the deposit, iess any
outstanding amount due to the Municipality, will be refunded to the customer.

Contractors who tender to the Municipality

774

The Supply Chain and Procurement Management Policy and Tender Conditions

of the Municipality will include the following:-

{a) When inviting tenders for the provision of services or delivery of goods,
potential contractors may submit tenders subject to a condition that
consideration and evaluation thereof will necessitate that the tenderer
obtain from the Municipality a cedificate stating that all relevant
municipal accounts owing by the tenderer and/or its directors, owners or
partners have been paid or that suitable arrangements (which include
the right to set off in the event of non-compliance) have been made for
payment of any arrears.

(b} No tender will be allocated to a person/contractor until a suitable
arrangement for the repayment of arrears has been made. Mo further
debt may accrue during contract period.

(c) Tender Conditions will include a condition allowing the Municipality to
deduct any moneys owing to the Municipality from contract payments.
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{d) A tenderer will be required to declare all the municipal account numbers

for which it is responsible and/ar partially responsible.
7.8 Pre-payment metering system
7.8.1 The Municipality will use its pre-payment metering system to:-

{a) link the provision of electricity by the Municipality to a “pre-payment”
system comprising, pre-payment of electricity units; and

{b) a payment in respect of arrears comprising all accrued municipal taxes
and other levies, tariffs and charges in respect of services such as
water, refuse removal, sanitation and sewage.

{c) To load an auxitiary on the “pre-payment” system in order to allocate a
porticn of the rendered amount to the customers arrear account for
other services.

{d) Te enforce satisfactory amangements with customers in arrears by

(e)

blocking access (o pre-payment electricity purchases.

Amounts tendered for the purchase of pre-payment electricity will not be
refunded after the pre-payment meter voucher has been issued or in
case of purchasing against an incorrect meter number.

Page 17 of 24




73

OVERSTRAND MUNICIPALITY 3@@‘%

CUSTOMER CARE, CREDIT CONTROL AND DEBT COLLECTION POLICY

7. DEBT COLLECTION

8.1

8.2

8.3

8.4

Chijective

8.1.1

To provide procedures and mechanisms to collect all the menies due and
payable to the Municipality arising out of the supply of services and annuai
levies, in order to ensure financial sustainability and delivery of municipal
services in the interest of the community.

Personal contact

§.2.1

Personal and Telephonic contact / Agents calling en customers:-

(a) Council, or its ageni, may make personal contact with arrear debtors to
encourage their payment via electronic, SMS, telephonic or any cther
officially recognised communication method.

(h) Such contact is not a right for debtors to enjoy and disconnection of
services and other collection proceedings will continue In the absence of
such contact for whatever reason.

(c) Services as contemplated in 8.2.1(a) will be rendered at a charge as
detarmined during the annual budget process.

Intarruption ef service

8.31

8.3.2
8.3.3

8.34

835

836

8.37

Customers who are in arrears with their municipal accounts and who have not
made arrangements with the Municipality will have their supply of electricity,
water and other municipal services, suspended, resiricted or disconnected.
Customers who have submitied mobile phone numbers can be notified via SMS
at the applicable tariff, if their accounts are not settled on or before the due date.
The disconnection or restriction of services, as mentioned in section 7.4.2, may
be enforced should the account remain in arrears after the expiring of the 14
(fourteen) days’ notice of restriction of services.

Council reserves the right to deny or restrict the sale of electricity or water to
customers who are in arrears with their rates or other municipal charges, or who
do not honour their arrangements.

Upon the liquidation of arrears, inciuding the additional levies in terms of clauses
8.36 and 8.3.7, or the conclusion of acceptable arrangements for term
payments, the services will be reconnected as soori as conveniently possible.
The cost of notice of restriction or disconnection and the reconnection, will be
determined by tariffs approved by Council, and will be payable by the customer.
The deposit of any defaulter will be adjusted, and brought into line with relevant
policies of Council (refer to Annexure "B”).

{ egal process (Annexure “A”) - (Use of attorneys/Use of credit bureaus)

8.4.1

84.2

8.4.3

8.4.4

845

846
847

The Municipality may, when a debtor is in arrears, commence legal process
against that debtor, which process could involve final demands, summonses,
court trials, judgements, garnishee orders and, as last resort, sales in executicn
of property.

The Municipality will exercise strict control over this process {0 ensure accuracy
and legality within it and will require regular reports on progress from staff
responsible for the process or outside parties, be they atlorneys or any other
collection agents appointed by Council,

The Municipality will establish procedures and codes of conduct with such
ouiside parties,

In the case of employed debtors, garnishee orders, are preferred to sales in
execution, but both are part of the Municipality's system of debt collection
procedures,

All steps in the credit control procedure will be recorded for the Municipality's
records and for the information of the debtor.

All administration costs of this process will be for the account of the debior.
Individual debtor accounts are protected and are not the subject of public
information. However, the Municipality may release debtor information io credit
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8.5

8.6

84.8

549

84.10

8.4.11

8.4.12

8413

85.414

8.4.15

bureaus and the property owner in respect of his/her lessee{s}. This release will
be in writing or by electronic means and will be covered in the agreement with
cusiomers,

The Municipality may consider the cost effectiveness of the legal process, and
will receive reports on relevant matters and report to the Executive Mayer.,

Upen recommendation from the Municipal Manager, Council may consider the
use of agents and innovative debt collection methods and products. Cost
effectiveness, the willingness of agents to work under appropriate codes of
conduct and the success of such agents and products will be part of the
agreement Council might conclude with such agents or service providers.
Customers will be informed of the powers and duties of such agents and their
responsibilities, including their responsibility to observe agreed codes of
conduct.

Any agreement concluded with an agent or product vendor shall include a
clause whereby breaches of the code of conduct by the agent or vendor will
constitute termination of the contract.

If, after the due date an amount due for rates is unpaid by the owner of the
property, the Municipality may recover the amount, in whole or in part, frem the
fenant or occtipier of the property, after it has served written notice on the tenant
or occupier. The Municipality may recover the outstanding amount despite any
contractual obligation to the contrary on the tenant or occupier.

if, after the due date an amount due for rates is unpaid by ithe owner of the
property, the Municipality may recover the amount, in whole or in part, from the
agent of the owner, if this is more convenient for the Municipality, after it has
served written notice on the agent. The agent must on request from the
Municipality, provide a statement reflecting all payments made to the agent for
the owner during a period determined by the Municipality. '

Al anv stage while the debt is outstanding, all reasonable steps shal be taken to
ensure that the ultimate sanction of 2 sale-in execution is avoided or taken as a
last resort. Overstrand Municipality, however, has total commitment to a sale-in
execution should the debtor fall to make use of the alternatives provided for by
the Municipality from time to Hime. This is also applicable to all debi and
includes all debt which is a charge against. a property as referred to in this

policy. As part of the recovery process the Municigal Manager may detefiine a
reserve price equal to the municipal property value. The remaining ouistanding
debt in excess of the net proceeds of the auction will be written off.

Adjustments on the accounts will only be calculated for three vyears.
{Prescription Act, 1969 {Act 68 of 1968).

Cost of collection

All costs of legal processes including interest, penalties, service discontinuation costs and
iegal costs associated with customer care or credit control, where ever applicable, are for
the account of the debtor and should reflect at least the cost of the particular action.

Coliection costs on indigent clients, will be kept to a minimum by setting the pre-paid

electricity auxiliary collection ratio.

Clearance Certificate

8.6.1

8.6.2

86.3

On the sale of any property in the municipal jurisdiction, Council will cause the
delay of the registration of transfer until all rates, service and sundry charges
and any estimated amounts for the duration of a certificate in connection with
the property are paid, by withholding a clearance certificate. The municipality
will issue such clearance certificaie on receipt of an application on the
prescribed form from the conveyancer.

All payments will be allocated to the registered seller's municipal accounts and
all refunds will be made to such selter,

Mo interest shall be paid in respect of these payments.

Page 19 of 24




75

OVERSTRAND MUNICIPALITY A ]«:?m\,

8.

CUSTOMER CARE, CREDIT CONTROL AND DEBT COLLECTION POLICY

8.64

8.6.5

The Municipality will only issue a clearance certificate once a compieted
prescribed application form from the conveyancer has been received.

Where any residential or non-residential debtor has entered into an arrangement
with the Municipality in respect of the arrears on a property, the prescribed
certificate as referred to in Section 118 of the Systems Act, will not be issued
until such time as the full putsianding amount has been paid.

87 Irrecoverable debt

8.71

8.7.2

Debt will only be considered as irrecoverable if it complies with the following
criteriaz-

(a) all reasonable notifications and cost effective legal avenues have been
exhausted to recover a specific outstanding amount; or
() any amount equal to or less than R1 500.00, or as determined by

Councit from time to time, will be considered too small, after having
followed basic checks, to warrant further endeavours to collect it; or
(c) the cost to recover the debt does not warrant the further action; or
{d) the amount outstanding is the residue after payment of a dividend in the
rand from an inschvent estate; or
(i}  there is a danger of a coniribution; or
(i}  no dividend will accrue o creditors; ot
(e) a deceased estate has no liquid assets to cover the outsianding amount
following the final distribution of the estate; or
(v} where the estaie has not been reported fo the Master and there
are no assets of value to attach; or
{f) it has been proven that the debt has prescribed; or
{g) the debtor is untraceable or cannot be identified so as to proceed with
further action; or
(iy the debtor has emigrated leaving no assets of value to cost
effectively recover Councils’ claim; or

{h) it is not possible to prove the debt outstanding; ot
(i) a court has ruded that the claim is not recoverable; or
() the outstanding amount is due 10 an irreconcilable administrative error

by the Municipality.
Al debtors who qualify and are reg!stered as indigent, will have their arrears
written off once during ownership of the property.

8.8 Abandonment of claims

8.8.1

8.6.2

8.8.3

SHORT TITLE

The Municipal Manager must ensure that all avenues are utilised to collect the
Municipality's debt.

There are some circumstances, as contemplated in section 109{2} of the Act,
that allow for the valid termination of debt collection procedures, such as:-

(a) The insolvency of the debtor, whose estate has insufficient funds.

(b) A balance being too small 1o recover, for economic reasons considering
the cost of recovery.
(©) Where Council deems that a debtor or group of debtors are unable to

pay for services rendered.
The Municipality will maintain audit trails in such an instance, and document the
reasons for the abandonment of the action or claim in respect of the debt,

This Policy shall be called the Customer Care, Credit Control and Debt Collection Policy of the
Overstrand Municipality.
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CUSTOMER CARE AND DEBT COLLECTION — ANNEXURE “A”
10.1. INCENTIVE MEASURES
10.1.1.  Incentive measures may be implemented as per Council resolution.

10.1.2.  Where 2 customer is prepared fo pay off the capital amount on an outstanding
accourd, older thap two (2) vears, in one paymeni,_then Council will write off
all interest charged:

10.1.3.  An agreement fo pay off the debt not older than (2} years, must be signed at
the time of the implementation of the incentive referred to in 10.1.2

10.2. DEBT COLLECTION

10.2.1. Should annual accounts remain unsettled after 30 September of the
applicable year, notice will be given to the owner/custormer that the amount
owed must be seffled within fourteen (14) days, failure of which it will be
handed over for collection, including legal proceedings.

10.2.2.  Should monthly accounts remain unsettled after the due date, notice will be
given to the owner/customer that the amount owed must be setfled within
fourteen {14) days, failure of which will lsad o restriction/disconnection of
services, including legal proceedings.

10.2.3  All debtors regarding houses in rental, selling and self-build schemes, without
any capital debt, which are still registered in the name of the Municipality,
should be notified in writing that if satisfaciory arrangements for transfer of the
property into his/her name are not made within one {1} month, the property
concerned will be put up for sale by Council at a public auction.

10.2.4  Upon handing over of accounts for collection, details of employers and work
addresses of the debtors should be made available to the atiorneys as far as
possible for the purposes of garnishee orders.

10.2.5  Attorneys should report to Council on a monthly basis on the progress made
and the cost aspect regarding each debtor.

10.2.6  Attorneys should pay monies collected over to Council monthly.
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i11. ARRANGEMENTS FOR PAYMENT - ANNEXURE “B”

11.1. DEBT FOR WHICH ARRANGEMENTS CAN BE MADE
Arrangements for the payment of outstanding debt can be made according to the
procedures described hereafter.

11.2. COMNCLUSION OF AGREEMENT

11.21 W a cusiomer cannot pay histher account with the Municipality then the
tMunicipality may enter into an exiended term of payment not exceeding 12
months, stipulating that the debt wili be paid together with the monthty and/or
annual accounts, with the custamer. Only the Chief Financial Officer may
consider and approve any extension on this arrangement on receipt of a
written recommendation by the Senior Manager: Revenue.

11.2.2  The customer must:-
(a) complete a new application form;
[{0)] sign an acknowledgement of debt;

{c) sign a consent to judgement;

{d} in the case of a company, trust or closed corporation, supply the
guarantee as prescribed in clause 6.8.3(c) of the Policy.

(e} sign an emolument or stop order if he or sha is in employment;

N submit proof of income on the prescribed form;

{9} pay the current portion of the account in cash;

{h} customner deposits may be adjusted to the higher of the sum of twice

the average consumption during the preceding 12 months or the
minimum deposit required in terms of the approved Tariff Schedule

{N sign an acknowledgement thai, if the arrangements being negotiated
are later defaulted on, that no further arrangements will be possible
and that disconnection of water and electricity wili follow immediately,
as will legal proceedings;

{) acknowiedge liability of all costs incurred; and

11.3. ARRANGEMENTS THAT CAN BE ENTERED INTO:

11.3.1. Residential Customers: '
(a) 15t default within a2 12-month period:

{) 10% of the outstanding amount plus cost of the credit control
actions together with the current account is payable
immediately.

{ii) The balance is payable over a maximum period of twelve
months.

{ii} First offence in 2 years — no deposit increase will be applicable
and if already charged, will be reversed on application.

(iv) Customer deposits may be adjusied {o the higher of the sum of
twice the average consumption during the preceding 12 months
or the minimum deposit required in terms of the approved Tariff
Schedule.

(b) 2™ default within a 12-month peried:

(i) Full arrears amount plus the cost of credit control actions,
together with the current account.

(i} No arrangements will be allowed.

{iliy Customer deposits may be adjusted to the higher of the sum of
three times average consumption during the preceding 12
months or the minimum deposit required in terms of the
approved Tariff Schedule.

(c) 3" default within a 12-month period:

(i} Metered services will be discontinued or restricted and the

account will be handed over for legal proceedings.

11.3.2. Non-residential Customers:
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(3} 1% default within a 12-month pericd:-
{(} 50% of the outstanding amount plus cost of the credit control
actions.
(il The balance is payable over a maximum period of three
months,
(iiy First offence in 2 vears — no deposit increase will be applicable
and if aiready charged, wili be reversed on application.
{iv} Customer deposits will be adjusted to the higher of the sum of
three times average consumptlion during the preceding 12
months or the minimum deposit required in terms of the
approved T ariff Schedule.
{b) 2™ default within a 12-month period:-
() Fuil outstanding amount plus cost of credit control actions.
{ii) No arrangements will be ailowed.
(il Customer deposits will be adjusted to the higher of the sum of
four times average consumption dwing the preceding 12
months or the minimum deposit required in terms of the
approved Tariff Schedule.
{c) 3" default within a 12-month period:-
(i) Metered services will be discontinued or restricted and the
account will be handed over for legal proceedings.

03k,
i
\

11.3.3. Government Departments — Customer Accounis:
{a) 1® default within a 12-month period:-
{i) 3 weeks nolice — no arrangements
{iiy First offence in 2 years — no depasit increase will be applicable
and if already charged, will be reversed on application,
{iity Customer deposits will be adjusted to the sum of three times
average consumption during the preceding 12 months,
{=}] 2™ default within a 12-month period:-
{i) 2 weeks' notice — no arrangements,
{iiy Customer deposits will be adjusted to the sum of four times
average consumption during the preceding 12 months.
(©) 3" default within a 12-month period:-
() Metered services will be discontinued or restricted and as a.last
resort legal proceedings will be instituted;

11.3.4. Government Departments — Rates & Taxes:
(a) 1* default within a 12-month period:-
(i)  Final demand and legal action in terms of “The Institution of
Legal Action against Certain Organs of State Act, 2002 (Act No
40 of 2002)".

11.3.5. Administration:

Where a person has been pliaced under administration the following

procedures wilt be followed -

(a) The debt as at the date of the administration court order will be
placed on hold, and coilected in terms of the court order by the
administrator's dividend.

b) The administrator is lo open a new account on behalf of the debtor.
No account is to be cpened or operated in the debtor's name as the
debtor is not entitied fo accumulate debt. '

{c} Until such time as this new account is opened, the debtor is to be
placed on Iimited services levels. The customer will be compelled to
install a pre-paid etectricity meter and flow limiter water meter, should
one not already be in place. The Municipality wili be entitled to
recover the cost of the basic services by means of purchases made
on the pre-paid meter.
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{d) Should there be any default on the curreni account, the supply of
services is {o be limited or terminated, and the administrator handed
aver for the collection of this debt.

11.3.6. Indigent:
All eustomers (including any other occupants), qualifying as indigent and who
accumulated any arrear debt afier any relief has been granted, will repay that |
debt as foliows:- |
By instaiments over 24 months, in addition to monthly service charges, with |
immediate payment of the cost of the credit control action taken.

There are no limitations on debtors at any time io pay amounts in
excess of arrangements towards outstanding debt, than preseribed
above.

12. IMPLEMENTATION AND REVIEW PROCESS

This policy will come into effect on 1 July 2018 and wilt be reviewed at least annually or when
required by way of a Counci! resolution.

POLICY SECTION: SENIOR MANAGER: REVENUE
CURRENT UPDATE: 30 MAY 2018
PREVIOUS REVIEW: 31 MAY 2017
PREVIOUS REVIEW 25 MAY 2018
PREVIOUS REVIEW 28 MAY 2015
PREVIOUS REVIEW 28 MAY 2014
PREVIOUS REVIEW : 25 SEFT 2013
PREVIOUS REVIEW 20 MAY 2013
PREVIOUS REVIEW ' 30 MAY 2012
PREVIOUS REVIEW 04 MAY 2011 -
PREVIOUS REVIEW 26 MAY 2010
PREVIOUS REVIEW 27 MAY 2009
PREVIOUS REVIEW: 30 MAY 2007
APPROVAL BY COUNCIL: 30 JUNE 2006
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PREAMBLE

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

care policy;

And whereas sectfion 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 nationat policy on indigents.”

Now therefore the Municipal Council of the Municipality of Oversirand adopts the Indigent Policy as
set out in this document:-
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OVERSTRAND MUNICIPALITY — INDIGENT POLICY

1.

DEFINITIONS

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

“authorised
representative”

The person or instance legally appoinied by the Council to act or to fulfil 2
duty on its behalf.

“hasic service”

the amount or level of any municipal service that is necessary to ensure an
acceptable and reasonable quality of life and which, i not provided, would
endanger public heaith or safety of the environment and for the purposes of
this Policy are restricted to the delivery of electricity, refuse, sewarage and
waler services:

“«Chief Financiai | An officer of the Municipality appointed as the Head of the Finance
Officer” Depariment and includes any person:-
a. ackng in such position; and
b. to whom the Chief Financial Officer has delegated a power, function or
duty in respect of such a delegated power, function or duty.

“Council” or A municipal council referred to in section 18 of the Local Gavernment:

“municipal Municipal Structures Act, 1998 {Act No 117 of 1998) and for purposes of this

councii” policy, the municipal council of the Municipality of Overstrand.

“customer” Any oceupier of any property to which the Municipality has agreed to supply
services or already supplies services to, or if there is no oceupier, then the
owner of the property (including registered indigent household).

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

“Household” Persons who are jointly living on a stand or sife on a permanent kasis and
who receive water and/or electricity from one meter.

“income” Income is the gross sum of all monthly income from all sources, including
wages, salaries, profits, dividends, pensions, rentals, board & lodging,
interest received, grants or investment income and other forms of earnmgs
received by every person residing on the property. -

“Indigent” A household which qualifies in terms of clause 4 and 5.

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

“municipal the proper and formal notification by means of 2 statement of account, to

account” or persons liable for monies levied and indicating the net accumulated balance

“billing” of the account, specifying charges levied by the Municipality, or any
authorised and contracted service provider, in the format of, but not limited
to:-

(a) show the levies for assessment rates and/or building clause; and
“monthly account” rendered monthly and shows the levies for assessment
rales and/or building clause, availability charge, sewerage, refuse removal,
eleclricity, water, sundries, housing rentals and instalments, as well as the
monthly instalment for annual services paid monthly

“Municipality” The institution that is respongible for the collection of funds and the provigion
of services to the customers of Overstrand.

“Poor A household which qualifies in terms of clause 4 and 5

households”

“the Act” The Local Government; Municipal Systems Act, 2000 (Act No 32 of 2000) as

amended from time to time.
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2. OBJECTIVES OF POLICY

The objectives of this Policy are to:-

1.

S N

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;

ansure that the criteria Is applied correctly and fairly to alt applicants;

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

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

3. SUBSIDY FOR INDIGENT HOUSEHOLDS

a.

4.

A basic level of services will be provided to qualifying households with a total gross
income which is below a determined amount, and according to further specified criteria,
as determined by the Municipality from time to time.

Indigence subsidies will be funded from the equitable share contribution made by National
Treasury and as pravided for in the municipal budget. The subsidy can only be credited to
the qualifying customers’ accounts until the amount received by the Municipality from
National Treasury and provided for in the municipal budget for this purpose, has been
exhausted, whereupon no further credits will be made until further national funds for this
purpose are received or additional funds has been provided for in the municipal budget.
Subsidised services are assessment rates, refuse removal, sewerage and consumptlon
service charges.

Customers who qualify for an indigent subsidy must convert to pre-payment electricity
meter, except for areas where slectricity is not supplied by Overstrand Municipality, and a
flow limiter water meter,

If a customer’s consumption or use of the municipal service is less than the subsidised
amount of the service, the subsidy will be limited to the lesser amount. The unused
portion, if any, may not be accrued by the customer and 'mli not entite the customer o
cash or a rebate in respect of the unused portion.

If a customer's consumption or use of a municipal service is in excess of the subsidised
service, the customer will be obliged o pay for such excess consumption at the applicable
rates.

All customers who qualify for an indigent subsidy will be placed on restricted service levels
in order to limit further escalation of debt.

Where applicable, indigent customers may be exonerated from a portion of their arrear
debt.

An indigeni customer must immediately request de-registration by the Municipality or its
authorised agent if histher circumstances have changed to the extent that hefshe no
longer meet the criteria.

An indigent customer may, at any time, request de-registration.

A list of indigent customers will be maintained and may be made availabie to the general
public, subject to the Promotion of Access fo Information Act {"PAIA”} and/Protection of
Personal Information Act (“POP! Act").

The applicant may not be the registered owner of more than one property.

PRINCIPLES OF POLICY

The administrative integrity of the Municipality must be maintained at all costs. The
democratically elected councillors are responsible for the approval of this policy, while it is
the responsibility of the Municipal Manager to ensure the execution of this palicy;
Applicants must complete an official application form, which is to be submitied together
with the supporting documents as specified in this policy, whan applicabie;
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Application forms, agreements and documents relating to this Policy must be availlable in
Afrikaans, English and isiXhosa,

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

5. CATEGORIES AND CRITERIA OF SUBSIDY

A category of heedy households is recognised for purposes of receiving an indigent subsidy:-

A,

Indigent household with a property value greater than R220 000.00: and eleciricity
consumption less than 400kWh-

)
(ii)
(i)

The fotal household income may not be more than four times the social pension
amount plus R1 per month;

Average monthly consumption of electricity over the previous 12 months may not
exceed 400 kWh;

Average monthly consumption of water over the previous 12 months may not exceed
18 ki,

Or: A flow limiter meter will be installed immediately and flow will be limited to a
maximum of 18kl per month;

Permanently resides in Overstrand;

Must be g South African citizen; and

The applicant may not be the registered owner of more than one property.,

A property may only be used for residential purposes.

If any of the above criteria is not complied with, the household will immediately be given
notice and will [within 4 months] lcose the status of “indigent” and the subsidy will be
forfeited if the household did not adjust its consumption accordingly.

Subsidy

(i)
(ii)
(iif)
(V)
(v}
{vi}
(vii)
(viii)

(i)

100% of the basic levy for electricity for one service point per month;
100% of the basic levy for water for one service point per month;

100% of the basic levy for sewage for one service point per month;

100% of 1 X vacuum tanker service after hours, per annum;

100% of the basic levy for refuse removal for one service point per month:
50 KWh of electricity;

6 ki of water; {and]

4,2 kt of waler consumption for sewerage; and

R11.84 in regard of Infrastructure Levy.

Indigent households with a property value less than R220 000.00 and electriclty
consumption less than 400kWh (no income restriction):-

()

All properties with a municipal valuation of R220 000.00 or less, used for residential
purposes, are classified as Indigent;

(i)  Average monthly consumption of eiectricity over the previous 12 months may not
exceed 400 kKWh;

(i)}  Indigent househelds with a property value less than R220,000.00 may apply for 50
kWh of free electricity units where the household income does not exceed four times
the sockal pension amount, plus R1.00 per month where the average moenthly
consumption of electricity does not exceed 400 kwh.

(iv} Average monthiy consumption of waler over the previous 12 months may not exceed
18 ki,

OR: A flow limiter meier will be installed immediately and flow will be limited fo a
maximum of 18kl per month;

(v)  The applicant may not be the registered owner of more than one property.

{(vi} A property may only be used for residential purposes.

Subsidy
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(i}  100% of the basic levy for electricity for one service point per month;

(iy  100% of the basic levy for water for cne service point per month;

@ity  100% of the basic levy for sewage for one service point per month;

v} 100% of 1 X vacuum tanker service after hours, per annum;

(v)  100% of the basic levy for refuse removal for one service point per menth;

(vi) 6 ki of water; :

(vii) Indigent households with a property value of R220 000.00 or less, may apply for
50kWwh of free electricity units where the househbold income does not exceed four
times the social pension amount plus R1 per month and where the average monthly
consummption of electricity over the previous 12 months does not exceed 400 kWh;
[and ]

(viii} 4,2 ki of water consumption for sewerage; and

(ix) R11.84inregard of Infrastructure Levy.

C. Indigent households with a property value less than R220 000.00 and electricity less

than 500kWh (no income restriction):

(i}  The property value must be less than R220 000.00,

(it  The average monthly consumption of electricity by the household cver the previous 12
months may not exceed 500kWh,

{if) The average monthly consumption of water by the household over the previous 12
raonths may not exceed 18kE;
OR: A flow limiter meter will be installed immediately and flow will be Emited to a
maximum of 18kl per month;

(iv} Must be aresident of Overstrand;

(v} Must be a South African citizen; and

(vi} The appiicant may not be the registered owner of more than one property.

(vil) A property may only be used for residential purposes.

Subsidy
(iy 100% of the basic levy for sewage per month for one service point;
(i} 100% of the basic levy for refuse removal per month for one service point.

D. Indigent households with a property value greater than R220 000.00 and electricity
less than 500kWh {income not exceeding the sum of four times the amount of the
state funded social pension) : o

() The total household income may not exceed the sum of four times the amount of
the state funded social pensions;

(i) The average monthly consumption of electricity by the household over the previcus
12 months may not exceed 500kWh;

{jii) The average monthly consumption of water by the household over the previous 12

months may not exceed 18kl
OR: A flow limiter meter will be installed immediately and flow will be mited o a
mmaximum of 18kl per month;

{iv) Must be a resident of Overstrand;

{v) Must be a South African citizen;

{vi) the applicant may not be the registered owner of more than one property; and
{vii) A property may only be used for residential purposes.

Subsidy

{i) 100% of the basic levy for sewage per month for one service point;

(i) 100% of the basic levy for refuse removal per month for one service point.

6. APPLICATION FOR A SUBSIDY
a. Applications for indigent subsidy must be submitted on the prescribed application form
and must be accompanied by the following documentation:-
i the latest municipal account of the househoid;
(i) proof of the account holder's identity;
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(iii) proof of the account holder's income, e.g. a letter from hisfher employer, salary
slipfenvelope, pension card, unemployment ingsurance fund (UIF) card.; and
(iv) proof of medical condition when requiring additional water and electricity.
b. Incomplete forms or forms without the required documentation attached thereto will

be rejected.

7. SWORN STATEMENT
The applicant must compiste the sworn statement that forms part of the application form. Failure
to do so will render the application invalid.

8. CONVERSION OF METERS
The applicant must agree {o the conversion to pre-payment eleciricity meter and flow limiter
water meter. Refer clause 3(d) of Policy.

9. PUBLICATION OF NAMES
The applicant must grant permission for the Municipality to publish his/fher name and address on
a list of account holders receiving subsidies in terms of this Policy. Refer clause 3{k) of Policy.

10. FALSE OR MISLEADING INFORMATION
A person whe provides false information will be disqualified and be refused further participation in
the subsidy scheme. In addition he/she may be held liable for the immediate repayment of any
suibsidies already granied and legal action may be instituted against the guilty party/parties.

11. CALCULATION OF SUBSIDY

{a) The subsidies beiow will be funded from the “equitable share” contribution received from
National Treasury, plus an amount from the Municipality's own income as budgeted for in
the financial year in question. The subsidies will only be granted to gualifying households o
the extent that the above mentioned funds are available for allocation.

{b) The accounts of qualifying applicants are credited monthly by the subsidies calculated in 5A,
B, CandD. :

12. 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 an
ongoing audit on the accuracy of the information provided by the applicant(s).

13. DURATION OF SUBSIDY

a. [f an application is approved, the subsidy will be applicable up unti the equitable share
contribution made from the National Governments’ fiscus and as provided for in the
muricipal budget is depleted.

b. If the Municipality obtains information that indicates that the circumstances of the applicant
have changed to such an extent that hefshe no longer quelifies for the subsidy, the
Municipality reserves the right to shorten the subsidy period.

c. If any of the criteria, as set out in 5A, B, C, and/or D, is not complied with any more, the
onus is on the recipient of the subsidy to notify the Municipality within 7 days after such
criteria is no longer complied with. I a recipient cannot write, a designated officlal must be
informed in person.

d. i any of the above criteria is not complied with, the household will immediately be given
notice and will lose its indigent status and the subsidy will be forfeited if the consumption is
not adjusted accordingly within three (3) months.

14. ACCOUNTS IN ARREAR

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.

15. REGISTER
(a) The Municipality will compile a register of households that quaiify as “indigent”.
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{b) The register will be updaied continually and reconciled with the refevant subsidy account in
the general ledger on a monthly basis.

16. ENCOURAGEMENT

Councillors should enhcourage ftax payers/customers in their various wards to apply for
participation in the indigent subsidy scheme.
17. REVIEW AND IMPLEMENTATION PROCESS

This policy will come into effect on 1 July 2018;

This policy will be reviewed at least annually or when recuired by way of a Council resolution.

POLICY SECTION: SENIOR MANAGER: REVENUE
CURRENT UPDATE: 30 MAY 2018
PREVIOUS REVIEW 26 JUNE 2017
PREVIOUS REVIEW | 31 AUG 2016
PREVIOUS REVIEW 28 MAY 2015
PREVIOUS REVIEW 28 MAY 2014
PREVIOUS REVIEW 29 MAY 2013
PREVIOUS REVIEW: 30 MAY 2012
PREVIOUS REVIEW; 04 MAY 2011
PREVIOUS REVIEW: 26 MAY 2010
PREVIOUS REVIEW 27 MAY 2009
PREVIOUS REVIEW 31 MAY 2006
APPROVAL BY COUNCIL: | 30 JUNE 2004
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in this Policy words or expressions shall bear the meaning assigned fo them and, unless the context

otherwise indicates —

“additional rate”

“applicant”

"business plan™

"By-law"™

I'ICFO "

"Companies Act"”

ncouncﬂlu

“majority”

"management body"

"non-profit company”

"Policy™

"Property Rates Act”™

“rateable propeity”

"spacial rating arsa”
or "SRA"

“steering commitiee”

“term budget”

means an additional rate contemplated in sections 19(1) (d) and
22(1) (b) of the Property Rates Act and in section 12(2) of the By-
law;

means any owner who makes an application for the determination
of & special rating area in accordance with Chapter 1 of the By-law,
or if a management body is established in terms of section 10
thereof, any reference to “the Applicant™ means the management
body,;

means a molivation repotrt, implementation plan and term budget
as contemplated in section 10 of the By- law,

means the Overstrand Municipality: Special Rating
Area By — law,

means the Chief Financial Officer;

means the Companies Act, 2008 (Act No. 71 of 2008), as
amended or replaced;

means the Council of the Overstrand Municipality

means the majority of properly owners as contemplated
in paragraphs 5.5 and 5.6 of the Palicy,

means the management body of a special rating area to be
established in accordance with the provisions of section 11 of the By-
faw, "owner” has the meaning assigned to it in section 1 of
the Property Rates Act;

defined as a non-profit company with members as defined in section
1 of the Companies Act No 71 of 2008

means the Policy for the determination of special rating areas, or
any other policy adopted by the Council in relation {o special rating
areas, as in force from time to time;

means the Local Government: Municipal Property Rates Act,
20604 {Act No. 6 of 2004},

has the meaning assigned to it in section 1 of the Property
Rates Act;

means a special rating area approved by the Council in accordance
with the provisions of section 22 of the Property Rates Act;

means the steering commitiee of a special rating area to be
established in accordance with the provisions of paragraph 9.1.1 of

the Policy,

means the budget of the management body contemplated
in section 6 of the By-law.
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2 INTRODUCTION
2.1 This Policy for the establishment of special rating areas must be read together with the
Property Rates Act and the By-Law.

2.2 Al words and phrases defined in the Property Rates Act and the By-law have the same
meaning in this Policy.

2.3 in the event of any conflict between the provisions of the By-law and the provisions of this
Policy, the By-law prevails.

24 The Policy should at all times be read together with the Rates Policy of Qverstrand
Municipality.

3 AlIM OF THE POLICY
This Policy aims to -

3.1 set out Council's position on special rating areas and the factors that will influence Council's
decision whether or not to determine a particular spectal rating area;

32 provide guidance to membesrs of the local community and {o decision- makers within tha
Overstrand Municipality in relation to the establishment of special rating areas;

33 strike an appropriate balance between facilitating sel-funded community initiatives
that aim to improve andior upgrade neighborhoods by making use of a non-profit company
{"NPGC") struciure as contsmplated in the Companies Act, which is referred to in the By-law as
"the management body"; and ensure commitment to good, fair and transparent governance
by the management body as defined in the By-law, by implementing a transparent process
when appointing service providers to improve and/or upgrade the special rating area in the
public areas and ensuring that these improved and/or upgraded services are not provided for
private properties, Co

4 EXCLUSION

This Policy does not apply to privately-owned property developments.

] POLICY STATEMENT

5.1 The special rating area model is based on international best practice. It is aimed at
preventing the degeneration of fowns and the consequential urban decay, and facilitating their
upliftment, economic growth and sustainable development.

5.2 The purposes of a special rating area is to -

5.2.1 enhance and supplement the municipal services provided by the Owverstrand
Municipality;

5.2.2 facilitate investment in the special rating area;

5.2.3 facilitate a co-operative approach between the Municipality and the private sector in the
provision of municipal services;

5.24 halt the degeneration and facilitate the upliftment of distressed business and
mixed-use areas; and
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6.1

6.2

6.3

6.4

6.5

6.6

6.7

6.8

6.9

6.10

6.1
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5.2.5 promoie economic growth and sustainable development and in this way assist the
Courncil in the fulfilment of its objects and deveiopmental duties as set out in its
Integrated Development Plan ("IDP"),

The Overstrand Municipality recognises special rating areas as a potential tool for assisting
it to fulfill s constitutional and statutory obligations to aliow property owners within a
geographical area to improve and upgrade their area by means of a property rate in addition
o the standard property rate.

The Overstrand Municipality does not see its role as advocaling or initiating the
establishment of special rating areas, but rather facilitating the process with guidance and
advice and assisting and helping to capacitate managemeni bodies

FACTORS CONSIDERED WHEN DETERMINING A SPECIAL RATING AREA

The Council will consider determining a special rating area where the requirements of
section 22 of the Property Rates Act are complied with, including that-

the purpose of the special rating area is fo allow an additional rate to be levied on property in
the defined area to raise funds for improving or upgrading the area;

the special rating area will not be used to reinforce existing inequities in the development of
the Overstrand’s area of jurisdiction;

the determination of the special rating area is consistent with the IDP;

residential special rating areas mean an area in which more than 40% {forty percent) of the
raies base value consists of Residential Property as defined in the Municipalities Rates
Policy; :

any residential special rating area must comply fully with the provisions of the By-law, save
that, with reference to the majority support, the applicant must provide written proof {o the
Council that owners of rateable property within the boundary of the special rating area
who own not fewer than 60% {sixty percent) in number of such properties, approve the
formation of the special rating area;

any non-residential special rating area must comply fully with the provisions of the By-
law, save that, with reference to the majority support, the applicant must provide written proof
to the Council that owners of rateable property within the boundary of the special rating area
who own not fewer than 50% (fifty percent) plus 1 in number of such properties, approve
the formation of the special rating areq;

the procedural requirements of section 22 of the Property Raies Act as well as the By-law
and the Policy, are complied with, including the community consulfation reguirement, as
determined by the CFQ;

the proposed improvement or upgrade has been clearly and fully defined;

the proposed improvement o upgrade can be clearly and logically linked to a
geographical area, the boundaries of which can be clearly determined;

there is evidence that it will be financially viable to use a special rating area to raise funds
for the proposed improvement or upgrade;

Overstrand is satisfied with the institutional arrangements proposed in respect of the
speciat rating area; and
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6.12 ultimately, the decision whether or not {0 determine a special rating area rests with the
CouncH in its sole discretion.

7 APPLICABILITY OF THE OVERSTRAND MUNICIPALITIES RATES POLICY AND
QOTHER POLICIES

7.1 The Overstrand Municipality’s rates policy applies with the necessary changes to this
Policy. In particular, and without limiting the generality of the afore-going, the exemptions,
rebates and reductions set out in the Rates Policy apply with the necessary changes in
relation to the levying of an additional rate for special rating area purposes.

7.2 Notwithstanding ihe provisions of paragraph 7.1 above, when the Municipality grants a
partial rebate as set out in the Rates Policy, the relevant property owner will be granted a full
(100%) rebate in relation fo the additional rate.

7.3 Other policies approved by the Council apply with the necessary changes to the
collection of additional rates in terms of the Policy, the By-Law and section 22 of the Property
Rates Act, including, but not limited to, the Oversirand Municipality Credit Control and Debt
Collection Policy.

8 PROCESS
This Policy sets out -

8.1 the institutional arrangements for speacial rating areas (paragraph 9);

8.2 the establishiment principles (paragraph 10};

83 the information to be included in the business plan which needs to be submitted to the
Overstrand Municipality in order to motivate a request for determination of a special rating
area (paragraph 11); and

8.4 the annual requirements for Special Rating Areas (paragraph 12);

8.5 the amendment andfor extension of term for special rati'ng' ‘area (paragraphw'and
14

8.6 the dissolution requirements which must be followed (paragraph 15);

8.7 the financial arrangements (paragraph 186),
9 INSTITUTIONAL ARRANGEMENTS

Sectlion 22 of the Property Rates Act is not prescriptive as to the structural arrangements
which need lo be put in place to administer a special rating arca. The structural
arrangemeants that will be supported by the Overstrand Municipality are the following:

9.1 Administration by a NPC

911 The ratepayers within the special rating area must establish and participate in an
appropriate structure to carry out planning, contracting, financial control and
administrative functions within the special rating area, in order to manage and
implement the services and upgrades,
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9.1.2 This structural arrangement does not entail ratepayers sefting the additional rate,
which under law can only be done by the Council.

9.1.3 Councilors who are actively involved in pursuing and promoting the establishment
of a special rating area must recuse themselves when Council considers the
application for establishment of a special rating area.

9.1.4 Amongst other reasons, because funds collected by government are placed in the
hands of the private sector through this structural arrangement, the requirements set
out in this Policy must be met.

9.1.58 The functions of the structure would include;
(a) determining the funding required each year (paragraph 16.2);
(b} appeointing confractors to effect the improvement/s or upgrade/s and

(c) receiving the additional rate coliected by the Overstrand Municipality and
expending the funds in accordance with the approved business plan.

9.2 Structural requirements:

9.21 Before Oversirand Municipality will consider allowing ratepayers in a special rating
arga to carry oui administrative and other functions in relation to the area, the
Steering Committee must establish a non-profit company ("NPC") in terms of the
Companies Act for that purpose.

8.2.2 The inaugural memorandum of incorporation ("MOI") of the NPC must be alighed
with the prescribed format determined by the CFO; and any amendments thereto
must be approved by the CFQ; '

923 The NPC must be managed in tern‘is of the Companies Aci, and must also comply
with any other legislation as a result of the f'rnanciai\connection to Counci;

924 The NPC must have at least 3 ({three) directors, each with specific portfolio{s) aligned
with the business plan;

925 the Executive Mayor will appoint councilor(s) as director{s}) and aliernate
director(s}) to the board of the management body in accordance with sections 11(4)
and 11(5) of the By-law. The director(s) appointed by the Executive Mayor will not
have the powers and duties of directors as set out in the Companies Act and the
management body's MOI;

9.26 the NPC must give a written notice to all the affected property owners within the
special rating area of the intention to held a members meeting within six months of the
establishment of the NPC and thereafter an annual general meeting
("AGM"} (paragraph 12.2) on the date stated in the notice by advertising in one
English and one Afrikaans daily newspaper and must also give notice in a
community (local}) newspaper to accommodate other official languages where
applicable; and

9.2.7 The purpose of the meetings referred to in paragraph 9.2.6 will be to, amongst other
items on the agenda,:

{a) appoint directors, oiher than the direcior(s} appointed in terms of
paragraph 9.2.5;

{b) amend the NPC's MOI if required and with prior written conzent of the
CFO:; and
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{c) approve the following year's budget and implementation plan (paragraph 16.2).

10 ESTABLISHMENT PRINCIPLES OF A SPECIAL RATING AREA

The process for establishing special raiing areas as set out in Chapter 1 of the By-law, must
be followed.

101 Initigtion Phase

10.11  The applicant must form a steering commiltee that is representative
of property owners within the proposed special rating area.

10.1.2 The Steeting Committes must keep a comprehensive porifolic of evidence of the
establishment process.

10.1.3 The Steering Committee must meet with the CFO before commencing with
the establishment process to ensure that the special rating area is the appropriate
vehicle,

10.14  All documents relating to the establishment process must be approved by the
CFQ before circuiating them 1o the public,

10.1.5  After the Steering Committee confirms in writing that it will engage in the pursuit of
establishing a special rating area it must supply the Overstrand Municipality with a
map depicting the boundaries of the special rating area.

10.1.8 The Overstrand Municipality will extract a property database which the Steering
Committee, with the assistance of the Municipality, must verify as correct. Any
anomalies must be reported o the Municipality for remedial action.

10.1.7 All properties except municipal properties predominantly used for municipal
purpeses or properties exempted from paying broperty rates or receiving partial
rates relief (paragraph 7.1) will form part of the property database of the proposed
special rating area.

10.1.8  After the Overstrand Municipality has prepared a total arrears profile of the area and
is satisfied with the outcome thereof the Sieering Commitice may proceed with the
establishment process.

10.1.¢  The Steering Committee will be required to conduct an urban management survey
(only one survey per property owner) of not less than 20% of properties in the
database (proportional split in terms of the usage code is required). In addition a
random sampie of people within the area, which is equal in number to not less than
5% of the properties in the database, is also required. Where a reduction in the
number of survey forms is required it may be motivated for consideration by the
CFO.

10.1.10 The Steering Committee must consult with the respective Overstrand Municipality
Diractorate{s) regarding the current service{s) provided and the levels thereofl as
well as the SRA anticipated service{s) and level thereof.

10.1.11 The Steering Committee must compile a business plan in accordance with
the provisions of paragraph 11 of this Policy.
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10.2  First Public Meeting
10.21  The public meeting must be conducted in accordance with section 5 of the By-law.
10.3  Obtaining Support

10.3.1  Support may only be obtained after the public meeting and on the consent form
provided by the Overstrand Municipality.

10.3.2 Al support forms must be filed and crossweferenced to the property
database in terms of paragraph 10.1.6 of the Podlicy to verify the accuracy
thereof.

10.3.3  Any property owner that wants to object to the establishment of a special rating
area or to the provisions of the business plan can do so by indicating it on the
consent form. The objector will be required to submit an objection lelter once an
application for the establishment of a special rating area is submitted 1o Councii.

10.4  Application
10.4.1 An application must be submitted in terms of paragraph 11 of this Policy.
10.4.2 The application must be advertised in terms of paragraph 9.2.6 and also set a
date for a second public meating to occur not more than twenty days or less than
seven days before the objection period closes.

10.4.3 Prior to submitting an application the Steering Committee will be required to set up
a website that displays the following:

- application letter;

- business plan,

- urban management perception report; -

- public meeting presentations and minutes,
- By-law;

- Policy;

; SRA frequently asked questions;

- notices; and

- blank consent / ebjection form.

10.4.4 The special rating area application must be submitied by 30 September of the
financial year preceding the establishment of the special rating area. The CFQ may
extend this date if a properly motivaied request is received. This will depend
on Council's ability to accommodate the late application within the budget process.

10.5  Objections

10.5.1 Consenis and objections will be considered only if they are submitted to
Council by the last day specified in the application notice.

10.5.2 Property cwners objecting to the establishment of a special rating area in terms of
paragraph 10.3.3 must do so in writing and include a metivation for their objection.
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10.5.3 The Steering Committee must engage with all the objectors and provide them and
Council with minuies of these meetings. The objector/s will be allowed to respond o
the minutes.

|
|
10.5.4 Any property owner who wanis to make oral representations for submission to ‘
Council in terms of section 7(4) of the By-law will be assisted by an official to |
document this for inciusion in the report to be considered by Council. :

I
106  Inaugural Phase |

10.6.1 The process and appointment of ali service providers must be communicated to the
property owners on the NPC's website and in newsletters.

10.6.2 The application form o become a member of the NPC must also be available on
the website.

10.6.3 Any special rating area that is approved more than nine months prior to the
effective date may:

10.6.3.1 delay the implementation of the special rating area and commence
with year two of the business plan. This will imply that the term is
effectively reduced by one year; or

10.6.3.2 implement the original business plan.

11 BUSINESS PLAN CONTENT
The business plan comprises of the following:
- amotivation report;
- animplementation plan; and
- aterm budget.
11.1 Motivation report

The motivation report must contain the following:
11.1.1 Introduction:
11111 an execulive summary of the improvement or upgrade proposed

for the special rating area as set out in the business plan;

11.1.1.2  an explanation of how the proposed improvement or upgrade is linked to
the geographical area of the proposed special rating area;

11113  an explanation of why the proposed special rating area wili not
reinforce  existing inequities in the development of the Owverstrand
Municipality;

11.11.4 an explanation of how the special rating area, if determined, will be
consistent with the Oversirand Municipaliies IDP as per the Service
Pepartments’ business plans;

11.1.1.5  an explanation of the institutional arrangements proposed in relation o
the special rating area;
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11.1.2 Vision;
11.1.3 Mission;
11.1.4 Goal;
11.1.5 A diagram clearly indicating the boundaries of the proposed special rating area;
11.1.6 Proposed management structure;
- composition of special rating area board including allocation of portfolios; and
- operational arrangements;
11.1.7 Seyvices:
11.1.7.1Service providers to be appointed as contemplated in paragraphs 2.1.4 and 9.6.1.
11.1.8 Financial Impact;
- provide details regarding the calculation of the additional rate;

- provide details of criteria to qualify for exemption from paying the additional
rate as per paragraph 10.1.7;

11.1.2 A list of ali raieable properties within the proposed special rating area, contact details
of all property owners and the value of each property as set out in the Council's
general valuation roll. Differentiation between categories of properties, as provided for
in section 8 of the Property Rates Act, must be considered;

11.1.10 Proof of the consent of the majority of the members of the local community in the
propased special rating area who will be Hable for paying the additional rate;

11.1.11 Proof of the notice of the public mesting or meetings contempiated in the By-law,
11.1.42 Minutes of the public meeting or meetings; and
11.1.13 Compilation date.

11.2 Implementation plan

The implementation plan is a schedule of goals fc implement improvemenis or upgrades as
per the motivation report and must at leasi address the following:

11.21 Milestones;
11.2.2 Tasks per milestone;
11.2.3 Start and finish date per task;
11.2.4 Assign responsibility per goal, milestone & task; and
11.2.5 Pesformance indicators per milestone.
11.3  Term budget

11.3.1 The budget for the proposed improvements or upgrades must at feast
address the following:
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year and ending on 30 June of the last yaar of the term; and

11.3.1.2 a budget split for the provision of improvements or upgrades
between the different categories of properties.

11.3.2 subject to the provisions of the Property Rates Act, the additional rate in any
category of property must not exceed 25% of the municipal property rate.
Any deviation must be fully motivated to Council for consideration.

12, ANNUAL REQUIREMENTS

121 The NPC must confirm the property data base which the Steering Committee must
verify as correct or report anomalies to the Overstrand Municipality for remedial

|

|

11.3.1.1  an annual budget per line item commencing on 1 July of the first

|

|

|

action. |

122 The MNPC must hold its AGM before 31 December as per the MOI
requirements.

12.3  Within twe months of the end of each financial year the NPC must provide the
CFO with its Audited Financial Statements for the immediately preceding year.

12.4  Within three months after the AGM the NPC must provide Council with its audited
Financial Statements for the immediately preceding year and an Annual Report on its
progress in carrying out the provisions of the Business Plan in the preceding year
to improve and upgrade the Special Rating Area.

125 The NPC must submit an annual budget and impiementation plan for comment 'by
the CFQ befcre approval at the AGM (paragraph 16.2), and ensure that -

12.51 the quantum of financial reserves is not less than two months of revenue
received from the Overstrand Municipality in terms of the approved
budget per SRA except if these funds ha\{e been duly allocated to a project;

12.5.2 the implementation plan is aligned with the probbséd'budget. '

12.6 The submission of the annual budget and implementation plan as referred to in
paragraph 12.5 will be subject to approval by Council during the municipalities annual

budget process.

12.7 The NPC must by 31 January each year provide the CFO with a mid- vear
performance scorecard based on the activities set out in the implementation plan.

128 The NPC will within one month after the AGM provide the CFO with draft
minutes of the AGM to ensure compliance with the legal requiremenis.
13 AMENDMENT TO THE BUSINESS PLAN
13.1  In the event that a NPC seeks to amend the boundaries of the SRA andfor the
busingss plan content then the procedures set out in section 14 of the By-law must
be foliowed and submitied by 30 September.
13.2  The following factors, aithough not limited to, must be addressed in the mativation;

- explanation of impact on costs, budget and implementation plan expectations;

- cross subsidisation by existing members;
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- fairness and equity;

- affordability and sustainability of the existing SRA;

- intention of the "legisiation prescribing that all property owners: must be
allowed to participate in the formation of a SRA,;

- priorities of the new area may differ from the existing SRA priorities; and

- arrears profie

13.3 The boundary changes must not affect the vested rights of existing property
owners as per the Business Plan.

13.4 Boundary changes are subject to the following criteria:

13.4.1 Obtaining by special resolution the support from existing NPG members ai
a members meeting befare expansion is pursuad;

13.4.2 Determining the profile of the new total SRA as it could change from non-
residential to residential and vice versa;

13.4.3 Obtaining the required majority support from the property owners in the new
area only, based on the determination referred to in paragraph 13.4.2.

13.5  Property owners in the new area must follow ths sstablishment process as per
Chapter 1 of the By-law.

EXTENSION OF THE SRA TERM

In the event that a NPC seeks to extend the term of the special rating area for a further period
then the procedures set out in section 15 of the By-law must be followed.

DISSOLUTION

The special rating area may be dissolved by resolution of the Council in terms of section 16
of the By-law. Thereafter the management body may be wound up in terms of the
provisions of section 16 of the By-law and the NPC's MOI.

FINANCIAL CONTROL

16.1 As stated in the By-law, the amount of any additional rate levied in a special
rating area is determined by Councit. The additional rate is imposed by the Council,
is a debt owing to the Oversfrand Municipality and is payable and collecied in the
same manner as other properiy rates imposed by the Council.

16.2 The NPC must submit an annugal budget as approved at an AGM or Special
General Meeting ("SGM") to the Owverstrand Municipality by 31 January, with
appropriate motivation including an implementation plan for the next financial vear,
and the Council will consider the recommendation during its budgeting process.

16.3  Before the Overstrand Municipality wili pay over any additional rate collecied 1o the

NPC, the NPC and the QOversirand Municipality must have concluded a written finance
agreement regulating, amongst other things:

Page 13 of 14




OVERSTRAND MUNICIPALITY - SPECIAL RATING AREA POLICY

17

18

19
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16.3.1 the mechanisms and manner of payment;

16.3.2 how the additional rate is to be heid by the NPC;

16.3.3 any parameters relating fo expenditure; and

16.3.4 any obligations on the' NPC to take out and maintain appropriate insurance.
16.4 The CFO may requesi a forensic audit should he deem it necessary,

16.5 The CFO may request a special board meeting.

COMMENCEMENT AMD IMPLEMENTATICON
171 Implementation of this Policy commences on 1 July 2018.

17.2  Where the Oversfrand Municipality is legally empowered to do so, requiremenis set
out in this Policy may be imposad as conditions attached to the determination of a
special rating area.

17.3  This Policy and its implementation must be reviewed annually.

COsTS

Unless otherwise agreed by the Municipal Manager or his/her nominee, the Overstrand
Municipality shall not be liable for any costs incursed by ratepayers within the reievant
proposed special rating area in respect of the implementation of the steps set out in this Policy
and in the By-law.

SHORT TITLE

This policy will be referred to as the Spediai Rating Area Policy of the Overstrand
Municipality. S .

POLICY SECTION: SENIOR MANAGER: REVENUE
CURRENT UPDATE: 30 MAY 2018
PREVIOUS REVIEW 31 MAY 2017
APPROVAL BY COUNCIL: 25 MAY 2016
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1. OBJECTIVE
1.1.  To ensure the effective and efficient control of the municipality’'s assets through:

1.1.1 proper recording of assefs from authorisation to acquisition and to
subsequent disposal;

1.1.2 providing for safequarding procedures;
1.1.3 setling proper guidelines as to authorised uiilisation; and
1.1.4 prescribing for proper maintenance.

1.2, To assist officials in understanding their legal and managerial responsibilities with
regard {0 assets.

2. BACKGROUND

2.1.  The proper utilization and management of its assets is one of the prime
mechanisms by which a municipality can fulfill the constitutional objects for:

2.1.1 Delivery of sustainable services;

2.1.2 Promotion of Social and economic development;
2.1.3 Promoting a safe and healthy environment and,

2.1.4 Providing for the basic needs to the community.

2.2.  The municipality has a legal and moral obligation to ensure it implements policies
to provide for the effective and efficient usage of its assets over the useful life
thereof.

2.3.  The asset management policy deals with the municipal rules required to ensure the
enforcement of appropriate stewardship of assets.

2.4. Stewardship has three components being the: _
2.4.1. Management, utilization and control by municipal dffi:jials;
2.4.2. Financial administration by the Director: Finance, and
2.4.3. Physical administration by the Manager: Expenditure & Asset Management.

2.5. Statutory provisions exist to protect public property against arbitrary and
inappropriate management or disposal by & municipality.

2.6. Accounting standards are set to ensure the appropriate financial treatment for
property, piant or equipment. The reguiremenis of these accounting standards
include:

2.6.1. The compilation of asset registers recording all assets controlled by the
municipality;

2.6.2. Accounting freatment for the acquisition, disposai, recording and
depreciation of property, plant or equipment, and

2.6.3. The standards to which these financial records must be maintained.
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3. DEFINITIONS

was established by the Public Finance Management Act to set

“Accounting standards of Generally Recognized Accounting Practice

Standards Board” (GRAP)} as required by the Constitution of the Republic of
South Africa.

sAmortization” is the systematic allocation of the depreciable amount of an

intangible asset over its useiul life.

are resotirces confrofled by the municipality as the result of
past evenis and from which future economic benefits or fulure
“Asseis” service potential are expecied (o flow to the municipality and
for the purpose of this policy refers to property, plant and
eqguipment but excludes Investment Properties.

are the asset cafegories as per the Qversirand Asset

i1} H 1
Asset categories Register.

means the amount or level of any municipal service that is
necessary to ensure an acceptable and reasonable quality of
“Basic Municipal fife and which, if not provided, would endanger public heaith or
Services” safety of the environment and for this Policy inciudes, but is
not restricted to efectricity, refuse collection, sanitation, focal
roads, storm water drainage, fire services and water services.

fs the recognition of expenditure as an Asset in the Financial

Capitalization Assetf Register.

is the amount at which an asset is included in the Statement
“Carrying amount” of Financial Position affer deduciing any accumulated
depreciation and accumulated impairment therson,

are items of assets that are not significant enough for financial
“Control items” recognition but are valuable enough to warrant special safe-
quarding. o '

is the amount of cash or cash equivalents paid or the fair
“Cost” value of the other consideration given or received to acquire
an asset af the time of its acquisition or construction,

is all the cosfs incurred in bringing an assei item to the

“Cost of acquisition” . s . S
9 required condition and location for its intended use.

is the systematic allocation of the depreciable amount of an

“Depreciation” . g
P asset over its useful life.

is the cost of an asset, or other amount substituted for cost in

i i ‘L)
Depreciable amount the financial statements, less its residual value.

is the ‘head of each Direcforate” that has lhe functional
accountability for and controf of the physical management of a
particular set of assets in order fo achieve the municipalily’s
strategic objectives relevant o that directorate. The execution
of this responsibility will require the refevant asset manager o
controf the acquisition, utilization, management and disposal
of this set of assets to opiimize the achievement of these
objectives.

“Direcior”
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“Disposal”

in relation to a capital assel, includes:

{a) the demolition, dismanitling or deslruction of the capital
assel; or

(b) any other process applied to a capital asset which results

in loss of ownership of the capital asset otherwise than
by way of transfer of ownership.

“Fair value”

is the amount for which an asset could be exchanged between
knowledgeable willing parties in an arm’s length transaction.

“Finance Lease”

is a lease that transfers substantially all the risks and rewards
incidental to ownership of an asset. Title may or may not
eventually be transferred.

“Financial asset
register”

is the conirol register recording the financial and other key
details for alf municipal assels recognized in accordance with
this policy.

“Fixed Asset”

(also referred to as a "non-current assel’) is an asset with an
expected useful life greater than 12 months and includes
moveable and immovable assels.

“Grantor”

is the entity that granits the right to use the service concession
asset to the operaior.

“Heritage Assefs”

are assets defined as cufturaily, environmental, historical,
natural, scientific, technological or artistic significant and are
held indefinitely for te benefit of present and future
generations... Examples are works of art, historical buildings
and statues. ' '

“Immovable Assets”

are fixed structures such as buildings and roads. A plant that
is built-in to the fixed structures and is an essential part of the
functional performance of the primary.assel is considered an
immovable asset (though it may be temporarily removed for
repair).

“Impairment loss” of a
cash-generating assef

is the amount by which the carrying amount of an asset
exceeds ifs recoverable armouni.

“Impairment loss” of a
non-cash-generating
asset

is the amount by which the carrying amount of an asset
exceeds ifs recoverable service amount.

“Infrastructure assets”

are defined as any assets that are part of a network of similar
assets. Examples are roads, waler reticufation schemes,
sewerage purification and frunk mains.

“Intangible asseis”

are defined as identifiable non-monetary assets without
physical substance.

“Investment are defined as properties thatl are acquired for economic and
properties” capital gains.
“landated Function” involves the delivery of a publfic service by an operator on

behalf of a grantor that falls within the grantor’s mandate.
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are the stock of equipment owned or leased by the
“Movable Assels” municipality such as office equipment and furniture, motor
vehicles and mobile plant.

is the entity that uses the service concession assef fo provide a

operator mandated function subject fo the grantor's controf of the asset.

in terms of this policy, means -

{a) a national departmenit or national public entify;

{b) a provincial department or provincial public entity;

{c) a municipality or municipal entity; or

{d} any cther organ of state within the meaning assigned to
*organ of state” in section 239 of the Conslitution.

“Organ of State”

are defined as assels utilized in normal operations. Examples

Other assets are plant and equipment, motor vehicles and furniture.

“Prescribe” means as prescribed by the Minister of Finance by regulation.

Means tangible assets that:

(a) are held by a municipality for use in the production or
“Property, plant or supply of goods or services, for rental o others, or for
equipment” (PPE) administrative purposes, and

(b) are expected o have a useful life extending for more
than one financial year.

is the amount that the municipality expects to recover from the

“Recoverable amount” . o ; .
future use of an asset, including ifs residual value on disposal.

is the net amount that the municipalily expects fo obtain for an
“Residual value” asset af the end of its uselful life after deducting the expected
costs of disposal.

is a contractual arrangement between a grantor and an
operator in which;

(a) the operator uses the service concession asset fo provide

service cancession a mandated function on behalf of the grantor for a

arrangement” o . \
g specified period of time; and
{b) the operator is compensated for its services over the
period of the service concession arrangement.

is an asset used to provide a mandated function in a service
concession arrangement that:
a) is provided by the operator which:

“ . . i. the operator constructs, develops, or acquires from a

service concession third party: or
asset”

ii. is an existing asset of the operator; or
b) is provided by the grantor which:
i. Is an existing asset of the granior; or
ii. is an upgrade to an existing asset of the grantor.
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is either:

{a) the estimated period of fime over which the future
economic benefits or future service potential embodied in

“Useful life” an asset are expected io be consumed by the
municipality, or

(b} the estimaied total service potential expressed in terms
of produclion or similar units that is expecied lo be
obtained from the asset by the municipality,

4. STATUTORY AND REGULATORY FRAMEWORK
4.1, This policy must comply with all relevant iegislative requirements ingluding:
4.1.1 The CGonstitution of the Republic of South Africa, 1996
4.1.2 Municipal Structures Act No 117 of 1968
4.1.3 Municipal Systems Act No 32 of 2000
4.1.4 Division of Revenue Act (enacted annually)
4.1.5 Municipal Finance Management Act No 56 of 2003
4.1.6 Local Government: Municipal Asset Transfer Regulations, 2008

4.2.  Also, this policy must comply with the standards specified by the Accounting
Standards Beard. The relevant currently recognized accounting standards include:

421 GRAPS5 Borrowing Costs

422 GRAP 11 Construction Contracts

423 GRAP 12 Inventories

4.2.4 GRAP 13 Leases

425 GRAP 16 Investment property

42.6 GRAP17 Property, Plant and Equipment

423 GRAP 21 impairment of Non Cash Generating Assels
4.2.4 GRAP 26 impairment of Cash Generating Assets
425 GRAP 31 intangible Assets {Previously GRAP 102}
426 GRAP 32 Service Concession Arrangements: Grantor
427 GRAP 100  Discontinued Operations

4.2.8 GRAP 103 Heritage Assets

4.3. This policy does not overrule the requirernent to compiy with other policies such as
Supply Chain Management pclicy, Budget policies or the Administration of
Immovable Assets policy.

5. RESPONSIBILITIES AND ACCOUNTABILITIES

51. The Municipal Manager is responsible for the management of the assets of the
municipality, including the safeguarding and the maintenance of those assets.
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5.2

5.3.

5.4,

The Municipat Manager must take all reasonable steps to ensure that:

5.2.1 the municipality has and maintains a managemeni, accounting and
information system that accounts for the assets of the municipality;

5.2.2 the municipality’s assets are valued in accordance with standards of GRAP;

5.2.3 the municipality has and maintains a system of internal control of assets,
including an asset register, and

5.2.4 the Directors comply with this poiicy.

The Director: Finance is responsible tc the Municipal Manager to ensure that the
financial investiment in the municipality’s assets is properly recorded.

5.3.1. The Director: Finance must take all reasonable steps to ensure that:

a) appropriate systems of financial management and internal conirols
are established and carried out diligently;

b) the financial and other resources of the municipality are utilized
effectively, efficiently, econamically and transparently;

¢) any unauthorized, irregular or fruitless or wasteful expenditure, and
losses resulting from criminal or negligent conduct, are prevented,

d) the systems, processes and registers required to subsiantiate the
financial values of the municipality’s assets are maintained tfo
standards sufficient {o satisfy the requirements of all statufes;

e) financial processes are established and maintained to ensure the
municipality’s financial resources are optimally utilized through
appropriate asset plans, budgeting, purchasing, maintenance and
disposal decisions; -'

f the Municipal Manager is appropriately advised on the exercise of
powers and duties pertaining to the financial administration of assets,
and Co

g) the Direclors are appropriately advised on the exercise of their powers
and duties pertaining to the financial administration of assets.

5.3.2. The Director. Finance may delegate or otherwise assign responsibility for
performing these functions but will remain accountable for ensuring these
activities are performed.

The Directors must take ali reasonable steps to ensure that:

5.4.1 appropriate systems of physical management and controls are established
and carried out for assets in their areas of responsibility,

5.4.2 the municipal resources assigned to them are ulilized effeclively, efficiently,
economically and fransparently,

5.4.3 the assels under their control are appropriately safeguarded and maintained
to the extent necessary and that risk management systems are in place and
applied;

54.4 any unauthorized, imegular or fruitiess or wasteful expenditure, and losses
resulting from criminal or negligent conduct, are prevented;

5.4.5 their asset management systems and controls can provide an accurate,
reliable and up to date account of assets under their control;
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5.8

5.4.6 they are able to justify that their asset plans, budgets, purchasing,
maintenance and disposal decisions optimally achieve the municipality's
strategic objectives;

5.4.7 the purchase of assets complies with all municipal policies and procedures;

5.4.2 all moveahle property, plant and eguipment is duly processed and identified
when it is received into hisfher stewardship;

54.9 all moveable assets received into his/her stewardship are appropriately
safeguarded [for] against inappropriate use or loss. This will include
control over the physical access to these assets and regular assef counts to
ensure any losses have not occurred. Any known losses should be
immediately reported to the Director: Finance, and

5.4.9 assets are approprialely utilized for the purpose for which the municipality
acquired them.

5.4.10 The Diractor may delegate or otherwise assign responsibility for performing
these functions but will remain accountable for ensuring these activities are
performed.

Safe-guarding of assets.

Directors shall be directly responsible for the physical safe-guarding of any fixed
asset controlied or used by the department in question.

In exercising this responsibility, Directors shall adhere {o the stipulations of this
policy as well as any other written directives issued by the municipal manager to
the department in question, or generzally to all departments, in regard to the control
of or safe-guarding of the municipality's fixed assets.

6. FINANCIAL MANAGEMENT

6.1

6.2

6.3

Approval to acquire Property, Plant or Equipm’ent .
Money can cnly be spent on a capital project if:

6.1.1 the money has been approprialed in the capital budgef, and the future
annual operations and maintenance needs have been caloulated and have
been budgeted for in the operations budget;

6.1.2 the project, including the total cost and funding sources, has been approved
by Council;

6.1.3 the Director: Finance confirms that funding is available for that specific
project, and

8.1.4 the Supply Chain Management prescripts/procedures have been adhered
to.

Funding period of capital projects

The acquisition of assets will not be funded over a period longer than the useful life
of that asset.

Disposal of assets (excluding immovable property covered under the
Administration of Immovable Property Policy)

8.3.1 The municipality may not transfer ownership as a result of a sale or other
ransaction or otherwise permanently dispose of an asset needed to provide
the minimum level of basic municipal services, unless such asset is
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chsolete or surplus to reguirements or beyond a state of good repair or
being replaced and provided that the delivery of the minimum level of basic
municipal services must not be compromised as a result of the disposal of
the asset.

6.3.2 The decision that a specific asset is not needed to provide the minimum
level of basic municipal services, may not be reversed by the municipality
after that asset had been sold, transferred or otherwise disposed of.

8.3.3 The disposal of an item of property, plant or equipment must be fair,
gquitable, transparent, competitive and cost effective and comply with a
prescribed regulatory framework for municipal supply chain management
and the Supply Chain Management Policy of the municipality.

6.3.4 The transfer of assefs to another municipality, municipal entity, national
depariment or provincial department is excluded from these pravisions,
provided such fransfer is being dene in accordance with a prescribed
regulatory framework.

6.3.5 Directors shall report in writing to the Director: Finance on all fixed assets
contfrolled or used by the department concerned, which such Director
wishes to alienate by public auction or public tender. The Director: Finance
shall thereafter consolidate the requests received from the various
departmentis, and shall promptly repert such consolidated information to the
council or the municipal manager of the municipality, as the case may be,
recommending the process of alienation to be adopted.

6.3.6 Fixed assets identified to be disposed of by means of auction / tender must
have been considered for impairment.

6.3.7 Once the fixed assels are alienated, the Director: Finance shall de-
recognize the asset from the accounting records and the fixed asset
register.

6.3.8 All gains and losses realized on the alienation of fixed assets shall be
accounted for according to section 11.13 below {Accounting treatment on
disposal). '

6.3.9 Disposal of immovable property is dealt with in terms of the Qverstrand
Administration of immovable Property Policy.

6.4 Loss, Theft, Destruction or Impairment of assets

6.4.1 Directors shall ensure that any incident of loss, theft, destruction, or materia)
impairment of any asset controlled or used by the department in question is
promptly reported in writing to the Director: Finance, to the internal auditor,
and — in cases of suspected theft or malicious damage — also o the South
African Police Service.

6.4.2 Directors shall further ensure that all the required insurance claim
documentation and information is promptly submitted to the Director:
Finance in terms of the prescribed claims procedures.
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7. INTERNAL CONTROLS
7.1 Financial Asset registers
7.1.1 Establishment and Management of the Financial Asset Register:

a) The Director: Finance will establish and maintain the Asset Register
containing key financial data on sach item of Assets that satisfies the
criterion for recognition.

7.1.2 Contents of the Financial Asset Register:

a) The fixed asset register shall be maintained in the format determined
by the Director: Finance, which format shall comply with the
requirements of generally recognized accounting practice (GRAP) and
any other accounting requirements which may be prescribed.

b} Directors under whose control any fixed asset falls shall promptly
provide the Director: Finance in writing with any information required
fo compile the fixed asset register, and shall prompily advise the
Director: Finance in writing of any material change which may occur in
respect of such information.

7.1.3 Internal Controls over the Financial Asset Registers:

a) Controls arcund the asset registers should be sufficient to provide
Directors with an accurate, reliable and up to date account of assets
under their control to the standards specified by the Director: Finance
and required by relevant legislation.

b)  These controls will include the physical management and recording of
all acquisitions, assignments, iransfers, losses and disposals of
assigned assets as well as regular asset counts and systems audits {o
confirm the adequacy of controls.

¢)  The Municipal Manager shall ensure that the municipality maintains a
fixed asset identification system which. shall be operated in
conjunction with its computerized fixed asset register.

7.2  Responsibilities: Physical Receipting and Management

7.2.1 The Manager: Expenditure & Asset Management will undertake at least a
bi-annual count of assets as part of the annual reporting process.

7.2.2 The date of acquisition of assets is deemed to be the fime when legal title
and control passes to the municipality.

7.2.3 The date of acquisition of assets may vary for different categories of assets
but will be the point of time when the asset is in the final condition and
location as intended for use by the Director.

7.2.4 A Director must advise the Director. Finance, in writing, of capital work-in-
progress at the end of the financial year.

7.2.5 A Direclor must advise the Director: Finance, promptly in writing whenever
capital work-in-progress is completed, for inclusion in the Asset Register.

7.3 Transfers between Directorates
7.3.1 Permanent transfers to ancther Directorate

a} A Director retains managerial accouniability and control for a particular
asset uniess:
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i another Director agrees in writing 10 accept responsibility for the
assets, and

ii. the Director: Finance endorses the transfer.

b) The Finance Directorate must appropriately amend the Financial
Asset register by accounting for all approved transfers.

¢) The Director to whom the asset is transferred must assume
accountability for the transferred asset.

7.3.2 Relocation or Re-assignment of Assets:

a) A Director must ensure that assets are appropriately safeguarded for
loss, damage or misuse wherever it is located. Safeguarding includes
ensuring reasonable physicat restrictions.

b)Y A Direcior must advise the Director. Finance, in writing, whenever an
asset is permanently relocated or reassigned from the {ocation (or
base) or cost centre recorded in the Financial Asset Register.

¢) A Director must advise the Director: Finance, in writing, whenever an
assel is temporarily relocated or reassigned from the location (or
base} or cost cenire recorded in the Financial Asset Register. In this
case, the Director must alsc advise the Director: Finance when the
asset is returned. In the case of assets being utilized in the normal
course of operations away from its base, such as vehicles, reporting is
not necessary.

Verification of fixed assets

7.4.1 Directors shall at least twice during each year undertake a comprehensive
verification of all fixed assets controlled or used by the department
concerned. :

7.4.2 Directors shall promptty and fully report in-writing to the Director: Finance in
the format determined by the Director: Finance, all relevant results of such
fixed asset verification. The resultant reports shall be submitted by
Directors, to the Direcior: Finance, by not later than 30 days after the last
day of the period in question.

Insurance of fixed assets

7.5.1 The Municipal Manager shall ensure that 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.

7.5.2 I the municipality operates a self-insurance reserve, the Director: Finance
shall annually determine the contribution to be made to the self-insurance reserve.

Recovery of loss

7.68.1 An Asset Loss Control Committee, appointed by the Accounting Officer,
must be established to investigate all losses and to consider the settlement
of all insurance claims falling within the relevant excess limits.

7.6.2 The Asset Loss Confrol Committee must comprise of a representative from
Legal Services, Human Resources (Labour Relations), Finance {Asset
Management) and the senior manager within who’s vote the transaction
occeurs or a senior official as representative for his/her department or
division.
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7.6.3 Where applicable, the matter must be referred to the relevant Department in
order to institute disciplinary action in order to recover any possible loss in
incidents where negligence or misconduct may be suspected.

8. MANAGEMENT OF CONTROL iITEMS

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

8.2 The requirements to manage control items includes:
« Receipting and bar-coding of these items.
s Maintaining and updating a register.

» Regular asset counts by the assigned person to ensure these control items
are being appropriately safeguarded.

¢ Recording and reporting of any disposai, transfer or loss of control items by
the assigned official to the CFO and adjustment of the control items register.

8.3 Control items will not be:
¢ capitalized as an asset,
s depreciated,
s revalued,
e recorded in the financial asset register, or
» otherwise treated as an asset.

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

8. MANAGEMENT AND OPERATION OF ASSETS
2.1 Accountability to manage assets

¢ Each Direcior is accountable to ensure that municipal rescurces assigned io
him are utilized effectively, efficiently, economically and transparentiy.

s Directors need to manage assets under their contro! to provide the required
level of service or economic benefit at the lowest possible long-term cost.

9.2 Reporting on Impeding Issues

s Each Director should report to the Municipal Manager on issues that will
significantly impede the assets capability to provide the required level of
service or economic benefit.
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10. CLASSIFICATION & COMPONENTS
10.1 Classification of assets

10.1.1  Any asset recognized as an asset under this policy wili be classified
according to categories as per the Overstrand Asset Register.

10.1.2 Al fixed assets should be classified under the following headings in the
Asset Register:

a) Property, plant and squipment:
¢ land (not held as investment property)
e buildings (not held as investment properiy)

¢ community assets (resources confributing to the general well-
being of the community)

¢ infrastructure assets {assets which are part of a network of similar
assets)

¢ ciher asseis (ordinary operational rescurces, consisling of
Furniture, Equipment and Vehicles)

b) Heritage Assets

e heritage assets (culturally, environmental, historical, natural,
scientific, technolegical or arlistic significant assets)

¢) Investment property
s invesiment assets (resources held for capital or cperational gain)
d) Intangible Assets

s non-monhetary assets without physical substance such as
computer software, licenses etc..

e) Leased Assets

¢+ assel financed through a lease arrangement such as cell phone
contracts or finance leases

f} Service Concession asset

* is the asset used in a service concession agreement in order to
provide services to the public within the juristic boundaries of the
municipality

« Examples hereof include water ireatment plants being operating
by a third party or a toll road operated by a third party if the
conditions of GRAP 32 are met

10.1.3 The Director: Finance may agree to subdivide these classifications further.
This decision will be noted as an amendment to the Asset Register of the
Overstrand Municipality.

10.2 Treatment of Major Components

e  All parts of an asset that is significant to the cost of the item as a whole shall
be freated as a separate major compenent and each major component shall be
treated as described below,
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s A Director may, with agreement of the Director: Finance, treat other non-
significant parts as major components of an item of property plant or
equipment as a separafe asset for the purposes of this policy.

¢ These major components may be defined by its physical parameters {e.g. a
reservoir roof) or its financial parameters (e.9. a road surface).

e In agreeing tc these treatments the Director: Finance must be satisfied that
these components:

o have a significantly different useful life or usage paitern to the main asset,

afign with the asset management plans,

G

o justify the costs of separate identification,

o have probable fuiure economic benefits or pofential service delivery
assoclated with the asset which will flow fo the municipalily,

o is such that the cost of the asset to the municipality can be measured
reliably,

o is such that the municipality has control over the asset,

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

o s such that the asset is expected to be used during mare than one financial
year.

e Once a major component is recoghized as a separate asset, it may be
acquired, depreciated and disposed of as if it was a separate asset,

11. ACCOUNTING FOR ASSETS
111 Recognition of assets \
» An item of property, plant or equipment will be reoogniz‘ed as an asset when;

o it is probable that future economic benefits or potential service delivery
associated with the asset will flow o the municipality,

o the cost of the asset to the municipality can be measured refiably,
o the municipality has control over the asset,

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

o the assetis expected to be used during more than one financial year.
11.2 Initial measurement

» An item of property, plant or equipment that qualifies for recognition as an asset
should be initially measured at its “cost of acquisition”.

s This *cost of acquisition” usually inciude the following:
o Purchase costs {less any discounts given)
o Delivery costs
o Installation costs
o Professional fees for architects, engineers and afforneys
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o Import duties

o Non-refundable taxes

o Site development costs

o Coniractor fees _
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 item is considered an asset other than
contrel item or expense.

11.4 Recocgnition threshold

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 methodelogy for identifying such items are listed in the appendixes hereto.

11.5 Carrying amount of assets

Subsequent to initial recognition as an asset, an item of property, plant or
equipment should be carricd at its cost of acquisition less any accumulated
depreciation and accumulated impairments.

11.6 Depreciation
» All fixed assets, except land and heritage assets, shall be depreciated.

s The depreciable amount of an item of property, piant or equipment should be
allocated on a systematic basis over ils useful life.

» The depreciation method used should reflect the pattern in which economic
benefits or potential service provisions are consumed by the municipality.

» The depreciation charge for each period will be recognized as an expense
against the budget of the relevant Director uniless it is included in the carrying
amount of another asset.

s« The depreciation method used shali reflect the pattern in which the assets
future economic benefits or service potential are expected to be consumed by
the municipality.

+ A variety of depreciation methods can be used to allocate the depreciable
amount of an asset on a systematic basis over its useful life. These methods
include the straight-line method, the diminishing balance method and the units
of production method. Straight-line depreciation resuits in a constant charge
over the useful life if the asset's residual value does not change. The
diminishing balance method resulls in a decreasing charge over the useful life.
The units of production method results in a charge based on the expected use
or output. The entity selects the method that most closely reflects the expected
pattern of consumption of the future economic benefits or service potential
embodied in the assel. That method is applied consistently from period io
period unless there is a change in the expected pattermn of consumption of those
future economic benefits or service potential.

o The depreciation method will be the straight-line method unless otherwise
agreed to in writing by the DBirector: Finance.
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« Depreciation shall be calculated from the day the fixed asset is avaliable for use
(GRAP 17). |

s Directors, acling in consultation with the Direcior: Finance, shall ensure that
reasonable budgetary provision is made annually for the depreciation of all
applicable fixed assets controlled or used by the department in guestion or
expested 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.

11.7 Initial determination of useful life

s Directors need to determine the useful life of a particular item or class of asset
through the dewvelopment of a siraiegic asset management plan. The
determination of useful life should be developed as part of any pre-acquisition
planning that would consider, inter alia, the following factors:

o The program that will optimize the expected long term costs of owning that
asset,

o Economic obsolescence because it is (00 expensive to maintain,

o Functicnal obsolescence because it no longer meets the municipality’s
needs,

o Technological obsolescencs,
o Soclal obsolescence due to changing demographics, and
o Legal obsoclescence due to statutory constraints.

» The Table of Useful Lives is provided in the MFMA Local Government Capital
Asset Management Guideline. These should be used as a guide to the
minimum useful lives only because actual asset lives experienced greatly
exceed those recommend lives.

11.8 Review of useful life

¢ Only the Director: Finance may amend the useful operating life assigned to any
fixed asset, and when any material amendment occurs, the Director: Finance
shall inform the councit of the municipality of stech amendment.

+ The Director: Finance 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.

s 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; 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 previcus 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.
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e

11.9 Review of depreciation method

s The depreciation method applicable to property, plant or equipment should be
reviewed annually, and if there has been a significant change in the expected
pattern of economic benefits or potential service delivery from those assets, the
method should be changed to reflect the changed pattern.

¢  When such a change in depreciation method is necessary the change should
be accounted for as a change in accounting and the depreciation charge for the
current and future periods should be adjusted.

11.10 Subsequent expenditure on property plant or sguipment

» Subsequent expenditure relating fo an item of properiy, plant or equipment that
meets the definition of an asset shouid be added to the carrying amount of the
asset when such expenditure will increase the useful life of the asset or
increase the efficiency of the asset or reduce the cost of operating the asset,
resuiting in financial or service delivery benefits.

e All other expenditure should be recognized as an expense in the period in
which it occurred.

o Before allowing the capitalization of subsequent expenditure, the Director:
Finance must be satisfied that this expenditure will significantly:

o increase the life of that asset beyond that stated in the asset register, or

o increase the quality of service provided by that asset beyond the existing
level of service, or

o increase the gquaniity of services that asset can provide, or
o reduce the future assessed costs of maintaining that asset.

Expenditure that is proposed to be capitalized must also conform to recognition
criteria for assets and should also be appropriately included in the approved
capital budget. o

11.11 Impairment of assets

The accounting treatment relating to impairment losses is outlined as follows in
GRAP 21 & 26:

The carrying amount (Book value) of an item or a group of identical items of
property, plant and equipment should be reviewed periodically in order to assess
whether or not the recoverable amount has declined below the carrying amount.

Recoverable amount is the amount that the municipality expecis to recover from
the future use of an asset, including its residual value on disposal, When such a
decline has occurred, the carrying amount shouid be reduced to the recoverable
amount. The amouni of the reduction shoulkl be recognized as an expense
immediately.

The recoverable amount of individual asseis, or groups of identical assets, is
determined separately and the carrying amount reduced to recoverable amount on
an individual asset, or group of identical assets, basis. However, there may be
circumstances when it may not be possible {o assaess the recoverable amount of an
asset on this basis, for example when all of the plant and equipment in a sewerage
purification work is used for the same purpose. In such circumstances, the carrying
amount of each of the related assets is reduced in proportion to the overall decline
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in recoverable amount of the smallest grouping of assets for which it is possible to
make an assessment of recoverable amount.

The following may be indicators that an item of PPE has become impaired:

& The assel has been damaged.
» The asset has become technologically obsolete.

» The asset remains idle for a considerable period either prior to it baing puf into
use or during its useful life.

s Land is purchased at market value and is to be utilized for subsidized housing
developments, where the subsidy is less than the purchase price.

Example:

An exampie of where the municipality has suffered an impairment loss is the
purchase of land for an amount of R § 000 000. The land will be utilized for new
subsidized housing developments. If at year end the expeciation is that the
Municipality will receive only R 1 000 000 by way of subsidies an impairment loss
of R4 000 000 needs to be recognized. The recoverable amount {R 1 m) is
calculated as being the larger of:

e Net Selling price of the land which is the amount obtainable from the sale of
the market in an arm's length transaction between knowledgeable, willing
parties, less the cost of disposal.

¢ Value in use of the land which is the present value of the estimated fulure net
cash inflows expected from the continuing use of the asset and from iis
disposal at the end of iis useful life.

The following steps will have to be performed regularly during the year to
account for impairment losses:

e Directorates will identify and inform Finance Department - Asset Control of
assets that: o

o Are in a state of damage at year end.

o Are technologically obsclete at year end. This can be facilitated if
Directorates require Finance Department - Asset Control, to supply them
with a Fixed Asset Register pertaining to major assets showing the
remaining useful lives of assets. The Direciorates can then assess and
indicate cases where the assessed remaining useful life is shorier than the
remaining useful life on the printout.

o Have remained idle for a considerable period either prior to them being put
into use at year end or during their useful life.

o Are subject to impairment losses because the subsidies to be received in
exchange for assets are less than the carrying amounts. An example of this
is Land that is purchased at market value and is tc be ulilized for subsidized
housing developments.

s The recoverable amounis of these assets need to be calculated by calculating
the Net selling Price per assei as defined above.

s The impairment loss per asset needs to be calculated as the difference
betwaen the Net selling price and the book value of the asset.
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s The impairment loss needs to be accounted for by identifying the relevant
funding source.

o The carrying amount of an asset should be reviewed annually to assess
whether or not the recoverable amount has declined below the carrying
amount.

s \When such a decline has occurred, the carrying amount should be reduced to
the recoverable amount.

s The amount of the reduction should be recoghized as an impairment expense
immediately, unless it reverses a previous revaluation in which case it shouid
be charged to the Revaluation Reserve.

¢ For assets providing economic benefits, the recoverable amount is the net
present value of future ownership.

¢ For assefs providing future service delivery, the recoverable amount is the
remaining proporticnal to its useful life, service capacity or quality of service
that is not intended to be restored by normal maintenance programs.

11.12 Subsequent increase in recoverable amount

¢ A subsequent increase in the recoverable amouni of an asset, previously
writien down due to a decline in the carrying amount, should be written back
when the circurnstances and evenis that led to the write—down or write-off
cease o exist and there is persuasive evidence that the new circumstances
and events will persist for the foreseeable future.

¢ The amount written back should be reduced by the amount that would have
been recognized as depreciation had the write-down or write-off not occurred,

11.43 Accounting treatment on Disposal

e An item of property, plant or equipment shouid be eliminated from the
Statement of Financial Position, on disposal or when the asset is permanently
withdrawn from use and no future economic benefits or potential service
delivery is expected from its disposal, in accordance with GRAP 100.

» (Gains or losses arising from the retirement or disposal of an item of property,
plant or equipment should be determined as the difference between the actuzl
or estimated net disposal proceeds and the carrying amount of the asset, and
should be recognized as revenue or expense in the Statement of Financial
Performance.

= All gains realized on the alienation of fixed assets shall be appropriated
annually to the municipality’s Capital Replacement Reserve (except in the
cases oullined below), and all losses on the alienation of fixed assets shall
remain as expenses on the Statement of Financial Performance of the
department or vote concerned. If, however, beth 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.

11.14 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 assst) or in
the material extension of the useful operating life of a fixed asset shall be
capitalized.
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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 capitalised, irrespective of the
quantum of the expenses concerned.

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

The following matrix will assist in distinguishing capital expenditure from
maintenance expenditura: -

Capital Expenditure Maintenance
»  Acquiring a new asset »  Resloring an asset so that it can
a Replacing an existing asset continue to be used for ils intended
u Enhancing an existing asset so that its purpose
use is expanded n Maintaining an asset so that it can be
= Further developing an existing asset so used for the period for which it was
that its original useful life is extended initially intended.

11.15 Assets held under leases

Finance leases are leases, which in effect transfer all risks and rewards
associated with the ownership of an asset from the lessor to the lessee. Assets
held under finance leases are capitalized by the municipality and reflected as such
in the FAR. it wiil be capitalized at its leased value at commencement of the lease,
which will be the price stated in the lease agreement. The asset is then
depreciated over its expected useful life.

Operating leases are those leases which do not fall within the scope of the above
definition. Operating lease rentals are expensed as they become due. Assets held
under operating leases are not accounted for in the asset registers of the
municipality.

11.16 Investment property

investment assets shall be accounted for in terms of GRAP 18 and shall not be
classified as property, plant and equipment for purposes of preparing the
municipality's statement of 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
rentai revenues or for capital appreciation or both.

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

Decide on which accounting model, cost or fair value, the municipality will
apply to invesiment property.

Fair value

Investment assets shall not be depreciated, but shall be annually valued to
determine their fair (market) vaiue. Investment assets shall be recorded in the
Statement of Financial Performance at such fair value. Adjustments to the
previous year's recorded fair value shall be accounted for as either gains
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(revenues) or losses (expenses) in the accounting records of the department or
service controlling the assets concernad.

If the council of the municipality resolves to construct or develop a property for
future use as an investment properly, 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 re-classified as an investment asset.

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 invenlory, and not included in either property, plant and
equipment or investment property in the municipality’s statement of position.

Such inventories shall, however, be recorded in the fixed assets register in the
same manner as other fixed assets, but a separate section of the fixed assets
register shall be maintained for this purpose.

Recognition of heritage assets in the fixed asset register

Heritage assets shall be carried at their cost values. If no original costs or fair
values are available in the case of one or more or all heritage assels, the Direcior:
Finance 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 fixed asset register without an indication of the costs or fair value concerned.

For Statement of Financial Performance purposes, the existence of such heritagle
assets shall be disclosed by means of an appropriate note.

Other write-offs of fixed assets

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. S '

In every instance where a not fully depreciated fixed assef is written off, the
Director: Finance shall immediately debit to such depariment or vote, as additional
depreciation expenses, the full carrying value cf the asset concerned.

General maintenance of fixed assets

Every Director shall be direcily responsible for ensuring that all assets are properly
maintained and in a manner which will ensure that such assels attain their useful
operating lives.

Service Concession arrangements

A service concession arrangement is govemned through a contractual arrangement
hetween the municipality and an independent third party (operator). It involves the
creation and/or use of an existing municipal asset in order to provide services to
the general public. The asset can be provided by the municipality or the
arrangement can specify that the operator must create a new asset for purposes of
the providing the services on behalf of the municipality (grantor).

If the municipality provides the asset (i.e. it is an existing asset that the operator
uses), no liability needs to be created in relation to the assets used by the operator.
However, in the case that the operaior has to create a new asset in order to fulffill

Page 22

SEEEY



1295
23132

OVERSTRAND MUNICIPALITY - ASSET MANAGEMENT POLICY

the obligations of the agreement, an asset and liability needs to be created in order
to account for the asset.

Assets held under a concession agreement must be separaiely disclosed similarly |
to assets acquired through a lease agreement.

The assets held under the service concession agreement is under the control of the
Director: Infrastructure and Planning and such director must report annually to the
Director of finance of the status of the assef, such as any impairments,
replacement parts, improvements etc. to the service concession assets. These
assets would be disclosed in terms of the reguirements of GRAP 32: Service
Concession Arrangemenis: Grantor.

12. FINANCIAL DISCLOSURE

Assets must be disclosed, in respect of each class of property, plant and equipment,
in accordance with Generally Recognized Accounting Practice.

13. IMPLEMENTATION AND REVIEW PROCESS
13.1  This policy will come into effect as from 1 July 2018;

13.2 This policy will be reviewed at least annually or when required by way of a Council
resclution.

14. SHORT TITLE

This policy will be known as the Assei Management Policy of the Overstrand
Munigipality.

SENIOR MANAGER: EXPENDITURE AND ASSET MANAGEMENT

| 28 MAY 2014
| 20 MAY 2013
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APPENDIX |2 REVISION OF ASSET CAPITALISATION THRESHOLD

introduction

The municipality reviewed the Asset Management Policy and has determined that that the capitalization
threshold needed to be revised in order 1o ensure compliance with the GRAP requirements and to align
the budgeting process with the requirements of GRAP. Based on the revision of the capitalization
threshold it has decided that the most suitable approach would be to identify assets for which their value
or use does not justify the cost to maintain the assets in the register,

The GRAP discussion paper on materiality states the following: "Information in the financial statements is
therefors relevant when it meets these infarmation needs. The relevance of information is affected by its
nature and materiality.” This implies that certain information would not be relevant to the users of
financial statement due to its value or nature, Furthermore, the discussion paper also states: "Materiafity
establishes a threshoid, which may include a cut-off point, or criteria which are used in making certain
degisions. Materiality in itself is not a characteristic that information must have 1o be useful to users.
*The municipality followed a gualitative materiality approach rather than a pursly quantitative approach
in order to identify items that are considered not material.

Management of assets within an asset repistar is a costly exercise andg certain assets economic benefits
have been noted to be exceeded by the annual cost to maintain these assets within the register, For this
reason the municipality has taken an approach 1o identify assets that Tall within this category where the
rmanagement cost of the assets exceed their economic benefits.

Three different types of assets were identified that require amendment in the approach due to the
revised capitalization approach. These are:
1} hems with useful lives of 3ess than 12 months expensed immediately
2) Items that are considered assets, but will not be included in the asset register due to the fact
that the costs to maintain these assets in the final asset register would exceed the
value/economic benefits of the assets
ltems that are capital in nature, but would not be included in the asset verification process as the items
are affixed to buildings and thus would no longer be considered movable assets.
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APPENDIX 1: REVISION QF A8SET CAPITALISATION THRESHOLD

1) Hems that are consumed within 12 months {ltems not barcoded)

Characteristics of ascet type

Many purchased goods are expected to be consumed within 1 year, but due to the usage of the asset, the
fifespan might be prolonged. In example, a stapler is not really expected to last more than a year as wear
and tear on the items are guite excessive. However, certain staff members have indicated that their
staplers could last several years. The fact that a single item lasts longer than a year does not negate from
the expectation that the item would be consumed within 1 year.

OR

Another consideration in this category is the replacement or purchase rate. If the item is expected to be
purchased multiple times in a single year, the item is not considered to be an item that would last for
longer than 1 year. In example, despite the fact that spanners could be durable, they are often purchased
throughout the year with new spanners being purchased at a regular interval. Due to the regular
repurchase ratg, the item is not considered 10 last for longer than a year despite its durable nature.

OR

The finat consideration for items that fall within this category, is the controt over the ability to transfer
assets. Some assets are of such a minute significance to a department, that when assets are transferred
between users, formal asset transfer documentation would not be maintained. Example, if employes 1 is
willing to barrow his wrench to employee 2 without asking for written confirmation of the transfer of the
wrench since the inherant value of the item does not justify any audit trail of the transfer.

OR

The item is a plastic or wood stackable table / chair used at a community hatl.

For controf purpases, these items are not barcoded and will be purchased through an expense account.
The approved listing of items that forms part of this category is listed in annexure 1.
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For ease of reference, examples of items that fall within this category:

= Al stationery items excluding heavy duty versions thereof (any item titled machine, would not fall
within this category e.g. Binding Machine, Laminating Machine) including calculators and other
small items

e Any boxes, and containers designed to retain stationary (such as buddi-drawers, pen holders,
paper racks)

s  All bins and disposal containers

e« Any camp site bedroom furniture such as beds and bedding

s Small appliances such as kettles, toasters, fans with a warrantee of 1 year

»  Any computer accessories such and keyboards, mouse, laptop bags, dongles (UPS's and external
hard drives are excluded from this)

e Fire extinguishers as their service interval requires exchanging of these items several times a
year

e Hand tools that are normally transported in bulk (i.e. small tools that would be transported with
other tools in toolboxes)

e Cleaning items such as buckets, mops, brooms etc. (excluding machines used to clean items
such as dish washers and vacuum cleaners)

e Safety equipment that are frequently replaced, similar to helmets, goggles, gloves etc.

e Crockery, cutlery and other kitchen utensils

2) Control items that will be barcoded but not included in the assetl register (previous control items)

These items will be barcoded and counted during the verification, but due to the insignificant value of
these items, will not be included in the final asset register for annual maintenance such as depreciation,
impairments and other value based adjustments. The items would be recorded as assets, but fully
depreciated in the first year of purchase. The items are generally used both in the office and the home
and thus control needs to be established to reduce the probability of items being taken home for
personal use.

In the accounting records of the municipality, the assets would be purchased directly against operational
expenditure based on the requirements of mSCOA. This is more practical as the full impact of the
purchase must be accounted for against the expenditure rather than to retain the costs of the items
within the capital maintenance system. This process is followed to ensure depreciation is not accelerated
and to ensure that the asset register agrees to capital acquisitions on an annual basis.

Characteristics of asset type
These are items that are used on a daily basis. In fact, the items are used to frequently, that the frequent
use is the determining factor in establishing the useful lives of the assets. These items might be designed
to be durable, but the usage thereof results in rapid wear and tear. ltems such as chairs, printers,
microwaves, drills, angle grinders etc. are used so frequently, that their values are diminished after the
first & months of use.
AND
The items are narmally sold in bulk at auctions as bidders will not be interested in buying single items as
the unit price too low to justify single sales. Often the items prices are based on the value of the
components (e.g. copper or scrap metal price) rather than the resale value of the items.
BUT
Some items that falls within this category, are exceptions to the rule as their value lies in an extended
use, despite the diminished return on purchase price after the first use. The items specifically excluded
from the listing are:

o [tems purchased through means of a finance lease contract (example multi-function printers)

o Computer towers or laptops as their lifespans can easily be extended through refurbishing the

assets at a fraction of their original cost
o Industrial or heavy duty tools or equipment that are designed to last for longer

The approved listing of items that fall in this category is listed in annexure 2.
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For ease of reference, examples of items that fall within this category:
e Al chairs except stackable plastic chairs
¢ Tables that are being used by multiple users (public and internal} (e.g. training tables, library
tables, visitors’ tables, community halls eic.)
¢ Medium sized kitchen equipment such as microwaves, urn's, hydro hoil systems

Expianatory comments on the characteristics:

» Desks are used every day, but the usage of a desk does not automatically reduce the value of
the desk. Thus a desk does not Tall within this category.

e Various powar tools would aiso fall within this category. Industrial sized power tools will be
excluded.

e Despite judgement that needs o be applied, the general consensus by an informed member of
public should also come to the same conclusion as to the treatment of the item. Classification of
items as control items or fully capitalised assets should not be based onh budgetary
requirements, but rather on the nature of the item and the municipality’s intended use or the
manner in which the municipality aims to control the item.

3} Nems of capital nature affixed to buildings

When these items are purchased, the purpose i to enable or increase the productivity of the users,
rather than to increase the value of the buildings that the items would be affixed to. Despite its purpose,
the items are often deemed 10 increase the vaiue of the buildings that it is affixed to as it is considerad
an investment in the building.

When a sales agreement are entered into, the fixtures must be retained to the building, unless otherwise
stated. Fixtures are however, often a hindrance to many potentiat buyers and considered a burden rather
than an additional value added to the building. More often than not, items such as air-conditioners need
to be completely replaced, and buil-in cupboards, shelving are not in the correct location as per the
intention of any potential owners. The municipality has opted to classify and fittings as repairs and
mairtenance o the buildings, as new fixtures could ‘only allow the buildings vaiue to be reinstated
{example carpets being replaced) rather than increase the value of the buildings. Fixtures are capitalised
as part of the initial cost of a new building, all cost thereafter is treated as maintenance

When the fixtures added to the building is considered against the vaiue of the building, the fixtures are
often incansequential (has no significant impact) to the value of the building as a whole and accordingly,
the capitalisation of fixtures are not considered of additional value,

Externat fixtures, such as fences, car ports, etc. are items that are not part of the building itself and thus
improve the value of the land, these items are for practical reasons capitalised against the buildings
(premises) as land is not depreciated and any external structures will incur wear and tear.

The approved listing of items that fall in this category is fisted in annexure 3.

For ease of reference, examples of items that fall within this category:
»  Whiteboards permanently affixed to walls

e Airgonditioners

& Shelving and cupbeards affixed to walls or ceiling

» Office partitioning {i.e. dividers used to split rooms) when these are bolted down.
» And stands or holders that are affixed to the property (e.g. projector fittings)
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Decision Tree

Expensed and not Barcoded, but fully . .
% : ; Fixtures and fittings
EE depreciated in year 1

The value drops as soonas it is used
for a short period but it will last

Normally expected to last less 12 Itams that cannot be moved

months | without dismantling
onger than a year
Municipality will buy the same item Auctioned in bulk and not Costs of item is insignificant to the
several time a year individually value of the building it is affixed to

Except external fittings that are
capitalised (e.g. fences or car ports)

You will borrow it without paper
work

Except laptops and computers
All items not falling in the above categories, would be considered assets and would be included in the
asset register.

Materiality

The full cost price of all assets that would not be included in the AFS as at 1 April 2016 was extracted and
compared to materiality. The accumulative cost of all these assets listed in annexures 1-3 amounted to
less 30% of materiality and thus accepted as reasonable. Materiality was based on the 2015 bhalance for
Property, plant and equipment as utilised by the auditors during the audit of 2014/15. Annually the
assets with that fall within this category will be extracted and compared to the prior year’s materiality to
ensure that the threshold application does not result in any material deviation from the standards of
GRAP.

Page 28



OVERSTRAND MUNICIPALITY -~ ASSET MANAGEMENT POLICY

;%Pm

Amnexure 1: Rerns consumed within 22 months

The following list of items is approved to only be purchased via the operational vote for expenditure and

these items will not be harcoded:

Description Description
Bait pump Hand drill
Banners Headphones
Bar and fool stools Heaters
Batteries Jump starters
Beds and mattresses Kettles
Bedside furniture Label printing eguipment
Bins (Al Laser distance Meter
Boxes - money, tender, CV's et¢ Laser Presentation Remote
Buddy drawers Letter Opaner
Calculators Lifting Bag
CD Racks Link Stick

Chairs {Plastic stackahle)

Measuring wheels, tapes

Chargers except industriat

Modems

Clipboards

Paper trays

Brip torch

Poot brooms, brushers

Extension leads

Pots and pans

External hard drives Protective Clothing
Fans Soldering bolt

Fire extinguishers Stand pipe

First akd and medic Kits Tagolbox incl. 1a0ls
Flashlight, torch Wind mater

Foam branch Wrench
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Annexure Z: ltems barcoded, but bought through assets befow threshoft hudget vote

The following list of items is approved to only be purchased via the assets pelow threshold vote, The items

must be barcoded and verified annually:

Deseription Description

Air gun Haot plate/tray
Alcohol Tester Jack trolley

Angie grinder ligsaw

Audio and video recorders Ladders (All}
Benches (All) Lamps

Bincculars Lighting System
Blood Pressure Monitor Litter tester
Cameras Lockers

Case: Mayars chains Mega phone

Cash Drawer, ragister Microphone

Cell Phone Microscope
Chairs and Couches (All, except plastic stackable) Microwave
Charger - industrial Mitre Saw
Circular Saw Mobile Dash Light
Coffin Hoist Maonitors
Colorimeter Nail Gun

Cordliess microphones Nozzle

Cut-off Saw Ottoman

Decoder Packaging Roller
Docking Station PH Meter

Drawing board Pianc Chair

Dril} set Pipe Binder

DVD, Tape Players Palisher

Electric Spray Gun Funch Heavy Duty
Electrical saw Radio - for communication
Electrical Screw Driver Refracto Meter
Examination table Rotary saw

Fiip charts Sander Machine
FM/AM Radio Scale

Gas Burners (1 or 2 plate) Scanner
Gateways, incl. routers, fire wails, proxies Siyen

Gavel Speaker

Gazebo Spectra Photometer
Glue Gun Spine board
Grease gun Spat Light

Grease pump Spray trolley
Grilier Stands (All)
Guillotine Stapler Heavy Duty
Hand Control Divider Stretcher

Heat gun Turbidi meter
Hose Washer Typewriter
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Description

Description

Table (Foldable - steel)

urn

Table (Learner/Training)

Vacuums cleaner

Table (Wooden / plastic in community hails)

Vice grip - steel (heavy duty)

Telephone Water cooler/dispenser
Tester battery car Winch and winch bracket
Timing Light Wood Chipper

Tripods {All) Wood Stage

Trolleys (Alf)
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Annexure 3: ltems considered furniture and fitting and traated as mwintenance of existing buildings

The following kist of iterns is approved to only be purchased via the maintenance votes as the items are
mounted to a building:

Description - Description

Air conditioner Key cabinet

Boards (All} Pigeonhole With Credenza
Bookcase holted to floor or wall Projector Screen

Clocking devices Safe

Cupboard - built in Screen

Divider Stand Shelving, wood and steel
Extractor fan Strobe Lights

Flagpole Work station divider

let master
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PURPOSE

The purpose of this pdlicy is to set out general rules for the payment of subsistence and
travelling allowances or costs for the attendance of approved evenis outside the
municipal area of Overstrand.

OBJECTIVES OF THE POLICY

The chjectives of this policy are Jas follows] to:

2.1 Ensure that municipal employees and Councillors adhere to procedures when
arranging for travel, lodging, meals and other axpenses,

2.2 Ensure that municipal employees and Councillors are reimbursed for reasonable
expenses incurred for travel, conferences, meetings and meals as a result of
conducting authorized municipat business,

2.3 Ensure that payments made by the municipality are for the actual and necessary
expenses incurred for municipal business in adherence with National Treasury's
prescribed Cost Containment Measures; and

2.4 Ensure that municipal employees and Councitiors will receive reimbursements in a
timely manner.

LEGISLATIVE FRAMEWORK

This policy is developed and guided by the following:
3.1 South African Revenue Services (SARS) Interpretation Nofices & other Notices;

3.2 Local Government: Municipal Finance Management Act, 2003 {Act No. 56 of
2003) (MFMA); \

3.3 South African Local Government Association (SALGA); .

3.4 Remuneration of Public Office Bearers Act, 1998 (Act No. 20 of 1998);
3.5 Income Tax Act, 1962 (Act No. 58 of 1962);

3.6 RSA Department of National Treasury: National Travel Policy; and

3.7 RSA Department of National Treasury: Cost Conlainment Measures related to
Travel and Subsistence.

This Policy must be read in conjunction with any of the Municipality’s approved related
policies, practices and standard operating procedures addressing specific issues
essential for a full understanding of this Policy and which are not deait with adequately
herein.

SCOPE OF APPLICATION

This Pdlicy is applicable {o —
4.1 al Counciliors of the Overstrand Municipality, and
4.2 all officials of the Overstrand Municipality,

travelling on official business and as such are formal travellers of the Overstrand
Municipality.




IMPORTANT - No payments will be made o applicants for employment interviews in
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terms of the scope of this policy.

DEFINITIONS

For the purpose of this policy, except where clearly indicated otherwise, the words and

expressions sef out below have the following meaning:-

a.p’l
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“Accommodation” The rental of lodging facilities while away from the traveller's place
of residence while on authotized official duty.

“Accounting Officer” The person appointed by the Council as Municipal Manager in terms
of section 82 of the Municipal Structures Act, 1988 (Act 117 of 1998)
and as defined in the Municipal Finance Management Act, 2003 {Act
56 of 2003), including any person acling in that position or {o whom
authority is delegated.

“Air Travel” Travel by airling on official duty.

“Car Rental” The rental of a vehicle for a short period of time by a traveller for
official purpases.

"Chisf Financial Officer” The persen appointed in terms of section 80(2)(a) of the MFMA and
includes any person acting in that pasition or to whom authority is
delegated.

‘Council’ The Overstrand municipal council, as referred to in section 157 of
the Constitution of the Republic of South Africa, 1996, and section
18 (3} of the Municipal Structures Act, 1998 {Act 117 of 1998).

"Councifior’ A member of the Overstrand Municipal Council,

‘Day’ A completed period of twenty-four hours away from normal place of

domicile and employment of official business of the Municipality.

“Domestic Travel”

Travel within the boundaries of the Republic of South Africa.

*Execufive Management
Team”

Officials appointed in terms of Section 82 of the Local Government
Structures Act, 1998 (Act 117 of 1998) {Structures Act} and section
56 of the Local Government Municipal Systems Act, 2000 (Act 32 of
2000),

“Executive Mayor

The Executive Mayor of the Overstrand Municipality elected in terms
of section 55 of Municipal Structures Act, 1998 (Act 117 of 1998)
and shall include any persen acting in that position.

“Director”

An official appointed by the Council in terms of section 56 of the
Municipal Systems Act, 2000 {(Act 32 of 2000) to head a Directorate
of the municipality and shall inciude any person acting in that

position.

The person or institution who has extended an invitation o the
Municipality to delegate 2 Councilior and { or an Official o attend an
event which is regarded as official business.

“Incidentals”

Any minor expenses normally associated with business fravel,

“International Travel”

Travel to a location beyond the territorial boundaries of the Republic
of South Africa.

*Municipality”

Qverstrand Municipality, established in terms of sections 12 and 14
of the Structures Act.
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“Cfficial” A person employed by the Municipality.

|
“he
|

“QOfficial Business” For the purposes of this policy refers to the attendance by
Councillors and / or Officials of congresses, conferances, seminars,
fraining, meetings, workshops, roadshows, efc, related fo the duties

-and functions of the Municipality, subject therstc that such
attendance has been duly authorised in terms of the delegated

authority.

"Place of Work” The place where the principal duties of the Councillor or Official are
performed.

"Travelier’ Any councillor or official fravelling away from his or her normal place

of domicile and employment on the official business of the
Overstrand Municipality,

[Partial] 'Sponsored Trip” A trip where the total cost, or a portion [of the total cost] thereof is
spansored by [a donor] another organisation or third party other
than the Municipality. (For the purposes of this policy such
proportion of the tofal cost of the trip {to] must be included in the
application forms).

“‘Subsistence aflowance” [A subsistence allowance is] An amount of money paid by the
Municipality fo a traveller for expenditura incurred in respect of
personal subsistence and incidental costs (for example
refreshments, snacks, drinks and newspapers but excludes any
personal recreation such as visits fo a cinema, theatre, nightclubs or
sight-seeing). '

“Travel Allowance” [A travel allowance is] An amount paid to [an employee] a
travelier for the use of his or her own private motor vehicie in
respect of travelling expenses for business purpose.

“Traveller” Any_Councillor or Official travelling away from his or her normal
place of domicile and employment on official business of the

6 AUTHORISATION

6.1 For purposes of implementing this policy:

6.1.1  Only the Municipal Manager may authorize any iravel to be undertaken
by Directors, provided the expenses to be incurred are on the approved
budget of the relevant department. [Claims by other officials to be
authorized by the Directors concerned.]

6.1.2 Only the Executive Mayor may authorize any travel to be undertaken by
Holders of Public Office and the Municipal Manager, provided the
expenses to be incurred are on the approved budget of the municipality.

6.1.3  Only Directors may authorize any travel to be undertaken by employees
in the respective Directorate, provided the expenses o be incurred are on
the approved budget of the municipality.

6.2 Authorization as per paragraph 6.1[.1, 6.1.2 and 86.1.3,] must be obtained prior to
an occasion by any traveller who travels on the business of the municipality.

6.3 An invitation to attend a workshop, meeting or related event is not an automatic
aythorization to aftend such workshop or event. The required autherization must
stil be obtained from the Municipal Manager or Executive Mayar or Director as the

5
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case may bhe.

No Councillor and / or Official of the Overstrand Municipality may go on any official
business travel without the prior authorization as provided for in paragraph 6.1
above.

GENERAL

7.1

7.2

7.3

7.4

7.5

7.6

7.7

Municipal delegates or travellers to any conference, workshop or meeting must
ensure that they amive on time and attend until the conclusion of such event. If
any traveller fails fo do so, the Executive Mayor, the Municipal Manager or
Director, as the case may be, may recover all allowances and disbursements paid
to enable such delegate or traveller to attend such event, provided that such
delegate or traveller is afforded the opportunity to submit reasons for not being
able to be present from the commencement o conclusion of such event.

The contents of this policy will not be regarded as conditions of employment but
as a re-imbursement for travelling and subsistence expenditure incurred or
deemed to be incurred for the attendance of events for official purposes.

[The Municipal Manager and any councillor must have the approval of the
Executive Mayor or hisfher delegate for the attendance of events for which
compensation is ciaimed. Any staff member must have the approval of the
Director or his/her delegate and any Director must have the approval of the
Municipal Manager or hisfher delegate for the atiendance of events for
which compensation is claimed. Claims are only payable if sufficient
provision is made for it on the budget.] Travellers should plan cfficial travel in
advance. They should obtain approval and make a booking / reservation at least
seven (7) working davys prior to departure for domestic travel and fourteen (14)
working days prior te international travel.

Accommodation, flights and vehicle rental arrangements will be based on the most
cost effective option in relation to the proximity of the venue, traffic, availability and
other cost factors. o '

All efforts should be made to minimize the cosis for the municipalily i.e. by
travelling together in one vehicle, minimizing overnight stay where possible, etc:

7.5.1 Delegations fo the same event, conference, consultation or meeting may
only exceed three (3) employees or persons appointed on grounds of
policy considerations if approved in advance by the Accounting Officer.

7.5.2 Where [several employees] multiple travellers attend approved events,
inclusive of meetings, they must make arrangements for up to four (4}
people to travel together in one vehicle.

7.5.3  Any deviaticn from paragraph 7.3.2 must be approved in writing by the
Director / Municipal Manager / Executive Mayor as the case may be, prior
fo the date of departure, based on valid reasons as motivated in a
submission.

7.5.4  The most cost-effective mode of transport should be used at all times,
domestically and internationally.

In the event that the traveller must attend an early morning meeting, in a distant
location within South Africa, consideration could be qiven to allow the travelling io
take place a day before the event, subiect to the approval of such travel by the

Accounting Officer in terms of the delegated auihority to do so.
in the event of payments made by officials for traveling and accommodation,

refunds will only be made on condition that the expense was pre-approved in
3]
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accordance with the stipulations of this policy and that all aspects of this policy
have been complied with.

7.8 A claim for subsistence and travelling cannot be made at the municipality as weil
as another institution for attending the same event. Such action shall lead to
disciplinary action.

7.9 Any claim must be submitted on the officiai claim form with the necessary
vouchers where specific expenses are claimed.

7.10 Sufficient documentation must be attached to the application for the trip e.g.,
official invitation, agenda or programme, itinerary, details of sponsor and amount,
etc.

7.11 Any claim containing false information will lead to disciplinary steps being
instituted and payments thus made may be recovered from any money payable by
the municipality to the person who submitted the claim.

7.12 In the event of a traveller combining personal travelling either prior fo or_after a
business trip. it must nof lead_io addiliohal expenditure for the Municipality or
impair on the work performance of the traveller. NO costs incurred during the
personal trip will be for the account of the Municipality.

7.13 The Municipality distances itself from any privale reservations made by the
traveller. The arrangement is sclely between the traveller and the relevant service
provider. Thus, the processing of related payments through the Municipality's
official payment system will not be allowed.

7.14 The travelier must safeguard Municipal information and assets while travelling and
must avoid compromising that security.

7.15 The traveller should maintain personal travel documenis such as a passport. The
cost for obtaining such travel documents is for the traveller's own accourit.

8 EXCLUSIONS

The following expenses shall explicitly not be covered by the Municipality:

8.1 Any expenses covered by a host extending an invitation;

8.2 Alcoholic beverages:

8.3 Expenses of a personal nature, such as privaie telephone calls and personal
recreation such as visits to g cinema, theatre, nightelub or sighi-seeing;

8.4 Ininstances where costs are incurred in enterfaining external business associates,
contacts, clients or potential investors:

8.41 Where the Official receives an entertainment allowance, the costs must
be claimed against such entertainment allowance; and

8.4.2 All expenses shall fall outside the scope of this policy and specific written
approval must be obiained from the Municipal Manager for any such
expenditure prior to submission as 1o the nature and estimated cost of the
expenditure to be incurred together with a reason{s) why such cosls
needs to bea incurred.

9 [USE OF AIRLINES] AIR TRAVEL — Domestic and International

9.1 [The National Treasury, on behalf of all three spheres of government, has
negotiated improved upfront discounts for flights. Therefore municipalities
have been requested te utilize these agreements to assist in their respective

7
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9.2

9.3

9.4

9.5

9.6

9.7

0.8

cost containment measures,] The Municipality must, as far as possible, make
use of the improved upfront discounted flights which the National Treasury has
negotiated on behalf of all three spheres of government, unless lower air travel

rates can be negotiaied.

For domestic trips both major and low-cost airlines may be utilized. All travellers
should use discounted econormy class (best fare on the day) where possible. In

the event where discounted economy class tickets are not _available, special

authorization as provided for in paragraph 6.1 must be obtain {o boeok full economy
lickets.

Business class fickets may be considered for domestic and international trips
under the following scenarios, including amongst cthers:

9,3.1 Travellers with special needs based on medical grounds {e.q. deep vein
thrombosis, varicose veins, recent surgery _and pregnancy). In these
instances, a medical certificate _nofing _the medical need and the
applicable period of time must be provided. If it is a long-term condition,
an updated doctor's certificate should be presented on an annual basis fo
confirm that the condifion still exists;

0.3.2  Where economy class tickets are not available, travellers are not allowed
to book business class tickels unless otherwise approved in ferms of
paragraph 6.1, where it has been confirmed that the permitted airline
class was full and no other applicable flights are available;

0.3.3 Disabled persons can be accommodated in business class upon receipt
of approval provided for in paragraph 6.1. :

For domeslic trips preference will be given to airlines which operate direct flights
between Cape Town and the end destination.

For international trips all major airlines may be utilized where the most economical
airine is chosen on quotation basis. -

For international trips the comparison of more expensive direct flights from Cape
Town versus cheaper indirect flights should always be performed. When choosing
a flight, consideration should aiso be given to the traveller's ability to function
optimally when arriving at their destination, especially when fravelling across time
Zones.

For special trips requiring the use of helicopters or chartered aircrafts, special
authorization by the Executive Mayor or Municipal Manager or their delegated
norninees is required

Amendments to Air tickets:

9.8.1  Travellers should limit the number of amendments to air tickets as far as
possible;

982 The costs associated with amendments is subiect to the rules of the
particular ticket and can include penalty fees;

8.8.3 The costs incurred as a resuft of amendmenis requested by t the travellsr
for his / her convenience or lack of planning will be for the traveliers
personal account;

0.8.4 The costs of amendments as a result of revised business requirements or
any other circumstances cutside the traveller's control wili be incurred by
the relgvant line department.
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9.9 Bagaadge Allowance:

8.9.1 The fraveller must acquaint him- or herself with the bagaage policy of the
airline that he / she will be travelling on. The baggage policy provide
information on_the prescribed baggage allowance and the cost for
baqgage in instances where the airline charges separately for baggage:

9.9.2 Based on the class of travel, the airline will prescribe the specific number
of pieces of luggage that will be allowed as well as the weight and size

per piece;
993 The reimbursement for any excess baggage is subject to the traveller

approval for exceeding the baggage allowance due to_valid_business
reasons, prior to the trip.

9.10 [In all cases, the most economical airfare shall be paid for all members of
the Council and for officials of the municipality who travel by air abroad and
within the boundaries of South Africa to the airport closest to the authorised
destination, plus the relevant shuttie service, first class rail, motor coach or
boat fare, or any reascnable combination thereof necessary to complete the
journey to the said destination; provided that, in the case of all members of
the Council and all Municipal officials, where there are:]

9.10.1 [Time constraints and/or when economy class flights are not
available, business class may be authorised by the Executive Mayor
or Municipal Manager or their nominees.]

9.10.2 [Physical and / or medical reasons (supported by the submission of
a letter from a registered medical practitioner) why a member of
council or an official may not travel in economy class, the Executive
Mayor or Municipal Manager or their nominees may authorize travel
by means of business class.]

10 [DOMESTIC TRAVEL, SUBSISTENCE AND] ACCOMMODATION AND MEALS -
Domestic and International - '

When travelling fo a destination outside the boundaries of the Overstrand Municipality in
circumstances requiring absence from the office for longer than 24 hours, the following
may be utilised and claimed (the time of departure from residence or office up until the
time of arrival back at residence or office shall be used for purposes of calculating the
length of absence):

10.1 Accommodation

10.1.1 The National Treasury, on behalf of all three spheres of government, has
negotiated improved upfront discounted accommodation rates. Therefore
municipalities have been requested to utilize these agreementis to assist
in their respective cost containment measures, unless other service
providers that offer lower rates can be utilized.

10.1.2 Travellers who travel on the business of the municipality, where the
business unavoidably entails one or more nights to be spent away from
home, may stay in a hotel, mote!, guesthouse or bed and breakfast
establishment:

a) [Where employees attend approved events, inclusive of
meetings, one or more nights tc be spent away from home will
only be allowed in instances] Where the distance to and from the
venue in total, exceeds {250] 500 kilometers;

b) Any deviation from paragraph (a) must be motivated in writing by the
9
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employee and must be approved in writing by the Municipal Manager,
pricr to any reservations being made, and prior to the date of
departure, based on valid reasons.

10.1.3 The actual cost of accommodation will be borne by the municipality,
subject to @ maximum of 4-star rating for the accommodation ifself in
raspect of domestic travel. Where such accommodation is available, the
rate for a single room will be payable.

10.1.4 If no such accommodation is available, higher rating accommoedation can
be used subject to the prior written approval of the Munigipal Manager
or the Executive Mayor, as applicable.

10.1.5 If a traveller stays with a relative or friend, no accommodation
[allowance] expense may be claimed, but the traveller may claim a
subsistence allowance per day as per par. 12.1.2(b) of this policy.

10.1.6 The location of the accommodation should not be more than 20 km from
the venue of the event, unless prior written approval is obtained from the
Municipal Manager or Executive Mayor.

10.1.7 Where advance paymenis have to made to the establishment based on
“‘pro-forma” invoices in order to secure the reservation, it is the
responsitility of the traveling officiai(s) / councillor(s} to obtain the valid
Tax Invoice from the establishment on or before departure and to submit
it fo the Creditor Section within 7 working days of returning from the
event.

10.2 Meal Expenses — Domestic Trips

10.2.1 Travellers will not be entitled to be reimbursed for {a) meals{s} and / or
incidental expenses within_the area of |jurisdiction of the Qverstrand

Municipaiity.

10.2.2 Where the cost of meals have not been included in the cost of overnight
accommodation, receipis for the meals for domestic trips paid for by the
traveller must be kept and attached to the claim form. The maximum
amount allowable per meal is:

a) Breakfast = R80-00;
¢) Dinner = R150-00.
10.3 Meal Expenses ~ International Trips

10.3.1 These meals will be covered in terms of the SARS rates applicable to the
country being visited.

10.4 No-Shows and Cancellations

10
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10.4.2

10.4.3

10.4.4

10.4.5

145

It is the responsibility of the traveller to noiify the accommodation
establishment of any cancellations of reserved accommaodation as soon
as he / she becomes aware of the fact.

Each asccommodation establishment has different conditions / rules in
terms of cancellations. Last-minute canceilations _may result in the
payment of a cancellation fee. The fraveller must familiarize him- / herself
with the cancellation policy of the specific establishment.

The traveller should inform the accommodation establishment if he / she
expects to be arriving later than the expected arrival time to ensure that
the reservation is not cancelled or a cancellation fee is charged.

If the traveller does not check in at the accommodation establishment
without any prior nofification any no-show cost ¢charged is regarded as
fruitless and wasteful expenditure.

The traveller could be responsible for any fruitless expenditure incurred

due o a now-show or late cancellation where it was in his / her ébility o
cancel the booking on time.

11 USE OF VEHICLES

11.1 Hired Vehicles

11.1.1
11.1.2

11.1.3

11.1.4

11.1.5

11.1.6

11.1.7

11.1.8

11.1.9

Shall be applied for, quantified and paid for by the Municipality.

May only be obtained when the employee and / or Councillor is on official
municipal business where air travel was involved and other modes of
transport are not available, too costly or impractical.

Requires prior approval from the Responsible Official for employees and
the Executive Mayor f Speaker for Councillors.

May not be used for_private pUrposes or for travel from the municipal
offices. s '

Any fines, penalties_and administration fees payable as a result of the
contravention of any traffic rules and regulations while driving a hired
vehicle will be for the traveller's personal account and must be setiled
within thirty (30) days of receipt of the fine or penaity.

Only travellers with a valid South African driver's licence may hire
vehicles; where the traveller who hires a vehicle, is not in possession of
such licence, he or she may be held personally liable for all damages and
may be subject to disciplinary action by Council; the responsibility and
related costs of obtaining an international driving permit, where required,
rests with the traveller.

Only “A” or “B” category vehicles may be rented, unless # is more cost-
effective to hire a more sxpensive vehicle, for example, when the number
of representatives involved could justify the hire of a micro-bus, for
groups of & (five) or more travellers. The latter to be approved in
advance by the Executive Mayor or Municipal Manager, according to the
provisions as provided for in paragraph 6.1.

For physically handicapped travellers who are only able fo drive a
particular type of vehicle and those in possession of a drivers license
restricted to automatic vehicles, the most suitable vehicle may be
obtained.

Chauffeur driven vehicles may not be used. Employees and / or
1
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Councillors who are unable to drive must utilize either a shuitle service or
another mode of public transport.

11.1.10 The fraveller should book a rental vehicle for the period that is actually
required for officials business only as the car rental companies charge a
full daily rate for a 24-hour cycle or part thereof.

11.1.11 Eor_car rental inspections the traveller should verify and_complete_the
quality check card prior fo leaving the car renial premises, both on
coliection and return of the rental vehicle. The traveller must ensure that
all_scraiches, chips, dents, windscreen and cracks are marked on the
card and sighed off by the car rental attendant. Failure to complete tha
quality check card couid resuit in the traveller being held personally
responsible for any damages.

11.1.12 The traveller must take every reasonable precaution to safeguard a rental
or fleet vehicle against damage, theft or irregular use while driving it and
when it is parked.

11.1.13 The fraveller must ensure that the rental vehicle is returned within the
specified rental period as it can be regarded as siolen if the vehicle is not
returned in time without any notification to_the_gar rental company. The
traveller will be held responsible for the additional charges for the late

return of the vehicle, unless approved in terms of the provisions provided

for in paragraph 6.1 upon submiiting sound reason{s} by the traveller.

11.1.14 |f the travelier needs to exiend the rental period for official business
purposes. the traveller must obtain the required approval in terms of the
provisions provided for in_paragraph 6.1 _and inform the car rental
company accordingly.

11.1.16 If the traveller extends his / her stay for perscnal reascons, the charges
will be for the traveller's personal account. The car rental company must
be_informed of the arrangement and the car must be returned. The
travelier must enter info a_separate rental agreement for the period of
private travel for personal usage.

11.2 Private Vehicles

12
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11.2.1 The boundaries of the Overstrand Municipality shall be used to determine
payment for travel outside such boundaries by means of private transport
for officials who are in receipt of a fixed transportation allowance, or
where such an allowance has been faciored into the fotal cost of
employment package of the official concerned. In such cases, only the
applicable cost per kilometer will be paid as updated from time to time.
Should the destination of the trip be outside the boundaries of the
Municipality, the distance for the cost per kilometer will be measured from
place of residence or place of work, whichever is the nearest to the place
of the approved event.

11.2.2 Employees in receipt of a fixed transportation allowance, iravelling on
official municipal business within the boundaries of the Overstrand
Municipality but outside a radius of 15 km from their normal place of
work, will be reimbursed for such travelling at the prevailing AA-Running
Cost km tariff, calculated from their normal place of work.

11.2.3 Those employees who are not in receipt of a trave! allowance shall be
reimbursed according to the latest prescribed SARS km tariff {currently
[R3.55] R3.61/km), calculated from their place of work or residence,
which-ever is the nearest to the place of the approved event.

11.2.4 Those employees who are in receipt of an Essential User Transporiation
Allowance shall be reimbursed in accordance with the applicabls
Scheme. The travelling distance shall be calculated from their place of
residence.

11.2.5 Councillors using private transport outside the boundaries of the
Overstrand Municipality wili be reimbursed according to the guidelines
issued by the relevant National Department as updated from time to time.

11.2.6 A fraveller who uses private transport rather than air travel shall be paid
the lower of the following twa options: -

a) Cash equivalent of the avoided air ticket cost, which weuld have been
paid in the event of air travel being the most econcmical and practical
means of transport plus the cost of a hired vehicle to get o the
travelier's destinaticn; or

b) Actual cost per kilometer as determined according to the rate
applicable to the traveller,

on condition that such person may not claim subsistence costs for a
longer period than would have been applicabie in the case of air travel.

11.2.7 A claim submitted by a councillor or a municipal official, when travelling
outside the municipal area of the Overstrand with private transport on
official municipal affairs, will be considered for re-imbursement, subject to
the following conditions:

a) that the trip is for an approved official event;

b} that no other municipal transport was available to officials not in
receipt of a transportation allowance at the time of the fravel, as
confirmed with the Executive Mayor, reievant Director or Municipal
Manager;

¢} that the use of private transport is pre-approved by the Mayor, relevant
Director or Municipal Manager.

12 SUBSISTENCE ALLOWARNCE — Domestic and Internaticnal
13
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[9.2.1 Subsistence Ailowance
As per definition, Section 5 of this Policy.
9.2.2 Entitiement to a Subsistence Allowance]

12.1 Domestic Travel

12.1.1 A traveller may claim a daily subsistence allowance as provided for in this
policy with the understanding that all authorized personal expenses are
covered by the subsistence allowance. No further expenses, with the
exception of certain business expenses (see paragraph 13 below), may
be claimed.

12.1.2 A daily subsistence allowance will only be applicable where-

a) official business unavoidably entails one or more nights to be spent
away from home, a subsistence allowance as amended by SARS
from time to time (currently [R397] R416 per day) will apply in respect
of domestic travel; or

b) where the travelier will be on official business for a period exceeding
8 hours, without being away from home for one or more nights,
an allowance as amended by SARS from time to time {currently
[R122] R1i28 per day) will apply in respect of domestic travel;

¢) No daily subsistence allowance will be payable to representatives that
will be atlending courses, training or meetings where lunch will be
provided, but without being away from home for one or more nights.

12.1.3 A ftraveller of the municipality must obtain approval for his or her
subsistence allowance, as provided for in this policy, before embarking
on any official trip.

12.1.4 No subsistence allowance will be paid, and no travelier will be entitled to
a subsistence aliowance, if the trip or travel is riot related to the official
business of the municipality. All travel on business of the municipality
must be approved as such before a traveller is entitled to a subsistence
allowance.

[9.2.3 Claims for meals for official entertainment of guests by full-time
councillors and the executive management team are to be dealt with as
claims against the relevant “entertainment allowance” provision of the
relevant Cost Centre.]

[Where special circumstances exist which necessitate a deviation from the
above restrictions, the prior approval of the Executive Mayor or Municipal
Manager, as applicable, or their nominees are to be obtained.]

12.2 Internaticnal Travel

14
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12.2.1 When ftraveling in countries other than in South Africa on specially
authorised Municipal business, the expenses acfually incurred for
accommadation and official transport will be payable.

12.2.2 The daily subsistence allowance is to cover all meals, transport for
private use and other incidental costs, this subsistence allowance for
international travel will be in accordance with SARS Foreign Travel 1.1
List of Daily Maximum amount per Couniry, as amended by SARS from
time to time, available on the SARS website under Legal Counsel /

Secondary Legislation / iIncome Tax Notices as per the relevant year.

12,2.3 No additional claim in respect of such costs will therefore be paid, except
for entertainment by full-time Councillors or the Executive Management
Team, of official guests, clients, potential clients, investors or potential
investors which is to be dealt with as “entertainment allowance” claims.

MISCELLANEQUS EXPENSES — Domestic and International

13.1 Items that may be considered for approval, subject to_proof of payment being
provided. where expenditure is incurred within the boundaries of the Rapublic of
South Africa during a period of absence is as follows:-

13.1.1 Parking fees while travelling [ Subject to proof of payment being
provided];

13.1.2 Toll fees [: Subject to proof of payment being provided],
13.1.3 Bus/ Taxi fares [ Subject to proof of payment being provided].

13.2 ltems that may be considered for a'pproga_!._ where expenditure is incurred outside
the boundaries of the Republic of South_Africa during a pericd of absence are as
follows:- ' '

13.2.1 Reasonable Laundry costs;

13.2.2 Parking / Bus fares;
13.2.3 Transport costs te and from official meetings;

13.2.4 Visas (for the shortest available period);

13.2.5 Inoculations;
13.2.6 Specialized tours / entries to events related to the travelling;

13.2.7 Copying and printing of relevant decumentation.

SPONSORED TRIPS —~ Domestic and Infernational

[14.1 LOCAL SPONSORED TRIPS]

14.1 A trip shall be regarded as sponsored when the full / partial cost of the trip is borne
by an institution other than the Overstrand Municipality. Such sponsored
proportion of the total cost of the trip must be declared in the application for the
trip.

14.2 Travelling and Subsistence payable by the Overstrand Municipality will be
calculated as the difference between the amounts claimable per this policy less
the monetary value of the sponsored amounts.

[14.3 INTERNATIONAL SPONSORED TRIPS]
15
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[14.3.1 A trip shail be regarded as sponsored when the full / partial cost of
the trip is borne by an institution other than the Overstrand Municipaiity.
Such sponsored proportion of the total cost of the frip must be declarad in
the application for the trip.]

[14.3.2 Travelling and Subsistence payable by the Overstrand Municipality
will be ealculated as the difference between the amounts claimable per this
policy less the monetary value of the sponsored amounts.]

15 TRAVEL INSURANCE

15.1 Travellers, where the necessary fravel and special leave forms have been duly
authorised by the delegated official, will be insured by the municipality in terms of
its current approved policies, practices and standard operating procedures. The
insurance shall cover, inter alia, the following:

15.1.1 medical expenses and assistance services;

15.1.2 personal accident, including death and disability, as well as repatriation
and evacuation;

15.1.3 luggage;
18.1.4 travel documents; and
15.1.5 personal liahility.

15.1.68 [canceilation, curtailment, and default on traveli and
accommodation.]

15.2 Insurance cover is only for the peridd that the fraveiler is away from home or place
of work on a ftrip relating to municipal business.

15.3 Private vehicles and contents thereof will not be covered under this Policy.

15.4 Hired vehicles are automatically covered for both Supér Waiver Damagé and
Thetft by the vehicle renfal company.

16 GIFTS AND PROMOTIONAL GOODS

16.1 Where appropriate, the traveller may [give] offer gifts to their hosts.

16.2 The gifts in question shall be provided by the municipality, through the appropriate
department, in conjunction with the Department of Communication.

16.3 Suitable promotional and marketing products shall be supplied, on request, by the
appropriate department of the Municipality_in conjunction with the Bepariment of
Communication.

16.4 Gifts received by officials are subject to the guidelines as set out on the Gift Policy
for Officials.

168.5 Gifts received by Councillors should be declared o the Speaker.

17 [AUTHORITY] DEVIATION

Any deviation from this policy for whatsoever reason must be authorized by the
Municipal Manager.

16
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TRAVEL AND SUBSISTENCE ALLOWANCE CLAIM FORM

The official Travel and Subsistence Allowance claim form, as prescrived by Chief
Financial Officer must be used with regard to Travel and Subsistence Allowance
applications.

IMPLEMENTATION AND REVIEW PROCESS

This policy will come inte effect on 1 July 2018,

This policy will be reviewed at least annually or when required by way of a Council
resolution.

SHORT TITLE

This policy shall be called the Travel and Subsistence Policy of the Overstrand
Municipality.

SENIOR MANAGER: EXPENDITURE AND ASSET MANAGEMENT

30 MAY 2018

31 MAY 2097

25 MAY 2016

28 MAY 2015

28 MAY 2014

25 MAY 2013

30 MAY 2012

04 MAY 2011

26 MAY 2010

10 DECEMBER 2004
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1. INTRODUCTION
The accounting officer of a municipality is responsible for the management of the
expenditure of the municipality in an effective and controlled manner. This
includes Petty Cash, which is a small amount of funds that are minor in the form
of cash, used for expenditure where it is impractical fo obtain prior quotations due
to the nature of the goods, monitory value and / or services required.
Therefore the Overstrand Municipality adopts the following Petty Cash Policy.
2. OBJECTIVES OF THE POLICY
Compliance with the regulatory framework in terms of the relevant legislation is
required. The objectives of the policy are to ensure that:
a) Goods and / or services are procured by the municipality in accordance with
an authorised process only;
by The municipality has and maintains an effective Petty Cash system of
expenditure control;
c) Sufficieni Petty Cash is available when required; and
d) The items to be procured are approved Petty Cash items.
3. [REGULATORY] LEGISLATIVE FRAMEWORK
a) Local Government: Municipal Finance Management Act, No 56 of 2003
(MFMA) :
b} Overstrand Supply Chain Management Policy
4, DEFINITIONS
Accounting Officer: The person appointed by council in terms of section 54A2 of

the Local Government: Municipal Systems Act, No 32 of
2000, also known as the Municipal Manager, and defined in
terms of section 60 of the MFMA.

Chief Financial Officer: The person designated in terms of section 80(2)(a) of the

MFMA and includes any person acting in that position or to
whom authority is delegated.

Petty Cash: A relatively small amount of cash kept at hand for making

immediate payments for miscellaneous small expenses.

Petty Cash Float: The total sum of Petty Cash which has been granted fo a
Petty Cash Officer.
Petty Cash Officer: An employee, made responsible for the day-to-day operating

of the Petty Cash Float.
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Reconciiiation:

Sub-advances:

ls the process of comparing information, for example cash
spent, compared with the relevant documentation and
receipts.

A relatively small amount of cash made available by the
Petty Cash Officer on request to buy miscellanecus small
items.

5. RESPONSIBILITY AND ACCOUNTABILITY

The key responsibilities in terms of Section 65 of the MFMA are:

Accounting Officer {(Municipal Manager)-

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

5.2 The

accounting officer must for the purpose of paragraph 5.1 take all

reasonable steps to ensure:

(a)

(b)

(c)

(d)

that the municipality has and maintains an effective system of
expenditure control, including procedures for the approval,
authorisation, withdrawal and payment of funds;

that the municipality has and maintains a management, accounting and
information system which:

(i) recognises expenditure when it is incurred;

(i) accounts for creditors of the municipality; and

(iiy accounts for payments made by the municipality,

that the municipality has and maintains a system of internat control in
respect of creditors and payments;

that payments by the municipality are made:

(i} directly to the person to whom it is due uniess agreed otherwise
for reasons as may be prescribed; and

(i) 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 Municipal Manager may delegate authority to the Chief Financial Officer.

6. PETTY CASH POLICY

6.1 General Policy

(a)

The use of a petty cash float {a float may not exceed R5 000-00) is
strictly confined to individual cash purchases of up to a maximum
of R200-00. The Chief Financial QOfficer may approve petty cash
purchases up to R2000;

4



(b)

{c)

{d)

(e)

(f)
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The petty cash float is only to be used for non-recurring expenditure of
an ad-hoc nature with a maximum of 10 sub-advances per
Department per month; except in instances with the explicit pre-
approval of the Chief Financial Officer.

The expenditure with regard to pefty cash purchases shall not be
deliberately split inte more than one transaction to avoid the said
limit;

The petty cash float is not to be used for any of the following:

(iy  the cashing of cheques;

(i) loans to any person whatsoever,

(i) payment of personal remuneration to any person whatsoever,
whether for fees, salaries, wages, travel allowance as part of
remuneration, honorarium or other reason, uniess authorized by
the Chief Financial Officer;

(iv) for instalment invoices such as rental of equipment or open
orders, even if the amount falls within the specified limit;

{v) fuel; or

(vi) any purchase violating the true meaning of petty cash
transactions will be regarded as a deviation from the accepted
accounting practices in the use of Petly Cash and shall
constitute a serious offence under the Disciplinary Code, unless
authorized by the Chief Financial Officer;

Other cash floats may also be established for the purpose of providing
change for a cash register, or any other purpose approved by the Chief
Financial Officer. Use of such floats is resfricted to the purpose for
which they were established and does not form part of the scope of
this policy; and

The Accounting Officer, or delegated official, may conduct internal
audits to evaluate compliance with this policy.

6.2 Establishing and Operating a Petty Cash Float

(a)

(b)

{c)

To establish a new petty cash float or increase an existing advance, a
written application must be made to the Chief Financial Officer by the
relevant Manager of a department.

A request for the establishment of an advance will indicate the position
of a senior administrative employee to be held responsible for the
control over the petty cash float within the relevant department.

The senior administrative employee mentioned under paragraph 6.2(b}
wiil be responsible for the security and leave arrangement in place to
ensure safe custody of funds in the office,

The minimal security arrangement that will be acceptable is that the
float must be kept in a locked box which will be kept in a locked filing
cabinet or safe.

3
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{e) When an advance is approved, the Accountant: Creditors will advise

the relevant Department accordingly and request that the senior
administrative employee mentioned under paragraph 6.2(b) collect the
advance. This establishing/initial advance will be charged to a "Petty
Cash Advances — Position/Dept’ in the General Ledger and not
against any expenditure votes. A register of advances is thus
maintained per Ledger Account for the purpose of accounting for all
petty cash floats.

6.3 Security of Petty Cash Floats and Documentation

(a)

(b}

(c)

(d)

The cash on hand and used petty cash vouchers are to be kept in a
locked box for which there must be two keys. One key is to be retsined
by the petty cash officer {on his / her person) normally responsible for
the petty cash and the other to be kept by a senior administrative
employee mentioned under paragraph 6.2(b) in a sealed envelope in
the office safe or other secure place, to be used only in an emergency.

The locked petty cash box must be kept in a secure place when not in
use and must be removed and returned by the responsible staff
member only. At no stage must staff other than the responsible
administrative / clerical staff member have access te the storage place
of the petty cash box.

Under no circumstance are keys to be left in the lock o the petity cash
box, cabinet or safe.

if the responsible Pelty Cash Officer is. either going on leave or is
leaving the Municipality's employment, the Petty Cash Officer must
perform a reconciliation and compile a Summary Claim Cover Page,
before possession of Petty Cash, can be handed over,

The Summary Claim Cover Page must be signed by both the Petty
Cash Officer and the recipient in order to verify that the amount in cash
correspond with the balance on the Summary Claim Cover Page.

When the Petty Cash is returned to the Petty Cash official, the same
processes must he undertaken.

6.4 Completing a Cash Purchase Claim Form

(@)

(b)

Petty cash stationery is available from the Expenditure Seciion
(Financial Services). The form consists of two parts:
(i) Cash Purchase Claim page
(i} Cash Purchase Record page
(i) Receipt for cash advance (Only when appropriate, refer
paragraph on Advances).

All details entered on the Cash Purchase Claim must appear on the
Cash Purchase record page.

6
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(c)

(e)
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The Cash Purchase Claim must be compieted as follows:
(i) description and cost of the goods/services purchased
(i) purchaser's name in print and signature
(iif) correct vote- or unigue / short number with an adequate budgst
to be charged
(iv) signature of the Officer in Charge of Petty Cash.

Original receipts and other valid documentation as required must be
attached as proof of payment with the signature of an appropriate
financial delegate on this documentation. The receipt and invoice must
be in a formal business format. [Receipts must set forth the
complete description of the purchase.] When a vendor's printed
invoice is used as a receipt, the invoice must clearly indicate that it has
been paid.

A financial delegate cannot authorise a cash purchase claim where he
or she is the purchaser.

Sub-Advances to Staff Members

(@)

(b)

{c)

(e)

If it is necessary t0 make an initiat sub-advance to a staff member, a
receipt for cash advance must be completed. The receipt for cash
advance form must be completed as foilows:

(i) description and estimated cost of the goods/services purchased

(i} purchaser's name in print and signature;

(i) correct vote- or unigue / short number with an adequate budget

to be charged;
(iv) signature of the Petty Cash Officer.

In order to receive an initial sub-advance, the relevant staif member
must submit an approval notice (authorized by a delegated official) to
the Petty Cash Officer.

On completion of the purchase, the recording-, documentation- and
authorization requirements will be as stated in paragraph 6.4.

All such sub-advances [will]] mugt be accounted for within 24
hours, by submitting original receipts and other applicable
documentation required, attached as proof of payment (with the
approval signature on the documentation). Where this cannot be
achieved, the buyer will be liable to pay back the advance without any
delay or if not possible, such advance to be deducted from the
individual’'s salary and of which the individual agrees in writing to the
deduction when completing the receipt for cash advance form.

No more than one advance will be made to any one individual at a
time.
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6.6 Out-of-Pocket Payments

6.7

(a)

(b)

(c)

Where a staff member has made a purchase from own funds and
seeks reimbursement from the petty cash, supporting documentation
must be provided to substantiate the claim which must be submitted
within 10 working days from date of incurring the expense.

The responsibility to ensure that the purchase will be in accordance
with all the prescriptions of this policy will be the sole responsibility of
the purchaser of such item(s).

The recording-, documentation- and authorization requirements will be
as stated in paragraph 8.4 above.

Reimbursement of Petty Cash Floats

(a)

(b)

(c)

(d)

(f)

(g)

A petty cash float is operated on the basis that expenditure from the
float is periodically reimbursed. Such reimbursement requires-
(i) returning the cash level of the petty cash float to its original leval,
and;
(i) charging the expenditure which has been made to the correct
expenditure vote.

Accordingly, at any point of time, the sum of the cash on hand, i.e.
remaining unspent, plus the cash advances for un-finalised purchases,
plus the completed cash purchase claim forms, updated on the
Summary Cash Purchase Claim form, shall equal the level of the petty
cash advanced to a Department.

Completed Cash Purchase Claim forms, with attached cash register
slips, etc.,, must be submitted to the Expenditure Section for
reimbursement after the Summary Claim Cover Page and attached
documentation have been authorised by a financial delegate.

Reimbursement of claims where supporting documentation as
prescribed in this policy is absent / missing, must he deciined.

The prescribed Summary Cash Purchase Claim Form as well as other
relevant forms attached to it must be completed in full.

The most recently completed Cash Purchase Claim Form must record
the reconciliation of the petty cash fioat. The Accountant: Creditors will
decline reimbursement of claims where this is not supplied.

A petty cash float must never be reimbursed with funds derived from
any other source whatsoever.
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6.8 Shortages and losses

(a) The holder of the Petty Cash float will be held accountable for any
shortages and / or losses unless there is physical evidence of breaking
in and no act or omission on the part of the relevant official contributed
to the loss.

{b) Any shortages in respect of a petty cash float must be reimbursed
immediately by the responsible petty cash officer.

{c) Where a petty cash float is stolen the incident must be promptly
reported fo the Chief Financial Officer in the required format and a
case be logged at the South African Police Services.

6.9 Internal Controls

(a) Random surprise Petty Cash counis / audits must be conducied by the
relevant Manager / Senior Manager throughout the financial year.

[(b} Petty Cash Fioat reimbursement requests must be
summarized into a monthly report to the Chief Financial Officer,
including the total amount of Petty Cash purchases for that
month.]

(b) Petty Cash reconciliations to the General Ledger must be reconciled
and replenished before 30 June of every year (financial year-end).

6.10 Procedure where a Petty Cash Float is Repaid / Cancelled
When an advance is no longer required, a depar{m'ental memorandum must
be submitted, signed by the Manager of the relevant Department, to the
Accountant; Creditors, with the balance of cash on hand and completed and
authorized Cash Purchase Claim forms. The maost recently completed Cash
Purchase Claim form will record the reconciliation of the petty cash float.
The Cashier must issue a receipt to the persen delivering the cash.
7. IMPLEMENTATION AND REVIEW PROCESS

This policy will come into effect on 1 July 20186,

This policy will be reviewed at least annually or when required by way of a
Council resolution.

8. SHORT TITLE

This policy shall be called the Petty Cash Policy of the Overstrand Municipality.
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PURPOSE

The purpose of the pclicy is to regulate the date on which Councillors and
Employees of the Overstrand Municipality will receive their rernuneration and / or
allowances.

OBJECTIVES OF THE POLICY

The objectives of this Policy are fo:-

a) Establish a consistent payment routine for the payment of remuneration and /
or allowances; and

h) Provide information as to when remuneration and / or allowances wiit be paid.

LEGISLATIVE FRAMEWORK

This Policy must be read in conjunction with the:-

a) Remuneration of Public Office Bearers Act (Act 20 of 1998, as amended),
b) Basic Conditions of Employment Act {Act 75 of 1897, as amended); and
¢) Organisational Rights Collective Agreement (as amended)

SCOPE OF THE POLICY

This Policy applies to alk:-

a) Councillors;

b) Permaneni employees;

¢) Contractual employees;

d) Temporary employees; and
e) Seasonal workers.

POLICY PRINCIPLES

5.1 Councillors and Permanent empioyees
a) For newly elected Councillers and newly appoinied permanent
employees, payday for the first month will be on the last working day
of the month;
b)  Thereafter, payday will be on the 25™ day of each month, or the last
working day before the 25" should the 25™ day of the month fall on

a:-
® Saturday;

e  Sunday

s Monday;

° Public Holiday; or

o Day after a public holiday.

c) For the month of December in every year, payday will be three (3)
working days before the 25"™ with the exception of circumstances as
set out in paragraphs 5.1(a), 5.1(b) and 5.1(d).

d) For outgoing Councillors and resigning / dismissed / refiring
permanent employees, payday for the last month will be on the last
working day of the month, but ng later than 7 working days after the
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last day on which work was performed if not exiting on the last
working day.

5.2 Contractual employees
Payday for Contractual employees will be on the last working day of every
month, but no later than 7 working days after the last day on which work
was performed.

5.3 Temporary employees and Seasonal workers
Temporary employees and Seasonal Workers will, as far as possible, be
paid on a weekly, fortnightly or monthly basis, as specified in their
appointment letters, within 7 working days after the last day on which work
was performed as per their timesheets.

IMPLEMENTATION AND REVIEW PROCESS
This policy will come into effect on 1 July 2018;

This policy will be reviewed at least annually or when required by way of a
Council resolution.

SHORT TITLE

This policy shall be called the Payday Policy of the Overstrand Municipality.

SENIOR MANAGER: EXPENDITURE AND ASSET MANAGEMENT

30 MAY 2018

I 31 MAY 2017

25 MAY 2016

28 MAY 2015

28 MAY 2014

28 Novembar 2000 (Resolution)
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MUNICIPAL SUPPLY CHAIN MANAGEMENT REGULATIONS, NOTICE 868 OF 30
MAY 2005
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PART A
This Policy consists of three parts:
Part A is the Supply Chain Management Policy, adopted in terms of section 111 of the Local Government:
Municipal Finance Management Act, No. 56 of 2003 and the Municipal Supply Chain Management Regu-
lations, Notice 868 of 30 May 2005;

Part B is the Supply Chain Management Policy adapt_éd for the Standard for Infrastructure Procurement
and Delivery Management; and

Part C is the Preferential Procurement Policy, adopted in terms of section 2 of the Preferential Procure-
ment Policy Framework Act, No. 5 of 2000 and the Preferential Procurement Reguiations, 2017, '

Page 3 of 68
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MUNICIPAL SUPPLY CHAIN MANAGEMENT POLICY
LOCAL GOVERNMENT: MUNICIPAL FINANCE MANAGEMENT ACT, 2003
The Council of the Overstrand Municipality resolved on'25 June 2008 in terms of Section 111 of the Local

Government. Municipal Finance Management Act (no. 56 of 2003) to adopt the foltowing as the Supply
Chain Management Policy of the municipality.

Page 4 of 68
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3

POLICY STATEMENT AND OBJECTIVES

Section 111 of the Local Government: Municipat Finance Management Act, 56 (MFMA) requires each
municipality and municipal entity to adopt and implement a Supply chain Management Folicy, which
give effect to the requirements of the Act.

In addition, the Preferential Procurement Policy Framework Act requires an Organ of State to deter-
mine its Preferential Precurement Policy and o implement it within the framework prescribed.

The objectives of this Policy are:

1)

2}

3)

1o give effects o section 217 of the Constitution of the Republic of South Africa by implementing a
system that is fair, equitable, transparent, competitive and cost effective;

to comply with applicable provisions of the Municipa! Finance Management Act including Munici-
pal Supply Chain Management Reguiations published under GN888 in Government Gazetie
27636, 30 May 20056 and any National Treasury Guidelines issued in terms of the MFMA and reg-
ulations periaining thereto; and

to acknowledge the provisions of:

a) the Broad-Based Black Economic Empowérment Act, 2003 {Act No. 53 of 2003);

D) The Competitions Act 1998 {Act No. 89 of 19.98) _

¢) the Construction industry Development Board Act, 2000 {Act No.38 of 2000);

d) the Local Government: Municipal Finance Management Act, 2003 (Act No. 56 of 2003);
e) the Local Government: Municipal Structures Act, 1998 (Act No. 117 of 1008},

f) the Local Government: Municipal Systems Act, 2000 (Act No 32 of 2000);

g} the Preferential Procurement Policy Framework Act, 2000 {Act No. 5 of 2000};

h} the Prevention and Combating of Corrupt Activities Act, 2000 {Act No. 12 of 2004),

i) the Promotion of Administrative Justice Act, 2000 (Act No. 3 of 2000)

Page 7 of 68
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Definitions

in this Policy, unless the conlexi otherwise indicates, a word or expression to which a meaning has
been assigned in the Local Government: Municipal Finance Management Act, 2003 (Act No. 56 of
2003} has the same meaning as in the Act, and -

“Accounting Offfcer”

means a person appointed by the Municipality in terms of Section 82 of the Local Government: Municipal
Stuctures Agt. 1998 (Act No. 117 of 1998) and who is the head of administration and also lhe Municipal
Manager for the Municipality.

“Act" or "IMFMA"

means the Local Government: Municipal Finance Management Act, 2003 (Acl No. 56 of 2003);

“Buictget Holder"

Means the personis accounlable for expanditure from, and income tof,] a parficular budget. Each budged
holder s respansible for the control of higther budget and for the general financial administration of histher
area of responsibility. The Budget Helder is responsible [for] to authorise expendilurs from their budget[,] up
1o alotal of their budget aflocation

*business day”

means any day of the week except Saturday, Sunday and public holidays as delermined in the Public Holi-
days Act, 1994 (Act Mo. 36 of 1984)

‘CFO” means Chisf Financial Officer of the Municipality or Director of Finance in this instance;
“CIg” means Construction Industry Development Board
“close family member" a person’s spouse, whether in a marriage or in a cuslomary union according to indigenocus law, domestic
partner in a civil union, or child, parent, brother, sister, whether such a relationship resulis from birth, marriage
or adoption
“closing dafe” means the time and day specified in the bid documents and/or advertisement of the receipt of hids.
nggfps Uice bidding pro- meang a compelitive bidding process referred to in clause 12{1){s} of this Policy;
“competifive bid" means a bid in terms of a competitive bidding process;
*Construction Warks' means any work in connection with:
g} the erection, maintenance, alteration, renovation, repair, demolifion o dismantiing of or addifion to a
building or any similar structure;
b}  the installation, erection, dismantling or maintenance of a fixed plant;
t}  the construction, maintenance, demolilion or dismantling of any bridge, dam, canel, road, railway, sewer
oF water reticulation system or any-similar civil engineering structure; or
d)  the moving of earth, clearing of land, the making of an excavation, piling or any similar type of work,

‘Constitant” means a persen or entily providing services requiring knowledge based expertise

“contract” means the agreement that results from the acceplance of a bid by he Municipality,

“Contract Owner" means 1he deputy director, senior manager or manager, as the case may be, thal is uiimately accountable
for all activities during lhe iife cycle of the contract. The Contracl Owner can also be seen as the Budget hold-
ef.

“dayfs)’ Means calendar days unless the contexl indicates otherwise;

“delegalion’ in relation fo a duty, includes an instruction a request ta perform, or to assist in perfarming the duty.

“direcior” means a manager referred 1o in section 58 of the Municipal Systems Act,

“omergency” ah emengency is an unioreseeablz and sudden evant wilh harmful er potentially harmful consequences for
the municipadity which raquires urgent aclion fo address.
*smerging enterprise” means an enlerprise which is owned, managed and controlled by previously disadvantaged persons and
which is overcoming business impediments arising from the legacy of apartheid.
“assential community means {in Locat Govemment context) as published in Govemment Gazette numbers 18043 of & June 1997;
sences” Government Gazette number 18276 of 12 September 1997, Government Gazette number 18439 of 21 No-

vember 1997 Government Gazette numbsar 18761 of 27 March 14998; Govermnment Gazette nurber 22670 of
21 September 2001; Government Gazette number 27104 of 24 Dacember 2004; Government Gazetle num-
ber 28076 of 28 July 2006; Government Gazette number 20087 of 22 June 2007, Governmen! Gazette num-
ber 30805 of 29 February 2008:

l Municipal traffic services and policing.

1. Municipal health

il Municipal security.

V. Supply and distribulion of water.

Y, Generation, transmission and distribuion of power,
VI, Fire fighting.

The following parts of sanitation services.
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a)  Mamntenance and operation of waler borne sewerage systems, including pumping stations and the con-
trol of discharge of industrial effluent into the system;

by  Maintenance and operation of sewerage purification works,

¢} Collection of refuse of an organic nature;

d)  Collection of infactious refuse from medical and veterinary hospitals or praclices;
&) Collection and disposal of refuse at a disposal site;

fij  Coflection of refuse left uncollectad for fourteen {14} days or longer, including domestic refuse and re-
fuse on puhlic reads and open spaces.

"final award"

in relation to bids or quotations submitted for a conlract, means the final decisicn on which a bid or quote is
accepled;

"financial inferest”

means where a murnicipal staff member is a close family mambar of a person whoe is the owner, partner, prin-
cipal shareholder or member, manager or who servag on the board of directors, eic of a tendering enterprise;

"financial yaar'

means a twelve month period ending 30 June of every year.

“formal writfen price quota-
fon®

means quotations referred to in clause 12{1)(d) of this Pelicy;

*Head: Supply Chain
Management”

Any post in the approved organisational struclure to whom the entire SCM Unit reports fo funclionally

1DF"

means Inlegrated Development Plan;

*in the service of the siafe”

means to be -

a member of -

a}  any munigipal council;

b}  any provincial fegislature; or

¢] the Naticnal Assambly or the National Council of Provinces;

d)  amember of the board of directors of any municipal entity;

e]  an executive member of the accounting autherity of any natienal or provincial pablic entity; or

f}  an official of any national or provincial department, national or provinsial public enfity or institati ion within
the meaning of the Public Finance Managemant Act, 1999 {Act No.1 of 1998);

¢} amembar of the accounting authorily of any national or provincial public entily; or
ht  an employes of Parliament or a provincial legislature,

*fong term contract’

means a contract with a duration period excesding one year;

*lisf of accredited pro- means the list of accredited prospeclive providers whlch the Oversirand Municipality must keep in farms of
specfive providers" clause 14 of this policy;
*municipaiity” means the Overstrand Municipality;
“notice boards" means the official notice boards at the municipal offices and libraries;
“other applicable legista- means any other legislation applicable to municipal supply chain managemend, incuding -
tion™ a)  the Preferantial Procurament Pelicy Framework Act, 2000 (Act No. 5 of 2000);
b) ihe Broad-Based Black Economic Empowerment Act, 2003 (Act No. 53 of 2003},
¢l the Construction Industry Development Boarg Act, 2000 [Act No.38 of 2000},
d}  the Local Gavernment: Municipal Finance Management Act, 2003 (Act No. 56 of 2003},
g} the Local Government; Municipal Sysiems Act, 2000 {Act Na 32 of 2000,
f)  the Local Government: Municipal Structures Act, 1998 {Act No. 117 of 1988);
g} the Prevention and Combating of Corrupt Activilies Act, 2000 (Act No. 12 of 2004);
hy the Local Government: Muricipal Finance Management Act, 2003 (Act No. 58 of 2003): Municipal Sup-
ply Chain Management Regulations;
) the Preferenlial Procuremenl Regulations The Competitions Act 1598 (Act No. 83 of 1908}, 207
"Policy” means the Supply Chain Managemenl Policy of the Ovarstrand Munizipality;
“guotation” means a stated price thal a supplier expecs to receive for the provision of specifisd services, works or goods;
"Reguiations™ means the Local Government; Municipal Finance Management Act, 2003, Municipal Supply Chain Manage-
ment Regulations published by Govemment Notice 868 of 30 May 2005;
“SDBIP means Service Delivery and Budget Implementation Plan;
*single provider” Sole supplier- One and Only (Alone of ifs kind) Supplier (Oxford Dictionary). If such goods or services are
produced or avalable from a single provider only. There is no competition and only one provider exists in
South Africa (for example, sole distribution rights); .
‘smaft business” means a separale and distinct business entily, including cooperalive enierprises and non-govemmental or-

ganisations, managed by one owner or more which, including its branches of subsidiaries, If any, is predomi-
nantly carried on in any sector or sub-sector of the economy mentioned in column | of the Smail Business
Classification Schedule, and which can be classified as a micro-, a very small, a smail or a medium enterprise
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by satisfying the criteria mentioned in columns 3.4 and & of Ihe Schedule oppoesite the smallest relevanl size
or class as mentliened in column 2 of the Schadule.

"supply chain manage-
ment prastitioners

includes the Chief Financial Officer and the Head: Supply Chain Maragement;

"survivalist enferprise” means a business sel up by people unable o find a paid job or gsl into an economic sector of their choice.

Income generated from these activiies usually falls far short of even a minimum income standard, with lilile
capital invasled, virually no skills training in the particular fiefd and only limited opportunities for growth into a
viable business. This ¢alegory is characterised by poverly and the attempl to survive.

"fender’ means a 'bid’ or a ‘qualation’ in relalion to 2 ‘Tender Box";

"fender box" means the specified lender box at the offices of Qverstrand Municipality, Magnelia Avenue, Hermanus.
"Treasury guidelines” means any guidefines on supply chain management issued by the Minister in terms of section 168 of the Act
“validify period” means the period for which a bid is to remain valid and binding as stipulated in the relevant tender document.
ﬂow;]nsffen or verbal quoia- means quotations referred to in clause 12(1)(h) & (c) of this Palicy.

Reckoning of number of days: When any particular number of days is presorbed for the doing of any act, or for any other purpose, the same
shall be reckoned exclusively of the first and inclusively of the lasi day, unfess the last day happens fo fall on & Sunday or on any public
holiday, in which case ihe lime shaif be reckoned exclusively of the firsf day and exciusively of every such Sunday and public hofiday.

Words importing the singilar shall include the plural and vice versa and words importing the masculine gender. shall inclide females and
words imposting persons shall include companies, closed corporations and firms, unless the context clearty indicales otherwise.

All amounis / fimits stated in this docuiment shall be deamed to be inclusive of Value Added Tax (VAT).

CHAPTER 1: IMPLEMENTATION OF SUPPLY CHAIN MANMAGEMENT POLICY

2 Supply Chain Management Policy
1} Al officials and other role players in the Supply Chain Management system of the Municipality
must implement this Policy in a way that —

2)

a)

b}

o)
d)

e)

gives effect to —

(i) section 217 of the Constitution; and

(it} Part1 of Chapter 11 and other applicabie provisions of the Act;

(iiiy Regulations pertaining to Supply Chain Management.

is fair, equitable, fransparent, competitive, cost effective. and complies with —
(i) the Regulations; and -

{ii) any minimum norms and standards that may be prescribed in terms of section 168 of the
Act;

is consistent with other applicable legislation;

does not undermine the objective for uniformity in Supply Chain Management Systems be-
tween organs of state in all spheres; and

is consistent with naticnal economic policy concerning the promotion of investments and do-
ing business with the public sector.

This Policy applies when the Municipality —

a)
b)
<)

d)

procures gocds or services;
disposes of goods no longer needed;

selects contractors to provide assistance in the provision of municipal services including cir-
cumstances where Chapter 8 of the Municipal Systems Act applies.

Selects externat 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 the Act.

This Policy, except where provided otherwise, does not apply in respect of:

a)

the procurement of goods and services contemplated in section 110(2) of the Act, including —

(i water from the Department of Water Affairs or a public entity, another municipality or a
municipal entity; a2nd

(il electricity from Eskom or another public entity, anather municipality or a municipal entity.
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5

3 Adoption, Amendment and Implementation of the Supply Chain Management Policy

1)

2)

3)

4)

The Accounting Officer must —
a} atleast annuaily review the implementation of this Policy; and

b) when the Accounting Officer considers it necessary, submit proposals for the amendment of
this Folicy to Council.

If the Accounting Officer submits proposed amendments to Council that differs from the model
policy issued by the National Treasury, the Accounting Officer must —

a) ensure that such proposed amendments comply with the Regulations; and
b) report any deviation from the model policy to the National Treasury and the Provincial Treas-
ury.

When amending this supply chain management policy the need for uniformity in supply chain
practices, procedures and forms between organs of siate in all spheres, particularly to promoie
accessibility of suppty chain management systems for small businesses must be taken into ac-
count.

The Accounting Officer must in terms of section 62{1}(f){iv) of the Act, take all reasonable steps to
ansure that the municipality implements the supply chain management policy.

4 Delegation of supply chain management powers and duties

0

2)

3)

4)

Council hereby delegates all powers and duties to the Accounting Cfficer which are necessary to
enable the Accounting Officer =

a} to discharge the supply chain management responsibilities conferred on Accounting Officers
in terms of —

{i}y Chapter 8 or 10 of the Act; and
(i) this Policy,
b} to maximize administrative and operational efficiency in the implementation of this Policy;

c) to enforce reasonable cost-effective measu'res for the prevention of fraud, corruption, favourit-
ism 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 provi-
sions of the Act. o .

Section 79 of the Act applies to the sub delegation of powers and duties delegated to the Account-
ing Officer in terms of sub-clause (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 com-
posed of officials of the Municipality.

This clause 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 otherwige than through
the commitiee system provided for in clause 26 of this Policy.

Sub-delegations

1) The Accounting Officer may in terms of section 79 of the Act sub-delegate any supply chain manage-
ment powers and duties, including those delegated to the Accounting Officer in terms of this Policy,
but any such sub-delegation must be consistent with sub-clause (2) of this clause and clause 4 of this
Policy.

2)

The power to make a final award ~
a) above R10 million (Incl. VAT), may not be sub-delegated by the Accounting Officer;

b} above R200,000 (Incl. VAT), but not exceeding R10 millien {Incl. VAT) may be sub-
delegated, but only to a bid adjudication committee of which the Chief Financial Officer is the
chairperson and directors are members;

c) below R200,000 {Incl. VAT)} may be sub-delegated as per Council’s delegations, attached as
Annexure A, pertaining to the procurement of goods and services.
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3} An official or bid adjudication committee to which the power to make final awards has been sub-
delegated in accordance with sub-clause (2} must within three (3} business days of the end of
each month submit to the official referred to in sub-clause (4) a written report containing particu-
lars of each final award made by such official or committee during that month, including—-

a} contract numbers and description of goods, services or infrastructure projects;
b} the name of the person to whom the award was made;

¢) ihe B-BBEE ievel of contributi-on claimed;

d) the amount of the award; and

@) the reason why the award was made io that person.

4} A written report referred to in sub-clause (3} must be submitted to the Accounting Officer, in the
case of an award by a bid adjudication committee of which the Chief Financial Officer and direc-
tors are members.

a} The awards scheduled must be published on Council’s website in terms of Section 75{g} of
the Act}.

5} Sub-ciauses (3) and (4) of this policy do not apply to procurement out of petty cash or written quo-
tations below R2,000 {Incl. VAT).

6) This clause 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 clause 26 of this Policy. Also refer to clause
4(4) ancl 5(2}a) of this Policy.

7)  No supply chain management decision-making powers may be delegated to an advisor or con-
sultant.

6 Oversight role of council
1) Council must maintain oversight over the implementation of this Palicy.
2) Forthe purposes of such oversight the Accounting Officer must —

a) within 22 business days of the end of each financial year, submit a report on the implementa-
tion of this Policy and the supply chain management policy of any municipal entity under the
sole or shared control of the municipality, to the couricil of the municipality; and

b} Whenever there are serious and material problems in the im'pilementation of this Policy, im-
mediately submit a report to Council.

3) The Accounting Officer must, within six (6} business days of the end of each quarter, submit a re-
port on the implementation of the supply chain management policy 1o the mayor of the municipali-
ty.

4y The reports must be made public in accordance with section 21A of the Local Government Munic-
ipal Systems Act 32, 2002.

7 Supply Chain Management Uinit

1) The Overstrand Municipality has established a Supply Chain Management Unit to implement this
Policy.

2} The Chief Financial Officer is administratively in charge of the supply chain management unit
which operates under the direct supervision of the Head: Supply Chain Management, to whom
this duty has been sub-delegated in terms of Section 82 of the Act.

8 Training of Supply Chain Management officials

The training of officials invelved in implementing this Policy should be in accordance with relevant leg-
iglation, including Treasury guidelines on supply chain management.

CHAPTER 2: SUPPLY CHAIN MANAGEMENT SYSTEM
9  Format of Suppily Chain Management system
1) This Policy provides systems for ~
a) demand management;

b) acquisition management;
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¢) logistics management;
d} disposal management;
e) risk management; and
f} performance rmanagement.
Part 1: DEMAND MANAGEMENT
10 System of Demand Management |

1)} The Accounting Officer must establish and implement an appropriate demand management sys-
tem 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 Budget and
the Service Delivery and Budget implementation Plan.

2) The Demand Management Plan must be developed in conjunction with the IDP, Service Delivery
and Budget Implementation Plan (SDBIP) and annual budget.

3) Al user departments are required to submit their procurement plans to the Supply Chain Man-
agement Unit by 31 Dacember in terms of the IDP and Budget processes.

4) The Demand Management Plan must be submitted to and approved by the Accounting Officer or
his or her delegate before 30 June of each vear.

5) The Demand Management Plan must be reviewed regularly and submitied to the Accounting Of-
ficer or his delegate on a monthly hasis.

6) Demand management must be co-ordinated by SCM officials of the Municipality in consuliation
with budget holders.

7) The outcome of this activity should be a defailed planning decument that ocutlines what goods,
works or services should be procured, the manner in which they should be procured as well as the

timetlines to execute the procurement functions.

Part 2: ACQUISITION MANAGEMENT
11 Systemn of Acquisition Management

1) The Accounting Officer must implement the system of acquisition management set out in this Part
in order to ensure — R :

a) that goods and services are procured by the Municipality in accordance with authorised pro-
cesses only;

b} 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;

d} that bid documentation, evaluation and adjudication criteria, and general conditions of a con-
tract, are in accordance with any applicabie jegislation; and

¢) that any Treasury guidelines on acquisition management are properly taken into account.

2) When procuring goods or services contemplated in section 110(2) of the Act, the Accounting Of-
ficer must, subject to clause 2(3), make public the fact that such goods or services are procured
otherwise than through the Municipality’s supply chain management system, including -

a) the kind of goods or services; and
b} the name of the supplier.
12 Range of procurement processes
1y Goods and services may only be procured by way of —

a) petty cash purchases in terms of Council's Pelty Cash Policy for procurement transactions
with a value up to R2 000 (Incl. YAT);

b) one written or verbal quotation for procurement transactions with a value up io R2 000 (incl.
VATY,
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c) fthree written quotations for procurement fransactions with a value over R2 000 (Incl. VAT} up
to R10 000 (Incl. VAT);

dy formal written price quotations for procurernent transactions valued over R10 000 (incl. VAT)
up to R200 000 (Incl. VAT}; and

e} a competitive bidding process for —
(i} procurement transactions with a value above R200 000 (Incl. VAT); and
{ii) the procurement of long term contracis,
2) The Accounting Officer may, in writing -
a) lower, but not increase, the different threshold values specified in sub-clause (1); or
b) direct that -

{iy written or verbal quotations be obtained for any specific procurement of a transaction val-
ue lower than R2 000 {Incl. VAT};

(i} formal written price quotations be obtained for any specific precurement of a fransaction
value lower than R30 000 (Incl. VAT); or

(i) a competitive bidding process be followed for any specific procurement of a ransaction
value lower than R200 000 (incl. VAT).

3) Goods or services may not deliberately be split into parts or items of a lesser value merely 10
avoid complying with the requirements of the policy. When determining transaction values, a re-
quirement for goods or services consisting of different parts or items must as far as possible be
treated and dealt with as a single transaction.

13 General preconditions for consideration of wrilten guotations or bids

1} A written quotation or bid may not be considered unless the provider who submitted the quotation
or bid —

a) has furnished that provider's —
(I} full name; .
{it) identification number or company or other registration number; and
(i) tax reference number and VAT registration number, if any;

b} has authorised the Municipality to verify any of the documentation referred to in sub-clause {a)
above; and

¢} has indicated —

(i} 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;

(i) if the provider is not a natural person, whether any of its directors, managers, principal
shareholder or stakeholders are in the service of the state, or has been in the service of
the state in the previous twelve months; or

(i5} whether a spouse, child or parent of the provider or of a director, manager, shareholder or
stakeholder referred to in sub-clause {ii) is in the service of the state, or has been in the
service of the state in the previous twelve months.

14 Lists of accredited prospective providers

1) The Accounting Officer must —
a) keep a list of accredited prospective providers of goods and services that must be used for the
procurement requirements through written or verbal quotations and formal written price quota-
tions; and

b} at least once a year through newspapers commonly circulating locally, the website and any
other appropriate ways, invite prospective providers of goods or services to apply jor evaiua-
tion and listing as accredited prospective providers; and
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c} The listing criteria for prospective suppliers are:

(i)
(it)
i)
(iv)
(v)
(vi)
(vii)
(viii)
(ix)
{x)
{xi)
{xii)
{xiii)
{xiv)
{xv)
{xvi)
{xvii}
{(xvii)
{xix)
{xx)
{xid

{xxii)

Name of supplier f service provider;
Street address;

Postal address;

Contact person in Sales Department;
Saies Department’s felephone number,
Sales Department’s fax number;

Sales Department’s cell number;

Sales Department's email address,
Contact person in Accounts Department;
Accounts Department's telephone number,
Accounts Department’s fax nusnber,
Accounts Department’s email address;
VAT registration yesfno;

VAT registration number;

Bank details;

Type of industry;

Valid certification for specialised services,
Valid tax clearance certificate,

CIDB registration if applicable;

Valid certification in respect of Exempted Micro Enterprises or

B-BBEE Status Level of Contfibuit_ﬁr.

Relevant identification numbers of all members, directors and partners.

d) disallow the listing of any prospective provider whose name appears on the National Treas-

ury's database as a person prohibited from doing business with the public sector.

2) 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 applica-
tions for listing at any time.

3) The list must be compiled per commodity and per type of service.
15 Written or verbal quotations below R2,000 (Incl. VAT)

1} The conditions for the procurement of goods by means of written quotations referred to in clause
12(1)Xb) of this Policy for minor items that are purchased for up te R2,080 {Incl. VAT), are as fol-

lows:-.

a) written quoiations for transactions must be obtained from at least one prospective supplier or
service provider preferably from, but not limited to, suppliers or service providers whose
names appear on the list of accredited prospective providers of the Municipality provided that
if quotations are obtained from providers who are not listed, such providers must meet the list-
ing criteria set out in clause 14{1)b}, (c) and (d) of this Policy;

b) if a quotation was submitted verhally, the order may be placed only against written confirma-
fion by the selected provider.

18 Written quetations above R2,000 (Incl, VAT)

1) The conditions for the procurement of goods or services through written quotations for amounts
above R2,000 (Incl. VAT) up to R10,000 {Incl. VAT) are as follows:

a) quotations must be obtained from at least three different providers preferably from, bui not
limited to, providers whose names appear on the list of accredited prospective providers of the
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Municipality provided that if quotations are obtained from providers who are not listed, such
providers must meet the listing criteria set out in clause 14(1)(b), (¢) and {d} of this Policy;

by if it is-not possible to obtain at least three quotations, the reasons must be recorded and ap-
proved by the Chief Financial Officer or an official designated by the Chief Financial Officer
and reported quarterly to the Accounting Officer or another official designated by the Account-
ing Officer; and

c) the Accounting Officer must record the names of the potential providers requested to provide
such guotations with their quoted prices.

17 Formal written price guotations

1) The conditions for the procurement of goods or services through formal written price guotations
for amounts above R10,000 (Incl. VAT) up to R200,000 {Incl. VAT) are as follows:

a) quotations must be cbtained in writing from at least three different providers whose names
appear on the list of accredited prospective providers of the Municipality;

b} cuotations may be obtained from providers who are not listed, provided that such providers
meet the listing criteria set out in clause 14(1)c) and (d) of this Pclicy;

¢) if it is not possible fo obtain at jeast three quotations, the reasons must be recorded and ap-
proved by the Chief Financial Officer or an official designated by the Chief Financial Officer;
and

d) the Accounting Officer must record the names of the potentiai providers and their written guo-
fations.

2) A designated official referred to in clause 16{1)}(b} and sub-clause {1){c} must by the 3" 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.

18 Procedures for procuring goods or services through written quotations and formal wriiten
price guotations

1} The procedure for the procurement of goods or services through written quotations or formal writ-
ten price quotations is as follows:

a) when using the list of accredited prospective providers the Accounting Officer must promote
on-going competition amongst providers by inviling providers {o submit quotations on a rota-
tion basis; C

b) all requirements in excess of R30,000 (Incl. VAT) that are to be procured by means of formal
writien price quotations must, in addition to the requirements of clause 17, be advertised for at
least five business days an the website and an official notice board of the Municipality,

c) quotations received must be evaluated on a comparative basis taking into account uncondi-
tional discounts;

d) the Accounting Officer or Chief Financial Officer must on a monthly basis be notified in writing
of ali written or verbal guotations and formal written price quotations accepled by an official
acting in terms of a sub-delegation;

e) quotations must be awarded based on compliance to specifications, {and] conditions of con-
tract, ability and capability to deliver the goods and services and lowest price for quotations
up to R30 000 {Inci. VAT) and the preference points system will apply for alf quotations in ex-
cess of R30 000 (Encl. VAT);

fy the Chief Financial Officer must set requirements far proper record keeping of all formal writ-
ten price quotations accepted on behalf of the municipality,

19 Competitive bids

1) Goods or services above a transaction value of R200 000 (Incl. VAT) and long term coniracts may
only be procured through a competitive bidding process, subject fo clauses 11(2) of this Poliey.

2) No requirement for goods or services above an estimated transaction value of R200,000 (incl.
VAT), 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.

20 Process for competitive hidding

1} The procedures for the following stages of a competitive bidding process are as follows:
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Compilation of bidding documentation is detailed in clause 21;

Public invitation of bids is detailed in clause 22;

Site meetings or briefing sessions are detailed in clause 22,

Handling of bids submitted in regponse to public invitation is detailed in clause 23;
Evaluation of bids is detailed in clause 28;

Award of contracis is detailed- in clause 29,

Administration of coniracts is detailed in ctause & of Council's Contract management Policy

Proper record keeping: Original and legal copies of all tender documentation must be keptin a
secure place for reference purposes.

21 Bid documentation for competitive bids

1} The criteria o which bid documentation for a competitive bidding precess must comply, must —

a)

b)

d)

e)

take into account -
(i} the general conditions of contract and any special conditions of contract, it specified:
{ii} any Treasury guidelines on bid documentation; and

(iii) the requirements of the Construction Industry Development Board (CIDB), in the case of a
bhid relating to construction, upgrading, refurbishment of buildings or infrastructure.

include the preference points system to be used as contemplated in the Preferential Procure-
ment Regulations, 2017, evaluation and adjudication criteria, including any criteria required by
other applicable legislation;

compel bidders 1o declare any conflict of interest they may have in the transaction for which
the bid is submitied:

if the value of the transaction is expected to exceed R10 million (incl. VAT} -

(i) if the bidder is required by law to prepare annual financial statements for auditing, its au-
dited annual financial statements —

{a) for the past three years; or
(b) since its establishment if established c!urlng the past three years;

(i) certificate signed by the hidder certifying that the bidder has no undisputed commltmenis
for municipal services towards a Municipality or other service provider in respect of which
payment is cverdue for more than 30 calendar days;

(iii} particulars of any contracts awarded fo the bidder by the municipality during the past five
years, including particulars of any material non-compliance or dispute concerning the ex-
ecution of such contract;

(iv) a statement indicating whether any portion of the goods or services are expected to be
sourced from outside the Republic, and, if so, what pertion 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;

2} A fee shall be raised for bid forms, plans, specifications, samples and any other bid documenta-
tion, depending on the nature, magnitude and value of technical information or samples provided
by the municipality for tenders in excess of R200 000 (incl. VAT).

22 Public invitation for compaetitive bids

1}y The procedure for the invitation of competitive bids is as follows:

a)

Any invitation to prospective providers to submit bids must be by means of a public adver-
tisement;

(Y in newspapers commonly circulating locally,

{ii} on the notice boards at selected offices of the Municipality,
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(ili} on the website of the Municipality, -
{iv} on the e-Tender Publication Portal of the National Treasury
{v} on the i-Tender website of the CIDB for construction procurement related transactions or

(vi) any other appropriate ways (which may include an advertisement in the Government Ten-
der Bulletin).

b) The information contained in a public advertisement, must include —

(i} the closure date for the submission of bids, which may not be less than 22 business days
in the case of transactions over R10 million {Incl. VAT}, or which are of a long term nature
{in excess of three years), or 10 business days in any other case, from the date on which
the advertisement is placed in a newspaper, subject to sub-clause (2) of this policy;

(i} a statement that bids may only be submitted on the bid documentation provided by the
Municipality;

(i} a statement that bids will only be considered if it was deposited into the bid box indicated
in the bid invitation;

(iv) date, time and venue of any proposed site meetings or briefing sessions, provided that
site meetings / information sessions may not be scheduled within 5 business days of the
date on which a hid advertisement is placed; and

(v} the required CIDB contracter category and grading designation for construction procure-
ment.

{vi} that only locally produced goods, works or services ot locally manufactured goods with a
stipulated minimum threshold for local preduction and content wili be considered for sec-
tors designated by the Department of Trade and Industey.

2) The Accounting Officer may determine a closure date for the submission of bids which is less than
the required 22 or 10 business days, 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 fo
follow the official procurement process.

3) The notice shall fusther state that all bids for the contract must be submitied in a sealed envelope
on which it is clearly stated that such envelope contains a bid and the contract titie and contract or
bid reference number for which the bid is being submitted.

4y The period for which bids are to remain valid and binding must be indicated in the bid.
5) Amendments before the closing date

a) The Municipality is entitied to amend any bid condition, validity period, specification or plan,
or extend the closing date of such a bid or guotation before the closing date, provided that
such amendments or extensions are advertised and/or where possible, that all bidders to
whom bhid documents have been issued, are advised in wriling per e-mail or by fax of such
amendments or of the extension clearly reflecting the new closing date and time. For this
reason, officials and authorised service providers issuing bids shall keep a record of the
names, addresses and contact numbers of the persons or enterprises to whom bid docu-
ments have been issued.

b) Al amendments must be approved by the Accounting Officer or the relevant delegated direc-
tor prior to the closing date of the bid invitation.

23 Procedure for handling, opening and recording of bids
1) 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 on the same date and as soon as possible after the peried for the sub-
mission of bids has expired; and

by Any bidder or member of the public has the right to request that the narmes of the bidders who
submitted bids in time must be read out and, if practical, alsc each bidder’s total bidding price,

c) Mo information, except the provisions in sub-clause (b}, relating to the bid should be disclosed
to bidders or other persons until the successful bidder is notified of the award; and
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d) The Accounting Officer must —
(iy record in a register all bids received in time;
(i} make the register available for public inspection; and
(iil} publish the entries in the register and the bid results on the website.
2) Stamping of bids and reading out of names:

a) As each bid is opened the name of the bidder and the amount — if practical — shall be read
out.

b) An official shall date-stamp the bid or quotation and all enclosures related to prices, delivery
periods and special conditions.

¢) Bids and quotations shall be numbered in the sequence in which they have been opened and
the words "and last” shall be endorsed on the last bid or quotation.

d) Ininstances where only one bid has been received the words "and only” shail be endorsed on
such bid.

e) Where prices have not been inserted in ali relevant spaces on the form and such items have
not heen deleted by bidders, such spaces shall be stamped "no price’ by the employee who
opens the bids or quotations.

fY A bid will not be invalidated if the amount in words and the amount in figures do not corre-
spond, where there is a discrepancy, the amount in words shall be read out at the bid opening
and shall be deemed to be the bid amount.

3) Late Bids

a) Bids or quotations arriving after the specified closing time shall not be considered and where
practicable and cost effective shall be returned to the bidder unopened with a letter explaining
the cireumstances.

b} Wherte it is necessary to open a late bid or guotation to ebtain the name and address of the
sender, each page of the document shall be stamped “late bid" before the bid is returned to
the bidder. The envelope must be stamped and initialled in like manner and must be retained
for record purposes. '

4) Dealing with bids and quotations if the closing date thereof has been extended.

a) Where the closing date of a bid or quotation is exiended, bids or quotations already received,
will be retained unopenad in the bidding box and be duly considered after the expiry of the ex-
tended period, unless the bidder cancels it by submitting a iater dated bid or quotation before
the extended closing date.

24 Negotiations with preferred bidders and communication with prospective providers and bid-
ders

1) 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 —

a) does not allow any preferred bidder a second or unfair opportunity;
b) is not to the detriment of any other bidder; and

¢} does not lead to a higher price than the bid as submitted,

d) does notiead to a lower price in respect of sale of land / goods.

2) Minutes of such negatiations must be kept for record purposes and as far as practical be made
part of the final contract.

3} No unauthorised communication with bidders and prospective providers:

a) where bids and quotations have been submitted to the municipality, a bidder may not com-
municate with any councillor, official, or authorised service provider on any matter regarding
his bid, guotation or offer other than a notice of withdrawal.

b} No municipal personnel may communicate with a bidder or any other party who has an inter-
est in a bid, during the period between the closing date for the receipt of the bid or quetation
{or date of receipt of an offer), and the date of notification of the successful bidder of ac-
ceptance of his bid, quotation or offer, except as provided for in clause {c) below. Every such
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case of unauthorised communication shall forthwith be reported to the Supply Chain Man-
agement Unil as well as the chairperson of the Bid Adjudication Committee. A bid or quotation
in respect of which unauthorised communication has ceccurred may be disqualified.

¢} The chairperson of the Bid Adjudication Committee, as determined in ciause 29(2), may au-
thorise an employee or authorised consuiting service provider, in writing, to communicate with
a bidder during the period mentioned in subsection (b) above for the purpose of -

(i) Obtaining an explanation and verification of declarations made in the bid response;
(i} confirming technical particulars and the compliance thereof with specifications;

(iii} clarifying delivery times/quantities;

(iv) exiending the validity period of a hid;

(V) clarifying any other commercial aspect;

(vi} for the submission of substantiating documents.

d) In all cagses where authority has been granted to communicate with bidders in terms of clause
{c) above, it shouid be clearly stated in the submission to the Bid Adjudication Committee the
nature of the communication as well as by whom such authority to communicate has been
granted.

256 Two-stage bidding process
1) A two-stage bidding process is allowed for —
a) large complex projects; or
b)Y projects where it may be undesirable to prepare complete detaited technical specifications; or
¢} jong term projects with a duration period exceeding three years.

2} in the first stage technical proposals on concepiual design or performance specifications should
be invited, subject to technical as well as commercial clarifications and adjustments.

3) inthe second stage final technical proposals and priced bids should be invited.

26 Committee system for compaetitive bids

1) A committee system for competitive bids is hereby established, consisting of the following commit-
tees for each transaction or cluster of transactions as the Accounting Officer may determine:

a) a bid specification committee;
b) a bid evaluation committee; and
¢) a bid adiudication commities;

2} The Accounting Cfficer appoints the members of each committee, taking into account section 117
of the Act, and

3) The Accounting Officer may appoint a neutral or independent observer, to attend or oversee a
committee when this is appropriate for ensuring fairness and promoting fransparency.

4} The committee system must be consistent with —
a) clause 27, 28 and 29 of this Policy; and
b) any other applicable legisiation.
5) The Accounting Officer may apply the committee system to formal written price quotations.
27 Bid Specification Commitiees

1) The appropriate bid specification commiitee must compile the specifications for each procurement
transaction for goods or services by the Municipality, depending on the department involved.

2} Specifications —

a) must be drafted in an unbiased manner to allow all potential suppliers to offer their goods or
services;

b} must take account of any accepted standards such as those issued by Standards South Afri-
ca, the International Standards Organization, or an authority accredited or recognised by the
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d)

€)

f)

)

South African National Accreditation System with which the equipment or material or work-
manship should comply;

must, where possibie, be described in terms of performance required and / or in terms of de-
scriptive characteristics for design,

may not create trade barriers in coniract requirements in the forms of specifications, plans,
drawings, designs, testing and test methods, packaging, marking or jabelling 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 "eguivalent”;

must indicate each specific goal for which points may be awarded in terms of the points sys-
{em set aut in the Preferential Procurement Regulations, 2017; and

must be approved by the Accounting Officer or the relevant delegated director prior to publica-
tion of the invitation for bids in terms of clause 22 of this Policy.

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

a)
b)

a delegated supply chain management practitioner as chairperson,

the budget holder from the Directorate for whom the bid is called; and

4} The Committee may, when appropriate, include external specialist advisors.

5} No person, advisor or corporate entity invelved with the bid specification committee, or director of
such a corporate entity, may bid for any resulting contracts.

28 Bid Evaluation Committees

1} A Bid Evaluation Committee must —

a)

b}
¢}
)

g)

evaluate all bids in accordance with —

{i} the specifications for a specific procurement; and

{ii} the points system set out in terms of the Preferential Procurement Policy;

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 for more than three months;

submit to the adjudication committee a report and recommendations regarding the award of
the hid or any other related matter; and

2) A Bid Evaluation Committee must as far as possible be composed of:-

a)
b)

the budget holder and other officials from departments requiring the goods or services

at least one delegated supply chain management practitioner

29 Bid Adjudication Committees

1} A bid adjudication committee must -

a)
b}

consider the report and recommendations of the bid evaluation committee; and
either -

() 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 procesd with the relevant
pracurement.

2} The bid adjudication committee must be compeosed of at least four directors of the municipality
which must include —
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a) the Chief Financiat Officer or, if the Chief Financial Officer is not available, another manager
reporting directly {o the Chief Financial Officer and designated by the Chief Financial Officer;
and

b) a senior supply chain management practitioner.

3) The Accounting Officer must appoint the chairperson of the committee. i the Chairperson is una-
ble o chair the meeting, the members of the committee who are present must elect one of them to
preside at the meeting. '

4) A quorum for the Adjudication Committee shall be four members.

a} Inthe event of an equality of votes the chairperson shall have a casting vote over and above a
deliberate vole.

b} The Director of the department that called for the tender must be present at the meeting
where the particular tender is considered.

5) The Chairperson of the Bid Evaluation Committee, or in his absence an official nominated by the
Chief Financial Officer, should be present at the Bid Adjudication Committee meetings to intro-
duce the reports to the Commitiee and assist in clarifying issues that were dealt with in the Bid
Evaluation Committes maeetings without voting rights.

6) A technical expert in the relevant field, who is an official, if such an expert exists, may attend the
meeting as an advisor for clarification purposes. This official will not have voting rights at the Bid
Adjudication Committee meeting. Neither a member of a bid evaluation committee, nor an advisor
or person assisting the bid evaluation committee, may be a member of a bid adjudication commit-
tee.

7) H the bid adjudication committee decides to award a bid other than the one recommended by the
bid evaluation commilttee —

a) the bid adjudication committee must prior to awarding the bid -

{iY check in respect of the preferred bidder whether that bidder's municipal rates and taxes
and municipal service charges are not in arrears for more than three months, and;

{ii) notify the Accounting Officer.
b) The Accounting Cfficer may —

{iy after due consideration of the reasons for the deviation, ratify ot reject the decision of the
bid adjudication commitiee referred to in clause (a); and '

(i) # the decision of the bid adjudication committee is rejected, refer ihe decision of the adju-
dication committee back to that committee for reconsideration.

8) 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 reconsidera-
tion of the recommendation,

9} The Accounting Officer must comply with Section 114 of the Act within 10 days—

a} If a tender other than the one recommended in the normal course of implementing the supply
chain management policy is approved, the Accounting Officer must, in writing, notify the Audi-
tor-General, the Provincial Treasury and the National Treasury of the reasons for deviating
from such recommendation.

b) Subsection {1) does not apply if a different tender was approved in order to rectify an irregu-
larity.

30 Procurement of Banking Services
1} A contract for banking services —
a) must be procured through competitive bids;
b} must be consistent with section 7 of the Act; and
¢} may not be for a period of more than five years at a time.

2) The process for procuring a contract for banking services must commence at least nine months
hefore the end of an existing contract.
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3} The closure date for the submission of bids may not be less than 46 business days from the date
on which the advertisement is placed in a newspaper in terms of clause 22(1).

4} Bids must be restricted to banks registered in terms of the Banks Act, 12990 (Act No. 94 of 1980).
31 Procurement of Information- and Communication Technology (ICT) related goods or services

1) The Accounting Officer may request the State Information Technology Agency (SITA) to assist
with the acquisition of ICT related.goods or services through a competitive bidding process.

2) Both parties must enter into a writien agreement i{o regulate the services rendered by, and the
payments to be made to, SITA.

3) The Accounting Cfficer must notify SITA together with a motivation of the ICT needs if -

a) the transaction value of ICT related goods or services required in any financial year will ex-
ceed R50 million : or

b} the transaction value of a conlract to be procured whether for one or more years exceeds R50
million .

4) K SITA comments on the submission and the Municipality disagree with such comments, the
comments and the reasons for rejecting or not following such comments must be submitted to
Council, the National Treasury, the Provincial Treasury and the Auditor-General.

5) The Municipality is required to follow the following process before inviting proposals for a new fi-
nancial management system:

a) National and Provincial Treasury should immediately be informed of any intention to replace
the accounting or hilling system currently operating at the municipality;

b} The submission should include a comprehensive motivation with specific reasons for why it is
deemed necessary 1o replace the existing financial system;

c} A copy of the service level agreement with minutes of the meetings between the municipality
and the current service provider (financial system vendor} during the previous twelve months
must be made available;

d) The organisational structure, speciﬁcally_for the 1T department/function, dearly indicating
management capacily and responsibility for operating the financial system, mus{ be submit-
ted; :

&) An assessment should be done to determine which modules of the existing financial sysiem
are heing utilised by the municipaiity and reasons must be provided for modules not in opera-
tion. In cases where an existing system is not an ERP system the municipality must provide
details of any other systems utilised by the municipality,

f) The date on which the existing financial sysiem was implemented, the procurement and im-
plementation costs and the current operational costs thereof must be disclosed,

g} A technical assessment must be undertaken on the server and network requirements of the
new financial system and a copy of such report should be submitted; and

h}y Copies of all IT strategies, policies and procedural documents including the IT disaster recov-
ery plan must be made available.

32 Procurement of goods and services under contracts secured by cother organs of state

1) The Accounting Officer may procure goods or services under a contract secured by another organ
of state, but only if —

a) the contract has been secured by that other organ of state by means of a compestitive bidding
process applicable to that organ of state;

h) there is no reason to believe that such contract was not validly procured;

c) there are demonstrable discounts or benefits 1o do so; and

d} that other organ of state and the provider have consented to such procurement in writing.
33 Procurement of goods necessitating special safety arrangements

1} 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,
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2} Where the storage of goods in bulk is justified, such justification must be hased on sound reasons,
including the total cost of ownership, cost advantages and environmental impact and must be ap-
proved by the official duly authorised in terms of the Occupational Health and Safety Act, 1993
(Act No. 85 of 1993).

34 Proudly SA Campaign

1) The Municipality supports the Proudly SA Campaign to the extent that, as far as possible, prefer-
ence is given o procuring local goods and services as per Council's Preferentiaj Procurement
Policy

35 Appointment of consuitants

1} The Accounting Officer may procure consulting services provided that any National Treasury
guidelines and CIDB requirements in respect of consulling services are taken into account when
such services are procured,

2) Consultancy services must be procured through competitive bids if:
a) the value of the contract exceeds R200 000 {incl. VAT); or
b} the duration period of the coniract exceeds one year.

3} In addition to any reguirements prescribed by this policy for competitive bids, bidders must furnish
particuiars of —

a) 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.

4) The Accounting Officer must ensure that copyright in any document produced, and the patent
rights or awnership 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.

36 Deviation from, and ratification of minor breaches of procurement processes
1} 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 convenient process, which may include direct negotia-
tions, but only —

(i} in an smergency; -
(a) Circumstances that warrant emergency dispensation, inc’ldd.és but are not Eimited to -
(i) the possibility of human injury or death;
(i) the possibility of damage to properly;

(i} failure to take necessary action may result in the municipality not being able fo
render an essential community service;

{(iv} the interruption of services related to communication facilities or support services
critical to the effective funclioning of the municipality as a whote; or

(v} the eminent possibility of serious damage occurring to the natural environment.

(b} The prevailing situation, or imminent danger, should be of such a scale and nature
that it could not readily be alleviated by interim measures, in order to allow time for
the formal tender process.

{c) Procurement in the case of emergencies must be tacitly approved by the relevant di-
rector or his delegate prior to incurring the expenditure (before issuing an instruction
to the supplier) and must be reported in writing to the Accounting Officer or delegated
official within three husiness days.

(i} if such goods or services are produced or available from a single provider only;

{iiiy for the acquisition of special works of art or historical objects where specifications are dif-
ficult to compile; :

{iv) acquisition of animats 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 including, but not limited to-:
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(&) ad-hoc repairs to plant and gquipment where it is not possible o ascertain the nature
or extent of the work required in order to call for bids;

{b) the unskilled fabour component of the Municipality's Local Labour Promotion Pro-
gramme (LLPP);

{c) the acquisition of services of altorneys and advocates subject that the acquisition of
such services to be deait with in terms of Delegations 4.2562, §1.1.35.1 and
5.1.1.35.3 of the Muhicipality’'s Delegation of Powers and Duties, as amended from
time to time and any Bargaining Council Agreements on Disciplinary Procedures,

(d) any contract refating to the publication of notices and advertisements by the munici-
pality where applicable legislation or applicabie council policy dictates.

{e) the acquisition of accommodation, car rental and air fravel! for official purposes, sub-
ject thereto that the acquisition of such services be dealt with in terms of the applica-
ble council policy.

(f) Membership and subscription to professional bodies and any training provided by
such bodies for purposes of obtaining continuous professional development poinis;

(g) the attendance of conferences and workshops;
(h) the use of couriers for official documents/parcels;

(i} the appointment of sheriffs of the court for the issuing of judicial summeons, judge-
ments and warrants.

b)) ratify any minor breaches of the procurement processes by an official or committee acting n
terms of delegated powers or duties which are purely of a technical nature; and

¢} may condone any irreguiar expenditure incurred in contravention of, or that is not in accord-
ance with a requirement of this Policy and which is not also a contravention of the Municipal
Supply Chain Management Regulations (GG 27636 of 30 May 2005), provided that such con-
donation and the reasons therefore shall be reported te Council at the next ensuing meeting.

2} The Accounting Officer must record the reasons for any deviations in terms of sub-clauses {1)(a)
and (b) of this policy and report them to the next Council Meeting and include as a2 note to the an-
nual financial statements.

3} Sub-clause (2) does not apply to the procurement of goods and services contemplated in clause
11(2} of this policy. o

37 Unsolicited bids

1) In accordance with Section 113 of the Act there is no obligation to consider unsolicited bids re-
ceived outside a normal hidding process.

2) The Accounting Officer may decide in terms of Section 113(2) of the Act to consider an unsolicited
bid, only if —

a} the product or service offered in terms of the bid is a demonstrably or proven unique innova-
tive concept;

b) the product or service will be exceptionally beneficial to, or have exceptional cost advantages;
¢} the person who made the bid is the sole provider of the product or service; and

dy the reasons for not going through the normal bidding processes are found to be sound by the
Accounting Officer.

3) If the Accounting Officer decides to consider an unsolicited bid that complies with sub-clause (2)
of this policy, the decision must be made public in accordance with Section 21A of the Municipal
Systems Act, ogether 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 was to be accepted; and

¢} an invitation to the public or other polential suppliers to submit their comments within 22 busi-
ness days of the notice,
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4} The Accounting Officer must submit all writien comments received pursuant to sub-clause (3), in-
cluding any responses from the unsolicited bidder, to the National Treasury and the Provineial
Treasury for comment.

5) The bid adjudication commitiee must consider the unsolicited bid and may award the bid or make
a recommendation to the Accounting Officer, depending on its delegations.

B) A meeting of the bid adjudication committee to consider an unsolicited bid must be open to the
public, '

7) When considering the matter, the adjudication committee must take into account —
a) any commenis submitted by the public; and

b} any written comments and recommendations of the National Treasury or the Provincial
Treasury.

8) If any recommendations of the National Treasury or Provincial Treasury are rejected or not fol-
lowed, the Accounting Officer must submit to the Auditor General, the Provingial Treasury and the
National Treasury the reasons for rejecting or not following those recommendations,

9) Such submission must be made within five business 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 22 husiness days of the submission.

38 Combating of abuse of the supply chain management system
1) The Accounting Officer is hereby enabled to -
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, favourit-
ism, unfair or irregular practices or failure to comply with this Policy, and when justified —

(i) take appropriate steps against such official or other role ptayer; or
(i) report any alleged criminal conduct to the South African Palice Service;

c) check the National Treasury's database prior to awarding any contract to ensure that no rec-
ommended 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 -

(iy 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 entily are in ar-
rears for more than three months; or

{(iiy who during the last five years has failed to perform satisfactorily on a previous contract
with the Municipality or any other organ of siate after written notice was given to that bid-
der that performance was unsatisfactory;

@) reject a recommendation for the award of & 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 {0 a person if —

{i} the person committed any corrupt or fraudulent act during the bidding process cor the exe-
cution 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 ihat benefited that person; and

g) reject the bid of any bidder if that bidder or any of its directors —

() has abused the supply chain management system of the Municipality or has committed
any improper conduct in relation to such system;

(if) has been convicted for fraud or corruption during the past five years;

(i} 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 Preven-
tion and Combating of Corrupt Activities Act {No 12 of 2004).
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2} The Accounting Officer must inform the National Treasury and relevant provincial treasury in writ-
ing of any actions iaken in terms of sub-clauses [1)(b)i), (&) or () of this palicy.

Part 3: LOGISTICS, DISPOSAL, RISK AND PERFORMANCE MANAGEMENT
39 Logistics management

1) The Accounting Officer must estabiish and implement an effective system of logistics manage-
ment, which must include -

a) 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;

¢} the placing of manual or electronic orders for all acquisitions other than those from petly cash;

d) before payment is approved, certification by the responsibie officer that the goods and ser-
vices are recsived or rendered on time and is in accordance with the order, the general condi-
tions of contract and specifications where applicable and that the price charged is as quoted
in terms of a confract;

g} approprigte 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;

1) regutar checking to ensure that all assets are properly managed and maintained in terms of
Council’'s Asset Management Policy, and

g) monitoring and review of the supply vendor performance to ensure compliance with specifica-
tions and contract conditions for particular goods or services,

hy Contracts will be implemented in terms of the requirements of Section 116 of the Act and
Coungil's Contract Managament Policy.

40 Disposal management

a) Assets must be disposed of in terms of the Municipal Asset Transfer Regulations, Overstrand
Municipality's Asset Management Policy and Administration of Immovable Property Policy re-
spectively.

b) Disposal Management does not represent a procuremeht process and is thus exempt from
the prohibitions of Clause 44 of this policy.-As a result, the municipality is not prohibited from
selling/disposing of movable or immovable assets te persons in the service of the state

41 Risk management

The Accounting Officer must implement an effective system of risk management for the identifica-
tion, consideration and avoidance of potential risks in the supply chain management system as
per Council's Risk Management Policy.

42 Performance management

The Accounting Gfficer must implement an internal monitoring system in order to determine, on
the basis of a refrospective analysis, whether the authorised supply chain management processes
were followed and whether the objectives of this Policy were achieved in terms of the Perfor-
mance Management System- Implementation Policy.

Part 4: OTHER MATTERS
43 Prohibition on awards 10 persons whose tax matters are not in order

1} Irrespective of the procurement process followed, the municipality may not make any award
above R30 000 to a person whose tax matters have not been declared by the South African Rev-
enue Service to be in order.

2) Before making an award to a person, the Municipality must first check wﬂh SARS whether that
person’s tax matters are in order.

3} If SARS does not respond within seven days, such person’s tax matters may for purposes of sub-
paragraph (1) be presumed {o be in order.
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44 Prohibition on awards to persons in the service of the state

1) Irrespective of the procurement process followed, no award may be made to a person In terms of
this Policy —

a) whao is in the service of the state;

b) 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

¢)  a person who is an advigor or consuitant contracted with the Municipality in respect of a con-
tract that would cause a conflict of interest.

45 Awards to close family members of persons in the service of the state

1) The Accounting Officer must ensure that the notes to the annual financial statements disclose par-
ticulars of any award of more than R2 000 {Inck. YAT) to a close family member of a person in the
service of the stale, or has been in the service of the siate in the previous twelve months, includ-
ing —

a) the nams of that person;
b} the capacity in which that person is in the service of the state; and
¢} the amount of the award.

486 Ethical standards

1) A code of ethical standards for supply chain management practitioners and other role players in-
volved in supply chain management is hereby established in accordance with sub-clause (2} 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.

2) An official or other role player involved in the implementation of the supply chain management pol-
oy — :
a) must treat ali 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, includ-
ing to any close family member, partner or associate of that person, of a value more than
R350;

d) notwithstanding sub-clause (2)c), must declare to the Accounting Officer details of any re-
ward, 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 delails of any private or business interest which that
person, or any close family member, partner or associate, may have in any proposed pro-
curement 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 precess or in the award of a contract in which that person, or any close family mem-
ber, partner or associaie, has any private or business interest;

g) must be scrupulous in his or her use of property belonging to the municipality;

h) must assist the Accounting Officer in combating fraud, corruption, favouritism and unfalr 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 man-
agement system which that person may become aware of, including -

() any alleged fraud, corruption, favouritism or unfair conduct;
{ii} any alleged contravention of clause 47(1} of this policy, or

{iii} any alleged breach of this code of ethical standards.
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3) Declarations in ferms of sub-clauses (2){(d) and (e} -
a) must be recorded in a register which the Accounting Officer must keep for this purpose;

(i) by the Accounting Officer must be made to the mayor of the municipality who must ensure
that such declarations are recorded in the register.

4} A breach of the code of ethics must be dealt with as follows -

a) in the case of an employes, in terms of the disciplinary procedures of the Municipality envis-
aged in section 67{1){h) of the Municipal Systems Act;

b} inthe case a councillor, in ferms of Schedule 1 of the Systems Act;

¢} in the case a role player who is not an employee, or a councillor through other appropriate
means in recoghition of the severity of the breach; and

d) in all cases, financial misconduct must be dealt with in terms of Chapter 15 of the Act.
47 Inducements, rewards, gifts and favours to municipal officials and other role players

1) No person who is a provider or prospective provider of goods or services, or a recipient or pro-
spactive recipient of goods disposed or to be disposed of may either directly or through a repre-
sentative 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 —
{iy any official; or
(i} any other role player invalved in the implementation of this Policy.

2} The Accounting Officer must promptly report any alieged coniravention of sub-clause (1) to the
National Treasury for considering whether the offending person, and any representative or inter-
mediary 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.

3} Sub-clause {1) does not apply to gifts less thar}'RSSO {Incl. VAT} in value.
48 Sponsorships

1} The Accounting Officer must promptly disclose to the Nationat Treasury and the relevant provin-
cial treasury any sponsorship promised, offered or granted, whether directly or through a repre-
sentative 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.
4% Objections and complaints

Persons aggrieved by decisions or actions taken in the implementation of this supply chain manage-
ment system, may lodge within 10 business days of the decision or action, a written objection or com-
plaint against the decision or action subject to the payment of applicable appeal deposit as per Coun-
cif's approved tariffs.

50 Resolution of disputes, objections, complaints and queries

1) The Accounting Officer must appoint an independent and impartial person or persons, not directty
involved in the supply chain management processes —

a) to assist in the resolution of disputes hetween the Municipaiity and other persons regarding -

() any decisions or actions taken in the implementation of the supply chain management
system; or

{iiy any matter arising from a contract awarded in the course of the supply chain management
system;

b} to deal with objections, complaints or queries regarding any such decisions or actions or any
matters arising from such contract.

2} 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.
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3) The person appointed must -
a) strive to resolve prompily 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.

4) A dispute, objection, complaint or query may be referred to the Provincial Treasury if —
a) the dispute, cbjection, comglaint or gquery is not resolved within 46 business days; or
b} no response is forthcoming within 46 business days.

5) If the Provincial Treasury does not or cannot resolve the matler, the dispute, objection, complaint
or query will be referred to the National Treasury for resolution.

8) This clause must not be read as affecting a person’s rights to approach a court at any time.
51 Contracts providing for compensation based on tumover

1) If a service provider acts on behalf of the Municipality fo 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:-

a) A cap on the compensation payable to the service provider; and
b) That such compensation must be performance based.
52 Public-Private Partnerships
Public-Private Partnerships will be procured in terms of Part 2 of Chapter 11 of the Act.
53 Contract Management

Contracts wili be implemented in terms of the requirements of Section 116 of the Act and Council's
Contract Management Policy.

54 Short title and commeancement .
This part of the policy is called the Overstrand Munibipality Supply Chain Management Policy.

This policy will come into effect on 1 July 2018 and will be reviewed at least annually by way of a
Coungcil resolution, '

Q01774129
2017105131
2016102124
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1

SCOPE

This policy establishes the Municipality's policy for infrastructure procurement and delivery manage-
ment in accordance with the provisions of the regulatory frameworks for procurement and supply
chain management. It includes the procurament of goods and services necessary for a new facility to
be oceupied and used as a functional entity but excludes:

1) the storage of goods and equipment following t_ﬁe'n‘ delivery fo the Municipality which are stored
and issued 1o contraciors or to employees;

2) the disposat or letting of land;

3} the conclusion of any form of land availability agreement;

4} the leasing or rental of moveable assets; and

8) pubiic private partnerships.
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2 TERMS, DEFINITIONS AND ABBREVIATIONS
1} Terms and definitions

For the purposes of this document, the definitions and terms given in the standard and the follow-

ing apply:

agent:

person or organization that is not an employes of the Municipality that acts on the Municipali-
ty's bahalf in the application of this document

authorised person:

the Municipai Manager or the approgriately delegaled authority to award, cancel, amend,
axtend or fransfer a cenfract or order

conflict of interest:

any situation in which:

someong in a position of trust has competing professional or personal interesis which make it
difficult for him to fUHi his duties impartially,

an individual or organization is in a position to exploil a professional or official capacity in
some way for his personal or for corporale bensfit, or

incompatibility or confradiclory interests exist between an employee and the organization
which employs that employee

contract cwner;

person responsible for adminisiering a package on behalf of the employer and perfomming
duties relating to the overall management of such contract from the implementer's point of
view

family member;

& person's spouse, whether in a marriage or in a custemary union according to indigencus
law, domestic partner in a civit union, of child, parent, brother, sister, whether such a relation-
ship results from birth, marriage or adopticn

framewark agreement: an agreement between an organ of stale and cne or more coniractors, the purpese of which
is 1o establish the terms goveming orders o be awarded during a given period, in paricular
with regard to price and, where appropriale, the quantity envisaged

gate: a condrol point at the end of a process where a decision is required before proceeding to the

nexl process or activity

gateway review:

an independent review of the availabie information al a gate upon which a decision to proceed
or not {o the next process is basad

gratification:

an inducement to perform an improper act

infrastructure delivery:

the combination of all planning, technical, adminisirative and managerial actions associaled
with the construgtion, supply, renovation, rehabilifation, alteration, maintenance, operation o
disposal of infrastructure

infrastructure procure-
ment:

the procurement of goods or sanvices including any combination therect associated with lhe
acquisition, renovation, rehabilitation, alleration, maintenance, operation or disposal of infra-
structure

maintenance:

the combination of all technical and associated administrative actions during an item's service
life 1o retain it in a state in which it can salistactorly perforin its raquired function

operation; gombination of all technical, administrative and managerial actions, olher than maintenance
actions, that resuits in the itérn being in use
order: an instruction lo provide goods, services or any combination thereof under a framework

agreement

organ of state:

an organ of state as defined in section 239 of the Constitulion of the Republic of South Africa

procurement document: | documentalion used to inttiate or conclude {or both) a contract or the issuing of an order

principal: a natural person who is a partner in a partnership, a sole proprietor, a director a
company established in terms of the Companies Act of 2008 {Act No. 71 of 2008) or
a member of a close corporation registered in terms of the Close Corporation Act,
1984, {Act No. 69 of 1984)

standard: the latest edifion of the Standard for Infrastructure Precurement and Delivery Man-
agement as published by National Treasury

working day: any day of a week on which is nol a Sunday, Saturday or public holiday

2) Abbreviations

For the purposes of this document, the following abbreviations apply

a} CiDB:
h) SARS:

Construction industry Development Board

South African Revenue Services
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3 GENERAL REGUIREMENTS

1)

2)

3)

4)

5)

Delegations

a) The councii of the Municipality hereby delegates alt powers and duties to the Accounting Of-
ficer to enable him or her o

(i) discharge the supply chain management responsibilities conferred on accounting offic-
ers in terms of Chapter 8 of the Local Government Municipal Finance Management Act
of 2003 and this document;

(i)  maximise adminisirative and operational efficiency in the implementation of this docu-
ment;

(i enforce reasonable cost-effective measures for the prevention of fraud, corruption, fa-
vouritism and unfair and irregular practices in the implementation of this document; and

{(iv) comply with his or her responsibilities in terms of section 115 and other applicable provi-
sions of the Local Government Municipal Finance Management Act of 2003,

(v} No departure shall be made from the provisions of this policy without the approval of the
Accounting Officer of the Municipality

(vi} The Accounting Officer shall for oversight purposes:

{vii} within 22 business days of the end of each financial year, submit a repori on the imple-
mentation of this policy 1o the council of the Municipality.

{viil) whenever there are serious and material problems in the implementation of this policy,
immediately submit a report to the council.

(ix) within 6 business days of the end of each quarter, submit a report en the implementation
of the policy to the mayor; and

(x) make the reports public in accordance with section 21A of the Municipa! Systems Act of
2000.

Implementation of the Standard for Infrastructure Procurement and Delivery Management

infrastructure procurement and delivery management shall be undertaken in accordance with all
applicable legislation and the relevant requiremenis of the lalest edition of the National Treasury
Standard for Infrastructure Procurement and Delivery Management.

Supervision of the infrastructure delivery management unit

The Infrastructure Delivery Management Unit shall be directly supervised by the Head: Supply
Chain Management.

Objections and complaints

Persons aggrieved by decisions or actions taken in the implementation of this policy, may lodge
within 10 business days of the decision or action, a written objection or compiaint against the de-
cision or action.

Resclution of disputes, objections, complaints and ¢ueries

a) The Accounting Officer shall appoint an independent and impartial person, not directly in-
volved in the infrastructure delivery management processes to assist in the resolution of dis-
putes between the Municipality and other persons regarding:

(i) any decisions or actiong taken in the implementation of the supply chain management
system;

(il any matter arising from a contract awarded within the Municipality's infrastructure delivery
managemeni system; or

(i#) fo deal with objections, complaints or queries regarding any such decisions or actions or
any matters arising from such contract.

B) The Accounting Officer, or another official designated by the Accounting Officer, is responsi-
ble for assisting the appointed person to perform his or her functions effectively.

c} The person appointed in terms of 3(6)(a} shall:

(i} strive to resolve promptly all disputes, objections, complainis or queries received; and
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(i} submit monthiy reports to the Accounting Officer on ali disputes, objections, complaints or
quertes receivad, attended to or resolved.

d} A dispute, objection, complaint or query may be referred to the Western Cape Provincial
Treasury if;

(iy the dispute, objection, complaint or query is not resolved within 46 business days; or
(i) no response is forthcoming within 46 business days.

(i) i the Western Cape Provincial Treasury does not or cannot resolve the matter, the dis-
pute, objection, complaint or query may be referrad to the National Treasury for resolu-
tion.

4 CONTROL FRAMEWORK FOR INFRASTRUCTURE DELIVERY MANAGEMENT
1} Assignment of responsibilities for approving or accepting end of stage deliverables’

The responsibilities for approving or accepting end of stage deliverables shall be as stated in Ta-
ble 1.

2) Gateway reviews
a) Gateway reviews for major capital prolects above a threshold

The Accounting Cfficer shall appoint a gateway review team in accordance with the provisions
of clause 4.1.13.1.2 of the standard to undertake gateway reviews for major capital projects.

Table 1: Responsibilities for approving or accepting end of stage deliverables in the conirol
framework for the management of infrastructure delivery

0 { Project initiation Relevant Director accepts the initiation report
1 Infrastructure planning Retevant Director approves the infrastruclure plan
2 | Slrategic resourcing Retevant Director approves the delivety and / or procurement strategy
3 Pre-feasibitity Relevant Director aceepts the pre-feasibility report
Preparation and briefing Relevant Directof accepts the strategic brief
4 Feasibility Relevant Directot accepts the feasibilily reper
Cancepl and viability Relevant Director accepis the concept report
5 | Design development Relevant Director accepls the design development report
Relevant Director accepts the pars of the production information which are
. 6A Production information identified when the design development report is accepted as requiring ac-
6 Demgn_ docu- ceptance
mentafion 6B Manufaclure, fabricalion & | The contract owner accepts the manufacture, fabrication and conslruction
censtruction information information
7 1| Works The contract owner _certilies completion of the works or the delivery of goods
and associated setvices
8 § Handover The owner or end user accepts liability for the works
The contract owner or supervising ageni certifies the defects cartificate in
. accordance with the provisions of the contract
8 | Package completion The condract owner cerlifies final completion in accordance with the provisions
of the contract
Coniract owner accepls the close out report

5 CONTROL FRAMEWORK FOR INFRASTRUCTURE PROCUREMENT

1) The responsibilities for taking the key actions associated with the formation and conclusien of con-

tracts including framework agreements above the quoiation threshold shall be as stated in Table
2.

1 The terms "approve” and “accept” have the meanings "officially agree to” and "receive as adequats, valid, or suilable give an afiirmative answer to a proposal’,
respectively. Approvals will typically take place ai a senior management level whilst aceeptances can be made at a lower level. Approvals and acceptancas can
be granted by individuais or commitiees. Where a municipality or municipal entily implements a project an behalf of an orgen of stale, acceptance | approval of
end of stage deliverables may have to be granted in consultation with such an organisation. Altemafively il may be assigned lo a party to an agency agreamant
developed in accordance with the proviskons of datrses 5.2 of the sfandard. As a result, Tabls 1 may have 1o diferendiale befween own infraslructure and clignt
institution’s infrastructure. L may also have to differentiate between the value and bype of projacts.
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2} The responsibilities for taking the key actions associated with the quotation procedure and the ne-
gotiation procedure where the value of the contract is tess than the threshold set for the quotation
procedure shall be as follows:

a} the refevant Diractor shall grant approvai for the issuing of the procurement documents, based
on the contents of a documentation review report developed in accordance with the provisions
of the standarg;

b) the authorised person may award the confract if satisfied with the recommendations contained
in the evafuation report prepared in accordance with the provisions of the standard.

3) The responsibilities for taking the key actions associated with the issuing of an order in terms of a
frarmework agreament shail be as stated in Table 3.

6 INFRASTRUCTURE DELIVERY MANAGEMENT REQUIREMENTS
1} Institutional arrangements
a} Committee system for procurement’
iy General

{a) A committee system comprising the bid specification committee, bid evaluation com-
mittee and hid adjudication committee shall be applied to all procurement procedures
where the estimated value of the procurement exceeds the financial threshold for
guotations and to the putting in place of framework agreemenis.

(b} The bid evaluation committee shall, where competition for the issuing of an order
amongst framework contractors iakes place and the value of the order exceeds the fi-
nancial threshold for quotations, evaluate the guotations received.

{c) The persons appoinied in writing as technical advisors and subject matter experts
may attend any committee meeting.

{d) Mo person who is a political officer bearer, a public office baarer including any council-
jor of & municipality, a political advisor or a person appointed In terms of section 12A
of the Public Service Act of 1994 or who has a conflict of interest shall be appointed to
a bid specification, evaluation or bid adjudication committee.

{e} Commitiee decisions shall as far as possible be based on the consensus principle i.e.
the general agreement characterised by the lack of sustained opposition to substan-
tial issues. Committees shall recard their decisions in writing. Such decisions shall be
kept in a secured environment for a period of not less than five years after the com-
pletion or cancellation of the contract unless otherwise determtined-in terms of the Na-
tional Archives and Record Services Act of 1986,

(fi Committees may make degcisions at meetings or, subject to the committee chairper-
son's approval, on the basis of responses to documents circulated to committes
members provided that not less than sixly percent of the members are present or re-
spond to the request for responses. Where the committee chairperson is absent from
the meeting, the members of the committee who are present shall elect a chairperson
from one of them to preside at the meeting.

(ii) Bid specification committee
{a) the Accounting Officer shall appoint in writing:

{f) the persons to review the procuremant documents and to develop a procurement
documentation review report in accordance with clause 4.2.2.1 of the standard;
and

(i) the members of the bid specification commitiee.

z SCM Regulation 26 of the MFMA requires that a commitiee system be established for procurement above the threshold for quota-

tiens. A municipality of a municipal entity may require that the bid adjudication committee also deal with quotatians.

The principle of segregation {an internal control designed 1o prevent error and fraud by ensuring that at least two individuals are re-

sponsible for the separate parte of any task) is dealt with the commiltee system in the standard as follows:

« procuremenl gate 3: a technical evaluation of procurement documents and an approval of such documentation;

e procurement gate 5: a technical evaluation of submissions and an authorization to proceed with the next phase of a procure-
ment process; and

e procurement gate 6: a tender evaluation and a recommengdation to award a contract.
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(b} The bid specification committee shall comprise one or more persons, The chairperson
shall be an employes of the Municipality with requisite skills. Other members shall
where relevant, include a representative of the end user or the department requiring
infrastructure delivery.

(¢} No member of, or technical adviser or subject matter expert who participates in the
work of any of the procurement commitiees ot a family member or associale of such a
member, may tender for any work associated with the tender, which is considered by
these commitiees,

Page 38 of 68



80 4o B¢ 362y

&0
i
- m
ueWEBEUEL ABAIISP SIMINLSERU JO) JOMSUE) [0RUS 81 1o (Buninesas aBajens) z seys Buunp padopasp ABeiENS JUstUSINOQId € Ul PESSBIPPE 10U SeoKUas pue spaod o) Aue salddy .
J8DIC IO JXRRUCY Syl UM PRjEIN0SSe LI0)SAS .
‘O stliLipe ssedeled e)jep pue senofed s Jojoenuad peojdn pue ejep Ao | Jusiwded pur juswabeuesLu [gloueuy ul ejep peodn 0 5S enuos plEmy | g
Joenues ey Jo Adoa paubis e LM J0j0eUG . BNUGD DIBM .
W. uos1ad pasiioyiny 8y} ensst pue Bunum Ul Jsye Jepua) sy} jdease Ajeuliod RERUOD pIemy | L0d £
_ PREME 10j UONBPUAWIWLGDS) 8B 10 UDNEISP)S 110052 LOYEN(EAD _
88)])LLILI0D WOREDIpNIPE pig | -U0J8 JG) SSiLL00 UOREN|BAD DI 01 OB JoLB) (RIS 97) 15PUS) BU) Ut POLIEILOS SUONEPUBLILIND WIHUO?) 99 ¥
-MULIGH UCNENBAS PI] AU} JO SUOREPURLILICDRN MAINGY Si2Y0 v
ssa00id ainpsncid suonenofisu aaned 12pus} Slenjgas
SEILUWOI uoLeniEAs pig Bpue) aUy) Jo abeys Ixeu sy} o) Uossaboid asuoLne -Woo Jo [esodoud ‘paenb syl ulssasold 19pUs) | SO 2T
puE suolepusLIWooal Anel ‘Lods: uoleneae manay | Jo aseyd st yim pasotud o) uollesiouing wego
(00 1260ng BU) Y 802|C 9E) . d uy s2e 9196pNg YU WUO :
_ M UCNBYNSLOD W IBUMD JORHUON, o JuslwiaInoold st 10) S[CR(IBAR | SOUBLY 1B WU 30| Ul 822 §180PNG 1BV, ULJUOY | 94 E'E siayo opus yogos | ¢
- N EILSLU dde e . o
A0j034 JUeASIS -naap Juawaunoosd ay Jo funss) sy Joj [eacidde el SIUBIN0P JUBLIBIMD0I 10j feAOICd. UIRIG0 | €O Z°E
2npaood uohey)
: paioI0s 8q | -0Bau BY} JO B3N BY 10 J9NEW PAUYLCD & yeoIdde . ASsieds wauming
JORRUQWERIRY | oy s1e0 sapus) Jey) s Saiialels Jo Uoosios W0 | o} sienaidde oyads Bupnou; paydope 8 o) te | 2992 o wosppeq |
jel) saifalens Juawsainooxd oy eacidde uElgo
d SejEwgse _m_ocmcw ssa00ud . painpold &g _,
ICjaalr JUBA9iey BU puUz YIom JO 2doas peolq Bl UC POSE( JUBILRINI0) Jwewaimooid ) U Leys 0 Lossitisd UBIGO 1od el o st leym ystgeiss | ¢
au Yy pesacid 0 Jou ; paaooid 0} UOISIDEP B SYEp

PIoYSauifl UCHRIOND BU} BAOGE SISLIUCD JO HOISNIU0D PUR UORBULIOY 8] YIIM PRIBIS0SSE Sojel pue SefiIAOe JUSLIRINI0Id iZ @jqe]

g 1dvd — ADIMOd LNINISVYNYIN NIYHD AlddnS
ALNMYAIINNA ONYH LSHINAD




wolus

205

39 40 p¥ sbed

Aployine pajebsiap Aetdodde -
aopoanp oaload -
LIBUAD 1DBAUGD -
ISMOIOL SE 24 PIICD SUNLIBAC 1500 JOJ $8582.0L Ay} ‘a|duuexs 104 "2S20Ioul Yora )IM 19A8| JOIISS Si0w B te pelueub aq o} spasu sabe
quacied ssoy) peaaxs o) easidde weuw Buiag aidiund By ‘AsAndodss) 'SUNIIBAC Bl pUe 100 SDBUEL 0) AJESSE09U aG ABIW O9D1d U usalf sanjea %,0¢ Pus %0Z a3 o dn Buipeat Sploysalq) peddalg c

%0l e
%0L 0152 v
%SEs e

-BRUBHY Ui LONE)NSUOD Ul ISUMS JDBILOT

yiomalsey) 1sBuoe Lognaduod Buumbal jou 1oy palIlqNs SUOSER) WIYLAT)

fuoyine palebaep 19d 5y | Adod paubis 2 yim JOPRBHUCD Y3 anss: pue Bunum ut Jaje a4y amum”_um_wmmcﬁwwu 15pi0 2l Jo Buingst ay] asuoyny o4 9
-SUGIRpLAULLOSR) Jaalal 40 LLuoD pue yodel uojien|EAs meine: ‘&|qeoydde 4

1) Qi LOREAISUOS Ul Ewﬂﬁﬂ%ﬂ% panssi g ABw J8PI0 SU} JBL 05 BQE|IBAR S| BJUBUY IBU] WIYUOD 2oB|d U ese $195pNg Jeyl o £94 ¥

ey eI § pUEIEE] hmww_cmw_m spuelngep Juatanoed auy jo Buinss ey 1oy _m;..oaam JUBIE) sjuswnNoop juawainacud Jof jeacsdde ujglqQ 794

JusisfEURp JUSWSING0IS B PUBWAY 18 pEIALL 3¢ SUBHEIOND JRUL 1ONISUE G SIOKERU00 5() BULBAGD |UBWIERIEE SIOMBLIEL SU0 e} Mwﬁﬁ_ wm_mmw hwﬁw 194 |

10398)U00 Yomalwey e Bunoeies o) SUCSes) HYEYISNE LD

OLIS2IBE WIOMOULY P JO SULISY U} DJOYSS.I] UoeIonh Byl BAOQE JOPI0 UE JO BUINSS! oY) YIIM Pa1eI208se 5018 pue SSIAIDR JUBWISINOCI ©f &jqe ]

fwovine paiebajap Jad sy J0EAUOD 0} JusLipuaLLe pesodosd aadiddy 15RAUCS B pusLLE 0] jeacidde LBgn 0469
I01AHCT JUeAR 8 nowe satddy 10BIUOO B BleullIs) 10 jgoued o) jeadidde uiglg | 3994 €0
Aaanaads
proysaIy) S -84 06 pue 907 eyl auow £g 8plo ue jo Buinss) ay) o J0BIUGO B .
Roune payebejep sed sy & SADGE SUNLBAD 1803 PUE SLE JO JUNOWE er0iddy | j0 pleme |2 uojsidwon 1oy auwl sip 4o 'uojieyu) 10y Jusuisnipe soud pue a80d 29
salaushunuos Buipniaxa 'seaud Jo (ejol al) peacxs o) |eanidde WEIGO
ojouseu pabeueaied paysads & o} dn 1epo Uk Jo Bumssi sy 10 Jaued €
fuouine priebatap Jad sy pUEME BY] 1B Uc)edLI0D 10) S 9y J0 'uoileyw Jof Jusluisalpe soud pue | D88d 9'0
34} 01 40 SUNLIBAO 1500 PUE U 40 JUNOWIE 3A0uddy semuabunuos Supnioxe “seald 10 (8103 BU) 85E9I5UL O [EACHIGE WRIGD
ME| 10 LNOS
10]38110] JUEASESY 10 10JBLIGUE UE O JUBLERIESS [BUl] J0) 10 J08aphle JOlEIIPRIpe UB ¢} alndsip & 15128 pue Ajlou o) [eaoidde WEIZD | 9394 59
UE 0] SiNdsIp B |0 [BL@)8! 81} 10 UDISSILaY JUEIS
101381 JUBASIS sofieuiep "sabewep soususopad mo| 10 sejeusd aalem O) acidde uiglan | vasd +o
1asli] eA9oy soeuLiopgad mop 10 sajeusd |0 JoAEM SA0lddy ; : -

sjuawannbsd
b soueyd
~LI0T WYL
puE speIU)
JOSIHIUPY

(papniou02) 7 2ige ]

g 14Yd ~ A2IT704d INIHIDVYNYIN NIVHD Alddns
ALMTVYAIDINNRN GNYHLSYHIAD
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SUPPLY CHAIN MANAGEMENT POLICY - PART B

{iii) Bid evaluation committee
(@) The accounting officer shall appoini in writing:

(i} the persons to prepare the evaluation and, where applicable, the quality evalua-
tions, in accordance with clauses 4.2.3.2 and 4.2.3.4 of the standard, respective-
ly; and

{ily the members of the bid evaluation committee,
(0) A bid evaiuation committee must as far as possible be composed of-

(i) the budget holder and other officials from departments requiring the goods or ser-
vices

{c) atleast one delegated supply chain management practitioner”,

{d) The bid evaluation committee shall review the evaluation reports preparad in accord-
ance with sub clause 4.2.3 of the standard and as a minimum verify the following in
respect of the recommended tenderer;

{i} the capability and capacity of a tenderer to perform the contract;
(i) the tenderer's tax and municipal rates and taxes compliance status;

(it} confirm that the tenderer's municipal rates and taxes and municipal service
charges are not in arrears;

(iv) the Compulsory Declaration has been completed; and

(v) the tenderer is not listed in the National Treasury's Register for Tender Defauliers
cr the List of Restricted Suppliers.

{e} No tender submitted by a member of, or technical adviser or subject matter expert
who participates in the work of the bid specification commitiee or a family member or
associate of such a member, may be considerad by the bid evaluation commitiee.

{f) The chairperson of the bid evaluafion committee shall promptly notify the accounting
officer or chief financial officer or designation of delegale of any respondent or ten-
derer who is disgualified for having engaged in fraudulent or corrupt practices during
the tender process.

(iv) Bid adjudication committee

(a) The bid adjudication committes must be composed of a"t least four directors of the
municipality which must include —

(i} the Chief Financial Officer or, if the Chief Financial Officer is not available, anoth-
er manager reporting directly to the Chief Financial Officer and designated by the
Chief Financial Officer; and

(i) a senior supply chain management practitioner.

(b} No member of the bid evaluation committee may serve on the bid adjudication com-
mittee. A member of a bid evaluation commiitee may, however, pariicipate in the de-
liberations of a bid adjudication commitiee as a technical advisor or a subject matter
expert.

{c) The bid adjudication committee shall;
{iy consider the report and recommendations of the bid evaluation committee and:

1. verify that the procurement process which was followed complies with the
provisions of this document,

2. confirm that the report is complete and addresses all considerations neces-
sary to make an award or & recommendation;

3. confirm the validity and reasonableness of reasons provided for the elimina-
tion of tenderers; and

4 A supply chain management practilioner in the context of infrasiructure delivery includes a built environmient professional
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(d)

(e)

(f)

(g}

(h)

4. consider commercial risks and identify any risks that have been overlooked or
fall outside of the scope of the report which warrant investigation prior to tak-
ing a final decision; and

{ii) refer the report back to the bid evaluation committee for their reconsideration or
make an award or a recommendation to the Accounting Officer on the award of a
tender, with or without conditions, together with reasons for such recommenda-
tion.

The bid adjudication committee shall consider proposals regarding the cancellation,
amendment, extension or transfer of cantracts that have been awarded and make a
recommendation to the authorised person on the course of action which should be
taken.

The bid adjudication committee shall consider the merits of an unsolicited offer and
make a recommendation to the Accounting Officer.

The bid adjudication commitiee shali report to the Accounting Officer any recommen-
dation made to award a confract to a tenderer other than the tenderer recommended
by the bid evaluation committee, giving reasons for making such a recommendation.

The bid adjudication committee shall not make a recommendation for an award of a
coniract or order if the recommended tenderer or framework contractor has:

(i) made a misrepresentation or submitted false documents in competing for the con-
tract or order; or

(i} been convicted of a corrupt or fraudulent act in competing for any contract during
the past five years.

The bid adjudication committee may on justifiable grounds and after following due
process, disregard the submission of any tenderer if that tenderer or any of its direc-
tors, membars or trustees or partners has ahused the delivery management system
or has committed fraud, corsuption or any other improper conduct in refation {o such
system. The National Treasury and the Western Cape Provincial Treasury shall be in-
formed where such tenderers are disregarded.

b) Actions of an authorised person relating to the award of a contract or an order.

{y Award of a contract

(a)

The authorised persen shall, if the vaiue of the contract inclusive of VAT, is within his
or her delegation, consider the repori(s) and recommendations of the bid adjudication
committee, or in the case of the awards for confracts below the gquotation threshold,
the recommendation of the bid evaluation committee, and either:

(i) award the contract after confirming that the report is complete and addresses all
considerations necessary t¢ make a recommendation and budgetary provisions
are in place; or

(i) decide not to proceed or to start afresh with the process.

The authorised person shall immediately notify the Head: Supply Chain Management
if a tender other than the recommended tender is awarded, save where the recom-
mendation is changed to rectify an irregularity. Such person shall, within 10 business
days, notify in writing the Auditor-General, the National Treasury and the Western
Cape Provincial Treasury of the reasons for deviating from such recommendation.

(ii} Issuing of an order

(a)

The authorised person shall, if the value of an order issued in terms of a framework
contract, is within his or her delegation, consider the recommendation of the bid eval-
uation committea or the delegated authority, as relevant, and either;

(i} authorise the issuing of an order in accordance with the provisions of clause 4 2.5
of the standard by

1. confirming that the required goods or services, or any combination thereof,
are within the scope of the work associated with the relevant framework

Page 42 of 68



208
OVERSTRAND MUNICIPALITY g{;g)iif,g
SUPPLY CHAIN MANAGEMENT POLICY — PART B

2. considering the recommendations of the evaluation report where competition
amongst framework contracts takes place or a significant proportion of the to-
tal of the prices is negotiated, based on the financial parameter contained in
the framework contract, and either confirm the reasonableness of such rec-
ommendations and sign the acceptance of the order, refer the evaluation re-
port and recommendation back to those who prepared it; or

(i} decide not to proceed or to start afresh with the process.
¢) Conduct of those engaged in infrastructure delivery
(i) Genaral requirements

{a) All personnel and agents of the Municipality shall comply with the requirements of the
CIDB Code of Conduct for all Parties engaged in Construction Procurement. Thay
shall;

(i) behave equitably, honesily and transparently,

ii) discharge duties and obligations timeously and with integrity;

(i)  comply with all applicable legisiation and associated regulations;

{iv) satisfy all relevant requirements established in procurement documents;
{v) avoid conflicts of interest; and

(viy  not maliciously or recklessly injure or attempt to injure the reputation of another
party.

(b} All personnet and agents engaged in the Municipality's infrastructure delivery man-
agement system shall:

(i) not perform any duties o untawfully gain any form of compensation, payment
or gratification from any person for themselves or a family member or an asso-
ciate;

{ii) perform their duties efficiently, effectively and with integrity and may not use
their position for private gain or to improperty benefit another person;

(i} strive to be familiar with and abide by all statutory and other instructions appii-
cable to their duties;

(ivi  fumish information in the course of their duiies that'is complete, true and fair
and not intended to mislead;

(v}  ensure that resources are administered responsibly;
(vi)  be fair and impartial in the performance of their functions;

(vi)  at no time afford any undue preferential treatment to any group or individual or
unfairly discriminate against any group or individual,

{(viii) not abuse the power vested in them;

(ix)  not place themselves under any financial or other obligation to external individ-
vals or firms that might seek to influence them in the performance of their du-
ties;

{x) assist the Municipality in combating corruption and fraud within the infrastruc-
ture procurement and delivery management system;

(xi} not disclose information obtained in connection with a project except when
necessary {o carry out assigned duties;

(xii) not make false or misleading entries in reports or accounting systems; and

(xii) keep matters of a confidential nature in their possession confidential unless
legisiation, the performance of duty or the provision of the law require other-
wise.

{c) An employee or agent of the Municipality may not amend or tamper with any submis-
sion, tender or contract in any manner whalisoever.
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(i) Conflicts of interast

(a) The employees and agents of the Municipality who are connected in any way to pro-
curement and delivery management activities which are subject to this policy, shall:

(i} disclose in writing to the employee of the Municipality to whom they report, or to
the person responsible for managing their contract, if they have, or a family mem-
ber of associate has, any conflicts of interest; and

(i) not participate in-any activities that might lead to the disclosure of the Municipality
proprietary information,

(b} The employees and agents of the Municipality shalt deciare and address any per-
ceived or known conflict of interest, indicating the nature of such conflict to whoever is
responsible for overseeing the procurement process at the start of any deliberations
relating {0 a procurement process or as soon as they become aware of such conflict,
and abstain from any decisions where such conflict exists or recuse themselves from
the procurement process, as appropriate.

{c) Agenis who prepare a part of a procurement document may in exceptional circum-
stances, where it is in the Municipality’s interest to do so, submif a tender for work as-
sociated with such documents provided that:

{iy the Municipality states in the tender data that such an agent is a potential tender-
er;

(i} all the information which was made available to, and the advice provided by that
agent which is relevant {o the tender, is equally made available to all potential
fenderers upon request, if not already included in the scope of work; and

(iii} the hid specification committee is satisfied that the procurement document is ob-
jective and unbiased having regard to the role and recommendations of that
agent.

(iii} Fvaluation of submissions received from respondents and tenderers

(a) The confidentiality of the outcome of the processes associated with the calling for ex-
pressions of interest, quotations or tenders shall be preserved. Those engaged in the
evaluation process shall;

(i} not have any conflict between their duties as an employee or an agent and their
private interest; L .

(i) may not be influenced by a gi.ft or consideration {including acceptance of hospi-
tality) to show favour or disfavour to any person;

{1y deal with respondents and tenderers in an equitable and even-handed manner at
all times; and

{iv) not use any confidential information obtained for personal gain and may not dis-
cuss with, or disclose to outsiders, prices which have been quoted or charged to
the Municipality.

(b} The evaluation process shall be free of conflicts of interest and any perception of bias.
Any connections between the employees and agents of the Municipality and a ten-
derer or respondent shall be disclosed and recorded in the bid adjudication evaluation
report.

{c} the Municipality’s personnel and their agents shall immediately withdraw from partici-
pating in any manner whatsoever in a procurement process in which they, or any
close family member, partner or associate, has any private or business interest.

{iv) Non-disclosure agreements

Confidentiality agreements in the form of non-disclosure agreements shali, where appro-
priate, be entered into with agents and potential contractors to protect the Municipality’s
confidential information and interests.
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(v) Gratifications, hospitality and gifis

{a) The employees and agents of the Municipality shall not, directly or indirectly, accept
or agree or offer to accept any gratification from any cther person including a com-
mission, whether for the benefit of themselves or for the benefit of ancther person, as
an inducement to improperly influence in any way a procurement process, procedure
or decision.

(b) The employees and agents of the Municipality as well as their family members or as-
saciates shall nat receive any of the following from any tenderer, respondent or con-
tractor or any potential contractor:

(iy money, loans, equity, personal favours, benefits or services;
(i) overseas trips; or

(ifl) any gifts or hospitality irrespective of value from tenderers or respondents prior to
the conclusion of the processes associated with a call for an expression of inter-
est or a tender.

{c) The employees and agents of the Municipality shall not purchase any items at artifi-
cially low prices from any tenderer, respondent or contractor or any potential conttac-
tor at artificially low prices which are not available to the public.

{d) All employees and agents of the Municipality may for the purpose of foslering inter-
personal business relations accept the following:

{) meals and entertainment, but excluding the cost of transpart and accommodation;

{i} promotional material of small intrinsic value such as pens, paper-knives, diaries,
calendars, etc;

(i) incidental business hospitality such as business lunches eor dinners, which the
employee is prepared {0 reciprocate;

(iv) complimentary tickets o sports meetings and other public events, but excluding
the cost of transport and accommodation, provided that such tickets are not of a
recurrent nature; and

(v) gifts in kind other than those listed in a) to d) which have an intrinsic value greater
than R350 unless they have not declared them to the Accounting Officer or dele-
gated official. T

{e} Under no circumstances shall gifts be accepted from prospective contractors during
the evaluation of calls for expressions of interest, gquotations or tenders that could be
perceived as undue and improper influence of such processes.

(fy Employees and agents of the Municipality shall without delay report to the Accounting
Officer or appropriately delegated authority any incidences of a respondent, tenderer
or contractor who direcly or indirectly offers a gratification fo them or any other per-
son to improperly influence in any way a procurement process, procedure or decision.

(vi) Reporting of breaches

Employees and agents of the Municipality shall promptly report to the Accounting Officer
or chief financial officer or appropriately delegated authority any alleged improper conduct
which they may become aware of, including any alleged fraud or corruption.

d} Measures to prevent abuse of the infrastructure delivery system

(i The Accounting Officer or chief financial officer or appropriately delegated authority shall
investigate all allegations of corruption, improper conduct or failure to comply with the re-
quirements of this policy against an employee or an agent, a contractor or other role play-
er and, where justified:

(2) take steps against an employee or role player and inform the National Treasury and
the Western Cape Provincial Treasury of those steps;

() report to the South African Police Service any conduct that may constitute a criminal
offence;
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(¢} lodge complaints with the Construction Industry Development Board or any other rel-
avant statutory council where a breach of such council's code of conduct or rules of
conduct are considered to have been breached,

{d) cancel a contract if:

(i) it comes to light that the contractor has made a misrepresentation, submitied fal-
sified documents or has heen convicted of a corrupt or fraudulent act in compet-
ing for a particular contract or during the execution of that contract; or

{iy an smployee or other role player committed any corrupt or fraudulent act during
the tender process or during the execution of that contract.

g) Awards to persons in the service of the state

{i} Any submissions made by a respondent or tenderer who declares in the Compulsory Dec-
laration that a principal is one of the following shall be rejected:

(a) a member of any municipal council, any provincial legislature, or the National As-
sembily 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 en-
tity or constitutional institution within the meaning of the Public Finance Management
Act, 1999 {(Act No. 1 of 1998);

{e}) a member of the accounting authority of any national or provincial public entity, or
{fi an employee of Parliament or a provincial legisiature.

(ily The notes te the annual financial statements of the Municipality shall disclose particuiars
of an award of more than R 2000 to a person who is a family member of a person identi-
fied who is in the service of the state or who has been in the previous 12 months. Such
notes shall include the name of the per‘son the capacity in which such person served and
the amoeunt of the award.

f} Collusive tendering

(iy Any submissions made by a respondent or tenderer who fails to declare in the Compulso-
ry Declaration that the tendering entity.; :

(i} is not associated, linked or involved with any other tendering entity submitting tender of-
fers;: or

{ii) has not engaged in any prohibited restrictive horizontal practices including consultation,
communication, agreement, or arrangement with any competing or potential tendering en-
tity regarding prices, geographical areas in which goods and services will be rendered,
approaches to determining prices or pricing parameters, intentions to submit a tender or
not, the content of the submission (specification, timing, conditions of contract etc.} or in-
tention to not win a tender

shall be rejected.
g} Placing of contractors under restrictions

(i) If any tenderer which has submitted a tender offer or a cantractor which has concluded a
contract has, as relevant:

(a} withdrawn such tender or quotation after the advertised closing date and time for the
receipt of submissions;

{b} after having been notified of the acceptance of his tender, failed or refused o com-
mence the contract;

{c) had their contract terminated for reasons within their control without reasonable
cause;

(d) offered, promised or given a bribe in relation to the obtaining or the execution of such
contraci;
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(e} acted in a fraudulent, collusive or anti-compstitive or improper manner or in bad faith
towards the Municipality; or

{f} made any incorrect statement in any affidavit or declaration with regard to a prefer-
ence claimed and is unable to prove fo the satisfaction of the Municipality that the
statement was made in good faith or reasonable steps were taken to confirm the cor-
rectness of the statements,

{g) the Manager: Contract Management & Logistics shall prepare a report on the matter
and make a recommendation to the Accounting Officer for placing the contractor or
any of its principals under restrictions fram doing business with the Municipality.

(i) The Accounting Officer may, as appropriate, upon the receipt of a recommendation made
in terms of 6(1)(g)}{iXg) and after notifying the centractor of such intention in writing and
giving written reasons for such action, suspend a contractor or any principal of that con-
tractor from submitting a tender offer to the Municipality for a period of time.

(iliy The Contract Management office shali:

{a) record the names of those placed under restrictions in an internal register which shall
be accessible to employees and agents of the Municipality who are engaged in pro-
curement processes; and

(1 notify the National Treasury and Western Cape Provincial Treasury and, if relevant,
the Construction Industry Development Board, of such decision and provide them with
the details associated therewith,

h) Complaints

{i} All complaints regarding the Municipality’s infrastructure delivery management system
shall be addressed to the Head: Supply Chain Management. Such compiaints shall be in
writing.

(i) The relevant user depariment shall investigale all complaints regarding the infrastructure
procurement and delivery management system and report on actions taken to the Head:
Supply Chain Management who will decide on what action 1o take,

2) ACQUISITION MANAGEMENT
a) Unsolicited proposal

() The Municipality is not obliged to consider unsolicited offers received outside a normal
procurement process bui may consider.such an offer only if:

(a) the goods, services or any combination thereof that is offered is 2 demanstrably er
proven unique innovative concept;

(b} proof of ownership of design, manufacturing, intellectual property, copyright or any
other proprietary right of ownership or entitiement is vested in the person who made
the offer;

(c) the offer presents a value proposition which demonstrates a clear, measurable and
foreseeabte benefit for the Municipality;

{d) the offer is in writing and clearly sets out the proposed cost;
(e) the person who made the offer is the sole provider of the goods or service; and

{f} the Accounting Officer finds the reasons for not geing through a normal tender pro-
cesses o be sound.

(i} The Accounting Officer may only accept an unsolicited offer and enter into a contract after
considering the recommendations of the bid adjudication committee if:

{a) the intention to consider an unsolicited proposal has been made known in accordance
with Section 21A of the Municipal Systems Act of 2000 together with the reasons why
such a proposal should not be open to other competitors, an explanation of the poten-
tial benefits for the Municipality and an invitation to the public or other potential sup-
pliers and providers to submit their comments within 30 days after the notice;
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(b} the Municipality has obtained comments and recommendations on the offer from the
National Treasury and the Western Cape Provincial Treasury;

(¢} the bid adjudication committee meeting which makes recommendations to accept an
unsolicited proposal was open to the public and took into account any public com-
menis that were received and any comments and recommendations received from
the National Treasury and the Western Cape Provincial Treasury; and

(d) the provisions of 6{2}a)(iii) are complied with.

(i} The Accounting Officer shall, within 5 business days after the decision to award the unso-
licited offer is taken, submit the reasons for rejecting or not following the recommenda-
tions to the National Treasury, the Western Cape Provincial Treasury and Auditor Gen-
eral. A coniract shall in such circumstances not be entered into or signed within 22 busi-
ness days of such submission.

b) Tax and rates compliance
(i) SARS tax clearance

(@) No contract may be awarded or an order issued where the value of such transaction
exceeds R 30 000, whose tax matters have been declared by the South African Rev-
enue Service to be in order or if not domiciled in the Republic of South Africa and the
SARS has confirmed that such a tenderer is not required to prove their tax compli-
ance status.

(b) In the case of a partnership, each partner shaill comply with the requirements of
6(2)b)(iXa).

(¢} No payment shall be made to a contractor who does not satisfy the requirements of
6(2)(b)(iXa). An employee of the Municipality shall upon detecting that a tenderer or
contractor is not tax compliant, immediately notify such person of such status.

{d) Motwithstanding the requiremenis of 6(2)(b){i} and 6(2)}{b)(ii} the following shall apply,
uniess a person who is not tax compliant indicates to the Head: Supply Chain Man-

agement or his delegate that it intends challenging its tax compliance status with
SARS, '

(i) = contract may be awarded to a non-compliant tenderer if such a tenderer is able
to remedy its tax compliance status within a period not exceeding 10 business
days after being duly notified of its non-compliant status;

(i} an order may be awarded to a non-compliant contractor if such a contractor is
able to remedy its tax compliance status within a period not exceeding 10 busi-
ness days after being duly notified of its non-compliant status;

(iiiy a non-compliant contractor shall be issued with a first warning that paymeénts in
future amounis due in terms of the contract may be withheld, before the authoris-
ing of any payment due to such contractor;

{iv) before authorising & further payment due to a non-compliant contractor who has
failed to remedy its tax compliance status after receiving a first warning, a second
and final warning shall be issued to such contractor;

(v) nc payments may be released for any amounts due in terms of the contract due
to a non-compliant contractor if, after a period of 30 calendar days have lapsed
since the second warning was issued, the non-compliant contractor has failed to
remedy its tax compliance status.

{e) The Municipality may cancel a contract with a non-compiiant contractor if such a con-
tractor fails to remedy its tax compliance status after a period of 30 calendar days
have lapsed since the second warning was issued in terms of 6(2){(b}i)}d)(v).

(ii} Municipal rates and taxes

No contract may be awarded to a tenderer who, or the principals of that tenderer, owes
municipal rates and taxes or municipal service charges to any municipality or a municipal
entity and are in arrears for more than 3 months.
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c)

d)

e)

Declarations of interest

(i) Tendets and respondents making submissions in response 1o an invitation to submit a
tender or a call for an expression of interesi, respectively shall declare in the Compulsory
Declaration whether or not any of the principals:

{(a) are an employee of the Municipality or in the amploy of the state; or

{b) have a family member or a business relation with a person who is in the employ of the
state.

Invitations to submit expressions of interest or tender offers

(il AH invitations to submit tenders where the estimated value of the contract exceeds
R200,000 including VAT, except where a confined tender process is followed, and ex-
pressions of interest shall be advertised on the Municipality's website and on the National
Treasury e-Tender Publication Portal.

(i} Advertisements relating to consfruction works which are subject to the Construction Indus-
try Development Regulations issued in terms of the Construction Industry Development
Board Act of 2000 shall in addition to the requirements of 6{2)(d)(i) be advertised on the
CiDE website.

(i) Where deemed appropriate by the bid specification committee an invitation to tender and
a call for an expression of interest shall be advertised in suitable local and national news-
papers and the Government Tender Bulletin as directed by such person.

(v} Such advertisements shall be advertised for a period of at least 22 business days before
closure, except in urgent cases when the advertisement period may be shortened as de-
termined by the Accounting Officer.

{v) Invitations to submit expressions of interest or tender offers shall be issued not less than
10 business days before the closing date for lenders and at least 5 business days before
any compulsory clarification meeting. Procurement documents shall be made available
not less than 5 business days before the closing time for submissicns.

Publication of submissions received and the award of contracts

(it The names of all tenderers that made submissions shall be published within 10 business
days of the closure of any advertised call for an expression of interest or an invitation to
tender where the estimated value of the contract exceeds R200,000 including VAT on the
Municipality's website, and if practical or applicable, the total of the prices and the prefer-
ences claimed, Such information shall remain on the website for at least 22 business
days.

{i) The following information will be published on the Municipality’s website within 7 business
days of the award of a contract:

{a) the contract number;

{b} contract title;

{c) brief description of the goods, services or warks;

{d) the total of the prices, if practical,

{e) the names of successful tenderers and their B-BBEE status level of contribution;
(f) duration of the contract; and

(g} brand names, if applicable.

{iii} The information regarding the successful and unsuccessiul tenders required by National
Treasury shall be submitted within 7 business days of the award of a contract on the Na-
tional Treasury e-Tender Publication Portal.

(iv} The award of contracts relating to construction works which are subject to the Construc-
tion Indusiry Development Regulations issued in terms of the Construction Industry De-
velopmaent Board Act of 2000 shali in addition to the requirements of 6{2){e){jii) be notified
on the CIDB website.
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f) Disposal committee

(i} The Accounting Officer shall appoint on a disposal by disposal basis in writing the mem-
bers of the disposal committee to decide on how best o undertake disposals in accord-
ance with the provisions of clause 10 of the standard.

(i) The disposal panel shall comprise not less than three people. The chairperson shall be an

employee of the Municipality.

(i} The disposal committee shall make recommendations to the Accourding Officer who shall
approve the recommendations, refer the disposal strategy back 1o the disposal commitiee
for their reconsideration and decide not to preceed or to start afresh with the process.

3) REPORTING OF INFRASTRUCTURE DEL!VERY MANAGEMENT INFORMATION

The Head: Supply Chain Management or his delegate shall submit any reports required in terms
of the standard o the National Treasury or the Western Cape Provincial Treasury.

INFRASTRUCTURE PROCUREMENT

1) Procurement documents

a) The forms of contract that may be used are as follows:

CIDB Siandard Professionat Sarvice Contracl

SPSC

Prefessional services

CiDB Gereral Conditions of Purchase

An order form type of contract for low-value goods without any inci-
dental work or services on or before a specified date being required.

CIDB Contract for the Supply and
Delivery of Goods

Simple, regional purchase of readily available materials or commodi-
{ies which require almost no management of the buying and delivery
process, minimal testing, installation and commissioning on delivery.

CI0B Generat Condilions of Service

An order form type of contract where low-value services on or before
a spacified date are required.

Building or engineering works of relatively small capital value, or for

FIDIC Short Form of Contract g"ei” relatively simple or repetitive work, o for work of short duration. Use
. ] oo for desigr by employer- or confracior-designed works.
fif?éiifj?:d :ﬁggf E}ogﬁctkfﬁg ri::résel;?cﬁgg Red Building or enginesring works désigned by the amployer, (The works
9 gineeriag 9 dook may intlude some elements of contractor-designed werks. )

by the Employer
FIDIC Conditions of Contract for plant and
design-build for elactrical and mechanical Yeliow | The provision of elacttical or mechanical plant and the design and
plant, and for building and engineesing works, | Book construction of building or engineering works.
designed by the contraclor

- . The provision on a design and construct {furnkey) basis of a process
ED.IC {Cundmons of Contracl for EPC Turnkey gilvir or power plant, of a factary or similar facility, or an infrasteucture pro-

rojecis 0o ject or ofher type of development,
‘Green field” building or engineering works which are defiverad in

FIDIC Condilions of Contract for Design, Build | Gold terms of a traditional design, buitd and operate sequence with a 20-
and Operate Projects Book year aperation period. {The contraclor has no responsibility for the

financing of the projectipackage or ils ulimate commerciat success.)

SAICE General Conditions of Contract for
Construction Works

GCC

Engineering and construction, ingiuding any level of design responsi-
bilit

JBCC Principal Building Agreemant

PBA

Buildings and related site works designed by the employer.

JBCC Minor Works Agreement

MWA

Buildings and related sile works of simple conterd designed by the
amployer.
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NEC3 Engineering and Construction ECC Engineering and construction including any level of design responsi-
Contract bility.

Engineesing and construction which do not require

sophisticated management lechnigues, comprise

NEC3 Enginesring and Gonstruchion ECSC

Short Contract straight forward work and impose only low risks on both the smplayer
and contraclor.
NEC3 Professional Services Contract PSC ;rzze;swnai services, such as engineering, design or cansultancy

Professional services which ¢o nof require sophisticaled manage-
PSCC | ment techniques, comprise straightforward work and impose only fow
risks on bolh the client and consulant.

NEC3 Term Service Confract T8C Manage and provide a service aver a period of fime.

Manage and provide a service over a period of time, or provide a
service which does not require sophisticated management tech-
nigues, comprises straighiforward work and impeoses only fow fisks on
boih the employer and conlracior.

¢ Local and internaticnal procurement of high-value goods and related
services, including design.

Lecal and international procurement of goods under a single order or
on a batch order basis and is suitable for use with contracts which do
NEC3 Supply Shorl Contract 38C not require sophisticated management techniques, and impose only
tow risks on both the purchaser

and the supplier,

NEG3 Professional Services Short
Contract

NEC3 Term Service Short Contract TSSC

NELC3 Supply Contract

{) The Municipality's preapproved templates for Part C1 (Agreements and contract data) of
procurement documents shall be utilised to obviate the need for legal review prior to the
awarding of a contract. All modifications to the standard femplates shall be approved by
the Specification Committee prior to being issued for tender purposes.

(i} Disputes arising from the performance of a contract shall be finally seitled in a South Afri-
can court of law.

(iii) The Municipal Declaration and returnab!e documents contained in the standard shall be
included in all tenders for;

{a} consultancy services; and

{b) goods and services or any combination thereof where the total of the prices is ex-
pected to exceed R10 m including VAT.

2} Developmental procurement policy
a} The following specific goals shall be proposed:
Refer to the Emerging contractor development policy.
3} Payment of contractors

The Municipality will settle ali accounts within 30 days afier receipt of an invoice and statement for
the month in question, detailing all invoices during that month and reflecting the total amount due
by the Municipality, unless specified differently in the contract. In excepticnal circumstances the
Municipality may, at its discretion, deviate from the above.

4y Approval to utilise specific procurement procedures

a) Prior approval shall be obtained for the foliowing procurement procedures from the following
persons, unless such a procedure is already provided for in the approved procurement sirate-

9y-

{iy The CFQ or Accounting Officer shali authorise the use of the negotiated procedure above
the thresholds provided in the standard.

(i} The Accounting Officer shall authorise the approaching of a confined markel except
where a rapid response is required in the presence of, or the imminent risk of, an extreme
or emergency situation arising from the conditions set out in the standard and which can
be dealt with or the risks relating thereto arrested within 48 hours; and
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5)

6)

7)

8)

{iii) The proposal procedure using the two-envelope system, the proposal procedure using the
two-stage system or the competitive negotiations procedure

b} The parson authorisad to pursue a negoliated procedure in an emergency is the Accounting
Officer.

Raceipt and safeguarding of submissions

a) A dedicated and clearly marked tender box shall be made available to receive all submission
made. '

b) The tender box shall be fitted with two locks and the keys kept separately by two SCM practi-
tioners. Such personnel shall be present when the box is opened on the stipulated closing
date for submissions.

Opening of submissions

a) Submissions shall be opened by an opening panel comprising two people SCM practitioners
who have declared their interest or confirmed that they have no interest in the submissions
that are to be opened.

b} The opening panel ghall open the tender box at the stipulated closing time and:
(i) sort through the submissions of all tenders that has closed that day;
(i) return submissions unopened and suitably annotated where:

(a) submissions are received late,
(b) submissions were submitted by a method other than the stated method,

(c) submissions were withdrawn in accordance with the procedures contained in SANS
10845-3; and.

(d) only one tender submission is received and it is decided not to open it and to call for
fresh tender submissions;

{e) record in the register submissions that were reftitned unopened;

{) open submissions if received in sealed envelopes and annotated with the required
particulars and read out the name of and recerd in the register the name of the ten-
derer or respondent and, if relevant, the total of prices including VAT where this is
possible;

{g) record in the register the name of any submissions that is returned with the reasons
for doing so; B '

(h} record the names of the tenderer's representatives that attend the public opening;
{i) sign the entries into the register; and
(i} stamp each returnable document in each tender submission.

¢) Each member of the opening panel shall initial the front cover of the submission and all pages
that are stamped in accordance with the requirements of 7.7.2h).

d) Respondents and tenderers whose submissions are to be returned shall be afforded the op-
portunity to collect their submissions.

e) Submissions shalf be safeguarded from the time of receipt until the conclusion of the pro-
curement process,

Use of another organ of state’s framework agreement

The Municipality may make use of ancther organ of state’s framework contract which has been
put in place by means of a competilive tender process and there are demonstrable benefits for do-
ing so. The Accounting Officer or delegated official shall make the necessary application to that
organ of state to do so,

insurances
a) Contractors shall be required to take out all insurances required in terms of the contract.

b) The insurance cover in engineering and construction contracts for loss of or damage to prop-
erly (except the works, Piant and Materials and Equipment)} and lability for bodily injury to or
death of a person (not an employee of the Contractor) caused by activity in connection with a
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contract shall in general not be less than the value stated in Table 4, unless otherwise di-

rected by relevant Director.

¢) Lateral earth support insurance in additien to such insurance shall be taken out on a case by

case basis.

Table 4: Minimum insurance cover

Engineering and construction conlracts - loss of or damage to proper-
1y {except the works, Plant and Materials and Equipment) and fiability
for bodily injury Lo or death of a person (ot an employee of the Con-
tracior) caused by aclivity in connection with a conlract

Mot less than R20 million

Professional services and service contracls - death of or bodily injury
to employeas of the Centractor arising out of and in the course of heir
employment in connaciion with a contract or damage {o propery

Mot less than R10 million

Professional indemnity insurance

Geotechnical, civil and structural engineer-

ing.  R5,0 million

Electrical, mechanical & engineering:  R3,0million
Architectural:  RS,0 million

Other R3,0 million

d) The insurance cover in professional services and service contracts for damage to property or
death of or bodily injury to employees of the Contractor arising out of and in the course of their
employment in connection with a contract shall not be iess than the value stated in Table 4 for
any one event unless otherwise directed by relevant Director.

e} SASRIA Special Risk Insurance in respect of riot and associated risk of damage to the works,
Plant and Materials shall be taken out on all engineering and construction works.

f) Professional service appointments shall as a general rule be subject to proof of current pro-
fessional indemnity insurance being submitted by the contractor in an amount not less than
the value stated in Table 4 in respect of each claim, without limit to the number of claims, un-
less otherwise directed by the relevant Director in relation to the nature of the service that they

provide.

g) The Municipality shall take out professional indemnity insurance cover where it is deemed
necessary to have such insurance at a level higher than the levels of insurance commonly

carried by contractors.

h) Where payment is to be made in multiple currencies, either the contractor or the Municipality
should be required to take out forward cover. Alternatively, the prices for the imported content
should be fixed as soon as possible after the starting date for the contract.

9} Written reasons for actions taken

a) Written reasons for actions taken shall be provided by a contract owner.

b) The written reasons for actions taken shalt be as brief as possible and shall as far as is possi-
ble, and where relevant, be framed around the clauses in the:

(it SANS 10845-3, Construction procurement - Part 3: Standard conditions of tender, and,
giving rise to the reason why a respondent was not short listed, prequalified or admitted to

a data base: or

(i) SANS 10845-4, Construction procurement - Part 4: Standard conditions for the calling for

expressions of interest;

as to why a tenderer was not considered for the award of a contract or not awarded & con-

tract.

¢} Reguests for written reasons for actions taken need to be brief and to the point and may not
divuige information which is not in the public interest or any infarmation which is considered to
prejudice the legitimate commercial interests of others or might prejudice fair competition be-

tween tenderers,
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10) Request for access to information

a) Should an application be received in terms of Promotion of Access to Information Act of 2000
(Act 2 of 2000), the "requestor” should be referred to the Municipality’s Information Manual
which establishes the procedures o be followed and the criteria that have to be met for the
“requester” to request access 1o records in the possession or undey the contral of the Munici-

b)

pality.

Access to technical and commercial information such as a comprehensive programme which
links resources and prices to such programme should be refused as such information pro-
vides the order and timing of operations, provisions for time risk aliowances and statements
as to how the contractor plans to do the work which identifies principal equipment and other
resources which he plans 1o use. Access to a bill of quantities and rates shouid he provided in

terms of the Act.

8 SHORT TITLE AND COMMENCEMENT

This part of the policy is called the SCM Policy for Infrastructure Procurement and Delivery Management
of the Overstrand Municipality.

This policy will come into effect on 1 July 2018 and will be reviewed at ieast annually by way of a Council

resolution.

HEAD: SUPPLY CHAIN MANAGEMENT

2048105130

201711729

1 2017105i31
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PARTC

PREFERENTIAL PROCUREMENT POLICY adopted in terms of section 2 of the Preferenttal Procure-
ment Policy Framework Act, No. & of 2000 and the Preferential Procurement Regulations, 2017

PREAMBLE

WHEREAS the Overstrand Municipality aims to improve the quality of life of the local community and to
free the potential of each person within a framework of facilitating service delivery, through effective 'gav-
arnance and the Council 1akes into account the need for' transparent procedures that give the effect to the
principle of preferential procurement;

AND WHEREAS local economic development plays a crucial role in creating a prosperous, equitable,
stable and democratic society and the overall national vision of economic development is one of decent
work and living standards for alt in the context of qualitative improved equality il ownership, skills and ac-
cess lo opportunities;

NOW THEREFORE the Council of the Overstrand Municipality resolves in terms of section 2 of the Pref-
erential Procurement Policy Framework Act, No. 5 of 2000 that the principles embodied in the Preferential
Procurement Regulations, 2017 are herewith integrated intc the Overstrand Municipality's Supply Chain
Management Policy to form the basis of the evaluation criteria for guotations and competitive tenders.
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12.
13.
14.
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1 Definitions

In this policy, unless the context indicates otherwise, a word or expression to which a meaning has been
assigned in the Act bears the same meaning, and:

includes Value-Added Tax, Pay-as-you-Earn, Income Tax, Unemployment Insurance Fund
Contributions and Skills Development Levies;

"all applicable taxes"

"B.BBEE" means Broad-Based Black Economic Empowerment as defined in Section 1 of the Broad-
Based Black Economic EmpowermentAct,

means the B-BBEE status received by a measured entity based cn its overall performance

"B-BBEE status level of con- using the relevant scorecard contained in the Codes of Good Practice on Black Economic
tributor" Empowerment, issued in terms of section 9(1) of the Broad-Based Black Economic Empow-
erment Act;

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;

has the meaning assigned to it in section 1 of the Broad-Based Black Economic Empower-
ment Act;

“black designated groups”

“black people”

means the Broad-Based Black Economic Empowerment Act, 2003 (Act No.53 of 2003)

means a co-operative reglstered in terms of section 7 of the Cooperatives Act, 2005 (Act No.
140f2005);

means the price after the factors of a non-firm price and all unconditional discounts that can
be utilised have been taken into consideraton;

means an association of persons for the purpose of combining their expertise, property,
capital, efforts, skill and knowledge in an activity for the execution of a contract,

means the agreement that results from the acceplance of a tender by the Overstrand Munic-

"Broad-Based Black Economic
Empowerment Act" (B-BBEEA)

“co-operative”

“Comparative price"

"Consortium or Joint Venture"

"Contract"
Lol T
means-
(a) black designated groups;
(b) black people;
“designated group” (c) women;
(d) people with disabilifies; or
(e) small enterprises, as defined in section 1 of the National Small Enterprise Act, 1996
(Act No. 102 of 1996); _
“designated secior” means a sector, sub-sector or industry or product designated in terms of clause 8(1)(a);
means an exempted micro enterprise in terms of a code of good practice on black economic
“EME” empowerment issued in terms of section 9(1) of the Broad-Based Black Economic Empow-
erment Act;

is the price thatis only subject to adjustments in accordance with the actual increase or de-
crease resulting from the change, imposition, or abolition of customs or excise duly and any
“Firm price" other duty, levy, or tax, which, in terms of a law or regulation, is binding on the contractor
and demonstrably has an influence on the price of any supplies, or the rendering costs of
any service, for the execution of the contract;

means the measurement according to predetermined norms, as set out in the tender docu-

ments, of a service or commodity that is designed to be practical and useful, working or op-

erating, taking into account, among other factors, the quality, reliability, viability and durability
uof a serwce and the technical capacily and ability of a tenderer;

means that portion of the tender price represemed by the cost of components, parts or mate-
rials which have been or are still to be imported (whether by the supplier or its subcontrac-
“imported content” tors) and which costs are inclusive of the costs abroad, plus freight and direct importation
costs, such as landing costs, dock dues, import duty, sales duty or other similar tax or duty
at the South African port of entry; Y

means that portion of the tender price which is not included in the |mported content prowded
| thatlocal manufacture does take place;

has the meanmg assigned to it in section 1 of the Military Veterans Act, 2011 (Act No. 18 of
2011);

“Municipality” The Overstraﬁd Municipalily;

"Functionality"

“local content”

“military veteran”
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T i has the meaning assigned to it in section 1 of the Public Finance Management Act, 1999
Mational Treasury (Act No. 1 of 1999);

"Non-firm prices" means all prices other than "firm" prices;

The definition of organ of state in section 1 of the Act in paragraph (a) to (e) includes-

* a national or provincial department as defined in the Public Finance Management Act,
1999;

» a municipality as contemplated in the Constitution;

» a constitutional institution as defined in the Public Finance Management Act;

= Parliament;

» a provincial legislature.

“organ of state” Paragraph (f) of the definition of organ of state in section 1 of the Act includes any other
institution or category of institutions included in the definition of “organ of state” in seclion
239 of the Constitution and recognised by the Minister by notice in the Government Gazette
as an institution or category of institutions to which the Act applies. Government Notice R.
501 of 8 June 2011 recognises, with effect from 7 December 2011, all public entities listed in
Schedules 2 and 3 to the Public Finance Management Act, 1999, as institutions to which the
Act applies. Note should be taken of nofices issued from time to time in terms of paragraph
(f) of this definition. The application of these Regulations is also subject to applicable exemp-
tions approved in terms of section 3 of the Act.

"Person" includes reference lo a juristic person;
“neople with disabilities” gfaj E;gg)gneaning assigned to it in section 1 of the Employment Equity Act, 1998 (Act No. 55
“ Pollcy” Means the Preferential Procurement Policy of the Overstrénd Municipality
“price” includes all applicable taxes less all unconditional discounts;
e i) e

(a) the B-BBEE status level cerlificate issued by an authorised body or person;

gof ov b PEEE status level (b) a sworn affidavit as prescribed by the B-BBEE Codes of Good Practice; or

of contributor” 1 . .
& (c) any other requirement prescribed in terms of the Broad-Based Black Economic
Empowerment Act;
means a qualifying small business enterprise in terms of a code of good practice on black
“QS8E" economic empowerment issued in terms of section 9(1) of the Broad-Based Black Economic
Empowerment Act; i
= i means the total estimated value of a confract in Rand, calculated at the time of the tender
Rand value e~
invitation;
means-
(a) a sparsely populated area in which people farm or depend on natural resources,
“rural area” 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;
O?:;fui‘ated mininiim thbash- means the minimum threshold stipulated in terms of clause 8(1)(b);

"Sub-Conftract" another person to support such primary contractor in the execution of part of a project in

"Tender" Overstrand Municipality for the provision of services, works or goods, through price guota-
tions, advertised competitive tender processes or proposals;
"the Act" means the Preferential Procurement Policy Framework Act, 2000 (Act No. 5 of 2000);

bears the same meaning assigned to this expression as in the Codes of Good Practice on
Black Economic Empowerment, issued in terms of section 9(1) of the Broad-Based Black

Total revenue Economic Empowerment Act, 2003 and promulgated in the Government Gazette on 9 Feb-
wary2007,
means an urban living area that any time from the late 19th century until 27 April 1994, was

“township” reserved for black people, including areas developed for historically disadvantaged individu-

als post 27 April 1994;
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—— has the meaning assigned to it in section 1 of the Public Finance Management Act, 1999
eastiry {Act No. 1 of 1999); and
Trust” means the arrangement through which the property of one person is made over or be-
us queathed to a frustes to adminisier such property for the benefit of another person;and |
“Trustas” means any person, including the founder of a trust, to whom property is bequeathed in order
for such property to be administered for the benefit of another person.
“youth” has the meaning assigned to it in section 1 of the National Youth Development Agency Act
Y 2008 (Act No. 54 of 2008},
2 Apphlication
These Regulations apply to organs of state as envisaged in the definition of organ of state in section 1 of
the Act.
3 Identification of preference point system, deslgnated sector, pre-qualification criteria, objective

criteria and subcontracting

1y The Municipality must-

a) determine and stipulate in the tender documents-

iy the preference point system applicable to the tender as envisaged in clause 6 or 7; or

ity if it is unclear which preference point system will be applicable, that either the 80/20 or
90/10 preference point system will apply and that the lowest acceptable tender will be
used to defermine the applicable preference point systam;

determine whether pre-qualification criteria are applicable to the tender as envisaged in
clause 4;

determine whether the goods ar services for which a tender is o be invited, are in a desugnat-
ed sector for local production and content as envisaged in clause §;

determine whether compuisory subcontractmg is appiicable to the tender as envisaged in
clause 9; and :

determine whether objective criteria are applicable to the tender as envisaged in clause 11.

Pre-qualification criteria for preferential procurement

1) If the Municipality decides to apply pre-qualifying criteria to advance certain designated groups,
then the lender must be advertised with a specific tendering condition that only one or more of the
following tenderers may respond-

a)
b)
c)

a tenderer having a stipulated minimum B-BBEE status level of contributor;

an EME or QSE;

a tenderer subcontracting a minimum of 30% to-

i}y an EME or QSE which is at least 51% owned by black pecple;

i) an EME or QSE which is at least 51% owned by black people who are youth;
iy an 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;

v} an EME or QSE which is 51% owned by black people living in rural or underdeveloped
areas or townships;

vi) a cooperative which is at least 51% owned by black people,
vil} an EME or QSE which is at least 51% owned by black people who are military veterans
viii) an EME or QSE,

2} A tender that fails ko meet any pre-qualifying criteria stipulated in the tender documents is an un-
acceptable tender.

Tenders to be evaluated on functionality
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6

1)

2)
3)

4)

5)
6)

7)

The Municipality must indicate in the tender documents if the tender will be evaluated on func-
tionality;

The evaluation criteria for measuring functionality must be objective.

The tender documents must specify-

a) evaluation criteria for measuring functionality;

b) the points for each criteria and, if any, each sub-criterion; and

c) minimum qualifying score for functionality,

The minimum qualifying scare for functionality for a tender to be considered further-

a) must be determined separately for each tender; and

b) may not be so-
i) low that it may jeopardise the quality of the required goods or services; or
ii) high that it is unreasonably restrictive.

Points scored for functionality must be rounded off to the nearest two decimal places.

A tender that fails to obtain the minimum qualifying score for functionality as indicated in the ten-
der documents is not an acceptable tender.

Each tender that obtained the minimum qualifying score for functionality must be evaluated further
in terms of price and the preference point system and any objective criteria envisaged in clause
1.

80/20 preference point system for acquisition of goods or services for Rand value equal to or
above R30 000 and up to R50 million

1)

2)

3)
4)

The following formula must be used to calculate the points out of 80 for price in respect of a ten-
der (including price quotations) with a Rand value equal to, or above R 30 000 and up to a Rand
value of R50 million inclusive of all applicable taxes:

(1 B (Pt—Pmin)

Ps =80 . Pmin
Where;
Ps = Points scored for price of tender under consideration;
Pt = Price of tender under consideration; and

Pmin = Price of lowest acceptable tender.

The following table must be used to calculate the score out of 20 for BBBEE:

B-BBEE Status Level of Contributor Number of Points
1 20
2 18
3 14
4 12
5 8
6 8
7 4
8 2
Non-compliant contributor 0

A tenderer must submit proof of its B-BBEE status level of contributor.

A tenderer failing to submit proof of B-BBEE status level of contributor or is a non-compliant con-
tributor to B-BBEE may not be disqualified, but-

a) may only score points out of 80 for price; and
b) scores 0 points out of 20 for B-BBEE.
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5) A tenderer may not be awarded points for B-BBEE status level of contributor if the tender docu-
ments indicate that the tenderer intends subcontracting more than 25% of the value of the con-
tract to any other person not qualifying for at least the points that the tenderer qualifies for, unless
the intended subcontractor is an EME that has the capability to execute the subcontract.

6) The points scored by a tenderer for B-BBEE in terms of sub-clause (2) must be added to the
points scored for price under sub-clause (1).

7) The points scored must be rounded off to the nearest two decimal places.

8) Subject to sub-clause (9) and clause 11, the contract must be awarded to the tenderer scoring the
highest points.

9) If the price offered by a tenderer scoring the highest points is not market-related, the Municipality
may not award the contract to that tenderer.

a) The Municipality may-

i) negotiate a market-related price with the tenderer scoring the highest points or cancel the
tender;

ii) if the tenderer does not agree to a market-related price, negotiate a market-related price
with the tenderer scoring the second highest points or cancel the tender;

i) if the tenderer scoring the second highest points does not agree to a market-related price,
negotiate a market-related price with the tenderer scoring the third highest points or can-
cel the tender.

b) If a market-related price is not agreed as envisaged in paragraph (a)(iii), the Municipality must
cancel the tender.
7 90/1M0 preference point system for acquisition of goods or services for Rand value above R50
million.

1) The following formula must be used to calculate the points out of 90 for price in respect of a ten-
der with a Rand value above R50 million, inclusive of all applicable taxes:

( 1 (Pt—BPmin)

a) Ps =90 Pmin

Where
Ps = Paints scored for price of tender under consideration;
Pt= Price of tender under consideration; and

Pmin = Price of lowest acceptable tender

2) The following table must be used to calculate the score out of 10 for BBBEE:

B-BBEE Status Level of Contributor Number of Points
1 10
2 2
3 5]
4 5
5 4
6 3
7 2
8 1
Mon-compliant contributor t]

3) A tenderer must submit proof of its B-BBEE status level of contributor.

4) A tenderer failing to submit proof of B-BBEE status level of contributer or is a non-compliant con-
tributor to B-BBEE may not be disqualified, but-

a) may only score points out of 90 for price; and
b) scores 0 points out of 10 for B-BBEE.
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5) A tenderer may not be awarded points for B-BBEE status level of contributor if the tender docu-
ments indicate that the tenderer intends subcontracting more than 25% of the value of the con-
tract to any other person not qualifying for at least the poinis that the tenderer qualifies for, unless
the intended subcontractor is an EME that has the capability to execute the subcontract.

8} The points scored by a tenderer for B-BBEE in terms of sub-clause (2) must be added to the
pointg scored for price under sub-clause (1).

7) The points scored must be rounded off to the nearest two decimal places.

8) Subject to sub-clause (9) and clause 11, the contract must be awarded to the tenderer scoring the
highest poinis.

9) [ the price offered by a tenderer scoring the highest points is not market-related, the Municipality
may not award the contract to that tenderer.

a) The Municipality may-

i} negotiate 2 market-related price with the tenderer scoring the highest points or cancel the
tender;

ii} if the tenderer does not agree to a market-related price, negotiate a market-related price
with the tenderer scoring the second highest points or cancel the tender;

i)y if the tenderer scoring the second highest points does not agree to a market-related price,
negotiate a markei-related price with the tenderer scoring the third highest poinis or can-
cel the tender,

by W a market-related price is not agreed as envisaged in paragraph (a)(iil}, the Municipality musi
cance! the tender.
8 Local Production and Content
1) The Department of Trade and industry may, in consultation with the National Treasury-

a) designate a sector, sub-sector or industry or product in accordance with national development
and industrial policies for local production and conient, where only tocally produced services
or goods or locally manufactured goods meet the stipulated minimum threshold for local pro-
duction and content, taking into account economic and other relevant factors; and

b) stipulate a minimum threshold for local preduction and content.

2) The Municipality must, in the case of a designated sector, advertise the invitation to tender with a
specific condition that only lecally produced goods or locally manufactured goods, meeting the
stipulated minimum threshold for local production and content, will be considered.

3} The National Treasury must inform organs of state of any designation made in terms of regulation
8(1) through a circuiar.

4a. If there is no designated sector, the Municipality may include, as a specific condition of the tender,
that only locally produced services or goods or locally manufactured goods with a stipulated mini-
mum threshold for local production and content, will be considered.

. 4h. The threshold referred to in paragraph (a) must be in accordance with the standards determined
by the Department of Trade and Industry in consuitation with the Mational Treasury.

5. A tender that fails to meet the minimum stipulated threshold for ocal production and content is an
unaccepiable tender.

9 Subcontracting as a condition of tender

1. If feasible to subcontract for a contract above R30 million, the Municipality must apply subcon-
tracting to advance designated groups.

2. H the Municipality applies subcentracting as contemplated in sub-clause (1), the Municipality must
advertise the tender with a specific tendering condition that the successful tenderer must subcon-
tract a minimum of 30% of the value of the contract to-

a) an EME or QSE;
by an EME or QSE which is at least 51% owned by black pecple;
¢) an EME or QSE which is at least 51% owned by black people whe are youth;
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d) an EME or QSE which is at least 51% owned by black people who are women;
e) an EME or QSE which is at least 51% owned by black people with disabilities;

f) an EME or QSE which is 1% owned by black peopie lving in rural or underdeveloped areas
or townships;

g) =2 cooperative which is at least 51% owned by black people;
hy an EME or QSE which is at least 51% owned by black peopie who are military veterans
i) mare than one of the categories referred to in sub-clauses (a) to (h).

3. The Municipality must make available the list of all suppliers registered on a database approved
by the National Treasury to provide the required goods or services in respect of the applicable
designated groups mentioned in sub-clause {2} from which the tenderer must select a supplier.

10 Criteria for breaking deadlock in scoring

1. K two or more tenderers score an equal total number of points, the contract must be awarded to
the tenderer that scored the highest points for B-BBEE.

2. If functionality is part of the evaluation process and two or more tenderers score equal total points
and equal preference points for B-BBEE, the contract must be awarded to the tenderer that
scored the highest points Tor functionality.

3. If two or more tenderers score equal total points in all respects, the award must be decided by the
drawing of lots.

11 Award of contracts to tenderers not scoring highest points

1. A contract may be awarded to a tenderer that did not score the highest points only in accordance
with section 2{1)(f) of the Act.

2. If an organ of slate intends io apply objective criteria in terms of section 2(1)}1) of the Act, the or-
gan of state must stipulats the objective criteria in the tender documents., '

12 Subcontracting after award of tender

1. A person awarded a contract may only enter into a subcentracting arrangement with the approval
of the organ of state.

2. 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 be-
low the stipulated mirimum threshold.

3. A person awarded a confract may nof subcontract 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 te an EME that has the capability and
ability to execute the subconiract.

13 Cancellation of tender
1. The Municipality may, before the award of a tender, cancel a tender invitation if-

a) due to changed circumstances, there is no longer a need for the goods or services spacified
in the invitation;

b) funds are no longer available ta cover the total envisaged expenditure;
c} no acceptable tender is received; or
d} there is a material irregularity in the tender process.

2. The decision fo cancel a tender invitation in terms of sub-clause {1} must be published in the
same manner in which the criginal tender invitation was advertised.

3. The Municipality may only with the pricr approval of the refevant freasury cancel a tender invita-
tion for the second time.
14 Remedies

1. Upon detecting that a tenderer submitted false information regarding its B-BBBEE status leval of
contributor, local production and content, or any other matter required in terms of this policy which
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2a.

2b.

1.

will affect or has affected the evaluation of a tender, or where a tenderer has faiied to declare any
subcontracting arrangsments, the Municipality must-

a) infarm the tenderer accordingly;
b) give the tenderer an opporiunity o make representations within 14 days as to why-

i) the tender submitted should not be disqualified or, if the tender has already been awarded
to the tenderer, the contract should not be terminated in whole or in part;

#) if the successful tenderer subcontracted a pertion of the fender to another person without
disclosing it, the tenderer should not be penalised up to 10 percent of the value of the
contract; and

iii) the tenderer should not be restricted by the National Treasury from conducting any busi-
ness for a period not exceeding 10 years with any organ of state; and

¢} if it concludes, after considering the representations referred to in sub-clause (1}b), that-
i} such false information was submitied by the tenderer-
a) disqualify the tenderer or terminate the contract in whole or in part; and
b) if applicable, claim damages from the tenderer; or

iiy the successful tenderer subcontracted a portion of the tender to another person without
disclosing, penalise the tenderer up to 10 percent of the value of the contract.

An organ of state must-
i)y inform the National Treasury, in writing, of any actions taken in terms of sub-clause (1);

ii} provide written submissions as io whether the tenderer should be restricted from conduct-
ing business with any organ of state; and

iy submit written representations from the tenderer as to why that tenderer should not be re-
stricted from conducting business with any organ of state.

The Nationat Treasury may request an organ of siate to submit further information pertaining to
sub-clause (1) within a specified period.

The National Treasury must-

a) after considering the representations of the tenderer and any other relevant information, de-
cide whether to restrict the tenderer from doing business wnh any organ of state for a period
hot exceeding 10 years; and :

b}y maintain and pubtish on its official website a list of restricted suppliers.

15 Circulars and guidelines

The National Treasury may issue-
a) a circular to inform organs of state of any matter pertaining to this policy; or

b) a guideline to assist organs of state with the implementation of any provision of this policy.

16 SHORT TITLE AND COMMENCEMENT

This part of the policy is called the Preferential Procurement Policy of the Oversirand Municipality.

This policy will come into effect on 1 July 2018 and will be reviewed at least annually by way of a
Council resolution.

HEAD: SUPPLY GHAIN MANAGEMENT
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CODE OF CONDUCT FOR SUPPLY CHAIN MANAGEMENT PRACTITIONERS AND GTHER ROLE
PLAYERS

The purpose of this Cade 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,

1. General Principles

1)} The Municipality commits itself to a policy of fair dealing and integrity in the conducting of its busi-
ness. Officials and other role players involved in supply chain management (SCM) are in a posi-
tion 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
persen, or previder/contractor for themselves, their family or their friends.

2) Officials and other role piayers involved in SCM should ensure that they perform their duties effi-
ciently, effectively and with integrity, in accordance with the relevant legislation, policies and
guidelines. They should ensure that public resources are administered responsibly.

3) 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 in-
dividual or unfairiy discriminate against any group or individual. They should not abuse the power
and authority vested in them.

Confilict of interest
4)  An official or other role piayer 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 or to improperly benefit another person;

¢) may not accept any reward, gift, favour, hospitality or other benefit directly or indirectly, includ-
ing to any close family member, partner or associate of that person, of a vaiue more than
R350;

d) must declare to the accounting officer details of any reward, gift, favour, hospitality or other
benefit promised, offered or granted to that persen or to any close family member, partner or
assaciate 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 pro-
curement or disposal process, 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 mem-
ber, partner or associate, has any private or business interest;

g) must declare any business, commercial and financial interests or activities undertaken for fi-
nanciat gain that may raise a pessible conflict of interest;

h) should not place him/herseif 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
5) Practitioners are accountable for their decisions and actions to the public.
6} Practitioners should use public property scrupulously.

7} Cnly accounting officers or their delegates have the authority to commit the Municipality to any
transaction for the procurement of goods and / or services.

8) Al transactions conducted by a practitioner should be recorded and accounted for in an appropri-
ate accounting system. Practitioners should not make any false or misleading entries into such a
system for any reason whatsoever.

9) Praclitioners musl assist the accounting officer in combating fraud, corruption, favouritism and un-
fair and irregular practices in the supply chain management system.
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10} Practitioners must report {o the accounting officer any alleged irregular conduct in the supply
chain management system which that person may become aware of, including

a) any alieged fraud, corruption, favouritism or unfair conduct;

b} any alleged contravention of the policy on inducements, rewards, gifis and favours to munici-
palities or municipal entities, officials or other role players; and

¢} any alleged breach of this code of conduct.

11 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

12) Practitioners should be as open as possible about all the decisions and actions that they take.
They should give reasons for thelr decisions and restrict information only if it is in the public inter-
est to do so.

Confidentiality

13) Any information that is the property of the 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.

14) Matters of confidential nature in the possession of officials and other role players involved in SCM
should be kept confidential uniess legislation, the performance of duty or the provisions of law re-
quires otherwise. Such restrictions also apply o officials and other role players involved in SCM
after separation from service,

2. Bid Specification / Evaluation / Adjudication Committees

1) Bid specification, evaluation and adjudication commitiees should implement supply chain man-
agement on behalf of the Municipality_in an honest, fair, impartial, transparent, cost-effective and
accountable manner.

2) Bid evatuation / adjudication commitiees shoutd be familiar with and adhere to the prescribed leg-
islation, directives and procedures in respect of supply chain management in order to perform ei-
fectively and efficiently.

3} Al 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.

4} Mo person should-
a) interfere with the supply chain management system of the Municipality; or
b} amend or tamper with any price quotation / bid after its submission.
3. Combative Practices

1) Combative practices are unethical and illegal and should be avoided at all cost. They include but
are not limitad to:

a) Suggestions to fictitious tower quotations,
b} Reference to non-existent competition;
¢) Exploiting errors in price guotations / bids;

d) Soliciting price quotations / bids from bidders / contractors whose names appear on the Reg-
ister for Tender Defaulters.
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1. PRE-AMBLE

All transactions undertaken by the Oversirand Municipality involves a contract whether
explicitly agreed in writing, or implicitly implied through actions.

Properly managed contracts by all stakeholders involved, can ensure that services are
delivered within specifications as set and agreed by all during the specifications phase
and at the agreed cost , {Inclusive of escalation clauses in contracts) time period and
qualities of the goods and services procured.

All contracts must be managed throughout the contract Life Cycle, based on the level of
management control appropriate for the classification of that contract.

Improperly managed contracts may impact negatively on service delivery. Adverse ef-
fects of ineffective contract management include but are not limited to:

1.1 goods and services outside of specification;

1.2 cost overruns:

1.3 poor suppliers-, buyer- or other stakeholder relations;
1.4 negative public perception, and

1.5  potentially complete service delivery failures.

1.6 irregular expenditure or un-autheorized expenditure

Hence, good contract management by all stakeholders involved is essential for good fi-
nancial management and will contribute greatly to the effectivenass and efficiency of
service delivery. In effect it would give strategic direction to all directorates following a
centralised strategy of contract management. This policy must be réad in coincidence
with the SCM Policy of the Overstrand Municipality.
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2.

DEFINITIONS:

In this Policy, unless the context indicates otherwise-

Accounting Officer
(in relation to a municipal-

means the municipal official referred to in section 60 of the MFMA {2003);
and include a person acting as the accounting officer.

ity)
Act or MFMA Means the Local Goverment: Municipal Finance Management Act, 2003
(Act No. 56 of 2003);
means communication from National Treasury by means of a Circular to
Circulay 62 enhance compliance and accountability io SCM Regulations and the MFMA

of 2003.

Construction Industry De-

means the Construction Industry Development Board (CIDB), a national
body established by an Act of Parliament (Act 38 of 2000) to oversee the

velopment Board ({CIDB): sustainability and growth of construction enterprises across the country.
Contract means the agreement that resuits from the acceptance of a bid by the Mu-

nicipality (mutual agreement)

. means changing technical writing or input errors to the agreement of the

Contract Alteration contract without changing the scope of contract,

means changing the scope, nature, duration, purpose or objective of the
Contract Amendment agreement or coniract (In context of Circular 62 and section 116 (3) of the

MFMA).

means the officialfs within a specific department, responsible for all day fo
Contract Champion day administrative and management activities (including performance man-

agement and dispute resolution} during the life cycle of the contract {with
delegated powers to perform this function). :

Contract Management

means the holistic ferm of all role players involved in an agreement
(SLA/SDA} or contract and include the; SCM contract manager, contract
director, contract owner, contract champion and supplier.

means the SCM official responsible for monitoring, regulating and reparting

SCH Contract Manager on all contract related activities as set.out in Section 116 of the MFMA,
means the deputy director, senior manager or manager, as the case may
Contract Owner be, that is ultimately accountable for all activities during the life cycle of the

contract. The Contract Owner can aiso be seen as the Budget holder.

Contract Director

Appoiniment according to sect 56 of the Systems Act

Delegation
(in relation to a duty)

includes an instruction or request to perform or to assist in performing the
duty.

Force Majure

Is the expression used to denote irresistible superior force which might
cause damage or prevent the execution of an obligation, therefore suppliers
is not liable for damages caused by force majure or for failure to carry out a
contract if prevented {Term and conditions in this regard will be determined
by every individual contract/s).

Official
{In relation to a municipal-

ity)

means:

+ an employee of & municipality;

s & person seconded to a municipality to work as a member of the staff of
the municipality; or

= a person contracted by a municipality to work as @ member of the staff
of the municipaiity otherwise than as an employee,

Means all officials as set out in the organogram of the Overstrand Munici-

Users pality involved with contracts.
Refers to the official/s within the relevant depariment of a directorate, as set
User Department out in the crganogram of the Overstrand Municipality responsible for con-

fract management,
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3.

4,

ABREVIATIONS:
BEE Black economic empowermant
B-BBEE Broad-Based Blasck Economic Empowerment
GCC means General Conditions of contract,
means Local Government; Municipal Systems Act, 2000 {Act No. 32 of
MSA 2000).
NT means National Treasury established by section 5 of the Public Finance
Management Act.
8cC means Special Conditions of Contract.
SCM means Supply Chain Management
SDA means Service Delivery Agreement.
SLA means Service Level Agresment,
CBJECTIVES:
4.1 To give effect to Section 217 of the Constitution of South Africa (1998) that stipu-
late:
4.1.1 When an organ of state in the national, provincial or local sphere of

4.2

4.3

government, or any other insfitution identified in national legislation,
contracts for goods or services, it must do so in accordance with a sys-
tem which is:

41411 equitable

4.1.1.2 transparent

4.1.1.3  compestitive

4114  cost-effective and

4115  fair '

The effective and efficient control of contracts procured through the SCM system

ensuring:

4.2.1

4.2.2

4.2.3

4.2.4

425

4.2.6

4.2.7

proper recording and enforcement of contracis throughout the contract
life cycle (specifications to contract reviews);

support to the demand management framework as set out in Circular 62
of National treasury (August 2012}, optimizing proper planning, resulting
in effective service delivery;

management of Contract Performance;

compliance with the regulatory framework;

to assist officials in understanding their iegal and managerial responsi-
bilities with regards to contract management;

the optimization of efficient and sustainable financial weilbeing of the
municipality, resulting in bower cost drivers, and

the continuous development of effective Management Information sys-
tems, resulting in strategic support and risk preventions.

To ensure that no contract procurement of goods and services (exciuding fand
sales or rentals of Overstrand Municipa! Assets, which are managed by Property
Management Services), takes place outside of the SCM System.
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5. STATUTORY AND REGULATORY FRAMEWORK FOR MANAGING COMTRACTS

5.1 Application and Framework of the Contract Management Policy

5.1.1 All officials and other role players in the Supply Chain Management sys-
tem of the Overstrand Municipality must implement this Policy in a way
that gives effect {o:
51.1.1 Section 217 of the Constitution;
5.1.1.2  Section 116 of the MFMA,;
51.1.3 Section 33 of the MFMA,;
51.1.4  SCM Policy;
5115  SCM Regulations
5116 any cther legislation pertaining to SCM.

51.2  This Policy applies when the Municipality:
51.2.1 procurss goods or services;
51.2.2 disposes of goods no longer needed; and
51.2.3 selects service providers and suppliers to provide assistance
in the provision of municipal services including circumstane-
es where Chapter 8 of the Municipal Systems Act applies.

5.2  Adoption, Amendment and Implementation of the Contract Management Palicy
524 The accounting officer must;

5.2.1.1 at least annually review the implemeantation of this Policy;
and

5.2.1.2  when the accounting officer considers it necessary, submit
proposals for the amendment of this Policy to Council;

5213 in terms of section 82(1) (f} (IV) of the Act, take all reasona-
ble steps to ensure that the Contract Management Policy is
implemented. - '

53 Conditions of Confract
5.3.1 A contract or agreement procured through the Supply Chain Manage-
ment System of the Municipality must:
53.11 be in wriling;
5.3.1.2  stipulate the terms and conditions of the contract or agree-
ment, which must provide for:
£.3.1.2.1 the termination of the contract or agreement in
the case of non- or underperiormance;
5.3.1.2.2 dispute resolution mechanisms io setile dis-
putes between the parties;
5.3.1.2.3 a periodic review of the contract or agreement
once every three years in the case of a contract
ot agreement for longer than three years; and
5.3.1.2.4 any other matiers that may be prescribed.
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5.4 Administrative Capacity

5.2

5.6

5.4.1 The relevant Director, with delegated powers from the Municipal Man-
ager, must establish capacity in his/her direclorate to assist the account-
ing officer in carrying out the duties set out in section 1168(2) of the
MFMA.

Management of Confracits

5.5.1 The accounting officer and delegated officials must take all reasonable
steps to:
5.5.1.1 ensure that a contract or agreement procured through the

supply chain management policy of the municipality is
properly enforced;

5.5.1.2 monitar on a monthly basis the performance of the contractor
under the contract or agreement.

55.1.3  administrate the contract with the necessary competencies
and delegations, ensuring effective management of con-
fracts.

5.8.2  The Coniract Owner must ensure that contract champions submit sup-
pliers’ performance reports to the SCM contract manager within 5 busi-
ness days after the end of each month.

5563 The SCM Contract Manager submits a consolidated repert to the rele-
vant Director and Confract Owner within 15 business days after the end
of each month for purposes ¢f Section 116 (2)b) of the Act. ,

554  The SCM Contract Manager submits a consolidated report on the per-
formance of centracts or agreements for purposes of Section 116 (2)(d),
to the Accounting Officer within 15 business days of the end of each
quarter.

Amendment of Contracts
56.1 A contract or agreement procured through the supply chain manage-
ment policy of the municipality may be amended by the parties, in ex-
ceptional circumstances in order to mitigate abuse, in perception after
the fact to prevent financial inefficiencies and influencing financial sus-
tainability.
5.6.2  Interms of Section 116(3) of the MFMA, {56 of 2003}, amendments (in
compliance with SCM procedures), may only be made after:
5.6.2.1 the reasons for the proposed amendment have been tabled
in the council; and
5622 the local community has been given reasonable notice of the
intention to amend the contract or agreement; and
5.6.2.3 has been invited to submit representations to the municipaii-
ty.
5.6.3 Amendments of contracts where the expansion or variation is not more
than {NT Circular 62):
5.6.3.1 20% (construction related goods, services andfor infrastruc-
ture projects), and
56.3.2  15% (all other goods and/or services) of the original value of
the coniract, must be submitied directly to the Contract Man-
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6.1

6.2

6.3

6.4

6.5

6.6

7.1

agement Office for approval and further reference to the
SCM committee system for approval.

B5.6.4 Amendments of contracts where the expansion or variation is more than
the threshold prescribed by National Treasury (Circular 62), must be
dealt with in terms of the provisions of section 116{3) of the MFMA, and
are exempt from this process.

56.5  Amendments to the contract, without influencing the value or term of the
contract, within the scope of the original terms and conditions, may be
altered, provided that both parties have consensus on the amendment
and the contract amendment is in writing and signed by both parties.

56.6 No agreement to amend or vary a contract shall be valid and of any
force unless such agreement to amend or vary is entered into in writing
and signed by the contracting parties.

56,7 Section 33 of the MFMA will apply when an amendment has budgetary
implications for a term longer than the 3 (three) financial years of the
current year's hudget, (Secticn 118 (3) of the MFMA will be followed
with section 33, when amending an existing contract for longer than 3
years). It remains the responsibility of the user department to give effect
to section 33, following due process, as stipulated in Section 33 of the
MFMA. The SCM Contract Management office will support the relevant
user department in order to ensure that compliance to all SCM legisla-
tion is adhered fo.

MAINTENANCE AND CONTRACT ADMINISTRATION

Contract administration includes all administrative duties associated with a con-
tract once it is adjudicated and implemented.

No tights in terms of an awarded contract will accrue before the SCM appeal pe-
riod and/or appeal has been finalised.

The confract should be signed by all parties concemed {The relevant official
should also ensure that the suppliers have the delegated powers to sign and
amend the contractual agreement).

The contract will only be enforceable after ail the signatures of the relevant par-
ties are documented.

A signed service level agreement (if applicable) must be compiled and signed
which will incorporate all the relevant sections of the tender documentation.

All once-off purchases shall have a specified end delivery date.

ROLES AND RESPONSIBILITIES OF OFFICIALS:

SCM Contract Manager:

711 The SCM Contract Manager is the SCM official responsible for system
administration, status and SCM performance reporting on all contracts
relaied activities.

7.1.2  For the purposes of contract management activities performed by the
relevant role players, the SCM contract manager will monitor and report
on the following activities:
7.1.2.1 identification and classification of contracts for management

purposes in terms of the SCM processes;
7122 recognition, measurement and disclosure;

i@
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71.2.3
[7.1.2.4
71.25
7.1.2.6
71427
7428

7.2 Contract Champicn

oversight of contract management as is provided for in this
policy;

oversight of contract management as is provided for in
this policy;]

document and information management;

relationship management;

performance management;

contract risk managemeni.

7.2.1 The contract champion is responsible for the following activities:

7.2.2.1

71.2.22

7223

7224

7.22.5

7.2.2.6

7.2.2.7

7228

7.3 Contract Owner

ensuring that all the necessary legal formalities in entering
into the coniract are adhered to,

ensuring that all applicable contract information is maintained
in the applicable electronic contract system

ensuring that purchase orders are processed on the financial
system in accordance with the pricing schedule;

maintaining adequate records (paper andfor electronic} in
sufficient detail on an appropriate contract file to provide an
audit frail;

inform the Asset Management section of the Expenditure
Depariment of the location of newly procured assets for as-
set register and insurance purposes; and .
where appropriate, in terms of Council's Delegations, authot-
ise invoices due for payment. _

to take appropriate action in consultation with the contract
owner and the SCM contract manager, where a contractor is
underperforming or is in default or breach of the contract.
ensure performance of suppliers is managed appropriately to
the terms and conditions of the contract.

7.3.1 The contract owner is responsible for ensuring that contract champions
are assigned to all contracts.

7.3.2  The contract owner is ultimately responsible for management of the ac-

tivities.

7.4 Contract Director

7.4.1  The contract director is responsible for signing of contracts with the rele-
vant service provider, in line with the Delegation of Powers and Duties

Policy.

7.4.2  The contract director is ultimately accountable for the contract.

8. RECORD KEEPING

8.1 Proper records regarding all aspects of the contract must be maintained and kept
in accordance with relevant iegislation.

Gl
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9.

10.

1.

12.

8.2

8.3

8.4

8.5

8.6

All communication related to contracts must be linked to the master document on
the electronic system, by the relevant official,

Safe custody of all contract documents must be enforced by all relevant users.
Contract Champions and Contract Owners are responsible for the elecironic cap-
turing of the contract information and maintenance thereof on the Contract Man-
agement system.

The original signed contract must be sent to the records department (by the con-
tract management aoffice) for safekeeping and storage.

The records department is responsible for the administration of archived contract
documentation.

CONTRACTS HAVING BUDGETARY IMPLICATIONS BEYOND THREE FINANCIAL

YEARS

Cverstrand Municipality may not enter into any contract that will impose financial obliga-
tions beyond the three years covered in the annual budget for that financial year, unless
the requirements of Section 33 of the Municipal Finance Management Act have been fui-
ly complied with.

RESOLUTION OF DISPUTES, OBJECTIONS, COMPLAINTS AND QUERIES:

The accounting officer is respensible io establish a dispute resolution mechanism as per
paragraph 5.3.1.2.2 and also as required by section 116(1) of the MFMA and paragraph
50 of the SCM Palicy.

CONTRACT PRICE ESCALATIONS:

11.1

11.2

11.3

An appropriate contract price adjustment formula or specified terms of escaiation
must be specified in the bid documents

Escalation notification must be in writing and presented before the implementa-
tion date thereof. I -
User departments are responsible to manage, verify and implement price escala-
tions as per criginally agreed terms and conditions set cut in the specifications of
the contract and keep proof of evidence to the newly agreed escalations on the
system for all other relevant stakeholders to access.

PERFORMANCE ON CONTRACTS:

12.1

In terms of the SCM Policy and the Municipal Systems Act, the accounting officer
must 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
in terms of the Performance Management System Implementiation Policy (Para-
graph 9).
12.1.1  Municipaliity's Performance:
12.1.1.1  The municipality is required to pay creditors within 30 days of
receiving afl relevant invoice statements.
12.1.1.2 The municipality is also required to create a favourable envi-
ronment to receive services and goods without preventing
the supplier to perform their duties.
12.1.1.3  All parties involved must perform according to the terms and
conditions of the relevant contract, while the contract is alive.

9
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12.2.1  Supplier Performance:

12.2.1.1  The supplier of goods and services is required to perform as
per terms and conditioned agreed upon and should inform
the municipality if circumstances prevents them to perform,
with reasans provided, within 5 working days (to be included
in all contracts).

12.2.1.2 For all relevant deviations from the agreed terms and condi-

. tions of any contract, the key performance indicators (KPI's)

should be reviewed as well as the alignment with the strate-
gic objectives established in the IDP.

12.2.1.3 SBuppliers performance will be reviewed by Overstrand Offi-
cials on a monthly basis (every 25" of the month) giving ef-
fect to section 116 of the MFMA, 2003 and the Performance
Management System Implementation Policy

12.2.1.4. Prescribed procedures to evaluate service providers must be
complied with.
{Refer to the Performance Management Framewoerk Policy)

THE FOLLOWING PROCEDURES NEED TO BE FOLLOWED:

1. The requirements of this policy must be included in the contract of the service provider.

2. The performance of the service provider under the contract or service level
agreement must be assessed monthly by the Reporting Officer.

3. The assessment must be completed in the contract management system.

4, The Reporting Officer must complete the -Service Provider Assessment on the contract
management at the end of each month. .

5. The quarterly assessment and reporting must be completed within 15 working days af-
ter the end of each quarter. (Refer to the Performance Management Framework Policy,
paragraph 9.2.1). _ o '

6. The Reporting Officer must provide a copy of the assessment to the Service Provider
at the end of each quarterly assessment pericd and on completion or termination of the
contract.

7. Supply Chain Management Unit (Contract Management Office) will review the quarterly
Service Provider assessments within 20 days after the end of each quarter and submit
a summary report to the Accounting Officer

- 8. 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.

9. In the instance of under-performance:

a. The Municipality wilt facilitate support interventions to service providers in the iden-
tified areas of underperformance

b. 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.

d. Corrective action should be documented in writing within the contract management
system

e. The records of the support interventions must be documented, signed by both par-
ties and appropriately filed in the contract management system.

10
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13. REVIEW OF CONTRACTS

13.1  In terms of section 116 {1} of the MFMA, a contract or agreement procured
through the Supply Chain Management system must have a periodic review once
every three years in the case of a conftract or agresment that are longer than
three years.

13.2 The contract owner or champion must conduct, as appropriate, within 3 months
after the expiry of contracts, post coniract reviews.

14 IMPLEMENTATION AND REVIEW PROCESS

This policy will come into effect on 1 July 2018;

This policy will be reviewed at least annually or when required by way of a Council res-
olution.

MANAGER: CONTRACTS & LOGISTICTS
30 MAY 2018
31 MAY 2017
25 MAY 2016
28 MAY 2015
28 MAY 2014
'8 MAY 2013

11
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PREAMBLE

Whereas section 13 of the Local Government: Municipal Finance Management Act,
2003 {Act No 58 of 2003} determines that a municipality must introduce appropriate

and effective investment arrangements;

And wheresas a municipality must disclose its investment details;

And whereas councillors and officials as trustees of public funds, have an obligation
to ensure that cash resources are managed as. effectively, efficiently and

economically as possible;

Now therefore the Overstrand Municipality adopts the following Investment,
Liguidity & Cash Management Policy:
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OVERSTRAND MUMICIPALITY — INVESTMENT, LIQUIDITY & CASH MANAGEMENT POLICY

2.1

2.2

DEFINITIONS

For the purpose of this policy, uniess 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;-

*Accounting a person appoinied by the Municipality in terms of Section 82 of the Local
Officer” Government: Municipal Structure Act. 1938 (Act No. 117 of 1998) and
who isthe head of adminisiration and alsc the Bunicipal
Manager for the Municipality.

“ChiefFinancial an officer of the municipality appointed as the Head of the

Officer” Finance

Department and includes any person;-

a) acting in such position; and

by o whom the Chief Financial Officer has delegated a power, function
or duty in respective of such a delegated power, function or duty.

“Council” or a municipal council referred to in section 18 of the Local

“municipal Government: Municipal Structures Act, 1988 {Act No 117 of 1998) and for

council” purposes of thig policy, the municipal council of the Municipatity of
Qverstrand.

“Councillor” a member of the Manicipal Council

“Investments” funds naot immediately required for the defraying of expenses and
invested at approved financiat institutions.

“"Municipal the accounting officer appointed in terms of section 82 of ihe

Manager” Local Goverrment: Municipal Structures Act, 1998 (Act No 117 of 1998)

and being the head of administration and accounting officer in terms of

section 55 of the Local Government: Municipal Systems Act, 2000

{Act No 32 of 2000) and includes any person:-

a) acting in such position; and o

b} to whom the Municipal Manager has delegated a power, function or
duty in respective of such a delegated power, function or duty.

“municipality” the institution that is responsible for the collection of funds and the
provision of services to the customers of OQverstrand.

“public funds"” all monies received by the municipality to perform the functions

allocated to them.

OBJECTIVE OF PGLICY

The obiectives of the [Investment] Policy are:-

to manage the liguidity and investrments of the municipality in such a manner
that it will not tie up the municipality’s scarce resources required to improve the

quality of life of the citizens;

to manage the liquidity and investments of the municipality in such a manner
that sufficient cash resources are available to finance the capital and operating

1
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2.3

3.1
3.2
3.3
34
3.5
38
3.7
3.8

4.1

4.2

43

5.1
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budgets of the municipality; and

to gain the highest possible return on investments during periods when excess
funds are not being used, without unnecessary risk.
SCOPE OF POLICY

The Policy deals with:-

Responsibility / accountability;

Investment instruments:;

Liguidity and Cash flow estimates;

Investment ethics and principles;

Investment procedures;

Other external deposits; and

Control over investments,

RESPONSIBILITY / ACCOUNTABILITY

The Municipal Manager as the Accounting Officer of the Municipa!ity is
accountable for investment management. '

The municipal council must approve a policy directing procedures,
processes and systems required to ensure efficient and effective management of
investments.

Efficient and effective investment management include:-

a. Accurately forecasting the institution’s cash flow requirements.

b. Timing of the in- and outflow of cash.

¢. Recognising the time value of money.

d

Taking any other action that avoids locking up money unnecessarily and
inefficiently.

e. Avaiding hank overdrafis.

INVESTMENT INSTRUMENTS

The Minister of Provincial and Local Government may with the concurrence
of the Minister of Finance by notice in the Gazetie determineg instruments or
investments other than those referred to below in which Municipality may invest:-

Sl
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6.2

6.3

6.4

a. Deposits with banks registered in terms of the Banks Act, 1990 (Act No 94
of 1990);

b. Securities issued by the National Government;

c. Investments with the Public Investment Commissioners as contemplated by
the Public Deposits Act, 1984 (Act No 46 of 1984);

d. A municipality’s own stock or similar type of debt; internal funds of a
municipality which have been established in terms of a law to pool money
available to the municipality and to employ such money for the granting of
loans or advances to departments within a municipality, to finance capital
expenditure;

e. Bankers' acceptance certificates, negotiable cerlificales or deposits of banks;

f. Long-term securities offered by insurance companies in order 1o
meet the redemption fund requirements of municipalities; and

g. Any other instruments or investments in which a municipality was under
a law permitted to invest before the commencement of the Local
Government Transition Act, 1998: provided that such instruments shali
not exiend beyond the date of maturity or redemption thereof. :

LIQUIDITY AND CASH FLOW ESTIMATES

Before money can be invested, the Municipal Manager must determine whether
there will be surplus funds available for the term of the lnvestment

In order to be able to make investments for any fixed term it is essential that
cash flow estimates be drawn up.

Provision must be made in the cash flow estimates for the operating and
capital requirements of the municipality:-
a. The operating requirements must include provisions for:-

i. Payment of monthly salaries.

i. Payment for bulk purchases of electricity and water.
iii. Interest on long-term loans.

iv. Maintenance of assets.

v. General expenditure,

vi. Expected daily and monthly income.

b. Capital requirement must provide for:-

i. The anticipated cash flow requiremenis for each capital project.

The minimum risk management measures that has o implemented and adhere to in

3
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order io ensure that its current and future liquidity position is managed in a prudent
manner, must include the following key elemenis to take into consideration when
determining the liguidity requirement of Overstrand Municipality, :

6.4.1 To comply with statutory requirements, the following funds, reserves and
provisions must be fully covered by unencumbered cash and investments;

6.4.2 All earmarked or conditional grant transfers from spheres of Government
or from Pubiic Contributions made fo Overstrand Municipality that have not
yvef been ulilized;

6.4.3 All commitmenis resufting from the leqally entrenched righis and benefits
employvees have, with specific_reference fo the Council’s shorf ierm
commitiment to staff refirement benefifs and medical fund claims payable;

6.4.4 All funds not vet been ufilized in relation fo agerncy services provided on
behalf of Provincial or National Government should also be treaied as
earmarked funds;

6.4.5 All reserves stated by Overstrand Municipality on its Statement of Financial
Puasition that have beesn established for the purposes of making provisions
for a defined purpose.

Cognisance also needs to be taken of the external loan commitments and the
servicing of capital and interest on these loans. Therefore provision should be
made that Overstrand Municipality can  meet its  external loanffinancial
commitments together with the normal operational expenditure, as well as ifs
liabilities to staff. '

All investments ceded as security against long term loans need to be excluded
from total cash and investment balances for calculation of the minimum liguidity

ievel required.

In addition, a level of cash available for normal ogérationat.. expendilure needs to
be held in cash to ensure that, notwithstanding fluctuaticns in the monthly income

levels of Oversirand Municipality, Overstrand Municipality will be in a position o
meet its financial requirements. In this respect, the average monthiy operational
expenditure needs tg be ysed as a guide of the minimum bhuffer required. At least
wo month’s operational expenditure should be available for liquidity cover.

The MFMA circutar 71 stipulates the following two prescribed ratios o _manage
liquidity;

Cash/Cost Coverage Ratio (The norm range between 1 month to 3 months)

Interpretation of Resulis

If & municipality has a ratio below the norm it would be vuinerable and at a higher
risk in the event of financial “shocks/set-backs” and its ability to meset its
obligations to provide basic services or its financial commitment is compromised.
The results from this ratio should be viewed along with results from_gnalysis on
Debtor Management to fully assess Cash Flow Risk. The more cash reserves a
municipality or municipal entity has available the lower the risk of it being unable
to fund monthly fixed operational expenditure and tg continue rendering services.

4
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Current Ratio: Current Assets [ Current Liabilities (The norm_range between

1.5t02 1)

Interpretation of Results

The higher the current Ratio, the more capabie the Municipality or Municipal Entity
will_ be to pay its current or short-term obligations and_provide for a risk cover io
enable it fo continue operations _at desired levels. A financial ratio under 1
suggests that the Municipality or Municipal Entity would be unable to_pay all iis
current or short-term obligations if they fall due at any specific point.

7  INVESTMENT ETHICS AND PRINCIPLES

7.1 The Municipal Manager will be responsible for the investment of funds, and
he/she has to steer clear of ouiside interference, regardless of whether such
interference comes from individual councillors, agents or any other institution.

7.2 Under no circumstances may he/she be forced or bribed into making an investment.

7.3 No member of staff may accept any gift unless that gift can be deemed so small
that it would not have an influence on his/her work or was not intended to do
so, and can merely be seen as goodwill.

7.4 A certificate in respect of any gifts received should be furnished to the Municipality.
7.5 Interast rates offered shouid never be divulged to ancther institution.

7.6 Long-term investments should be made with an institution with at least a
minimum BBB rating (where BBB refers to low risk institutions).

7.4 Shortterm investments should be made with an institution with at least a
minimum F3 rating (where F3 refers to low risk institutions). - :

7.8 Not more than 50% of the funds that have become available for investing, on any
given day, should be placed with a single institution if the availabie funds
exceed R100m.

7.9 The maximum amount invested with a financial institution should not exceed
10% of the relevant institution's shareholder's funds (capital and reserves).

7.10 The municipality may not borrow money specifically for reinvestment, as this
would mean interest rates would have to be estimated in advance, which can be
seen as speculation with public funds.

7.41 If the Municipal Manager invests with financial institutions, hefshe must
ensure that such institutions are rogistered in terms of the Banks Act, 1990
(Act No S84 of 1990) and that they are approved financial institutions, as
approved by the Reserve Bank of South Africa from time to time.

7.12 When making growth related investments, the Municipal Manager must
obtain a guarantee that at least the capital amount invesied is safe, and
must exercise due diligence in this regard.

5
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INVESTMENT PROCEDURES

After determining whether there is cash available for investment and fixing the
maximum term of investment, the Municipal Manager must consider the way in
which the investment is to be made.

Short-term investments:

a.

Quotations should he obtained from a minimum of three financial institutions
(local banks}, for the term of which the funds will be invested.

Should one of the institutions offer a better rate for a term, other than
what the municipality had in mind, the other institutions which were
approached, should also be asked to quote a rate for the other term.

Quotations should be obtained in writing or slecironic medium.

Quotations from institutions must include the following:-

i Name of institution;

i Name of person quoting rates,;

iii Period of the investment;

iv  Relevant conditions; and

v Other facts, such as interest payable monthly or on maturation date.

Once the required number of quotes has been oblained, a decision must be
taken regarding the best terms offered and the institution with which funds
are going to be invested. '

The best offer must under nomnal circumstances be accepted, with
thorough consideration of investment pfinciples.

No attempt must be made to make insfitutions compete with each other as
far as their rates and terms are concermed.

The investment capital must only be paid over fo the institution with which
it is to be invested and not to an agent or third party.

The financial institution where the investment is made must issue a
confirmation stating the details of the investments.

The Municipai Manager must make sure that the investment document, if
issued, is a genuine document and issued by the approved institution.

The financial institution, where the investment is made, must issue a
certificate for sach investment made stating that no commission has, nor
will, be paid to any agent or third party, or to any person nominated by the
agent or third party.

Tl
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I.  The municipality must be given a monthly report on all investments.

m. The Municipal Manager must obtain information from which the
creditworthiness of financial institutions can be determined. This must be
obtained and analysed annually.

8.2 Long-term investments:

a Wrtten quotations must be obtained for all investments made for periods
longer than twelve months.

b  The municipal council must approve all investments made for periods
longer than twelve months after considering the cash requirement for the next
three years.

¢ The municipality must within 30 days after an invesiment with a term of 12
months or longer has been made, publish in a local newspaper in circulation
within its area of jurisdiction, full details of any investments so made.

8.3. Withdrawals

g

10

10.1

All investment amounts withdrawn and not to be reinvested at the same
institution at the time of withdrawal, shall be paid info the primary bank account.

All interest shall be paid into the primary bank account at the time of withdrawal
of an investment, irrespective of the capital being reinvested.

OTHER EXTERNAL DEPOSITS

The principles and procedures set out above must apply to other investment
possibilities subject to the applicable. legisiation, which is available to the
municipality, including debentures and other securities of the state as well as
other municipalities or statutory bodies in the Republic of South Africa, instituted
under and in terms of any faw.

CONTROL OVER INVESTMENTS

An investment register should be kept of all investments made. The following
information must be recorded:-

a. name of instifution;
b. capital invested;
c. date invested:

d. interest rate;

e maturation date;
f interest received;
g

capital repaid; and

k:»{ii
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10.2

10.3

10.4

10.5
10.6

11

12

h. balance invested.

The investment register and accounting records must be reconciled on a
monthly basis.

The investment register must be examined on a weekly basis fo identify
investments falling due within the next week.

interest, correctly calculated, must be received timeously, together with
any distributable capital.

Investment certificates, if issued, must be kept in a safe place with dual custody.

The following documents must be safeguarded:-
a Fixed deposit letter or investment certificate;

b.  Receipt confirmation for capital invested;

c.  Copy of electronic transfer or chegue requisition;

d.  Schedule of comparative investment figures;

e. Commission certificate indicating no commission was paid on the
investment; and

f. Interest rate quoted.

IMPLEMENTATION AND REVIEW OF POLICY

This policy shail be implemented on 1 -July 2018 and shall be reviewed on an
annual basis to ensure that it is in line with the municipality’s strategic objectives
and with legistation.

SHORT TITLE

This Policy shall be calied the Investment, Liquidity & Cash Management Policy of the
Overstrand Municipality.

SENIOR MANAGER: FINANCIAL SERVICES
30 May 2018
31 May 2017
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PREAMBLE

In the spirit of the Municipal Finance Management Act, {No.56 of 2003), to modernise budget and
financial management practices by placing local government finances on a sustainable footing in
order to maximize the capacity of municipalities to deliver services to all residents customers,

users and investors, and,

Whereas chapter 4 of the Municipal Finance Management Act, (Mo 58 of 2003) determines that a
municipality may, except where otherwise provided in the Act, incur expenditure only in terms of
an approved budget; and within the limits of the amounts appropriated for the different votes in an

approvad budget,

Therefore the Overstrand Municipality adopts the budget policy set out in this document.




260
4|z

OVERSTRAND MUNICIPALITY — BUDGET POLICY

OBJECTIVES OF POLICY

The policy sets out the budgeting principles which Overstrand Municipality will follow in
preparing each annual hudget. The policy aims to give effect to the requirements and
stipulations of the Municipat Finance Management Act in terms of the planning,
preparation and approval of the annual budgets.

The policy shall apply to all the relevant parties within the Overstrand Municipality that are
invoived throughout the budget process.

A Budget Steering Committee will be established to guide the budget process.
BUDGET PRINCIPLES
2.1. Capital Budget

The capital budget refers to the allocations made to specific infrastructural projects and
the purchase of equipment and other forms of assets, as classified per the Overstrand
Asset Management Policy.

2.1.1 Basis of Calculation

a. The current three year MTREF budgst is the departure point in preparing the
subsequent annual capital budget.

b. The annual capital budget shall be based on realistically anticipated revenue,
which shouid be equal to the anticipated capital expenditure in order to resuit
in a balanced budget. _

¢. The impact of the capital budget on the current and future operating budgets
in terms of finance charges to be incurred on external loans, depreciation of
fixed assets, maintenance of fixed assets and any other operating
expenditure to be incurred resulling directly from the capital expenditure,
should be carefully analyzed when the annual capital budget is being
compiled.

d. In addition, the council shall consider the likely impact of such operationai
expenses, net of any revenues expected 1o be generated by such items on
future property rates and service tariffs.

2.1.2 Financing
Own Financing Sources

Own financing censists of the following sources;

a. Unappropriated cash-backed surpluses from previous financial years, fo the
extent that such surpluses are not required for operational purposes and cash
resources are adequate for cost coverage and liquidity ratio.

b. Borrowing {External Loans)

1
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Proceeds on the sale of fixed assets, less cost to sell, in terms of the Asset

Management-, Administration of Immovable Property- and Accounting policies.

Other Financing Sources {External)

The external funded capital budget shali be financed from external sources such
as the following:

a.

b.

C.

d.

Grants and subsidies as allocated in the annual Division of Revenue of Acl.
Grants and subsidies as allocated by Provincial government.
Public contributions and donations.

Any other external financing source secured by the local authority.

Process and responsible parties

The process to be followed in the compilation of the capital budget is as follows:

a. The current 3 year MTREF budget is the departure point in preparing the

subsequent annual capital budget.

The CFO, in conjunction with the Senior Manager: Financial Services and
the Manager: Budget Office and after consuitation with the Budget Steering
Committee sets the reasonable growth level of the capital budget to be
financed out of own and external sources and determines affordability.

The draft capitat budget is compiled based on the projects that emanated out
of the engagements with the different stakeholders.

The CFO, together with the Senior Manager: Financial Services and the
Manager: Budget Office, engage with the Directors and the Senior Manager:
Strategic Services in order o determine the priorities for a particular financial
year and to determine the ranking of projects based on these priorities.

The draft capital budget is submitted to the Budgst Steering Committee for
perusal and suggestions.

The draft capital budget is tabled in Council at least 80 days {31 March)
befare the start of the new financial year,

After the draft budget is tabled in Council, it is advertised for public comment
for a period of 30 days.

Once the comments from the public have been received, noted and
considered, any amendments and the final budget are tabled in Council for
final approval, at least 30 days (31 May) before the start of the financial year.



262

|

OVERSTRAND MUNICIPALITY - BUDGET POLICY

2.1.4 Implementation

a. After the budget has been approved, the service delivery and budget
implementation plan (SDBIP) is finalised.

b. The SDBIP must be submitted fo the Mayor within 14 days after
aforementioned approval, for approval within a further 14 days.

¢. Each director indicates the intended spending for both capital and operating
budgets,

d. Cash flows are included in the Service Delivery and Budget Impiementation
Plan of the organisation.

e. The SDBIP is monitored on a monthly basis.

f.  Each project manager uses the respective cost allocation and unigue key
numbers as indicated on the capital budget.

2.2. Operational Budget

The operational budget refers to the funds that would be generated for the delivery of
basic services, grants & subsidies and any other municipal services rendered. These
funds are in turn used to cover the expenses incurred in the day to day running of the
organization.

2.2.1. Basis of Calculation
a. The zero based and incremental approach is used by budget holders in

preparing the annual operating budget, depending on the type of revenue or
expenditure. I :

b. The annual operating budget shall be based on realistically anticipated
revenue, which shouid at least be equal to the anticipated cash operating
expenditure in order to result in a balanced budget.

¢. Anincome based approach shall be used where the realisticaily anticipated
revenue would firstly be projected. The level of operating expenditure will
then be based on the projected revenue, thus resulting in a balanced budget.

[2.2.2. Financing

The operating expenditure shall be financed from the following
SOurces:

a. Service Charges

(i) Property Rates
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(i) Electricity Charges

{iii) Water Sales

{iv} Refuse Rerﬁoval Fees

{v} Sewerage Fees
Service charges shall be based on the tariff growth rate as agreed upon plus
a growth rate of the town.
b. Grants, Subsidies, Conditional Receipts & Awards

Grants and subsidies shall be based on all the gazetted grants and
subsidies plus all other allocations received by the organization.

c. Interest on Investments

The budget for interest on investments shall be in accordance with the
investment and Cash Management Policy of the organization.

d. Rental Fees

Fees for rentals will be determined based on the percentage growth- as
determined by contracts for a particular budget year.

e, Fines

Revenue from fines will be budgeted for based on the projected fines
that will be issued during the financial year.

f. Other Income

All other income items will be budgeted for based on the historic
trends.

Budget Categories

The following expenditure categories shall he accommodated in the
operating budget:

a Salaries, Wages and Allowances

The salaries and allowances are calculated based on the percentage
increases as per the collective agreement between organised labour
and the employer Tor a particular period. The remuneration of all
political office hearers is based on percentages as gazetied.

b  Bulk Purchases




264

OVERSTRAND MUNICIPALITY = BUDGET POLICY

The expenditure on bulk purchases shall be determined using the
tariffs as stipulated by NERSA from time to time,

Impairment

Impairment losses will be budgeted for to the extent that Assets and
other financial assets, such as Debtors and receivables from Fines, are
impaired.

Other General Expenditure

A percentage growth for all other generai expenditure shall be based
on budget requests to be considered by the Budget Steering
Committee in line with growth rates and the CPI.

Repairs and Maintenance

The budget of repairs and maintenance shall be based on budget
requests to be considered by the Budget Steering Committee in
conjunction with the needs of the departments in terms of repairing
and maintaining thelr assets.

Capital Expenses

Capital expenses refer to: _

i) Interest payable on external loans taken up by Council. The
budget for interest on external loans will be determined by the
repayments that the municipality is liable for based on the
agreements entered into with the lenders.

ii} Interest on Finance Leases '

iii) Depreciation, based on the estimated useful lives of assets.

Contributions {o Provisions

Refers to the contribution made to provisions (e.g. leave, bonus,
rehabilitation of land-fill sites, clearing of alien vegetation) on an
annual basis and is calculated from relevant data and any other factors
that couild have an effect.

Recharges

This category refers to interdepartmental charges (Overheads) within
the organization. The performance of each of the line items is analyzed
and then the budget is based on the preceding year’'s performance.]
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2.2,2.Financing

The operating expenditure shall be financed from the following sources:

Agency Services

Compensation received by ithe municipality for cost io
provide the agency service should be recognised as receipis
and not set-off against the expenditure. This compensation
mavbe in the form of commission, agency fees, coniract
fees, aic.

Interest, Dividend and

Consist of the income associated with ownership of interest-
bearing financial instruments, such as bank deposits, loans
extended to others, and bills and bonds issued by others.
Dividends come in the form of receipts from shares and
distribution of profits {o the owner. Rent on land is the

Rent on Land

receipts due fo ownership of land.

perational Revenue

Operational revenue refers te all other income not elsewhere
classHied such as administrative fees. bad debts recovered,
breakages, commission, discounts and early setilements,
etc.

Assets

Operating lease income received by the municipality fram
external use. Distinction is made beilween rental income

Sales of Goods and
Rendering of Services

Service Charges

based on market related versus non-market related rates.

This category consist of sales and services rendered

provided that the municipality produced or partially produced
the good or service. '

This group of accounts provides for the basic services
delivered by municipalities.

Intercompany/Parent-

subsidiary
Transactions

Revenue generated due to exchange transactions between
municipalities and their subsidiary municipal entities.

| Licences or Permits

Granting of licences or permits associated with a requlatory
function by government. Fees recognised under this
category must result from a principle agreement. If the
municipality act as an agent on behalf of provincial or
national government the transaction need to be treated
accordingly. Judament need to be applied in deciding
whether the "licence or permits” need to be classified as
exchange or non-exchange revenue.

Fines, Penalties and

This item consist of all compuisory receipts imposed by a
court or quasi-judicial body. Out-of-court setflements are
also included in this category, As with taxes this item
consists of unrequited, compulsory transactions. Thus, the
recipient municipality does not provide anything in return for

Forfeiis

these receipts.
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Granting of licences or permits associated with a requlatory
function by government. Fees recognised under this
category must result from a principle agreement. If the
miunicipality act as an agent on hehalf of provincial or
national gavernment the transaction need te be treated
accordingly. Judgment need to be applied in deciding
whether the "licence or permits” need to be classified as
 Licences or Permits exchange or non-exchange revenue,
Properiy Rates means a municipal rate on property
envisacged in section 229 {(1Ya) of the Constitution read with
the Municipal Property Rate Act 6 of 2004 as amended by
the Municipal Property Rates Amendment Act, 2014,
Rateable property means property cn which a municipality
may in terms of section 8 levy a rate and excludes

Property Rates impermissible rates as per section 17 of the Act.
This category provides for of all unrequited. voluntary
receipts from other parties. Thus an entry should be made
under this item when the municipality does not provide
anything of similar value directly in refurn for the transfer
from the other party and the transfer is voluntary. {GRAFP
23: Transfers are inflows of future economic benefits or
service potential from non-exchange transactions, other than

taxes.} This aroup of accounts provide for "operational and

Jransfers and capital transfers and subsidies” received "in-kind or in
Subsidies moneiary value”.

Interest, Dividend and | Consist of the income associated with ownership non-
Rent on Land gxchange transactions.

2.2.3 Budget Categories

The following expendiiure categoties shall be accommodated in the operating
budget:

Bad Debts Written | The irrecoverable debts that are writien off during the financia!
Off year as approved by the Council allocated according to the type of
service _provided to the customer. This acgount would also
include the write-off of accounts in terms of the debt prescription
rules.

Builk Purchases Bulk_purchases of electricity and water from Fskom (including
alternative servige providers) and Water Sousces such as Water
Boards and other providers.

Contracted This group of accounts distinguish between "Outsourced Services,
Services Contractors and Professional and Special Services".
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Depreciation and
Amortisation

Depreciation is_the systematic allocation of the cost of an asset
from the Statement of Financial Position to Depreciation Expense
on the Statement of Financial Performance over the useful life of
the asset.  Amortisation is the systematic allocation of the
discount, premium or issue cost of a financial instrument over the
life_of the instrument, or an intangible assat over a certain period.
Amotrtisation is the systematic allocation of the depreciable
armount of an intangible asset over its useful life.

Employee Related

This item includes all payments fo employeas defined below,

Cost

Employee Related Cost distinguish between Senior Managers
and Other Staff as Section 124(1)c) of the MFMA required
disclosures cof the details of remuneration for all senicr managers
and the Standard of GRAP on Related Party Disclosure requires
disclosure of key management personnel (GRAP 20 Related
Party Disclosure - no effective date determined by the Minister
thus IPSAS 20 Related Parties need to be applied. Key
management personnel in the context of municipalities referring to
the senigr_management _group, including the chief execulive
{municipal manager).

Interest,
Dividends and
Rent on Land

This item includes the total value of interest payments, dividends
and payment for the use of land owned by another patty.

Inventiory
Consumed

The _amount of inventaries recognised as an expense during the
period. GRAP 12.45(d) The amount of inventories recognised as
an expense during the period, which is often referred to as cost of
sales, consists of those costs previously included in ihe
measurement of inventory that has now been_sold, exchanged or
distributed, and unallocated production overheads and abnormal
amounts of production cost of inventories, GRAP 12.47

Remuneration of

Remuneration. as determined by the Remuneration of Public

Councillers

Office Bearers Act, 1998 (Act No 20 of 1988). Salary of full/part
time councillors _including the Executive Mayor or Mavyor,
Speakers, Deputy Executive Major or Deputy Mavyor, Members of
the Executive Committee or Mayoral Committee, Whip and
Chairperson of a sub-councii, etc.

Operating Leases

An operating lease is a lease other than a finance lease. A lease

is classified as an operating lease if it does not_transfer
substantially_ail the risks and rewards incidental to ownership.
Larnd use portion of a building finance lease must be recorded
under Rental of Land.

Operational Cost

An operafing expense is 3 day-to-day expense such as sales and

administration, or research & development, accounting expenses,
license fees, advertising, office expenses, utiliies such_as
felephone, insurance, property management, travel and vehicle
expenses.

Transfers and
Subsidies

This category provides for of all unrequited payments made by the
municipality, A payment is  unrequited provided that the
municipality does not receive_anything of similar value directly in
return for the transfer to_ancther party. Both current and capiial

transfers _are included in this iem, Municipalities distinguish
3 _
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between transfers to  provinces,  district municipalities,
departimental  agencies _and  accounts,  universities _and
Technicons, public corporations, private  enterprises, forsign
government and international institutions, non-profit crganisations
and households. This group of accounts provide for "operational
and capital transfers and subsidies” made "in-kind or in monetar,
value”,

2.2.4. Process

a. The CFO, in conjunction with the Senior Manager: Financial Services and
the Manager: Budget Office, and after consultation with the Budget Steering
Commiitiee, sets the reasonable growth level of the operational budget based
on the current financial performance and the prevailing industry growth
levels. {i.e. CPI).

b. After the income has been detemmined, an accepiable growth ievel for the
operating expenditure is determined and the draft operating budget is
discussed with the relevant Directors for their perusal and amendments.

¢. The draft operating budget is compiled based on the submissions from the
engagements with the different stakeholiders.

d. The draft operating budget serves before the Budget Steering Committee for
perusal and suggestions.

e. The drafi operating budget is tabled in Council at least 90 days (31 March)
before the start of the new financial year.

f.  The draft SDBIP is tabled in Council at least Qﬁ days (31 March) before the
start of the new financial year.

g. Afer the draft budget is tabled in Council, it is advertised for pubiic comment
for a period of 30 days.

h. Once the comments from the public have been received, noted and
considered, the final budget (inclusive of any amendments} is tabled in
Council for adoption, at least 30 days (31 May) before the start of the
financial year.

i Sect 25(1) of the Muricipal Finance Management Act (56 of 2003) states
that “if a municipal council fails to approve an annual budget, including
revenue raising measures necessary to give effect to the budget, the Council
must reconsider the budget and again vote on the budget, or on an amended
version thereof, within 7 days of the Council meeting that failed to approve
the budget.”
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2.2.5. Implementation

a. After the budget has been approved, the service delivery and budget
implementation plan (SDBIP} is finalised.

b. The SDBIP must be submitted to the Mayor within 14 days after
aforementioned approval, for Mayoral approval with a further 14 days.

¢. Each director indicates the intended spending for both capital and operating
budgets.

d Cash flows are included in the Service Delivery and Budget implementation
Plan of the organisation.

e. The SDBIP is monitored on a maonthly basis.

f.  Each directorate uses their respective vote numbers as indicated on the
aperational budget.

2.3. Adjustments Budget

2.3.1 A general adjustments budget may be {abled once a year by 28 February.

2.3.2 The adjustments budget process shall be aligned to the annual budget in terms of
consideration by the Budget Steering Committee.

2.3.3 The adjustments budget must be abproved by Council before implementation.

2.3.4 Any consequential amendment of the SDBIP necessitated by the adjustments
budget must be published together with the adjustments budget within 5 days
after the Municipal Council has approved an adjustments budget.

3. IMPLEMENTATION AND REVIEW OF POLICY

This policy shali be implemented on 1 July 2018 and shall be reviewed on an annual basis to
ensure that it is in line with the municipality’s strategic objectives and with legislation.

SENIOR MANAGER: FINANCIAL SERVICES
20 May 2018
31 MAY 2017
25 MAY 2016
28 MAY 2015
28 MAY 2014
29 MAY 2013
0 MAY 2012
04 MAY 2011

ig
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DEFINITIONS
“Accounting officer” The municipal manager of a municipality is the accounting officer of the municipalily in
terms of section 60 of the MFIMA
“Approved budgst” means an annual budget or adjustments tudgeat approved by a municipat council,
“Bask Services” means the foliowing four services: Energy Sources [Elsctricity], Watar Managementi [Water],

Waste Water Management (Sewerage & Waste Water Treatmant) and Wasle Management,
[Refuse {Solid Wasts)], as contained in the mSCOA function segment

"Budoet-related policy”

means a policy of a municipality affecling or affected by the annual budget of the municipality

1Chief financial officer’ means a person dasighated in terms of the MFMA whe parforms such budgeting, and other
duties as may in terms of section 79 of the MFMA be delegated by the accounting officer
tothe chief financiat officer.

“Capital Budget" This Is the estimated amount for capital items in a givan fiscal period. Capital items are

fixed assels such as infrastructure, facilities and equipment, the cost of which i normally
written off {(depraciated) over a number of fiscal perdods

“Council”

maang the council of a municipalily refarred to in section 18 of the Municipal Structures Act.

“Financial year”

means a 12-month year ending on 30 June,

Eunction

Sub-Function

mSCOA Segment: This segment provides for the classification of budgels according to the
{function of service delivery objeclive and provides for the standardisation of functiong and
sub-functions across local novernment with due reqard to specific service delivery
aciivities and responsibifities of each individual municipality.

“Line ltem”

an appropriation that is itemized on a separate ling in the inlernal budget document for
the purpose of greater coniral over expenditure, as containgd in the mSCOA seqrmen tor
item Expenditura and Ravenue, as revised from time to time. [{see annexure "B" for
item structurel

“Operating Budget”

the Municipality's financial plan, which outlines proposed expendituras for the
coming financiat year and estimates the revenues used to finance them,

“Ring Fenced Allccations”

an exclusive combinalion of fine iflems grouped for specific purposes, such as Debl
Impairment, Depreciation and Amorlisaiion, Finance Charaes and Provisions. [for instance
salaries and wages) '

"Service dalivery and budget
implementation plan™

means a detalled plan approved by the mayor of a municipality in terms of seclion 53{1) f¢)
{ii) for implernenting the municipality's dedivery of munigipal services ard ils annual budgel.

“Virement” is the process of transferring an approved budget allocation from one operating line item
or capial project to another, with the approval of the relevant Manager. To enable
budget managers 1o amend budgets in the light of experience or to reflact anticipated

“Yote" means one of the main segments into which a budget of a municipality is givided for the
appropriation of funds for the different Direclorates [per GF $ classification] of the
municipality; and which specifies the total amount that is appropristed for the purposes o
{he respective Dirsctorates [or GFS classifications) concerned. {See annexure “A[1]2"
for Yote structure]

ABBREVIATIONS

“CFO" Chief Financial Officer

“GFE” Government Financial Statisfics

“[Dp" Integrated Development Plan

“MFMA" Municipal Finance Management Act No. 56 of 2003

mSCOA Municipal Standard Chart of Accounts

“SDBIP” Service delivery and budget implementation plan
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OBJECTIVE

To allow limited flexibility in the use of budgeted funds te enable management to act on occasions
such as disasters, unforeseen expenditure or savings, efc. as they arise to accelerate service
delivery in a financially responsible manner.

VIREMENT CLARIFICATION

Virement is the process of transferring budgeted funds from one ling item number to another, with
approval of the relevant Director and CFO, in certain instances, to enable budget managers to
amend budgets in the light of experience or to reflect anticipated changes. (Section 28 (2) {2}
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 opporturity. (Chapter 4 of the MFMA)} The Chief Financial Officer has a statutory
duty to ensure that adeguate 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 directorate or activity to which funds are
appropriated, to plan and conduct assigned operations s¢ as not o 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 32.

VIREMENT RESTRICTIONS

(@) A virement of funds between votes (Directorates) will not be allowed without approval in an
adjustments budget. :

{b) Cumulative virements may not exceed a maximum of 10% of the total approved operating
budget per Directorate.

{c) A virement may not create new policy, significantly vary from current policy or alter the
approved outcomes / outputs as approved in the IDP for the current or subsequent years.
(section 19 and 21 MFMA)

(dy Virements resulting in adjustments to the approved SDBIP need to be submitted to the
Municipal Manager after an adjustments budget, with altered outputs and measurements for
approval, (MFMA Circular 13 page 3 paragraph 3)

{e) No virement request may be effected in the current year which will increase the approved
budget in future financial years without the prior approval of the Municipal Manager and the
Mayor. This refers to expenditure such as entering into lease- or rental agreements for
vehicles, photo copier's or fax machines, operalional contracts.

(fy  No virement may be made where it would result in unauthorised expenditure. (section 32
MFMA)

(g} Mo virement shall add to the staff establishment of the Municipality without the approval of
the Municipal Manager.

{h)} Budget may only be transferred from [Salaries] Employee Related Cost if approved by the
Municipal Manager and the Director: Finance.

(i) if the virement relates to an increase in the woik force establishment, then the Council's
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existing recruitment policies and procedures will apply.
)] Virements may not be made in respact of ring-fenced allocations.

(k) [No virements are permitted from Capital financing, Depreciation, Provisions,
Contributions and income Foregone.] Virements are not permitied from budgets
allocated to_Basic Services to any other funclions, unless approved in an adjusiments

budget.
{0 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.

{m) No virements are permitted in the first three months or the final month of the financial year
without the express approval of the CFO.

{n) No virement proposal shall affect amounts to be paid by another Department without the
agreement of the Manager of that Department, as recorded on the signed virement form.
{Section 15 MFMA)

(o}  Virement amounts may not be rolled over to subsequent years, or create expectations on
following budgets. {Section 30 MFMA)

{p} An approved virement doas nof give expendifure authority and all expenditure resulting
from approved virements must stil be subject fo the procurement / supply chain
management policy of Council as periodically reviewed.

{¢) Virements may not be made between Expenditure and Income.

n Virements may not be made between capital and cperational budgets, except as indicated in
paragraph 7. :

{s} Budget in excess of R100 000 per occasion, may only be transferred within a vole, between
the Basic Services as defined, if approved by the Municipal Manager and the Direcior:
Finance. Virements from services such as electricity, water; sewage and refuse may only be
considered after the submission of full details of the impact of the reduced expenditure for
that service, and the impact has been duly considered, and approved by the Director:
Finance.

VIREMENT PROCEDURE

(a)  All virement proposals must be completed on the appropriate documentation and forwarded
to the Budget Office for checking and implementation. All virements must be subjected to
scrutiny across all seven segments of the MSCOA classification framework.

(b} All virements must be approved by the [Vote holder andl/or] relevant Budgsel
Holder/Manager (Section 78 MFMA) in the case of a deparimental budget transfer, and also
by the relevant Direclor in the case of a transfer within a Directorate relating to the
operational budget,

{c) Capital Budget Virement within a GFS Classification must be approved by the
relevant manager end Director, the Municipat Manager and Director: Finance and, in cases
where the amount exceeds R100 000, by the Executive Mayor. Virements across GFS
classification will only be considered if it qualifies as an Adjustment Budget recuest and will
then be done as part of the official Adjustment Budget.

{d} A virement form must be completed for all Operationa! Budget Transfers and in the case of
a Capital Budget transfer an official memo approved by the relevant director, MM & CFQ
must be submitted. The prescribed documentation must be completed.

(e} Virements in excess of R 50,000 with a maximum as determined under section
6b. requires the approval of the relevant Director for Inter-deparimental transfers, as well as
the express approval of the Chief Financial Officer. {Section 79 MFIMA),
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() Virement transfers must be taken inio consideration by the respective managers with
regards to the SDBIP.

(g) Virements in respect of Ward specific projects must be approved by the Chief Financial
Officer, Muncipal Manager and the Mayor.

(h)  Virements beiween Capital and Operational in respect of Ward Specific Projects and grant
allocations, will only be allowed if it qualifies as an Adjustment Budget request and will then
be done as part of an [the official] Adjustments Budget

(i) All virement documentation must be in order and approved before any expenditure may be
commitited or incurred. (Section 79 MFMA).

(i After all virement decumentation has been duly completed, including all authorizations, the
budget transfer will normaliy be effected within three working days, subject to the operating
system functionality.

(k) The Director: Finance must report to the Municipal Manager and the Mayor on a monthly
basis in respect of virements in excess of R50 000 per iterm.

8. IMPLEMENTATION AND REVIEW OF THIS POLICY

This policy shall be implemented on 1 July 2018 and shall be reviewed on an annual basis to ensure that
it is in line with the municipality's strategic objectives and with legislation.

| SENIOR MANAGER: FINANCIAL SERVIGES
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mSCOA FUNCTION/SUB- FUNCTION

ANNEXURE A1

FUNCTION/SUB-FUNCTION

Community and Social Services

Aged Care, Home Assistance and Transpon Facilities
Animal Care and Diseases

Cemeleries, Funeral Parlours and Crematoriums
Chikl Care Fagilities

Community Halls and Facilities

libraries and Archives

Literacy Programmes -

Museums and Ast Galleries

Theaires

Zad's

Elactriclty and Gas

Electricity and Gas Distribution
Street Lighting

Eleciricity Generation

Enviranmeénial Protoction

Bicdiversity and Landscape
Cnaslal Protection

Pallution Cantrol

Executive and Council

Mayor and Council

Municipat Manager, Town Secretary and Chief Executive

Other

Abatioirs

Air Transport

Forestry

Licensing and Regulation
Markets

Tourism

FUNCTION/SUB-FUNCTICN

Finarice and Administration

Administrative and Corporate Support
Asset Managemeant

Budget and Treasury Office

Finance

Flzet Managerment

Huran Resources

Informadion Technology

Legal Services
Marketing, Customer Relations, Publicity and Media Co-
ordination

Property Services

Risk Management

Security Services

Supply Chain Management
Valuation Service

Health

Healih Services

Laboratory Services

Housing.

Housing

Infarmal Settlements

Interrsal Audit

Goverrrance Function

Road Transport

Farking Garages
Paunds

Fubiie Transport
Roads

Taxi Ranks
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ANNEXURE A1

FUNCTION/SUB-FUNCTION

Planning and Development

Billboards

Corporate Wide Strategic Planning (IDPs, LEDs)
Ceniral Improvement District

Devejopment Facilitation

Economic Development/Planning

Town Planning, Building Regulations and Enfarcament, and City

Engineer
Praject Management Unil

Support to Losal Municipalities

Public Safety

Civit Defence (Municipal Commando's)
Cleansing

Contrel of Public Nuisances

Feneing and Fences

Fire Fighting and Protection

FUNCTION/SUB-FUNCTION

Sport and Recreation

Beaches and Jetties

Community Parks {including Nurserias)
Recreational Facilities

Sporte Grounds and Stadivms

Waste Management

Recycling
Sclid Waste Disposal (Landfill Siles)
Solid YWasie Removal

Sireet Cleansing

Waste Water Management J

Public Toilets
Sewerage
Storm Water Management

Licensing and Control of Animals Treatment

Police Forees, Traffic and Street Parking Caontrol
Water
Treatment . _
VWater Distribution
VWater Storage

Note: The function/sub- funchion segment consist of core and non-core functions
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ANNEXURE A2

OPERATIONAL BUDGET - DIRECTORATES & DEPARTMENTS (OWN SEGMENT)

BEFT DIRECTORATE CODE DEPT DIRECTORATE CODE
| Council & Mayor's Office {1 1460  STREETLIGHTS: KLEINMOND
0010  COUNCIL'S GENFRAL 1470 STREETLIGHTS: HERMANUS
0050 MAYORS OFFICE 1480 STREETLIGHTS: STANFORD
0060 PENSIONERS & CONTINUED MEMBERS 1490 STREETLIGHTS: GANSBAAI
4200 ELECTRICITY{ADMIN) HM/KM
[ WM & Tnternal Audit 2 4210  ELECTRICITY{ADMIN) GB&ST
0100 MUNICIPAL MANAGER 4250 ELECTRICITY (DISTR}: KLEINMOND
0140  INTERNAL AUDIT 4260 ELECTRICITY (DISTR}. HERMANUIS
A270  ELECTRICITY (DISTR}): STANFORD
Management Services l 3 4280 ELECTRICITY (DISTR): GANSBAA}
0080 MUNICIPAL COURT 4350 ELECT {PURCH/SALES): KLEINMOMND
6090 COMMUNICATION 4360 ELECT (PURCH/SALES): HERMAMUS
0110 DIRECTOR: MANAGEMENT SERVICES 4370 ELECT (PURCH/SALES): STANFORD
0120 LEGAL SERVICES 4380 ELECT (PURCH/SALES): GANSBAAI
0130 STRATEGIC SERVICES 4400 ELECTRICITY INCOME
0650  HUMAN RESOURCES 4430 ELECT (SERY & CON): KLEINMOND
066G  INFO & COMMUNICATION TECHNOLGY 4440 ELECT (5ERY & CON): HERMANUS
067¢ COUNCIL SUFPQORT SERVICES 4450 ELECT (SERV & COM); STANFORD
0688 SOCIAL DEVELOPMENT 4460 ELECT (SERY & COM): GANSBAAI
3640 OVERSTRAND: SOLID WASTE DISP.
| Finance | 4
018¢  FINANGE: DIRECTOR , { Protection Services 6
0160  FINANCE: CEPUTY DIRECTOR © D700  TRAFFIC
0180  FINANCE: ACCOUNTING SERVICES - 0710 LAWENFORCEMENT
0190  FINANCE: EXPENDITURE & ASSETS 0720 VEHICLE TESTING
0200 FINANCE: REVENUE 0740 FIRE BRIGADE
0210  MANAGER: SUPPLY CHAIN MANAGEMT 07580 VEHICLE LICENSING

0760  SPECIAL TASK TEAM UNIT
- 0770  DISASTER MANAGEMENT
4220 DATACONTROL pacd DIRECTOR:PROTECTION & SECURITY
0250 ASSESSMENT RATES

| LED ] 7
[ Infrastructure & Planning B 1110 DIRECTOR ECON DEVELOPATOURISM
2480 DIRECTOR:INFRASTRUCTURE & PLAN 1120 TOURISM
2480 ENGIMEERING SERVICES 1130 PARKING SERVICE

2200 TOWN PLANNING & PROPERTY ADMIN
2240 DEP.DIRECTOR:ENGINEERING PLANN
2220 GEOGRAPHICAL INFO SYSTEM (GIS)
2240  SOLIDWASTE PLANNING

2250 BUILDING CONTROL SERVICES

2260  MUNICIPAL PROPERTIES

2090 OVERSTRAND HOUSING DEVELOPMENT
2300  ENVIRONMENTAL MANAGEMENT SERV




279

(AT

OVERSTRANMD MUNICIPALITY - VIREMENT POLICY ANNEXURE A2
DEPT DIRECTORATE CODE DEPT DIRECTORATE CODE
| Community Services | 8
0500 DIRECTOR:COMMUNITY SERVICES 1820  OFFICE BUILDINGS ST
0510  DEPUTY DIR:OPERATIONAL SERVICE 1930  OFFICE BUILDINGS GB
0530 AREA MANAGER: KLEINMOND 1940 CORPQORATE BUILDING {HM)
0340  AREA MAMAGER: HERMANUS 1990  SWIMMING POOL: HAWSTON
6550 AREA MANAGER: STANFORD 2100  SPORTSGROUNDS: KLEINMOND
0860 AREA MANAGER: GCAMSBAAL 2110 SPORTGROUNDS: HERMANUS
0610 CONTROL ROOM 2120  SPORTGRQUNDS: STANFORD
0820 FLEET MANAGEMENT 2130 SPORTGROUNDS: GANSBAAI
0630 SPORTS & RECREATHON 2140  SWIMMING POOL: HERMANUS
0840 MANAGER: CORPORATE PROJECTS 2150  SLIPWAY (KLEINBAAI
0950 LIBRARY. BETTY'S BAY 2160 STONY POINT (BETTY'S BAY)
2170 SLIPWAY KLEINMOND
0960  LIBRARY: KLEINMOND 2500 CEMETERIES: KLEINMOND
0870  LIBRARY: HAWSTON 2510 CEMETERIES: HERMAMUS
0980 LIBRARY: MOUNT PLEASANT 2520 CEMETERIES: STANFORD
0990 LIBRARY: ZWELIHLE 2530 CEMETERIES: GANSBAAI
1000  LiBRARY: HERMANUS 2600 CARAVAN PARK: PALMIETCAMP
1010 LiBRARY: STANFORD 2610 CARAVANFARK: KLEINMOND
1020  LIBRARY: GANSBAA} 2620 CAMPING SITE: HAWSTON
1100 POST OFFICE AGENCY: STANFORD 2630 CARAVAN PARK: ONRUS
1300 QPERATIONAL MANAGER: 2660 CARAVAN PARK: GANSBAAI
KLEINMOND
1310 OPERATIONAL MANAGER: HERMANUS 2900  HOUSING & SOCIAL UPLIFTRMENT
1320 OPERATIONAL MANAGER: STANFCRD 2040 HOUSING ALL SCHEMES
1330 OPERATIONAL MANAGER: GANSBAAI 4560 WATER (TREAT): KLEINMOND
1800  BEACHES: KLEINMCND 4590 WATER (TREAT). DE BOS/IPREEKSTO
1610 BEACHES: HERMANUS 4600 WATER (TREATMENT) STANFORD
1620 BEACHES: GANSBAAI 4620 WATER (TREAT): GANSBAAIFRANSK
1360  STREETS: PROVIMCIAL MAIN ROAD (4800 WATER (DISTRIBUTION): KLEINMON
1200 STREETS: KLEINMOMND 4810 WATER (DISTRIBUTION): HERMANUS
1410 STREETS: HEEMANUS 4820 WATER (DISTRIBUTION): STANFORD
1430 STREETS: STANFORD 4830 WATER (DISTRIBUTION): GANSBAAI
140 STREETS: GANSBAAI 4850 OVERSTRAND: WATER
145¢ OVERSTRAND: ROADS 4890 WATER INCOME
1640 PARKS & TOWNLANDS (KLEINMOND) 4300 WATER (SERV & CONY; KLEINMOND
1650 PARKS & TOWNLANDS (HERMANUS) 4810  WATER (S8ERV & COMNY HERMANUS
1660 FARKS & TOWNLANDS (STANFORD) 4920  WATER {SERV & CON}. STANFORD
1670 PARKS & TOWNLANDS (GANSBAAI 4930 WATER (SERV & CON)' GANSBAA)
1750 MULTI-PURPCSE CENTRE (HAWSTON) 4970 WATER (RAW WAT DAMS): GANSBAAI
1800  COMMUNITY BUILDINGS KM 1500 STORMWATER: KLEINMOMND
1810 COMMUNITY BUILDINGS HM 1810 STORMWATER: HERMANUS
1820  COMMUNITY BUILDINGS ST 1530 STORMWATER: STANFORD
1830 COMMUNITY BLILDINGS GB 1540 STORMWATER: GANSBAA!
1840 AUDITORIUM & BANQUETING HALL 3200 PUBLIC TOILETS (HERMANUS)
1900  OFFICE BUILDINGS KM 3750 SEWERAGE (DISTRIBUY. KLEINMOND
1910  QFFICE BUILDINGS HM 3760 SEWERAGE {DISTRIBU). HERMANUS
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DEPT DIRECTORATE CODE
3770 SEWERAGE (DISTRIBU): STANFORD
3780  SEWERAGE (DISTRIBU): GANSBAAL
3880 SEWERAGE {SERV/CON): HERMANUS
3950 SEWERAGE (TANKERS): KLEINMOND
3980 SEWERAGE (TANKERS): HERMANUS
3970 SEWERAGE {TANKERS): STANFORD
3980 SEWERAGE {TANKERS): GANSBAAI
4050 SEWERAGE {TREATMENT)
KLEINMOND
4080 SEWERAGE (TREATMENT): HAWSTON
4070 SEWERAGE {TREATMENT) HERMANUS
4080 SEWERAGE (TREATMENT) STANFORD
4080 SEWERAGE {TREATMENT) GANSBAAI
4100 SEWERAGE INCOME
3300 REFUSE REMOVAL: KEEINMOND
3110 REFUSE REMOVAL: HERMANUS
3320 REFUSE REMOVAL: STANFORD
3330 REFUSE REMOVAL: GANSBAAI
3400 SOLID WASTE DISPOSAL:B/BAY
3410 SOLID WASTE DISPOSAL: HAWSTON
3420 SOLID WASTE DISPOSAL: VOELKLIP
2430 SOLID WASTE DISPOSAL: STANFORD
3440 REFUSE DISPOSAL P/BEACH(TRFST)
3500 SOLID WASTE DISPOSAL: KLEINMON
3510 SOLID WASTE DISPOSAL: HERMANUS
3620 WASTE DISPOSAL SITE: GANSBAAI
3850 REFUSE iNCOME
[LIST OF SCOA OPERATIONAL ITEMS ANNEXURE A]
[Bulk Purchases - This account should record the cost of all electricity purchased for resale.
Electricity: ESKOM
Contracted Services - The municipality should have the capacity and expertise fo carry out certaln
Cutsourced Services services, but for some reasons not utilising their own staff. The reasons might

include temperary incapacity or the outsourcing of services to save costs, for
example cleaning, security and recruitment. In evaluating the classification of
agencyloutsourced services it should be established whether the services
being procured could have been provided by the municlpallty itself. It could
also be that the municipality ordinarily has the expertise to provide the
service but temporarily could not do s0 or to save costs.

Alien Vegetation Control External service providers used by the municipality for the control of alien
vegetation being 1} declared noxious weeds {toxic to humans or cattle and
which can infest agricultural crops 2} declared invasive weeds (usually less
dangerous than the former but are non the less invaslve and thus threaten the
survival of other species and 3} plants perceived as “"weeads" which are not
classified within the two former groups and are not "declared"” as such.
[Conservation of Agricuitural Resources Act No 43 of 1983]
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the SBCA, Wet Noise or Volunteers.

Clearing and Grass Cufting
Services

{# the municipality make use of external service providers for assisting in the
clearing and cleaning of bushes, arvin, fire belt, alien, invasive trees and
tree/grass cutting the cost nead fo be recorded fo this item. This would
includs the hiring of unemployed for assisting In these fasks.

Fire Services

If the municipality make use of external service providers for assisting in
providing a fire seivice the cost need to be recorded to this item.

Hygisne Sarvices

External service providers used by the municlpality in providing hygiene
services such as public toilets, toilet facilities in municipal buildings, waste
and rain waier causing hygiene concerns and problems, sewerage spilis
resulting from biocked drains, etc.

itlegal Dumping

If the municipality make use of external service providers to remove and
clean-up “Hlegal dumping™ of waste and refuse,

Litter Picking and Sireet
Cleaning

External service providers or making use of contract workers {o assist in litter
picking in cleaning the municipal area.

Medical Waste Removal

Hospitals, clinics, medical practioners and laboratories generate various
forms of madical waste to be disposed of in terms of Waste Legislation. In
order to ensure the appropriate removal of wasie the service is cutsourced to
specialist external services providers by the municipality.

Metar Managament

The municipality make use of external service providers for the management
of watar and electricity meters ineluding checking for tampering, calibration,
replacing meters, reading meters and securing meters If instructed to
disconnect and reconnect on instructlon.

Reconnect-, Disconnect-,
Mew Cornnections:;
Electricity

The cost of services rendered by external bodies i.r.o the disconnection
and/or reconnection of meters and new installations of meters. specifically for
electricity,

Recennect-, Disconnect-,
New Connections: Water

The cost of services rendered by external bodies i.r.o the disconnection
andfor reconnection of meters and new instaltations of meters specifically for
water,

Remeoval of Structures and
lllegal Signs

Cost incurred in the use of contractors to remove illegal struciures, signage,
posters, advertlsements, etc. This item exclude Informal Settlemant
Nanagemant.

Securlty Services

Cost incurred for the rendering of securlty services including safe guarding of
cash In transit, personal bodyguards, guard services for public events and
functlons, monitoring of alarms, crime prevention, access control to bulldings
and public places, rapid and arme« response.

Swimnming Supervision

Cost incurred for making use of contractors for swimming supervision at
municipal swimming pools. :

Translators and
Interpraters

External translator and interpreting service used by the municipality to asslst
at public participation meetings, newsletters, public hearings and addresses,
communications, letters, newsletters, eic.

Traffic Fines Management

This account provides for the outsourcing of traffic management for example
camera fine management and collection thereof.

Veterinary Servicas

Costs incurred for services rendered by persons caring for sick, hurt or
injurad animais. Included are consultation fees, medication and
hospitalieation of animals.

Contracted Services-
Consultants/Professional
Services

This group of accounts provides for Business and Advisory Services
provided by Consultants and Professional Service Providers.

Business and Advisory -
Accountants and Auditors

Consultancy services provided by registered accountants and auditors.

Business and Advisory -
Air Pollution

Consultancy services provided to assist the municipality in curbing air
pollution resulting from the introduction of chemicals, particular maiter or
hiological materials that cause harm or discomfort to humans or other living
organisms, or causs damage to the natural environment or built environment
into the atmosphere.

Business and Advisory -
Audit Cornmittee

Compensation paid o external audit committee members for attending
meeating.

Business and Advisory -
Board Member

Consultation fees incurred for external board members attendance at Board
Meatings.

10



Business and Advisory -
Business and Fin.
Management

282
13 0
Provision of speclalised professional services regarding Financial

Management and Procurement Management that cannot be maintained In-
house. The legal status can be an individual, partnership or cerporation.

Business and Advisory -
Commilsslions and
Commitiees

Professional services for special commlissions of enquiry and members of
committees other than the audit commlitee, performance comritiea, ete.

Business and Advisory -
Communications

Professional advice te the municipality on [ts external and internal
communication strategies,

Business and Advisory -
Human Resources

Specialised professional services of a tachnical or specialised nature ralated
to Human Resources Management that cannot ba maintainaed in-house.

Busginess and Advisory -
Medical Examinations

Referring employess for medical examinations at the expense of the
wunicipality, for example If more than the acceptable sick leave are taken
within a cycle, efc.

Business and Advisory -
Occupationai Health and
Safety

Dccupational health, safety and risk assessment consultants whichis a
cross-disciplinary area concerned with protecting the safety, health and
welfare of people engaged in the work- or employment environment. As a
secondary effect, it may also protect co-workers, family members, employers,
customers, suppliers, nearhy communitias, and other members of the public
who are impacted by the workplace environment. Risk assessment is the
detarmination of quantitative or qualitative value of risk related to a concrete
situation and a recognised threat which involve the calculations of risk,
magnitudes of [oss and the probability that the loss will oceur.

Business and Advisory -
Organisational

Profassional advice to the municipality on the arganlsational structure,
including advice on transformation, streamlining and stabilisation of the
municipality and its service dellvery activitles.

Business and Advisory -
Project Management

Professional fees for persons (individuals) or companies contracted to
manage speclfic large projects on behalf of the municipality.

Business and Advisory -
Research and Advisory

Specialist research and advisory services related to the development,
refinement or evatuation of policies to the municipality (Usually these kinds of
specialist research and advisory services would be done by recognised
specialists in the relevant field, who very often are working as individuals;
universities or research institutes. Also Environment studies done for land
under claim to determine the impact a change of business will have on the
land and surrounding environment and needs assessments ars done whilst
settling the claims to assess what the community's requiremants are and if it
wili be met by the way the claim is settled.

Business and Advisory -
Quailflcation Verification

Professlonal servicas for qualification verification of employees and
candldates for positions. :

Business and Advisory -
Quality Control

Specialised professional services of a technical or speéialised nature related
to guality confrol that cannot be maintained in-house. The legal status can be
an individual, partnership or corporation, including electricity, water and air,

Business and Advisory -
Valuer

Profassional services of a valuer for valulng property, plant and equipment or
providing assistance with compllation of the municipal valuation roll.

Infrastructure and Planning

- Architectural

Architectural services being the art and science of designing buildings and
structure including the design of the {otal built environiment: from the macro
level of town planning, urban design and landscape architecturs to the micro
level of conatruction defails and, sometimes, fumiture, etc.

Infrastructure and Planning

= Ecological

This item includes services relating to ecology, such as studies in the science
of the relationship between organisms and their environment, or studying the
relatlonships hetween human groups and their physical and social
environment and the study of the detrimental effects of rmodern civilisation on
the environment, with a view toward prevention or reversal through
conservation.

infrastructure and Planning

- Engineering: Civil

Civil engineering is a professional engineering discipline that deals with the
design, construction and maintenance of the physical and naturally bullt
environment, including works such as brldges, roads, canals, dams and
huildings.

Infrastructure and Planning

- Engineering: Electrical

Electrical engineering, sometimes referred to as electrical and electronic
engineering, is a field of engineering that deals with the study and application
of electricity, electronles and electromagnetism. it covers a range of

11
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subtopics including power, eleetronics, control systems, signal processing
and telecommunications.

Infrastructure and Planning
- Engineering: Industrial

industrial engineering Is a branch of engineering that concerns the
development, improvement, implementation and evaluation of integrated
systems of people, money, knowledge, information, equipment, energy,
material and process. Industrial engineering draws upon the principles and
methods of angineering analysis and synthesis, as wall as mathematical,
physical and social sciences together with the principles and mathods of
engineering analysis and design to specify, predict and evaluate the results to
be cbhtained from such systems. Indusirial engineers work to eliminate waste
of time, money, materials, energy, and other resources. Industrial engineering
i also known as operations management, systems engineering, production
engineering, manufacturing engineering or mahufacturlng systems
engineering. Wheraas most engineering disciplines apply skills to very
specific araas, industrial engineering is applied in virtually every industry.
Exampies of where industrial engineering might be used include shortening
lines {or queues) at a theme park cor streamlining an operating room,.

Infrastructure and Planning
= Enginasering: Mechanical

Mechanical enginaeering is an engineering discipline that involves the
application of principles of physics for analysls, deslgn, manufacturing, and
maintenance of mechanleal systems. Mechanical engineers deslgn and build
engines and power planis, structures and vehicles of all sizes. Mechanical
engineers also design and analyze motor vehicles, zircraft, heating and
cooling systems, watercraft, manufacturing plants, industrial aquipment and
machinery, robotics, medical devices and more.

Infrastructure and Planning
- Engineering: Structural

Structural englnearing Is a field of engineering dealing with the dasign of
structures that support or resist loads. Structural engineering is usually
consldarad a spacialty within civil enginaering. Structural sngineers are most
commonly invalved in the design of buildings and large non-building
structures but they can also be involved in the deslgn of machinery, medtcal
aquipment, vehicles or any items where the structural integrity of the design
Item affects its function or safety.

Infrastructure and Planning
- Geodetie Surveys

Geotechnical engineer is an expert who evaluates and stabilises foundations
for builldings, roads and othar structures. Geotechnical angineering deals with
geology, soil and rock mechanics, foundation engineering, ground
improvemant, land reclamation, deep excavation, underground construction
and ralated work.

Infrastructure and Planning
- Geoinformatic Saervices

Creation of geographic information from manipulating geographic data in a
computerised system. Typical applications are land reglstration, hydrology,
cadastral, land evaluation, planning or environmental observation. Service
may eome in many different forms, such as maps or images taken from the air
or frorm space, e.g. remote sensing data. Geodata is stored in a database,
having special extensions for storing, handling and manipulation,
Geoinformation is the useful output, produced by analysing data with a
computer program cailed a "geographic information systemn”.

Infrastracture and Planning
= Geologist

Cost incurred in making use of a professional service provider relating to the
science of geology, such as studying the physical structure and processes of
the earth and planets of the solar system.

Infrastructure and Planning
- Land/ Quantity Surveyors

Control of the cost on construction projects. The methods emploved, cover a
ranga of activities which may include cost planning, value engineering,
feasibility studies, cost benefit analysls, lifecycie costing, valuation and cost
estimation.

Infrastructure and Planning
- Landscape Designer

Services provided by a landscape designer, being the ptanning, design and
someatimes oversight of an exterior landscape or space.

Infrastructure and Planning
= Town Planner

Services pravided in the field of urban ptanning for public health and safety.
Services may relate to the formulation of plans for short- and long-term
growth and renewal of urban and suburban communities; the study of land
use compatibility, sconomic, environmental and social trends and problems
to determine ¢he hest use of land and resources. Town planners conslder
environmental matters such as sustainable development, alr poliution, traffic
congestions, erime, land values, legislation and zoning codes. The are
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usually hired by developers, private property owners, private planning firms,
and local governments to assist in the large-scale planning of master planned
communities, private/public housing, commercial development, community
redavalopment, anvironmental expertise, public facilities, and public
transportation systems.

Laboratory Services - This item include the cost associated with making use of consultants or
Agriculture professionals for iaboratory services such as scientific experiments,
research, manufacturing of drugs or chemicals, observation and testing
specifically relating to agricuiturs.

Laboratory Services - This item Includes the cost associated with making use of consultants or
Medical professionals for laboratory services (including the National Health
Laboratory Services and "other services providers") such as scientific
experiments, rasearch, manwfacturing of drugs or chemicals, observation and
testing specifically relating to human health (medical).

Laboratory Services - This itam includes the cost associated with making use of consultangs or

Roads profassionals for laboratory services provided for testing of road surfaces
and any other fesfs relating to roads,

L.aboratory Services - This item includes the cost assoclated with making use of consultants or

Water professionals for laboratory services provided for testing of water samples,

water guality and water related laboratory services.

Lagal Cost - Legal Advice Services rendered by an attorney duly admiited to practice as an attorney in
and Litigation any part of the Republic of Seuth Afrlea. Legal advice includes services such
as: arbltration, business kaw, litigation {clvil), commerclal , company law,
human rights, conveyance, amployment law, environmantal law, family law,
insolvency, intellectual property, labour law, liquidation, mediation, property
law, {axation, litigation (general), litigation {commaercial), litigation {corporate},
MVA claims, company reglstratlons, mining, corporate, insurance law,
commercial drafting, sequestrations, financial markets, high eourt practice,
constitutional, liquor Law, town planning, litigation (high court), litigation
{magistrates court), industrial relations, water law, international transactions
and litlpation (tax).

Legal Cost - Issue of Messenger of the ¢ouwrt fees are Incurred only on clvil cases. A civil case
Summons refers to a matter where there is money Involved {non payment of feas), for
example, the department has not been paying its electricity or water bill.
Money to pay for messenger of the court fees.

Legai Cost - Collection Cost incurred for issuing warning to customers, collection cost of

outstanding debt, fines and penatties. -

Contracted Services - Contractors are requirad to provide services that are not the core buslness of
Contractors tha municipality. It is normally not cost effective to maintain these skills within
tha department. Centractors include costs associated with the use of
contracted individuals or businesses on projects or tasks, This does not
inciude amounts payable to contractors in respect of provision of services
such as cleaning and security even if a staff element can be identified. Note
also that It s commeon practice that the said contractor providas all the
materials required for the project - he/she tanders for the whole project,
materials included.

| Aerial Photography Aerial photography is the process of taking photographs from a camera
mounted in an aircraft or balloon. Aerial photographs are used extensively in
cartography to provide detailed geographical information in the production of
maps.

Aerial Surveiilance Costs incurred by the municipality for utilising aerial surveillance service
being the gathering of surveillance, usually visual imagery or video, from an
airborne vehicle, such as hellcopters or military alrcrafts for reasons such as
erlme prevention, smsargency and disaster managamant, high way patrols,
helicopter Services, atc

MArtists and Performers The hiring of artists and/or performers for festivals organised by the
muynicipallty.
Auctioneers Costs incurred for services rendered by an auctioneer who conducts a public

sale in which goods and capital asseis are sold to the highest biddar. This
payment usually equals a fixed parcentage of the selling price obtained.
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Audio-visual Services
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Cost incurred for the services provided by a person, not employed by the
department relating to the recording and reproduction of sound and sight.
“"Consultants used in the creation, development and production of videos,
fllms, DVD or other audio visual materials".

Bore Waterhole Driling

Bore waterhole drilling contractors used for the rendering of service not
qualifying for capitalisation.

Buiding Contractors

Building contractors providing services not recognised as capital but rathar
repairs and maintenance.

Chipping Cost Incurred for "chipping” of solid waster for recycling such as tires, matal,
glass, wood, etc.
Electrical Cost incurred in the usa of alectrical contractors (eleciriclans) for Installing

new cabling, meters, fransformers and transmitters, cable replacement and
maintenanca of elecirical infrastructure and equipment.

Employee Wellness

Costincurred for service providers foy internal seminars and awarenass
programs in assisfing employees in addrassing spacific naeds and problems
slther in their workplaca or private affairs. This includas programs relating o
psychological, physical, financial, etc. Examples of such programs will
include HIV awareness, financial awareness or self defence classes by
contractors who come to the workplace to Instruct etc. It Is Important to note
that this item exciudes medical weliness programs which Include physical
tesis such as cholesterol, bicod pressure, diabetes or advisory services by
dietlclans or any othar medical related issue. The latter should be classified
under the specific item for medical services and also does not include tralning
programmes as defined In the training definitlons, neither should the cost for
any materials, or venues and facHities for those weliness contractors be
classified under this tem, but to the speclflc items as avallable for those
ltems on the chart.

Event Promoters

Promoters develop marketing strategies for events ranging from concerts to
sperting tournaments, Event promoters work with television, radio, special-
evants coordinators, tickat sellars, reviewers, bulk mailers, and local
merchants to markef a product/service. They are also involved in locating and
booking the venues, artists, performers, stage and sound crew as well as the
marketing strategies. It will also include market related cost payable to
motivational speakers at public events, team building sessions ete.

First Aid

Costs incurred with regards to first aid facliles required for government
occupied buildings. This facilities are fixed to the walls in the huilding. All
costs incurred shouwld be allocated to this item even If precured from an
external service provider. | :

Fire Protection

Cost incurred for the purpose of fire prevention and fire fighting affairs and
services operation of regular and auxiliary fire brigades and of other fire
fighting training programs. includes: civil protection services such as
mountain rescue, beach surveillance, evacuation of flooded areas, and.
provision, service and inspection of fire extingulshers and sprinkler systems.
All costs incurred should be allocated to this item even if procured from an
external service provider.

Fire Services

Cost incurred for contractors and other authorities i.r.o the preventlon of fires
and for fire brigade charges

Gardening Services

Cost incurred for domestlc gardening services provided by service
organisations. All costs incurred should be allocated to this item even if
procured from an external service provider. Contracted out to a company,
outsourcing of gardening service or acquiring of plants and flowers for own
use.

Graphic Designers

Design or create graphics to meet specific commercial or promotional needs,
such as packaging, displays, or logos. May use a variefy of mediums to
achieve artistic or decorative effects.

Grading of Sport Fields

Contractors used for grading (1-5% slope allowed from the centre of the field
to outer cornars) and drainage of sports fields according to generally
accepted norms and standards. Essential process in constructing sports
fields.

Haulage

Transport of waste betwsen sites and from sites for recycling., Service
provided by a contractor.
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nterior Decorator
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This item provides for the expartise of an interior decorator to provide advice
in the art of decorating a room =0 that it is attractive, easy to use, and
functions well with the existing architecture .

Inspection Fees

Coniractors used for water and electricity meter ingpactions to detect
tampering and cordirm accuracy of metering use.

Maintenance of Buildings
and Facilities

Costs incurred for making use of contractors for maintaining and repairing of
buildings and facilities. Transactions allocated to this item is applicable only if
the maintenance and rapair does not axtend the useful life of the assat and
result in future cash inflows into the organisation. Examples would be
painting, waterproofing, replacing carpets, fix broken windows, eic, Detail of
Buildings and Facilities to be selected from the Project Segment.

Maintenanca of Equipment

Caosts incurred for making use of contractors for maintaining and yepairing of
equipment. Transactions atlocated to this item is applicable only If the
malntenance and repair does not extend the useful Hfe of the asset and result
in future cash Inflows. Examples would be repiacing fillers or gas in an air
conditloner, servicing of machinery and sguipment and ordinary service of a
motor vahlcle. Detail of Plant and Equipment to be selected from tha Project
Segment.

Maintenance of
Unspeacified Assets

Costs incurred for making use of contractors for maintaining and repairing of
buildings and facilities. Transactions aflocated to this item is applicable enly If
the maintenance and repair does not exfend the useful life of the asset and
resuit in future cash inflows inte the organization. Included in this item are
maintenance of all other assets, not included under the categories for
machinery and equipment e.g. biclogical assets, software and intangible
assets, heritage assets. Exarnples would be maintenance of other assets
such as roads, harbours and other infrastructure assets (all other assets not
included in property maintenance or machinery and equipment). Detail of
“other assets” to be selected from the Project Segment.

Management of Informal
Settlements

Contractors used for removal of illegal settiements, structures and occupanis.

Medical Services

Clinics might from time to tima require the services of private medical
practionars to render services when staff shortages occur. This is a short
term arrangement for a specific regulrernent or need, Includes payment to
private medlical practitioners for services to employees as a result of injury on
duty. Costs incurred by private medical centres for examination of sick
patients of which the cost is carried by the municipality. Municipalities
acqguire the sarvices of medical staff to render medical services (o employees
at the workplace to enhance employment wellness.

Mint of Decorations

Draft/mint of decorations/medals for the Mayor and Deputy Mayor not
subjacted to capitalisation. '

Pest Control and

Cost incurred for contracting in Pest Control servicas for managing pests ln

Fumigation the municipal area, such as rats, cockroaches, termites including fumigation
cost using chemicals to prevent pests,
Photographaer Costs incurred for services rendered by photographer for official phote's,

Ptants, Flowers and Other
Decorations

Costs incurred for plants, flowers, wreaths used at memorial services and
other decorations used for speclal events,

Prepaid Electricity Vendors

Contractors for vending of "prepaid electricity”.

Preservation/Restoration/D
ismantling/Claaning
Services

Costs incurred of services relating to restoration and prasarvation of items
that should be stored for a long perlod of time whilst not in use and the
restoration of art Hems. Excluded from this item are normal maintenance and
repairs. Also ineluded are the cost for dismantling and cleaning of assets o
be stored for a unspacifled pertod of time as wall as the cost associated with
the demolitlon of assets.

Tracing Agents and Debt
Collectors

The expenditure incurred i.r.o services rendered by collecting firms with
regard to outstanding accounts, including legal fees in this regard.

Traffic and Street Lights

Contractors appeinted for the management of traffic and street lights such as
replacing light bulbs, poles and traffic lights damaged in accldents, stc.

Transportation Contractor

Contractor for furniture removal, removal of abandoned vehleles, pounding of
vehicles angt "tow-In" of municipal vehicles and motors parked restricting
entrance/exit gates.
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Safeguard and Security
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Cost incurred relating o safeguarding of property, for example armed

response provided by ADT, Chubb or other(s) and security services for
exampla reception or motor entrances access contrel ocutsourced.

Sewerage Services

Contractors used for sewerage and sanitation services, including suction
pump vehicle (honey suckers) and removal of sludge from drying beds.

Inventory

The amount of inventories recognised as an expense during the period.
GRAP 12.45(d) The amount of inventories recognised as an expense during
the period, which is oftan roferred to as cost of sales, congists of thosa costs
previously Included in the measurement of inventory that has now been sold,
exchanged or distributed, and unallecated production overheads and
abnormal amounts of productlon cost of inventories. GRAP 12.47

Inventory - Consumable
Stores

Inventories are assels in the form of matarials or supplies to be consumed in
the production process; in the form of materials or supplies to be consuimed
or distributed In the rendering of services; held for sale or distribution in the
ordinary ¢course of operations or in the process of production for sale or
distribution. {GRAP 12 .07). This category Iincludes all other inventory
consumables that are note caterad for In the major inventory categorlas, like
linen, seeds and seedlings, workplace decorations, call phone accessaries,
etc.

inventory - Consumable
Stores - Standard Rated

Consumable stores procured subjected to the standard vat rata.

Invantory - Consumable
Stores - Zero Rated

Cartain basic food stuff sublected to zero-rated vat and fuel levy goods and
farming goods such animal feed, animal remedies, fertilizer, pesticide and
plants and seeds in a form used for cultivation,

Inventory - Finished Goods

Finished goods are goods that have completed required manufacturing
process and are awaiting to be fitted/mixed/processed with final product or
final product or final product itself could also be called as finished goods.

Inventory - Goods held for
Resale

Other goods held by the municipality for sale to third parties and would for
extample Include agricultural produce,

Inventory - Materials and
Supplies

Inventories are assets in the form of materials or supplies to be consumed in
the production process; In the form of materials or supplies to be consumed
or distributed in the rendering of services; held for sale or distribution in the
ordinary coursa of operations or in the process of production for sale or
distribution. (GRAP 12 07). Materlals and suppliss wilt Include items like
building materials, hardware, painting materials and workshop accessories,
etc.

inventory - Raw Materials

Something bought as raw material and used to manufacture a product.

inventory - Reversal of
Write-down

The amount of any reversal of any write-down that is recognised as a
reduction In the amount of inventories recognlised as an expense in the
period. IGRAP 12.45({f). The amount of any reversal of any write-down of
inventories, arising from an increase in net realisable value, shall be
recognisad as a reduction in the amount of inventories recognised as an
axpense in the peried in which the reversal oceurs.

Operating Leases

An operating lease is a lease other than a finance Jease. A lease is classified
ag an operating leasae if it doas nof transfer substantially all the risks and
rewards incidental to ownership. Land use portion of a building flnance lease
must be recorded under Rental of Land,

Oparating Leases -
Buildings

Classification of payments made for operational leases pertaining to
buildings.

Operating Leases -
Computer Equipment

ClassHication of paymenits made for operational leases pertaining to
compuler equipment.

Operating Leases -
Fumiture and Office

Classification of payments made for operational leases pertaining to furniture
and office equipment.

Eqguipment
Operating Leases - Classification of payments made for operational leases pertaining to
ntangible Assets infrastructure - Intangible Assats.

Operating Leases -
Machinery and Equipment

Classification of payments made for operational lzases pertaining o
infrastructure - Machinery and Equipment.

Operational Cost

An operating expanse is a day-to-day expense such as sales and
administration, or research & devaelopment, accounting expenses, license
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faes, advertising, offlce expenses, utilities such as telephone, insurance,
propery management, travel and vehicle expenses.

Achievements and Awards

Cost Incurred in giving awards in reconnection of achievements,

Advertising: Auctions

Cost incurred In publishing advertisements for auctions io dispose of
obsolete assets in compliance with procirement and asset managemant
policies.

Advertising: Corporate
and Municipal Activities

Costs Incurred relating to the promotion and selling of preducts or services
reiated to the activitias of the municipality by any media, .9. TV, radio and
newspapers. Include in this account would be draft and final budget adverts,
council meeting and public participation, notice and town planning on sub-
divisions, rezoning town development eic.

Advaeitising:
CustomeriClient
information

Advartising to encourage payment of municipal accounts, client and customer
payment and service centres or special discounts for settlement of accounts
in arrear.

Publicity and Marketing:
Gifts and Promotional
tems

Costs incurred in providing gifts without charge to the recipient {an individual
or entity) or for the promotion of an event carrying the municipality, the
states' or projects stogan. Gifis must be of a gratuitous nature and be a token
of appreciation. Promotional tems should serve the purpose of promoting
the image of the munlcipality, project or state. This item include tracksuits, T-
shirts and other promotional items.

Advertising: Mun.
Newsletters

Cost incurred for printing and distribution of municlpal newsletters.

Advertising, Publicity and
Marketing: Signs

Cost incurred in placing poster, signs and boards for municipal activities.

Advertising, Publicity and
Marketing: Stafi
Recruitment

Cost incurred in the publishing of notices in a local or national newspaper for
recruiting potential candidates to apply for vacancies on the establishment.
Also included In this item are advertisements to recrult interns.

Advertising, Publicity and
Marketing: Tenders

Cost incurrad in publishing tender requests for the attention and information
of potential providers of goods and service in compliance with procurement
policies made to newspapeis and other agencies for the placemant and
design of advertisemants for tenders.

Assets less than the
Capitalisation Threshold

Plant and eqguipment procured at less than the asset threshold to be expensed
under this item. Capitalisation Threshold Is the value above which assets are
treated as capital assets and entered into an asset register from which
reporting in the financial statements (specifically the Statement of Financtal
Position} is extracted. ' :

Audit Cost: External

The Constitution of South Africa Section 188 determines that the Auditor-
General must audit and report on the accounts, financial staternents and
financial management of all natlenal and provincial departments and
administrations, as well as all municipalities.

Bank Charges, Facility and
Card Fees - Bank Accounts

Bank charges and card fees payable to Commercial Banks, Commercial
banks are institutions that inter alia, provide basic banking services. Basic
banking services entails the opening, maintenance and operation of accounts
for money transmission by means of cheque, other payment instrument or
savings account, such as FNB, Nedbank, Standard Banl, etc.

Bank Charges, Facility and
Card Fees - Third Parties

Bank charges incurred by third party service providers by whom financial
transactions are managed on behalf of municipalities, for example third party
vending of pre-paid electricity includas both cash handling and debitfcredit
card bank charges. These costs need o be recorded separately in the
miunicipalities recaords so as to manage and report accordingly.

Bank Charges, Facliity and
Card Fees - Fleet Cards

Bank charges and services charged on credit/debit/fleet/charged cards.

Bank Charges, Facility and
Card Fees - Investmenis

Charges levied for the administration of investments held by institutlons
administrated under the Bank Act, e.g. Flrst National Bank, ABSA, Nedbank,
etc. All charges levied are allocatad to this account, axcept for interest paid
on dank overdrafts.

Bank Charges, Facility and
Card Fees - Lease
Payments

Bank charges and services fees charged on finance agreements with banks,
ete.
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Bank Charges, Facility,
Card Faes - L/5 Term
Borrowings
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Bank Fees and other adrinistrative levies charged by financial institutions on
providing long and short term loans, barrowings and bonds on property to the
municipality.

Bargaining Council

Agency shop fees payable to the South African Local Government Bargaining
Council determined by the Collective Agreemaent as a % of the employes's
monthly salary up to a maximum of RX.

Bursarias (Employees)

Bursaries include payments made to provide direct support to employees for
studying at universities or other tertlary institutions, where all the conditions
and terms have been complied with in terms of the confract with the bursary
hokder.

Catering Municipai
Activities

Expenditure incurred on individuals employed or confracted fo the
municipality or individuais outside the employee of the municlpality, in
connection with the activities of the municlpality or department within 2
municipality, that directly relates to the achlevement of Its objectives. Such
expenditure includes but is not limited to catering for Lakgotla, conferences,
bosherade, workshops, indabas, courses, forums, hearings and meetings
held with the intention to discuss the municipality's activities, launches and
public addresses, interviews and training sessions, diner and drinks supplied
at function for emplovees, catering and eatery provided for commiitee
meetings and forums. The reason for the distinctlon between entertainment
and catering is derived from section 17{2)}{a)(i) being that municipalifies are
able to deduct input tax in regard to creating or maintaining those recreational
facitities, but where entertainment goods or services are acquired for the
purpose of hosting an event at sporting or recreational facilities or pubiic
amaeanlties must be considered under section 17{24a){i}.

Cleaning Services:
Laundry Services

Dry cleaning and laundry services for items other that those that ferms part of
tha buliding which will be alloeated to owned and feasehold expenditure.

Commission: Third Party
Vendors

The commission payable to external bodies for tha collection of income via
for axample "easy pay" or other pre-pald systems.

Commission: Prepaid
Electricity

Commission pald to Vendors for selling "Prepald Electricity' to consurners.

Cost relating fo the Sala of
Houses

Cost incurred relating to the selling of municipal property such as houses,
Ervin and buildings,

Courier and Dalivery
Services

Costs incurred in the us_é of courler services for transporting
documaents/parcels from one to a specified destination. Examples - Docex,
XPS, DHL, etc.

Communication: Cel
Contract (Subscription and
Calls)

Monthly service provider subscription fees, call costs, itemised billing, CLI,
3G and other operating expenses for celluiar phones should be allocated to
this Hem,.

Communication: Licences
{Radio and Television)

Annual payment made to the SABC and other licensing authorities (SAMRO)
for a permit to view televislon programs and to listen to the radio or "music
license's™. Annual payment made {0 obtain a television and radio licence
including ICASA Radio licences, alarm systems, etc

Communication:
Postage/Stamps/Franking
Machines

Postage is the amount payable for the carrying of the arfiele by post,
including any speclal eharge or additional fea payabls for special services
supplied in relation to the carrying of the article. Stamp is the officially issued
postage label, often adhesive, atiesting that payment has been rendered for
mail delivery. Franking Machine is the machine which prints a franked
impression on an envelope to record the amount of postage paid. Advance
payment is made to the Post Office based on the average usage of the
franking machine. Excluded are courier services for delivering of documents
and articles, e.g. by PHL Speed Services and XP35.

Communication: Rent
Private Bag and Postal Box

Costs incurred in the renting of post boxes and private bags from the Post
Office or Post Net usually on an annual basis. This is usually an annual
payment.

Communication: Satellite
Signals

Cost include monthly subscription for Mnet and DSTV.

Communication: SMS Bulk
Message Service

Subscriptions fees or bundle charges for sending bulk or customised SMS
imessages.
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Communication;
Telaphone, Fax, Telegraph
and Telex
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Payments for the usages of telephonas, faxes, telegraphs and telex for
communication purposes, including costs for teleconferences.
Communication by telephones and faxes includes the sending of messages
electronically i.e. the sending of a message, image or document via a fax
machine or a telephone or call phone. Included in this item are the monthly
charges for routers on the current Telkom PABX systems. Telex is a
communications system using teleprinters that communicate via telephone
lines. Teleconferenca is a meeting via talocommunications sguipment: a
meeting held among people in different places by means of
telecommunications equipment. Payments include all costs for the usage of
telecommunication eqguipment, Including rentals. Telecormmunication
equipment includes phones, faxes, telegraphs and telex excluding cellular
phones,

Communlcation:
Telemetric Systems

Telephone bills for the systems - related to alarm systems used at reservoirs
and water lines

Communlcation:
Telephone Instatlation

Expenditure incurred for the installation of {elephone systems excluding any
capital outlays. This Is usually of a ehce off nature.

Deeds

Fees payable to the Registrar of Deeds for extraction of Information on
ownership of property.

Dumping Fees {District
Council)

District fees for dumping including the dumping fees and fixed cost.

Eskom Connection Fees

Once-off payiment to ESCOM for new substations (Non Capitalised Cost).

Electricity Compliance
Certificate

Section 14 of the Nafionat Building Reguiatlions and Bullding Standards
Ameandment Act require any person licensed or authorized by a local authority
to carry out the installation, alteration or repair of any glectrical wiring
connected or of which connection is desired with the elecirical supply or
distribution works of such local authorily or any statutory body, shall, at the
request of the owner of a building of which the erection has been complated
or of any person having an interest therein (or of the local authority) issue a
cerlificats if he is satisfied that the electrical wiring and other electrical
installatlons in such building are In accordance with the provislons of all |
appllcable laws. All costs incurred should be allocaied to this item even #

procured from an external sarvica provider,

Entertainment: Mayer

Entertainments expandi_t&re incurred for entertainment axpensaes by the Mayor
and Deputy Mayor as datarmined by the councils policy.

Entertainment: Counciliars

Entertainments expenditure incurred for entertainment expenses by the
Councillors as determined by the councils policy.

Entertainment: Senlor
Management

Entertainments expenditure incurred for entertainment expenses by the -
Senior Manager as determined by the counclls pollcy.

External Computer Service:
Data Lines

Communlcation lines at the municipal control centre and server room and
other remote offices where data lines are operational.

External Comnputer Service;
GPS Licence Fees

Licence fees pald for GP3 licensing (GIS Information}

External Computer Service:
Information Services

Any other computer services provided by external service providers.

External Computer Service:
Internet Charge

Costs incurred for internet connectivity to other service providers other than
SITA, a.g. Mweb, Werld online, lafrica, ete.

External Computer Service:
Metwork Extensions

Cosis incurred for moving, adding or replacing network extensions and
cables as required.

External Computer Service:
Remote Server Access

Cosis incurred for utilising remote sarver access.

External Computer Service:
Software Licences

Costs incurred to obtaln a document granting permission for the use of
computer programs to ensure that the operators of materials and resources
are acknowledged and rewarded for thelr worl, as well as ensuring that the
materlals are used legally and without risk of prosecution.

External Computer Service:
Spec. Computer Service

Services provided by contractors to promeote the effective utilisation of
information technology to enhance the efficiency at the municipality.

External Compuier Service:
System Adviser

Costs incurred for the provision of techmical, functional and business advice
and support regarding information technology.
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External Computer Service!
System Development
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System davelopment costs incurred for servicas rendered with regard to
developing and astablishing network eperating systems.

External Computer Servicea:
Wireless Network

Services provided for setting up and maintalnlng wireless networks.

Freight Services

Costs incurred for the transport of goods in bulk by {ruck, train, ship or
alreraft.

Full Time Unlon
Representative

Compensation paid to "full time union representative” not included in
compensation of employees.

Insurarice Underwriting:
Insurance Aggregation

Insurance aggregation is a process of finding multiple insurance guotes at
one time so the buyer can make an aceurate comparison of insurance policies
based on identical information given to each company.

Insurance Underwriting:
Clalms pald to Third
Parties

Clalis paid to third pariies.

Insurance Underwriting:
insurance Brokers Fees

Insurance Brokers Fees expenses

Insurance Underwriting:
Insurance Claims

Cosis paid towards claims incurred for damages to City of Cape Town
property and assets, e.g, material, subcontractor costs, etc. [Self insured -
pay-outs]

Insurance Underwriting:
Excess Payments

An excess payment, also known as a deductible, is a flxed contribufion that
must be paid each time a car Is repaired with the charges bllled to an
automotive insurance pollcy. Nermally this payment is made directly to the
accldent repair "garage™ when the car is collected. if the accident wag the
other driver's fauit, and this fault is accepted by the third party's insurer, then
the vehicle owner may ba able to reclaim the excess payment from the other
person's insurance company. if the insurance company setties a clalm in
taerms of the insurance contract a fixed agreed amount as determined by the
agrooment with the insurer are usually deducted from the settiement payment
elther pald by the municipality when making replacements.

Insurance Underwriing:
Risk Management
Programs

Risk Management Program expenses.

insurance Underwriting;
Pramiums

Monthly premiums paid fowards short term insurance either transfers made o
thee general ingurance fund of self ingurance fund.

Lahed Alienation Costs

Various Jand related costs

Levies Paid - Water
Resource Management
Charges

The payment of charges raised by the Department of Water Affalrs based on a
specifled cent valua par Kl on Bulk Water purchased and include Catchment
fManagement Areas Levy, Water Research Levy-and Trans Caledon Tunnel
Authority (TCTA) charges.

Licences: Motor Vehicle
Licance and Registrations

Expenses incurred in obhtaining moter vehicle llcence and registration
renewals or new issues.

Licences: Performing Arts

SAMRO licences for playing music in community halls.

Registration Fees:
Professlonal and
Regulatory Bodies

Registration fees paid to register with professional and regulatory bodies
excluding the annual membership or subscription fees. Usually these bodies
levy a “once-off “registration fees for enrolling new members.

Registration Faes:
Seminars, Conferences:
National

Fees paid for the attendance of National congresses/seminars/ symposiums
and workshops, Excludes accommodation and transport which must be
allocated to travelling and subsistence.,

System Access and
Information Fees

Cost incuwrred to get access to data information used for research and
analysis purposes and systems for example, ITC, Home Affairs sysatem,
AKTEX systerm, StatlcsSA or SARS data Information. Also monies payable fo
the deeds trading account to obtain deeds registration certificates. This is for
WAN access to users of this information database and not the software use
license fee. The information provided is not seen as an intangible asset of the
entity and constitutes the payment for a good or service current payments.
This Information could be in the form of a DVD, CD or other hardcopy format
or directly online.
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Cost incurred for services rendered by Fravel Agency. Fees for the
administration and management of travel arrangements of employees. ktis
impeoitant {0 note that any fransaction administration fee payable to a service
provider is excluded from the scope of the agency fee account. |n addition, 2
fee payable to a car rental service provides in respect of traffic fines should
not form part of expanditure, but should be recovered from the amployee
receiving the traffic fine,

Office Decorations

Cost incurred in procuring office decorations such as flowers, small
ornaments, paintings, plants, table clothes, etc of low value and thus not
capitalised.

Printing and Publications

Al printing and publications, not inventory related and including development
of photos, subscriptions to newspapers, magazines and periodic. Law
amendments and updates, accounting and tax handbooks only used for
limited period and then gets updated. This ltem includes reference books.

Professional Bodies,
Membership and
Subscription

Where an employee or official are required to pay fees to an independent
institution in order to fulfil the role as required by their employment contract
or the position they have been appointed in and fees payable to maintain
occupation where maintenance of standards is required for public safety, {e.g.
auditors with IRBA} Othar examples of items to be included are SAICA, PAAB,
CIA, IPFA, SAIGO, Institute of Mechanical Engineers, MASA, etc. Excluded
from this item are course reglstration fees which is allocated under training
axpense.

Remuneration to Ward
Committees

Remuneration to ward commitiee members [framework}

Resettlement Cost

Cost paid for re-Imhursing an employes If transfarred from cne clty to
another. This would include transport of household, own transport,
temporary accommodation, etc.

Road Worthy Test

"Roadworthy”, in relation to a vehicle, means a vehicle which complies with
the relevant provisions of the Road Traffic Act {Act) otherwise in a fit
concltlon to be operated on a public road; A roadworthy certificate, is a
certificate issued In terms of section 64 of this Act requiring the axamination
of motor vahicle and issue of roadworthy certificaie and roadworthy ’
certificate dige. Upon receipt of an application referred to in section 63, an
appropriately graded examiner of vehicles shall fest and examine the motor
vehicle concerned In the manner and in respect of the features as prescribed.

Skills Development Fund
Levy

Employers must pay 1% of their employers pay to the skills development levy.

Search Fees

Cost incurred in extracting documents from CIPRO, AKT-EX, NCA, etc,

Servitudes and Land
Surveys

Cost incurred for conduciing land surveys and obtaining servitudes to allow
land use arrangements.

Signage

The purchasing and erection of all street name signs and name boards

Storage of Files {Archiving)

Cost incurred for archiving of files and documents to kept in terms of the
MFMA

Storage of Assets and
Goods

Cost incurred for storage of furniture and equipment or any other movable
assets or goods.

Smal! Differances
Tolerances

Smail lossas on cashier deposits and petty cash floats.

| Taking over Contractual
Ohbligations

Taking over of study loan incurred by an amployee for full time study before
appointed by the municipality. In return the employee agrees to work for the
department for a specified period of time In the event the term of service is
not completed a pro-rata refund could be ciaimed from the employee
depending on the agreement with the municipality.

Toll Gate Fees Toll gates fees paid to SANRAL for making use of National Roads

Uniform and Protective Uniform and Protective clothing purchased for issue {0 employees.

Clothing

Vehicle Tracking This is used to record all payments associated with vehicle tracking; including

the Inltlal payment of the installation of the {racking device as well as the
assoclated monthly {racking fees.
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Warrantees and guarantees form part of the elements of cost at initial

Guararntees purchase price of an asset which should be capitalised. However, once the
warrantee has expired and departments need to re-new such warrantee the
cost should be expensed against this item.

Wat Fuel Payment for fuel supplied by vender (Topping up) when hiring fleet, plant or

equipment (externally)

Workmen's Compensation
Fund

Workmen's Compensation by to the Commissioner In terms of the
Occupational Injuries and Diseases Act of 1993 {(COIDA)

Travel and Subsistencea:
Domestlc

Trave! and subsistence [ncludes all domestic and fereign travel related
expeanditure paid for employees and non-employees. This item in speciiic
covers expenditure on accommodation cost, food and beverage, incidental
cost, and car rental paid for official travelling purpeses. Departmental policies
apply when these axpenditure are incurred.

_ Accommodation

¥ an employée must take an official journsy the employar shall meet
reasonable actual accommodation costs, if any. Accommodation includes a
room, builting or space where someone may stay or live. This item includes
the accommaodation cost either directly pald by the department or reimbursed
io the employee.

Daily Allowanca

Special daily allowance (smaller tarlff) to compensate for incldental expenses
where actual expenses are claimed meaning that the actual accommodation
and meals cost are paid to a travel agency, or hotel or the claimant be re-
imbursed. Those expenses are allocated to the specific items provided for in
the chart. Fixed daily subsistance allowance (bigger tariff) is payable in
circumsiances where actual expansas are not claimed for example a parson
wotHd stay with family and no accommodation or meals are paid to a third
party. Also under this item provision is made for daily allowances payable to
camping personnel. The separation atlowance should also be allecated to
daily allowance.

Food and Beverage
{Served)

Actual purchases of food and beverages served over the counter (take
always) or in a restaurant.

Incidental Cost

Requisitions of minor, casual or sub-ordinate nature, for example telephone
cost, toll fees, parking fees, making of photocoples when on an official rip.

Transport without
Operator: Car Rental

Car hire costs incurred on behalf of an employee required to travel to various
locations within Scuth Africa in performing his official dutles. Examples of
setvices providers ara AVIS, Impoerial, Budget, etc.

Transport without
Cperator: Own Transport

if an employee must use private transport to carry out his/her duiles, the
employer may: i) provide an allowance to cover reascnable actual costs,
andior compensate the employee according to tariffs prescribed.

Transport with Operator:
Public Transport-Air
TFransport

Scheduled freight and passenger services, departing from national and
international airports within the boundaries of South Africa. Traveliing to Cape
Town for portfolio committee meetings, SCOPA hearings and any other
official business making use of air travel. Include are the airport taxes,
luggage handling fees, VAT and cost of the ticket. Excluded is the travel
agency fees.

Transport with Operator:
Public Transport-Road
Transport

Scheduled freight and passenger services, for example bus services and
unscheduled taxi and shuttla services outside the South African boundaries.]
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OVERSTRAND MUNICIPALITY — BOCRROWING POLICY

1 PURPOSE

To establish a borrowing framework policy for the Municipality and set out the
objectives, policies, statutory requirements and guidelinas for the borrowing of funds.

2 QBJECTIVES OF POLICY

The objectives of this Policy are fo:-

a manage interest rate and credit risk exposure;

o} maintain debt within specified limits and ensure adeguate provision for the
repayment of debt;

C to ensure compliance with all Legislation and Council policy governing

borrowing of funds.

3 SCOPE OF THE POLICY

The primary goal in the borrowing of funds is to ensure that the funds are obtained
at the lowest possible interesi rates at minimum risk, within the parameters of
authorized borrowings.

31 Risk Management

The need to manage interest rate risk, credit risk exposure and o maintain
debt within specified limits is the foremost objective of the borrowing policy. To
attain this objective, diversification is required to ensure that the Chief
Financial Officer prudently manages interest rate and credit risk exposure.

3.2 Cost of Borrowings

The borrowings should be siructured to obtain the lowest possible interest rate,
on the most advantageous terms and conditions, taking cognisance of borrowing
risk constraints, infrastructure needs and the borrowing limits determined by
Legislation.

3.3 Prudence
Borrowings shall be made with care, skill, prudence and diligence.

4 LEGISLATIVE FRAMEWORK AND DELEGATION OF AUTHORITY

The relevant Legislation in terms of which borrowing decisions are governed is the
Local Govarnment Municipal Finance Management Act, No 58 of 2003.

The Municipal Regulations on Debt Disclosure has been promulgated (Government
Gazette no. 29966, 15 June 2007) and has been effective from 01 July 2007 for a
municipality or municipal entity.
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TYPES OF LOANS AND FINANCING

5.1

5.2

2.3

Annuity lcans

Annuity loans are straight forward and uncomplicated. The loan amount, interest
rate and repayment pericd offered by the Financial instifution are fixed. Normally
with an annuity loan, the instalment of the loan will be repaid in equal six
monthly instalments over the term of the loan. The capital portion of the
instalment will increase over the duration of the loan, and conversely, the
interest amount charged will decrease over the loan period. Where the interest
rate offered by the Financial Institution is on a variable basis, an interest rate
swap (IRS} option should be included in the agreement. An IRS agreement will
need to be signed with the party agreeing to accept the variable rate and
in tum, offer the fixed rate to the Municipality. An Interest Rate Swap
Agreement must comply with the terms set out by the International Swap Dealers
Associgtion (ISDA). The fixing of debt repaymenis is an important
consideration in meeting the financial requirements of the Municipality, that
of annually preducing a balanced budget. There are from time to time various
options offered by Financial Institutions which need to be treated on their
maerits and which could invariably result in slightly lower interest rates being
offered.

Bullet payment redemption

In this instance, the total capita! is usually repaid at the end of the term and
interest on the total amount borrowed is paid annually or semi annually. The
interest rate can be fixed and the interest payable is known for the duration of
the loan. Cash has io be set aside to repay the capital at the end of the term.

The lender could require security in the form of an investment { sinking fund).
Bonds

A Bond is an instrument wsed by Government and Parastatals such as
Telkom, Eskom, Transnet, Corporates and Municipalites to raise loan
capital on the open market. Bond holders have the right to interest, usually
paid on a semi-annual basis, and the repayment of the capital amount
reflected on the stock cestificate held on maturity date. The coupon,
maturity, principal value and market value are intrinsic features of a Bond. The
most critical variable factor in determining Bond rates is the expected long term
trend in inflation, in order to provide a return that equals inflation plus a risk
premium. The higher the risk attached to a borrower, the higher will be the risk
premium investors will demand. During its tenurs the Bond will trade on the
Bond market at prevailing interest levels. The price of a Bond trading at any
given time on the market is a function of prevailing interest rates. Bond prices

move inversely to movements in interest rates.
2
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5.4 Use of Internal Funds

The Municipality from time to time, will use certain of its surplus funds to fund its
Capital programme. The utilisation of surplus funds enables the Municipality to
reduce its reliance on external debt financing, thereby allowing it to borrow only
funds from external sources when favourable market conditions prevail. The
use of internal funds impacts negatively on surplus cash for return of interest
and should be within limits to reduce the impact on the Current Ratio, ideally
to be at a minimum ratio of 1,5 : 1, and the Cost Coverage, ideally not less than
[1]2 months.

OTHER CONSIDERATIONS

The Municipality has by the judicious use of surplus funds and external long term debt
implemented its Integrated Development Plan, which has facilitated the much
needed service delivery program.

Factors te be considered when borrowing:

(a) the type and extent of benefits to be obtained from the borrowing;

(b} the iength of time the benefits will be received;

{c) the heneficiaries of the acquisition or development;

(d} the impact of interest and redemption payments on both current and
forecasted property tax and services revenue;

(e) the current and future capacity of the properly tax base and rendering of
services to pay for borrowings and the rate of growth of the property tax base
and services; o

() likely movements in interest rates for variable rate borrowings;

(g) other current and projected sources of funds;

(h) competing demands for funds;

(i) timing of money market interest rate movements and the long term rates
on the interest rate curve,

The Municipality will, in general, seek to limit i{s dependence on berrowings in order io
minimise future revenue committed to debt servicing and redemption charges. The
Municipality may only borrow funds, in terms of the Municipal Finance Management
Act, for the purpose of acquiring assets, improving facilities or infrastructure to provide
service delivery.

Overstrand Municipality may incur long term debi only for the purpose of Capital
expenditure on infrastructure, property, plant or equipment to be used for the
purpose of achieving the obiects of L.ocat Government as set out in section 182 of the
Constitution.

The use of external loans should be limited to financing infrastructure where a return
can be realised from tariffs to service the debt, or major infrastructure exceeding

3
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R10 milion for a singie project, with long term benefits to the community as a
whoie, where indirect revenue streams are evident,

The gearing for external loans (iotal outstanding debt fo operating revenue, including
recurrent operational grants) was fixed at a ceiling of 60% as at 30 June 2012. To
reduce the reliance on external long term borrowing this percentage must reduce by
at least 1% each year till a level of [50]145 % orless is altained by 30 June 2022,

REFINANCING DEBT

Section 46 of the Municipal Finance Management Act provides that the Overstrand

Municipality may refinance existing long term debt, if such refinancing is in

accordance with the framework as prescribed by the Municipal Finance Management

Act, as follows:

s The Municipality may borrow money for the purpose of refinancing existing long
term debt, provided the existing long term debt was lawfully incurred and the
refinancing will not extend the term of the debt beyond the useful life of the
infrastructure, property, plant or equipment for which the money was originally
horrowed.

Cognisance must be taken of any early repayment penalty clauses in the initial loan
agreement, as part of the financial feasibility assessment. No loans will be
prematurely redeemed uniess there is a financial benefit to the Municipality.

DEBT REPAYMENT PERIOD

Whilst the period for which loan debt may be received will vary from time to time
according to the needs of the various Lenders, presently the typical debt repayment
period for loans is fifleen years, though not closely matching the underlying asset
lives serviced by the loans.

Cognisance is taken of the useful lives of the underlying assets to be financed by
the debt, and, moreover, careful consideration is taken of the interest rates on the
interest yield curve. Should it be established that it is cost effective to borrow the
funds on a2 shorter duration (as opposed fto the life of the asset) as indicated by
the interest yield curve, the loan will be negotiated o optimise the most favourable
and cost effective benefit to the Municipality.

SECURITY

In terms of the Municipal Finance Management Act the Municipality may provide
security for any of its debt obligations, inciuding the giving of a lien, pledging,
mortgaging or ceding an asset, or giving any other form of collateral. it may cede as
security any caiegory of revenue or rights of future revenue. Some lLenders may
require the Municipality to agree to restrictions on debt that the Municipality may incur

in future until the secured debt is settled.
4
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SHORT TERM DEBT

The Municipal Finance Management Act provides that the Municipality may incur
short term debt only when necessary to bridge shorifalls within a financial year
during which the debt is incurred, in expectation of specific and realistic anticipated
income to be received within that financial year; or capital needs within a financial
year, to be repaid from specific funds to be received from enforceable allocations or
long term debf commitments.

The municipal council may approve an individual transaction or a credit facility for
a fine of credit or overdraft facility.

The Municipality must pay off short term debt within the same financial year and
may not renew or refinance its short term debt if it will have the effect of extending
the short term debt into a new financial year.

DISCLOSURE

The Municipality must, when interacting with a prospective Lender or when preparing
documentation for consideration by a prospective Investor, disclose ali relevant
information that may be requested or that may be material to the decision of the
prospective Lender or Investor. Reasonable care must be taken to ensure the
accuracy of any information disclosed. Whilst this is a standard and acceptabie
business practice, it is also in compliance with section 49 of the Municipal Finance
Management Act. '

GUARANTEES

The Municipal Finance Management Act provides that the Municipality may not
guarantee any debt of any entity unless the entity is a Municipal entity under its sole
ownership control. The debt must be reflected in the approved business plan of the
entity. The guarantee must be authorised by the Municipality. This must be done in
the same manner and subject fo the same condifions applicable to any other
borrowings. Neither the National nor Provincial Government may guarantee the debt
of any Municipality.

APPROVAL OF LOANS BY THE MUNICIPALITY

Section 46 of the Municipal Finance Management Act stipulates that the Municipality
may incur long-term debt only if a resolution of the Council, signed by the mayor,
has approved the debt agreement and the Accounting Officer has signed the
agreement or other document which acknowiedges the debt. At least 21 days prior
to the meeting of the Council at which approval for the debt is to be considered, the
Municipality must make public an information statement setting out particulars of the
proposed debt, including the amount of the proposed debt, the purposes for which

5
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the debt is to be incurred and particulars of any security to be provided. The
Public, the National Treasury and Provincial Treasury must be invited to
submit written comments or representations fo the council in respect of the proposed
debt.

A copy of the information statement submitted to Council at least 21 days
prior to the meeting to approve the loan agreement must contain particulars of -

(a) the essential repayment terms, including the anticipated debt repayment
schedule; and

(b) the anticipated total cost in connection with such debt over the repayment period.

PROVISION FOR REDEMPTION OF LOANS

Overstrand Municipality may borrow from Institutions and set up sinking funds to
facilitate loan repayments, when the repayment is to be met by a bullet payment
on the maturity date of the loan. These sinking funds may also be invested direcily
with the Lender's Bank. The maturity date and accumuiated value of such investment
must ceincide with the maturity date and amount of the intended loan that is to be
repaid. .

NON-REPAYMENT OR NON-SERVICING OF LOAN

Overstrand Municipality must honour alil ilé lkoan obligations timeously. Failure to effect
prompt payment will adversely affect the raising of future loans at favourable costs
of borrowing. o :

Failure to pay any loan instalment, even by one day, and even if only through
administrative oversight, will have severe repercussions, and may jeopardise the
Municipality's credit rating.

In addition to the timeous payment of the loans, the Municipality must
achere to the covenants stipulated in the loan agreements.

PROHIBITED BORROWING PRACTICES

Overstrand Municipality shall not borrow for investment purposes, with the sole
purpose of investing to earn a retum. The cost of debt is almost always more
expensive than the return that the Municipality can derive by investing in parmitied
investments.
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FOREIGN BORROWINGS

Foreign Borrowing is permitted in terms of section 47 of the Municipal Finance
Management Act, whereby the debt must be denominated in Rand and is not
indexed to, or affected by, fluctuations in the value of the Rand against any foreign

cuITency.

NATIONAL TREASURY AND OTHER REPORTING AND MONITORING
REQUIREMENTS

The Municipality submits returns to National Treasury quarterly and annually, as well
as submissions to Council. It is mainly coordinated by the Financial Services

Department.

IMPLEMENTATION AND REVIEW PROCESS

This policy shall be implemented on 1 July 2018 and shall be reviewed on an annual
basis to ensure that it is in line with the municipality’s strategic objectives and with

legislation.

SENIOR MANAGER: FINANGIAL SERVIGES

27 June 2012
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2.4

2.2

2.3

INTRORBUCTION AND OBJECTIVE

The Council sets as objective a long term financially sustainable
municipality with acceptable levels of service delivery to the community.

This policy aims fo set standards and guidelines towards ensuring financial
viability over both the short- and long term and includes funding as well as
reserves requirements.

SECTION A: FUNDING POLICY
LEGISLATIVE REQUIREMENTS

In terms of Sections 18 and 19 of the Municipal Finance Management Act
{Act No 56 of 2003) (MFMA), an annual budget may only be funded from:

2.1.1 Realistically anticipated revenues to be collected, including grants;

2.1.2 Cash backed accumulated funds from previous years' surpluses not
commiitted for other purposes, and

2.1.3 Borrowed funds, but only for capital projects.

Furthermore, spending on a capital project may only be commenced once the
funding sources have been considered, are available and have not been
committed for other purposes.

The requirements of the MFMA are clear in that the budget must be cash -
funded, i.e. cash receipts inclusive of prior period cash surpluses committed to
this specific budget, must equal or be more than cash paid.

In determining whether the budget is actually cash funded and in addition
ensuring long term financial sustainability, the municipality will use analytical
processes, including those specified by National Treasury from time to time.

STANDARD OF CARE

Each functionary in the budgeting and accounting process must do so with
judgment and care with the primary objective of ensuring that the objectives of
this poticy are achieved.

STATEMENT OF INTENT

The municipality will not pass a budget which is not ¢ash — funded or where
any of the indicators as listed in this document are negative, unless acceptable
reasons can be provided for non-compliance and provided that the
requirements of the MFMA must at all times be adhered to.
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2.4 CASH MANAGEMENT

Cash must be managed in terms of the municipality’s Investment and Cash
Management Palicy.

2.5 LIABILITY MANAGEMENT

Debt must be managed in terms of the municipaiity's Borrowing Policy,
together with any requirements in this poiicy.

2.6 FUNDING THE OPERATING BUDGET
2.6.1 INTRODUCTION

The municipality's objective is that the user of municipal resources must pay for
such usage in the period in which it will ocour.

- The municipality recognises the plight of the poor, and in fine with national and
provincial objectives, commits itself to subsidising services to the poor. This
may necessitate cross- subsidisation in some tariffs to be calculated in the
budget process.

2.6.2 GENERAL PRINCIPLE WHEN COMPILING THE GOPERATING
BUDGEY

The following specific principles apply when compiling the budget:
a) The budget must be cash - funded, Le. revenue and expenditure

projections must be realistic and the provision for impairment of
receivables must be calculated on proven recovery rates;

b} Growth parameters must be realistic and be hased on historic patterns
adjusted for current reliable information;

c) Tariff adjustments must be fair, taking into consideration general
inftation indicators as well as the geographic region’s ability to pay;

d) Revenue from Government Grants and Subsides must be in

accordance with the amounts promulgated in the Division of Revenue
Act, proven provincial transfers and any fransfers from other
municipalities.

e) Projected revenue from services charges must be reflecied as net
{i.e. all billing less revenue foregone, including free basic services).

f) Projected revenue from property rates must include all rates to be
levied.

9) For the purpose of the Cash fiow Budget ali rehates and discounts must
be deducted from the projecled revenue.

h) Only changes in fair values related to cash may be inciuded in the

cash flow budget. Changes to unamortized discount must be included
in the Operating Budget. Employee related costs include contributions
to non-current and current employee benefits. It is acknowledged that
the non-current benefits’ raquirements are well above the initial cash
capabilities of the municipality. it is therefore defermined that the short
term expenditure portion of employee benefits be funded from the
current year operating cash surplus.
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i} Depreciation must be fully budgeted for in the operating budget.

i) Contributions to provisions (noen-current and current) do not form part
of the cash flow for provisions with a non-current portion, except for the
current portion of post retirement benefits relating to continued
members for medical aid and long service awards. H is necessary 1o
provide for an increase in cash resources in order to comply with
the conditions of the provision at the time when it is needed.

FUNDING THE CAPITAL BUDGET
2.71 INTRODUCTION

The municipality’s objective is to maintain, through proper maintenance and
replacement measures, existing levels of service and {o improve and
implement services which are neglected or non-existent.

in order to achieve this objective the municipality must annually, within financial
means, budget for the replacement of redundant assets as well as new assets.

2.7.2 FUNDING SOURCES FOR CAPITAL EXPENDITURE

The capital budget can be funded by way of own cash, grants, public
contributions as well as external loans.

Cash

The capital budget or portions thereof may also be funded from surplus cash
generated in previous financial years. The cash must already be available and
not be committed for other purposes or expected to be generated in the current
or future years. The allocations of the funding sources from own contributions
wilt be determined during the budget process.

Grants {Including Public Contributions and Bulk Infrastructure
Contributions)

Only cash portions of these grants will be made available for funding of capital
projects as might be applicable. Grants for capital expenditure have become a
common practice, especially in order to exiend service delivery to previously
disadvantaged areas. While such grants are welcomed, care should also be
taken that grant funding does not place an unreasonable burden on the
residents for future maintenance costs which may be higher than their ability to
pay.

The accounting officer will annually evaluate the long term effect of unusual
capital grants on future tariffs, and if deemed necessary, report on such to
Coungcil.

Depreciation charges on assets financed from grants and donations must not
have a negative effect on tariffs charged to the users of such assets. The
Accounting Officer will put such accounting measures in place as to comply
with this requirement as far as possible.

MFMA Circular 48, read with MFMA Circular 58 and 75, states that
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municipalities may ftreat the ‘reclaimed VAT ito the expenditure from
conditional grant funds as ‘own revenue’. The municipality opts to utilise the full
grant funding for the grant related projects.

External | gans
The municipality may only raise loans in accordance with its Borrowing Policy.

The Accounting Officer must also put such accounting measures in place to
ensure that no unspent portions of loans raised, be included in the cash surplus
for the year.

FUNDING COMPLIANCE MEASUREMENT
2.8.1 INTRCDUCTION

The municipality must ensure that the annual budget or any subsequent
adjustments budget complies with the requirements of the MFMA and this
policy. For this purpose a set of indicators must be used as part of the budget
process and be submitted with the budget. These indicators include ali the
indicators as recommended by National Treasury as well as any additional
indicators detailed in this policy.

if any of the indicators are negative during the compilation or approval process
of the budget, the budget may not be approved until all the indicators provide a
positive return, unless those negative indicators can be reasonable explained
and any future budget projections address the fum-around of these indicators
to within acceptable levels.

2.8.2 CASH AND CASH EQUIVALENTS AND INVESTMENTS

kLho

A positive Cash and Cash Equivalents posilion"should be maintained

throughout the year.
2.8.3 CASHPLUS INVESTMENTS LESS APPLICATION OF FUNDS

The overall cash position of the municipality must be sufficient to cover the
following:

a} unspent conditional grants;

b) unspent conditional public contributions;

c) unspent borrowings;

d) VAT due to SARS;

€) ceded investments,

f) the cash portion of statutory funds such as the Housing Development
Fund;

o)) other working capital requirements; and

h) the cash position must be sufficient to back reserves as approved by
the municipality and those portions of provisions as indicated elsewhere
in this policy.
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INDICATORS

2.8.4 MONTHLY AVERAGE PAYMENT COVERED BY CASH AND CASH
EQUIVALENTS (“CASH/COST COVERAGE")

This indicator shows the level of risk should the municipality experience
financial stress.

[Cost coverage, as a minimum, not less than 1 month.] The norm indicated
by National Treasury indicates 1 - 3 months Working Capital.

2.8.5 SURPLUS/DEFICIT EXCLUDING DEPRECIATION AND OTHER
NON CASH ITEMS

it is probable that the operating budget including depreciation chargss on
assets funded by grants and public contributions, as well as on revalued
assets, will result in a deficit.

As determined elsewhere in this policy it is not the intention that residents be
burdened with tariff increases to provide for such depreciation charges. In
order to ensure a “balanced” budget, the cash position must be determined.

Should a budget result in a deficit cash position, the budget will be deemed
unfunded and must be revised.

2.8.6 PROPERTY RATES/SERVICE CHARGE REVENUE PERCENTAGE
INCREASE LESS MACRO INFLATION TARGET

The intention of this indicator is to enéure that tariff increases are in line with
macro economic targets, but also to ensure that revenue increases for the
expected growth in the geographic area are realistically calculated.

2.8.7 CASHCOLLECTION RATEAS A PERCENTAG.E

The object of the indicator is to establish whether the projecied cash to be
collected is realistic and complies with section 18 of the MFMA.

The collection rate for calculating the provision for impairment of
receivables must be based on past and present experience. Past experience
refers to the collection rates of the prior years and present experience refers to
the collection rate of the current financial year as from 1 July.

It is not permissible to project a coilection rate higher that the current
rate. Any improvement in collection rates during the budget year may be
appropriated in an Adjustments Budget.

2.8.8 DEBT IMPAIRMENT EXPENSE AS A PERCENTAGE OF Bil.LABLE
REVENUE

This indicator provides information as to whether the contribution to the
provision for impairment of receivables is adequate. In theory it shouid be
equal to the difference between 100% and the cash collection rate, but other
factors such as past performance can have an influence on it. Any aberration
must be motivated in the budget report.
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289 BORROWING AS A PERCENTAGE OF CAPITAL EXPENDITURE
{EXCLUDING GRANTS AND CONTRIBUTIONS)

This indicator provides information a5 to compliance with the MFMA in
determining borrowing needs. The Accounting Officer must ensure
compiiance with the Municipality's Borrowing Palicy.

2.8.10 GRANT REVENUE AS A PERCENTAGE OF GRANTS AVAILABLE

The petcentage attained should never be less that 100% and the recognition of
expected unspent grants at the current year-end as revenue in the next
financial year must be substantiated in a report.

2.8.11 CONSUMER DEBTORS CHANGE (CURRENT AND NON-CURRENT)

The object of the indicator is to determine whether budgeted reductions in
outstanding debtors are realistic.

Any unacceptably high increase in either current or non-current debtors’
balances should be investigated and reported.

2.8.12 REPAIRS AND MAINTENANCE EXPENDITURE LEVEL

Property Plant and Equipment should be maintained properly at all times in
order to ensure sustainable service delivery. The budget shouid allocate
sufficient resocurces to maintain assets and care should be exercised not to
allow a declining maintenance program in order t© fund cther less important
expenditure requirements.

Similarly, if the maintenance requirements become excessive, it could indicate
that a capital renewal strategy should be implemented or reviewed.

2.8.13 ASSET RENEWALIREHAB!LITATEON EXPENDITURE LEVEL
This indicator supports further the indicator for repairs and maintenance.
The Accounting Officer must, as part of the capital budget, indicate whether

each project is a new asset or a replacement/renewal asset in order to
determine whether the renewal program is sufficient or needs revision.

SECTION B: RESERVES AND PROVISIONS POLICY

INTRODUCTION

Fund accounting historically formed the major component of municipal finance
in the IMFO standards.

After the change to General Recognised Accounting Practices (GRAP), fund
accounting is no longer allowed,

The municipality, however, recognizes the importance of providing to the
municipality itself, as well as its creditors, financiers, staff, and general
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public a measure of protection for future losses, as well as providing the
necessary cash resources for future capital replacements and other current
and non-current liabilities.

This policy therefore aims to provide for a measure of proteciion by creating
certain reserves and provisions,

LEGAL REQUIREMENTS

There are specific legal requirements for the creation of reserves, such
as the Housing Development Fund. The GRAP Standards themselves do not
provide for reserves, although certain provisions are required in terms of
GRAP.

TYPES OF RESERVES / PROVISIONS

Reserves/Provisions can be classified into two main categories being “cash
funded” and “non—cash funded”.

331 CASHFUNDED RESERVES

In order to provide for sufficient cash resources for fulure expenditure, the
municipality hereby approves the establishment of the following reserves:

a) S tatutory reserves

it may be necessary to create reserves prescribed by law, such as the
Housing Development Fund. The Accounting Officer must create such
reserves according to the directives in the relevant laws.

b) Self-Insurance reserves
The Municipality has a Self-Insurance Reserve to set aside amounts to
offset potential losses or claims that cannot be insured externally. This

Reserve is ring-fenced within the accumuiated surplus. Contributions to
the Fund are considered annually during the Budget process.

3.3.2 NON-CASH FUNDED RESERVES / PROVISIONS

On occasion it is necessary o create non — cash funded reserves. The
Accounting Officer must create any reserves prescribed by the accounting
standards, such as the Revaluation Reserve, if required and provisions such as
post-retirement benefits and rehabilitation of land fill sites.

ACCOQUNTING FOR RESERVES / PRCVISIONS

3.41 REVALUATION RESERVE

The accounting for the Revaluation Reserve must be done in accordance with
the requirements of GRAF 17,

< fic
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3.42 OTHER RESERVES

The accounting for all other reserves must be processed through the
Staiement of Financial Performance. The required transfer to or from the
reserves must be processed in the Statement of Net Assets to or from the
accumulated surplus.

In terms of GRAP1 transactions may be directly appropriated against these
reserves.

3.43 PROVISIGNS

Provisions are established from contributions appropriated in the annual
budget. Currently, the long term portions of provisions are non-cash funded
and are covered by non-current assets.

SECTIONC: REVIEW OF THE POLICY

This policy shall be implemented on 1 July 2018 and shall be reviewed on an
annual basis to ensure that it is in line with the municipality's sirategic
objectives and with legislation.

& ] SENICR MANAGER: FINANCIAL
30 May 2018
31 May 2017
25 MAY 2018
28 MAY 2015
7 28 MAY 2014
T 29 MAY 2013
| 30 MAY 2012
04 MAY 2011
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INTRODUCTION

In essence a financial plan encompasses the development, implementation and
evaluation of a plan for the provision of basic municipal services and capital assets.
Such a plan aims to help Municipal Councillors and other decision makers make
informed choices about the provision of basic services and capital assets and to
promote stakeholder participation in the process.

The financial plan should set out the Municipality's estimated expenditure over the
medium- term, based on its goals and objectives, as well as the resources necessary o

achieve this. In addition, the financial plan must set out where funding for the planned
expenditure will come from.

The compilation of a financial plan is a core component of an Integrated Development
Plan (IDP). The envisaged timeframe allocations for a long term financial plan are:-

1.3.1  Immediate (12 months).
1.3.2 Medium term (3 years).

1.3.3 Long term (4 years onwards).

PURPOSE

The Policy on Long Term Financial Planning is aimed at ensuring that the Municipality

has sufficient and cost-effective funding in order to achieve its long term objectives

through the implementation of the medium term operating and capital budgets.. The

purpose of the Policy on Long Term Financial Planning is therefore to:-

2.1.1 Ensure that all long term financial planning is based on a structured and
consisient methodology in order fo ensure the long temm financial
sustainability of Overstrand Municipality.

2.1.2 Identify capital investment requirements and associated funding sources to
ensure the future sustainability of the Municipality,

2.1.3 ldentify revenue enhancement and cost saving sirategies in order to improve
service delivery at affordable rates; and

2.1.4 Identify new revenue sources as funding for future years.

GUIDING PRINCIPLES
The policy on Long Term Financial Planning is based on the following principles:-

3.1.1 Future financial sustainability;
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3.1.2  Apnnual growth in population and consumer base;

3.1.3 Optimal collection of revenus, taking into consideration the socio economic
environment;

3.1.4 Optimal utilisation of grant funding and public donations; and

3.1.5 Continuous improvement and expansion in service delivery framework.

4, DEVELOPMENT OF A FINANCIAL PLAN
41 The phases for development of the Financial Plan are set out below.
Phase — Compile a Status Guo assessment of the
One municipality’s current financial status and key
challenges
Phase — Conduct financial modelling to determine financial
Two viability
Phase — Analyse outcomes and ratios
Three
Phase — Prepare a long term financial plan
Four o
4.2 Phase One; Status Quo Assessment

4.2.1 Perform a Status Quo assessment under the following criteria:-
{a) The Municipality's current financial status;

(b) Current revenue sources, intermail and external;

{c) Main cost drivers impacting on the sustainability of the municipality
{d} Status of municipal infrastructure;

(e) Ability to finance capital expenditure; and

{H  Municipal service delivery backlogs.

4.2.2 The financial viability and creditworthiness of the Municipality is measured against
a number of nationally recognised key ratios. These key ratios should include for

2
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example the following:-

a)
b)
c)
d)
e)

f)

g)
h)
i)
i
k)

Gross debtors to annual revenue;
Gross Debtors Coliection Period (Days);
Net debtors to annual revenue;

Net Debtors Collection Period (Days});

Annual Collection Rate;

Service Charges and Property Rates Revenue Budget Implementation
indicator;

Cash Coverage Ratio;

Personnel Costs to Total Operating Expenditure;
Repairs and Maintenance o PPE;

Liquidity Ratio (Current Ratio); and

Net Asset Position,

4.2.3 The objective of the status quo reportis to assess the current financial position
and to identify the key challenges faced by the Municipality. The status-quo
report will aim to identify issues which impact on the overall financial stability of
the Municipality and will include a historical analysis and assessment of financial
results {based on financial statements).

[4.2.4 The first phase has heen completed.]

Phase Two: Flanned Finance and Financial Modeliing

4.3.1 Upon
understanding

completion of the status quo assessment, resulting in

determine the Municipality's financing need over the medium-term.

4.3.2 This entails determining what expenditure the Municipality plans to undertake over
the medium-term and what its financing requirements are likely to be and how

these can be funded either internally or externally.

4,3.3 As the Municipality evolves and expands its service delivery framework, so do
those of the National Government. Long term community development and
economic development projects will therefore also be included under this phase.

i4.3.4 The second phase has been completed.}

Phase Three: Analyse Qutcomes and Ratios

4.4.1 Evaluate the short-term financial viability (6 months toc 12 months):-

of the Municipality’s financial position, the next phase is to
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{a) Develop a financial forecast model to identify immediate opporiunities and
risks;

{b) Perform scenario planning to identify the optimum balance between revenue
collection and municipal spending; taking into account the foliowing:-

(c) Potential revenue enhancement strategies which may have an immediate
impact on the revenue base of the Municipality;

(d) Evaluate cost saving mechanisms to minimise the cost of effective service
aelivery;

(e} Current infrastructure investments and maintenance programs which may
influence revenue streams or the cost of service delivery;

4.4.2 Evaluate the medium and long term financial viability (1 year to 10 years}.-
(a) Develop a financial forecast model to identify future opportunities and risks;

{b) Perform scenario planning to identify the optimum balance between revenue
collection and municipai spending, taking into account the foilowing:-

i The impact each scenaric has on the financial viability ratios of the
Municipality;

i. Potential revenue enhancement strategies which may have a long
term impact on the revenue base of the Municipality;

ii. Cost saving mechanisms to minimise the cost of effeclive service
delivery; taking into account potential infrastructure developments and
renewals;

jv. The impact of current infrastructure investments and maintenance
programs on fuiure revenue streams or cost of service delivery;

v. The impact of envisaged future infrastructure investments on the
revenue stream and cost of service delivery; and

vi. The impact of national and municipal priorities over the medium and
long term.

4.5 Phase Four: Develop a Long Term Financial Plan

4.5.1 Once the Municipality has finalised the prioritisation of initiatives and projects; a
comprehensive long term financial plan [will have to be] is developed to
indicate the envisaged impact it will have on the financial status of the
Municipality. An overall financial forecast will then have to be done in order to
illustrate the projected result of the implementations throughout the five year
period.
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4.5.2 Although a long term financial plan provides a forecast of potential outcomes, it
has {0 be emphasised that the success of the financial plan remains in continuous
revision. As is the case with any forecast model, the financial plan should be
seen as a moving target and should be subject to honest and realistic
assessments of successes and failures on a regular basis.

4.5.3 The fourth phase involves finalising a medium-term income and expenditure plan
based on the various alternative service delivery options.

454 A key component in determining future options, potential problems and
opportunities is the forecast of revenues and expenditures. The revenue and
expenditure plan essentially involves combining the forecasting of revenues and
the forecasting of expenditures into a single financial forecast.

455 Finalisation of the Financial Plan includes coilating all short, medium and
long term financial data and develop a long term financial plan that:-

(a) Identifies future revenue projections based on current and projected revenue
streams, as well as those projects required to achieve these projections;

(b} Identifies future expenditure frameworks and cost of service delivery based
on current and projected expenditure patterns;

{c} ldentifies the level of infrastructure development required to achieve the
municipal priorities, within the funding restrictions; and

(d) Identifies external funding requirements required for capital investment.

5. ANNUAL REVIEW

5.1 The financial plan must be reviewed on an annual basis as part of the annual review of
the IDP and updated with at least the following information:-

5.1.1 any direct change in financial status or internal factors, other than previously
predicted, which may influence the financial status and viability of the Municipality,

5.1.2 any changes in the economic and socio economic environment, other than
previously predicted, which may influence the financial status of the Municipality,

5.1.3 any changes in the revenue base or composition which may have an impact on the
financial viabifity of the Municipality,

5.1.4 any changes in the national or municipal priorities as previously identified; and

5.1.5 any factors which may have an impact on the ability to implement
previously identified projects.
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IMPLEMENTATION AND REVIEW OF THIS POLICY

This policy shall be implemented on 1 July 2018 and shall be reviewed on an annug!
basis to ensure that it is in line with the municipality’s strategic objectives and with
legislation.

SENIOR MANAGER: FINANCIAL SERVICES
30 May 2018
31 May 217
{ 25 MAY 2016

28 MAY 2015
28 MAY 2014
| 29 MaY 2013
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1 ABBREVIATIONS/ACRONYMS

1.1 Excepl if otherwise stated in this policy, the following abbreviations or acronyms will represent
the following words:

1. CFO - Chief Financial Officer

1.1:2. MBRR - Municipality Budget and Reporting Regulations

1:94. MFMA - Local Government: Municipal Finance Management Act, No. of
2003

11.4. MIG - Municipal Infrastructure Grant

1.1.5. MM or AO

Municipal Manager or Accounting Officer appointed in terms of
section 54A of the MSA

1.1.6. MSA - Local Government: Municipal Systems Act, No. Act 32 of 2000

i s o MSCMR - Municipal Supply Chain Management Regulations

1.1.8. oM - Overstrand Local Municipality

1.1.0. POLICY - Policy on unauthorised, irregular or fruitless and wasteful
expenditure

1:4:10: RPOBA - Remuneration of Public Office Bearers Act, No. Act 20 of 1998

T4 SAPS - South African Police Services

1492 SCM - Supply Chain Management

1443 SM - Directors appointed in terms of section 56 of the MSA

11714, Structures Act

Local Government: Municipal Structures Act, Annually Gazetted

2 DEFINITIONS

Except if otherwise indicated:

“Gouncillor” means member of the municipal council of OM.

“Financial Misconduct” any misappropriation, mismanagement, waste or theft of the finances of

means the OM, and also includes any form of financial misconduct specifically set
out in sections 171 and 172 of the MFMA.

“Fruitless and wasteful expenditure that was made in vain and would have been avoided had

expenditure” means reasonable care been exercised.

“Irregular expenditure”, a) expenditure incurred by the OM in contravention of, or that is not in

in relation to a accordance with, a requirement of the MFMA, and which has not been

municipality or municipal condoned in terms of section 170;

enliLy, means: b) expenditure incurred by the OM in contravention of, or that is not in

accordance with, a requirement of the MSA, and which has not been
condoned in terms of this Act;

¢) expenditure incurred by the OM in contravention of, or that is not in
accordance with, a requirement of the Public Office-Bearers Act;;

d) expenditure incurred by the OM in contravention of, or that is notl in
accordance with, a requirement of the SCM policy of OM or any of the
municipality’s by-laws giving effect to such policy, and which has nol
been condoned in terms of such policy or by-law; or

e) excludes expenditure by the OM which falls within the definition of
“unauthorised expenditure”.

"Qfficial”, in relation to a) an employee of OM;
OM, means: h) a person seconded to OM to work as a member of the staff of the OM;
or
c) a person contracted by OM to work as a member of the staff of the
OM.
“Overspending” means: a) in relation to the budget of the OM, means causing the operational or

capital expenditure incurred by the municipality during a financial year
lo exceed the total amount appropriated in that year's budget for its

OV ERSTRAND
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operational or capital expenditure, as the case may be;

b) In relation to a vote, means causing expenditure under the vote to
exceed the amount appropriated for that vote; or

¢) In relation to expenditure under section 26 of the MFMA, means
causing expenditure under that seclion to exceed the limits allowed in
subsection (5) of that section.

“Political Office Bearer” a) the Speaker. Executive Mayor, Deputy Executive Mayor, a member of
in relation to a the mayoral committee of the OM elected, designated or appointed in
municipality, means- terms of a specific provision of the Structures Act; or

b) a councillor referred to in section 57( 1) of the MFMA;

“Prohibited expenditure” | unauthorised, irregular, or fruitless and wasteful expenditure;
in relation to this policy

means

“Senior Manager” has the meaning assigned to it in section 1 of the MFMA and in relation to
SM.

“Unauthorised any expenditure incurred by the OM otherwise than in accordance with

expenditure”, means: section 15 or 11(3) od the MFMA, 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 budgel;

¢) expenditure from a vote unrelated to the department or functional area
covered by the vole;

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 in section 1 of the MFMA otherwise than in
accordance with any conditions of the allocation; or

f) a grant by OM otherwise than in accordance with the MFMA.

“Vote” means: a) One of the main segments into which a budget of a municipality is
divided for the appropriation of money for the different directorates or
functional areas of the municipality; and

b) which specifies the total amount that is appropriated for the purposes
of the directorate or functional area concerned.

3 INTRODUCTION

3.1 In terms of section 62 of the MFMA, the accounting officer is responsible for managing the
financial affairs of the OM and he/she must, for this purpose, inter alia:

3.1.1 Take all reasonable steps to ensure that unauthorised, irregular or fruitless and
wasteful expenditure and other losses are prevented; and

3.1.2 Ensure that disciplinary or, when appropriate, criminal proceedings are instituted
against any official or councillor of OM who has allegedly committed an act of financial
misconduct or an offence in terms of Chapter 15 of the MFMA.

3.2 This is to ensure the effective, efficient and transparent systems of financial, risk management
and internal control.

4 OBJECTIVE

4.1 This document sets out OM's policy and procedures with regards to unauthorised, irregular or
fruitless and wasteful expenditure.

4.2  This policy aims to ensure that, amongst other things:
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4,21 Unauthorised, irregular or fruitless and wasteful expenditure is detected, processed,
recorded, and reported in a timely manner;

4.2.2 Officials and councillors have a clear and comprehensive understanding of the
procedures they must follow when addressing unauthorised, irregular or fruitless and
wasteful expenditure;

4.2.3 OM's resources are managed in compliance with the MFMA, its regulations and other
relevant legislation; and

424 Al officials and councillors are aware of their responsibilities in respect of
unauthorised, irregular or fruitless and wasteful expenditure.

5 ENABLING LEGISLATION

5.1

The following enabling legislation sets the precedent for the development of OM's
Unauthaorised, Irregular or Fruitless and Wasteful Expenditure Policy:

5.1.1  The Constitution of the Republic of South Africa, 1996;

5.1.2 The Local Government: Municipal Finance Management Act, No 56 of 2003;

5.1.3 The Remuneration of Public Office Bearers Act, No 20 of 1998;

5.1.4 The Local Government: Municipal Systems Act, No 32 of 2000;

5.1.5 Municipal Budget and Reporting Regulations;

5.1.6 Municipal Supply Chain Management Regulations;

5.1.7 Municipal Regulations on Financial Misconduct Procedures and Criminal Proceedings;
5.1.8 The Local Government: Municipal Structures Act No. 117 of 1998;

5.1.9 Any other legislation or regulation that may impact this policy.

6 APPLICATION OF THIS POLICY

6.1
6.2

6.3

This policy applies to all officials and councillors of OM.
This policy should be read in conjunction with the following:
6.2.1  Delegations of Authority of the OM;

6.2.2 Codes of Conduct for Municipal Staff Members and Councillors, as provided for in
Schedules 1 and 2 of the MSA.

Officials and Councillors must ensure that all instances of unauthorised, irregular or fruitless
and wasteful expenditure is prevented, detected and reported in a timely manner.

7 UNAUTHORISED EXPENDITURE

71

f.2

73

Overstrand Municipality may incur expenditure only in terms of an approved budget and within
the limits of the amounts appropriated for the different votes in an approved budget.

Expenditure incurred within the ambit of OM's virement policy is not regarded as unauthorised
expenditure.

Any 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, economic entity or
organ of state and expenditure in the form of a grant that is not permitted in terms of the MFMA
is regarded as unauthorised expenditure and furthermore includes the following:

7.3.1  Overspending of the total amount appropriated in the municipality's approved budget;

7.3.2 Overspending of the total amount appropriated for a vote in the approved budget;
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7.3.3 Expenditure from a vote unrelated to the department or functional area covered by the
vote,

7.3.4 Expenditure of money that have been appropriated for a specific purpose, otherwise
than for that specific purpose;

7.3.5 Spending of an allocation referred to in paragraph (b}, () or {d) of the definition of
‘allocation”, in the MFMA, otherwise than in accordance with the conditions of the
altocation; or

7.36 A grant by the Municipaiity otherwise in accordance with the MFMA, the indigent
policy, bursary scheme, or the grants-in-aid policy;

7.3.7 Unforeseen and unavoidable expenditure not authorised within an adjustments budget
within 60 days after the expenditure was incurred; and

7.3.8 Any overspending on non-cash ijtems, for example depreciation, impairments,
provisions, only in instances where the overspending results in averspending of a vote
on the main budget Table A2 (Budgeted Financial Performance; revenue and
expenditure by municipat votel;

7.4  Expenditure that is NOT classified as unauthorised expendiiure

741  Given the definition of unauthorised expenditure, the following are examples of
expenditure that are NOT unauthorised expenditure:

7.4.11 Any avercollection on the revenue side of the budget as this is not an
expenditure; and

7.4.1.2 Any expenditure incurred in respect of:

7.41.21 re-aliocation of funds and the use of such funds in accordance with
a council approved virement policy; '

7.4.1.2.2 overspending of an amount allocated by standard classification on
the main budget Table AZ (Budgeted Financial Performance:
revenue and expenditure by standard classification), as long as it
does not result in overspending of & 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

74123 overspending of a municipal vote on the main budget Table AS
{Budgeted Capital Expenditure by vote, standard classification and
funding) so long as it does not result in overspending of an amount
allccated by standard classification on the main budget Table A5.

742 Money withdrawn from a bank account under the fellowing circumstances, without
appropriation, in terms of an approved budget, is not regarded as unauthorised
expendilure;

7.4.21 To defray expenditure authotrised in terms of section 26 (4) of the MFMA,
[Section 28: Consequences of failure to approve a hudget before the start of
the budget year];

7422 To defray unforeseen / unavoidable expenditure circumstances strictly in
accordance with Section 29 (1} of the MFMA [Section 28: Unforeseen and
unavoidable expenditure] failing which the unforeseen [ unavoidable
expenditure is unauthorised,

7.4.2.3 Re-alocation of funds and the use of such funds in accordance with a council
approved virement policy;

7.4.2.4 Expenditure incurred from a special fund far relief, charitable or trust purposes
provided of course that it is done strictly in accordance with Section 12 of the
MFMA [Section 12: Relief, charitable, trust or other funds);
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7425 To pay over to a person or organ of state money received by the OM on behalf
of that person or organ of state, including—

7.4.26 money collected by the OM on behalf of that person or organ of stale by
agreement; or

7.4.2.7 any insurance or other payments received by the OM for that person or organ
of state;

7.4.2.8 Torefund money incorrectly paid into a bank account;
7.4.2.9 Torefund guarantees, sureties and security deposits;

7.4.2.10 For cash management and investment purposes in accordance with section 13
[Section 13: Cash Management and Investments]; and

7.4.211 To defray increased expenditure in terms of section 31[Section 31: Shifting of
funds between multi-year appropriations].

8 IRREGULAR EXPENDITURE
8.1 lrregular expenditure, in relation to a municipality means-

8.1.1 Expenditure incurred by a municipality in contravention of, or that is not in accordance
with a requirement of the MFMA and that has not been condoned in terms of section
170;

8.1.2 Expenditure incurred by a municipality in contravention of, or that is not in accordance
with a requirement of the MSA and that has not been condoned in terms of that Act;

8.1.3 Expenditure incurred by a municipality in contravention of, or that is not in accordance
with a requirement of the RPOBA,; or

8.1.4 Expenditure incurred by a municipality in contravention of, or that is not in accordance
with a requirement of the supply chain management policy of the municipality or any of
the municipality's by-laws giving effect to such policy, and which has nol been
condoned in terms of such policy or by-law.

but excludes expenditure by a municipality which falls within the definition of “unauthorised
expenditure”

8.2 Examples of irregular expenditure include, but are not limited to:

8.2.1 Procuring goods and/or services without obtaining an official order prior to the receipt
of the goods and/or services;

8.2.2 Procuring goods and/or services without following the official procurement processes;

8.2.3 Procuring goods and/or services without advertising for the requisite number of
numbers;

8.2.4 Procuring goods and/or services without obtaining a valid tax clearance certificate;

8.2.5 Procuring goods and/or services in an emergency without the timely application of a
deviation in terms of clause 36 of the SCM palicy.

8.3 In terms of section 32(2)(b) of the MFMA, 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.

8.4  With reference to Irregular Expenditure as defined in paragraph 2 above:
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8.4.1 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 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 in paragraph 15.

8.4.2 There is no provision in the MSA that allows for a contravention of the Act to be
condoned. Nevertheless, should the OM wish to request that an act of non-compliance
with any provision of the MSA be condoned, then the AO must address the request to
the Minister of Co-operative Governance, who is responsible for administering the
MSA. The resultant expenditure must however be dealt with in terms of section 32(2)
of the MFMA.

8.4.3 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.

8.4.4 The OM may condone a contravention of the council approved SCM policy, provided
that the contravention is not also a contravention of the MFMA or the SCM regulations,
in which case paragraph 8.4.1 applies and then only National Treasury can condone a
contravention of the SCM regulations.

FRUITLESS AND WASTEFUL EXPENDITURE

9.1

9.2

9.3

9.4

9.5

The concept of fruitless and wasteful expenditure is founded on public administration and
accountability principles, to promote “efficient, economic and effective use of resources and the
attainment of value for money”. The idea is also founded on the fact that the council, the mayor
and the accounting officer have a fiduciary responsibility to ensure that municipal resources are
used in the best interests of the municipality and the local community.

In this context ‘expenditure’ refers broadly to processes that must be followed, transactions
with service providers or suppliers and the use of other resources belonging to the municipality.
The phrase ‘made in vain' indicates that the municipality derived no value for money from the
expenditure or the use of other resources. Fruitless and wasteful expenditure must fulfil both
the conditions in the definition, namely, that it was made in vain and it would have been
avoided had reasonable care been exercised.

In determining whether expenditure is fruitless and wasteful, officials and councillors must
apply the requirement of reasonable care as an objective measurement to determine whether
or not a particular expenditure was fruitless and wasteful, that is-

9.3.1  Would the average man (in this case the average experienced official or councillor)
have incurred the particular expenditure under exactly the same conditions or
circumstances? and

9.3.2 Is the expenditure being incurred at the right price, right quality, right time and right
quantity?

An expense is only fruitless and wasteful in terms of this policy if:

941 If was made in vain (meaning that the municipality did not receive value for money)
and:;

9.4.2 And would have been avoided had reasonable care been exercised (meaning that the
official or councillor concerned deliberately or negligently caused the expenditure to be
incurred by the municipality, furthermore, another official or councillor under the same
circumstances would have been able to avoid incurring the expenditure.

Fruitless and wasteful expenditure includes, but is not limited to; interest on late payment, fines
and penalties.
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1

12

REPORTING ON UNAUTHORISED, IRREGULAR OR FRUITLESS AND WASTEFUL
EXPENDITURE

10.1

10.2
10.3

10.4

10.5

Reporting of unauthorised, irregular or fruitless and wasteful expenditure must be done at the
appropriate level, as follows:

10.1.1 a Councillor of the OM, must be reported to the Speaker of the Council

10.1.2 the MM and Speaker, must be reported to the Executive Mayor;

10.1.3 all other municipal officials, must be reported to the MM;

All reports made by officials and councillors must be treated with the utmost confidentially.

The MM must promptly inform the Executive Mayor, the Provincial Minister for Local
Government and the Auditor-General, in writing:

10.3.1 of any unauthorised, irregular or fruitless and wasteful expenditure incurred by the
municipality;

10.3.2 whether any person is responsible or under investigation for such unauthorised,
irregular or fruitless and wasteful expenditure; and

10.3.3 the steps that have been taken to:
10.3.3.1 recover or rectify such expenditure; and
10.3.3.2 prevent a recurrence of such expenditure.

All expenditure classified as unauthorised, irregular or fruitless and wasteful expenditure must
be reported to:

10.4.1 The MM as AO on a quarterly basis;
10.4.2 The Council on a quarterly basis; and

In accounting for unauthorised, irregular or fruitless and wasteful expenditure, the MM or
delegated officials (as may be relevant) must ensure that all such expenditure is disclosed in
the annual financial statements as required by the MFMA.

MAINTAINING OF REGISTERS FOR UNAUTHORISED, IRREGULAR OR FRUITLESS AND
WASTEFUL EXPENDITURE

11.1

The OM must maintain registers of all incidents of unauthorised, irregular or fruitless and
wasteful expenditure of which:

11.1.1 The unauthorised and irregular expenditure register will be maintained by the CFO,
and

11.1.2 The fruitless and wasteful expenditure register will be maintained by the Department:
Council Support Services.

INVESTIGATION OF UNAUTHORISED, IRREGULAR OR FRUITLESS AND WASTEFUL
EXPENDITURE

12.1

12.2

On receiving a report in terms of regulation 3(1) of the Municipal regulations on financial
misconduct procedures and criminal proceedings, if the municipal council, or accounting officer
of the municipality is satisfied that there is reasonable cause to believe that an act of financial
misconduct has been committed, it must within seven days refer to the matter to the
disciplinary board to conduct a preliminary investigation into the allegation as envisaged in
section 171(4)(a) of the MFMA.

A disciplinary board must conduct a preliminary investigation to determine whether or not the
allegation is founded and make a recommendation to the council as to whether sufficient
grounds exists to warrant a full investigation into the allegation.
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13

12.3 If during the preliminary investigation, the disciplinary board determines that the allegation is
frivolous, vexatious, speculative or obviously unfounded, the investigation must be terminated.
12.4 If the disciplinary board determines that the allegation is founded, a full investigation must be
conducted by-
12.4.1 the disciplinary board
12.4.2 the Provincial Treasury or the National Treasury, but only if the conditions in regulation
19 apply.
12.5 After completion of a full investigation, the investigator must-

12.5.1 compile a report on the investigation

12.5.2 submit its report to the mayor and the accounting officer together with its findings and
recommendations, if applicable, regarding disciplinary steps that should be taken
against alleged transgressor; and

12.5.3 immediately inform the speaker of the council of the submission of the report referred
to in sub-clause (b), and also submit a copy of the report to the Provincial Treasury and
the National Treasury.

DISCIPLINARY AND CRIMINAL CHARGES FOR UNAUTHORISED, IRREGULAR OR FRUITLESS
AND WASTEFUL EXPENDITURE

131

13.2

13.3

After having followed a proper investigation, as per paragraph 12 above:

13.1.1 In relation to an official, the MM or delegated official must table the report referred to in
12.5.2 above;

13.1.2 In relation to a councillor, the Speaker or Mayor must table the report referred to in
12.5.2 above.

If a prima facie case has been established then the Executive Mayor, Speaker, MM or
delegated official (as may be relevant) must institute disciplinary action as follows:

13.2.1 For financial misconduct in terms of section 171 of the MFMA: in the case of an official
that deliberately or negligently:

13.2.1.1 contravened a provision of the MFMA which resulted in prohibited
expenditure; or

13.2.1.2 made, permitied or instructed another official to make an unauthorised,
irregular or fruitless and wasteful expenditure.

13.2.2 For a breach of the Code of Conduct for Municipal Staff Members in the case of an
official whose actions in making, permilting or authorising a prohibited expenditure
constitute a breach of the Code; and

13.2.3 For a breach of the Code of Conduct for Councillors in the case of a Councillor, whose
actions in making, permitting or authorising a prohibited expenditure constitute a
breach of the Code. This would also include inslances where a councillor knowingly
voted in favour of or agreed with a resolution passed by Council, that contravened
legislation resulting in prohibited expenditure when implemented, or where the
Councillor improperly interfered in the management or administration of the
municipality.

The Executive Mayor, Speaker, MM or delegated official (as may be relevant) must promptly
report, to the SAPS all cases of alleged:

13.3.1 Prohibited expenditure that constitutes a criminal offense; and

13.3.2 Theft and fraud that occurred in the OM.
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14

15

16

RECOVERY OF UNAUTHORISED, IRREGULAR OR FRUITLESS AND WASTEFUL
EXPENDITURE

14.1

14.2

14.3

14.4

The MM or delegated official must recover unauthorised, irregular or fruitless and wasteful
expenditure from the person liable for that expenditure unless the expenditure:

14.1.1 in the case of unauthorised expenditure, is
14.1.1.1  authorised in an adjustment budget; OR

14.1.1.2 certified by the Council, after investigation by the Municipal Public Accounts
Committee, as irrecoverable and is written off by Council; and

14.1.2 in the case of irregular or fruitless and wasteful expenditure, after investigation by
Municipal Public Accounts Committee, is certified by Council as irrecoverable and
written off by Council.

Irregular expenditures resulting from breaches of the RPOBA must be recovered from the
Councillor to whom it was paid.

Once it has been established who is liable for the unauthorised, irregular or fruitless and
wasteful expenditure through a disciplinary process, the MM must in writing request that the
liable Councillor or official pay the amount within 30 days or as per an agreed written
arrangement.

If the official or councillor fails to make satisfactory payment arrangements or fails to honour
payment arrangements made, the amount owed for prohibited expenditure must be recovered
through the normal debt collection process of the municipality.

PROTECTION OF OFFICIALS OR COUNCILLORS WHO HAVE REPORTED UNAUTHORIZED,
IRREGULAR OR FRUITLESS AND WASTEFUL EXPENDITURE

15.1

15.2

15.3

If any official or councillor who has complied with this policy and as a result thereof has been
subjected to intimidation, victimisation or threats, such official or councillor should immediately
report such threats, victimisation or intimidation immediately to the MM, Speaker or Executive
Mayor as the case may be.

The MM, Executive Mayor or Speaker must immediately take appropriate action to ensure the
protection of the official or councillor after receiving the above report.

Where the nature of the threats warrants such action, the threats should be reported to the
SAPS by the official with the assistance of the MM, Executive Mayor or Speaker, as the case
may be.

SHORT TITLE AND COMMENCEMENT

This policy is called the Overstrand Municipality’s Unauthorised, Irregular or Fruitless and Wasteful
Expenditure Policy.

This policy will come into effect on 1 July 2018 and will be reviewed at least annually by way of a
Council resolution.

POLICY '
SECTION: HEAD: SUPPLY CHAIN MANAGEMENT
APPROVED

BY COUNCIL | 2018105130

[N FRSTRAND
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