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1.

DEFINITIONS
In this Policy, uniess the context otherwise indicates, a word or expression to which a

meaning has been assigned in the Act, has the same meaning as in that Act.

“Accounting Officer” means the Municipal Manager of Ugu Municipality;

“Allocation” means -

it amunicipality's share of the local govemnment's equitable share
refarrad to in Section 214(1} (a) of the Constitution;

ity an alfocation of money to a municipality in terms of Section 214(1) (¢) of the
Constfution;

iii) an allocation of money o a munlr.:ipéﬁty in terms of a provinelal budget; or

v} any other allocation of money to a municipality hy an organ of state, including by
ancther municipality, otherwise than in compliance with a commersial or other

business transaction.

“4 nnual Division of Revenue Act™ means the Act of Pariament, which musf be
gnacted annually in terms of Section 214{1} of the Constitution;

“Approved budget” means an annual budget -
a) approved by a munlcipal Counci, or
b) includes such an annual budget as revised by an adjustments budget in terms of
section 28 of tha MFRA.

“Budget-related policy” means a policy of a municipality affecting or affected by

the annual budgat of the Municipality, including -

a) the tariffs policy, which the Municipallty must adopt in terms of Section 74 of the
Municipal Systems Act;

b} the rates policy which the Municipality must adopt in tarms of Section 3 of the
Municipal Property Rates Act]

c) the credit control and debt colsction policy, which the Municipality must adopt in
terms of Section 08 of the Municipal Systems Act;

“Budget year” means the financial year of the Municipality for which an annual budget
is to be approved in terms of Section 16{1) of the MFMA;

3
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“Chief Financial Officer” means the Chief Financlal Officer of Ugu Municipality;

“Council” msans the Council of Ugu Municipality,

"Current year” means the financial year, which has already commenced, but not yet

ended;

“Delegation” in relation to a duty, includes an instruction or request fo perform or 1o

assist in performing the duty;

"Flnanclal Statements"” maans statements consisting of at least -
a) a statement of financial position;

by & statement of financial performancs,

¢) a cash-flow statement;

d) any other statements that may be prescribed; and

e} any notes fo thess statements;

“Financial year” means a twelve months period commencing on 1 July and-ending on

30 June each year;

“Fruitless and wasteful expendlture” means expenditure that was made in vain and

would have been avolded had reasonable care been exercised,

“Irregular expenditura™, means —

a) expenditure incurred by a munlgipality or municipal entity in contravention of, or that
is not in accordance with, 2 raquiremeant of the MFMA Act, and which has not bean
condoned Interms of Saction 170 of the MFMA,

b)Y  expanditure incurred by a municipakity or municipal entity in cantravention of, or that
iz nat in accordance with, 3 requirement of the Municipal Systems Act, and which
has not been condoned in terms of that Act;

c) expenditure Incurred by a municipality in contraventlon of, or that is not in
accordance with, a requirement of the Public Office-Bearars Act, 1988 (Act 20 of
1998); or
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d)  expenditure incurred by a municipality or mmunicipal entity in confravention of, or that
is not in ascordance with, a requiremant of the supply chain manageament policy of
the municipality or entity or any of the municipalty's by-laws giving effect to such
policy, and which has not been condoned in terms of such palicy or by-law, but
excludes expendifure by a municipality which falls within the definittion of

"unawthorised expenditura®;

“Investment” in relation to funds of a municipality, means -
a) the placing on deposit of funds of a municipality with a financial institution; or
B the acquisition of assets with funds of a municipality not immediately required, with

the primary aim of preserving those funds;

“lang-term debt” means debt repayable over a period exceeding ona year,

*Mayor” means the Mayor of Ugu Municipality,

“Municipallty” refers to Ugu District Municipality

“National Treasury” means the Mational Treasury established by Secflon 5 of the

Public Finance Managemesnt Act;

“Qfficial” means -

a) =nemployee of a municipality or municipal entity;

b} a person seconded to a municipality or municipal enfily to work as a member of the
staff of the municipality or municipal entity; or

¢} a person contracted by a municipality or municipal entity to work as a member of

the staff of the municipality or municipal entity otherwise than as an employee;

“Dverspending” masns -

a} causing the operational of capital expenditure incurred by the Municipality during a
financial yvear to exceed the total amount appropriated in that year's budget for its
operational or capital expenditure, as the case may be;

b) in refaflon to 3 vote, means causing expenditire under the vote to exceed the

arncunt appropriated for that vole) or
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c} in relation to expenditure under Section 26 of the MFMA, means causing
expenditure under that section to exceed the limits allowed in subsection (5) of this

section;

“Quarter” means any of the following periods in a financial year:
al 1 July to 30 Seplember,;

B 1 October to 31 December,

¢} 1 January lo 31 March; or

d) 1 Aprit to 30 June.

“Service Delivery and Budget Implementation Plan” means a detailed plan
approved by the Mayor of a municipality in terms of Saection 53 {§} (c) (i) of the MFMA
for implementing the Municipakity's delivery of municipat services and its annual budget,
and which must indicate:
a)  projeclions for each month of:
iy revenue to be collected, by source and vote; and
i) operational and capital expenditure, by vote;
b) service delivery targets and performance indicators for each quarter; and
¢} any other mattars that may be prescribed, and includes any ravisions of such plan
by the Mayor in terms of Section 54{1W¢) of the MFMA;

“Unauthorised expenditure” means any expenditure incurred by a municipality

otherwise than in accordance with section 158 or 11(3) of the MFMA, and includes —

a) overspending of the total amount appropriated in the Municipalty's approved
budget;

)  overspending of the total amount appropriated for a vote in the approved budpet;

e} expenditure from a vote unrelated to the department or functiona! area covered by
the vote;

d} expendlture of money appropriated for a specific purpnss, otherwisa than for that
specific purpose;

&) spending of an allocation referred to in paragraph (b), {c} or (d} of the definltlon of
"allocation” otherwise than in accordance with any conditions of the allocation; or

i}  a grant by the Municipality otherwise than in accordancea with the MFMA,
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“Virement” means fransfer of funds between functions [ voles

Wota” means

a} one of the main segments inte which a budget of 2 municipality is divided for the
appropriation of money for the different departments or functlonal areas of the
municipality; and

by which specifies tha total amount that is appropriated for the purposes of the
department or functional area concarned.
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PRINCIPLES
21 Section 215 {1} of the Constitution of the Republic of South Afrlca states that Natlonal,

2.7

2.3

2.4

2.5

provinctat and municipal budgats and budgetary processes must promote transparency,
accountability and the effective financial management of the economy, debt and the
public sector. It also states in $215 {3}, that Budgets in each sphera of government

must contain;

a. Estimates of revenue and expenditure, differentiating betwaen capital and current
gxpenditure;

b. Proposals for financing any anticipated deficit for the period fo which they apply,
and

¢, An indication of intantions regarding borrowing and other forms of public liability

that will increase public debt dwing the ensuing year.

Section 26{(h) of the Municipal Systems Act (Act 32 of 2000) reguires a mumnicipality’'s
Integrated Development Plan to refiect a financial plan, which must include a budget
projection for at least the next three years (Medium Tern Expenditure Frarmewaork);

Sectlon 21 of the Muricipal Finance Managemant Act (Act 58 of 2003) prescribes the
function of the Mayor who must coordinate the processes for preparing the annual
budget and for the reviewing of the municipality’s integrated Development Plan and
budget related policles and fo ansure that any revisions are mutuslly consistent and

gredible;

Section 16 of the Municipal Finance Management Act, reguires the municipal council o
approve an annual budget for the municipality before the start of the financial yaar,

The Ministar with the concurrence of the Minister for Provincial and Local Government,
has in tarms of 5168 of the Municipal Finance Management Act issued the Municipal
Budget and Reporting Regulations which aim o secure sound and sustainabie
management of the budgeting and the reporting practices of the municipalities by
astablishing umiform norms and standards and other reguiremants for ensuring
transparency, accountability and appropriate fines of responsibility in the budgeting and
reporing processes; Now therefore, the Council of Ugu District Municipality adopis the
Budget Policy as sef out in this dociment.

8
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2.

4.2

4.3

OBJECTIVES CF THE POLICY
To sef a broad framawork within which Budget related decisions of the Municipality will

be taken and implemented 1o ensure efficient and transparent financial planning that
will promote sound and sustainable financial management, sessential for the
achievement of the Municipality's developmentat priorities as cortained in its Integrated

Development Blan.

SCOPE AND INTENDED AUDIENCE

This Policy will setve as a guideline for the effactive management of the Municipal

budgetary procasses, in order to attain the strategic objectives of the Municipality within
the ambits of the applicable legislation, and shall apply to afl departments within the
Municipality.

Council has considered the guidelines distributed by National Treasury {o [local
government which detail the processes and formats to be followad when preparing tha
budget policy.

The Municipality shail comply with the provisions of this Policy in the compilation of each
of its budgets,

REGULATGRY FRAMEWORK
In the process of preparing the Municipa! budget, The Mayar, politicat office bearers

{Councillars), Accounting Officer, Chief Financiat Officer and other officials shail comply

with all relavant legal requirements, including:-

a} The provisions of Chapter 4 of the Municipal Finance Management Act, 2003, {'the
MEMA™, as well as Sections 42, 43, 53, 54, 55, 88, 88, 70, 71,72, 75, 80, 81, and
83 thaereof, and

bl  The Municipal Budget and Repatting Regulations published in terms of Section 166
of the MFMA.

¢) Al relevant budget refaled Circulars and noflces issued by the National Treasury.

ROLES AND RESPONSIBILITIES
Role of Council

a)  Must provide political lzadership and direction
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8.2

6.3

b)

o)

d}

Play an oversight role by approving budget related policies, and enswring that the
prioriies are reflacted in the budgst. {Councll may not delegate approval of
budgets and policies)

Approve the Integrated Development Plan, the Annual Budgets and the Service
Delivery Budget Implamentation Plan.

Monitor the outcomeas of the implementation of the policies and budgsts.

Rpie of the Mayor

&}

b}

Provide general political guidance over the budaet process and the priorities that
must qulde the preparation of the budget, {S53, MFMA,)

Prapara and table a schedule of key deadlines for the preparation, tabling and
approval of the budget, annual review of the 1DP and the consulative process.
(521, MFMA}

Take all reasonabla steps to ensure that the Municipality approves its annual
budget before the start of the financial year and report to the Municipal Gouncil and
the MEC for finance in the province atty delays in the tabling of the annual budgel.
(S53 MFMA)

Must establish a Budget Steering Committas to provide technical assistance to the

Mavor in discharging the responsibilities et out in S53, MFMA

Role of the Accounting Officer

a)

)

Assist the Mayor in performing budgeatary functions assigned to him/harin terms of
Chaptar 4 & 7 of the MFMA and to provide administrative support, resources and
information necessary for the performance of those functions. (S68, MEMA)

Is responsible for the implementation of the approved budget and must take all
reasohable steps to ensure that the spending of funds is in accordance with the
budget and is reduced as nacessary when the revenue is anticipated to be less
than the projected in the budget.

Ensure that revenue and expendifure are propetly moritored.

Must prepare an sdjustments budget and submit it to the Mavyar for consideration
and tabling in the Municipal Ceuncil when necessary.

Report to the Municipal Council any shortfalls in budget revenue, overspending and
necessary steps taken to prevent shertfalls and overspending.

Submit 1o the Mayor actual revenus, borrowings, expenditure and where necessary

repott variances on projected revenue and the budget.

10
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8.4  Rocle of the Chief Financlal Officer (CFO}

a)

b)

d}

Without derogating in any way from the legal responsibilifias of the Accounting
Officer as Accounting Officer, the Chief Financial Officer shall be responsible for
preparing the draft annual capital and operating budgets {including the budgst
components required for the ensuing financial years), any required adjustments
budgals, the projections of revenuss and expenses for the service delivery and
budget implementation plan (including the alignment of such projections with the
cash management programme prepared in terms of the banking, sash management
and investments policy), and shall be accountable to the Accounting Officer In

regard to the performance of these functions.

Must advise the Accounting Officer on the exerclse of powers and duties assigned
to him in terms of the MFMA,

Must assist the Accounting Officer in the praparation and implemeantation of the
Municipality's budget.

The Chief FInancial Officer shall draft the budgst timetable for tha ansuing financial
year for the Council's approval, and shall indicate in such timetabls the target dates
for the draft revision of the annual budget and the preparation of the annual budget
for the ensuing financial year, which target dates shall follow the prescriptions of the
Muricipal Finance Managemert Act, and target dates for the submission of all the
budget-related documentation 1o the Management Committee, Finance Portfolio,

Executive Committee and CGouncil.

Except whera the Chief Financlal Officer, with the consent of the Mayor and
Ascounting Officer, decides otherwise, the sequence in which each annual budget
and adjustments budget shall be prepared, shall ba: first, the capital component,
and second, the aperating component. The operating component shall duly reflect
the impact of the capital component on?

i} depreciation charges;

i} repairs and maintenance eXpenses;

iil) interest payable on external borrowings; and

iv) other eperating expenses.

in preparing tha operating budgst, the Chief Financial Officer shall determine the

number and Yype of votes to be used and the Bne-items to be shown under each

N
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R}

k)

vote, provided that in so doing the Chief Financial Officer shall property and
adequately reflect the organisational structure of the Municipality, and further in so
doing shall comply —in so far as the organisational structure permits — also with the

prescribed budget format of Mational Treasury

hust patform all budgeting and other duties as delegated by the Accounting Officer
in terms of S79, MFMA.

The Chief Financial QOfficer shall determine the depreciation expenses to be charged
to each vote, the apportionment of interest payable to the appropriata voles, the
exfimates of withdrawals from (claims) and contributions to {premiums) the seif-
insurarce reserve, and the contributions to the provisions for debt impairment,

accrued leave entitlernents and obsclescence of stocks

The Chisf Financial Officer shall further, with the approval of the Mayor and the
Accounting Officer, detemming the recommended contribution to the assst financing

reserve and any special contributions to the self-insurance raserva.

The Chief Financial Officer shall aiso, again with the approval of the Mayor and the
Accounting Officer, and having regard to the Municipality's current financial
performance, detetminas the recommended aggregata growth factors) according
to which the budgets for the varlous votes shall be drafted.

The Chief Financial Officer shall compile monthly budget reports, with
recommendations, comparing actual results with budgeted projections, and the
heads of departments shail timeously and adeguately furnish the Chief Financial
Officer with all explanations required for deviations from the budget. The Chief
Financial Officer shali submit these monthly reports to the Mayor, Finance Portfolio
and Executlve Committee, and all other prascribed parties, in accordance with the

prescriptions of the Municipal Finance Management Act.

The Chief Financist Officer shall provide technicat and administrative support to the
Mayor in the preparation and approval of the annual and adjustment budgets, as
well as in the consultative processes, which must precede the approval of suGH

budget.

m) The Chief Financial Officer shall ensure that the annual and adjustments budgets

comply with the requirements of the National Treasury, reflact the budget priorities

12
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8.5

n}

o)

p)

q}

determinad by the Mayor, are aligned with the IDP, and comply with all budget-
related policies, and shall make recommendations to the Mayor on the revislon of

ihe IDP and the budget-related policies where these are indicated.

The Chief Financial Officer shall make recommendations on the financing of the
draft capltal budget for the ensuing and future financial years, indicating the impact
of viable alternative financing sceharios on future expenses, and specifically
sommenting on the relative financial merits of internal and external fimancing

options.

The Chief Financial Officer shall determina the basls for allocating overhead
expenses not directly chargeable fo voles. The expenses associated with the
democratic process shall be allocated to a separate vote, and shalt not be chargad

out as an overhead.

The Citief Finahcial Officer shall ensure that the cost of indigent relief is separately

reflacted in the appropriate votes.

The Chief Financial Officer shall ensure thal the allocations from other organs of
state are properly reflected in the annual and adjustments hudget, and that the
estimated expenses against such allocations (other than the equitable shara) are

appropriately recordad.

Role of Senior Managers & Other Officials

a}

|
Each Senior Manager and each Municipal official exercising financial management

rasponsibilities must take al reasonable steps within his/her area of responsibifity
io ensure that the financial resources of the Municipality are utlllsed effactively,
efficiently, aconomically and transparently.

Must prevent inauthorised, imegular and fruttess or wasteful expenditure and other
lneses within hisfher Department.

Must ensure that alf revenua due to the Municipality is collected.

Must ensura that all Information required by the Accounting Officer for compliance

with the provisions of the Acts is fimeously submittad.

13
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8.5
8.6.1

582

8.63

Role of the Budgeting Steering Committee

The Muricipal Burget and Reporting regulations {Governmant Gazetta 32141) chapier

2 requires the Mayor to establish a Budget steering comprising of the following

mambers:-

a)
b)
o}
d}
8)
f

s))
h}

The Mayor — Chairparson
The Speaker

. The Whips of Poliical Parties

The Accounting Officer (Muricipal Manager)

The Chief Financial Officer

The IDP Manager

The Manager Budget Office and,

Members of Seﬁior Management (Top Management)

The role of the Comimities shall ba:-

a)

b}

To assist the Mayor In canying out histher statutory roles and responsibifities in
accordance with 552 and S53 of the MFMA.

To provide technical assistance fo the Municipal pofitical office bearers during
policy formulation and to assist prhorty determination.

To interrogate and make recommendations on the adoption of the Annual Budget,
the Service Delivery and Budget Impiementation Plan {SDEIP), 571 maonthly
budget statements and S72 Midyear budget and performance report and the
Adjustments Budgst.

To evaluate the prograss report of the Accounting Officer with regard to tha financial
year end closure and compilation of the Municipal audit file.

To evaluate progress report on the sfatutory audit by the office of the Audiior
Seneral.

To exercise oversight in the compitation of the Annual Report.

To evaluate action pans from the Accounting Officer on corrective measures to be
taken on issuss raised by the Auditor General.

To evaluate and recommend payment of Annual Performance Bonuses to the
Accourting Officer and Seniar Management after the annual report has beean

adopted by Councit on 31 January each year.

Council may adopt its existing Finance Portfollo Cormmittee as its Budget and Stearing

Commiiee,

T4
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6.¥

6.8

.81

7.2

Role of the Budget and Treasury Office
a) To assist the Accounting Officer in tabulating key time frames for the Budget

Process.

b} To provide guidance to the Accounting Officer and Senior Managers during the
hudget preparation process in accordance with Mational Treasury MERA Refarms.

¢) To consolidate departmental Capital and Operating budgets.

d) Ta conscildate departmental S71 manthly budget statements, guarietly returns and
the Midyear monitoring report and submit 1o the Finance Portfolio Committee,

&} To report any unauthorised, irregular, fruitless and wasteful expenditure or any
deviations from tha approved budget to the Finance Portfolic Committes.

f} To assist the Accounting Officer in imptementing recommendations of the Financa
FPortfolioc Committee.

g To manage the administrative operations of the Budget and Treasury Office to
ensure full compliance with the MEMA and any issued guidelines or Circulars from

Mational Treasury.

Delegation of roles and responsibilities

All delegations by the Mayor to the Accourting Officer, Mayor to the members of the
Finance portfolic Committee, the Accounting Officer to the Chlef Financial Offleer and
other Senior Managers, of thair roles, duties and responsibilities as per the IAFRAA:-

a} Wust be in writing,

b} Are subject to the limitations as may be imposed by the Act,

c) Does not absolve the Mayor, the Accounting Officer or the Senior Officlals of the
responsibilities conceming the exercise of the delegated power or the performance
of the fiduciary duties, and

d) Should not be Indefinite and must ba reviewed annuaily.

ANNUAL SCHEDULE OF KEY DEADLINES
The deadline dates for all budget preparation processes shall be as per the approved

Process Plan as tabled by the Mayor to Council in August.

Such Process Plan shall indicate the target dates for the draft revision of the Integrated
Develapmant Plan and the preparation of the annual budget for the ensuing financial

year, which target dates shall follow the prescriptions of the MFMA, for the submission

15
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7.3

7.4

of afl the hudget-related documentation to the Mayor, Finance Committea, Executive

Committee and Council.

Such time schedule shall provide for the deadiines set out in Appendix A, unless the
Mayor, after consultation with the Chief Financial Officer, determines otherwise and

provided that the requirements of the MFMA shall at all fimas be adhered to.

Tha Chief Finarcial Officer shall be responsible for ensuring that the time schedule is

adhaered io.

BUDGET PRINCIPLES
The sequence in which the Annual Budget shall be prepared shall be, firat, the caphtai

component and second, the operating component, except where the Chief Firancial
Officer with the consent of the Mayor decides otherwise, The Municipality's annual
budget should:-

a) Move towards the achievement of goals and oblactives of the Municipality within
the constraints of tha available resources.

b} Consider the Priorities as identified in the Stata of the MWation Address, State of the
Province Address and the State of the District Address.

¢) Reflect the priorities contained in the Municipality's Integrated Development Plan.

d) Be credible and fully funded from raafistically anticipated revenues.

g) Consider any resolutions taken by Council or the Executive Committes in the
previous Budget Year which have financial implications on the current Medium
Term Revenue Expendiure Framework,

fy  The basis of measurement and accounting policies underpinning the Municipality's
annual finansial statements must be the eame as these used in the preparation of
the Municipality's annual budget and supporting documentation,

g) Expenses may only be incurred in terms of the appraved annual budget (or
adiustments budget) and within the limits of the amounts appropiiated for each vote

in the approved budgst.

FUNDING OF EXPENDITURE
An Annual budgst must be funded only from.

a} Raealistically anticipated revenues to be colected.
by Cash-backed accumulated surpluses from previous years not committed for other

pUrposes;

16
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10
10.1
10.2

103

10.4

0.8

10.6

1
1.1

1.2

e} Borowed funds, but only for revenua-generating capital projects; and
d} Grants and subsidies as per DORA.

THE CAPITAL BUDGET

The Budget shall be prepared in the prescribed budget format of National Treasury.
The annual capital budget shall be prepared from a zere base, axcept inso far as capital
prolects represent a contractual commitment to the Municipaiity extending over more
than one financial year.

The annual capitat budget shall only ba approved by Council if # is property balanced
(l.e. If the sources of finance have been secured 1o fund the budget and are equal to
the proposed capital expenditure).

Before approving the capital budget, the Council shall consider the impact on the
present and future operating budgets in relation to Finance Charges on extemal loans,
Depresiation on fivad assets, Maintenance costs of fixed assets, and any other ordinary
operalional expenses associated with any ttem in that capital budget.

The Council shall also consider any impact of operating expenses — net of any revenues
0 be generated from the project — i.e. an fultre service tariffs.

Expenditure of a project shall be included in the Capital Budgst if it meets the asset

definition in tenms of Council's approved Asset Management Policy

OPERATING REVENUE

The Operating revenue must includs:

a) Estimates for all municipal revenus sources and;
by Ak gazetted grarts and subsidies, donations and subsidies in kind or emergency

refief funding.

The aliocation of interest on investments shall be budgeted for in terms of the cash,
banking and investment poficy.

In preparing the revenues budgat, the Municipality shall strive to maintain the aggregate
revenues from sarvice charges at not less than 90% of the aggregate revenues net of
operating grants,

The proposed increases in tariffs should be affordable, i.e. in ling with CPIX, and should
take into account the need to address infrastructure backiogs.

Tariff increases must raspond to the population growth rate and the Division of Revenue
Act,
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118 The water and sanitation charges shall be calcutated and levied as per the reviewad
Water and Sanitation Tarlffs Policy for that MTREF.
11.7 Al tanffa shall be published in a local newspaper, and placed on the Municipal website
and at the entrance of Ugu offices at least 30 days hefore the start of the financial year.
11.8  All tariffs must be gazetted in the Government Gazette hefore the 1% July each year.
12 OPERATING EXPENDITURE
12.1 The Municipalty shall budget in each annual and adjustments budget for the
contribution 1o
a) provision for accrued leave entitemeants.
b} entiflement of officials as at 30 June of each financial year,
c) provision for impairment of debtors in accordance with ite Rates and Tariffe
FPolicies:
d) provision for the obsolescence and deterioration of stock in accordance with is
Supply Chain Managemerd Policy;
e) depreciation and finance charges shall be charged to or apporiioned oy hetween
the departments or votes to which the projects relats;
12.2  The operating budget shall duly reflect the impact of the capital component on:
a) Depreclation and impairment charges;
b} Repairs and maintenance expenses;
c) Intarest payable on externatl loans, and
d} Any other operating expenses asscclated with fixed assets.
e} The operating budget must be in the prescribed National Treasury Format.
12,3 SALARIES AND ALLOWANCES
The budget for salarles and alfowances shall be separately preparad and shall not
exceed the parametar {percentage)} of the aggregale operating budget companent of
the annual or adjusiments budget, the parameters as may be contained In the budget
chreutar issued by National Treasury from time to time. i the salary budget, exceed the
parameter (percentane) of the aggregate operating budget as issued by National
Treasury Council will be advised and provided with reasons and remedial action. The
remuneration of Councillors and other political office bearers shall be excluded from this
Hmit.
12,4 PROVISION FOR MAINTENANCE
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12.5
12.5.1

The Municipality shall adequately provide in each annual and adjustments budaget, far
the maintenance of its fixad assets in actordance with its Fixed Asset Management and
Agcounting Poliey as wel as the routineg maintenance plans. A minmum of 8% of the
camying amount of the fixed assets shall be provided for the expenditure on Repairs
and Maintenance in the annual budget of the Municipality in accordance with the

Mational Treasury horms.

FINANCE CHARGES, DEFRECIATION AND IMPAIRMENT
The Finance Charges payable by the Municipality shall be appottioned betwean

departments or votes on the basis of the proportion at the last balance sheet date of the
outstanding loan balances belonging to such dapartment or vote to the aggregate
outstanding foan balances. However, shoutd Council decide to raise loans only for
financing of fixed assets in a specified service or vote, finance charges shall be charged

1o or apportioned only between the departments or votas relating te such service.

12.5.2 The depreciation expenses shalt be apportionad to each department based an the cost

i3

14

1%

of assats allocated i that depariment. The depreciation metiod used shall be in terms

of the Fixed Assets Management and Accounting Policies.

CONSULTATION ON TABLED BRAFT BUDGETS
The Municipality shall, after the annual draft budget is tabled in Council, consider the

views of the local community, the National and Provincial Treasuries, organs of state
and [ocal municipalities, as required by Section 23 of the MFMA, and shall cormpky with
all ather requirements of that section. For the purpose of consultation, the draft budget
will ba made available to the communlty, through the community librarias, the municipal

offices and the municipal webslte soon after tabiing in Coungil.

APPROVAL OF THE ANNUAL BUDGET
The Council shall approve the budget before the start of the financial year, in

accardance the provisions of Section 24 of the MFIMA, failing which, the Municipality
shall be subject to the provisions of Section 25 of the MFMA.

PUBLICATION OF THE BUDGETS
In accordance with Section 22 of the MFMA, the Municipal Manager shall ensure that

immediately aftar the annual budget is tabled in the Council:

14
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16

17

18

a) The budget is made public in accordance with the provisions of Section 17 {3} of
the Local Government Municipal Systems Act.

b) The budget|s submitfed to the National Treasury and Provinclal Treasury in printed
and electronic formats;

cd The budget is submittad to any prescribed organs of state and to other
municipalities affectad by it.

MONTHLY BUDGET REPORTS
The Chief Financia! Officer shall compile monthly budget rapotts, with

recommendations, comparing actual results with budgeted projections, and the heads
of departments shall fumish the Chief Financial Officer with alt axplanations required
for deviations from the budgat.

The Chief Financial Officer shall submit these monthly reports to the Mayor, Finance
Committee and Execuiive Committee, and all other prescribed parties, in accordance

with the prescriptions of the Municipal Finance Management Act.

RELATED POLICIES

This Palicy must be read In conjunction with the following budget-related poicies of the
Munlcipality:-

17.1.1 Indigent Support Policy

17.1.2 Asset Management Pollcy

17.1.53 ‘Water Services Polisy (incorporating the Tariff Policy)
17.1.4 Cash, Banking and investments Policy

17.1.5 Supply Chain Management Policy

17.1.6 Credit Control and Debi Collection Policy

17.1.7 Funding and Resetves Paolicy

17.1.8 Virement Pollcy

17.1.8 Basic Services Policy

REVIEW OF THE POLICY

This Policy will be reviewed annually by the Budget Steering Commillee prior 1o the

commencement of tha budget process to enswe compliance with any changes in

20
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legislation or any ‘hest practice’ guidelines and MFMA Circulars as may be issuad by
Mational Treasury from time to time.

19  COMPLIANCE AND ENFORCEMENT

a.  Viotation of or non-compliance with this Policy may give a just cause of disciplinary

steps to be taken.
b. |t will be the responsibillty of Accounting Officer to enforce compliance with this

Folicy.

20 EFFECTIVE DATE

This Pulicy shall come to effect upon approvat by Council.

21 POLICY ADOPTION
This Policy has been considered and appraved by the COUNCIL OF UGU DISTRICT

MUNICIPALITY as follows:

Resolution Mo, ... oo,

Approval Datel .

ANNEXURE;_LEGAL REQUIREMENTS

MUNICIPAL FINANCE MANAGEMENT ACT

21
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Section 15 Appropriation of funds for expanditiie

Expanses may only be incured In lerms of the approved annual Budgat {or adjustments

budyat} and within the limits of the amounts apwroptiated for each budget vote.

Section 16 Annual budgets
The Councit of the municipality must approve the annual budget before the start of the financial

year to which it relates.

The Mayor must table the annual budget at least ninety days before the start of such financial

year.

Tha capital budget may extend over three years, provided that it is separated into annual
appropriations for that period.

Section 17 Contents of annual budgets and supporting documents

The budget must be in the prescribed farmat, and must be divided into a capital and an

cperating hudget,

The budnyat must reflect the realistically expectad revenues by major source for the budget year

concerned.

The expenses refiscted in the budget must be divided into voles.

The budget must also cottain the foregolng information for the two financial years following the
financial year to which the budget relates, as well as the actual revenues and expenses for the
year before the current year, and the estimated revenues and expensas far the current year.

The kudget must be accompanted by all the following documents:

* draft resclutions spproving the budget and levying property rates, other taxes and tariffs

for the flnancisl year concernad;

. draft resolutions (whare applicable) amending the |IDP and the budget-related policies;

2
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. measurable performance objectives for each budget vote, taking into account the

municipality's 1IDF;

. the projected cash flows for the financial year by revenus sources and expenditure
votes;

. any proposed amendments to the I0P;

» any proposed amendments to the budget-related policies;

. the cost to the municipality of the salaries, allowances and other benefits of ite political

office bearers and other councillars, the municipal manager, the chief financial officer,

and other senior managers,

. particulars of any proposed allocations or granis to other municipalities, municipal
enlitias, external mechanisms assisting the municipafity in service delivery, other
organs of state, and organisations such as NGOs, welfare institulions and so on;

. particulars of the municipaiity's investments; and

. various information in regard to municipal entities under the shared or sole contre! of

the municlpalty.

Section 18 Funding of expendituras

The budget may be financed only from:
" realistically expected revenues, basad on curent and previous collection levels,
. cash-backed funds avaliable from previous surpluses where such funds are not

required for other purposes; and

* horrowed funds in respect of the capital budget oaly.

Section 18 Capital projects
A municipality may spend money on a capitat project only if the money for the project {exciuding

the cost of any reguired feasibility studies} has been appropriated in the capital budget.
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The total cost of tha project must alse be approved by the Council.

The ehwvisaged sources of funding for the caphal budget must be proparly considered, and the
Council must be satisfiod that this funding is available and has not been commitled for other

pUrpoSES.

Befare approving a capltal project, the Council must consider the projected cost of the project
over all the ensuing financial years until the project becomes operational, as well as the future
operational costs and any revenues which may arise in respect of such project, including the

likely Tuture impact on property rates and service tariffs.

Section 20 Matters ta be prescribed

The Minister of Finance must prescribe the form of the annual budget, and may further
prescribe a variety of other matters, including the inflation projections which the municipality

must use in compillng its budget.

The Minister may also prescribe uniform norms and standards in regard to the sefiing of tariffs
where a municipality entity or other external mechanisms is used to perform a miunicipak
service; and may also iake appropriate steps to ensure that a municipality does nof, in
exceeding its fiscal powers, materially and unreascnably prejudice national econoimic policies
{particularly on infiation, administared pricing and equity}, economic activities across runicipal

hourdaries, and the national mobility of goods, services, capltal or labour.

Saction 21 Budoet preparation procass

The Mayar of the municipallty must:

. Ca-ordinate the processes for preparing the annual budget, and for reviewing the
municipality's 1IDP and budaet-related policies to ensure that the budget, the [}P, and

the policies are mutually consistent and credibie.

. At least ten monlhs before the start of the ensuing financial year, table in the Council
the time schedule with key deadlines for the praparatiot, tabling and approval of the
foliowing year's annual budget, the review of the IDP and budget-related pollcies, and

the consultative procasses required in the approval of the budget.

24
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) When preparing the annuat hudget, take into account the municipality's IDP. the
national budget, provincial budget, the MNational Governments fiscal and macro-

economic policies, and the annual Division of Ravenue Act.

" Take all reasonable steps to ensure that the municipaiity revises its IDP in line with

realistic ravenue and expenditure projections for future years.

. Consult the district municipality (f # &8 a focal municipality) and all other local
municipalities in the district, and &l other local municipaiities in the district if it is a district

munlcipality.

. Consult the National Treasury when requested, the Provincial Treasury, and such other

provincial and national organs of stale as may be prescribed.
. Provide, on request, any budget-related information to the National Treasury, other
national and provincial organs of stale, and any other municipality affected by the

budget.

Section 22 Publication of annual budoets

Immediately after the annual budget has bean tabled, the Municipal Manager must make this
budget and other budget-refated documantation public, and must invite the local community to

submit reprasentations in regard to such budget.

The Accounting Officer must also immediately submit the tabled budgst in both printed and
alectronic formals to the National Treasury, the Provincial Treasury, and in eithar format to
mrescribed national and provincial organs of state and other municipalities affected by the

budget.

Section 23 Consuitations on tabled budgets
After the budget has besn tablad, the Council of the municipality must consider the views of

the tocal community, the National Treasury, the Provincial Treasury, and any provincial or

national organs of state or municipalities which have made submissions on the becopet.

T
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After considering these views, the Council must give the Mayor the opportunity to respond o
the submissions received, and — if necessary — revise the budgst and table the refevant

amendments for consideration by the Council.

The National Treasury may issue guidelines on the manner In which the Councit must process
the annual budget, inciuding guidetines on the formation of a committee of the Councit to
consider the budgat and hold public hearings. Such guidalines shall be binding only if thay are
adopted by tha Council.

Section 24 Approval of apnual budosts
The Council must consider approval of the budget at least thity days before the start of the

financial yaar to which such budget relates.

The budget must be approved before the start of such financial year, and the resclutions and

performance cbiactives referred 1o in Section 17 must simultaneously be adopted.

Section 25 Failure to approve budget before start of budget vear
This Section sets out the process which must be followed if the budget is not approved in the

narmal course of events. Briefly the Council must reconsider and vote on the budget, or an
amended versian of the budget, avery seven days until a budgat is approved. The Mayor must
immediately inform the MEC for Local Government if the budget is not adopted by the stan of

the budget year, and may reguest a provincial intervention.

Section 28 Consequences of fajlure to approve budget before start of budoet vear

The provincial executive must intervene in any municipality which has not approved its annual
budget by the start of the relevant financial year. Such intervention must entail the taking of
any appropriate steps to ensure a budget is approved, including dissolving the Council and
appointing an administrator untif a new Council can be electad, and approving a temporary
budget until such new Council can adopt a permanent budget for the municipality. The Saction

also imposes restriclions on what may be spent in terms of such tempaorary budgeti.

Section 27 Non-complianes with provisions of this chapter

This Section sefs out the duties of the Mayor to report any impending non-compliance and the
general conseguences of non-compliance with the raquirements of the various foregoing

prascriptions.
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Section 28 Municipal adiustments budgsts

A municipality may revise its annual budget by means of an adjustments budget.

"'E'-'-:uweﬁ.rer, a municipality mus'{'";:rrompﬁy adjust its budgeted'revenues and sxpanses if a materal

under-collaction of revenues arises or is apparent.

A mumnicipality may appropriste additional revenuas which have besome available but only to

revise or accalerate spending programmes already budgeted for.

A municipality may In such adjustments budget, and within the prescribed framawork, authotise

unforeseen and unavoidable expenses on the recommendation of tha Mayor.

A municipality may authorisa the utilisation of projacted savings on any vote towards spending

under another yofe,

Municipalittes may also authorse the spending of funds unspent at the end of the previous
financial year, where such under-spending could not reasonably have been forezeen at the

time the annual budget was approved by the Council.
Only the Mayor of the municipality may table an adjustments budget. Such budget may be
tabled whenever necessary, but limitations on the timing and frequency of such tabling may be

prascribed.

An adjustments budget must contain all of the following:

* an explanation of how the adjustments affect the approved annual budget;

. appropriate motivations for material adjustments; and

. an explanation of the Impact of any increased spending on the current and future annual
budgets.

Municipéi'"taxes and tariffe may not he increased during a financiat year axcept if recjﬁired [ |

terms of a financial recovery plan.
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Section 29 Unforeseen and unavoidable expenditure
In regard to unforeseen and unavoidable expensas, the following apply:

. the Mayar may authorise such expenses in an emergency of other exceptional
cirocumstances,
. the municipality may not exceed a prescribed percentage of the approved annual

budget in respect of sugh unforeseen and unavoidable expanses,

» these expenses must be reported by the Mayor to the next Council meeting;

. the expenses must be appropriated in an adjustments budget; and

. the adjustments budget must be paseed within sixty days after the expenses were
incurred.

Section 30 Unspent funds

The appropriation of funds in an annual or adiustments budget will lapse to the extent that thay
are unspent by the end of the ralevant budget year, but except for the expenses refemred fo

above in Section 16.

Section 31 Shifting of funds between multi-yvear appropriations

If the funds for a capital project have been appropriatad for more than one financial year (see

Section 16} these expanses may exceed the appropriation for any one financial year, provided:

. the increase is not more than 20% of that financial year's allocation,
" the increase is funded n the next finansiak year's appropriations;
. the Municipal Manager cetfifies that actual revenues are expected to exceed budgeted

revenues, and that enough funds will be available to finance such increased
appropriation without incurring further borrowing beyond the annual budget limit;
. the Mayor gives prior written approval for such increased appropriation; and

. all the above documeantation is provided to the Auditor-Ganeral.

Section 32 Unauthorised. ireaular or fruitiess and wasteful expenditure

Unauthorised expenses may be authorised in an adjustiments budget.
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Section 33 Confracts having future budgetary implications

Contracts extending beyond one financial year may ba entered Into by a municipality, but if
such contract extends beyond the three years covered in the annual budgst, the municipality

may enter info such contract only if:

. The Municipal Manager, at least sixty days before the Council mesting at which the
contract is to be approved, has made tha contract publie, with an information statement
sumimarising the municipality's obligations, and inviting the focal community and ather

interestad parties to submit comments or make rapresentations.

* The Municipal Manager solicits the views and recommendations of the MNational
Treasury and Provincial Treasury in respect {o such contract, as well as those of the
National Department of Provincial and Local Government, and any national depatiment
concermad with watar, sanitation or electricity, if the contract relates o any of these

senvices.,

. The Council has taken into account the projected financial obligations in regard to such
contract, the impact on iariffs, and the views and comments received from alt the

foregoing parties.

. Tha Council adopts a resolution determining that the municipality will secure a
significant capltal investment or derlve a significant financial or economic benefit from

the contract, and approves the entire contract exactly as it is fo be executed.

A contract for purposes of this Section shall exclude any contract relating to the incurring of
long-term debt by the municipality, employment confracts, contracts for categavies of goods as
may be prescribed, or contracts where the value of the contract is less than a prescribed value

or & prescribed percentage of the annual budget.

Section 42 Price increases of bulk resources for provision of municipal services

National and provinclal organs of state which supply water, electricity or any other bulk
resources to municipalities or munlcipal entiies for the provision of municipal services may

increase the price of such resourcas only after dofng al! the following:

"5
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) The proposed increase must be submitted to the organ’s executive authority and (where

legislation so requires) to any regulatory agensy for approval,

. At least forty days prior to the above submission the National Treasury and organised

local governmeant must be invited to submit written somments on the proposed increase.

. The axecutive authority, after taking into account the comments received, must table
the price increase in Parliament or the provincial legistature, as the case may be, with

a full motivation and certain other prescribed explanatory dosumentation.

E_LJ"r";Iess the Minister of Finance ofherwise dlrects, a price increase must be tabled on or before '
| 15 March o take effect from 1 July of the same year. If it is 1abled after 15 March it may anly :
‘ take effect fram 1 Juby of the following year. :

Section 43 Applicability of tax and tadiff capping on_municipalities

If a national or provinciat argan of state Is legislatively empowered {o deferming the uppear limits
of any municipat tax or tariff, such determination takes effect on the date specified in the

determination, but provided that, untess the Minister of Finance othenuizse directs:

* A determination promulgated on or before 15 March shalt not take effect before 1 Juby
of the same year,

. A determination promulgated after 15 March shall not take effect before 1 July of the
following year

. A determination shall not be allowed to impair a municipatity's ability to meet any annual
or periodic escatations in the payments it must make in respect of any contract legally

emtered into by a municipality.

Section 53 Budget procasses and related makiers

The Mayor of the municipality must:

. Frovide general political guidanse over the annual budget process and the priorties that

guide the preparation of each budget.
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. Co-ordinate the annual ravision of the 0P, as well as the preparation of the annual
budget, and determine how the IDP is 1o be taken into account or s to he revised for

puposes of such budgst.

. Take all reasonable steps to ensure that the Council approves the annual budget before
the start of the financial year to which it refates, and that the municipality's service
delivery and budget implementation plan is approved within twenty-eight days after the
approval of the budget.

. Ensure that the annual performance agreements for the Municipal Manager and the
serniar managers of the municipality are linked to measurable performance objectives
which ara approved with the budget and the service delivery and budget implementation

plan.

The Mayor must promptly report to the Council and the MEC for Local Government any delay
in tabling the annual budget, approving the service delivery and budgat implementation plan or

signing the annual performance agreements.

The Mayor must further ensure that the service defivery targets and quarierly performance
indicators, and the monthly projections of revenues and expenses in the service delvary and
hudget implementation plan, are made public not later than fowteen days after thase matiers
have been approvad; and that the performance agreements of the Municipal Manager and

other senior officials are similarly made public not later than fourteen days after their approval.

Sectlon 68 Budget preparation

Tha Municipal Manager must assist the Mayor in performing the assigned budgetary functions
and must provide the Mayor with administrative support, operational resources and fhe

information necessary to petform these functions.

Section 69 Budget implamaeniation
The Municipal Manager is responsible for implementing the budget, and must take

reasonable steps to ensure that:

. funds are spent in accordance with the budget;

. expenses are reduced if expactad revenues are Jess than projected; and
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. revenuas and expenses are properly monitorad.

Tha Municipal Manager must prepare any adjustments budget when such budget is necassary

and submit it to the Mayor for consideration and tabling in Council.
The Municipal Managar must submit a draft service delivery and budget implementation plan
to the Mayor fourteen days after the annual budget has been approved, and must also within

the same perfod submit drafts of the annual performance agreements to the Mayor.

Zaction 70 Impending shortfalls. overspending and overdrafts

The Municipal Manager must report in writing to the Council any impending shorifalls in the
annual ravenue budget, as well as any impending overspending, together with ifie steps taken

to prevent or rectify these problems.

Saction 71 Monthly budget staiements

The Municipal Manager must, not later than ten working days after the end of each calendar
month, submit to the Mayor and Provincial Treasury a repott in the prescribed format on the
state of the municipality's budget for such calendar month, as well as on the state of the budget

cumulatively for the inancial year to date.

This report must reflect the following:

* actual revenues per source, compared with hudgeted revenues;

. actual expenses per vote, compared with budgetad expenses;

. actual capital expenditure per vote, comparad with budgeted expenses;

. actual borrowings, compared with the borrowings envisaged to fund the capital budget;

" the amount of allocations recaivad, compared with the budgeted amount;

. actual expenses agalnst allocations, but excluding expenses in respect of the equitable
sharg;

- explanations of any material varlances between the actual revenues and axpenses as

indicated above and the projected ravenues by source and expenses by vole as set out
in the servica delivery and budget implementation plan;
. the remedial or corrective steps to be taken to ensure that the retevant projections

remain within the approved or revised budgst: and
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v projections of the revanues and expenses for the remainder of the financial year,

together with an indication of how and whera the original projections have been revised.

The report to the National Treasury must be both in elsctrenic format and in & signed written

daocument,

Section 54 Budoetary control and early identification of financtal problems

On recaipt of the report from the Municipal Manager, the Mayor must:

- consider tha report;

. shack whether the budget has been implemented in accordance with the service
delivery and budget Implementation plan;

» issue appropriate instructions to the Municipal Manager to ensure that the budget is
implementad in accordance with this plan, and that the spending of funds and the
collection of revenues procead in accordance with the approved budget;

" identify any financial problems facing the municipality, as wedl as any emerging or
impending financial problems; and

. submit to the Council within thirty days of the end of each quarter a report on the
Implementation of the budget and the financial state of affairs of the municipality.

If the municipality faces any serious financial problems, the Mayor must:

= promptly respond fo and initiate the remedial or cotrective steps proposed by the
Municipal Manager, and
. alert the MEG for Local Govemment and the Council of the municipality {o the problems

concerned.

The Mayor may revise the details of the service delivery and budget implementation plan, but
any revisions to the service dalivery targets and quarterly performance indicators must be
approved by the Councit, and be supported by an adjustments budget. Any changes made to

the projections of revenues and expenses as set out in the plan must promptly be madea public.

Section 55 Report to provincial executive if condifions for provincial infervention exist

If the Council has not approved its annual budget by the first day of the financial year 0 which

it relates, of if the municipality encounters serious financial problems, the Mayor must
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immediately report this matter to the MEC for Local Government and may recommend a

provinctal intarvention.

Saction T2 Mid-yvear budget and pedormance assessment

The Municipat Manager must assess the budgstary performance of the municipatity for the first
half of the financial year, taking into account all the monthly budget reports for the first six
monihs, the service delivery perfommance of the municipality as against the service delivery
targets and performance indicators which were set in the service delivery and budget
implementation plan, and the past financial year's annual report and the progress made in

resalving problems identlfled in such report.

The Municipal Manager must then submit a report on such assessment o the Mayor, the

MNaticnal Treasury and the Provincial Treasury.

The Municipal Managar may in such report make recommendations for adjusting the annual
budget and for revising the projections of revenues and axpenses set out in the service delivery

and budget implementation plan.

In tarms of Section 54(1){f) the Mayor must promptly submit this assessment report to the

Council of the municipality.

Section 73 Reports on failure 10 adopt or Implement budaet-relaied and other policies

The Municipal Manager must infonm the Provincial Treasury, in writing, of any failure by the
Council to adopt or implement any budget-related policy or a supply chain management policy,

and of any non-compliance by an office bearer or political structure with such policy.

Section 75 Information fo be placed on wabsiies of municipalities

Tha Municipal Manager must place on the municipality's official website (inter alia) the

following:

. the annuat and adjiustments budgets and all budget-related documents,
v all hudget-related policies;

. the annual repor;

. all performance agreements;

. all service delivety agresments,
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L all long-term borrowing contracts;
. alt quartery reports submitted to the Councit on the implementation of the budget and

the financtal state of affairs of the municipality.

Section 80 Establishment {of municipal budget and treasury offics}

Every municipality must have a btidget and treasury office comprising a Chief Financial Officer

supportad by appointed offisials and contracted staff.

Section 81 Role of chief financial officer

The Chief Financial Qfficer is administratively in charge of the budget and Yreasury office and

must, inter alia,

. assist the Municipal Manager in preparing and implemerting the budgst;

. perform such budgeting, financtal repotiing and financial managament and review
duties as are delegated by the Municipal Manager,

. account to the Municipal Manager for the performance of all the foregoing

responsibilities,

Section 83 Competency levals of professional fingneial officials

The Municlpal Manager, senior managers, the Chief Financial Officer and the ofher financial

officials in a municipality must all meet prescribed financial management competency levels.
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UGU DISTRICT MUNICIPALITY
“The Municipalify”

FREE WATER SERVICES POLICY
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1.

3.2

DEFINITIONS

“Accounfing Officer” is the Accounting Officer of the Municiparity,

“Basic water supply” maang the minimum standzards of water supply services
necessary for the reliable supply of water to households o suppart life and personal
Fygiene:

"Basic sanitation” means the prescribed minimum standard of services necassary
for the safe, hygienic and adequate collection, remoeval, disposal or purification of
human exgreta, domeslic wasle-walar and sewage from households, including
informal househalds,

“Chief Financial Officer” meang the Chief Financiat Officer of the Municipality;

“Council” means the Council of the Ugu Municipality;
“Household” means ail the people who permanently reside in the dwelling;

“indigent person” means a person who meets criteria on qualification for indigent

SupEar

"Murnicipality™ means Ugu Local Munigipality.

THE LEGAL CONTEXT

This Policy is informed by the following legislations.
Municipal Finance Management Act, No 56 of 2003
Water Services Act, No 108 of 1997

Municipal Systems Act, No. 32 of 2000, saction 74,

OBJECTIVE OF THE POLICY

The Ugu District Municipality fully supports the National Government's Policy on
providing free basic services o the poorer of the community. In that regard it will fully
co-operate in implemerding the Policy,

However, being committed to the fundamental principle set oul in paragraph 4 above,
the financial implication must delermine the extent to which water can be provided free
to certain consumers. In conjunciion with the Provincial Support Units established by
the Department of Water Affairs and that Department, the Ugu District Municipality will
progressively infroduce the Policy to its area. Full advantage wili ba laken of subsidias
and grants made available by other sphares of government to enable the Ugu District
Municipality o implement a policy of free basic water without viokin the fundamental
principle. In ling wilth the principles of transparency inherent in paragraph 7.1, the
neople of the area will be informed and consulted on the implemeantation of the Policy
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8.2
5.2.1

5.2.2

as it unfolds. There are two irter-retated long term objsctives which witl guide the Ugu
Municipality in regards to the provision of free basic services and these are:

The elimination of poverty in the Ugu District araa, and

The equst treatment of all persans in the area

Yithitet the historic imbalances between the citizens of South Africa are & fact, resulting
in & mass of poor people badly provided with basic servicas, this should not be seen
as normal and everlasting. Initially therefore, different levels of service must ba
provided af affordable or no cost, but the Policy is accepted that, over time, realistically
computed, these distinction should be eliminated and everyone shauld be treated

eyually.

PURPQSE
The primary purpose of the-basis-water servises this Policy is {o assist in promoting
sustainable access to basic water supply and sanitation to all households.

ADMINISTRATICN OF FREE BASIC WATER SERVICES

in recognition of the primary importance of having a clean and adequate water supply,
the South African Government in 2000 introduced the Free Basic Water Policy, which
allows for households to get 6 000 litres (6kl} of water per month at no cost. Such
service is dependent on the Municipality recefving equitable share from National
Treasury and as determined by Council from time to time.

Free basic water

Frivate Connections:

Commercial, Government, Bulk users and industrial users, and other categories be
ratained with no Free Basic Water allocalion, except for users classified in paragraph
5.2.2 below Al households who fall in the group who qualify for free hasic water in
tarms of Ygu-Distriet the Municipality will receive a free water usage of 200 litres per
day, based on the quota allocation and number of days in a meter reading period. The
customer will forfeit this benefit should the consumption excesd the allocation per
quota per month depending on the number of days.

Qualification Criteria:

Indigents households

Rural communities where water is supplied by stand pipes

Inforrmal settlements where water is supplied by stand pipes

People served from springs and borahole water in ruraf areas

Rain water harvesting schemes
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f)

The Authority or the Authorised Provider may convey any waler reqguired as a
temporary measure by tanker to any place whers such iemporary supply of water is
required, subject to such conditions and petiod, which shall not exceed thres monihs,

as may be prescribed by it

FREE BASIC SANITATION

Frea basic sanitation shall be provided to the following
Indigents households

Rural communities where there is no sanitation infrastructure

informal settlements

EFFECTIVE DATE

The policy shall come to effect upon approval by Council.

POLICY ADOPTION

This revised Pchicy replacas the current Policy; it has been considersd and approved
by the COQUNCIL OF UGU DISTRICT MUNICIPALITY as follows:

Resalution Mo oo e e

Approval Dater e
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A.

PREAMBLE:

The Local Government : Municipal Systems Act No. 32 of 2000 {"the Municipal
Systems Act") has as one of its objects the need o enszure financially and

econemically viable municipalities,

The Municipal Systems Act also envisages a new system of Lacal Government
requiring an efficient, effective and transparent local public administration that

conforms to canstitutional principles;

The Ugu District Municipality has adapted a tariff policy in terms of Section ¥4(1} of
the Municipal Systems Act No. 32 of 2000 which policy reflects the principles
enunciated in Seclion 74{2) and diffsrentiates as it may in terms of Section 74{3) of

the Municipat Systems Act;

The Ugu Distriet Municipality has aiso adopted By-laws as envisaged in Section 75 of
the Municipal Systerns Act No. 32 of 2000;

This policy is adopted in tenms of Section 98{d) of tha Municipal Systems Act, is
consistent with the Ugu District Municipality's rates and tariff policies and complies

with the provisions of the Municipal Systems Act;
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1. DEFINITIONS
Except to the extent to which the context may otherwise require:

a}

any word or expression importing any gender or the neuter shall include both

genders and the neuter,

b} words importing the singular shall include the plural and vice versa where the

context 5o reguires; the following words shalt have the meanings assigned {o

them herein:-

"Service charges” means all monies that are currently due and payable to Ugu
Bistrict Municipality in terms of Section 86{a) of the Municipal Systems Act;

"Municipality” means Ugu District Municipality;

"Services” shall maan all services provided by the Ugu District Municipality and

without limiting the generality of the a foregoing shall include_

)
b
c)
d)

water supply and connaction;

sanitation supply and connection;

miscellaneous services as specified in the Municipality's tariffs;

where sanitation, connection and supply does not apply, sanitation haulage, ad
hot vacuum tanker services, conservancy iank clearances; services ralating to
industrial effluent;

tha provision of water borne sanitation;

or any other senvices that the Municipality may supply all in terms of the
runicipality's tariffs.

"econsumer” shall mean, without limiting the generality thereof, any naftural person or

legal entity or generally any member of the public who has made application for

services and whose application has been approved.

“owner” shall mean, without limiting the generality theraof,

al a person in whom is vested the legal title to the premises;

b} in & case where the person in whom the legal title to premises is vested is

insohvent or dead, or is under any form of legal disability whatsoever, the persen
in whom the administration and control of such premises is vested as curator,
trustes, executor, administrator, judicial manager, liguidator or other lagal
representative;

in any case where the authority or authorised provider is unable to determine the
identity of such person, a person who is entitled to the benefit of the use such
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2.2

2.3

premises of a building or buildings thereon, including 2 person who receivas the
rant or profits of such premises ar any part thereof from any fenant or occupier
or who would recelve such rent or profits if the premises or any part thereof were
fet, whether for his own account or as agent for any person entitted thereto or
having an interest thersin;

d} in the case of premises for which a lease agreement of 30 years or longer has
baan enfered into, the lassee there under;

e} inrelationto -

) a piece of land delinsated on a sectional plan registerad in terms of
the Sectional Titles Act 85 of 1886, the developer or the body
corporate in respect of the commaon property,

(i) or a section as defined in such Act, the person in whose name such
section is registerad under a sectional title deed and includes the

tawfully appointed provider of such person;

THE SCOPE CF THIS POLICY:

This Policy shall apply solely in respsct of all levies, fees, surcharges on {ees, service
charges and any other monetary amounts due o the Municipality and levied in terms
of the Municipality's existing tariffs;

Any interest which has already or shall in the future acerue to the Municipality in
respect of the rendering of the services;

Any collection charges lawfuily dug to the Municipality,

THE OBJECTIVES AND CONTENTS OF THIS PGLICY:
The adaoption of this Policy hag as ifs principal objective the fulfilnent of the
requirements of Section 87(1) of the Municipal Finance Management Act, namely fo
provide for:-
a) Credit Control Procedures and Mechanisms;
b Debt Collection Procedures and Mechanisms;
¢) Provision for indigent debtors that is consistent with its rates and tariff policies
and any national policy on indigents:
) Realistic targets consistent with:-
i} generally recognised accounting practices and collection ratios; and
iy the estimates of income =&t in the budget less an acceptable provision for had
debis;
¢) Interest on arrears, where appropriale;

f) Extension of time for payment of accounts,

[E]]
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3.2

3.3

4.1

4.2

4.3

5.1

g) Termination of services wilh the rastriction of the provision of services when
paymenis are in arvears;

h) Matters refating to unauthorised consumption of services, theft and damages;
and

i) Any other matters that may be prescribed by Regulation in terms of Section 104
of the Municipal Systems Act.

To the axtant that the differentiation envisaged in Section 97(2) of the Municipal

Systems Act Is discretionary,

The UguBistriet Municipality has in terms of Section 98 of the Municipal Systems Act

Mo, 32 of 2000 adopted By-laws to give effect to this Credit Control and Debt

Collection policy, its implementation and enforcamant and for this reason it is not

necessary within the frameworlk of this Policy to indicate the procedures of

implementation, delegation or, otherwise, administration of this Policy apart from

what s meantioned further hergin.

SUPERVISORY AUTHCRITY

In terms of Section 99 of the Municipal Systems Act a municipality's executive

committes or executive mayor, musi:-

oversee and monitor-

a) the implementation and enforcemsnt of the Municipality's Credit Controf and Bebt
Callection policy and any by-laws enacted in terms of Section 98; and

b) the performance of the Municipal Manager in the implementing of this palisy and
any by-|laws;

When necessary, evaluate or review the policy and any by-taws, or the

implementation of the policy and any such by-faws, in order to improve efficiency in

Credit Cantrol and Debt Coliection mechanisms, processes and proceduras; and

At such intervals as may be determined by the Council report to a8 meeting of the

Council, except when the Council itseff performs the duties mantioned in paragraphs

Z1and 2.2

ROLE OF THE MUNICIPAL MANAGER

In terms of Section 100 of the Municipal Systeins Act the Municipal Manager or
service provider must:-

Implement and enforce the Municipality's Credit Control and Debt Collection policy

and any by-laws enacted in terms of Section 88,
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5.2

5.3

6.2

6.3

In accordance with the Credit Control and Dabt Collection policy and any such by-
laws, establish effective administrative mechanisms, processes and procedures o
collect monay that is due and payable fo the Municipality, and

At such intervals as may be determined by the Council report prescribed particutars
ta & meeting of the Supervisory Autherity referred to in Section 84

SERVICE AGREEMENTS:-

The Credit Control procedure shall commence with an application by a potential

consumer for the provision of services;

The application aforesaid shall contain at least the following:-

a) the full name of the Applicant/s;

b) the identity number {in the case of a natural person} or registration number;
copies of relevant registration certificate togsther with cerified copy of the
resolutions that give permission to apply on behalf of the legal person in the case
of a corporate entity or any other legal peraon;

¢} the postal address and physical address {which in the case of legal persons must
include the address of their accounting officer or principal place of business),

d} a copy of the Applicantfs ‘s identity document or in the case of a tegal person its
proof of ragistration; copies of relevant registration certificate together with
certified copy of the resolutions that give permission to apply on behalf of the
lagal person;

e} in the event that the Applicant’s isfare not the ownet/s of the property at which
the sarvices will be supplied then the application must contain:-

i} the consent of the cwner to the supply of services on credit to the Applicant;

iy the owner/s 's full details including a copy of the owner/s 's identity documant
ot proof of registration as envisaged in the preceding paragraphs;

iil} The aforesaid consent shall make provision that in the event of the
Applicant/s defaulting in the payment of any amounts due that the owner/s will
be held responsibie therefore;

f)  the Applicant's contact detalls inchuding :

i) telephone numbers (home, work and cellular phone numbers); and

i} e-mail address {where applicable);

g) The amount of the deposit shalt be calculated as per policy and payable in
advance prior 1o connection of the service;

Every such application shall constitute an offer to the Municipality 1o enter into an

agreement with the Applicant for the rendering of the setvices applied for which upen
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6.4

8.5
6.6

7.5
7.7

7.8

acceptance shall constitute a hinding agreement befwean the Municipality and the
consumer/s,

lliterate Applicanis must be assistad in the completion of the forms and must affix
thair mark to the form which mark must be cerified by a Commissioner of Oaths as
the mark of the Applicant;

The name, address and details of the Applicant's employer shall also be stated;
The Applicant shall also consent on the application form to:-

a) an adverse listing with the credit bureau in the event of s default in payment.

THE RENDERING OF ACCOUNTS:

Cansumers on the billing system will receive an underslandable and accurate bill

from the Municipality, which bill will consolidate all service costs for that property.

Accoents will be produced in accordance with the meter reading cycle and dus dates

will be linked to the statement date.

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

lasi recorded with the municipality or its authorised agent.

i is the consumer's responsibiiity to ensure that postal address and other contact

details are correct.

it is the consumer's responsibility to make enquiries and ensure timeous paymenis in

tha avent of accounts not received.

Settiement or due dates will be as indicated on the statement.

Faymentz can be made af;-

a) Ugu District Municipalities offices in Port Shepstona, Oslo Beach, Harding, Park
Rynie offices as well as Satellite Offices;

BY The South African Post Office and their agencies,

c) ABSA Bank; and

) Easy-Pay outlsts, example Pick 'n Pay and Checkers;

&) Selected credit card payments can ba made at Port Shepstone, Park Rynie,
Harding and Oslo Beach offices.

) In addition to the above, Municipality offers debit arder facilities and details can
be obtained from any of the municipal offices

Al Ugu District Municipat Counciliors and employees who are deemed {o bs

cansumers must not be in arears for a period longer than 90 days, the Municipality

reserves the right to recover any such amounts from monies due to the employee in

terms of Clause 10, Schedute 2.of the local Government: Municipal Systems Act.
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INTERRUPTION OF SERVICE

a1 Consumers who are in arrears with their municipal account and whe have not made
arrangements with the Council will have their supply of water, and other municipal
services, suspendad, restricted or terminated.

8.2  The restriction of service may happen when the Municipal account is one day
overdue,

B3 Council reserves the right o deny ar restrict the sale of waler to consumers who are
in arrears with their municipal charges.

B4 Lipan the liquidation of arrears, or the conclusion of acceptzbie arrangements for
tarm payment, the service will be reconfected as scon as conveniently possible,

8.5  The cost of the restriction and the reconnection, will be determined by iariffs
spproved by Council, and will be payable by the consumer,

R.G Interest can be rafsed as a chargs on all accounts net paid by the due dafe.

DEBY COLLECTION PROCEDURE:

2.1 The Municipality or any duly authorised collection agent or service provider for the
collection of outstanding debt may, in addition {o the normal legal procedures for the
collection of arrear accounts, afso -

a) tewminats or restrict the supply of setvices, and
b) allocate any payments or pre-payments toward the liguidation of any arrears in
temms of section 12 below;

0.2 Where an account is nol settled in full, any lesser amount tendered and accepted
shall not be deemed to be in full and final eetiement of such an account.

0.2  The Municipalily may, when a debter is in arrears and all other credil control actions
have besn exhausted, commence legal process against that debtor, which process
cauld involve Tinal demands, restrictions, summonses, judgements, garnishee orders
and as a last resort sales in execution of property.

g4 All costs of legal process, including inferest, service discontinuation costs are for the
account of the debtor,

9.5  Uncoliectable Arrears

9.5.1 The effective implementation of the present policy also implies a realistic review
of the Municipaiity's debtar's book at the conclusion of each financial year. The
Municipal Manager shall as soon as possible after 30 June each financial year
prasent to the Council a repert indicating the amount of the arrears which it is
betieved is uncolleciabla, togethsar with the reasons for this conclusion.

9.6.2 The Council shall then approve the wrile off of such arrears, it if is satisfied with

the reasons provided.
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T

181

106.2

10.3

0.4

10.8

IHSTEALMENT AGEEEMENTS (ARREARE OREY):
COMESTIC ACCOUNTS

The Municipality recognises that in cerlain instances domesiic SonNsUMars may
experience difficulty with the payment of a lumip sum arrear amount and in such
instances will accomenodate any domestic consumers who require paying their
atrears over an extended period;
In thess insiznces the Municipality shall reguire:-
a)] an agreement stioulating:

i) the extended period,

it the amcunt pavable by the consumer;

i) any deposits payable.
In such instances all deposits shalk be payahle either in cash or by bank guarantee.

[t shall be a candition for the conclusion an arrangement that the consumer is bound
tn pay every current municipal ascount in full and on time during the petiod over
which such arrangement extends.

Ezch reguest i trested cn its individual merits, however, collsction slaff will be

quided by the {ollowing minimum guidelines in entsring into agreements af this

natlre:-

al First lime request:-
| any amaunt in arrears — a deposit of 10% of the arrear amount is paysble

immediately with the balance payable cver eleven months;

k) In case of a default, complete disconnection will be effecied and free basic water
can be collected from the Ugu Market premises, The full amount becomes dus
and payable immediziely before re-instalement of the supply;

cl Inrespect of repeat requests by domestic defaulting consumers or domestic
consumers with zgreements as envisaged in sub-paragraph {a} above ar first
time fampering consumara:-
iy any amaunt in arrears — a deposit of 25% of the arrear amount is payabie

imrmediately with the balance payable over eleven months;

d) In case of a default, complete disconnection will e effected and free basic waler
cal ne collected fram the Ugu Market premises. The fuli amoust becomes due
and payahle immeadistely before re-instatement of the supply.

Reconhection fees and additional depasits must be paid in full before any agreement

as aforezzid can be entered inlc;

10
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10.6

0.7

1.

19.2

11.3

1.4

11.5

11.8

In ihe event of such agresmenis being negotiated with legai entities, then, the
sgresment must be duly signed by a duly authorised officer of the same and this
must he sccompaniad by parsonal sureties of g najure! person. Al such agreements
must be accompanizd by a resoluion of ihe entity authorising ihe signatory to sign as
aforesaid;

In insisnces where agreemenls as envisaged in this clause ara entered into, a
consumer may be reguired io complete a debit order sutharity for the payment of the

arrears in terms of the agresment.

DISHONOURED CHEQUES

The refusal or failure by a bank to honour any cheque payment or debit order by a
consumer shall ba regarded as non-payment. In this regard:-

The consumer will be contacted telephonically and requested to make a cash deposit
equivalent to that of the dishonoured cheque or debit ardar inte the Municipality's
hank account within 24 hours of such request;

Showld the Municipality be unable o contact the consumey as aforesaid, the
Kunicipality shall issue a final demand and proceed as envisaged earlier herein;
Should the chegue payment or debit order relate at alf to an agreement for extension
or raconnection, the supply of the service will immediaiely be disconnected without
any further notice to the cn:rnsumef and will cnly be reconnected once the consumer
has mads paymant of the full outstanding balance in cash;

In the event of & consumer not having sufficient funds in cash fo settte the amount
equivalent fo the amount of a dishonoured cheque then the Municipality shall be
entitied but not obliged to proceed with the institution of criminal chargas of fraud
against the consumer,;

All dishonoured cheques shall be retained by the Municipality and only returned fo
the consumer upon request therefors by the consumer and after reversal of the
dishaonoured payment,

The Municipality shall be entitled to levy an adminisiration fee in order to recover all
bank charges and administrative work involved in reversing the eniries which fee
shall levied irrespective of the reason for dishonour or non-payment;

Details of all dishonoured cheque payments may be forwarded to the credit bursau

for processing against the consumer's credit profile.

11
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12.
12.1

ALLOCATION OF PART-PAYMENTS AND APPROPRIATICON OF BEPOSITS
# an accountholder pays only part of any municipal sccount due, the Accounting

Officer shall alloeate such payment as follows;

12.1.1 Firstly, to any unpzaid charges levied by the Municipality in respect of

unaceeptable cheques, notices, legal expenses and reconnections ar

reinstatemeants of services in respect of the account or propetly concerned;

12.1.2 Secondly, to any unpaid interest raised on the account;

12.1.3 Thirdly, to any unpaid sanilalion charges,

12.1.4 Fourthly, to any unpaid water charges.

12.2

13.
13.1

13.2

13.3

14.
4.1

4.2

This sequence of allpcation shall be followed notwithsianding any insiructions to the

santrary given by the accountholder,

METER TAMPERING

Water metering and connection equiptment remain the property of the Municipality
and any person involved in the tampering with, damaging or theft thereof will be liable
to criminal prosscution;

Where there is evidence of any illegal reconnection of a supply, or the tampeting
therewith, the supply will be immediately terminated. Reconnection of the supply after
such termination shall only be effected if the relevant penalty tariff charges has been
paid and satisfactory arrangements have been made for the setflement of any
outstanding arrears;

The detaction of any further instances of tampering as envisaged hearain will result in
termination of the water supply and the removal of any connection equipment.
Consumers in such instances will then be required to pay the full costs of a new
connection together with a penally on consumption equivalent to the average usage
aver the six months preceding the date of tampering together with all outstanding
arrear charges before replacement of the equipment and reconnection of the supply

will be considered.

UNOCCUPIED PREMISES

YWhen a consumer terminates a consumption account and NG new consumer is
registered the property shall be deemed to be uncccupied;

i suich instances, a courtesy letter shall be forwarded for the attention of any actual
new occupier {should there be one) and served at the premises where the supply has
bean rendered, requiring the new occupiar within 7 {seven) days of the aloresaid
letter to register with the Municipality as a consumer and detailing the registration

procedures to be folowed;

12
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14.3

14.4

14.5

14.6

15,
5.1

15.2

15.3

16.4

16.
16.1

16.2

A failure by a new occupier fo respond fo the aforesaid letter will result in the
termimation/disconnection of the service supplied;

in such instances, the proparty wit! be linked o the registered ownat's name and any
basic charges in terms of the tariff shall be levied on a monthly basis and sent by
ordinary mail to the most recent recorded address of the registered owner of the
mroparty for payment;

In the event of water consumption being recorded at a property that has been
desmed unoccupiad in terms hereof, every effort shall be made to establish the
identity of the person responsible for the aforesaid consutimption and such person
shall be charged accordingly as if he or she wera a consumer;

However, should attempts at establishing the iderdity of such person fail then the
registered owner of the property shall be liable for any water consumed at the

property.

MNEW DEPOSITS

All new consumars are reguired to pay a8 minimum deposil in accordance with the
appiicable Municipality tariff;

The calculation of the minimum depaosit is based on a three month's estimate
consumption as indicated by the consumer,

In respact of domestic consumers the Municipality applies four scales of lariffs to
determineg the deposit payable, namsaly:-

a} Scale 1: 0—200 litres per day;

b} Scale 2: 201 — 500 litres per day,

¢} Scale 3: 501 — 780 litres per day.

dy Scale 4 751 — 1000 litres per day.

The deposit amount is calculated on the following formuta: 3 x (tariff x estimated
consumption plus basic charge and Value Added Tax};

ADDITIONAL DEPOSITS

The value of the originai deposit paid of any guarantees held in respect of the
aforesaid deposit will be reviewed on a reguiar basis,

Upon such review the Municipality may require a consumer not previously required to
pay a deposit for whatever reason, fo pay a deposit on request within 10 (ten) days
from the date of such request.

12
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17.
17.1

17.2

17.3

17.4

i8.
18.1

19,
181

COMMERCIAL ACCOUNTS

In these instances where commercial accounts fall info arrears, the hMunicipality shall

require:-

a) Arrears to be paid in full before water supply is re-instated

b} Ne instaiment arrangement shall be accepted for any commercial account

¢} In such mstances deposits shall be adjusted and payable either in cash or by
bank guaraniee

d} Reconnection fees amd additional deposits must be paid in full before water

supply is re-instated
The Municipality shall review consumption patterns whenever meter readings are
received;
Should the amount of the deposit of guarantes held be deemed inadequate after
such revisw, the Municipality shall send a letter requesting the payment of an
additionat deposit;
Tha value of any such increase in deposit shall be added to the next manthiy

account.

PERSONS AND BUSINESS WHO TENDER TO THE MUNICIPALITY

The Procurement Policy and Tender Conditions of the Municipality will include the

folfowing:

a) When invifing tenders for the provision of services or delivery of goods, poteniial
eontractors may submit tenders subject to a condition that consideration and
evaluation (herast will necessitate that the tendarer obtain from the municipality &
cerfificate stating that aH relevani municipal accounts ewing by the tenderer
andfor its directors, owners or partners have been paid ar that suitable
arrangemeants (which include the right to set off in the event of nan-compliance)
have besn made for payment of any arrears.

b) Noiender will be allosaled to a person/centractar untit 3 suitable arrangement for
the repayment of arrears, has been made. No further debt may accrus during
confract pericd.

¢} A condition allowing the municipality to deduct any moneys owing 1o the

raunicipality from contract payments,

DOMESTIC ACCOUNTS
In the evant of the Municipality detecting an irregular and unaccepiable payment
pattarn then the Municipality shall be entitied to review the deposit held in respect of

residential consumers;

14
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19.2

193

20,
201

21.
211
21.2

21.3

22,
22.1

222

22.3

22.4

225

In the event of such review the refevant consumer shalt be sent a request by the
Municipatity for the payment of an additional deposit;
The value of any such increase of the deposit as aforesaid shall be added fo the

consumer's next account.

FORFEITING DEPOSITS
A deposit shail be forfeited to the Municipality if it has not been claimed within a
period of 36 months from the date of termination of a service,

CLEARANCE CERTIFICATES

Cartificates are issued in terms of Section 118 of Systems Act

In addition to the afore going the Municipality shall require a deposit equivalent to the
cost of three month's average consumption on water and sanitation charges {(where
applicable);in case of & vacant stand,

Upon payment of the amounts referred fo in 1 and 2 above, the Municipakty shall
issue a clearance certificate within 5 (five) working days of the request for such

cerifficate.

WATER AND SANITATION RATES

Water and sanitation rates are an avaitability charge which is {evied against
properties where there is water reticulation and waterborne sanitation system in
place is charged to the registered owner of the property

The water rates year commences on the 1st July of each year and terminates on the
30th June of the Tollowing year. Upon the declaration of the rates tariffs, these are
advertised as required in terms of existing legistation;

Rate payers currently have the aption of paying their rates on an annual basis or by
monthly instalments. Monthly rates are payable aver a maximum petiod of 10
monihs commencing on the 1st September of the rates year and ferminating on the
30th JJune of the rates year;

Water rates accounts are posted by ordinary mail during September of each ysar and
the finat date for arnual payments is the tast working day of November in that year;
Water rates that are not paid by the final date incur a late payment penalty calculated
at 1.25% per month on outstanding rates from the 1st December each year. In the
event that these rates remain unpaid after the 31st January of the following year, a
shee-off collection charge equivalent to 10% of the rates outstanding at the time is
levied; hawever, penalties continue to acerue on the outstanding rates dus '

notwithstanding the once-off charge aforesaid;

1%
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22,6

22.7

23,
23.1

23.2

23.3

23.4

After the final date for payment of the water rates has expired and in the event of no

payment being received by the Municipality a final notice shall be despatched by

registered mail to the consumer requiring the payment of the arrear amount and any

penalties and interest;

Upon expiry of the period reflected in the final notice the Municipality shall :-

a) compile a schedule of alt arrear rate payers;

b) conduct deeds offices searches in respect of ownership of property;

¢} authorise and instifute the necessary tracing action in instances where the
consumer's whareabouts are unkhown;

d} engage legal assistance for the institution of ¢ivil legal procesdings against the

CONSuMes,

TEMPORARY MEASURES OF ASSISTANCE:

The Municipality recognisss that there are instances where rale payets face

femporary hardships caused by personal circumsiances, poor ecanomic canditians,

urempleyment, lempaorary disablement or illness and in such instances the

Wunicipality is willing to aceommodate arrangemenis to seffle outstanding arrsars;

In such instances the following praceduras shall apply:-

a) consumers may approach the Municipality for srrangemenis o be mads for a
maximum period extending up to the 30ih June of the current financial ygar, and
in exceptional circumstances, up to 1 {tne) month before the final date for
payiment of rates in respect of the next financial year:

hY these arrangemeants envisege the consumer paying in equal instalments all
outstanding amounts including any interest and collection charges that may have
heen levied by the Municipality:

Once such an srrangament has besn made the consumer must sign an

Acknowledgement of Debt for this purpose and sheuld the consumer renege on this

arrangement then the whole cutstanding arrear armount, inclusive of penatties and

interest shall become immediately due and payabkie end shall ba subject {0 the
normal eollections procedures envissged hereln;

In exceptional circumstances and so as to ensure payment of the capital sums of

rales due and in order to avoid the accrual of further legal cosks and other charges,

the Municipatity may, by resclution waive the payment af any interest, penallies
andior coilaction charges for & maximum pericd of 8 (six) manths calculated from the

date of signalure of the Acknowledgemsant of Dabt.

16
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24.
241

25.

26.

27.

INDIGENT SUBSIDY
Customers may apply for an indigent subsidy on the cenditions as stipulated in the

Municipality’s Indigent palicy.

COMPLIANCE AND ENFORCEMENT

al Violation of or non-compliance with this Policy will give a just cause of
disciplinary steps to be taken,
b It will be the recponsibitity of Accounting Officer to enforce compliance with this

Falicy.

EFFECTIVE DATE

The policy shall come o effect upen approvat by Councii.

POLICY ADOPTION
This policy has been corsidered and approved by the COUNCIL OF UGU DISTRICT
MUNICIPALITY as follows:

Resoluticn Mo ... e,

17
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1. PREAMBLE

WHEREAS section 74 of the Local Government: Municipal Systems Act, No. 32 of
2000, requires that the Coungil should, in formulating a Tariff Policy for the
municipality, at least take into consideration the extent of subsidisation of tariffe for
poor households;

WHEREAS Council therefore needs to approve an Indigent Support Policy;

WHEREAS such policy must provide procedures and guidelines for the subsidisation
of basic services and tariff charges to its indigent households, and

WHEREAS the Council has committed itself 1o rander a basic level of services
necessary to ensure an acceptable and reasonable quality of ife, which takes into
aceolnt health and environmental considerations;

NOW THEREFORE the Council of the Ugu Municipality has adopted the Indigent
Suppart Peolicy set out hereunder:

2. DEFINITIONS

Far the purpose of this policy, any word or expression o which a meaning has been
assigned in the Act, shall bear the same meaning in this policy, and unless the

context indicates othenvise —

“Act” means the Local Government: Municipal Systems Act, 2000 (Act 32 of 2000},
as amended from time {o time;

s Authorised Officer” means any official of the Council who has been authorised by
tha Council to administer, implement and enforce the provisions of this Policy;

“hy-law” means a by-law adopted by tha Council;
“Municipal manager” means the Accounting Officer of the Municipality
“Coungil” means the Council of the Ugu Municipality

“indigent person” means a persan wha meets criteria on qualification for indigent

support.

“municipality” means Ugu District Municipality
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3.3
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4.4

4.5

4.6
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4.8

“services” means the basic services referred ta in this Policy
“household” means all the people who permanently resids in the dwelling

“dwelling” means property registered in the deeds office or allocated to a family by
the Traditional Authority, with an Ugu water connection

POLICY OBJECTIVE
The ohjective of this Pelicy is to ensure the following:

The provision of basic services to the community in a sustainable manner, within the
financial means of Council; and

Te provide procedures and guidslines for the subsidisation of service charges and
rates to its indigent households, using a portion or the whole of the Equitabls Share
for this purpose.

Council also recognises that many of the residents can simply nol afford to pay the
required service charges and rates, and Councit will endeavour fo ensure affordabiity
through:

Setting rates and tariffs which will balance the economic viability of continued service
delivery; and

Determing appropriate service levels.

CRITERIA FOR QUAELIFICATION FOR INDIGENT SUPCRT

The indigent subsidy shall apply to a househald per dwelling and not an individual,
The property must be zoned residential.

The totat gross monthly income of all members of the household must not exceed
two old age grants { excluding disability and child grant }.

Indigent support will apply 1o &l households whose totat monthly income is less than
or equal to the above-mentioned amount, irespective of the saurce of income.
Househoid's dependant on social welfare grants only may also apply.

Child headed households dependant on fosler care social granis qualifies.

The applicant as well as any other member of the household shall not own other
fixed property other than the one on which they reside, whether within or outside of
the rmunicipal area.

Multi unit residential - bulk users and Non Government Organizations are excluded

froun this Policy.
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5.2

8.1
8.2

7.1

7.2

7.3

7.4

7.5

b}
7.6

7.7

APPLICATION FOR INDIGENT SUPPORT

The legal owner of a dwelling who is rasponsible for the payment of the water and
sanitation services account must apply for the household to be ragistered as indigent.
Application forms are avaitable from any of the Water Services Offices within the Ugu
District Municipatity and can also be posted on request and the following documents
should be submitied fogethar with the application form:

Copies of identity documents for househald members 18 years and abave.

Copies of hirth certificates of household members younger than 18 years.

Copies of proof of income or written affidavite canfirming status of employment or
circumstances from each household member 18 years and above

Proof of ownership or occupancy e.q. Title deed or ietter from ward counaillor
confirming occupancy status

Where property owner or account holder is deceased, copy of the death certificate
and lettar from ward councillor confirming that applicant resides in the dweliing.

AVENUES FOR SUBMISSION COF APPLICATION FORMS
Submit through Ward Counclller,
Submit personally to any of Ugu District Municipality offices.

PROCESSING OF APPLICATION

Each apphication will be given & number, for reference purposes

Indigent Support Application register and an Indigent Support Application card will be
issued 10 the applicant for control purposes.

The application will be processed within two weeks of receipt by the Municipality in a
manner rescribed by the internal processes, _

A Jetter informing the applicant of the status of the application will be sent to the
applicant within two weeks of finalizing the application scrutiny process.

For the purposes of transparency, on an annual basis the following key information of
tha recipient’s indigent support shall be displayed on all Counclls and nofice boards
of Local Municipalities:

Names of Households benefiting from the Indigent Support

Stand nurnber where services are rendered ta the recipients

Any resident may guery the qualification of a recipient in writing within days from the
date of publication of such listings.

A report on Indigent Support shall be done to the Budget and Finange Commitiee

quarterly.
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11.2

DURATION OF THE INDIGENT SUPPORT BENEFIT

indigent suppart is only provided for a period of 12 months, from date of approval,
where after the applicant must submit Form UIS 3, confirming that its circumstances
has not changed since its initial application and that it still qualifies for indigent
support in terms of the latest criteria.

The Municipality will send a written notice o the approved household, at least two
months priot to expiry of the approval, but the onus still rests on the applicant or
another permanent adult cccupant on the property to submit Form UIS 3.

RESPONSIBILITY OF THE INDIGENT SUPPORT APPLICANT! BENEFICIARY
Showld, at the most, 21 days lapse without recsiving any feedback regarding the
application, the applicant should enguire as fo the status of the application through
the call centre.

The onus is on the beneficiary to inform the Municipality of any change in hisfher
status or personal household circumstances that might affect their Indigent status.

A househcld must immediaiely request de-registration if their circumstances have
changed 1o the extent that the household no longer meets the regquirernents set out in
this Policy. Failure to disclose will result in such a person being immediately Hable to
repay to the Municipality all the dabt accumulated from such dale of change in
indigent status, and immediatsly rermoved fram the indigent register of the
Municipality. Such debt will be recovered in terms of the applicable Credit Control
Debt Colleclion policy.

USAGE IN EXCESS OF THE BASIC SERVICE LEVELS

All services used in excess of the basic municipal services lavel shall be levied al

the current scale of tariff and payvable on the due dafe and a device will be instalied to
control water usage.

if the excess account is not paid for as and when due, the services shall be

ragtricted to the basic level and the normal Credil Control and Debt Collection policy
shall be implemented.

WITHDRAWAL OF INDIGENT SUPPORT BY THE MUNICIPALITY

The Indigent support shall be withdrawn by the Municipality in the event of the
beneficiary misusing the system or providing incorrect information.

In this regard the Municipality shalf recover from the recipient the amount of relief
furnished by debiting the benaficiary's account.
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11.3  The Municipality shall apply its credit control palicy in aceordance with the Credit
Control and Debt Collection policy.

11.4  The Municipality shalt institute a ciminal charge of fraud against the beneficiary and
may not again be considerad for indigency relief for a pariod extending for two years
beyond the financial year in which the misconduct is detected.

11.5 The Indigent suppart will cease should the form UIS 3 not be supplied to the
hMunicipality.

12. EXTENUATING CIRCUMSTANCES

12.1  In the event of death of one of the member of the household, and where the flow has
bean limited, full flow will be reinstated from the day of death to the day of the funera
after which the flow shall be limited again.

12.2  In the event of a househaold member suffers from a sickness requiring excessive
usage of water and is under a home based care programme, such a household wiil
be eligible to apply for additionat allocation of water, approval of which is subject to
the Municipality's conditions.

13, WHAT DOES THE INDIGENT SUPPORT BENEFIT COVER
On approval of the application the Municipality shall provide the following

13,1 Basic Municipal Services which include:

a} Access to a minimum safe water supply 1.e. 6kl of water free of charge on a
monthly basis or as determined by Council

b} Adequate sanitation as determined by Council

ch {Once off credit equivatent to the outstanding balance on the dwelling at the date
of approval.

13.2  Where there are leaks afier ihe meter or in the property, they may be attended {0 in
terms of the bylaws 558 (4) () and the cost may ke recoverad from the indigent
Support allocation,

13.3  Cost of restriction shall be recovered from the Indigent Support aliocation.

13.4 Excess usage in the event of death shalf be recovered from the Indigent Support

allocation.

14, MISCELLANEOUS

14.1  Should any circumstances not coverad by this policy regarding the administration  of
the Indigent Support policy arise, and is urgent, it shall be referred to the General
Managet, Treasury.
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17.

COMMUNICATION

From time to ime the Municipality will endeavour o communicate its Policy
adequately, so that members of the community are apprised of the existence of such
a policy or any amendments that may have bean done by Council.
Structures, processed and or platfonms that shali be used to communicate the
benafits of the policy shall include:

The Ward Committes

The Ward Councillors

Commurity meetings

Budget and IDP road shows

Special events

Local media

Any commurication issued by the Municipality must be coordinated by the
Communications Unit or the Municipal Manager or his delegated authority.

SANITATION REBATE
&li applications wil be considered on the following basis:

Tha Sanitation Rebate subsidy will apply to a household per dwelling and not to an
ndividual.

Each household shall receive a rebate on the fixed sanitatlon basic charge as
determined by Councit.

The legal cwner of a dwelling who is responsible for the payment of the water and
sanitation services account must apply for the housshold to be registered as a
sanitation rebafe beneficiary.

The applicant as well a5 any other member of the household shall not own other
fixed property other than the one on which they reside,

The sanitation rabate shall be withdrawn by the Municipality in the event of the
beneficiary misusing the system or providing incorrect information.

EFFECTIVE DATE

The policy shall come o effect upon approval by Council.
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UGU DISTRICT MUNICIPALITY

“The Municipality”

CASH, BANKING AND INVESTMENT MANAGEMENT
POLICY
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1.

DEFINITIONS
in this Policy, uniess the context otherwise indicates, a word or expression to which &
meaning has been assigned i the Act, has the same meaning as in that Act.

“Accounting Officer” means the Municipal Managsr of Ugu District Municipality.

“Act” means the Local Government. Municipal Finance Managemert Act No. 56 of 2003,
the Local Government: Municipal Systems Act No. 32 of 2000.

“Accounting Principles” mean stipulated guidelines to be foliowed.
“Acguisition” means acquiring goads or services through procurement policies.

“Agents” mean professionat bodies appoirted o execute a specific task on behalf of the
Ugts District Municipality.

rAccounts” mean statement of moneys received.
“Assignee” means a person with a delegated authority,
“Bank” means an institution recognised by the Registrar of Banks.

“Bank Account” iz the recognised statement of financial holdings on behaif of the

municipality.
“Cash’ means mongy, such as bank notes and coin, or cash equivalents.
“Chief Financial Officer” means the Chief Financial Officer of Ugu District Municipatity.

“Gonstitution of the Republic of South Africa, Act No, 108 of 1956” means the Supreme
Law of the Republic of South Africa.

"Cash Management™” means efficient and effective management of funds.
“Delegate” means an official/person delegated o perform tasks on behalf of ancther person.

“Delegated Authority” means any person/persansicommittee delegated with the authority
to act for on behalf of Ugu District Municipality.

“Diversification of Investments” means investing in more, or more than one type of

financial instremerd.

“Investment Ethics” mean ethical framework within which investments must take place.
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b=,

“Ligquidity” means the ease with which financial instruments can be converted to cash or

cash aguivalents.

“Municipal Entity” means the developmental arm of the municipality established in terms of

the Local Government: Municipal Finance Management Act No. 56 of 2003, in particular.
“Municipality” means the Ugu District Municipality.

“Ownership” means that all investmants must be made in the name of the Ugu District
Municipality,

“Short term investment” means a financial instrument with a lifespan or maturity of less

than or equal o1 year.

“Long term investment” means financial instrument with a lifespan or matority of greater

thamn a year,
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2.2

2.3

OBJECTIVE OF THE POLICY
n terms of the Municipal Finance Management Act, Act 58 of 2003, Section 13(2). "Each

Municipal Council and Governing body shall adopt by resclution cash, banking and

investment palicy regarding the investment of its cash resources not immediately required.

An Accounting Officer has an obligation to ensure that cash resocurces are managed as
effectively, efficlently and economically as possible. Compelitive investment and effective
cash managemant ensures both short term and long-term viability and sustainability of the
Municipality. Hence, it is critical for the Biunicipality to have its own cash, banking and
investment management policy located within the lncal government legislative framework.

This Palicy should be read and understood against this background.

The primary and the ultimate goal of the investing funds is fo earn the safety of returns on
nvestment principal, an amount invested whilst managing liquidity requirements and,
providing the highest return on investment at minimum risk, within the parameters of

authorised instruments as pet the MFMA

BANKING ARRANGEMNTS
Cpeaning of 8 Bank Account

The Chief Financial Officer will ensure that the Municipality opens and maintains the following

minimum bank accounis:

a)  General Bank Account — normal municipal receipts and payments

b)Y  External Financing Fund — fo record Joan receipie and accumulations towards the
repayment of such loans

¢}  Capital Replacement reserve — this reserve must be cash backed at all times and
therefare requires a separate bank sccount

d)  Unutllised Capital Receipts — this is to account for unutiised conditional grant monies
and developer confributions, requires a separate bank account and must be cash
hacked.

g)  Consumer deposits — this is fo account for consumer deposits received and must be
cash backed and requires a separate bank account.

f) A specific account will be identified as a primary bank account and all the allocations
from national, provingial and other spheres of government will be deposited into this

aooount
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4.2

4.3
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Management of 2 Bank Account

Only the Accounting Officer or histher delegate is authorised to withdraw maney from the
Municipality's bank account and the delegated powers shall be in accordance with Himils
which will be specified by the Accounting Officer

The responsibility for the management of al the Municipal bank accounts will be allocated by
the Chief Financial Officers to the officials of the Treasury department in accordance with
their job descriptions. The Chisf Financial Officer or hisfher delegate will review
reconciliations of all the Municipal bank accounts on a monthly basis.

CASH MANAGEMENT
All monies received by the Municipality must be deposited into the Municipal primary bank

account promptly,
The Chief Financial Officer will establish an internal contral pracedure for the operation and

maimenance of the following process with regards {o cash management:

al  Receipting, and banking of and reconciliations of daily cash and cheques
b}  Returned chague register
c)  Unabocatad receipts/deposit registers

The Chief Financial Officer, infer-alia, has to ensure financial viability and sustainability of the
Municipality. |1 order o achieve this in a sustainable manner, the Chief Financial Officar must
ensure that internal financial systems and controls are in place that will enable the
rMunicipatity to detect the mismanagement of finds.

Cash Collecton:
All monies due to the Municipality must be collected as soon as possible, either on or

immediately after due date, and banked on a daily basis. Cash left in the safe can pose a
security risk, could necessitate additional insurance coverage and does not earn any interest.
Special deposits should be arranged for larger amourts to ensure that these are banked on

the next working day they are received.

All monies collected by the Council must be banked in the primary bank account of the

Municipality.

The respective responsibilities of the Chief Finansial Officer and other Heads of Departments
in this regard are defined in a procedures manual approved by the Municipal Mahager and
the Chief Financial Officer.
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4.4
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5.3

It is important that all monies owing to the Council are correctly reflected in the debtors

system. The following control measures are necessarny:

a} A well managed debtors and banking control systerm will ensure that funds owsd to the
Counctl are recaived and banked: and

By Itis also important to review debt colleclion performance by comparing the debtors
outstanding in relation fo total revenue and then comparing this 1o previous financial
years, in order to determine whether the debt collection process is deteriorating or

Improving.

The unremittant support of and commitmeant to the Municipality's credit control Policy, both
by the Council and the Municipality's officials, is an integral part of proper cash collections,
and by approving the presemt Policy the Council pledges itself fo such support and

commitment.

Petty Cash
al  The Municipality keeps peity cash floats at two of its offices, that is Treasury office and

Fark Rynie office. Each petty cash float will be limited to B2 000 for the Treasury offics.
v)  Each transaction of petty cash shall not exceed R2 000.-
¢}  The officials who are responsible for petty cash managernent will be indapendsnt of alt
cther cash functions like cashiering

d)  Animprest system of petty cash will be used.

CASH FLOW ESTIMATES
Before money can be invested, the Accounting Cfficer or hisfher delegate must determine

whether there will be surplus funds after meeting the necassary obligations.

Ta be able to make ihvestments for any fixed terms; it is essential that cash flow estimates

ara prepared.

The Auditor-Genaral reguires the financial institufion, where the investment is made, to issue
a certficate for each investmert mads. This certificate must state that no commission has,
nor wi, be paid to any agent or third party, or to any person nominated by the agent or third

party.

INVESTMENT ETHICS
Tha Accounting Officer and hisf/her delegate are responsible for the investment of funds and

must ensure that there is no inferference in thess processes.
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7.3

7.4

Under no circumstances may the Accounting Officer and his/her delagaie heishe accept
wibes into ma'king an investment.

Na member of staff may accept any gift unless that gift can be deemed so small that it would
not have an influence on hisfher retationship with the said institution,

The gift must be declared to the Municipaiity.

The Accounting Officer and histher delegate must act according to their discretion and must
repott any serious cases of payment in kind or gifts, to the Municipal Council. Excessive gifts

and hospitality should be avoided ai all costs.

INVESTMENT PREINCIPLES
Hisk manadement

The preservation of principal is the foremost objective of the investment program. To attain
this objective, diversification iz reguired to ensure that the Accounting Officer or his/her
nomines prudently manages risk exposure, Risk profiles should be minimised by only placing
investments with institutions and instruments approved by the Public Investment Commission

ar the Republic of South Africa; Mational Minister of Finance.

Prudence

Invastments shall be mads with care, skili, prudence and diligence. The approach must be
that which a prudent person acting in a like capacity and famiiar with investment matters
would use in the investment of funds of like character and with ltke aims, to safeguard the
principal and maintain the liquidity needs of the Municipality. Investment officials are required
to:

al  Adhere to written procedures and policy guidelines.

b}  Exercise due diligence.

¢} Prepare all reports timeously.

d}  Exercise sirict compliance with all legiskation.

Ownarship
All investments must be made in the name of the Ugu District Municipality.

Risk and Return

Although the objective of the Accounting Officer and/ Chief Financial Officer in making
investments on behalf of the Munisipality shall always be to obtain the best interest rate on
offer, this consideration must be tempered by the dagree of risk involved in regard fo both
the financial instifution and the investment instrument concemed. No investment shalt be
made with an institution where the degree of risk is perceived to be higher than the average
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risk associated with investment insfitutions.  Deposits shalt be made only with registered
deposit-taking institutions (ses Gazette 27431 1 April 2005).

INVESTMENT PROCEDURE

8.1 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,

8.z Short-temt Investment

a)
b)

¢l

d)

&)

The tarm of investment shail not be more than 12 months.

Quotations must be obiained fram a minimum of three financial institutions, for the term
of which the funds will be invested.

Shouid one of the institutions offer a better rate for a term, other than the term originaily
quoted for, the other institufions which were approached, must alse be asked o quois
a rate for tha other term.

Quotations can be obtained telephonically, as rates generally change ona regular basis
and time is a determining factor when investments are made

No atterpts must be made 1o make institutions compete with each other.

8.3 Long-term investment

)

b)

YWritten quotations must be obtained for investments made for pericds longer than
twelve months,

Thea prior approval of the Council must be obtained for all investmenis made for periods
jonger than fwelve months after considering the cash requirement for the next three

years.

5.4 Investment maturity

a)

Upen maturity of the investment the Municipaiity shalf do one of the following.

i. Shall withdraw the whole amount invested.

ii. Shall re-invest 100% imerest plus the original amount that had been invested, in
terms of the investment procedure, unless if Council wishas to utilise the original
money or the interest.

ik, Shall withdraw the interest and re-invest the original capital amount.

) Early withdrawal of invested funds

a}

When investing the funds with the banking institutions tha Chief Financial Qfficer shall
ensure that such funds are not withdrawn earlier than the maturity date agreed upon,

]
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5.6

by so doing the Municipality will not incur fruitiess and wastefut expenditures in form of
penalties resulting from early withdrawal of investments.
The Chief Financial Officer shall only withdraw funds if :
iy the banking institution soncerned has agreed to exempt any penalties due o early
withdrawal of investment or,
il the Accounting Officer may grant approval to withdraw the invested funds after
heishe has satisfied himself/herself that the wgency was unforeseeable at the
~ time when funds were invested and that the need for funds far cutweighs the

penalties being paid for such sarly withdrawal.

Call deposits and fixed deposits:

a}

b)

Before making any call or fixed deposite, the Chief Financial Officer, shall obtain
quotations from at least thres registered financial institutions.

Given the volatility of the money market, the Chief Financial Officar, shall, whenever
necessary, reguest quotations telephonically, and shall record in an appropriate
register the name of the institution, the name of the parson contacted, and the relevant
terms and rates offered by such institulion, as well as any other information which may
be relevant (for example, whether the interest is payable monthly or only on maturily,
and so forth).

Once the best investvent terms have been identified, written confrmation of the
telephonic quotation must be immediately obtained (by facsimile, e-mail or any other
expedient means).

Any monies paid over to the investing institution in terms of the agreed investment
{other than monies paid over in terms of part 8 below) shal be paid over only to such
inatitution feelf and not to any agent or third parly. Once the investment has been
made, tha Chief Financial Officer shall ensura that the Municipality receives a propery
documented receipt or certificate for such investment, issued by the institution

concerned in the name of the Municipality.

DELEGATION OF AUTHORITY

The delegation to authorige investments must distinguish between short term & long-term

invastments. The authority to make long-term investments as provision of secunty, is vested

with the Municipal Council in terms of Section 48 of the MFMA ard with reference o section

11{1) {h) of the MFMA dealing with cash management, the responsibilily to make short

investments lies with the Accounting Officer ar Chief Financial Officer or any other semor

financial officer authorised by either the Accounting Officer or the Chief Finandial Officer/

relevant assignse.

T
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11.

The Local Govemment Municipal Systems Act of 2000, Section 3, {60} (2) states that the
Municipat Council may only delegate to an Accounting Officer, Executive Committes, Mayor
or Chief Financial Officer decisions to make investmenis on behalf of the municipality within

a policy framework detarmined by the Binister of Financea.

The Chief Financial Officer is responsible for the investment of municipality’s funds that are
made under section 13 of the Municipal Finance Management Act.

INVESTMENT {SSUE PERTAINING TO MUNICIPAL COUNGIL APPROVAL
In the svent that an investment that needs to be made. guolations are required from at least

three registared financial institutions. In the case of lelaphonic quotstions, the following
information is required:

ay  The name of the Institution,

b)  The name of the person, who gave the quotatian,

¢) The relevant tetmns and rates and

dy  Other facts such as if interest i payable on a monthly basis or on a compound basis

upon maturation.

Al investment documents must be signed by two authotised chegue signatories.

The Chief Financial Officer must ensure that a bank, insurance company or other financiai
institution, which at the end of a financial year holds, or at any time during & financial year
held, an investment for the Municipality must:

a)  Within 30 days after the end of that financial year, notify the Auditor-Genaral, in writing,
of that investment, including the opening and closing balances of that investment in that
financial year and

b]  Promptly disclese information regarding the investmant when so requested by the
National Treasury or the Auditor-General.

¢} Promptly disclose information of any possible or actual change in the investment
portfolio, which could or will have a material adverse effect.

MUNICIFAL ENTITIES
The board of Directors of all municipal entities must adopt this cash managemeant and

investment policy. Further, the same municipal entities must submit reporis, as detailed in
the reporting and monitoring procedures, in the same manner as Ugu District Municipality, to

the Mayor.
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13.7

POLICY REVIEW
This Peticy must be reviewed annually and be tabled to the Municipal Council for approval.

INTERNAL CONTROL PROCEDURES
An investment register shoukd be kept of all investments made. The following facts must be

indicated:

at  Name of institution;

b}  Capital bwested,

¢} Date invested,

d}  Interest rate; and

e}  Maturity date and

f} Interests earned on investments.

The investment register and accounting records must be reconclied on @ monthly basis.

The investment register must be examined on a forinightly basis by the senior official under
the direction of the Chief Financial Officer/ assignee as instructed, to identify investmants
falling due within the next two weeks. An investment plan must then ba established for the

next calendar month bearing in mind the cash flow requiraments.

Interest, corractly calculated, must be received timeously, together with any distributable
capital. The Chief Financial Officer or hisfher assignes must check that the interest is
cafculated correctly, in terms of sound universally accepted financial management practices.

Investrment documents and certificates must be safequarded in a fire resistant safe, with dual
custody. The following documents must be safeguarded:

a) Fixed deposit letter or investment certificats;

b}  Receipt for capital invested;

¢} Copy of electronic transfer or chegue requisition;

d}  Scheduie of comparalive investment figures;

g}  Commission cerfificate indicating no commission was paid on the investment; and

f}  interest rate guoted.

All investment must be denominated in South African Rand (ZAR)

The Chief Financial Officer or his/her assignes is responsible for ensuring that the invested
funds have been invasted with registered financial institutions approved by the Republic of

12
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14,
t4.1

14.2

15.
15.1

South Africa; National Minister of Finance, Public Investors Commission or with a bank rating

of AA and endeavour to minimise risk exposure.

REPORTING AND MONITORING PROCEDURES
The Accounting Officer must within 10 days of the end if each month submit to the Mayaor or

Finance, Budget Control & Monitoring Committee a report describing in detail the investment
and cash flow position of the Municipality as at the end of the month.

The repott must contain a statemant, prepared in compliance with generally recognised

accounting principles/generally accepted municipal accounting principles, that states the:

a}  heginning market value for the period

b}  additions and changes to the market valus during the pericd

¢}  ending market valus for the period

d}  fully accrued interestiyield for tha reporting period

e}  the credit risk rating for the institutions whose sscurfties are held by the Municipality as
at beginning and end of the reporting pericd

fy  investments disposed of due to adverse changes in credit ratings

gy diversification of investments

hy  anyinvestments locked into & time period with an institution that has a rating that is not

acceptable according to Fitch, Naspers or CA-ralings.

PERMITTED INVESTMENTS
The Republic of South Africa: National Minister of Finance may identify by regulation in terms

of Section 158 of the Municipal Finance Management Act instruments or investments othar

than those referred to below in which Municipality may invest:

a) Deposits with banks registered in terms of the Banks Act, 1980 {Act No. 84 of 1990);

kY  Securities issued by the National Government;

c)  Investments with the Public Investment Commissioners as contamplated by the Public
Invastment Commissions Act, 1984 (Act No. 5 of 1984);

d) Listed corporale bonds with an investment grade rating from a nationalty or
intarnationally recognized credit rating agency;

e) Deposits with the corporation for Public Deposits as contemplated by the Corporation
for Public Deposits Act, 1984 {Act 46 of 1984}

fi  Banker's acceptance certificates or negotiable certificates of deposits of banke
registared in terms of the Banks Act, 1880 (Act 94 of 1800},

gl Municipat Bands issued by a Municipality

h]  Guaranteed endowment policies with the intention of establishing a sinking fund; and

13
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16.

17.

18.
18.1

18.2

19.

20,

21.
21.1

21.2

i) Repurchase agreements with banks registered in terms of the Banks Act, 1990 {Act 94
of 1880}

EXISTING INVESTMENTS
Current investments that were not pemmitted investments at the time of purchase do not have

to be liguidated.

INVESTMENT DIVERSIFICATION
The Chief Financial Officer must ensure that available money is not invasted with ane

institution. Investment will be restricted to institutions with a minimum credit rating of [AA).

The maximum term for any investment, may be 2 years, other than ceded investments.

PERFORMANCE EVALUATION
The petformance of the investmeant portfolio must be evaluated quarterly. The time weighted

yield atiributable fo the investment portfolia must be calculated each quarter and compared

with the prevalling returns available on securities issued by the National Government.

A report discussing the performance of the investment portfolic must be submitted to the
Chief Financial Officer within 10 days of the end of each quarfer.

USE OF INDEPENDENT INVESTMENT MANAGERS

Should tha need arise to use an investment manager at any time; one will be appoinied using

Supply Chain Management principles and practices.

UNALLOCATED RECEIPTS
All unclaimed and unidentified deposits older than three (3} years shall be publicised in a

local newspaper on an annual basis and if uncltaimed within the specified tima frame, such

monias will be transferred to sundry income,

PAYMENT OF CREDITORS
Due to the high bank charges with regard to chegque paymanls, it is essential to Timit the

payment of creditors to one payment per craditor per month. Should the facility be available,
payments should be done by electronic transfer (subject to strict controis).

When considering the time to pay a creditor, proper consideration must be given to the

conditions of credit terms of payment offered.
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21.3

22,

2213

2.2

223

22.4

22.5

22.6

22.7

22.8

23,

24,

241,
24.1.1

a) Incases where a cash discount is given for early setfernent, the discount, if the relevant
firne scale is taken into account, must in most cases be more than any investment
benefit that could be received from temporarily investing the funds.

b)  If discounts are offered for early settlement they must be properly considered and

utilised.

Besides this, the normal conditions of credit terms of payment offered by suppliers, must also
be considered and utilized to the fult by paying on the due date and not earller, pravidead that

no worthwhile discount is available or offered.

BANK AND CASH IN TERMS OF THE LOCAL GOVERNMENT: MUNICIPAL FINANCE
MANAGEMENT Act NO.56 of 2003, Chapter 3, Part 1.

All names of bank accounts must be changed 1o the name of the newly created municipalilty,

Mew bank acoounts must be opened i required,

All cheques received from the disestablished municipaliies must be banked,

Al bank accourts currently held and transferred to the municipality must be accounted for in
the new accourting systent,

The official responsible must ensure that the name changs on the accounts has been
effected,

All bank and cash must be mads in temms of the Cash Management Paolicy,

Every municipality must open and maintain at least one bank account in the name of the
municipality and

All money received by & municipality must be paid into its bapk account in the name of the

municipality as per the abovementioned legislative framework.

MANAGEMENT OF STOCK
Cash management must ba improved by seeing that adequate stock confrol is exerted over

all goods kept in stock,

SHORT- AND EONG-TERM DEBT

A municipality may only incur debt in terms of the Municipal Finance Management Act No.
56 of 2003.The municipality may incur two typss of debt, namely shott-term and long-term
debt.

SHORT-TERM DEET
A municipality may incur short-term debt only when necessary {o bridga:

al  Shortfalls within a financial year during which the debt is incurred, in expectation of

specific and realistic anticipated income to be recetved withits that financiat year or

15
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by  Capital needs within a financial year, to be repaid from specific funds to be received

from enforceable allocations or long- term debt commitments.

24.1.2 A municipality:

24.2,

25.

28,

27.

a)  Must pay off short-term debt within & financial year and
by  Way not renew or refinance its short-term debt.

LONG-TERM DEBT
A municipality may incur long-ternm debt for purposes of {inancing its long-term strategic

objectives, as outiined in the Constitution of the Republic of South Africa, Act Ne. 108 of
1886, and Chapter 7 on Local Governmeant.

g To provide democratic and accountable government for local communities,

b} To ensure the provision of services 1o communities in a sustainable manner,

¢y To promaole social and economic development,

dy  To promote a safe and healthy environment and

g) To encourage the involvement of communities and community organizations in the

matters of local government.

COMPLIANCE AND ENFORCEMENT
a) Violation of or non-compliance with this Policy may give a just cause of disciplinary

steps to be taken.
by £ will be the responsibility of Accounting Officer to enforce compliance with this Policy.

EFFECTIVE DATE
This Policy shall come 1o effect upon approval by Council of Ugu District Municipality.

POLICY ADOPTION
This Policy has been considered and approved by the COUNCIL OF UGU DISTRICT
MUNICIPLAITY as follows:

Resclution Mo...oov e oo e

Approval Date .o

16
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1.

3.2

DEFINITIONS
In this Policy, unless the context otherwise indicates, a word or expression to which a

meaning has  been assigned in the Act, has the same meaning as in that Act.

sAccounting Officer” means the Municipal Manager of Ugu District Municipality
"Chief Financial Officer’” means the Chief Financial Officer of Ugu District Municipality
“Council® means the Council of Ugu Bistrict Municipality

“MFMA™ means the Municipal Financial Management Act, 2003 {Act No 56 of 2003)
“Municipality” means Ugu District Municipality

“GRAP" means Generally Recognised Accounting Practices standards.

QBJECTIVES OF THE POLICY

The objectives of this Policy are to:
a.  Ensure that the Medium Term Revenue/Expenditure Framework {Annual Budgst) of

the Municipality is appropriately funded.
b.  Ensure that cash resources and reserves are maintained af the required levels to avoid

unfunded liabilities.
c.  To achieve financial stability in order to provide sustainable levels of service delivery to

the community.

SCOPE AND INTENDED AUDIENCE
The Funding and Reserves policy aims to ensure that the Municipality has sufficient funding

in order to achieve its objectives through the implementation of its operating and capital

budgets.

This Policy aims to set guidelines towards ensuring financial viability over both the short- and

long-term which includes reserves reguirements.

REGULATCORY FRAMEWORK
The legistative framework governing funding of the Annual Budget is:

a. Local Government Municipal Finance Management Act, 2003 (Act No. 56 of 2003);

and,
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5.

5.2

6.2

g2

b. Local Government: Munisipal Budget and Reporting Regulation, Regulation 383,
published under Govermnment Gazette 32141, 17 April 2008,

FUNDING OF THE AKNUAL BUDGET
An annugl budget may only be funded from:

a. Cash backed accumulated funds from previous years’ surpluses and reserves not
committed for any other purpose;

b.  Realistically antisipated revenues to be collected;
Borrowed funds only for capital expanditure, and

d.  Granis and subsidias.

Realistic anticipated revenue projections must take into account:
a. Projected revenus for the cument year based on the previous year's billing mformation.

b.  Actual revenue collected in pravious financial years.

QPERATING BUDGET

The operating budget provides funding to depariments for their medium term expenditure as

planned. The Municipality categorises services renderad to the community according to its

revanue generating capabilities in line with the tariffs policy

a) Trading services — services that generate surpluses that can be used for cross
subeidisation to fund other services.

bl  Economic sarvices — services that break even with no surpluses.

c) Rates and general services — services that are funded by surpluses generated by
trading services, andfor other revenuss generated such as, interest received, grarits

and subsidies &lc.

The operating budget is funded from the following main sources of revenue:

a)  Surpluses generated from service charges.

b}  Governmerti grants and subsidies.

¢} Other revenue, interest received ete.

d}  Cash backed accumulated surpluses from previous years not committed for any other

PUFpOses.

The following guiding principles apply when compiling the operating budget:
al  The annual budgst must be balanced and funded.
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b}

d}

i}

g}

h}

Growth paramefers must be realistic taking info account the curerdt ecenomic

condilions.

Tariff adjustments must be realistic, taking infc consideration the general infiation,
affordability, bulk increases and the damand according to the approved Integrated
Devealopmant Plan (I0P),

Revenue from government grants and subsidies must be in line with aliocations gazetie

in the Division of Revenue Act and provincial gazattes.

Revenue from public contributions, donations or any other grants may only be included
in the budgst if there are acceptable documentation that guarantees the funds such as:

{H Signed service level agresment;

{ii} Contract or written confirmation; or

{ti}  Any other legally binding documaent.
Projected revenue from service charges must be realistic based on current and past
trends with expected growth considering the current aconomic conditions. The following

factors must be considerad for each service when applicable:

Metered services namaly water

&a) The consumptian trends for the previous financtal years;
bl Envisaged water restrictions when applicabie; and
ac) Actual revenue collected in pravious financial years.

Sewerage services:

aa) The actusl number stands/consumer points receiving the service and the
consumption frends per category, and
bby  Actual revenue collected in previous financial years.

Rebales, exemptions or reductions for service charges ars budgeted either as revenug
foregone or as axpenditure most often {grant) as per directive in MFMA Budget Circular
51 depending on the conditions thereof,

Other projected income is charged in terms of the approved sundryt tarifis and fines
considering the past trends and expactad growth for each category.
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7}

I}

k)

Provision for revenue that will not be collected is made against the expenditure item
bad debt and based on actual collection levels for the previous financial year and the

prejecied annual non-payment rate.

Interest raceived from actual fong-temm and of short-term investments are based on the
amount reasonably expected to be earned on cash amourts avaitable during the year
according to the expected interest rate trends. The actual amourt allocated for interest
on investments is contributed to the Capital Replacement Rasearve.

Transfers from the accumulated surplus to fund operating expenditure will only be
allewed for spacific once-off projects and with no recuning operaling expenditure

resulting there from.

Transfers from the accumuiated surplus to offset the increased depreciation charges
as a resull of the implementation of GRAP 17 will be phased out over a number of

years,

A detailed salary budget is compiled on an annual basis. All funded positions are
budgeted for in total and new andfor funded vacant positions are budgeted for six
months only of the total package considering the recruitment process. As a guiding
principle the salary budget should not exceed the parameter (percentage) of the
aggregate operating budget component of the annual or adjustments budget, the
patameters as may be contained in the budget circular issued by National Treasury

from time fo time.

{Depreciation charges are fully budgeted for according to the asssat register and ta limit
the impact of the implementation of GRAP 17 a transfer from the accumulated surplus
is made) However the annual cash flow requirement for the repayment of borrowings

must fully be taken into consideration with the setiing of tariffs.

To ensure the health of municipal assets, sufficient provision must be made for the
maimtenancs of existing and infrastructure assets based on affordabla levels, resuliing
that maintenance budgets are nommally lower than tha recommended levels. Therefore
the mere reduction of maintenance budgets to balance annual budgets must carefully
be considered. As a guiding principle repair and maintenance should constitute
between 5 and 8% of the camying vaiue of the property, plant and egquipment and
should annually be increased incrementally until the required targets are achieved.

Individual expenditure ling items are fo be revised each year when compiling the budget

G
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.2

7.3

7.4

to the average inflation rate and macro-economic indicators unless a signed agreement

or contract stipulatas otherwise.

CAPITAL BUDGET

The capital budget provides funding for the Municipality's capital programme based on the
needs and objectives as identfied by the community through the Integrated Development
FPlan and pravides for the eradication of infrastruciural backlogs, renewal and upgrading of

existing infrastructure, new developments and enfargement of bulk Infrastructure.

Capital expenditure may only be incurred on a capital project if;

a. The funding for the project has been appropriated in the capital budget.

b, Thea total cost for the project has been approved by Council.

c.  The futire budgetary implications and projected cost covering all financial years until
the project is operational has been considered.

d.  The imphcations of the capital budget on municipal tax and tariff increases baen
considerad,

e.  The sources of funding are available and have not been committed for other purposes.

Provisions on the capital budgst will be limited to availakility of sources of funding and
affordability. The main sources of funding for capital expenditurs are:

{2} Accumulated cash backed internal reservas;

{b} Borrowings;

fe}  Government grants and subsidies; and

{d} Public donations and contributions.

The following guiding principles apply when considering sources of funding for the capital
budget:

() Government granis and subsidies:

i Only gazelte allocations or transfers as reflected in the Division of Revenue Act
of allocations as per provincial gazettes may be used to fund projects,
ii. The conditions of the specific grant must be taken into consideration when
aliocated o a specific project; and
ifi. Gaovermnmeni grants and subsidies allocated fo specific capital projects are
provided for on the relevant depanment’s operating budgst to the extent the
condilions will be met during the financial year,
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(BY  In the case of public contributions, donations andfor other grants, sush capital projects
may only be incfuded in the annuat budget if the funding is guaranteed by means of:
i. Signed service level agreement;
i. Caontract or written confirmation: and/or
fii. Any other legally binding document.

{c) Public donations, contributions and cther grants are provided for on the relgvant
department's operating budget to the extent the conditions will be met during the

financial year.

{d} The borrowing requirements, t¢ be used as a basis to determine the affordability of
exlernal loans over the Madiurn Term [ncome and Expendilure Framework. The ratios
fo be considered to take up additional borrowings:

i. Long-term credit rating of BBE;
ii. intersst cost to total expenditure fo not exceed 8%,
il Long-term debt to revenue (exciuding grants) not to exceed 50%;
B, Collection rate of above 85%;
W, Percentages of capital charges to operating expenditure less than 18%.

{8} Allocations to capital projects from cash backed internal reserves will be based on the
available funding for each ring-fenced reserve according to the conditions of each
reserve as follows:

i. infrastructure projects to service new developments and the revenue is received
through the sale of stands/tand/site must be allocated to the capital raserve for
Services,

il Capital projects of a smaller nature such as office equipment, fumiture, plant and
equipment etc. must be allocated to the capital raserve from revenue which is
funding from the revenue budget for that specific year. A general principle is that
these types of capital experditire should not exceed more than 1% of total
oparating expenditure;

ii. Capital projects to replace andfor upgrade existing assets may be allocated to
the capital replacement reserve;

v Capital projects to upgrade bulk services will be allocated to the capital bulk

sontributians reserve for each service,

7.5 Al capital projects have an sffect on fulure operating budget therefore the following cost
factors should be considered before approvak:
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8.2

9.1
0.2

10,
10.1

10.2

a)  Additional personnet cost to staff new facilities once operational;

by  Additional contracted services, that is, security, cleaning efc.

o)  Additional general expenditure, that is, servicas cost, siaticnery, telephones, material
elc,

dy  Additional other capital requirements to the operate facility, that is, vehicles, plant and
equiprment, fumiture and office equipment ete,

ey Additional costs fo maintain the assets;

fy  Additional interest and redemption in the case of borrowings,

gy  Additional depreciation charges,

hY  Additional revenue generation. The impact of expenditure items must be offset by

additional revenue generatad o determine the reat impact on tariffs.

CASH FLOW MANAGEMENT
The availability of cash is the most important requirement for financial sustainability and must

be clozely monitored by the Chief Financial Officer. In doing sc the Chief Financial Officer
must ensure a minimum sash on hand fo cover 80 days operational expenditurs.

Surplus cash not immediately required for operational purposes must be invested in terms of
the Municipality'’s Cash Banking and Investment Policy to maximise the return on cash.

MANAGEMENT OF DEBTORS
Dabt is managed in terms of the Municipal credil conirol and debt collection policy.
The provision for bad debis is budgeted as an expense and is basad on the prejected annual

non-payment rate for each service.

DONATIONS, GRANTS AND SUBSIDIES.
Revenue from donations or any other granis may only be included in the budget

if there is acceptable documentation that guarantees the funds such as:
ay Signed service level agreement;

by Contract or written confirmation; or

¢y Any ather legally binding document.

The conditions of the specific grant must be taken inlo consideration when allocated t© a
specific project. Government granis and subsidies allocated o specific capital projacts are
nrovided for on the relevant department's operating budget to the extent that the conditions

will ke met during the financial y=ar.
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1.
11.1

12,

13,

THE CAFITAL REFLACEMENT RESERVE
All reserves must be “ring fenced” and “cash backed” as internal reserves within the

accumuiated surplus, except for provisions as allowed by GRAFP.

Onece the Municipality has reached its maximum gearing akility, no further borrowings can be
taken up. The Municipality must invest in a capital replacement reserve. This reserve
provides internal funding for the Municipality's capital replacement and renewal programme.
Contributions to the capitat replacement reserve through the operating budget will be:

al Interast received on invesiments,;

Y Proceeds from sale of assets,

THE CAPITAL CONTRIBUTIONS
These supplement capital expenditure for the necessary expanzions and upgrading of bulk

infrastruciure. Revanue generated from capital contributions is allocated to this reserve for
gach applicable service. The unspent coniributions must be cash backed to ensure

availabllity of cash when the infrastructure upgrades are required.

PROVISIONS

A provision s recognised when the Municipality has a present obligation as a result of 4 past
event and it iz piobable, more Fkely than not, that an outflow of resources embodying
ecanontic benafits or service potentiat will be required to settle the oblgation and a reliable
astimate can be made of the amount of the obligation.

Pravisions are revised annually and those estimates to be setifed within the next twelve {12)

months are treated as current lakilities.

Tha Municipality has the following provisions:

fal Leave provision
Liabilities for annual leave are recognised as they accrue to employees. An annual
provision is mads from the operating budget to the [eave provizsion. Dus to the fact that
not all leave balances are redeemed for cash, ondy 75% of the leave provision is cash
backed,

(b]  Long services awards
Municipat employees are awarded leave days acconding fo years in service at year end.
Due {0 the fact that not alt long service leave balances are redssemed for cash, only
75% of the long service leave provision is cash backed.

0
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14,
14.1

14.2

15.

16.

17.

(c)  Post employment medical care benefits
The Municipality provides post-retirement medical care benefits by subsidising the
medica! aid contributions fo refired employees and their legitimate spouses. The
entitlement 1o post-retirement medical benefits is based on employees remaining in
service up to refirement age and the completion of a minimum service period. The

expacted cost of these benefits is accruad over a pericd of employmant,

OTHER ITEMS TO BE CASH BACKED

Unspent conditional grant funding
Revenue received from conditional grants is recognised as revenue to the extent that the

municipality has complied with any of the ciiteria, condilions or obligations embaodied in the
agresment. Amounts in refation to the Unspant grant funding are therefore retained in cash
and are not available to fund any other items on the operating or capital budget othar than
that for which it was intended for,

Consumer Deposits

Consumer deposits are partial secuwity for a fufure payment. Deposits are considered a
liability as the deposit is ulilised once the agreement is terminated. The funds are owed to
consumers and can therefore not be utilised to fund the operating or capital budget.
Consumer deposits shoukd be retained in cash and ba ring-fenced.

POLICY REVIEW
This Policy will be reviewed anmually to ensure that it complies with changes in applicable

legislation and accounting standards.

COMPLIANCE AND ENFORCEMENT
Violation of or non-compliansce with this Policy may give a just causs of disciplinary steps to

be taken. _
1t will be the responsibility of Accounting Officer to enforce compliance with this Policy.

EFFECTIVE DATE
This Paolicy shall come to effect upon approval by Council of Ugu District Municipality.

11
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Dafinitlons

"Act” means the Local Sovernment: Municipal Finance Management Act, 2003 (Act No. 56
of 2003).

“Disclosure statements” means a statemeant isstied or {o be issued by:

» m munlcipality which intends fo incur debt by lssuing municipal debt instruments; and

& parson who interds to incur debt by issuing securities backed by municipal debt.

“Financing agreement” means any loan agresinent, lease, instalment, purchase
arrangement under which a municipality underfakes to repay a long-ferm debt over a period
of time.

"Lender’ means a person who provides debt finance to the Municipality.

"Long term debt” means debt repayable by the Municipakity over a period exceeding one

{1} year.
"Municipat debt” means:

fa} A monetary lizhility or obligation an a municipality by
= aflnancing agreement, note, debenture, bond or overdraft; and
= the issuance of municipal debt instruments.
(b} A contingent Liakility scwch as that created by guaranteeing a monetary liakility or

ohligation of ancther.
*Municipality” means Ugu District Municipality

“Becurity” means any mechanism intended to secure the interest of a lender or investor and

includes any of the mechanisms meanlioned.

“Short term debt” means debt that is repayabls over a pericd not exceeding one (1) year.
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2. Purpose
The pumpose of this Policy is to establish a borrowing framework for the Municipality and to
set out the objectives, policies, statutory requirements and quidelines for the borrowing of
funds, in order to:
2.1. Manage interest rata and cradi risk exposure;
2.2. Maintain debt within specified limits and ensure adequate provision for the repayment of

debf;

2.3. Ensure compllance with all Legistation and Council policy govarning borrowing of funds.

3. Legisiative Framework
Al borrowings made by the Municipalty shall be subject to the requirements of the Local
Gavernment: Municipal Finance Act, 2003 { ‘the MFMA™ and the Municipal Regulations on
Diabt Disclosure { “the Disclosure Regulations") made there under and published under GN R
482 in Gavernment Gazefte 20964 of 15 June 2007.

4, Typas of Debt
4.1. This Policy applies to the debt incurred by the Municipality through the issue of muanicipal
debt instruments or in any other way.
4.2. Without derogating from the generality of the preceding subparagraph, this policy will
appby:

4.2.1. To any dabi, whether short -term or fong term,

4.2.2. To any debt incurred pursuant fo any financing agreement, which includes any of
the following agreements under which the Municipality undertakes to repay a long-
tetm debt over a period of tima:

4.2.2.1. Loan agraements;
4.2.2.2. Leases:
4.2.2.3.  instalment purchase comracts,
4,224 Hire purchase arrangements,
423 Toany debt created by the issuance of municipal debt nstruments, insluding:
4.2.3.1.  Any note;
4,232, Bond:or
4,233  Debenture; and
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4.2 4. Toany conlingent liahility such as that created by guaranteeing a manetary liability

or abligation of anothet.

5. Principles Guiding Borrowing Practices

The foliowing principls shall guide the borrowing practices of the Municipality, namely:

51

52

5.3

. Risk Management The need to manage Interest rate risk, credit risk exposure and o

maintain debt within specified lImits is the foramost objective of the borrowing policy. To
attain this objeclive, diversification is required fo ensure that the Chief Financial Officer

prudently manages interest rate and credit risk exposure,

Cost of Barrowings - The borrowings should be stiuctured fo obtaln the lowest possible
inlarast rate, on the most advantageous ferms and conditions, taking cognizance of
bomrowing risk constraints, infrastructure needs and the borrowing limits determined by

Leqgislation;

Erudence: Borowings shall be made with care, skill, prudence and difigence. To this end,
officialz of the Municipalily are required {o:
5.3.1. adhere io this pollcy, and other procadures and guidelines;
53.2  exercise due diligence,
5.3.3. prepars all reports in a timely fashion;

5.3.4. ensure sfrict compliance with all Legistation and Councit policy.

6. Factors to ke taken into account when borrowing

g.1.

The Municipality shall take into account the following factors when daciding whether to

incur debt:

6.1.1. the type and extent of benefits to ba obtained from the bormowing;

6.1.2. the length of fime the benefits will be received;

6.1.3. beneficiarias of the acquisition or development financed by tha debt;

6.1.4. the impact of intarest and redemption payments on both current and forecasl
income;

§.1.5. the current and future capacity of the Municipality's revenus base to pay for
Borrowings;
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6.1.6. other current and projected sowrces of funds;
£.1.7. likely movements in interest rates for variabie rate borrowings.
8.1.8. compsting demands for funds;
6.1.8. timing of money market inferast rate movements and the long term rales on the
interest rate curve.
8.2, The Municipality will, in general, seek to minimise its dependenca on borrowings in order

to minimise future revenue committed to debt sarvicing and redemption charges,

7. Sources of Borrowings
7.1. Subject to any particular determinafion of the Council of the Municipality, the Municlpaiity
may enter into financing agreements with:
7.1.1. Reqistersd South African Banks,
7.1.2. The Developmant Bank of Scuthern Africa,
7.1.3. Vendors of goods acquired under instalment purchase contracts or hire purchase
arrangements;

7.1.4. Any other instiution approved by the Councll from time to time.

7.2. Unlass the Council of the Municipality specifically detarmines otherwise, the Municlpallty

shall not incur any debt by the issuance of any municipal debt instruments,

5. Short<ferm Debt
8.1, The Municipality may incur short —term debt only in accordance with and In the
circumstances contemplated in Section 45 of the MFMA.

5.2. in particudar, tha provisions of section 45 {1} of the MFMA must be noted, these requiring
that the Municipality may incur short —term debt only when necessary 1o bridge:

8.2.1. Shorifalls within a financlal year during which the debt is incurred, in expectation
of specific and reallstic anticipated income to be received within that financial year;
of

§.2.2. Capital needs within a financial year, to be repaid from specific funds to be received

frem enforceable aliocations or long-term debt commitments.
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8.3. Furtharmore, as required by section 45 {4} of the MFMA, tha Municipality must pay off
short term debt within the financial year.

9. OCwverdraft Facility
0.1, Overdraft facilities are regulated by Section 45(3) of the MFMA.

16. Long Term Debt
10.1. The Municipalty may incur longterm debt only in accordance with and in the

gircumstances contemplated in Section 46 of the MFMAL

10.2. Lang-term debi may be incurred only for the purposes contemplated in Section 46{1})
of the MFMA, namely:
10.2.1. Capital expenditure on property, plant or equipment to be used for the purpose of
achieving the objects of local government, as set out in Section 152 of the
Constiution; or

10.2.2. Refinancing existing long term debt, subject to saction 46(5).

1. Council approvail
Sections 45(2) and 46(2} require that short-term debt and tong-term debt respectively may be
incurred only ift
11.1. A resolution of the Council, signed by the Mayar, has approved the debt agreement;
11.2. The Accounting Officar has signed the agreement or other dacumant which creates ar

acknowledges the debt.
12. Refinancing
12.1. Short-term debt may not be renewed ot refinanced where that would have the effect of

extending the shart-term debt inte a new financial year,

12.2. The Wunicipality may borrow in order o refinance fong-term debt subject to the
conditions contained in Section 46{5) of the MFMA.
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13. Early repayment cof lcans

14.

15.

16.

13.1. No loans will be repaid before dus date unless there is a financial benefit to the
Municipality,
13.2. The Municipality shall thersefore assess the nature and extent of any bensfits of satly
repayment before it makes any such early rapayment.
13.3. Cognisance must be taken of any early repayment penally clauses in the initial loan

agreement, as part of the assessment.

Debt Repayment Period
14.1. As far as is practical, cognisance must be taken of the useful lives of the underlying

assets to be financed by the debt for purpases of determining the duration of the debt.

14.2. Should it be established that it is cost effective to borrow the funds for a duration shorfer
than that of the life of the asset, the Municipality should endeavour to negotiate terms

for tha [oan agreement an a shorter duratlon.

Provision for Redemptlon of Loans
151. The Municipality may set up sinking funds to facilitate loan repayments, especially
when the repayment is to be met by a bullet payment on the maturity date of the loan.

18.2. Such sinking funds may be invested directly with the Lender's Bank.

15.3. The matuity date and accumulated value of such investment must coincide with the

maturity date and amourd of the intended loan that is {o be repaid.
Neh-Repayment or Non-Servicing of Lean
16.1. The Municipality must honour all its loan obligations.
16.2. Failure to effect prompt payment may jeopardise the Municipality's credi rating and

adversely affect the ahility of the Municipality to raisa loans in the future loans at

favourasble inferest rates,
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16.3. In addition fo enswing the tmsly payment of the loans, the Munlcipality must adhere
to the covenants stipulated in the loan agreements, including, in particular, the following

where applicable;

16.3.1. furnishing audited annual financial statements;
16.3.2. maintaining long-term credt rating;

16.3.3. reporting of matenial changes in financial position of the Municigality.

17. Borrowing for Investment Prohibited
The Murnicipatity shall not under any clreumstances borrow funds for the purposes of investing

them.

18. Security
18.1. Section 48 of the MFMA provides that the Bunicipality may provide sscurity for any of
its debt obligations in any of the forme refarred to in Section 48{2}).

18.2. Such security shall be given only pursuant fo a resolution of the Council, which

resalufion must comply with the provisions of Section 48(3}, {4} and {5) of the MFMA.

19, Disclosure
18.1. Section 42 of the MFMA requires that any person involved in the borrowing of money
by & municipality must, when interfacing with a prospective lender or when preparing
documentation for consideration by a prospective investor Any Official involved in the
securing of loans by the Municipality must, when inferacting disclose all relevant
information in that persons possession of within that person's knowledge that may be
material to the decision of that lender or investor, and take reasonable care to ensure the

accuracy of any information disclosed.

18.2. In addition the Disclosure Reguiations establish detailad requirements for the
disclosure of information to prespective lenders and investors. Regulations 2, 3, 4, &,
15, 16 and 17 are of particular importance 1o the Municipality, given the nature of the

borrowlngs which it intends to maka.
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20, Guarantees
Tha Municipality may issues guarantees only in accordance with the provisions of Seclion 30
of the MFMA.

21, internal Control
The Accounting Officer shall ensure that mechanisms, procedures and systems are put in

place to ensure that;

21.1. Duttes are separated in order to prevent fraud, collusion and cther misconduct;
21.2. loan agreements and contracts are kept in proper safa custody;

21.3. there is a clear delagation of duties relating to the barrowing process;

21.4. senior officials check and verify all fransactions;

21.5. transactions and repayimernts ara propetly documented;

21.6. a Code of ethics and standards is established and adhered to;

21.7. procedures relating to the botrowing process are established.

22, National Treasury Reporting and Monitoring Requirements
The Municipaiity shalt promptly submit all retums and reports relating to borrowings as
required by National Treasury, including reports on the Municipality's external inferest paid
each month, and the quarerly itemlzation of all of its extermal borrowings.

23. Other Reporting and Menltoring Requirements
23.1. The Municipality shall on a monthly basis perform the following control and reporting

functione relevant to borrowings:
23.1.1. Reconciliation of bank accounts;
23.1.2, Payment requisition verification and authorization,
23.1.3. Complation of South African Reserve Bank returns;
23.1.4, Maintain schedule of payment dates and amounts;
23.1.5. Complete National Treasury Cash Flow returns;
23.1.6. Submisslon of particufars of bomrowings as requlred by Section 71 of MFMA;
23.1.7. Perform analysis of ratios;

23.1.8. Sorutinise loan agreements {o ensure compliance with toan covenants.

11
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23.2. The Municipality shall on 2 quarterdy basis perform the following contral and reporting
functions relevant to borrowings:
23.2.1. Submit National Treasury Borrowings return
23.2.2. Prepare debt schedulas for reporting to the Executive Commities.

24, Relzted Policles
This Palicy must be read in conjunction with the following other policies of the Municipality:
24.1. Budget Process Policy,
24.2. Cash Management and [nvestment Policy,
24.3. Virement Policy.

25. Municipal Manager io Implement Policy
The Municipal Manager, as Accounting Officer of the Municipality, shall be respansible for
implamenting this Policy, provided that he or she may delegate in writing any of his or her

powers under this Policy to any alher offictal of the Municipality.

26, Effective Date

The Policy shall come to effect upon approval by Council,

27. Policy Adeption
This revised Policy replaces the curenl Policy; it has been considered and approved by
the COUNCIL OF UGU DISTRICT MUNICIPALITY as follows:
Resolution Moo

Approval Datel. .o

12
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Appendix A

DISCLOSURE REGULATIONS
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Council resalves In terms of section 111 of the Local Government Municipal Finance Management Act {MNo. 56

of 2003}, to adopt the following proposal as the Supply Chain Management Palicy of the Ugu District

hunicipajity for the 2002472015 Financizk Year
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1. Introduction
(1] In terms of section 217 of the Constitution of the Repablic of Scuth Africa, 1994

"When on organ of stofe in the notionod, previnciol or loca! sghere af government, or any ofher
institytion identffied in notional legisiotien, contracts for goods or services, It must do 5o it occordance

with a system which & foir, equitable, tronsparent, competitive and cast-effective.”

Supply Chain Management is a critical suppert function to ensure effective and eificient service delivery
to achieve the mandates and chiectives of the munlcipality, The diagram below graphically iltustrates
the various elements of the supply chain management system and how they interact with the ovaeral

S system.

Central to the ST system are the four elements of Demand Management, Acquisitions Management,
Loglstles Banagement (Stores) and Disposals Management. Underpinning the entire SC system are
the two pillars of Supply Chain Performance and the Supplier Database. The SCR system has to be
supparted by effective and efficient SCM systems, policies and standard operating procedures that

achieve the overall SCHW strategy and objectives.

- __ __ __ __ ___ ___ __ ____ ________ ____________________________
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(2] Crermand hanagement
Demand Management is the first phase of Supply Chain Maragement. It is the action of assessing "what’
good and/or service is needed, and then ‘planning considering local content and product” when and

how that gond and/or service wifl be asquired.

Pemand Manapement starts with the assessment of, and accepts input from:
¥ The Integrated Developrment Plan;
* %aryice Delivery Budget Implementation Plan;
v Approved Budget; and
v

Existing Contract Reglster,

& critical cutput of demand management |5 the generation of annual procurement plans by the end-
user Depariments at the beginning of the finandial year that are approved by the Accounting Officer,
Procuremeant during the year will be guided by these procurement plans, with any deviations thereto
approved by the Accounting Officer, The primary intenticn of these procurement plans are to identify
poods and services required well in advance, to identify the appropriate procurernent method to be
deployed and to implement the necessary procurement processes timeously 1o ensere cormpliance and

1hat goods and services are procured an time and when needed.

(3} Acquisttions Management
The ward ‘acquire’ means 1o obtain or attain something which, in the Government context, may be &
good, works andfar service that is required to i1l a need. Acquisitions Management thus refers to the
management of the entlre process of scquiring that particudar good, works and/ar service which
satisfies the need. This process covers the acquiring of the gasd, works andfor service by implementing

the sourcing strategy determined by Demand Management and the administration thereof.

The primary objective of Arqulsitions Management is to fufil the demand determined by the Demand
Mattagement phase of Supply Chain Management, Acquisltlans dManagement is thus deiven by the
hunicipality's Procurement Fan and refers to a8 process of establishing: what will be acquired, when,
hew and from where it will be acquired, how much is required and at what price, as well as contracting
with the vendor. The desired cutcome is & well-managed process of acquisition that resulis in the

satfsfactlon of the need that arose.

{4) Logistics Management
Logistics Management is the third element of Suppty Chaln Management and deals with the ordering
and provisioning of goods, works andfor services within the Municipality. |t is the process of

determining when goods, worls andfor services are procured, recelved, stored and distrtbuted,

A T Y e —
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Typicably this invalves the processes of ordering, recelving, pavment, provisioning and managing

inventory,

{5l Dlsposal Management
Dispasal is the final process when the institutlan needs to do away with unserviceable, redundant or
obsslete movable assets dane jointly by SCM& Asset Managernent. The Accounting Officer appaints 2
specific commiitee to deel with dizposals, to make recommendatians wtth regard to the disposal of amy
inventary item. 1t is the respansibllity of the Accounting Officer or his/ her delegate to consider the

recommendation of the appointed committes.

(&) Supply Chain Management Performance
Supply chain management performancea is a critical component underpinning the entlre SCAA systam, It
iz twaofald in that, flrstly, there should be effective monitoring of the S0 system. This requires eflective
and effleient monitoring of the implementation of and adherence to the SCM polley and standard

operating procvedures, az well as Figorous and robust monitoring of vendor performance.

Secondly, it entails manthly reporting to relevant structures within the Munlcipality, 35 welt as exlernz]
structures, as a key component of the Supply Chain Management framewark. It interacts with each of
the main functional areas represented tn the framework and provides an overall lock at the
parformance af the Municipality's Supply Chiain Management. The kunicipal finance Management Act,
et No. 56 of 2003, and the Supply Chain Management Regulations, Practice Meotes, Instruction Motes
and Circulars, specify a number of reparting requitements that are recuired by Watlonal Treasury and

Provincial Treasuny.

(7] Supplier Datahase
Underpinning the entire SCh system i the leglstative requirement in terms of the 501 reguiations that
prescribes that the Accourting Officer shall maintain a 151 of accredited service praviders with whom
the Municipality shall procure fram, and the reles and regulations governing the maintenance of the

suppller datahase,

2. befinitions and abbreviations

(1) Definitions

I this Policy, unless the context otherwise indicates, a word or expressicn to which a meaning has heen

assigned in the Act has the same meaning as it the Act,
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"runrdcipality” means the Ugu District Bunicipality

“competitive hidding process” means a competitive bidding process referred 1o in paragraph 12 (1) {d)

of this Policy,
“competitive bid” means a bld in terms of a competitive bidding process,;
“days” means catendar days, Including weekends and public holidays;

“award®, in relation to bids or quotations submitted for a contract, means the linat decision on which

bid or guote to accept;
“farmal written price guotation” means guoiations referred to In paragraph 12 (1) [c) of this Policy;

“In the service of the state” means to be -
() amemberof -
[l ary menicipal coungil;
(il any provirelal leghslature; or
(ill] the Mational Azsembly or the Nationat Coundi of Provinces,

(bl amember of the heard of directors of any municips! entity;

{£} an official of any municipality or municipal entity;

{d) an employse of any natlonal or provincial department, natianal or provincial pubdic
entlty or constitutional instituiion within the meaning of the Public Finance
Management Act, 1990 (Act No.1 of 1999);

{e) amember of the accounting autharity of any natlanal ot provinelal public entity; er

{fl anemployes of Parfiament or a provinclal legislature;
"long term contract” means a contract with a duration period exceeding one year;

“list of accrediter prospective providers” means the llst of accredited prospective providers which the

municipadity must keep in terms of paragraph 14 of this policy;

"other apulicable legisiation” means any other legistation applicable to meniclpal supply chain
management, Including =
[a)  the Preferential Procurement Polley Framewerk Act, 2000 [AC Mo. & of 2000};
{bY  the Broad-Based Black Economic Empowerment Aet, 2003 [Act Mo, 53 of 2003} and
(c) the Construction Industry Development Board Act, 2000 [Act No.38 of 2000);

[ . ...
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"Treasury guidelines” means any puidelings on supaly chain management sswed by the hnister n

terms of section I68 of the Act:

"the Act” means the Local Government: Buniclpal Flnance Management Act, 2003 [fct Mo, 56 of 2003);

“the Regulatipns” means the Local Government: Municipal Firance kfanagement Act, 2003, Municipal

Supply Chain Management Regulations published by Govertiment Notice 268 of 2005;

“written guotations” means quatations referred to in paragraph 12(1)th) of this Policy;

"specific bid" means bid under consideration;

“end user” means the unit requiring service or goods to be procured;

"sole suppller” means the instance where there is only one supplier oo the munlelpalltles supply

database for the provision of particular geods o services ; and

“preferred supplier” means the status awarded to a suppller by the munlcipality subsequent to due

procurement pracess, awatting the fourteen day appeal process and resolution of any appeals received.

Black Designated Groups Means:
1]  Unemploved not attending snd not reaquired by law to attend an educational
institution and not awaiting admission to an educationat institutian.
by Black people wha are youth as defined in the National Youth Commissian Act of
1996,
) Black people who are persons with disabilities as defined in the Code of Gonds
Practice on employment of pecple with disabilities issued under the Employment

Equity Act
dy Black pecple [wing in rural areas and under-developed areas.

Black Pagple Means: Onfy nateral persons whe are clfizens of the Republic of South Africa by birth.

[2} Ahbreviations

i e Aceounting Offlcer
“BALC Bid Adjudication Committes
"BEBEEA" Broad-Based Black Economic Empowerment Act
“BEC” Bid Evaluvaticn Committes
"BELCY Bid Spetification Commitiee
“CEOY Chief Financial Officer
"CHPC” Companies and [stellectuzal Praperty Commission
*HOI” Histerically Disadvantaged individuals
RZMW" [KwaZulu-Matal
Ugu District Furicipality Pages &of 74 March 2014
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“BABD" rumicipal Bid Decuments

"MFITAY Biunicipal Flnance Maragement Act, 2003 [Act 56 of 2003}

“PPPFA" Preferential Procurement Policy Framework Act, 2000 (Act 5 of 2000)
“SCH” Supply Chalrt Management

eomu” Supply Chain Management Unlt

3.  Peilicy goal and ohjectives

(1 The gaal of the SCK poficy s to ensure that there are effective and efficient 5CM processes and systems
in place to create an enabling environment towards the Munlelpallty's service delivery chiectives, whilst

ensiving compllance with 3CM Jegisiation and regulations.

{2] The above goal shall be achieved through the fallowing chjectives:
v 8CM practice and procedures shall comphy with the SCA policy at alf times, unless authorised
otherwise by the Accauntlng Officer; and

v Appropriate and sufficient resources shall be made available to ensure compliance with the ST
palicy,

4.  Owerview of key SCM iegisiation

(11 The figure below provides a simplified graphlc averview of the legistative huilding blocks for SCK [n the

Llgu Distrlet Municlpality,

LEGISLATIVE MAMNDATES

e __—_______ _ _ __ _________|
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BAunicipality will comply with the fellowing legislative requirements that the SCB unlt of the

baunicipality 1s bound and gulded by:

(a}

by

The Constitution of the Republic of South Africa {Act No. 103 of 2008)

Sectfon 2171} provides the basis for procurement and determinas that:

"“When an organ of state in the national, provinglal or local sphere of government, ar any other

institution identified in national legislatian, contrants,fﬁ:r__':gnnds or services, It must do so I

accerdance with a system which 15 fair, equitable, tgan_éfpa[_gnt, compeatitive and cost-effectiva™.

Suhsection 217 (21 indicates that Secticn 21?‘ ]:_."L}'dn.és (a5 pre{re'rit' the organs of state or institutions
referred to in that subsection from mplememmg B procurement pnllc*y prmfldmg o
¥ Categories of preference in the allncatlun of mntracts and

¥ The protection or advsncement of persn_ns., or Baiggqneﬁ of persons, disadvantzged by unfair

discrimination.

Section 217(3) of The Cunstututmn, 1995 furihﬂr cunlers an -ahligation for Nationa! Legistation to
presedbe & aramawnrk prmrldﬂg for preferentlal pm{:!..l{’er‘"lent to addvess the socal and ecanarmic

|mha|an|:e5 uf ‘thE :}ast

Mum-::lpaf Fmance Management .thl-{Na 55 of‘Zﬂ[E}

.'-"_.':.The MUI‘”C]FIEIL Fmance 'Management .ﬂu:t SB of 200] was pramuigeted to regulate financial

; management |r1 the Mumcma] spheres af governrment. Considerable powers are assigned to

{c}

Accaunting Df‘fu:ers aﬁdﬁ:cuunt;ng Authoritles to enable them to manage their finandial affairs within
the "r_:;ar'a_meters cutlined by the prescribed Norms and Standards,
The onus "of- respanalhlllw for Supply Chein Management is placed on the Accouniing

Off cersmuthnrltles

Preferential Procurement Policy Framawork Act {No. 5 of 2000) and its Regulations

The Preferential Frocurement Policy Framework Act, 2000 {Act 5 of 2000} {PPFFA] and its
accompsnying Regulations were promulgated to prescribe a frameweork for a preferentlal
procurement system to give effect to section 217{3} of The Constituotion. The PFPFA and its Regulations

provides for the implementation of & preference point system in the allecatlon of contracts for

e B S s S
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catepories of service providers and the promotion of geals, inchuding sodio-econemlc goals, to advance
the interest of persons disadvantaged by unfair discrimination an the kasls of rece, gender or disability

and implementing the programmes of the Reconstruction and Bevelopmeant Programme (ROF}

f¢] Broad Based Black Economic Empowerment Act (BBBEE] {No. 53 of 2003}
The BBBEE Act allows the Minister of Trade and Industry to issre codes of practles that could include
‘qualification criteria for preferentlal purposes for precurement and other econemic activities”. Where
BEE shauld at all thmes be Included as a pricrity, at least until certain prescribed targets have been
achleved, allowance should alse be made for pursuing ather policy priortties through PPPFA (sueh as

iob creatlon and SMME development].

fe) Construction tndustry Deveiopment Board Act (Mo, 38 of 2000)
The Act is applicable to all organs of state Invelved in proturement refating to the construction industne.
It establishes 8 means by which the Board can promote and implement pelicies, programmes, and
projects almed at procurement reform, standardizatien, and unifermity in procurement
documentation, practlces and proceduses within the frameworl of the procurement polly of

government. It establishes a national register of contractors 10 manage public sector procurernent rsk,

{fi The Promption of Access to information Act (Ne. 2 of 2060}
This Act gives effect to Section 32 of the Constitution {Access to Information} by setting cuthow anyone
can get access to Information Teld by the state. By so daing, It promotes transpatency and prevents

government from operating in secret,

(g} The Promotion of Administrative fustice Act {Mo. 3 of 2000}
This Act gives effect to Section 33 of the Constitution {Just Administrative Action), B ensures that
decisions that affect the pubdic are taken &1 a way that is procedurally falrand it gives pecple the right
to request written reasons for decisions they disagree with. In this way, 11 creates greater transparency
- peopie may be less tempted 1o act corruptly if they know they will have to explain themselves to the

pulsllc,

{h} The Protected Disclosures Act [No. 26 of 2000)
The Act (often called the “Whistleblowers Act] was passed to encourage employess to disciose

information about unlawful and irreguler behavier in the workplace. 11 offers protection Tram

-~ *~ o .

Ugu District Municipality Fages 12 of 74 March 2014
e Ry Riztrék Munizipalisil
Urnaglpala Wesifunda



P316

vietizmlsatlon for ‘whistichlowers’, as long as they meet the reguirements and follow the procedure set

autin the A,

{ii MNationaf Treasury Supply Chain Management Regulations
The Munlelpallty stall apply the Trezsury Regulations issued in terms of the MEWA as it pertain: to
SCh. It serves as a formal requirement for the Mumicizality, o ensvre the establishrent and

implementation of an effective and efficient Supply Chain Management Unit {SCMUY,

It also stipulates the establishment of an effective and efflelent SCMU within the office of the Chief

Financizl Officer [CFOY, as an integral part of their firancial systems.

A Supply Chaln Managament system must be utilised and provide &t least for the following:
+  Bemand Management;
~ Acguisitions Manegemsnt;
«  Logistics Managemant;
v Disposal Management;
v Risk flanagement; and

v Supply Chain Performance and Reporting.

lj} State information Technology Agency Act, (Act Ko, BS of 1998)
The State Information Technology Agency (STAY Act, Act Mo 88 of 1998, as amended by Act 38 of
2002, requires that 5ITA must act as the procurement egency Tor the Municipality's infarmation

techinology reqguirements,

{k} Other Leglslative Requlrements
In additlon to the above mentioned legislative framework the Ugu District Municipality will also
comply with the provisions of the fallowing legislation that will impact on the supply chaln
BAVIFONmEent:
¥ TheSupply Chain Maragement Guide for Accounting Officers;
«  ThePrevention and Combating of Corrupt Activities Act, Act 12 of 2004;
+  The Mational Small Business Act, Act 102 of 1996;
v Provircial Growth and Bevelopment Strategy;
Publle Serviee Aet, Act Mo 23 of 1954;
+  The Competitien Act, Act No 89 of 1998: and

e e —
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v The King Report an Corporale Governance for South Africa,

CHAPTER 1
IMPLERMENTATHON OF SUPPLY CHAIN MANAGEMENT POLICY

5. Supply chaln management pelicy

(13 All officials and other role players in the supply chaln management system af the municipailty must
implement this Policy in a way that —
{a] gives effert to -
£ sectlan 217 of the Constitation: and
{1 Part 1 of Chapter 11 and other applicelle provisions of the Act;
{b) s fair, eawitable, transparent, compelitive and cost effective;
{t} complies with -
i1 ihe Regulations; and
fil  any minirmum narms and standards thet mey be prescribed in terms of sectlon 168 of the Act;
[d) is consistent with other applicable legislation;
(e} does not undermine the objective for eniformity in supply chain menagement systems between
argans of state in all spheres; and
(f) i consistent with national economic policy concerning the promotion af investments and doing

Business with the public secter.

{2} This Policy applies when the munleipality-
[2} procures poods of services;
(b]  dlsposes goods ne longer needed;
[eh  selects contractors to provide assistance in the provision of municlpal services etherwise than In

circumstances where Chapter & of the Municipal Systems Act applies; or

{3} This Policy, except whare orovided otherwise, does not apply in respect of the procurement of goods and
services confempiaied in section £1042) of the Act, including —
fa} weter from the Departrment of Water Affairs or a public entity, another municipality or a municipsl
entity; and

(b}  eiectriclty from Eskom ar another public entity, another muriclpality ar a municipal entity.

M@;%
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E. Delegation of supply chaln management powers and dutles

(1) The councll hereby delagates all powers and dutles to the accounting sffloer which are necessary to enable
the accaunting officer -
{a) todischarge the supply ehain management responsibiiitles tonferred on accounting officers in terms
of —
[ Chapter 8 or 10 of the Act; and
(i} this Policy;
{b)  ta maximise adminisirative and operational efficiency in the Implemeniasion of this Polley;
i¢} 1o enforce reasonahle cost-effective measures far the prevention of fraud, corruption, faveoritism
and unfzir and irregular practices in the implementation of this Palicy; and
{d] to comply with his ar her responsibilities in terms of section 115 and other applicable provisions of

the Act,

12 Sections 79 and 106 of the Act apply to the subdelegation of powers and dutles delegatad o an scceunting
officer In terms of subparagraph {1}

13 The accounting officer may not subdelegate any supply chaln menagement powers or duties to a persan
whe is not an officizl of the municipality or to a committee which is not exclusively composed of affictals of

the municipality.

{4] This paragraph may not be read as permitting an official to whom the pewer to make final awards has been
delegated, to make a final award in a competitive bidding process etherwise than through the commities

systemm provided for in paragraph 26 of this Policy,

. —" 2
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[2} The power to make a final award:
fa] above R10 milllar {YAT Incieded] may not be svb delegated by the accounting officer;
b} above RZ milion (VAT included), but not exceedirg R10 millien {vAT included), may be sub
delegated but anly to —
i1 the chias fingncial officer;
{1 a Eenetal manager; or
fiiil  a bid adjudication committes of which the chief financlal officer or a generzl
manager is a member; ar
(€} notexceeding R2 million [WAT included) may be sub delﬁgated but anly
T
{n the chief financizl officer;
{ii] a general rmanager; - -
{iiy  amanager directly a:cnuntahlé‘-tb: _’.c_h»._a chief financial officer ar'a é_en_eral Managet; or

{iv) & kig adjucication committes,

13 &n official ar bid adjudication cummlttec tn:u which the puwerta malce final awards has been sub delegated
i accordance with subparagsaph (23 must wuthm fwe cays of the nrd of each menti submit to the officizl
referred 1o in 5ubparagraph (4} & writien, report cunmlnlng partn:u ars uf eath final award made by such

/.

official or l:omwttee durisig that-meonth, mcludmg i

la)  the amownt uf the award; L

ib) .:,he name of thE pEI‘SDn 1.0 whum the awal‘d was made; and

el '.-._;_tha reasnn wh',.f thes ewa rd Was made to that pErsmn

{# A -:i.fr-itten report refer}'é{i tn in suﬁ'péfagmph 3] must he shmitied -

fa) tn the accounting uulcer, in the case of an award by —
£} "the ches f'nam:la.l officer;
{1 a senu:lr managﬁr or
(il akid adjudumtlon committes of which the chlef financlal officer or a senier managet is a

mer‘nher, ar

[b)  tethe chlef financist officer or the serior manager responsible for the relevant bld, iv the case of an
awargd by —
{i a managar referred o in subparagraph (2)[e]tiE)h or
{ii] a bid adjudication commitiee of which the chief financiaf efflcer or 2 SEnior manager

is not a member,

P~ ..
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Subwmarsgraphs {2) and (4) of this policy do not apply to procuremenis out of patty cash.
This paragraph may not be Interpreted as permitting an official to whom the power to make firal awards
has been sub delegated, to make a final award in & competitive bidding process stherwise than through the

commliter system provided for in paragreph 25 of this Policy,

Ma supply chain managernent decislon-making powers may be delegated to an advlsor or constltant.

Oversight role of eounchil
The council reseryes its right to maintain oversight sver the implementation of this Policy,
For the purposes of such averslght the accounting officer must -
i) withln 30 days of the end of each financial year, submit a report on the Implementation of this
Policy ard the supply chain management palicy of any municlpal entity under the sale or shared
cantral of the municipafity, ta the coundl of the munleipallty; and
{il  whenever there are setlous and material problems in the implementation of thls Policy,
immediately subreit & report to the coundl, whe must then submlt the report to the accounting

officer of the parent municipality for submission to the counzll.

The accounting officer must, within 10 days of the end of each guarter, submit a report on the

implementation of the supply chain managerment polley to the mayer,

The reports muest he made public in accordance with section 234 of the Municipal Systems Act.

Supply chaln mansgement unit

A supply chain management cnit is hereby establlzhed 10 Implement this Poliey.

The zupply chain management unit operates under the direct supervision of the chief financial offlcer or an

official 1o whorn this duty has been delegated in terms of section 82 of the Act.

e e —"
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10. Training of supply chain management officialz

{1 The training of officlals invelved in implementing this Polley should be in zccordance with any Treasury

guidelines an supply chain management trainlng.
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CHAPTER 2
SLIPPLY CHAMN MANAGEMENT SYSTEM

11. Format of supply chaln management system

This Palicy provides systerms for —

(i1 demand manzgement;

iii] acguisition management;

tii} logistics management;
tiv) disposat management;
i) tisk maragement; and
i} pErOnmance managerment,

Port 1: Demand manggement

12. System of demand management

1 The accounting afflcer must establish and implement an appropriate demand management systemn in erder
to ensure that the resources reguired by the municipality support its operatlenal commitments and its

strateglc geals outlined in the Integrated Developmeant Plan,

(2] The demand management systern must —

{a] include timely plarning and management proceszes to ensure that all goods and services required
by the munlelpallly ere quantified, budgeted for and timely and effectively delivered st the right
lotatlons ang at the critical delivery dates, and are of the eppropriate quallty and quantity at a fair
oost;

(b] takeinto account any beneflts of economias of scale that may be derived in the case of acqulsitions
of A repetitive nature; and

(t}  provide for the compilation of the required specifications 1o ensure that its needs are met,

{d] to undertake appropriate industry analysis amd research to ensure that Innovations and

techrologlcal henefits are maximized.

(3} Before sach fimancial year commences end departments must subbmlt procurement plans for the forth
eaming yvear to the SCAL unit. The procurerment plan must include: '
i auantity of goods including manthly requirvement;
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[m] estimated prices; and
[m]  expetted purchase date

(o]  proposed precurcment method

Part 2; Acquisition mandgerment

13, System of acquisition management

(1} The accounting officer must Implement the system of acquisition management set outin this Part in order to
ENSEE —

fa] thatlgoods and services are procured by the municlpality in accordance with authorized processes
aniy;

{5} that expenditure on goods and services 15 incurred in terms of an approved budget 1n terms of
section 15 of the Act;

fc]  thatthe threshold values for the different procurement processes are complied with;

{d) thathid docurneniation, evaluation and adjudication eriterla, and general canditions of a cantract,
are in acenrdance with ary applicable legislation;
and

(] that any Treasury guidelines on aceuisition management are properly taken into account.

12} Whan procuring goods or services contemplated in section 110{2} of the A, the accaunting officer must
make public the fact that such zoods or services are procured otherwise thea through the municipallty’s
supply chain management system, inciuding -

fa] the king of goods or services; and

{BY the name of the supphar.

14, Ranga of procurement processes

1] Goods and services may anly be procured by way of -
(a] petty cash purchases, up 1@ a transaction value of R2 (00 {VAT included);
(b) formsal written price quotstions for procurernents of a transaction value over R2 000 up te R200 GUY
(VAT Insluded); and
(e} & competitive bidding process for—
[ procurements above a transaction value of R200 000 (WAT Included); and

QE#%
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(N the precerement of leng term contracts,

12} Goods or sarvices may not deliberately be split inte parts or iterms of a lesser value merely to avoid
cormplying with the requirements of the policy. When determining transaction velues, & requiremnent for
goods or services consisting of different paris or items must as far as possible be treated and dealt with es

a slngle wrensaction.

15. General preconditions for consideration of written quotations or bids

& weritten quotation or hld may not he considerad uniess the provider whe submitted the quetation or bid:
ta] hasfurnished that provider's:

[ fulf name;

i) identification number or company ar other registratlon number; and

[iii) tax reference number and VAT registration number, If any;

(b  has authorzed the munlcpetity to obtain e tax clearance from the South African Revenue Servlees
that the provider's tax matters are in order; and
fc] has indicated;

(1] whasher ke or she is in the service of the state, or has been in the service of the state &
the previous twelve months;

i) if the provider |s not a natural person, whether any of its directars, managers, princlpal
sharehelders or stakeholder is in the service of the state, or has been in the service of the
stale in the previpus twelve months; or

Li5i} whether a spouse, child or parent of the provider or of a director, manager, shareshelder
or stakeholder referred to i subparagraph {11} is in the service of the state, or has been
in the service of the state T the previous twelve months.

16.  tists of accredited prospective providers

(1} The ateounting offlcer must:
{a} keep a list of accredited prospective providers of goods and services that must be used for the
procuretnent requirements threugh foreral wrltten price quotations; and
(B}  at least once & year through newspapers commonly circulating locally, the website and any ether
appropriate ways, invite praspective previders of goads or services to apply for evalustion snd listing
s accredited prospective providers;
el specify the listing critetls for accredited prospective providers; and

M&%
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i) disallow the iisting of any prospective provider whose name appesrs on the National Treasury's

database gs a person prohibited from doing business with the public sector.
{2} The list must be updated &t least monthly 1o include any additional prospective providers and any new
commmotitles oF types of services, Prospective providers must be allowed to submit applications far listing
at any time,

{3} The list must be compiled per commodlty and per type of service.

Registration on Mattonal Treasury Centrat Supplier Database [CSDY

asslst in perfarming validation functions of key supplier information. With effect from 21 July 2036, Municipalities

and Munlcipal Entities must use the £5D supplier numher starting with MAAS which (s aute penerated by the Central

Supplier Database System after successful reglstredlon ane walidation of proseective provider s mandaiory

requirement as part of listing criteria for 2ecrediting prospective provider in ling with Section 34(3) (b} of the

The £80 will euteraticaliy validate the following registration documents for Munleipalities;

*  Conflrmetion and status of Businass Registration Bocuments ;

*  pProofof bank account reglstratian;

*  Texcompliance stafus:

*  Emploves In the servics of the state as defined in the Municipal SCM Regulaticns with inferrmetion onby

avieilable in the CAAT systemn at this time;

*  |dentity decurnentation; and

The following sspects are work-n-progress and further information will be provided once systems have been

upgraded after consultation with relevant stakehelders, they are not yet availzkle, the municlpallty 13 required to ta

continue with their exlsling process .

*  EBBBEE Status

u act

*  unlelpel Account status,

The_municlpality will continue with verification of other listing criterfa which are not currently velidated by C5B,
o ..
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Petty cash purchases

Refer to Table 2: Specille Procurarnent Threshold Walues under paragraph 5, Sub delegations, for provisions relating

to petty cash purchases.

18.

(1

{2}

19,

{1}

(2]

Formal written price quotations

The conditlons for the procurernent of goods or sarvices through formal written price auotations are as
followrs:
(8} quotations must be obtained inwriting frem at least three different providars whase names appear
an the list of actredited prospective providers of the municipality;
(b} quotations tmay be obtained frem providers whe are not listed, provided that such providers meet
the llstimg criteria set out i paragraph 15 of this Policy;
(el IFIt s not passible to obtain 2t least three guotations, the reasons must ke recorded and approved
by the Chief finangial Officer if the transaction value exceeds R2000, and
{d} the procurement system must make provision for recording 1he names of the potentizl providers

and their written guotations,

A deslgrated official referred to in subparagraph (1) {) must within three days of the end of each month
reporl to 1he chief financial officer an any approvals glven during that momth by that officlal in terms of that

subparagraph.

Procedures for procuring goods or services through formal written price quotations

The accounting officer should appaint quotation committees as indicated below:

al  Minl Tender Evaluation Committee; and

Appolrtment of Mini Tender Evaluation Committes
The Accounting CHficer must appoint members of the Minl Tender Evaluation Committee inwriting.

The term of office af the Minf Tender Evaluation Cammitize should be for the flrancial year,

]
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(3] Compoasition of Minl Tender Evaluation Committes
al  The commities shail comprise of at least 4 osficials frams the Municipality and tha procurement
clerk responsibe must be nvited.
b)) The composition should be as follows:
i] Cheirperson — 5CM kfanager

(
(if) Mamber—&rants and Expendiiure Manager
(#) Member- Budget Manager

(

) Member - Progurement Coordlnztar

14} Functions of the Minl Tender Eveluation Committae
This commlttes |5 responsthlefor the award of quotations recelved, which inchudes:

al  Werification of administratlve compliance of the guetation decurments.

by If less then three quotations were obtained that would require the CFQ to pre approve before
the process continues,

¢} Evaluation of quotations inaccordante with the criteria specified in the invitation 1o
giote documants {specificztion) and the PPPFA Regulations. Ensuses that the evaluation was
gene in a fair and transparent mannrer;

dl  Detect and manage the spiitting of orders; and

e}  Recording of minutes of the award and sign-off thereof by sach member,

{5} Decisions
a]  Mempers are obliged to reveal to the Committee any infermation that may affect the declslon matde
arte he made by the Committee,
bl  Decisions will be detertmined by the adjudication ceiteria. In the event where two or mere
guotztlons have scored equal 1otel points, the successful quatatlon must be the one scering the
bighest number of preference points for specified goals. Should two or mere qiptations still be
equal In all respact, the award shall be decided by the drawing of |ots.

Eriteria for breaking deadieck in scoring
fil If two or more_ tenderers score an equal total number of points, the contract must be awardad to the

tenderer that scored the hiahest noints for B-BREE.

fii} H functionallty |s part of the evaiuation process and two or more tenderers scova egual tatal points and

equal preference polnts for B-BBEE, the contract must be awarded to the tenderer That scored the highest

points far funciioneity,

iy If two or more tenderers score equal tetal points @ el reseect, the award must be decided by

e . ..
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thH3drawing of fot

Corfidentiality of information and decumentation must Be maintained. All dotwnents/memaranda must remain on
the tabla during the Mini Tender Evaluation Committee meatings, unless the Chairparson grants permission

to members to keeap certaln documents,

{10} Participation of advisors
The accounting officer may procure the services of advisors to assist in the execution of the supply chain
mansgement function. Theze services should be abtsined through competitive bidding process. No
zdvisor ray, however,Torm part of the fingt decision making process regarding the award of quatations,
2% thls will counter the principle of vesting accountability with the aceounting officer. The accounting
officer cennot delegate dacision -making authority to & person other than a public service official.
{11} General
al in performing their functions, the Committes should be guided by alf the applicabiz SCM,
Procurement Legislations, Pollcies and Directives
By Molobbying ln Mini Tender Evaluatior Committeesorframinterested outside parties
[s allowed,
¢} Any allegatons against members must be in wrlling, substentiated and channeled through the
procedure as determined by the accouniing officer as prescribed inthe RMunlcipality SCW System.
d)  Mopress release should be made without the spproval of the accounting offlcer,

e] Al the proceadings shall be recarded manuabyand decisions must be minuted,

20. Competithve hids

{1} Goods oF services above a transaction value of R200 000 (AT incleded} and leng term contracts may only
be procured through a competitive bidding pracess, subject to paragraph 11{2) of this Policy.

iZ} Mo reguirement for goods o services above an estimated iransaction value of R200 GUD [VAT included),
may deliberately be sslit inte paris or items of lesser value merely for the sake of procuring the goods or

services atherwize than through a competitive bidoing process.

21. Process for competitive bidding

- - ...
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The procedures for tha fallowing stages of a cormpetitive bidding process are a3 follows:

{a}
{bj
{c}
(el)
(e}
(f)

(e}
(il

{h}
(1)

Compilation of bidding documentation as detailed in paragraph 20;

Fublic invitatlon of hids as detailed in paragraph 21;

Slte meetings or briefing sessions as detailed In paragraph 21;

Handling of bids submitted in responrse to public invitation as detalled In paragraph 22;

Evalugtion of bids as detailed & paragraph 27;

Award of contracts as detailed in paregraph 25;

Administration of contracts

After spproval of a bid, the accounting officer zad the biddar must enter inte a written agreement.
Proper recorg keeping

Original / legal coples of written contracts agreements should be kept In & secure place for reference

[T ROSES.

72.  Bid documentation for competitive bids

The criteria to which Bld documentation for a competltive bidding process must comply, must:

{al

{b]

(c]

(d}

teke into account —
fiy  the general conditions of contract snd any special conditions of contract, if specified;
{iil  any Treasury guldelines an bid documentation; 2nd
{iih  the reguirements of the Construction Industry Development Board, in the case of & bid relating
tor construction, spgrading or refurbishment of buildings or infrastructure;
Imclude the preference painis system to he used , goals as conlemplated in the Preferential
Procurement Regulations and evaluation and adjudication eriterla, including ary crivaria required by
other applicable leglslation,
compei bidders to declare any conflict of interest they may have in the transaction for which the bld
is subrmnitied;
if the value of 1he transaction is expected to exceed RI0 million (vAT included), reguire bidders to
furniski—
til  if the bidder is reguired by law Lo prepare annual financlal statements for auditing, their
audited annual financial statements -
»  farthe past thres years; or
s sipce thelr establiskment if established during the past thyea years;
{1l a cartificate signed by the bidder certifying that the tidder has ne undispuied commitments
for municipal services towards a monigipality or other service provider in respect of which

payment is overdue for move than 20 days;

s 741 e S —
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(i} particulars of any contracts awarded 10 the hidder by an argan of state during the past five
vears, including particulars of sny material non-compliance or dispute concerning the
execution of such contyacs,

(Ilv] = statement indicating whether any partion of the goods or serices ara expected to be sourced
from owtside the Repuoblic, and, If so, whatl portion and wh;ther any portion of payment from
the municipzality or munlcipal entliy is expected to be transferred out of  the Republle; and

(e} stlpulate that disputes must be settled by means of mutual consultation, mediation (with or without

legal representation], o, when unsuccessful, v a South African court of law,

23, Public invitation for competitive blds

(13 The procedure for the invitation of competitive bids, 15 as fallows:
fa}  Any imvitation 10 prospective providers ta submit bids must be by means of & public advertisement
Im newspapers commonly circulating lacally, the website of the munlcipality ar any ather appropriata
ways (which may include an sdvertisernent in the Government Tender Bulletin]; and
(bl theinformation contained in a publle advertlsement, must include —
i) the closure Sate for the submission of bids, which may not be less than 30 days In the
case of transactions over R10 million (VAT included}, or which are of a long term nature,
or 14 days in any other case, fram the date on which the advertisement is placed in a
newspaper, subiact o subparsgraph [2) of this palley;
(i) g stetement that bids may only be subrmiited on the bid
documentation provided by the mumiclpafity; end
{iii) a date, time and venue of any proposed site meetings or briefing sessions,
{iv} Here Bids will be evaluated on Functicnality, the criteriz and indlvldual welghtings pey

criterion should be advertised as well as the minimum gualifylng score,

[2) The accounting officer may determing a clasure date for the submisslon of bids which is less than the 30 or
14 days reguirement, but anly if such shorter perlod can he |ustified on the grounds of urgency or
emergency or gty exceptional case where i is impractical or Impeossible to foliow the official procurement

process.

(3] Bids submitted must be sealed.

- . .
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24, Procaedura for handling, openlng and recording of bids

The procedures for the hendiing, apening and recording of bids, are as follows:
ta] Bids:
] must be opensd anly In guhllc;
iii) must be apened af the same time and as soon as possible after the peried for the
suirmission of bids has exgired; and
() received after the dosing time shouid not be considered and retusned whopened
rnmediataly.
fal Any hidder or member of the publlc has the right to request that the names of the bidders who
subimitted bids in time st Be resd out and, if practical, also each bldder’s total bidding prics;
fb) Ko infarmatlan, except the provisions in subparagraph (b}, relating 1o tha hid should be disclosed to
bidders ar olher persans until the suceessful bidder s notlfled of the award; and

td]  The accounting officer must:

(% racord in @ register all bids recelved In time;
() make the register avzllable for pulrdic inspection; and
{i} publish the entries in the regisier and the bid resubts on the website,

25,  NMegotlations with preferred bidders

(1] The accounting officer may nepetlate the final terms of a contract with bidders identifiad through a
compatitive bidding process as preferred bidders, provided that such negotlation —
[a} doesnotallew any preferred bidder a second or unfalr opportunity;
(B] s mot Lo the detriment of any ether biddes; and

ic]  doesnot lead to a higher price than the bid &s submitted.

12} Winutes of such negatiations must be kept for record purposes.

26, Twao-stage bidding process

{1} A& two-stage bidding process is sliowed for -
(al large complex profects;
() projecs where it may be undesirable to prepare complete detailed technleal specifications: or
M%ﬂ%
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(&) long term projects with a duration period exceeding three years.

In the first stage technical proposals on conceptual design or perfarmance specifications should be invited,

subject te technical 2s well as commercial clarifications andg adjustments.
I

It the second stage final technical proposals and priced bids should e invited.

Committes system for competitive hids

A committes system for competitive bids iz hergtty established, consisting of the following committees for
gach precurement or cluster of grocurements as the aecounting officer may determine:

[} a bid specification committes;

(b] a bid evaluation cammmittes; and

feh a bid adjudicztlon commities,

The Accounting Officer appoints the members of each committes, taking into secount section 117 of the
Act. A neutrsl or independent chserver may be sppainted by the Accounting Officer and must attend or

oversee a commitiee wien this ls aporopriate for ensuring fairnoss and promaeting transparency,

The eomreities rmust be consistent with:
al Paragraphs 27 (5], 27 [6) and 27 [7) of this policy; anrd
bl Any other applicable legislation.

The Accounting Officer may apply the committee system ta formal written price quotations.

Bid Specification Commlites
a)  Appolatment of bid specification committee
{iY The accounting officer must appoint members of the bld specification committee in line with
the financial year of the Municipality, in writing.

b} Campesition of bid specification committes

-
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The committee shall comprise of at least § officizls from the muricipality and may when
sppropriate, invite an external technleal expert,

The composition should be as follows:

¥ Chairpersen - eguivelent greding to Manager and abowe from the Water Services
Directorate - (Permanent membar);

Wice Chalrperson - equivalent grading 10 Manager and above - (Permanent member);

dember - eglUiveient grading to Manager (Permanent memhber);

L NN

Biamber - Municigal Official {Permanent member]; and

v An official responsible for demand management [Permanent member}.

Furctions of the Specification Committee:

(i}

It isthe respansibiiity of the committee to compile specifications/ terms of reference for each

bid{ quotation for the procurement of goods or services by 1the mozsiclpallty and to ensure:

v that a properand unbiased specificatlan 15 compiled for the specific reguirement;

v that proper terms of referente |s drawn up far the service required clearly indicating the
seope of the requirement, the ratio hetween price and functienality, the gvaluation criteria
aswell as their welghts and velues;

v that strategic sourcing is applied and $hat the market is praperly researched and analyzed;

¥ that the necessaryfunds are avaitable;

v that, in addition to the generzl conditlons of contract, appropriaie special conditions of
contract eve specified, if appliczhle;

¥ that iaterms of the PPPFA, the corvect preference point system is prescribed and that

gooroprlate geals ere ldentified and points allogated for these goals,

Bid evalugtion committea

a}

b)

Appointment of bid evaluation committee

()

(it}

(IR

The accounting officer must zppolnt members of the bid evalustion committee in fine with the
financizl year of the Murnicipallty, In writing.

blermbers should declare Interest in the bid under consideration wp front and such member
iUt astomatically recuse hirmself £ herseif from participating in the evaluation process.

tembers shauld sign aath of secrecy forms op-front.

Composition of Bid Evaluation Committes

(i)
(i}
(iii}

The cammittee must in sa far as it may be posslible, be cross functionsd.
The committee should comprize of at least 5 {flve} afficials from the Municipality.
The following officials should serve in the Bid Evaluation Committes;

¥ Chairperson — equivalant grading to G and above - [Permarnent member];
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Wice Chairperson - equivalent grading to GiWl and abowe - [Permanert member);
Legal Services Practitioner [advisory cepacity];
Twa ciher Municipal Oficials [Permanent members);

SCM Practitioner (Permanent Membetr]; and

S N

The Aceaunting Officer may appoint an external technical experi to serve in the
committes for that specifle bid in an advisory capacity only and not a= a member.
¢}  Functions of the Bid Evaluation Committes
(i This commitiee 15 responsible for the ewvaluation of bids received, which
includes:
+ Verifleation of administrethve compllance of the bid documents.
v Eyaluatlon of bids n accordance with the criterla specified in the hHid documents
|specificaticn)and the PPPRA Regulations.
¥ Evaluation of eath bidder's technical and functional ahility to execute the
contract.
¥ Verification of MIPP requirements if the contract is in excess of ten mllllen rand
(R10rm}; and
¥ Submission of evaluation report end recommendation(s] regarding the award of the bid

to the Adjudication Commilttes,

[ Bld Adjudication Committee
al  Appointment of Eid Adjudication Committes

{1 The Accounting CGfficer must constituie one Municipality bid adjudication comrnittes,

fith  The bid adjudication committes is appointed in writing by the Accounting Officer,

{ilh Members of the adjudication committee cannot be appolnted as members of an
evaluation commiites.

{iv} The Accounting Officer shall determine the term of offlce for members slthough the
tenure may not exceed two (2] years.

{v) The period of tenure may be renewed if The Accounting Officer deems it necassary.

fwil Al members as well as the secretary of bid adjudication commities should ba cieared
at the level of "Confidential" by the sccounting officer snd should He required io
declere their financial interest annually.

fwil) Committes mambers should be required to sign the code of conduct upon thelr
appeintmeant.

(i) Members may be removed by the Accounting SfficerfAccaunting Avthaority if @ member's

cendguct violstes the principles of the commitiee’s purpose/mandate or code of conduct,
e e e ——
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(b} The Accouniing CHiicar/futhority may at any given time replace persen far
managem entreasons.

(x] The functions of BAC should form part of member's performance
2Ereements,

b} Eomposltion of the Bid Adjudication Committes

(il The committer must consist of at least five {5) senior offlclals constituted a5 follows:
+ CFD, as the chairperson of the committes {where possille);
¥ Deputy Chairperson: an official at feast at a general management level;
¥ Twa other Municipal Offigials (Permanest members); znd
+" Head of the SCM Unit is (Permanent member);

{il  For the purposes of contincity and not to delay meetings, the AD may alsa appolnt &
"secundus to lempararily replace a member who is absert from meetings due to Tness of
leaye, The A0 shall also decide whether o not such “secondus™ will have the same powers
as members,

{Hiy Mo externsl people should serve permanently on the adjudlcatlon Commities,

¢} Functions of the Bid Adjudication Committes
{f] Considerthe report=and recornmendatlons made by the id evaluation committee,
{iiy Depending ¢n the delegations granted by the accounting officer/fauthority the ad|udication
conmrmittes could make the final awerd of the bid, or make a recommendation to the accournting
officer to make the finaf award.
{ill) Recemmend to the Accounting Gfficer/Autharty the extensions of contracts and
deviations if reasonzble and justifiable grounds exist,
{i¥} In perfarming their functions: -
¥ Committee members shouid be guided by all the applicable SCAY, procurement
leglslations, policles and directives.

¥ Members must declare interest in any specific bld/peint on the agenda upfront and such
member must automatically recuse him/herselffrom participating in discussions unless the
committee decides otherwise.

¥ Ifa bid adjudication tommitiee decides to award & bid to a bidder other than the one
recommended by the Bwveluatlon Committee, the Bigd adjudication committee must
consUlt with the Accounting Officer before a final decision s taken,

v Accounting Dfficer fautharity may confirm arvary & recommendation by an Adjudication
Committes, In cases where hefshe varies with the BAC recommmendations reasons should

befurnished inwriting snd reported to the Provinelzl Treasury within a prescribed pariod

L _________________________— ]
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of seven (7] days.
v Furthermore, AD may refer back in writing any recommendation of the bld
Adjudication Cammittee to be rewerked if there are any material flaws,

d}  Bid adjudication committee rust ensure that:
fi1  scoring has been fairly, corslstently and correctly caleuiated end applied;
{ify disqualifications are justifled; .
{tiit all declarations of interest have been capiured;
{ivi all necessary bid dogcuments have been submitted; and
{v] thatvalid and accountable reasons/ metlvaticns were furnished for passing over of bids.

e} The bid adjudication committes must consider and rule on all r2coramendations/ reports regarding
the amendrment, variation, extension, carcellation ortransfer of contracts awarded.

fi  Inarder to meet thelr gbligations, committes members must be familiarwith and adhere to
all relevant leglslatior, the SO poiicy, 5CM Gulde to Accounting  Officers and 5CM Pragtice
Botes,

@] The highest level of professional competence must be maintalned, Farthermore, courteous
conduct is expected of all committee mambers

ki & dedaration form where all members of the committee present at the meeting as weit
as all officals rendering sdministrative support during the mesting must be sligned te
declare that they;
{1 accept the confidentiality o f the contents af the meeting;
{i) will not make known anythingregarding the mesting, unless oificially authorized; and
fiiy witt not purposefully favour er prefudice anybady.

il The BAC shall submit a menthly repert to the Accountlng Officer on all awards made for that

menth as well 25 other ssues it wishes to bring to the attention of the Accounting Officer,

{8} Rola of the secratariat

a)  Executes procurement support function for the municipality and a secretariatfunction for the
bid adjudication committes.

bl The Head af the SCAM Unit s an EX-Cfficle member of the committee without vating powers,
Hefshe serves in an advisary ezsaclty.

t}  Convenes BAC meetings and preperes an agends or each mesting.

dl  Ensuresthat sll submissionsand reports are of good guality ant well presented to the committee.

el Ensuresthat the evaiuation process isdone 1n a fair and transparent manner.

f]  Ersuresthatthe agenda is dispetched entime.

g} Takes minuies of zll the meetings,
e ]
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ki Emsures that proceedingsare recorded electronicaly,

i} Heepsthe attendance reglster,

i1 Keepsa reglsterof all approved submissions, disapproved, deferred snd withheld aswell as deviations
candoned,

¥} Ensuresthat the chairperson signs all adopted minwetes,

tf  Files sllthe minstes/ documents that served hefore the committes.

General
a)  In performing their functions, the Cormmittee should be guided by all the applicable SCM,
Procurement kegislations, Policies and Directives
1 No lobbying in Bid Committess or from interested outside parties is afiowed,
et Any allegations against members must be in writing, substantlated and chanreled thraugh the
procedure as determined by the accounting afficer.
d)  Wopress release should be made without the approval of the accounting o¥ficer.

e}  Allthe proceedings shall be recorded electronically and declsions must be minuted.

Frocurement of banking services

A contract for banking serviges -
{2} must be procured through competitive bids;
{b] rrust be consistent with section ¥ or 85 of the Act; and

{e)  may not pe for a peried of more than five years &t & time.

The process for procuring a contraet Tar banking services must commende st least nine manths hefere the

end of an existing cahtract,

The closure date for the submission of bids may neot be less than G0
days from the date on which the advertisement is placed in 5 newspaper in terms of paragraph 22(1). Blds

must be restricted ta banls registered in terms of the Banks Act, 1530 (Act Mo, 94 of 1580

M&ﬁ%
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29, Procurement of IT related goods or services

i1y The municipalty shall ahide &y the provisions of this 5O policy and 3ITA provisions in the procurement of

IT related goods snd services,

30, Procurement of goods and services under centracts secured hy other organs of state
(1} The accounting officer msy procure gocds or services under a contract secured by anather organ of state,
hut anly if -

{2} thocontract hasbeen secured bythat other orgen of state By means of a competitive bidding process
applicable to that srean of state;

fh] there is no reasen to believe that suck contract was not validly procured;

(e} there are gemonstrable discounts or 2enefits to do so; and

fd] thet other argen of stete and the provider have consented ta such procuremett [n wrltlng.

2] Subperagraphs {1){c) and [&) do not apply if -
{a} amunicipality procures goods or services through a contract secured by a municipsi entity of which

itisthe parent municlpality,

3l Procurament of goods necessitating special safety arrangements

(1) The acquisition and storege of goods in bulk (other than water), which necessitate special safety

arrangements, including gaeszes and fuel, should he svoided where ever possible.

12] Whete the storsge of goods i bulls is fustified, such justification must be based on seund reasans, Including
the totsl cost of ownership, cost advantages and environmental impact and must be approved by the

accounting officer,

32. Proudly 5A Campalgn

The munleipaitty supports the Proudly 5A Campaign to the extent that, all things being equal, prefererce is given to

pracuring local goods and services from-

Mﬂﬂw
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Firstly — suppllers and businesses within the municipalivy or district;
secondly — suppliers and businesses within the relevant provinte;

Thirdly - suppdiers end kusinesses within the Republic.

Appointment of consultants

The accounling offlcer may procure consulting services provigded that zny Treasury guldelines i respect of

consultlng services are taken into account when such procurements are made.

Consultansy senvices must ke procered through competitive blds if-
{a] thewalue of the cantract exceeds R200 000 (WAT Included); or

{bl the duration period of the contract exceeds one year,

In addition to any requirements prescribed by this policy for competltive blds, bidders must furnish
partioudars of —
{a] all consultancy services provided te an organ of state In the last five years; and

fbl  any similar consultancy services provided to an orgen of state In the last five years.

The accousting officer must ensure that copyright in any document produced, and the patent rights or
swnershlp in any plang, machinery, thing, system or process designed or devlsed, by a consultant In the

course of the consultancy service is wested in the municipality.

Beviation from, and ratification of minor breaches of, procurement processes

The secounting officer may -

ta) dispense with the official procurement processes estahlished by thls Policy and to procure any

reguired goods or senvices through any convenient process, which may include divect negotiations,

bt only —
1} in @n emergency;
i} If such goods ar services are produced or available from 2 single provider anly;
1 for the acguisition of special waorks of art or historical objects where
specificsilons are difficalt 1o compile;
i} acguisition of enimals for zoos andfor nature and game reserves; or

S ——
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v in any other exceptional case where it is impractical or impezssible to follow the official
procurerent processes.
(b} ratify any minor hreaches of the procurement processes by an officiaf ar committee acting in toarms

of gelegated powers ar datles which are purely of 8 technical nature,

(21 The accouniing officer myst record the reasons for any deviations |n terms of subparagraphs {1)(a} and {b)
of this palicy and reportthem to the next meetlng of the counell and include as a nate ta the annual financizl

statements.

(2} Subparsgraph (2] dees not apply to the precurement of goods end services contermnplated In paragraph

13[2} of this policy.

35, Unsolicited bids

1) In aecardance with sectlon 113 of the Act there s ne obligation te consider unselicited bids received outside

g harmal bidding process.

2 The accounting officer may decide in terms of section 113(2) of the Act to consider an unsalicited bid, only
if —
ta) the product or service offered in terms of the bid is @ demaonstrably or proven unique inncvative
concept;
(b the product or service will be exceptionally bereficial to, or have exceptional cosl advantages;
fe]  the persan who made the bid is the sole pravider of the produtt ar service; and
(@) the remsons for not golng through the nermal bidaing processes are found to ke sound by the

accounting efficer.

(3 If the accounting officer decides to consider an unsalicited bid that complies with subparagraph (2] of this
policy, the decision must be made public in accordanca with section 214 of the Municipal Systems Act,
together with =

fa) ressons astowhy the bid should not be opesn ta other competiors;
by an explanation of the potentfal benefits if the unsecliclted big were accepted; and
{e) aninvitation to the public or ather potentlal suppliers to submit their comments within 20 days of

the notice.
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{4) The accounting officer rmust subredt gll written comrments received pursuant to subparagragh (3], including

any responses from the unsalicited hidder, to the Mational Treasury and the relevant provincial treasery for

cofmment.

15 The adjudication cormmittee must consider the unsolicited bid and may award the bid o make a

recommendatlen to the accounting officer, depending on its delegations,
&) & meeting of the adjudication committee to consider zn urzallcited hid must be open to the gubiic,

17 When considering the matter, the adiudication committes must take nto account ~

{a]  any comments submltted &y the public; end
(b) any written comments snd recommendations of the National Treasury or the relevant provincial
LreasLry,
7] If any recormmendations of the Mational Trezsury or provinclal treasury are rejected or net followed, the

sccounting officar must submit to the Audltor General, the relevant provindial treasury and the Mational

Treasury the reasons for rejecting or net following those recommendations.

{9} Such submisslon must be made within saven days after the dedislan on the award of the unsalicited bid 13
taken, but no contract comrmitting the municipality to the bid may be enteved inte or sighed within 30 days

of the submission,

35. Combating of abuse of suppfy chaln management system

(1} The accounting officer must-

jal take all reasonable steps to prevent abuse of the supply chain management system;

{h)  investigate any allegations against an offlclal or other rele player of fraud, coreuption, faveritism,
unfair or irregular practices ar failure to comply with this Policy, and when justified ~
{i) take approprlate steps agalnst such official or other role player; or
i} report any alleged erlminal conduct to the South African Palles Service;

[t} check the Matlons Tressury's deiabase prior to awarding any contract i ensure that re
recommended bidder, or any of its directors, is listed as a person prohibited from doing business
with the public sectar;

(d] reject any bid from a bidde—

MM
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i) if any municipzl rates and taxes aor municipsl service charges owed by that hldder or any
of its directars to the municipality, or to any other municipality or municipal entity, arzin
arrears for more than three menths; or

{il] whao guring the last five yaars has failed to perfarm satisfaetorily an a previous cantract
with the municipality or any other orean of state after written notice was given to that
bidder that perfarmance was unsatisfactone:

(e} relect a recommendation for the award of a contract if the recommended bidder, or any of #s
directors, has committed a corrupt er fraudulent act in competing for the particular contract;
(1 ecancel a contract awardad to 8 person iT—

{i) the persan cammitted any corrupt or frauduent act during the bidding process or the
execution of the contract; or

{ii} ah official or other role plaver committed any corrupt or fraudulens act during the bidding
process of the execution of the contract that benefited that person; and

[#] relectthe hid of 2ny bidder if ihat Bidder or any of its directors -

(I hasabusedtha supply chain management systerm of the munldpallty or has committed anyimproper
condisct in relation te such system;

[iil hasbeen canvicted for fraud ar cerruption during the past five vears;

(i) has willfully neglected, reneped oa or failed to comply with any geverament, municipal or ather
publlc sector cantract during the past five years; or

(lv] has been listed in the Register far Tender Defaulters in terms of section 25 af the Pravention and

Combating of Corrupt Activities Act {Mo 1 of 2004).

12 The accounting officer must inform the Mationst Treasury and relevant provindal trezsury in writing of any

sctions taleen in terms of subparagraphs (1B}, (] or (f] of this pelicy.

The Accounting Offlcer must ensure that, Srespective of the procurement process Tollowed, ng award above R15

0080 {wAT Included) is given ta a person whose tax matters bave not been declared by SARS to e jn order,

Before making an sward to a provider or bidder, a tax clearanee certifleate from SARS er Tax Compliance PIM must
first be provided and be verified an the SARS wehsize by the municipality.

i7.  Preferential Procurement implementation Guidelines

The Ugu District Municipality is commltted to coatributing to social snd economic transformation in KwaZulu-ketal
and will actively pursue the following targeted procurement strategy to advance government's pledge to address

powerty, vnernployment znd jobh creation,
L T e ——————
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These zufdelines are to ke read in conjunctlon with ME&A Circutar number 89 and s intended to assist the
Accounting Offlcer with the implementstion of the Preferential Procurement Regulations, 2011 issued in terms

of section 5§ of the Preferential Procurement Pobicy Framework Act, Act Mumber 5 of 2000 [FFFFA].

These guidelines should alse he read and utillzed in conjunction with oiher relevant 5CM related prescripts,

instructions, circulars and puldellnes.

&
[1} The Ugu District Municipality hes committed itself to the foliowing key prioritles with respect to all
‘nracurement dealings:
(Y Providing second economy opportunitles tihraugh Black Eeonomic Empowerment;
{iiy ncrezsed usage of local resources and emerging contraciors;
{iiih Promoting grawth and ensuring sustainable SMME's;
(ivd  Contributing to socic-economic wansformation;
fw) Creation of opportunities for job creation and poverty alleviation;
(vi} Commitment to skills development and transfer; and
ivii} Fasttracking service delivery.
2] Our cbjectives are a5 follows:
iy The polley is simple sa that it can be undarstiood by everyone and easy 1o apply;
fiiy [ reets &l the legal recuirements including provisions of the Constliution 1o aveid or minimize any
possible legal challenges;
{iii} The po@icy is as flexible as possible 1o allew creatlvity in the implementation of targeted
procursment;
{iv} It sets targets to be achieved so that performance can be measvred through reliable meniterlng
mechanlzms; and
(v} Thepodicy is all encompassing in that it covers everything that |s procured and/ or disposed of by the
Municipality gng embraces ail its citizens.
13] The intended ovteomes of these guidelines are to ensure:

(it Preference for employmiest equity and economic empawerment;

{iiy The inclusion of priority groups that have nat benefited from the implementation of the current
policy;

(iil} Tae have a significant contribution towards job creation, soverty sileviatlon and econormic growth;
end

e e e ——
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{iv} To ensure thatthe Ugu District Municipallty Impacts significantly on impreving the guality of life of
the mezjority of KwaZulu-datal citrzensfheneﬁciaries, by optimising empleyment and econaraic
eripowertnent o oall its deallngs, resulting in the asnual procurement sperd reflecting 0weZulu-

Matal demographics.
(4] Frefarence points system:

80/20 preference point system for acquisition of goods or sarvices for Rand Yatue equat to or above R0 000 and
up to RS0 million intlusive of 3l applicable taxaes.
*  Atenderer may not be awardsd points for B-BEEE stetus level of contributer if the tender documents

[ndicates thet the tenderer intends subcontracting more than 25% of the value of the centract to any
other persen not gualifying for gt least the points that the tenderer gualifies for, unless the interded

sizboontracior is an EME that has the capability to execute the subooniract,

» Hthe price oucted by the tenderer scoving the highest points is not market related , the evgan of the state

mey hot award the contract to thai tenderer.

+ The orpan of the state may neestiate & merket related price with the tenderer scaring the highest points

or cancel the tender;

= i the tenderer does naot agree to the market related prlce, negoticte 1he market related price with the

+ [the tenderer seoring the second highest points does not agree with ta 2 market relzted price, hegotiate

a market related price with the tenderer scoring the third hishest poicts or czneel the tender:

* famerket related orice s not agreed as envisaged |h the above paragraphs organ of the state must

cancel the tender.

90/10 preference point system for acquisition of goods or services for Rand Value above R5Q milllon inclusive of
aH applicable taxes.
* Atenderer may not be awarded points for B-BBEE status level of contributor if the tendar documenis

[neicates that the tenderer intands subrontracting more than 25% of the value of the contract to any

other person not gqualifying for at least the points that the tenderey guslifies for, unless the intended

subrontractor is an EME that has the capahllity to execuie the subcontract;

e IFthe price queted by the tenderer scaring the highest pojnis is not market related , the organ of tha state

rnay not award the contract 1o that tenderer:

= The argan of the state may nepotiate a marksd related price with the tenderer scoring the hizhest points

or cancel the tender;

s |Fthe tenderer does not peres to the market related price, negotiate the market related price with the

second highest noints of cancel the tenders

e —
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+ |fthe tenderer scoring the second hishest points does not agree with 1o a marlket related price, negaotiate

a.nrarket related price with the tenderer searlng the third hishest paints or caneel the tenden

* |If 2 merket related price is not asreed as envisaped in the above parsgraphs crgan of the state must

cancel the fender.

i5) Broad-Based Black Economic Empowerment (B-BEEE] Status Lewel Certificates

(it Bldders are reguired to submit original and valid B-BBEE Siatus Level Verificztlon Cettificates or
certlified copies thereof together with their bids, to substantiate their B-BBEE rating claims.

fiE] Bidders whe do not submit B-BBEE Status Level Verifeation Certificates or are nen-templiant
contributors to B-BEEE do not qualify for preference poltits for B-BBEE but should not he disqualified
fram the hidding process. They will stare paints ot of 50 or 20 Yor price only and zere (0] points out
of 10 or 20 for B-BBEE.

{iif) A trust, conzartium or [elnt veniure must submit ? consolidated B-BEEE Status Level WVerification
Certifleate for every separate hid,

{iv) Pubsic entities and tertiary instituticns must also submit B-BEEE Status Level Verifleation Certificates
together with thelr hids.

{v] If the Municipality is already In possesslon of a valid 2nd original or certified copy of a bidder's B-
BBEE Status level Verification Certficate that was obtained for the purpose of establishing the
dlatabase of possinle suppliers for price guatations or that was submitted together with another bid,
it is not necessary ta abtain a new B-BBEE 3tatus Level Yerificetion Certifleate each time a hid is
submitied frem the specific bidder. Such 2 certificate may be used to substentiate B-BBEE rating
claims provided that the closing daie of the Bid falls within the expiry date of the certificate that is
ir the Munigcipality’'s possessicon.

{wiy Each fime this provision is applled, tross-reference must be rmade to the B-BBEE Status bevel
Yerification Certificate already 1n possession for audit purposes.

{yiit The Accounting Offlcer must ensure that the B-BEEE Status Level Verification Certlflcates submitted
are Issued by the following agencies:

v Bidders other thar EMEs
¥ Verification agencies acoredited by SANAS; or
¥ Regisiored auditors approved by [RBA,
«  Bidders who qualify as Exempted Micto Enterpiises
B Accounting offcers g5 cantemplated in the Cose Corporations Act, Act Mo, 69 of 1924,
or
¥ Verification agencies accredited by SANAS; or
»  Registered auditors, {Registered auditors de not need 1o mee! the prerequisite for
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IRE&'s spproval for the purpose of conducting verification and issuing EMEs with B-

ERFE Status Level Certificates)
) Plamning, Siipulatian of Preference Point System: Lo be utifsed and the Determinatlon of Designated Sectars

Priar to the [nwitstion of hids, the Accounting Officer is requlred to:

{il  Properly plan for the provision of services, works or goods in order to ensure that the resources that
are requived to fulfi the needs identiTed n the styategic plan of the Municipallty are delivered at
the corroct time, orice, place and that the guantity and guality will satisfy these needs,

{if] Asfaras pc:-s;sible, accuretely estimate the costs for the provislon of the required services, works or
gaods. This 15 In order to determine and stipulate the appropriate preference peint systern to be
utllized in the evaluation and adjudication of the blds and to ensure that the prices pald for the
services, warls and goods are market related.

{it] Estimated costs can be detertrined by conducting an industry and commedity analysis wherehy
prospective suppliers may e approached 10 obtain indicative market related prices that may be
uiilised for benchmarking purposes. Based on the findings, the relevent preference peink system
(80720 ar 90/10) to be utilised for the evaluation of the bld must be stipulated in the bid documents,

(W) Determine whether the services, werks and/or goots for witich an invitationis ta be made, has keen
designated for local production end content In terms of Regulation 8 of the Preferentlz: Procurement
Regulatians. This will entail the inclusion of a specific condition in the bid docurments that only locally
produced services, works or goods or locally manufactured goods with a stipulated minimum
threshold for leeal production and content will be considered. This will subsequently have a direct

impact on the evaluation of the hid.

Pre-gualification Criteria For Preferential Procurement
[} 1 anorgan of state decldes to apply pre-qualifying eriteriz to advarce certain designated grouss,

that ergan of state must advertise the tender with & speelfic tendering candition that only one of
more of the following tenderers may respond,

(11 Atenderer Having 2 stipulsted minimum B-BBEE status leve| of contributor;

(M} _An Exempted Micro Enterprise (EME] or Qualliving Small Business [Q5E)

(vl A tenderer subcontracting a minimumm of 30% to EME or QSE whick is at least 51% swned by

black people whi are youth ar women o people with disabilities er black people who are living

in rural or underdevelaped areas or townships.

(v] Atenderet subcontracting & minkmum of 30% to cooperailves which is &t least S1% owned by

hlack people whe are militery veterans;

5%
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{wi} A tender that fails to meet any pre-qualifying eriteria siipulates in the tender docyments is an

unzcceptable tender.,

(7] Bids Based On Funciienality as 8 Criterion

{fl ingenersl, notall bids shouid be Invited on the basis of functionality 2s a criterion. The need toinvite
bids on the basis of functlonaiity &5 a criterion depends on the nature of the reguired commadizy or
seryice taking inta account guality, reliability, viability and durshility of a service and the bidder's
technical capacity and ability to execute a contract.

(i1 when the Municipality invites a bid that wii also be evalusted on the basls of functionatity as a
criterion, the Arcounting Officer of hisfher delegate must clearly specliy the follewing aspects in the
bid docurnents:
v+ Evaluallon criteria for measuring funciionality.
~ The evaluatiot criteria may inclede criteria such as the bidder's relevent experience for the

assignment, the guality of the methodology; the qualifications of key personnel; transfer of
knowledge, et

Waight of each criterion,

The weight that 15 allocated to each criterion should not be generic but should be
determined separately for each hid on a case by case basls,

¥ Appllcable value,

v The applicabte values that will be UUlEsed when scoring esch criterion shoutd be objective,
As & guide, values ranging fram 1 belng poor, 2 being average, 3 belng good, 4 being very
gond and 5 heing excellent, may be utilised.
hinimum qualtfylng score for functionality,

v The minlmum qualifying scare that must be obtalned for functionzlity in order for 2 bid to
ke ronsldered further should not be generic. |t should be determined separately for each
bid on a case hy case basis. The minimum qualifylng score must not be preserlbed so [ow
that it may jeopardize the guality of the service Tequired nor o high that it mey be

restrictive o the extent that It Jeopardizes the faitness of the SCM system,

{8 Lacal Production and Content
{il Designated Sectors
¥ Blds In respect of services, works or goods that have been designated for local production
and content, must cantain a specific bidding conditlan that only locally produced goods,
services or works or locaBly manufactured goods with a stipufated minimutn thresheld for
lacad production and eontent will be considered.

“m———ﬂ;—_ﬁ_—_—ﬁﬁ.ﬂﬁﬁﬁ%
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v The Accounting Officer or Hisfher delegate must stiputate in bid invitations that the
exchange rate to be used for the calowiztion of local content [local content and local
production are vsed interchanggalbly} must be the exchange rate published by the SARE at
12:00 on the date, ane week [7 calendar days) prior to the closing date of the bid,

" Oniy the Seuth African Buread of Standards (SABS) spproved technical specification number
SATS 1286:201x must be used to calculate bocet content.

The fellowing formula to caleulate locsl coentent must be disclesed in the bid
decumentation:
The local cantent [LC] as a percentage of the bid price must ke cafeulated o sccordance

with the SABS approved technicel specification number SATS 1286 201x &5 follows:
X

LC=1-— (—)xlﬂ{]
¥

Where
% =Imported content

y = Bid price excluding velue added tax (WAT]

Prices referred to in the determinztlon of ® must ke converted to Rand {ZAR) by using the
exchange rate published by the SARB at 12:00 on the date, one week (7 calendar days) prior
to the closing date of the bid.

+ For the purpose of the paragraphs above, the SBD 6.2 {Declaration Certificate far Local
Content) must form part of the bid decumentation,

¥ The Declaration Cestificate for Local Content [SBB 6.2} must he completed and doly slgned,
The Accounting Officer or hisfher delegate 15 requlred to verlfy the accuracy of the rates of

exthznge quated by the bldder In paragraph 6.4.3 of this Certlficate,

Non-Designoted Sectars

¥ Wherethereis no designated sector, the Accounting CHficer or his/her debagate may decide
ta include a specific bidding congdition that oaly locally produced goods, services or works
or lacally manufactured goods with a stipulated minimum threshold for local production
and content, will be considered, on condition that such prescripd and threshold(s) are |n
aerordance with the speclfic directives wsued for this purpose by the Mational Treasury in
cansullation with the &I

«  Accounting Officer or hisfher defegate must stipulate in bid invitations that the exchange

rate ta be used far the calculation of focsl content must ke the axchange rate published by
- ]
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the SARE at 12:00 on the date, ane week {7 calendar days) prior to the date of closure of
the bid,

v Quby the South African Bureau of Standards approved technical specification number SATS
12B6:201x as indicated shove must be used to calcudate local content.

¥ Far the purpose of the paregrasphs abowe, the SBD 6.2 (Declarstion Certificate for Local
Content} must farm part of the bid decumentation.

v The Declaration Cevtificate for Local Content {SED 6.2) must be completed and duly slgned.
Accounting Officer or hisfher delegate is required to verify the accuracy of the rate(s) of
exchange quoted by the Bidder in paragraph 4.1 of this Certificate.

v Any enquires in respect of Local Production and Content may be directed to the

Departmen

e S S—
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' of Trade and Industry [DT1] as follows:
s Basanl Baloyi
Director: Industriat Development Division [IDD) Tel: (0121 394 3551
Fax: (012) 384 2851
E-mail: EBalavi@thedii gov.za

Local Production and Content:

DT in eonsultation with Matienal Treasury can designate a sector, sub-sector or industry Ies

aceordance with national development and industrial poileles for local productian and conlent,

where pnly lecaly produced services or goods or locally menufactured goods meet the stipulated

minimun threshedd for logsd production angd conteni.

«  Qrean of State must In the case of 3 desipnaled sector, advertlse the [nvltation o tender with &

stecific conditlen that only lacally manufactured goods, only tenderers who meet the stipulated

mninimum thresheld for lecel production and content will be consldered,

rander that anly [ocally produced services or goods or locally menufactured goods with a

stipulaled ihreshold for local production ard content will e cansidered,*+

+  Ateaderer that fails 1o meet the rminimum stipulated threshald for lozal sroduction and content;

is & unacceptable tender.,

) Lervices Rendered by Tertiary Instituticns and Public Entities

(il Besed on thorough analysis of the markat, institusions may invite written price gquetations for
setvlces thatl can anly he provided by tertary Instltutlens from the identifled tertiary instStutions.
{H] ‘Where the required service can be provided by tertlary Institutions, public entltfes and enterprizes

fram the private sectar, the Municipality must invite competitive bids,
1a0] Discounts

iy wWhen caleulating comparstive prices,
iy Urconditionsl discounts must be talken into account for evsluation purposes.
(iif] Ceonditional discounts rmust not be taken into account for evaluation purposes but shouid be

implemented whean payment is afected.

[11} Sub-Contraeting
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Subeontracting a3 the condition of tender:

(iy if feasible to suboontract for a contract above B30 million, an organ of state must apply

subcontracting to advance deslpnated groups.

() Tenderer must subeontract a minimum of 20% of the value of the contract to the hlack
desiznated sroup.

{iff) The organ of state must make svailable the list of all suppliers registered on a detabase approved
by Metlonal Treasury to provide the required goods or services in respect of the applicakle
designated groups fram which the tendersr must select a supplier.

Subcontracting after an award of fender

il A person awerded a contract may ondy enter into a subroptyacting arrangement with the argan of the

sTafe.

{l} Foriocal proguction ang content & persan awarded a contract in relation to the desipnated sector, may

7ot subcontract in such a marner that the local production sna content of everall value of the contract is

reduced to below the stiputated minimum threshold.

liil} A person awarded a eontract may not subconfract more that 25% of the value of the contreet 1o amy

other entersrise that daes not have an equal or higher B-BBEE status level of contributer than the persen

concerned, unless the contract s subcontracted to an EME (Exempted Micro Enterprise) that has the

capability to oxecute the subcontract,

{12 Evaluation of Bids Based on Funttionality 2s a Criterion

Bids invited on the bazis of functionallty as a crlterion must be evaluated in two stages - first
funclionality must be assessed and then in sccordance with the 280/20 or 90710 preferance pofnt
systems prescribed in Preferential Procurement Begulations 5 and &, The evaluztion must be done as

follows:

{I'  Firststage - Evaluation of functlonzlity

¥ Bids must be evaluated In terms of the evaluation criteria embodiad in the bid documents,
The amendment of evalustion criterls, wefghts, applicable values andfor the minimum
qualifying score for functicnallty after the closure of bids is not allowed as this may
jecpardize the fairness of the process,

+ & bld wlll be considered further if it achieves the prescribed mintmum guallfylng score for
functlonallty.

o Blds that fall 1o achieve the minfmurn qualifying score for functionality must be disquallfed.
Score sheets should be prepared and provided to panel members to evaluate the bids,

The scare sheet shoubd contaln all the criteria and the weight for each criterion as welf as
- o .—— 1
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the values to be applied for evaluation as indicated in the bid documents,

' Each panel member should after thorough evaluatlon Independently award his /her own
value to each indlvldual criterion,

v Score sheets shouid be signed by panel members and if necessary, written motivation may
be requested from panel reembers where vast discrepancies in the values awerded for each
criterion exist.

v i the minimum guallfylng score for functionality is indicated as a percentage in the bid
documents, the percentage scored for functionality may be calculated as follows:

v Thevalue awarded for each criterion should be multiplied by the weight for the relevant
crliterion to abtain the scove for the varlous criteria;

¥ The scores for each criterion should be added to abtain the total score; and

i

The following formula showld he used to convert the total score to percentage for

functionality:
50 ..
P --—X lﬂﬂ
Me
Pz = percentage scored for functionality by bid under consideratlan
So= total score of bid under consideration
Ms = maximum possEe score

¥ The percentage of each panel member showid be added and dividged by the number of panel

mermbers to establish the average percentage obtained by each bidder for functionality.

fiiy %econd stage - Evaiuation in terms of the 80720 ar 30710 praference point systerns
s Ondy kids that achieve the minimum quallfying score / percantage for functionality must be
evaluated further in accordance with the 80720 or 95/10 preference point systems
prescribed in Preferenttal Procurement Regulations 5 and 6.
" Where appropriate, prices tmay be negotiated onky with shart llsted or preferred bidders.

such negottations must not prejudice any other bidders.

§13) The Preference Foint System

{il  Step 1: Caleulation of points for price
v The PPPFA proscribes that the lowest acceptable bid will seore 80 or 20 points for price.
Bidders that quoted higher prices will score lower points for price oh a pro-rata basis,

v The formulae to be utllised in calculating points seored for price are as follows:
A ——————— e —— ————— A ———— e —
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20720 Preference point system [{for acquizitlon of services, works or goods up to @ Kand

value of Blmiflion} (all applicakle taxes Included)};

Pt~ Pmin]

Dy 80(1- B

Where

Ps = Points scored for comparalive pifce of bid or offer under conslaeration.

Pt = Comparative prlce of bld or offer under consideration.

Pmin = Campatative price of lowest acceptable bid or offer,

o01,/10 Preference point system [{for acquisition of servlces, waorls and/or goods with 2 Rand

value ebove R1milion) (all applicable taxes included)].

Pon 90{:1“ Pt- Pmm}

Pmin
Where
Ps = Poinls scored for comparative price of bid or offer under consideration.

Pt = Comparative price of bid or offer under canslderation.

Prmin = Comparative price of fowest acceptable bid or offer.

Points scored must be rounded off to the nearest 2 decimal places.

fify Step 2: Caleulation of points for 8-B8EE status level of contributor

Foints must be awarded to g bidder for attainlng the B-BEEE status [evel of contributicn [n

arrordznce with the table below:

MM—E
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- o —
2 3 18
3 = 16
- . e
- - -
5 3 5
7 2 4
8 1 2
Men - Contributor | 0 0

Figure 1: B-BBEE Status Level of Contributorm

¥ A bid must not be disgualified frem the bidding process if the bldder does net submit 8
certificate substantisting the B-BREE status level of contributlon or s a non-compHant
contributor. Such a bidder will score zero (0 cut of a8 meximum of 10 or 20 paints

respectively for B-BBEE,

{ii]  Catewlotion of total pofnts scored for price and 8-BBEE status level af contribution
v The points scored for price must be added to the palnts scored for B-BBEE status level of

contribution to obtain the bidder's total points scored out of 1G0.
(14} Evaluation of Bids that Scored Egual Paints

{I' Inthe event that two or more bids have scored equal toml peints, the successful bld must be the
ang thal seored the highest points for B-BBEE.

fily I two or move bids have equal peints, including equal preference peints for B-BBEE, the sucressful
i must be the ane scoring the highest seore {ar functionallly, if functionality is part of the
gvalyation process,

{iit In the ewent that two or mare bids are egual in all respecis, the award musi be dedded by the

drawing of lots.

[15} Cancellation and Re-Invitatien of Bids

e S —
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{iY Inthe application of the 80/20 preference point system, if all bids received exceed R50 millfan, the
Bid must be cancelled. ¥ one or more of the acceptahle bidis) received are within the 50 million
threshold, all bids received must be evaluated on the 30/20 preference point system.

(1iv i the application of the 30710 preference point system, if all bids received exceed K52 million, the
kid must be far;rzellmd. If one or more of the acceptable bid{s} received are within the AR50 million
threshald, all kids recefved must be evaluated on the 80/10 preference point system,

(i} If & bld was carcelled in terms of the above paragraphs, the correct preference point system must
he stipulated i the bid docsments of the re-invited bid.

{hv] The Accounting Officer of hisfher delegate may, prior to the award of a bid, cancel the bid if:

v Dug fo changed circumstances, there is no longer a need for the services, works or goods
requested. {Accounting Officer must ensure that onby goods, services or works 1hat are
requlred to fulfil the needs of the Munleipality are procured]; or

¥ Punds sre no Ionger avatiable W cover the total envisaged expenditure. [Accounting Officer
must enstre that the budgetary provisions exist]; or

Mo acceptahle bids are recefved. [If all bids received are rejected, the Municipality must
review the reasons justifying the rejection and consider making revisions to the specific
canditions of contract, design and specifications, scope of the contract, or a comblnation of
these, before inviting new bids],

~+ An organ of state may ohly with the prlor approval of the relevant treasury cancel s tender invitation

for1he second time.

[16) sward of Contracts

{if A contract must be awarded to the bldder who scared the highest tetal number of poinis in terms
of the preference point systern,

{fi} Inexceptlanal circumstances a cantract may, on reasonable and justifiable grounds, he awarded to
a hidder that did not scare the highest number of points, The reasens for such @ ggcision must be

approved and recorded Ter sadit purposes and must be defendakle in 2 court of law.

117] Resalutian of disputes, objections, complaints and guerles
{1  Once the Atcounting Offlcer aprees with the recommendation of the BAC, the intention 1o award
a bid must be edvertized In the Government Gazette, selected news media and the Municipality's
T e S ————————
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website within 5 days, sltowing far disputes, cblections, complaints and gueries to be lodged
with the Municipality within 14 days.

{ii)  Anindepandens and impartial person, nat directly invalved 1n the supply chaln management progess,
st be appotnted by the Accounting Officer. The hdependent, impartisl person must
+  advise the Accountlng Offlcer, within 3 days, of any disputes, ohjections, complaints and

guerles lodged so that the award process can be suspended until the dispute, oblectlan,
complaint or query has bean investigated;
¥ assist in reseiving disputes between the Municipality and other persons regerding:
= Any decisions or actions taken in the implementation of the supply chain management
system;
= Any matter arlsiag from a contract swarded in the course of the supply chain management
system; or
v deal with objections, complaints or gueries regarding any such declsions ar actions or any
metters arsing from such contract;
v issue 3 formal report with recommendations to the Accounting Officer.

(i} ©Once the independent, impartial persen has completed the investigation, s/he must issue a formal
report to the Accountlng Offlcer. The Accounting Officer must consider the recommendations of the
independent, impartlal person and make a determination on the way forward, The way forwara
could be to award the bid, refer the hid beck for re-evaluation and re-adjudicatlon or even to cancel
and re-sdvertise the bid. Should the Arcounting Officer award the bld after the sppeals processes

have hean followed, the successful bidder can ke actardingly notified,

118] Remedles
{I'  The Accounting Officer must act against the bidder or persen awarded the contract upon deiecing
that the B-BRBEE status level of cantribution has been elaimed or obtained on & fraudulent basis or
any of the contract conditions have not been fulfilled.
{iiy  The Municipality may, in additien ta any other retredy that it may hava against the bidder ar persom;
¥ Gisquedlfy the bldder or person from the hidding process;
¥ Recover all rosts, loszes ar datmages it has incurred or suffered as a result of that person’s
conguct;
v Cancel the contract and claim any damages which it has suffered as a result of having fo
make less favourable arrangements due to such cancellation;

Mﬂ#}%
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«  Aestrict the hidder ot contractor, its shareholders and divectors, or onty the shareholders
and directors who acted on a fraudulent basis, from obtalning business from any organ of
state Tor & peried not exceeding 10 years, after applying the sudi alieram partern [hear the

other side) ride; and

"

Forward the matter far criminal prosecution.
fhily  The Municipality must Irvelve thefr legal services when any of the remedies are applied.
fiv) The detasiz of any restrictions imposed on bidders, persons or contractors must be forwarded te the

Matlamal Treasury for inclusion on the central Database of Restrlcted Suppliars.

(1%} Tax Clearance
Mo hid may he awarded to any bidder whose 1ax matters have not been declared by the SARS to be in

order.

[20} Biddirg Documents
fiY  The following bidding decuments, which have been amended, where necessary, in accordance with

the prescripts of the Preferential Procurement Regulations, 2011, and MFEMA Circular Mo, 25 must

be used:
WED Descriptlon Drocument Murnber
¥ Inwitatlon to Bid MRD 1
v Application for Tax Clearance Certificete MBED 2
¥ Pricing Schedvles RBED 3.1 12 3.3
«  Declaration of lnterest RBD 4
v Mational Industrlal Fartlclpation Programme MBD 5
v Preference claims in terms of the Preferential
Procurement Regulatlons, 2011 MED 6.1to .12
v Formal contract MRD 7. 1to¥.3

{iit The Musnicipality must customize and utilize the bldding documents by incorporating the
hMunlcipality's name, logo and contact details,

{iify Other changes to the MBBs, such as varations necessary to address specific contract and praject
issues, should be kept to a minimum, The standard waording for the Appllcatlon for Tax Clearance
Certificates (MBD 23 and the National [ndustrial Farticipation Programre {MB0 5] should net be
emended, The formal contract decument (MED 7.1 to 7.3} should net farm part of the bidding
documents issued to every prospective bidder, but should be made appliceble only 1o the successful
hidder after agjudicstion and sward of the bid,

- - - .
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(W] The relevant BABEs must he utilized for procurement by means of written price cuotations,

advertlsed competitive bids or proposals,
(21} tale and Letting of Assets
{iy Thepreference point system prescribed in the PEPEA ang the Preferentlal Procurement Regulations,

2011 are not appllcable to the sale and Ietting of assets,

¥ In instances where assets are sold ar leased by means of sdvertised competltive bids ar

P36G6

written price quotstions or by auctlons the award must be made to the highest bidder.

¥ The tax dlearance reguirement applles to the szie and letting of assets as well,

{22] SMIME Status Tahle

AEricuiture +  Iedium ¥ A00 v RBSm ¥ RE&m
« Emall ¥ 5] ¥ R3m ¥ Ri3m

¥ Wery small ¥ 10 ¥ RO, 50m v R, 50m

v Micro v o5 + RO, 20m * RO, 10m
Mining and Quarrying ¥ Medium w200 ¥ R39m ¥ REm
¥ Small ¥ 50 ¥ Ri1bm ¥ R3m

¥ ey smsl 20 ¥ R4m ¥ RO, 50m

" Micro v h + RO, 20m ¥ RO, 10m
fanufacturing v Medium 20 ¥ RSIm ¥ Rim
" Small « 50 ¥  RIZm ¥ R3m

¥ VYery small 10 *  RSm ¥ RG, 50m

¥ Micra “ 5 ¥ RO, 20m ¥ RO, 10m
Electricity, Gas & Water ¥ Wediurm v 200 ¥ R51m ¥ Ram
<+ Srnall v 80 ¥ R13m ¥ HR3m

+  Yery small v 2D ¥ R5m v RO, BOm

¥ Miere ¥ 5 ¥ RO, 20m ¥ RO, 10m
Constructlon v Medium < 200 ¥ RZ2Gm v RBm
+ Small ¥ 50 ¥ R ¥ R3m

¥ Very smail v A0 ¥ R3m ¥ RO, 50m

¥ Mligro ¥ 5 v RO, 20m v RO, 10m
Retall, Motdr Trade and | v Medium 2 v R39m " REm
Repalr fervices «  amall v 50 v+ Ri9m i Rim

r ¢ Very small v 20 Y R4m { v R0,50m

|’ v Micro - ¥ R, 20m ¥ 80, 10m

L . ]
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Wholesais Trade,

REdm

REm

+  Mledium ¥ ¥ ¥
Commercial  Agenis & |« Smalk + B0 ¥ R32m *  R3m
Allled Services ' Very small v 20 ¥ Rem : ¥ RO, 50m
¥ Migre - ¥ RO, 20m | ¥ RO, 10m
Catering, Accommeadation | v Medium ¥ 200 + R13m + REm
and other Trade ¥ Small v B " Rém *  Ram
¥ Wery small ¥ 20 ¥ RE, 10m ¥ RO, 50m
¥ Micro - + RO, 20m « RO, 10m
Transport, Storage & [+ Medlum ¥ 200 ¥ H2am * BSm
Cormmunication +  Small B0 v R13m *" R3m
¥ Very small 20 ¥ R3m * R, 50m
¥ Micro ¥ 5 ¥ RO, 20m * R, 10m
Finance and Business |« Medlum 200 ¥ H2Am + RAr
Serices +  Small B0 v R13m ¥ R3m
¥ Very small 20 ¥ E3m ¥ R, 50m
: v Micrn v o5 ¥ RO, 20m ¥ R, 10m
[ Community, Social and | v Medium v 200 v R13m ¥ RSm
Personal Services v Emall ¥ 5D ¥ RBm ¥ R3m
¥ Very small v A0 v Rl ¥ RO, 50m
v Micro + & RO, 20m ¥ RO, 20m

§23) Fayment to SBAME's {Early Payment Cycles)
SMME's within the Very small and Wicre categaries wilf be paid within 30 days of receipt of approved

invaice, All pther payments are to be within 30 days from dete of delivery or in the case of work completed,

ihe date on which the Invoice has been approved,

Part 3: Logistics, Disposal, Risk and Performeance Monagement

3B, Logtstics management

The accounting officer must establish and implement an effective sysiem o7 logistics management, which must

include -

fa] the menftoring of spending patterns on types or classes of goods and services incorporating, where

practleal, the codlsg of items to ensure that gach item has a unigue numben;

- - - . ]
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{2)

{3}

{4}

(1)

(2]
(3]
(4]
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fhl  the setiing of imventory levels that includes minimum and maximurn levels and lead times wherever
gocds are plaged in stock;

fg} the placing of manual or electranic orders for &l acquisitlons sther than those from petiy cash;

{d) before paymentis approved , certification by the respansihle officer that the goods and services are
received or rendered on time and 15 1n accordance with the arger, the general conditions of contract
and specifications where applicable and that the price charged is as cuoted in terms of & cemtract;

{e] appropriste standards of internal control and warehouse managemeant te ensure that goods placed
in stores are secure and only used far the purpose for which they were purchased;

{fl  monitoring 2nd review of the supply vendor performance to ensare campiiance with spacifications

znd contract condltions for particulzr goods or services.

Pisposzl management

The store manager shall on a monthly basis identify ohselete and slow moving stock that should e disposed

off,

He shall metivate for their dispesal, togethar with necessary documentation, to the SCM Manager for

recormnmentdation for disposal thereof.

All such stock disposals must be spproved by both, the chlef financial officer and the muricipzl manager.

Once approved, the stock must be physically transferred for safe keeging and disposal ta the disposals unit.

Risk management

The SCh unit shall subscribe to the Munlcizal Rlsk Management Polley and its related risk management
PreCesEEs.
Risks are identlfled and assessed In terms of inpact and likelihood.
Mitizating measures are developed, implemented and regularly menitored,
Risk maragement must Include -
ta] the identification of risks on a case-hy-case basis;

) the allecation of risks to the party best suited te manzge such risks;

.. ]

¥ .
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fc]  acceptance of the cost of the risk where the cost of transferring the risk is preater than that of

retaining ii;

{d} the managemens of rlsks in @ pro-active manner and the provision of adequate cover for residuz]
risxs; and

(&) the azzlghrment of relstive risks 1o ihe contracting parties theouph clear and unamblguaus cantract

dosumentation,

41.  Performance managament

The aceounting oificer must establish and implement an internal monitoring system in erder to determing, on the
basls of & retrospective snalysis, whether the authorised supply chain management processes were followed and

whether the chjectives of this Policy werg achieved,
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Port 4: Other matters

42, Prohibithon on awards to persons whose tax matters are notin order

{1} Mo sward above R15 000 may be made in terms of this Polley ta a person whose tax matters have not hean

declared by the South African Revenue Service 1o be in order.

2} Before making an award te a persen the accounting officer muest first check with SABS whetherthat person’s

tax matters ave i arder.

]| tf SARS does not respand within ¥ days such person's tax matiers may for purpeses of subparagraph {1) be

presurted to be in order,

43.  Prohlbition on awards to persons n the service of the state

frrespective of the pracurement srocess foliowed, no award may be rmade ta a person In terms of this Folicy -
@) whao is in the service of the state;
{b] i that person is not a natural persen, of which any diractor, manzger, principal shareholder or
stakehalder is & person in the service of the stste; or

leh a person whe 1S an advisor or conseitant contraced with the municipality.

44,  Awards to close famify members of parsons in the service of the state

The accounting officer must ensure that the nates to the annuat finenclal statements disclose pariiculars of any
award of more than R2000 to a person who is & spouse, child or parent of 5 person in the service of the state, or has
been in the serviee of the state in the previous twelve monihs, including -

{a) the nzme of that person;

i) the capacity in which that persen is in the service of the state; and

fe]  the amaunt of the award.
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45, Code of conduct

1) The purpose of this Code of Conduct is to pramote mutual trust and respect and an environment where

business can be condusted with Integrity and in a fair and regserable manner,

12] Generzl Principles

al

=)

The municipality commits itself ta a polley of fair dealing and integrity in the conductitg of s
business, Offieials and ather role plavers involved in supply chain manzgement (SCK} are In 2
position of trust, [miving a duty to actin the public interest. Gfficials and other rale players should
net perform their duties te unlawfully gain any form of compensation, payment or graivities frem
any person, ar pravider/contracter for themselhves, their family or thelr friends.

Officials and other role players involved In SCM should ensure that they perfarm their duties
efficiently, effectively and with integrity, In accordance with the relevant legislation, pellcies and
gridelines. They should ensire that public rescurcas are adrministered responsibiy,

Officlals and other role players irvalved in SCM should be fair and impartial in the perfarmance of
their functions, They shouls at ne time afferd any undue preferential treaiment to any group or
Indhvldual ar unfairly discriminate against any group orindividual. They should not abuse the power

ard authority vested in therm-

(2] Conflict of interest

&n official or other role player involved with supply chain management:

ta)
{t
(el

(af}

tel

muzst treat 8ll providers and potential providers equitably;

may not use his ar her position for private gain or te impraperly henefit anather person;

may not accept any reward, gift, favour, hospltality or other benefit directly ar indirectly, including
to any close family member, partner or zsseclate of that persen, af a value mere than R350;

st declare te the accounting offleer details of any reward, gift, favour, hospitality or other benedit
promised, offered or grarted to that persen or to any close family member, partner or assodlate of
that person;

st declare to the accounting officer detalls of any privete or business Interest which that person,
orany close family member, partner ar associate, may have in any proposed procurement or disposal
process, or in any awerd of a coniract by the municipallty,

must immediately withdraw from participating in any manner whatsoever in a procurement or
disposal procass or in the award of a cantract in which that person, er any claze family member,

pertrer or associzte, has any private or business interest;

I S e ————
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[£]  must declare any business, commercial and financal interests or activities undertaken for financial
gain that may raise a pessible contlict of interest;

{h] shoud not place himfhersgld under any financial or other obllgatlon te cutslde individusls ar
organizations that might seek to infiuence thern in the performance of their afficial duties; and

{i Should not take improper advantzge of thelr previous office after leaving their official pesition.

(£] Accountability
al  Practitioners are accountable for their decisions and actions to the publlc,

k) Practitioners shouid use public property scrupulously.

c]  Only accounting offfcers or their delegates have the authority to commit the municipality to any
transaction for the procurement of goods and £ or serviges.

dy Al transactions conducied by a practitioner showld be recorded and accounted forin an appropriate
ALCoUnting system. Practitioners should not make any false or misleading eniries Into such 5 system
for any reason whatsoever,

@) Practitioners must assist the accounting officer In combating freud, corruption, favouritism and
unfzlr and irregular practices in the supply chain msnagement system.

fl  Practitloners must repart to the accounting officer any alleged irregular canduct in the supply chain
managermeant systerm which that person may become aware of, including
{i] anyalleged frand, corruption, favouritism or unfatr conduct;
fii} any alleged contravention of the policy on inducements, rewards, gifts snd fsvours to

municipalities or municipal entitles, offlclals ar other role players; and

{ii} any alleged breach of thls cade of conduct.

gl Any declaratlens made must be recorded in & regisiar which the accounting afficer niust keep for
toils purpose. Any declarations made by the acgeuniing efficer must be made to the mayorwhe must

ensire that such declaration is recorded in the register,

5] Cpenness
Practitipners should be as open as possible about all the decizians and actions that they take. They should

Eive reasons for their decisions and restrict information enly if Itis in the public interest o do so,

(a] Confidentialthy
al Any Informatlon that [s the property of the mumnicipafity or its providers should be protected at all
times. No infarmation regarding any bid f contract / bidder / contractor may be revealed [T such an
action will infringe on the relevant hidder's / contractors personal rights.

P o e e e —
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bl Bdatters of confidentlal nature In the possession of officials and other role players involved in SCM
should be kept confidential unless legislation, the performanes of duty or the provislons of law
requires otherwise. Such restrictions also apply o officizts and other role players [mvalved [z 5CM

after separation from servica.

i7] Bid Specification f Evaluation f Adudicatfon Committeas

al Bid specificstion, eveluation and adiudication cemmittess should implement supply chain
management on hehalf of the municipality in an henest, fair, impartial, transparent, cost-effective
and accountable manner,

b}  Bid evaluation / adjudication committees should be famlliar with and adhere to the prescribed
legislation, directives and procedures in respect of supply chain management in order to perform
effectively and efficienthy.

o Ak members of bld adjudication committees should be clesred by the accounting officer at the level
of "COMFIDENTIAL® and showid be required te declare their financial interest annually.

d} Mo persen should:

{i'  interfere with the supply chain management system of the munidpality or

{iiy amend or tamper with any price quatation / hid zfter [ts submlssion,

{2} Combative Practices
Cormbatlve practices are unethics! snd ifegal and should be aveided a2t all cost. They include Bui are not

[ierlted to:

2. Suggestions to fictitious lower quotations;

b.  Reference to nor-existent competition;

t.  Exploiting errers In prlce quatations [ hlds;

d. Soliciting price quatations / blds from bldders / contractors whose namas appear on the Register for

Tender Defaultars,

44, inducements, rewards, gifts and favours to municipalities, officials and other role players

1]  This policy ensures that the officials employed by the munldlpality do not unlawfully, far private gain, accept
gifts, rewards ar favours from Customers/ Pubiic or 2oy person who elther seeks ta have or has any husingss

relations with the raunlcigallty:
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al  Anoffical, opon possible or actual recelpt of a reward or gift of whatever nature and regardless of
the total value theraef from a benefactor must immediately disclose this to his or her irmmediate
ManagarSupervisor.

b) The prescribed discloser form to be duly completed and signed by the official and handed to the
fznager/ Supervisor or In his zhsence to the offlclal appainted In an Acting capacty.

el The General Manager! Superyisor must scknowledge recsipt of the disclosure form and hand same
tovhe bMunicipal Manager for his authorisation.

di  In the ewent that the Gereral Waneger/ or the Riunicipal Manager be of the oplnian that the gift
revward or favaur canstitutes bribery or will unduly influence the officlal or enrich him/ ber, the
General Manager or Municipal hManager wifi advise the officlal aceordingly in writing.

g]  Under the dreurmnstances preseribed [ cause {d} above, the gift or reward will be returned ta the
kenefactor and the favour refused. The circumstances will be given te the henefactor, _

Y Avregister of all gifts, rewards andy or favours accepted by empleyees shall be maintained by each
Head of Department, which shall be inspected by the tfunicipal danzger ¢n a monthly basis,

[ Exeiuslons:

al  Gifts received during conferences, workshaps, seminars and meetings which acoree to all
participents st same conference, workshop or seminar;

b)  Gifts received as a token of appreciation for the deiivery of an address/ speech at a canference,
seminar or workshop;

c]  {&fts such as celendars, diaries, cufflinks, tles, scarves or articles for normal affice use which display
the suppller's narme, trade mark or iogo and which are presented for advertising purposes; and

d]  Gifts less than B350 Invalue,

{3} The accounting officer must promptly report any alleged santravention of subparagraph (1) to the Natfons!

Treasury for considering whether the offending person, and any representative ar intermedizry through

which such persan |5 alleged to have acted, should be listed in the Natfonal Treasery's database of persons

prohlblted fram doing buslness with the public sectar,

47,  Sponsorships

The accpunting officer must promptly disclaose to the Waticnal Treasury and the relevarnt provincial treasury any

sponsarship promised, offered or granted, whether directly or through a representstive or intermedisny, by any

persan wha is —

- ______ _ _ _ _____________ ______— _ ___ ____ _____________|

— i
et

Ugu Cistrict Muriciparity Pages 71 of 74 March 2014
Dilestelke W urislpal lbelt
Umnasipala Wesifunda



48.

P35

[a} a provider or prospective provider of goods or services; or

{bl arecipient or prospective reclplent of goods disposed or o be dispased.

Objections and complaints

Persens aggrieved by decizslons or actions taken in the Implementation of thls supply chain management systesm,

may lodge within 14 days of the decislon or actlon Indication of thelr grievance.:

49,

(1)

(2]

(3)

{4}

(5)

Resolution of chjections and complaints against procurement process

The accounting officer must zppeint an independent ard impartial officiz?, not directly invelved in the
supply chain management processes o assist In the resoluiion of ablectlons and complalnls Detween the
ruricipality and any other person regarding:
a)  the implementation of the procutement process in terms of the supply chain management system,
or
bl  any matter arising from the implementation of the procurement precess n tenms of the supply chain

rrandgement system,

The accounting officer, or another offielal designated by the accounting officer, |s respanzible for asslsting

the sppointed persan 1o perform his or her functicns effectively.

The persen appointed must —
al  strive to rescive pramptly alt objections and complaints
h} received; end
¢l submlt monihly reports to the accounting officer on all such oh|ections and complaints recelved,

sltended 1o or resalved.

ff the independent snd impartial person referred to in peregraph {1}, is of the view that a matter should be
dealtwith in terms of paragraph extemnally, . he or she shall forthwith tefer the matter to the Municipal Bid

Tsibunals convened at Provincial Traasury: and that Tribunal shall then hear zod determing the matter,

Ar abjection ar complaint may be referred 2o the KwaZulu-MWatal Provincial Treasury if:

al  theobjection or complaint |3 not resclved within 60 days; or
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{3

(4)

&)

5.
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bl noresponse is forthcoming within &0 days,

Ifthe Provincial Treasury does not ar cannet reselve the matter, the objection or complaint may be referred

to the Mational Treasury for resalution.

Munlcipal Bid Appeals Tribunat

The council shall utilize a Municlpal Bld Appeals Tribunal for matters referred by the Independent & Impartial

person referred ta in 49 ahove

The powers, dutles and fenctions of the Municipal Bid Appeals Tribunal, and matters incigental therets, are

g2t outin the Rules which are appended to this Supply Chain Manazement Policy and marked Appendix A.
The administrative and secretarlal work imvaolved in the performanee of the duties and functions of the
Murnicipal Bid Appeals Trizunal shall be performed by officers of the Provincial Treasury as set out inthe Rules

referred to in paragraph

There shall be no further zppeal against 2 decision of the Municipal Bid Appeais Tribunst, expect ior whare

nermaf legal rights exlst, sueh as referrzl to High Court far Review fPala.

Contracts providing for compensation hasad on turnover

If a service provider acts on behalf of a municipality o provide any service o act asa collector of fees, servies charges

of taxes and the compensetion payable to the service provider is fiked as an sgreed percentage of turnover far the

service or the amount coliecied, the tontract between the service providar and the municipality must  stiputate:

52,

{a) & cap on the campensation payable to the service praovider; and

te}  thatsuch compensetion must be performance based.

Rales and responstbilitias

The SCM uait Is tasked with the effective and efficient implementation of this policy document, thereby ensurlng

campliznce with end enforeement of the SCM poticy.
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53. Monitoring and evaluatlon

. Imternai Audit, as part of their ennual aodit plaa, shall monitor and evaluate compliance with the SCR policy,

54. Annual review and amendments to the policy

(1) The SCM anit is tasked with the annual revlew of the policy, and to submit the updated policy to the Policy
Task Team for review and cnward submisslon through the relevant structures, and culminating in Council

approval thereef pricr to the commencement of each financial year.
2] The SCM uritis alse tasked with effecting amendments to the pelicy during the yvear, when necessary, and

to submit the updated polley to the Policy Task Team for raview and anward subrmission through the

relevant striectures, and cufmlinating in Council approval thereof,

5.  Commenecement of the policy

This palicy shall come Into effect on the date of the adoption by the Ugu District Municipality Council,

5.  Courncil approval

| T ' Draft Supply Chain Management Palicy 2016/2017

[VERSIDN S WVerslen 1, O

' COMPILED BY _ Suppl_ychamManagémem .E_!nlt

EFFECTIVE DATE A0 june Eﬂié o

. SUMMARY i T This document |s the Supply Chain Banagerment Policy applic_éal-é.‘l.:.:;thé. .
| Lgu Distrlict hMuniclpality
‘ COUNCIL RESOLUTION NUMBER o
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1. INTRODUCTION
Asset Management encompasses planning/demand management, acguisiticns, use, maintenance,
and disposal of assets. Ugu District Municipality should use assets to affect efficient and effective
service defivery to the community within the Ugy District,

The purpose of the Asset Management Policy is to govern the management of assets owned by Ugu
District Municipality (both operationally and financiaily} to ensure that they are managed, controifed,
safeguarded, and used in an efficient and effective manner.

2. DEFINITIONS

2.1. Accounting Standards Board means the board established in tetms of section 57 of the Pulidic
Finance Management Act [PFRMA). The sectlon refers to the function of the board, which is to
establish standards of Generally Recognised Accounting Practice (GRAP} as required by the
Constitution of the Republic of South Africa

2.2. Assets are resources controlled by an entlty as the result of past events and from which future
aconamic beneflts or future service potential are expected to flow to the entity.

2.3. Asset Manager is any official who has been delegated responsibility and accountability for the
control, usage, physical and financial managemeant of the municipality’s assets in accordance with the
council's standards, poficies, procedures, and puidelines,

2.4. infrastructure means assets that usually display some or all of the following characteristics
2.4.1. theyare part of & system or netwaork;
2.4.2, they are specialised in nature and do not have alternative uses;
2.4.3. theyare immovahie; and
2.4.4. they may be subject to constraints ¢n dispesal
2.4.5, Examples of infrastructure assets include road networks, sewer systems, water
2.4.6. and power supply systems and communlcation networks

2.5.Investrment properties-are defined as properties that are acquired for economic and capital gains.
Examples are leased office buildings and underdeveloped [and acquired for the purpose of resale in
future years,

2.6. Attractive Hems are iterns of property, plant or equipment that are not significant enough for
financial recognition but are attractive encugh to warrant specia! safeguarding.

2.7. Capitalization is the recognition of expenditure as an Asset in the Financial Asset Register.

2.8, Carrying amount is the ameount at which an asset is included in the balance sheet after deducting any
accumulated depreciation thereon, is the amount at which an asset is recognised after deducting any
accumulated depreciation and accumulated impairment [osses

2.9.Cost is the amount of cash or cash equivalents paid or the fair vafue of the other consideration given
to acguire an asset at the time of its acguisition or construction,

2.10. Cost of acquisition” is all the costs incurred in bring an item of plant, property or equipment to the
reguired condition and location for its intended use.

2.11. Component is a part of an asset with a significantly different useful life and significant cost in
relation to the rest of the imain asset. Component accounting requires that each such part should be
separately accounted for and is treated separately for depreciation, recaognition and derecognition
purposes. It is also referred to as separately depreciable parts
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2.13.

2.14,

2.15,

2.16.

2.17,

2.18.

2.19,

2,20,

2.21,

2.22.

2.23.

2.24.

P23s80

Depraciation is the systematic allocation of the depreciable amount of an asset aver its usefu life.

Depreciakle amount is the cost of an asset, or other amount of an asset, or other amount
substituted for cost in the financial statements, less its residual value.

Fconomic Life is either:
2.14.1, the period over which an asset is expeacted to yield economic henefits or service potential
o one or more users, or
2.14.2. the number of production or similar units expectad to be obtained from the
2.14.3, asset by one ormore psers

Enhancement/Rehabilitation is an [mprovement or augmentation of an exlsting asset {including
Separately depreciable paris) heyond its originally recognised service potentiat for exampla,
remaining useful life, capacity, guality, and functionality

Fair value is the amount for which an asset could be exchanged between knowledgeable willing
rarties in an armt's length transaction.

Financial asset register is the controlied register recording the financial and other key details for sl
municipal assets recognized in accordance with this policy.is a record of information on each asset
that supports the effective financial and technical management of the assets, and meets statutory
teguirements. :

Financially Sustainable, in relaticn to the provision of 2 municipal service, means the provision of a
murkcipsl service in a manner aimed at ensuring that the financing of that service from internal
and external sources, including budgeted income, grants and subsidies for the service, is sufficient
to cover the costs of—the initial capital expenditure reguired for the service; operating the service;
and maintaining, repalring and replacing the physical assets used in the provision of the service &

Property, plant, and eguipment are tangible assets that: Are held by o municipafity for use in the
proguction of goods or supply of goods or services, for rental to athers, for administrative purpose,
gnd are expected to be used during more than one period,

Recaverable amount is the amount that the municipabity expects to recover from the future use of
a1 asset, including its residual value on disposal.is the higher of a cash-generating asset’s or units
net selling price and 1ts value in use.

Recognition is the process by which expenditure is included in the Financial Asset Register as an
as5et,

Recognition is the process of incorporating in the statement of financial position or statement of
financial performance an ftem that meets the definition of an element {of financial statements)
and saifsfies the criteria for recognition, namely.
2.22.1. Itis probable that any future econemic benefit or service potential associated with the
itern will fliow to or from the entity and
2.22.2. The ltem has a cost or value that can be measured relizhly

Refurbishment/Maintenance to an asset will restore or maintain the originally assessed future
economic benefits or service potential that an entity can expect from an asset and is necessary for
the planned life to be achieved

Residual value is the net amount that the municipality expects to obtain for an asset at the end of
its useful life after deducting the expected costs of disposal.is the estimated amount that an entity
waid currently abtain from disposal of the asset, after deducting the estimated costs of disposal,
if the asset were already of the age and in the condition expected at the end of its useful life
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2.25. Remaining Useful Life is the time remaining (of the total estimated useful life) until an asset ceases
to provide the required service level or economic usefiiness

2.26. Service Fotential is a tangible capital asset’s output or service capacity, normally determined by
reference to attributes such as physical cutput capacity, guality of output, associated opetrating
costs and usetul life

2.27. Stewardship is the act of taking care of and managing property, plant or equipment on behalf of

another.

2.28. Useful life is either:

2.28.1.

2.28.2,

The estimated period of time over which the future economic benefits or future service
patential embadied in an osset are expected to be consumed by the municipaiity, or

The estimated total service potentiof expressed in terms of production or similar units that
is expected to be obtained from the asset by the municipality.

3. POLICY OBJECEIVES

3.1.

3.2,
3.3.

3.4,
3.5.

4,

Tu ensure the effective and efficient control, utilization, safegurarding and management of Ugu
District Municipality's property, plant, and eguipment.

To ensure Senior managers are aware of their responsibilities in regards of infrastructure assets.
To set out the standards of physical management, recording and internal controls to ensure
property, plant and equipment are safeguarded against inappropriate loss or utiisation.

To specify the process requived before expenditure on property, plant and equipment occurs.
To prescribe the accounting treatment for property, plant and equipment in Ugu Distelct
Municipality including:

3.5.1.
3.5.2.
3.5.3.
3.5.4.

3.5.5.
3.5.6.

The criteria to be met before expenditure can be capitalised as an item of property, ptant,
and equipment,

The criteria for determining the initiaf cost of the different items of property, pant, and
eguipment,

The method of calculating depreciation for different items of property, plant, and
eguipment,

The criteria for capitalising subseguent expenditure on property, plant, and equipment,
The policy for scrapping and disposal of property, plant, and equipment,

The classification of property, plant, and eguipment

PRESCRIPTIVE/LEGAL FRAMEWORK

4.1. This policy must compky with all relevant legislative requirements including:

4.1.1.
4.1.2.
4.1.3.

The constitution of the republic of south Africa, 1996
mMunicipal systems act, 2000
Municipal Finance Management Act

4.2, This policy does not over rule the reguirements to comply with other policies such as:

4.2.1.
4.2.2,
4.2.3.
4.2.4.
4.2.5.
4.2.6.
4.2.7.

Supphly Chain BAanagement Policy
Asset AMfanagement Policy
Gisposal Policy

Heet Management Policy
Insurance Policy

Security Policy

Faciiities Management Pollcy
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4.3, This policy is informed by the four Standards of Generally Recognised Accounting Practice (GRAP),
the following standards are components of fixed assets i.e,
4.3.1. Property, Plant and Equipment, GRAP 17
4.3.2.  Inventories, GRAP 12
4.3.3. [|nvestment Property, GRAP 16 and
4.3.4. Impairment of Mon-cash generating assets, GRAP 21
4.4, The Chief Financial Officer will provide guidance or adjust this policy where an apparent conflict
exisis hetween this policy and other policies, legislation, or regulations

5. POLICY APPLICATION

5.1.This policy applies to all Ugu District Municipality's permanent and temporary employees: internal or
external contractors (hereafter referred to as "Users” and “Third Parties”] who utilise the
dunicipality's assets.

6. ROLES AMC RESPONSIBILITIES

6.1. The Municipal Manager

6.1.1. [sresponsite for the management of the assets of the municipality, including the
safeguarding and the maintenance of those assets.

6.1.2. Shall ensure that the municipality has and maintains a management, accounting and
infarmation system that accounts for the assets of the municipality;

6.1.3. Shall ensure that the municipality’s assets are valued in accardance with standards af
generally recognized accounting practice

6.1.4. Shalf ensure that the municipality has and maintains a system of internal control of assets,
incleding an asset reglster; and

6.1.5. Shall ensure that the General Managers and their depariments comply with this palicy

6.1.6. Shall ensure that all items of property plant and equipment are insured immediately at
least against flre and theft, snd that all municipal buildings are insured at feast against fire
and alied periis.

8.1.7. Shall recommend to the Councit of the Municipality, after consulting with the Chief
Financial Officer, the basis of the insurance to be appled to each type of asset: either the
carrying value ar the replacement value of the assets concerned. Such recommendation
shall take due cognisance of the budeetary resources of the Municipality,

8.2. The Chief Financial Cfficer.

6.2.1. The CFQ shall be the custodian of the fixed asset register of the Municipality;

6.2.2. Noamendments, deletions or additions to the fixed asset register shall be made other
than by the Chief Financial Officer or by an official acting under the written instruction of
the Chief Financial Officer.

6.2.3. Appropriate systemns system of financial management and internal control are established
and carried out diligently around asset management;

£.2.4. S5hail ensure that the financial and other resources of the municipality are utifized
effectively, efficiently, ecanomically, and transparently;

6.2.5. Shatl ensure that any unauthorized, irregular, or fruitfess or wasteful expenditure, and
losses resulting from criminal or negligent conduct, are prevented;

B.2.5. Shall provide the Auditor-General or his parsonnel, on request, with the financial records
relating to assets belonging to Council as recorded in the Fixed Asset Register,

6.2.7. Shall ensure that financial processes are established and maintained ensure the
municipality’s financial resources are optimally utilized through appropriate asset plan,
budgeting, purchasing, maintenance and disposal decisions.

6.2.8. Shall ensure that the municipal manager is appropriated advised on the exercise of
powers and duties pertaining to the financial administration of assets;

5.2.9, Shall ensure thai this policy and any supporting procedures of gutidelines are established,
maintained, and effectively communicated
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6.3. Asset Manager:

6.3.1,
6.3.2.

6.3.3.
6.3.4,
6.3.5.

6.3.6.
6.3.7.

6.3.8.

6.3.9.

6.3.10.

£.3.11.

6.3.12.

6.3.13.

6.3.14.

6.3.15.

shall ensure that complete asset rapisters kept, verified, and batanced regularly.

Shall ensure that all movable and immovable assets are properfy bar coded and
accounted for,

shail ensure that quarterly physical verification for movable assets are conducted

Shall ensure that annual physical verification for immovable assets are conducted.

Shall ensure that adequate bar codes and equipment o exercise the function relating to
asset management is avaifahle at all times.

shall ensure that all assets are insured in accordance with the Insurance Policy.

Shall enzure that the Fired Asset Reglster is balanced gquarterly and annually with the
general ledger and the Trial balance ffinancial statements,

Shall ensure that the relevant information relating to the calcufation of depreciation is
alitaired from the depariments and provided to the Budget Treasury Office departiment
int the prescribed format,

Shall ensure that asset acquisitions are allocated to the correct asset code.

shall ensure that, before accepting an ohsolete or damaged asset, & completed asset
disposal form, counter signed by the Asset Management Section, is presented.

Shall ensure that a verifiable record is kept of all chsolete, damaged, and unused asset or
asset inventory items received from all the departments.

shall issue an asset control sheet which shatl serve as a control register for all moveabie
assets of the Municipality. The responsible official shall sign the asset contral sheet to
confirm the receipt and custody of the list of assets in their offices.

shall compile a list of the items to be auctloned in aceordance with the Supply Chain
Management (SCW) Pedicy.

Shail compile and circulate a list of unused movable assets to enable other departments
to obtain items that are of use to them.

Shall ensure that the SCh unit is notified of any auctioning or disposing of written-off
asset.

.4, Generzal Managers

6.4.1.

6.4.2.

G.4.3,
6.4.4.

B.4.5.

thall ensure that employees in their departments adhere to the approved Asset
Management Policy.

Shall ensure that an assels cogrdinator with delegated authority has been nominated to
implement and maintain physical control over assets in the department, The Asset
Wianagement Section must be notified of who the responsible person fs. Although
authewity has been delegated the responsibility to ensure adeguate physical controf over
each asset remains with the general manager.

shall ensure that employees who contravenes the operational procedure or who use the
municipal assets negiigence and for their persenal gain are disciplined accordingly.

shall be directly responsible for the physical safekeeping of any asset comrolled or used
by the Department in question.

In exercising this responsihility, shall adhere to any written directives issued by the
Municipal Manager 1o the Department in guestion, or generally to all Departments, in
regard to the control of or safekeeping of the Municlpality’s fixed assets.

6.5. General Manager responsible for Infrastructure Assets,

6.5.1.
6.5.2.
6.5.3.
B.5.4.

6.5.5.
6.5.6.

6.5.7.

Shaill ensure that a matntenance policy is approved and property implemerted.

Shall develop a maintenance plan for the infrastructure assets for their section.

Shall ensure that their departments had Implemented operational procedures.

thall enzure that assets are properly maintained in accerdance with the maintenance
policy.

shall ensure that the assets of the council are not used for private gain,

Shatl ensure that all their movable assets as reflected on the fixed Asset Register and are
bar coded where possibbe.

Shall epsure that the Asset Management Section s notified of any changes in the status of
the assets under the department’s control.
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6.5.8.

£.5.9.

b.5.10.

6.5.11.

6.5.12.

6.5.13.

6.53.14.
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Shali certify in writing that they have assessed and identilied impairment losses an alk
assets at year end.

Shall ensure that ali ohsolete and damaged asset iterns, accompanied by the retevant
asset form and attached disposal forms, are handed in to the Asset Management Section
without delay.

Shaif ensure that the correct cost element and descriptian are being used before
authorizing any requisitions,

Shall assist during the annuat physical verification of infrastructure assets incleding the
land and building.

Shall develop an infrastructure assets management plan for their department such as
Water supply, Sanitation, Solid waste, and other Properties.

shall unbundled or componentized and assign estimated useful life tg each component of
all completed projects during the financial year and submit the componentized list to the
Asset Management Unit for updating the asset register.

Shall sign and date deciarations stating that the list of componentized assets for their
departments is complete & accurate except for the discrepancies as reported to Asset
Management Unit.

6.6, Al Municipal Personnel

6.6.1,

6.6.2.
6.6.3.

6.6.4.

B.6.5.
6.5.5.

6.5.7.

6.5.8.

Shall ensure that assets assigned to them are utilized effectively, efficiently, econoemically,
and transparently

Shall ensure that the assets of the municipal are not used for private gain

Shall notify the assets coardinators and assets management secticn of alt chsolete,
damaged, and stolen assets, without delay.

Shall mrake available the assets under their possession for verification by the assets
management unit guarterly and annually,

Shalt ensure that afl assets under their possession are properly bar-coded.

Shall ensure that on termination of service they returned the assets to their supervisors
and compete & termination assets clearance form.,

Shall notify the asset coordinators and assels management unit of the movement and
transfer of assets assigned to them by completing an assets transfer form.

Shall ensure that they comply with the operational procedures.

7. POLICY PRINCIPLES: ASSET MANAGEMENT PART

7.1. Pre-Acquisition Planning:

7.1.1.

7.1.2.
7.1.3.

714,
7.1.5.

7.1.6,

71T

Before a capital project is incluged in the budget for approval, the senior manager of the
refevant department must demaonstrate that they have considered:

The projected cost over all the financial years until the project is operational;

The future operational costs and revenue on the project, inchrding tax and tariff
implications;

The financial sustainability of the projact over its iife intluding revenue generation and
The physical and financlal stewardstip of that asset through all stages in its life including
acguisition, instatlation, maintenance, operations, disposal, and rehabilitation;

The inclusion of this capital project in the integrated development plan and future
budgets;

The chiaf financial officer is accountable to ensure the senior manager of the relevant
department receives all reasonable assistance, guidance, and explanation to enable them
1o achieve their pfanning requirements.

7.2. Approval te Acquire Property Plant and Eguipment;

7.2.1.

rMoney can anly be spent on a capital project i,

7.2.1.1. The money has been appropriated in the capital budget,
7.2.1.2. The project, incluging the total cost, has heen approved by the council,
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7.2.1.3. The CFO confirms that funding is available for that specific project, and

7.2. L4, Any contract that will impose financial abligations beyond two years after the budget
year must be appropriately disclosed.

7.2.1.5. Acquisition of the Assets will then foliow the normal process of the Supply Chain

7.2.1,56. Management Policy and Procedures

1.3. Funding of capital projects
Within the municipality's on-geing financial, legislative, or administrative capacity, the chief
financhal officer witl establish and maintain the funding strategies that optimise the municipality's
ability to achieve its Strategle objactives as stated in the Integrated develepment plan.

7.4. Disposol of property plant and equipment
7.4.1.  The municipality may dispose of an asset In line with the Asset Dispasal Policy

7.5.Estahiishment and Management of the Financial Asset Register

7.5.1, The Chief Financial Officer will estabtish and maintain the Asset Register containing key
financial data on each item of Property, Plant or Eguipment that satisfies the criterion for
recegnition. Asset Manager are responsible for establishing and maintaining any
additional register or database required to demonstrate their physically management of
their assets.

7.5.2. The Asszet Manager is responsible to ensure that sufficient controls exist to substantiate
the guantlty, value, location and condition all assets in the registers.

7.6, fontents of the Financtal Asset Register
7.8.1. The fixed asset register shall be maintained in the format determined by the Chlef
Financial Officer, which farmat shall comply with the reguirements of Generally
Recoghised Accounting Practice {GRAP) and any other accaunting reguirements which
may he prescribed.
7.6.2, The fixed asset register shall reflect at kzast the fullowing informatlon:
7.6.2.1. A brief but identifighle description of each asset
7.6.2.2,  classification of each asset
7.6.2.3.  the date on which the asset was acquired for use
7.6.2.4, the location of the asset
7.6.25.  the departments within which the assets will be utilized
7.6.2.6. the responsible person for this asset
16827 thetitle deed number, in the case of fiked property
7.6.2.8.  the stand number, in the case of fixed property
7.8.29,  aunigque identification number '
7.6.2.10. the ocriginal cost or fair value if no costs are avatlable
7.6.2.11. the (fast) effective date of revaluation of the fixed assets subject to
revaluation
7.6.2.12, the revaluad value of such flxed assets
7.6.2.13. the valuer wheo did the (last} revatuation
7.6.2.14, accumulated depreciation to date
7.6.2.15.  the carrying value of the asset
7.6.2.16, whether this is a cash or non-cash generating asset
7.6.2.17.  the method and, where applicable, the rate of depreciation
7.6.2.18. impairment losses
7.6.2,19,  impairment recovery
7.6.2.20. the source of financing
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7.6.2.21. whether the asset is required to perform basic municipal services;
7.6.2.22. the date on which the asset is disposed of

7.6.2.23. the dispesal proceeds

7.6.2.24, the date onwhich the asset is retired from active use, and held for disposal
7.6.2.25. the residual value of each asset

7.6.2.26, measurement model

7.6.3. An asset shall be capitalised, that is, recorded in the fixed assets register, as soanasitis
acquired. If the asset is constructed over a period of time, it shall be recorded as Work-In-
Progress until it is available for use, where after it shall be appropriately capitalised as an
asset.

7.6.4. Anasset shatl remain in the fixed assets register for as long as it is in physical existencea,
The fact that a fixed asset has been fully depreciated shall not in itself be a reason for
writing off such an asset,

7.7 Physical Vertication of all assets
7.7.1.  The Asset Management Section shall conduct a physical verification quarterly for movable
assets and anaually for immevable assets.
7.7.2.  The cooperation of all Municipal persennel shall be required In accamplishing the physical
Verificatlon task in attempt to minimize the time demanded of them,
7.7.3. The designated officials in the different Departments within municipality must execute
the functions listed below:
7.7.3.1. Ensure that the bar code number and location number are reflectad on the
asset movement form by the relevant official on the receipt of the asset, Whers
applicable, the serial number or registration number should e included
7.7.3.2. Complete the asset movernent form when transfers scour and forward the
completed original form 1o Asset Management Sectian.
2.7.3.3. Ensure that a completed asset disposal form is submitted when an asset item s
dispased of after the necessary approval has heen obtained.

7.8, Classiflcation, aggregations & components
7.8.1. Classification of Assets
7.8.1.1; Assets that meet the definition and the recagnition criteria shal be capitalized 1n the
fixed azsets register and be classified as follows
7.8.1.2. Propery Plant and eguipment if its meet the definition of property plant and

equipment as per GRAP 17,

7.8.1.3. intangibles assets if its meet the definition of an intangible assets as GRAP 102,

7.58.1.4, nvestrment properties if it's the definition of the investment properties as per GRAP
16

7.8.2. Major Component

7.8.2.1. The Asset Manager may, with agreement of the Chief Financial Officer, treat specified
majcr Components of an tem of property plant or eguipment as a separate asset for
the purposes of this Policy.

7.8.2.2. These major components may be definad by s physical parameters or s financial
parameters.

7.8.2.3. In agreeing to these treatments, the CFO must he satisfied that these companents:
ZB8.2.31. Hovesignificantly a different useful life or Usage pattern to the maoin gsset,
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7.8.2.3.2.  Afign with the assef manogement plans,
7.8.2.3.3. The benefits justify the costs of separate identification,
7.8.2.34 |tis proboble that future economic benefits or potential service delivery
gssociated with the asset will flow to the municipality,
7.8.2.3.5. The cost of the asset o the muricipality can be measured refiably,
7.8.2.3.6, The municipality has gafned controf over the asset,
7.8.23 7. The pssetis expected to be used during more than one financial year.
7.8.2.4. Onee a major component is recognized as a separate asset, it may be acquired,
depreciaied, and disposed of as if 1t were 2 separate asset.
7.8.2.5, All other replacements, renewals of refurbishments of components will be expensed.

8, POLICY PRINCIPLES: ACCOUNTING POLICY PART:

8.1. Recognition of Assets
The cost of an itemn of property, plant and eguipment shall be recognised as an asset if, and only ift
B.1.1. it is probable that future economic benefits or servica potential associated with the item
will flow to the entity, and
8.1.2. the cost or fairvalue of the item can be measyured retiably

8.2, Measurement ot recognition.
8.2.1  Anltem of assets that gualifies for recognition as an asset shalf be measured at its cost.
8.2.2. Where an asset is acquired at no cost, or for 2 nominal cost, its cost is its falr value as at
the date of acquisition.

8.3. CEfements of cost
The cost of an item of property, plant and eguipment comprises:

8.3.1. s purchase price, including import duties and non-refundalde purchase taxes, after
deducting trade discounts and rebates.

8.3.2. Any costs directly attributable to bringing the asset to the location and condition
necessary for it to be capatle of operating in the manner Intended by management.

8.3.3. The initial estimate of the costs of dismantling and removing the tem and restoring the
site on which it is located, the obligation for which an entity incurs either when the item is
acguired or 28 8 conseguence of having used the item durlag a particular pericd for
purposes other than to produce inventories during that period.

B.3.4. Examples of directly attributable costs are:

8.3.4.1. Costs of employee benefits (25 defined in the Standard of Generally Recognised
Accounting Practice on Employee Benefits} arising directly from the construction or
acquisitlon of the tem of property, plant, and equipment,

8.3.4.2. costs of site preparation,

2.3.4.2. indtial delivery and handling eosts,

8.3.4.4, installation and assembly costs,

B.3.4.5. costs of testing whether the asset is functioning properly, after deducting tenet
proceeds from seling any items produced white bringing the asset to that locatlon
and condition

8.3.4.6. Professional fees.

8.4. Measurement after recognition
After recagnition as an asset, an item of property, plant and equlpment shall be carried at its cost
less any accumulated depreciation and any accumulated impairment losses

B.4.1. Each part of an item of property, plant, and equipment with a cost that insignificant in
refation to the total cost of the tem shall be depreciated separately

8.4.2. The depreciation charge for each period shall be recognised in surplus or deficit unless §t
is included in the carrying amount of ancther asset,
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2.4.6.
2.4.7.
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Depreciation of an asset begins when it is available for use, i.e. when it is in the location
and condition necessary for it to be capable of operating in the manner intended by
management.

Depreciation of an asset ceases when the asset is deracognised.

Therefore, depreciation does nat cease when the asset become sidle or is retired from
active use held for disposal unless the asset is fully depreciated.

The depreciable amount of an asset is determined after deducting its residual vatue,
The residual value for infrastructure assets, Herltage assets, community assets and
intangible assets shall be zarn at initial measurement.

8.5, Inftiol determination useful life

8.5.1.

The asset management unit needs ta determine the useful fife of a particular item or class

property, plant and equiprment through the development of a strategic asset

management plan that forecasts the expected usefid life that asset. This should be

developed as part of the Pre-Acgufsition Planning that would consider the following

factors:

8.5.1.1.1. The operational, maintenance, renewal and disposat prograra that will
gptimize the  expect long term costs of owning that asset,

2.5.1.1.2. economic cbsolescence because it is too expensive to maintain,

£.5.1.1.3. functional obsolescence because it no longer meets the municipalities needs,

8.5.1.1.&4 technological ohsolescence,

8.5.1.1.5. sociat obsolescence due to changing demographics, and

8.5.1.1.6. Legal obsolescence due to statutory constraints

8.6. Rate of depreciotion

B.G.1.

B.6.2.

The Chief Financial Officer shall assigh a useful operating ife to each depreciable asset
recorded on the Municipality’'s fixed asset register. In determining such a useful iife the
Chief Elnancial Officer shall adhere to the useful fives of assets set out in this Policy
document, Refer to Annexure A: Useful Lives

tn the case of an asset which is not listed in useful tives of assets, the Chief Financial
Officer shall determine a useful operating life, if necessary in consultation with the Head
of Department who shall control or use the asset in question, and shall be puided in
determining such useful bife by the likely pattern Tn which the asset’s economic benefits or
servloe potential will be consumed,

8.7. Review of useful fife, depreciation methad and the residuv! value

8.7.1,

8.7.2.

The useful life, depreciation method and the residual value applled to an asset shail be
reviewed at least at each reperiing date and, if thers has been a significant change in the
expacted pattern of consumption of the future economic benefits or service potential
embodizd in the asset, the method, useful iife and residual value shall be changed to
reflect the changed pattern.

Such a change shall be accounted for as a change In an accounting estimate in accordance
with Standard of GRAF 3 on Accounting Policies, Changes in Accounting Estimates, and
Errors

2.8, Review of depreciotion methad

B.8.1.

The depreciation method applied to ah asset shall be reviewed at least at each reporting
date and, if there has been a significant change in the expected pattern of consumption of
the future economic benefits or service potential embodied in the asset, the method shall
ke changed to reflect the changed pattern. Such a change shall be accounted for as 2
change in an accounting estimate In accordance with Standard of GRAP 2 on Accounting
Policies, Changes in Accounting Estimates, and Errors, '

£.8_Afernative methods of depreciation in specific instonces
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2.9,1. The Chief Financial Officer may ermploy the sum-of-enits method of depreciation in the
case of assets which are physically wasted in providing economic benefits or delivering
services,

B.9.2. The Chief Financial Officer shall only employ this method of depreciation i the Head of
Department controlling or using the asset in question gives a written undertaking to the
Municipal Manager to provide:
8.9.2.1. estimates of statisticat information reguired by the Chief Financial Officer to

prepare estimates of depreciation expenses for each financial year; and
8.9.2.2, actual statistical information, for each financial year.

8.9.3. The Head of Department concernad shall moreowver undertake to provide such statistical
information at the specific times stipulated by the Chief Financial Officer,

2.9.4. Where the Chief Financial Gfficer decides to employ the sum-of-units method of
deprectatlon, and the reguirements set out in the preceding paragraph have been
atherad to, the Chief Financial Officer shall inform the Council of the Bunicipatity of the
decizion in guestion.

8.14. Subsequent expenditiuve on property plant and eguipment

8.10.1. Assets are often medified during their life. There are twa main types of modification:
8.10.1.1. Enhancements / Rehabilitation:

B.10.1.1.1. This is where work is carried out an the asset that increases its service
potential. Enhancements normally increase the service potential of the asset,
and ar may extend an asset’s useful life and result in an crease in value.

8.10.1.1.2. These expenses are not part of the life oycle of the asset. These costs
normalky become necessary during the fife of an asset due in a change in use
of the asset or technological advances,

8.10.1.1.3. Disbursements of this nature relating to an asset, which has already baen
recognized in the financial statements, should be added to the carrying
amount of that asset, The value of the asset is thus increased when it is
probable that future economic benafits or service potentlal wil flow to the
Council over the remaining 1ife of the asset.

8.101.1.4. To be classified as capital spending, the expenditure must lead ta at least ane
of the following economic effects:
8.10.1.1.4.1. Modificatian of an item or plant to extend its useful life,

including an increase in its capacity;
8.10.1.1.4.2. Upgrading machine parts e achieve a substantial improvement
int the guality of output;

8.10.1.1.4.2.1. Adoption of new production processes enahling a
substantial reduction in previously assessed operating
costs;

£.,10,1.1.4.2.2. Extensions or modifications to improve functicnality
such as instabling computer cabfing or increasing the
speed of & Bift;
8.10.1.1.4.3. Improve the parformance of the asset

8.10,1.1.5. Expenditure related to repairs or maintenance of property, plant and
equipment are made to restore or malrtain the future sconomic benefits or
service potential that a municipality can expect from the asset,

B.10.1.1.6. Refurbishment of works does not extend functicnality or the life of the asset,
but are necessaty for the planned fife to be achieved. In such cases, the value
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of the asset is not affected, and the costs of the refurbishment are regarded
as aperating expense in the statement of financial performance.

8.10.1.2. Maintennnce / Refurbishments
8.10.1.2.1. Expenditure related to repairs or maintenance of property, plant and
equipment are made to¢ restore or maintain the future economic benefits or
service potential that a municipality can expect from the asset,

£.10.1.2.2. Refurbishment of works does not extend functionality or the life of the asset,
bt are necessary for tha planned life to he achieved. In such cases, the value
of the asset is not affected, and the costs of the refurlishment are regarded
as opetating expense in the statement of financial performance.

2.11. MPAIRMENT OF ASSETS

8.11.1. The Riunicipality shall assess at each reporting period whether there is any indication that
an asset may be impaired. if any such indication exists, the Municipality shatl estimate the
recoverable service amount of the asset

8.11.2. [rrespective of whether there is any indication of impairment, the WMunicipatity shali also
tast an intanglide asset with an indefinite Iife or an intangible asset not yet available for
use for impairment annually by comparing its carrying amount with its recoverable
amaunt,

B.11.2. In assessing whether there is any indication that an asset may be impaired the
Mupicipality shall consider as a minkmum the following indicdtions:

8.11.4. Externzl indicators
8.11.4.2, Cessation ornear cessation of the demand or need fur services provided by the
asset
8.11.4.2. Significant long term changes with an adverse effect on the on the Municipality
have taken place during the peried or wilf take place in the near future, in the
technological, Jegal or government policy environment which the Municipality
opergtes.

B.A1.5. internal indicators

8.11.5.3. Evidence is available of physical damage of an asset

8.11.5.2. Significant long term changes with an adverse effect on the entity have taken place
durlng the period, or are expected to take place in the near future in the extent to
which or manner in which the asset is used or expected to be used. These changes
include the asset becoming idle, plans to discontinue or restructure the operation
to which an asset belongs or plans to disposes of an asset before the previously
expected date

5.11.5.3. A decision to halt the construction of the asset before it s complete orin a usable
condition

£11.5.4. Evidence is available from Enternal reporting that indicates that the service
performance of an asset is or will be significantly worse than expected

8.11.5. The Chief Financial Officer shall amend the useful operating life assigned to any assef it it
becomes known that such asset has been materially impaired or improperly maintained
te 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.
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8.11.7. If the value of property ptant and eguipment has been diminished to such an extent that
it has no-or 2 negligible further usaful operating fife or value such asset shall be fully
depreciated in the financial year in which such diminution in value ocours,

8.11.8. Similariy, if an itern of property, plant and equipment has been lost, stolen or damagad
beyond repair, it shall he fully depreciated in the financial year in which such event
oceurs, and if the asset has physically ceased to exist, it shall be written off the fixed asset
register.

B.11.8. Every General Manager shall ensure that any incident of loss, theft, destruction, or
material impairment of any asset controlled or used by the Department in question is
promgtly reported in writing to the Chief Financlal Officet, to the Internal Auditor, and —
in cases of suspected theft ar malicious damage — alsa to the South African Police Service.

8.11.10. tn all the foregoing instances, the additional depreciation expenses shall be debited to the
Department or YVote cantroHing or using the asset in guestion.

5.12. Derecognition Of Assets
8.12.1. 23.1 The carrying amount of an item of property plant and equipment shall be
derecognised:
2.12.1.1. a) Ondisposal, or
8.12.1.2, L} wWhen ng firture economic benefits or service potential are expected from
its use or disposal

8.12.2, The gain or loss arising from the derecognition of an itern of property plant and
equipment shall be included in surplus or deficlt when the item is derecognised

2.12.3. The gain or less arising from the derecognition of an item of property, plant and
egitipment shall be determined as the difference between the net disposal proceeds if
any and the carrying amount of an item,

B.12.4. Every Head of Department shall report in writing to the Manager: Assets ail assets
controlied or used by the Department concerned which such Head of Departmeit wishes
to alienate by public auction. The Manager: Assets shall thereafter consolidate the
requests received from the various Bepartments, and shall promptly repart such
consofidated information to the Disposal Cammittee of the Municipality, refer to Disposal
Policy.

8.12.5. Once the iterm of property, plant, and eguipment is disposed, the Chief Financial Officer
shall delete the relevant records from the fixed assef register.

8.12.6. Transfer of assets to other Municipalitlas, Municipal Entities {whether or not under tha
Bunicipality's sole or partial control) or other organs of state shall take place in
accardance with the above procedures, except that the pracess of alienation shall be by
private treaty.

8.13. Ciher write-offs of ossets

8.13.1. The item of property, plant, and eguipment even though fully depreciated shall be written
off only on the recommendsation of the Head of Departrnent controlling or uslag the asset
concerned, and with the approval of the Council of the Municipality.

B.13.2. Every General WManager shall report to The Manager: Assets any items of property, plant,
and equipment which such General Manager wishes to have written off, stating in full the
reason for such recommendation. The Mahager: Assets shall consoligate all such reports,
and shall prormptly submit a recommendation to the disposat committes on the assets to
he written off.

8.13.3. The only reasons for wyiting off property, plant and equipment other than the alienatian
of such assets, shall be the loss, theft, and destruction or material Impairment of the asset
in guestion.
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8.13.4. In every instance where a not fully depreciated asset is written off, the Chief Financial
Officer shall immediately debit te such Depariment or Vate, as additional depreciation
expenses, the Tull carrying value of the asset concerned

8. Financiof Disclosure

9.1. The financial statements shall disclose, for each dass of property, plant, and equipment
recoghised in the financial statements:
9,1.3. the measurement bases used for determining the gross carrying amourt,
9.1.2. the depreciation methods used, "
9.1.3. the useful lives ar the depresiatlon rates used,
9.1.4. the gross carrying amaount and the accumulated deprectation (aggregated with
accumulated impairment lossas) at the beginning and end of the period, and
9.1.5. & reconciliation of the carrylng amount at the beginning and end of the period showing:

9.1.5.1. additions,

8.1.5.2_disposals,

0.1.5.3. acguisitions through business combinations,

9,1.5.4. increases or decreases resulting from revaluations and from impairment losses
recognised ar reversed directly in net assets under the Standard of GRAF an
Impairment of Assets, impairment losses recognised in surpbus or deficit in
accordance with the Standard of GRAP on Impairment of Assets,

9.1.5.5. impairment [osses reversed in surplus er deficit In acesrdance with the Standard of
GRAP on Impairment of Assets,

0.1.5.6. depreciation,

9.2. The financial statements shall also disclose for each cfass of property, plant, and eguipment
recoghised 1n the financial statements:

9.2.1. the existence and amounts of restrictions on title and property, plant and equipment
pledged as securities for liabilities,

0.2.2. the amount of expenditures recagnised in the carrying amount of an item of property,
plant, and equipment in the course of its construction,

0.2.3, the amount of contraciuzal commitments for the acguisition of property, plant, and
equipment, and

9.2.4. ifitis not disclosed separately on the face of the statement of financial perfarmance, the
amount of campensation from third parties for items of property, plant and eguiprment
that were impaired, lost or given up thatis included in surplus or deficit,

9.2.5. Ifitems of property, Hant and equipment are stated at revalue amounts, the following
shall be disclpsed:

9.2.5.1. the effective date of the revaluation,
8.2.5.2. whether an independent valour was involved,
9.2.5.3. the methods and significant assumptions applied in estimating the items’ fair values,
9.2.5.4, the extent o which the iterns’ fair values were determined directly by
9.2.54.1. reference to observable prices in an active market or recent market
9.2.5.4.2. transactions onarm’s length terms or were esiimated using ather
8.2.5.4.3. valuation technigues,
8.2.5.4.4. foreach revalue class of property, plant, and eguipment, the careying amount
that would have been recognised had the assets been carried under the cost
rmodel, and
9,2.5.4.5. The revaluation surplus, indicating the change for the period and any
restrictions on the distribution of the balance to owners of net assets.

9.2.6. Financial statements shatl also disclose the following for each class of property, plant, and
eguipment:

UG DISTRICT MUNICIPALITY DRAFT ASSET MANAGERMENT POLICY
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9.2.6.1. The carrying amaunt of temporarily idle property, plant, and eguipment,

9.2.6.2. The gross carrying amount of any fully depreciated property, plant and equipment
that is stflf in use, and

9.2.6.3. The carrying amount of property, plant and equipment retired from active use and
held for disposal.

8.2.7. The financial statement shail disclose the folewing for each class of intangible assets,
distinguishing between the internally generated intangible assets and other intangibles
assals:

%.2.7.1. wWhether the useful lives are indefinite or finite and, if finite, the useful
£.2.7.2. Lives or the amortisation rates wsed.
§.2.7.3. The amortisation methods used for intangilile assets with finite usefud lves.
8.2.7.4. The gross carrying amount and any accumulated amorlsation
9.2.7.5. {Aggregated with accumidated impalement losses) at the heginning and end of the
preriod.
0.2.7.6. The line item{s} of the statement of financial performance in which any amortisation
nf intangible assets is included.
9.2.7.7. A reconciliatlon of the carrying amount at the beginning and end of the period
showing:
9.2.7.7.1. additions, indicating separately those from internal development and those
acguired separately;
0.2.7.7.2. disposals;
0,2.7.7.3. assels classified as held for sale or included in 2 disposal group classified asg
hald for sale in accordance with the Standard of GRAP on Mon-Current Assets
Held for Sale and Discontinued Operations;
0,2.7.7.4. increases or decreases during the period resutting from revaluations under
paragraphs .78, 858 and .39 and {rom impairment losses recognised or
reversed directly in net assets in accordance (if any) with the Standards of
GRAP on Impairment of Assets;
0,2,7.7.5. impairment losses recognised in surplus or deficit during the period in
accordance {if any} with the Standards of GRAP on impairment of Assets;
0.2.7.7.6. impairment losses reversed in surplus or deficit during the period in
accordance {if any} with the Standards of GRAP on Impaiement of Assets);
9,2,7,7.7. any amoriisation recognised during the period; net exchange differences
arising on the translation of the financial staterments into the presentation
curreney, and on the translation of a foreign operation into the presentation
currency of the entity; and
0,2.7.7.8. Otherchanges in the carrying arnount during the period.

10, MOMTORING AND EVALUATION

10.1. This Palley shall be monitored and evatuated by the General Manager: Budget Treasury Office and
regular monitoring reports submitted to the Management Committee Meeting, Finance Pertfolio
Committes, Executive Committee, and Full Councll Meetings.

11, COMBMENCEMENT OF THE POLICY

11.1. This Policy shall come into effect on the date of the adoption by the Ugu District Municipality
Councii,

12, AMENDMENT AND/OR ABOLITION
12.1. This policy may be amended or repealed by the Municipality through a Council Resolution.

13. COMPLIANCE AND ENFORCEMENT

UG PMSTRICT MUNICIPALITY DRAFT ASSET MANAGEMENT POLICY
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13.1. Vielation or non-compliance with this policy will give a just cause for disciplinary steps to be
taken.

14, POLICY REVIEW
14.1. This Policy will be reviewed annually to ensure applicability and relevance,

15. APPEAL PRDCESS/ GRIEVANCE PROCEDURE

151 The policy must akso state what will happen if one of the users thereaf 1s not satisfiad or there
is & violation with the implementation process,

16. RECORDS OF APPROVAL

UGU DISTRICT MUMICEPALITY DRAFT ASSET MANAGEMENT POLICY
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ANNEXURE A: ASSET USEFUL LIVES

1. INFRASTRUCTURE ASSETS

The foliowing is the list of infrastructure assets, with the estimated useful life in years indicated in brackets in

each case.
1.1. WATER
1.1.1. Mains {209
1.1.2. Supply and reticulation networks {20)
1.1.3. HReservoirs and storage tanks {20]
1.1.4. Meters {15}

1.1.5. Rights {that is, the right to draw water
from a particular source belonging to
another party) {20}

1.2 SEWERAGE

1.2.1. Sewer mains {20}
1.2.2. Dutfall sewers (20}
1.2.3. Sewage purification works (20}
1.2.4. Sewerage pumps (15}
1.2.5  Sludge machines (15}

1.3 PEDESTRIAN MALLS

1.3.1. Footways {20}
13.2. Kerbing (20}
1.3.3. Paving (20}

1.4, SECURITY MEASURES

1.4.1.  Access control systems {51
1.4.2. Security systems (5)
143 Security fencing {3)

2. INVESTMENT ASSETS

2.1.1t is not possible to provide an axhaustive hist of investment assets, as the actual list will depend
very much on the local circumstances of each municipality. However, the following will be among
the most frequently encountered:
2.1.1.  Office parks {which have been developed by the
municipality itself or jointly between the
runicipality and one or more other parties) {309

2.1.2. Shopping centres {again developed along
simitlar Hines) {30]

2.1.3.  Housing developments {that is, developments
financed and managed by the municipality itself,
with the sale purpose of selling or ketting such

houses for profit) {30)
3. BUILDINGS
3,1.The following 15 a list of buildings assets, again showing the estimated useful life in years In brackets:
3.1.1. Abattoirs {30}

LGL BISTRICT MUMNHIFALITY DRAFT ASSET MANASEMENT POLICY
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3.1.2. Asphalt plant {30
3.1.3. Cable stalions {30
3.4, Caravan parks {30
3.1.5. Compacting stations {304
3.1.6. Hostels used to accommodate the public

or {ourists {309
3.1.7. Hostels for municipal employees {30}
3.1.8. Housing schemes 3
3.1.3. Kilns {3
2.1.10. taboratories 30
2.1.11. Fresh produce and other markets {304
3.1.12. Nurseries 3
3.1.13. Office buildings {30
2.1.14. (Hd age homes {304
3.1.15. Quarries (3
3..16. Tip sites {304
3.1.17. Training centres _ {30
3.1.18. Transport facilities {3
3.1.19. Workshops and depots {31

4. OTHER ASSETS
4.1, The following s a list of other assets, agaln showing the estimated useful tfe in years in brackets,
4.1.1. CFFICE EQLAPMENT
4.1.1.1. Computer hardware {
4.1.1.2. Computer sofiware {3-5}
{
{

4.1.1.3, Office machines
4.1.1.4. Air conditioners

4.1.2. FUBNITURE AMD FITTINGS

4.1.2.1. Chairs {7-10}
4.1.2.2. Tables and desks {7-10}
4.1.2.3. Cabinets and cuphoards {7-10}
4.1.2.4, Bins and containers Household refuse bins {5}
4.1.2.5. Buik refuse containers {1
4.1.2,6. Emergency equipment Fire hases (5}
4.1.2.7. Other fire-fighting equipment {156]
4.1.2.8. Emnergency lights {5}
£1.3 MOTOR VEHICLES
4.1.3.1. Ambulances {5-10}
4.1.3.2. Fire engines {201
4.1.3.3, Buses f15)
4.1.3.4, Trucks and light delivery vehicles {5-7}
4.1.3.5. Ordinary motor vehicles {57}
4.1.3.6. Motor cycles £

4.1.4. PLANT AND EQUIPMENT

4.1.4.1. Graders {10-15}
4.1.4.2. Tractors f10-15)
4.1.4.3. Mechanical horses f10-15)
41,44 Farm eguipment {5)
4,145, Lawn mowers {2}
4.1.4.6. Compressars {5}
41,47, tLaboratory equipment {5}
4.1.4.8. Radio equipment {5}
4.1.4.9, Flrearms {5}

UGU DISTRICT MUNICIPALITY DRAFT ASSET MANAGEIMENT POLICY
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4.1.4.10. Telecommunication equigment (5}

431411 Cable cars {15
4.1.4.12. Irrigation systems {15}
4.1.4.13. Cremators {15]
4.1,4.14. Lathes {15)
4.1.4.15. Filfing equipment {15)
4.1.4.16. Conveyars {15)
4,1.4.17. Feeders {15}
4,1.4.18. Tippers {1%)
4.1.4.19. Pulverising milis {15}

4.1.5 OTHER

4.1.5.1. Afrcraft {15}
4.1.5.2, Watercraft {15}

UGU DISTRICT MUMNICIPALITY DRAFT ASSET MANAGEMENT POLICY
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UGU DISTRICT MUNICIPALITY

“The Municipality”

VIREMENT POLICY
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1.

DEFINITIONS

In this Policy, unless the context otherwise indicates, & word or expression to which a

meaning has  been assigned in the Act, has the same meaning as in that Act.

“Accounting Officer” maans the Municipal Manger of Ugu District Municipality, .
“Chief Financial Officer” means the Chisf Financial Officer of Ugu District Municipality

“Financial year” means a fwelve months perod commencing on 1 July and ending on 30

June each year;

"Identified Savings® the orginal budget less all the expenditure incurred and committed

orders on that account.

"Virement', means “a ragulated transfer or re-allacation of money from one ling itern account

to another, within the same vote especiaily public funds.”

"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 deparments or functional areas of the
municipality; and

b1 which specifies the total amount that is appropriated for the purpeses of the department

ar functionat area concemed.
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2.

b

OBJECTIVES OF THE POLICY
To introduce a Framework by which departmental budgets can be managed by Heads Of

Department’s to ensure effective financial management.

A virement represents a flexible mechaniem 1o effect budgetary amendments within a

municipal financial yaar.

LEGISLATIVE FRAMEWORK

a. Chapter 4 of the Municipal Finance Management Act.

b. The Municipal Budget and Reporting Regulations published in ierms of Section 168 of
the MFIMA,

¢. Al relevant budget related Circulars and notices issued by the MNational Treasury.

DETERM!INATICN OF VOTE

Chief Financial Officer shall defermine the numbar and type of voles to he used and line
items fo be shown under each vote. In 5o doing, the Chief Financial Officer shall consider
and properly reflect the organisational structure and shall comply with the prescribed budget
farmat of MNational Treasury. The operating expenditure shall be classified as per the
Government Financial Statistics classifications used in the prescribed National Treasury

farmat,

AUTHORISATION OF VIREMENTS
A transfer of funds from one line item fo another under this Policy may, subject o the

provisions of this Pelicy, be authorised as follows:

if the amount doss not exceed R9 000 00000 the transfer may be authorised by the Chief
Financial Officer of the Municipality or the Accounting Officer of the Municipality after
consultation with the Chief Financial Officer;

If the amount exceeds R1 000 000,00 but does not exceed RE 000 000.00 the transfer may
be authorised by the Accounting Officer after consuliation with the Chief Finansial Officer;

The Mayor may authorise expenses in an emsrgancy or other exceptioriai circlimstancas and

the adjustment budget must be passed during the adjustment period after the expenses were

incurred.
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d)

6.1
8.1.1

6.2

8.3

Motwithstanding the provisions of 5.1.a, a transfer of funds between cost or functivnal centres
within a particular Vote/Deparimant may not be authoriaed by the Chisf Financial Officer but

may only ba authorized by

a) The Accounting Officer, if the amount doas not exceed the amount of
5 000 0G0.00

RESTRICTIONS ON AMOUNT OF VIREMENTS

Motwithstanding the provisions of ssction 5:

The tofal amount fransferrad from and 1o line items within a particular vote in any financial

year may not excead 40 % of the amount allocated to that vote;

The total amount transferred from and o line items in the entire budget in any financial year

may not exceed 25 % of the total operating budget far that year;

A transfer which excoeds, or which would result in the exceading of any of the limits referred

to in 8.1 above may, however, be performed if the Council by resolution approves thereof,

Mo transfer of funds shall be made if such transfer would constifute a transgression or
contravention of any statule, regulation or other law, any policy, directive or guideline binding
upon the Municipality, or the avoidance by the Municipality of any obligation imposed upon it

by contract ar any other cause.

MANAGEABLE GROUPS OF REVENUE
All manageabla revenue which is budgeted for under a department is the responsibility of

gach Head Of Depariment to ensure that it is coliected.

Must report to the Chief Financial Officer and budget office any deviations that they become

aware of which might affact the budgeted astimatas.

Head Of Deparimeant's are responsible far all grants and donations which are budgeted for
undet their deparimesnts. They must report any deviations to the Chief Financial Dfficer or
the budget office in writing. They must sesk reascns for deviations from the responsible denor

or the transfeming sector depariments.

If Head Of Depanment's become aware that budgeted revenue will not materialise or will not
ke collected, they must inform the Chief Financial Officer or the Budget Office to ansure that

revenue will be adiusted downwards in the Adjusiments Budget.
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8.2

9.3

4.4

NON-MANAGEABLE GROUPS OF REVENUE AND EXPENDITURE

Mo funds Transfers can be mads on thess groups:-

al Depreciation,

iy Finance Charges,

gy Departmental Charges,
d} Investment ncome and

g} Employee Refated Cosis

OPERATING BUDGET VIREMENTS
Operating tudget virements can only be done on General Expenses, Coniracted Services

and Repairs and Maintenance items.

Funds transfer can take place within these groups provided the total approved budgst
allocation per vote is not exceeded. In order for an account {o transfer funds from one ftem
to another, there must be identified savings within the limitations of the approved budgst for
that group. These must be clearly stated in the formal funding requests submitted to the Chisf
Financial Officer and the Budget Office. Funds may not be fransferred 1o new line items of

the operating budnet.

All requests for the transfer of funds must be in writing wsing the prescribed request forms in
Appendix A and B, and musl be properly atthorised by the Manager and General Manager
responsible for that vote and the Chief Financial Officer as per the set Himits.

The prescribad request form shall include, but not limited to, provisions for the following:

g} The name of the department concarned,

b} Descriptions of the line items from and to which the transfer is to be made;

c}  The amount of the proposed transfaer;

d} The cause of the saving in the line item from which the transter is o be mads;

g} The justification for the fransfer;

ft A deseription of any consequences that such transfer may have for the Integrated

Cevelopment Plan or the Service Delivery and Budget Implementation Plan.

Each Head Of Department is responsible for his/her own operationat budget and must ensure
that all expenditure is contained to the approved allocations by Council.
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8.5

10.

101

10,2

103

1.

12.

Movement of funds fram different sectors and categories will be attended to in the normal
Adjustments Budget process arnnually in February.

CAPITAL BUDGET VIREMENTS

Virements on the Capital budget gllacations can be done from one project to anather within
the same vote and source of funding, i.e. from Water, CRR to Water CRR. Virements cannot
be done o a new project which was not part of the approved capital budget. Any other
transfsr of funds or requests for new allocations must be done through an adjustments budgst

and approved by Council.

Virements can be done on conditionat grant funded projects; provided that there is a written

agraement by the said funder.

AH requests must be in writing on the prescribed form in Appendix B and must be propetly
authotised by the responsible Manager, General Manager and the Chief Financial Officer.

REVIEW OF POLICY
This Policy will be reviewed onee annually during the Annual Budget Process.

COMPLIANCE AND ENFORCEMENT
Yiolation of or nen-compliance with this Policy may give a just cause of disciplinary steps to
be taken.
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b. It will be the responsibility of Acenunting Officer to enforce compliance with this Policy.

13. EFFECTIVE DATE
This Policy shall come to effect upon approval by Council of Ugu District Municipality.

14.  POLICY ADOPTHON
This Policy has been considered and approved by the COUNCIL OF UGL DISTRICT

MUNICIPLAITY as follows:

Resolufion Mol ..o s

Approval Dater .,
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Quality Certificate

| Dhanpalan Devaraj Naidoo, Municipal Manager of Ugu District
Municipality herebhy certify that the Annual Budget 2019/2020 and
supporting documentation have been prepared in accordance with
the Municipal Finance Management Act and regulations made under
the Act, and that the annual budget and supporting decuments are
consistent with the integrated Development Plan of the municipality

Name: Dronpalon B MeeEoo
Municipal Manager of Ugu District Municipality- DC21

Signature: ”MMW

Date:
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