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1. DEFINITIONS

N POy T T wn )
1]

inis 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 —
i) amunicipality's share of the local government's equitable share
referred to in Section 214(l) (a) of the Constitution;
if) an allocation of money to a municipality in terms of Section 21 4(1) (o) of the
Constitution;
i) an allocation of money to a municipaiity in terms of a provincial budget; or
iv) any other allocation of money to a municipality by an organ of state, including by

another municipality, otherwise than in compliance with a commercial or other
business transaction.

“Annual Division of Revenue Act” means the Act of Parliament, which must be

enacted annually in terms of Section 214(1) of the Constitution;

“Approved budget” means an annual budget -
a) approved by a municipal Council, or

b) includes such an annuai budget as revised by an adjustments budget in terms of
section 28 of the MFMA.

“Budget-related policy” means a policy of a municipality affecting or affected by
the annual budget of the Municipality, including -

a) the tariffs policy, which the Municipality must adopt in terms of Section 74 of the
Municipai Systems Act:

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

¢} the credit controi and debt collection policy, which the Municipality must adopt in
terms of Section 96 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,;
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«Chief Financial Officer” means the Chief Financial Officer of Ugu Municipality;
“GCouncil” means the Council of Ugu Municipality;

"Gurrent year” means the financial year, which has already commenced, buf not yat
ended;

“Delegation” in relation to a duty, includes an instruction or request to perform or to
assist in performing the duty;

“Financial Statements” means statements consisting of at least -
a) a statement of financial position;

b) a statement of financial performance;

¢) a cash-flow statement;

d) any other statements that may be prescribed; and

g) any notes to these statements;

“Financial year” means a fwelve months period commencing on 1 July and ending on
30 June each year;

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

would have been avoided had reasonable care been exercised;

“Irregular expenditure”, means —

a) expenditure incurred by a municipality or municipal entity in contravention of, or that
is not in accordance with, a requirement of the MFMA Act, and which has not been
condoned in terms of Section 170 of the MFMA,

b) expenditure incurred by a municipality or rnunicipal entity in contravention of, or that
is not in accordance with, a requirement of the Municipal Systems Act, and which
has not been condoned in terms of that Act;

c) expenditure incurred by a municipality in contravention of, or that is not in

accordance with, a requirement of the Public Office-Bearers Act, 1998 (Act 20 of
1998); or




6

Ugu District Municipality Budget Policy

d) expenditure incurred by a municipality or municipal entity in contravention of, orthat
" is"notin accordance with, a requirement of the supply chain management pol:cy of.
the municipality or entity or any of the municipality’s by-laws giving effect to such
policy, and which has not been condoned in terms of such policy or by-law, but

excludes expenditure by a municipality which falls within the definition of
“unauthorised expenditure™

“Investment” in relation to funds of a municipality, means -

a) the placing on deposit of funds of a municipality with a financiat institution; or

b) the acquisition of assets with funds of a municipality not immediately required, with
the primary aim of preserving those funds:

“long-term debt” means debt repayabie over a period exceeding one year,
“Mayor” means the Mayor of Ugu Municipality;
“Municipality” refers to Ugu District Municipality

“National Treasury” means the National Treasury established by Section 5 of the
Public Finance Management Act;

“Officlal” means -
a) an employee of a municipality or municipal entity;

b) apersonsecondedto a municipality or municipal entity to work as a member of the
staff of the municipality or municipal entity; or

c) 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 employes;

*Overspending” means -

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

b) in relation to a vote, means causing expenditure under the vote to exceed the
amount appropriated for that vote: or
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~¢) in relation to expendlture 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:
a) 1 July to 30 September;

b) 1 October to 31 December;

c) 1 January to 31 March; or

d) 1 April to 30 June.

“Service Delivery and Budget Implementation Plan” means a detailed pian
approved by the Mayor of a municipality in terms of Section 53 (1) (c) {ii) of the MFMA

for implementing the Municipality's delivery of municipal services and its annual budget,
and which must indicate:

a) projections 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 matters that may be prescribed, and includes any revisions of such plan
by the Mayor in terms of Section 54(1)(c) of the MFMA;

“Unauthorised expenditure” means any expenditure incurred by a municipality
otherwise than in accordance with section 15 or 11(3) of the MFMA, and includes —

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

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

c) expenditure from a vote unrelated to the department or functional area covered by
the vote;

d) expenditure of money appropriated for a specific purpose, otherwise than for that
specific purpose;

e) spending of an allocation referred to in paragraph (b), (c) or (d) of the definition of
"=llocation” otherwise than in accordance with any conditions of the allocation; or

f) a grant by the Municipality otherwise than in accordance with the MFMA;
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“Virement” means transfer of funds between functions / votes

"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 departments or functional areas of the
municipality; and

b) which specifies the total amount that is appropriated for the purposes of the
department or functional area concerned,
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2.2

2.3

2.4

2.5

PRINCIPLES

Section 215 (1) of the Constitution of the Republic of South Africa states that National,
provincial and municipal budgets and budgetary processes must promote ransparency,
accountability and the effective financial management of the economy, debt and the

public sector. It also states in 5215 (3), that Budgets in each sphere of government
must contain;

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

b. Proposals for financing any anticipated deficit for the period to which they apply;
and

c. An indication of intentions regarding borrowing and other forms of public liability
that will increase public debt during the ensuing year.

Section 26(h) of the Municipal Systems Act (Act 32 of 2000) requires a municipality’s
Integrated Development Plan to reflect a financial ptan, which must include a budget

projection for at least the next three years (Medium Term Expenditure Framework};

Section 21 of the Municipal Finance Management Act (Act 56 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 policies and to ensure that any revisions are mutually consistent and
credible;

Section 16 of the Municipal Finance Management Act, requires the municipal council to

approve an annua!l budget for the municipality before the start of the financial year;

The Minister with the concurrence of the Minister for Provincial and Local Government,
has in terms of S168 of the Municipal Finance Management Act issued the Municipal
Budget and Reporting Regulations which aim to secure sound and sustainable
management of the budgeting and the reporting practices of the municipalities by
establishing uniform norms and standards and other requirements for ensuring
transparency, accountability and appropriate lines of responsibility in the budgeting and
reporting processes; Now therefore, the Council of Ugu District Municipality adopts the
Budget Policy as set out in this document.
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3.

4.2

4.3

OBJECTIVES OF THE POLICY

o sela bioad ramework within Which Budget related decisions of the Municipality wil

be taken and implemented to ensure efficient and transparent financial planning that
will promote sound and sustainable financial managemeni, essential for the

achievement of the Municipality’s developmental priorities as contained in its Integrated
Development Plan.

SCOPE AND INTENDED AUDIENCE
This Policy will serve as a guideline for the effective management of the Municipal
budgetary processes, in order to attain the strategic objectives of the Municipality within

the ambits of the applicable legislation, and shall apply to ali departments within the
Municipality.

Council has considered the guidelines distributed by National Treasury to local
government which detaif the processes and formats to be followed when preparing the
budget policy.

The Municipality shall comply with the provisions of this Policy in the compilation of each
of its budgets.

REGULATORY FRAMEWORK

In the process of preparing the Municipal budget, The Mayor, political office bearers
(Councillers), Accounting Officer, Chief Financial Officer and other officials shall comply
with all relevant legal requirements, including:-

a} The provisions of Chapter 4 of the Municipal Finance Management Act, 2003, {'the
MFMA?), as well as Sections 42, 43, 53, 54, 55, 68, 69, 70, 71, 72, 75, 80, 81, and
83 thereof: and

b} The Municipal Budget and Reporting Regulations published in terms of Section 168
of the MFMA.

¢} All relevant budget related Circulars and notices issued by the National Treasury.

ROLES AND RESPONSIBILITIES
Role of Council

a)  Must provide political leadership and direction
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8.2

6.3

)

c)

d)

Playan oyersig_ht rqle by approving budget related policies, and ensuring that the

priorities are reflected in the budget. (Council may not delegate approval of
budgets and pollcies) _
Approve the Integrated Development Plan, the Annual Budgets and the Service
Delivery Budget Implementation Plan.

Monitor the outcomes of the implementation of the policies and budgets.

Role of the Mayor

a)

b}

d)

Provide general political guidance over the budget process and the priorities that
must guide the preparation of the budget. (353, MEFMA)

Prepare and table a schedule of key deadlines for the preparation, tabling and
approval of the budget, annual review of the IDP and the consultative process.
(S21, MFMA)

Take all reasonable steps to ensure that the Municipality approves its annual
budget before the start of the financial year and report to the Municipal Council and
the MEG for finance in the province any delays in the tabling of the annual budget.
(S53,MFMA)

Must establish a Budget Steering Committee to provide technical assistance to the
Mayor in discharging the responsibilities set out in $53, MFMA

Role of the Accounting Officer

a)

b}

Assist the Mayor in performing budgetary functions assigned to him/her in terms of
Chapter 4 & 7 of the MFMA and to provide administrative support, resources and
information necessary for the performance of those functions. (68, MFMA)

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

Ensure that revenue and expenditure are properly monitored.

Must prepare an adjustments budget and submit it to the Mayor for consideration
and tabling in the Municipal Council when necessary.

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

Submit to the Mayar actual revenue, borrowings, expenditure and where necessary

report variances on projected revenue and the budget.

10
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6.4

Role of the Chief Financial Officer (CFO)

—

b)

d)

Without derogating in any way from the legal responsibilities 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 budget
components required for the ensuing financial years), any required adjustments
budgets, the projections of revenues 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, cash 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 exercise of powers and duties assigned
to him in terms of the MFMA.

Must assist the Accounting Officer in the preparation and implementation of the
Municipality's budget.

The Chief Financial Officer shall draft the budget timetable for the ensuing financiai
year for the Council's approval, and shall indicate in such timetable the target dates
for the draft revision of the annual budget and the preparation of the ann;JaI budget
for the ensuing financial year, which target dates shall follow the prescriptions of the
Municipal Finance Management Act, and target dates for the submission of all the

budget-related documentation to the Management Committee, Finance Portfolio,
Executive Commiitee and Council.

Except where the Chief Financial Officer, with the consent of the Mayor and
Accounting Officer, decides otherwise, the sequence in which each annual budget
and adjustments budget shall be prepared, shall be: first, the capital component,
and second, the operaling component. The operating component shall duly reflect
the impact of the capital component on;

i} depreciation charges;

i) repairs and maintenance expenses;

ii}y interest payable on external borrowings; and

iv) other operating expenses.

in preparing the operating budget, the Chief Financial Officer shall determine the

number and type of votes o be used and the line-items to be shown under each

11
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g)

)

k)

vote, provided that in so doing the Chief Financial Officer shall properly 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 National Treasury

Must perform all budgeting and other duties as delegated by the Accounting Officer
in terms of $79, MFMA.

The Chief Financial Officer shall determine the depreciation expenses to be charged
to each vote, the apportionment of interest payable to the appropriate votes, the
estimates of withdrawals from (claims) and contributions to (premiums) the self-
insurance reserve, and the contributions to the provisions for debt impairment,
accrued leave entitiements and obsolescence of stocks

The Chief Financial Officer shall further, with the approval of the Mayor and the
Accounting Officer, determine the recommended contribution o the asset financing
reserve and any special contributions to the self-insurance reserve.

The Chief Financial Officer shall also, again with the approval of the Mayor and the
Accounting Officer, and having regard to the Municipality’s current financial
performance, determines the recommended aggregate growth factor(s) according
to which the budgets for the various votes shall be drafted.

The Chief Financial Officer shall compile monthly budget reporis, with
recommendations, comparing actual results with budgeted projections, and the
heads of departments shall timeously and adequately furnish the Chief Financial
Officer with ali explanations required for deviations from the budget. The Chief
Financial Officer shall submit these monthly reports to the Mayor, Finance Portfolio
and Executive Commitiee, and all other prescribed parties, in accordance with the
prescriptions of the Municipal Finance Management Act.

The Chief Financial Officer shall provide technical 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 such
budget.

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

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

12
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6.5

p)

)]

determined by the Mayor, are aligned with the IDP, and comply with all budget-

related policies, and shall make recommendations to the Mayor on the revision of

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

The Chief Financial Officer shall make recormnmendations on the financing of the
draft capital budget for the ensuing and future financial years, indicating the impact
of viable alternative financing scenarios on fulure expenses, and specifically

commenting on the relative financial merits of internal and external financing
options.

The Chief Financial Officer shail determine the basis for allocating overhead
expenses not directly chargeable to votes. The expenses associated with the

democratic process shall be allocated to a separate vote, and shall not be charged
out as an overhead.

The Chief Financial Officer shall ensure that the cost of indigent relief is separately
reflected in the appropriate votes.

The Chief Financial Officer shall ensure that the allocations from other organs of
state are properly reflected in the annual and adjusiments budget, and that the

estimated expenses against such allocations (other than the equitable share) are
appropriately recorded.

Role of Senior Managers & Other Officials

a)

Each Senior Manager and each Municipal official exercising financiai management
responsibilities must take all reasonable steps within his/her area of responsibility
to ensure that the financial rescurces of the Municipality are utilised effectively,
efficiently, econamically and transparently.

Must prevent unauthorised, irregular and fruiiless or wasteful expenditure and other
losses within histher Depariment.

Must ensure that all revenue due {o the Municipality is collected.

Must ensure that all information required by the Accounting Officer for compliance

with the provisions of the Acts is timeously submitted.

13
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..B.6.
6.6.1

6.6.2

6.6.3

_Role of the Budgeting Steering Committee

The Municipal Budget and Reporting regulations (Government Gazette 32141) chapter

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

a)
b)
c)
d)
e)
f)

g)
k)

The Mayor — Chairperson

The Speaker

The Whips of Political Parties

The Accounting Officer (Municipal Manager)
The Chief Financial Officer

The IDP Manager

The Manager Budget Office and,

Members of Senior Management (Top Management)

The role of the Commitiee shali be:-

a)

b)

To assist the Mayor in carrying out his/her statutory roles and responsibilities in
accordance with $52 and 853 of the MFMA.

To provide technical assistance to the Municipal political office bearers during
policy formulation and to assist priority determination.

Ta interrogate and make recommendations on the adoption of the Annual Budget,
the Service Delivery and Budget Implementation Plan (SDBIP), S71 monthiy
budget statements and S72 Midyear budget and performance report and the
Adjustments Budget.

To evaluate the progress report of the Accounting Officer with regard to the financial
year end closure and compilation of the Municipai audit file.

To evaluate progress report on the statutory audit by the office of the Auditor
General.

To exercise oversight in the compilation of the Annual Report.

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

To evaluate and recommend payment of Annual Performance Bonuses to the
Accounting Officer and Senior Management after the annual report has been
adopted by Council on 31 January each year.

Council may adopt its existing Finance Portfolic Committee as its Budget and Steering
Commnittee.

14
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8.7  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
budget preparation process in accordance with National Treasury MFMA Reforms.

c) To consclidate departmental Capital and Operating budgets.

d) To consoclidate departmental S71 monthly budget statements, quarterly returns and
the Midyear monitoring report and submit to the Finance Portfolio Commitiee.

e) To report any unauthorised, irregular, fruitless and wasteful expenditure or any
deviations from the approved budget to the Finance Portfolio Commitiee.

fy To assist the Accounting Officer in implementing recommendations of the Finance
Portfolio Committee.

g) To manage the administrative operations of {he Budget and Treasury Office to

ensure full compliance with the MFMA and any issued guidelines or Circulars from
National Treasury.

6.8 Delegation of roles and responsibilities

6.8.1 All delegations by the Mayor to the Accounting Officer, Mayor to the members of the
Finance portfolio Commiitee, the Accounting Officer to the Chief Financial Officer and

other Senior Managers, of their roles, duties and responsibilities as per the MFMA:-

a} Must 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 Officials 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 be reviewed annually.

ANNUAL SCHEDULE OF KEY DEADLINES

7.1 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,

7.2 Such Process Plan shall indicate the target dates for the draft revision of the Integrated
Development 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
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7.3

7.4

of all the budget-related documentation to the Mayor, Finance Commitiee, Executive

Committee and Council.
Such time schedule shall provide for the deadlines 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 times be adhered to.

The Chief Financial Officer shall be responsible for ensuring that the time schedule is
adhered to.

BUDGET PRINCIPLES
The sequence in which the Annual Budget shall be prepared shall be, first, the capital
component and second, the operating component, except where the Chief Financial

Officer with the consent of the Mayor decides otherwise. The Municipality's annual
budget should:-

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

b) Consider the Priorities as identified in the State of the Nation Address, State of the
Province Address and the State of the District Address.

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

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

e) Consider any resolutions taken by Council or the Executive Committee in the
previous Budget Year which have financial implications on the current Medium
Term Revenue Expendiiure Framework.

f) The basis of measurement and accounting policies underpinning the Municipality’s
annual financial statements must be the same as those used in the preparation of
the Municipality's annual budget and supporting documentation.

g) Expenses may anly be incurred in terms of the approved annual budget {or

adjustments budget) and within the limits of the amounts appropriated for each vote
in the approved budget.

FUNDING OF EXPENDITURE

An Annual budget must be funded only from:

a) Realistically anticipated revenues to be collected.

b} Cash-backed accumulated surpluses from previous years not committed for other
purposes;

16
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c) Borrowed funds, but only for revenue-generating capital projects; and
@) Grants and subsidies asper DORA. T T

10 THE CAPITAL BUDGET

10.1 The Budget shall be prepared in the prescribed budget format of National Treasury.

10.2 The annual capital budget shall be prepared from a zero base, except in so far as capital
projects represent a contractual commitment to the Municipality extending over more
than one financial year.

10.3 The annual capital budget shall only be approved by Council if it is properly balanced
(i.e. if the sources of finance have been secured to fund the budget and are equal to
the proposed capital expendiiure).

10.4 Before approving the capital budget, the Council shall consider the impact on the
present and future operating budgets in relation to Finance Charges on external loans,
Depreciation on fixed assets, Maintenance costs of fixed assets, and any other ordinary
operational expenses associated with any item in that capital budget.

10.5  The Council shall also consider any impact of operating expenses — net of any revenues
o be generated from the project —i.e. on future service tariffs.

10.6 Expenditure of a project shall be included in the Capital Budgst if it meets the asset
definition in terms of Council's approved Asset Management Policy

1 OPERATING REVENUE

11.1  The Operating revenue must include:

a) Estimates for all municipat revenue sources and;

b) Ali gazetted grants and subsidies, donations and subsidies in kind or emergency
relief funding.

11.2 The allocation of intereét on investments shall be budgeted for in terms of the cash,
banking and investment policy.

11.3  In preparing the revenue budget, the Municipality shall strive to maintain the aggregate
revenues from service charges at not less than 90% of the aggregate revenues net of
operating grants.

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

11.5 Tariff increases must respond to the population growth rate and the Division of Revenue
Act.

17
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1.8

11.7

11.8

12
121

12.2

12.3

12.4

The water and sanitation charges shall be caloulated and levied as per the reviewed

Water and Sanitation Tariffs Policy for that MTREF.
All tariffs shalt be published in a local newspaper, and placed on the Municipal website
and at the entrance of Ugu offices at least 30 days before the start of the financial year.

All tariffs must be gazetted in the Government Gazette before the 1% July each year.

QPERATING EXPENDITURE

The Municipality shall budget in each annual and adjustments budget for the
contribution to:

a) provision for accrued leave entitlements.

b) entitlement of officials as at 30 June of each financial year;

c) provision for impairment of debtors in accordance with its Rates and Tariffs
Policies:

d) provision for the obsolescence and deterioration of stock in accordance with its
Supply Chain Management Policy;

@) depreciation and finance charges shall be charged to or apportioned only between
the departments or votes to which the projects relate,

The operating bud.get shall duly reflect the impact of the capital component on:
a) Depreciation and impairmeni charges;

b) Repairs and maintenance expenses;

¢) Interest payable on extemal loans, and

d) Any other operating expenses associated with fixed assets.

g) The operating budget must be in the prescribed National Treasury Format.

SALARIES AND ALLOWANCES

The budget for salaries and allowances shall be separately prepared and shall not

exceed the parameter {percentage) of the aggregate operating budget component of
the annual or adjustments budget, the parameters as may be contained in the budget
circular issued by National Treasury from time to time. If the salary budget, exceed the
parameter (percentage) 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
limit.

PROVISION FOR MAINTENANCE

18
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" the maintenance of its fixed assets in accordance with its Fixed Asset Managementand

12.5
12.5.1

The Municipality shall adequately provide in each annual and adjustments budget, for

Accounting Policy as well as the routine maintenance plans. A minimum of 8% of the
carrying 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
National Treasury norms.

FINANCE CHARGES, DEPRECIATION AND IMPAIRMENT

The Finance Charges payable by the Municipality shall be apportioned between
departments or votes on the basis of the proportion at the last balance sheet date of the
outstanding loan balances belonging to such department or vote to the aggregate

outstanding loan balances. However, should Council decide to raise loans only for

financing of fixed assets in a specified service or vote, finance charges shall be charged

to or apportioned only between the departments or votes relating to such service.

12.5.2 The depreciation expenses shall be apportioned to each department based on the cost

13

14

15

of assets allocated to that department. The depreciation method used shall be in terms
of the Fixed Assets Management and Accounting Policies.

CONSULTATION ON TABLED DRAFT 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 local municipalities, as required by Section 23 of the MFMA, and shall comply with
all other requirements of that section. For the purpose of consuitation, the draft budget
will be made available to the community, through the community libraries, the municipal

offices and the municipal website soon after tabling in Council.

APPROVAL OF THE ANNUAL BUDGET

The Council shall approve the budget before the start of the financial year, in
accordance the provisions of Section 24 of the MFMA, 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 after the annual budget is tabled in the Council:
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16

17

18

a) The budget is made public in accordance with .the .pro'v'isions of Secti.o.n“ .17 (3) o'f'
the Local Government Municipal Systems Act.
b) The budget is submitted to the National Treasury and Provincial Treasury in printed

and electronic_formats;

c} The budget is submitted to any prescribed organs of state and to other
municipalities affected by if.

MONTHLY BUDGET REPORTS
The Chief Financial Officer shall compile monthly budget reports, with

recommendations, comparing actual results with budgeted projections, and the heads
of departments shall furnish the Chief Financial Officer with all explanations required
for deviations from the budget.

The Chief Financial Officer shall submit these monthly reports to the Mayor, Finance
Committee and Executive Commitiee, and ali other prescribed parties, in accordance
with the prescriptions of the Municipal Finance Management Act.

RELATED POLICIES

This Policy must be read in conjunction with the following budget-related policies of the
Municipality:-

17.1.1 Indigent Support Policy

17.1.2 Asset Management Policy

17.1.3 Water Services Policy (incorporating the Tariff Poiicy)
17.1.4 Cash, Banking and Investments Policy

17.1.5 Supply Chain Management Policy

17.1.6 Credit Control and Debt Collection Policy

17.1.7 Funding and Reserves Policy

17.1.8 Virement Policy

17.1.9 Basic Services Policy

REVIEW OF THE POLICY

This Policy will be reviewed annually by the Budget Steering Committee prior to the

commencement of the budget process to ensure compliance with any changes in

20
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legislation or any ‘best practice’ guidelines and MFMA Circulars as may be issued by
National Treasur'y'from T R

19 COMPLIANCE AND ENFORCEMENT

a. Violation of or non-compliance with this Policy may give a just cause of disciplinary
steps to be taken.

b. It will be the responsibility of Accounting Officer to enforce compliance with this
Policy.

20 EFFECTIVE DATE

This Policy shall come to effect upon approval by Council.

21 POLICY ADQPTION

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

.........................................

ANNEXURE: LEGAL REQUIREMENTS

MUNICIPAL FINANCE MANAGEMENT ACT

21



4

Ugu District Municipaiity Budget Policy

Section 15 Appropriation of funds for expenditure

Expenses may only be incurred in terms of the approved annual budget (or adjustments

budget) and within the limits of the amounts appropriated for each budget vote.

Section 16 Annual budgeis

The Council 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.

The 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 format, and must be divided into a capital and an
operating budget.

The budget must reflect the realistically expected revenues by major source for the budget year
concerned.

The expenses reflected in the budget must be divided into votes.
The budget must also contain the foregoing 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 expenses for the current year.

The budget must be accompanied by all the following documents:

a draft resolutions approving the budget and levying property rates, other taxes and tariffs
for the financial year concerned;

» draft resolutions (where applicable) amending the IDP and the budget-refated policies;

22
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2 measurable performance objectives for each budget vote, taking into account the
municipality's IDP; A e —

s the projected cash flows for the financial year by revenue sources and expenditure
votes,

» any proposed amendments to the IDP;

. any proposed amendments to the budget-related policies;

2 the cost to the municipality of the salaries, allowances and other benefits of its political

office bearers and other councillors, the municipal manager, the chief financial officer,
and other senior managers;

. particulars of any proposed allocations or grants to other municipalities, municipal
entities, external mechanisms assisting the municipality in service delivery, other

organs of state, and organisations such as NGOs, welfare institutions and so on;

o particulars of the municipality’s investments; and

o various infarmation in regard to municipal entities under the shared or sole control of
the municipality.

Section 18 Funding of expenditures

The budget may be financed only from:
] realistically expected revenues, based on current and previous collection levels;

3 cash-backed funds available from previous surpiuses where such funds are not
required for other purposes; and

a borrowed funds in respect of the capital budget only.

Section 19 Capital projects

A municipality may spend money on a capital project only if the money for the project {excluding

the cost of any required feasibility studies) has been appropriated in the capital budget.
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_The total cost of the project must also be approved by the Council.
The envisaged sources of funding for the capital budget must be properly considered, and the

Council must be satisfied that this funding is available and has not been committed for other
purposes.

Before approving a capital 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, inciuding the
likely future impact on property rates and service tariffs.

Section 20 Matters to 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 compiling its budget.

The Minister may also prescribe uniform norms and standards in regard to the setting of tariffs
where a municipality entity or other external mechanisms is used to perform a municipal
service; and may also take appropriate steps to ensure that a municipality does not, in
exceeding its fiscal powers, materially and unreasonably prejudice national economic policies
(particularly on inflation, administered pricing and equity), economic activities across municipal

boundaries, and the national mobility of goods, services, capital or labour.

Section 21 Budget preparation process

The Mayor of the municipality must:

o Co-ordinate the processes for preparing the annual budget, and for reviewing the
municipality’'s IDP and budget-related policies to ensure that the budget, the IDP, and
the policies are mutually consistent and credible.

2 At least ten months before the start of the ensuing financial year, table in the Council
the time schedule with key deadlines for the preparation, tabling and approval of the
following year's annual budget, the review of the IDP and budget-related policies, and

the consultative processes required in the approval of the budget.

24
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) When preparing the annual budget, take into account the municipality's 1DP, the

§1

“national budget, provincial budget, the National Government’s fiscal and macro-

economic policies, and the annual Division of Revenus Act.

] Take all reasonable steps to ensure that the municipality revises its IDP in line with
realistic revenue and expenditure projections for future years.

a Consult the district municipality (if it is a local municipality) and all other local
municipalities in the district, and all other local municipalities in the district if it is a district
municipality.

? Consult the National Treasury when requested, the Pravincial Treasury, and such other

provincial and national organs of state as may be prescribed.

» Provide, on request, any budget-related information to the National Treasury, other

national and provincial organs of state, and any other municipality affected by the
budget.

Section 22 Publication of annual budgets

Immediately after the annua! budget has been tabled, the Municipal Manager must make this
budget and other budget-related documentation public, and must invite the local community to
submit representations in regard to such budget.

The Accounting Officer must also immediately submit the tabled budget in both printed and
electronic formats to the National Treasury, the Provincial Treasury, and in either format fo

prescribed national and provincial organs of state and other municipalities affected by the
budget.

Section 23 Consuliations on tabled budgets

After the budget has been tabled, the Council of the municipality must consider the views of
the local community, the National Treasury, the Provincial Treasury, and any provincial or

national organs of state or municipalities which have made submissions on the budget.
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. After considering these views, the Council must give the Mayor the opportuntty to respond ta

the submissions received, and — if necessary - revise the budget and table the relevant
amendments for consideration by the Council.

The National Treasury may issue guidelines on the manner in which the Council must process
the annual budget, including guidelines on the formation of a committee of the Coundil to

consider the budget and hold public hearings. Such guidelines shall be binding only if they are
adopted by the Council.

Section 24 Approval of annual budgets

The Council must consider approval of the budget at least thirty days before the start of the
financial year to which such budget relates.

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

performance objectives referred to in Section 17 must simultanecusly be adopted.

Section 25 Failure to approve budget before start of budget year

This Section sets out the process which must be followed if the budget is not approved in the
normal course of events. Briefly the Council must reconsider and vote on the budget, or an
amended version of the budget, every seven days until a budget is approved. The Mayor must
immediately inform the MEC for Local Government if the budget is not adopted by the start of
the budget vear, and may request a provincial intervention.

Section 26 Consequences of failure to approve budget before start of budget 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 until a new Council can be elected, and approving a temporary
budget untii such new Council can adopt a permanent budget for the municipality. The Section

also imposes restrictions on what may be spent in terms of such temporary budget.

Section 27 Non-compliance with provisions of this chapter

This Section sets out the duties of the Mayor to report any impending non-compliance and the

general consequences of non-compliance with the requirements of the various foregoing
prescriptions.

26
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‘Section 28 Municipal adjustments budgets =~

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

However, a municipality must promptly adjust its budgeted revenues and expenses if a material

under-coliection of revenues arises or is apparent.

A municipality may appropriate additional revenues which have become available but only to
revise or accelerate spending programmes already budgeted for.,

A municipality may in such adjustments budget, and within the prescribed framework, authorise

unforeseen and unavoidable expenses on the recommendation of the Mayor.

A municipality may authorise the utilisation of projected savings on any vote towards spending
under another vote.

Municipalities may also autherise the spending of funds unspent at the end of the previcus
financial year, where such under-spending could not reasanably have been foreseen 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
prescribed.

An adjustments budget must contain all of the following:

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

s appropriate motivations for material adjustments; and

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

Municipal taxes and tariffs may not be increased during a financial year except if required in
terms of a financial recovery plan.

27
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.Section 29 Unforeseen and unavoidable expenditure

In regard to unforeseen and unavoidable expenses, the following apply:

s the Mayor may authorise such expenses in an emergency or other exceptional
circumstances;

® the municipality may not exceed a prescribed percentage of the approved annual
budget in respect of such unforeseen and unaveidable expenses;

a 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 passed within sixty days after the expenses were
incurred.

Section 30 Unspent funds

The appropriation of funds in an annual or adjustments budget will lapse to the extent that they

are unspent by the end of the relevant budget year, but except for the expenses referred to
above in Section 16.

Section 31 Shifting of funds between multi-year appropriations
If the funds for a capital project have been appropriated for more than one financial year (see

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

® the increase is not more than 20% of that financial year's allocation;
o the increase is funded in the next financial year’s appropriations;
o the Municipai Manager certifies that actual revenues are expecied o exceed budgeted

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

. all the above documentation is provided 1o the Auditor-General.

Section 32 Unautharised, irregular or fruitless and wasteful expenditure

Unautherised expenses may be authorised in an adjustments budget.

28
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Section 33 Contracts ha\(inq_ f__u_ture bqqqet_aw__ irnpi__igg';_ipns -

9l

Confrébfs e'xt'énd.ing'beyond one financial year may be entered into by a municipality, but if

such contract extends beyond the three years covered in the annual budget, the municipality
may enter into such contract only if:

a The Municipal Manager, at least sixty days before the Council meeting at which the
contract is to be approved, has made the contract public, with an information statement

summarising the municipality’s obligations, and inviting the local community and other

interested parties to submit comments or make representations.

° The Municipal Manager solicits the views and recommendations of the National
Treasury and Provincial Treasury in respect to such contract, as well as those of the
National Department of Provincial and Local Government, and any national department

concerned with water, sanitation or electricity, if the contract relates to any of these
services.

» The Council has taken into account the projected financial obligations in regard to such

contract, the impact on tariffs, and the views and comments recsived from all the
foregoing parfies.

® The Council adopts a resolution determining that the municipality will secure a
significant capital investment or derive a significant financial or economic benefit from

the contract, and approves the entire contract exactly as it is to 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 contracts, contracts for categories of goods as
may be prescribed, or contracts where the value of the contract is less than a prescribed value
or a prescribed percentage of the annual budget,

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

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

increase the price of such resources only after doing all the following:
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941

~a_.....The proposed increase must be submitted to the organ’s executive authority and {where.

legislation so requires) to any regulatory agency for approval.

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

local government must be invited to submit written comments on the proposed increase.

° The executive authority, after taking into account the comments received, must table
the price increase in Parliament or the provincial legislature, as the case may be, with

a full motivation and certain other prescribed explanatory documentation.

Unless the Minister of Finance otherwise directs, a price increase must be tabled on or before

15 March to take effect from 1 July of the same year. If it is tabled after 15 March it may only
take effect from 1 July of the following year.

Section 43 Applicability of tax and tariff capping on municipalities

If a national or provincial organ of state is legislatively empowered to determine the upper limits
of any municipal tax or tariff, such determination takes effect on the date specified in the
determination, but provided that, uniess the Minister of Finance otherwise directs:

° A determination promulgated on or before 15 March shall not take effect before 1 July
of the same year.

® A determination promulgated after 15 March shali not take effect before 1 July of the
foltowing year.

o A determination shall not be allowed to impair a municipality's ability to meet any annual

or periodic escalations in the payments it must make in respect of any contract legally
entered into by a municipality.

Section 53 Budget processes and related matters

The Mayor of the municipality must:

® Provide general political guidance over the annual budget process and the priorities that
guide the preparation of each budget.
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. Co-ordinate the annual revision of the IDP, as well as the preparation of the annual

budget, and determine how the IDP is to be taken into account or is to be revised for
purposes of such budget.

. Take all reasonable steps to ensure that the Council approves the annual budget before
the start of the financial year to which it relates, 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
senior managers of the municipality are linked to measurable performance objectives

which are 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 budget implementation plan or
signing the annual performance agreements.

The Mayor must further ensure that the service delivery targets and quarterly performance
indicators, and the monthly projections of revenues and expenses in the service delivery and
budget implementation plan, are made public not later than fourteen days after these matters
have been approved; 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.

Section 68 Budget preparation

The Municipal Manager must assist the Mayor in performing the assigned budgetary functions
and must provide the Mayor with administrative support, operational resources and the
information necessary to perform these functions.

Section 68 Budget implementation

The Municipal Manager is responsible for implementing the budget, and must take
reasonable steps to ensure that:

5 funds are spent in accordance with the budget;

» expenses are reduced if expected revenues are less than projected: and

31
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_a. .. revenues and expenses are properly monitored.

The Municipal Manager must prepare any adjustments budget when such budget is necessary
and submit it to the Mayor for consideration and tabling in Council.

The Municipal Manager 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 period submit drafts of the annual performance agreements to the Mayor.

Section 70 Impending shorifalls, overspending and overdrafts

The Municipal Manager must report in writing to the Council any impending shortfalls in the

annual revenue budget, as well as any impending overspending, together with the steps taken
to prevent or rectify these problems.

Section 71 Monthly budget statemenis

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 report 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 financial year to date.

This report must refiect the following:

® actual revenues per source, compared with budgeted revenues;

» actual expenses per vote, compared with budgeted expenses;

° actual capital expenditure per vote, compared with budgeted expenses;

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

® the amount of allocations received, compared with the budgeted amount;

° actual expenses against allocations, but excluding expenses in respect of the equitable
share;

s explanations of any material variances between the actual revenues and expenses as

indicated above and the projected revenues by source and expenses by vote as set out
in the service delivery and budget implementation plan;

) the remedial or corrective steps to be taken to ensure that the relevant projections

remain within the approved or revised budget; and
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2 projections of the revenues and expenses for the remainder of the financial year,

togéther with an irid“ic“atio.n of how and where the original projections have been revised.

The report to the National Treasury must be both in electronic format and in a signed written
document.

Section 54 Budgetary control and early identification of financial problems
On receipt of the report from the Municipal Manager, the Mayor must:

s consider the report;

° check 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 budgst is
implemented in accordance with this plan, and that the spending of funds and the
collection of revenues proceed in accordarnce with the approved budget;

o identify any financial problems facing the municipality, as well 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 to and initiate the remedial or corrective steps proposed by the
Municipal Manager, and

. alert the MEC for Local Government and the Council of the municipality to the problems
concerned.

The Mayor may revise the details of the service delivery and budget implementation plan, but
any revisions to the service delivery targets and quarterly performance indicators must be
approved by the Council, 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 made public.

Section 55 Report to provincial executive if conditions for provincial intervention exist
If the Council has not approved its annual budget by the first day of the financial year to which

it relates, or if the municipality encounters serious financial problems, the Mayor must
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76

immediately report this matter to the MEG for Local Government and may recommend a

provincial intervention.

Section 72 Mid-vear budget and performance assessment ‘

The Municipal Manager must assess the budgetary performance of the municipality for the first
half of the financial year, taking into account all the monthly budget reports for the first six
months, the service delivery performance 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
resolving problems identified in such report.

The Municipal Manager must then submit a report on such assessment to the Mayor, the
National Treasury and the Provincial Treasury.

The Municipal Manager may in such report make recommendations for adjusting the annuai
budget and for revising the projections of revenues and expenses set out in the service delivery
and budget implementation plan.

In terms of Section 54(1){f) the Mayor must promptly submit this assessment report to the
Council of the municipality.

Section 73 Reporis on failure to adopt or implement budget-related and other policies

The Municipal Manager must inform 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 palicy.

Section 75 Information to be placed on websites of municipalities

The Municipal Manager must place on the municipality's official website (inter alia) the
following:

2 the annual and adjustments budgets and all budget-related documents;
) all budget-related policies;

@ the annual report;

® all performance agreements;

s all service delivery agreements;
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»  alllong-ferm borrowing contracts;
® all quarterly reports submitted to the Council on the implementation of the budget and

the financial state of affairs of the municipality.

Section 80 Establishment (of municipal budget and treasuty office)

Every municipality must have a budget and treasury office comprising a Chief Financial Officer
supported by appointed officials and contracted staff.

Section 81 Role of chief financial officer

The Chief Financial Officer is administratively in charge of the budget and treasury office and
must, inter alia,

. assist the Municipal Manager in preparing and implementing the budget;

® perform such budgeting, financial reporting and financial management and review
duties as are delegated by the Municipal Manager;

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

Section 83 Competency levels of professional financia! officials

The Municipal Manager, senior managers, the Chief Financial Officer and the other financial

officials in a municipality must all meet prescribed financial management competency levels.
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1.

_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.

« Accounting Officer” means the Municipal Manger of Ugu District Municipality,
“Chief Financial Officer” means the Chief Financial Officer of Ugu District Municipality

“Financial year” means a twelve months period commencing on 1 July and ending on 30
June each year;

“|dentified Savings”, the original budget less all the expenditure incurred and committed
orders on that account.

“Virement’, means “a regulated transfer or re-allocation of money from one line item account
to another, within the same vote especially 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 departments or functional areas of the
municipality; and

b) which specifies the total amount that is appropriated for the purposes of the depariment
or functional area concerned.
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2.

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 mechanism to effect budgetary amendments within a
municipal financial year.

LEGISLATIVE FRAMEWORK

a. Chapter 4 of the Municipal Finance Management Act.

b. The Municipal Budget and Reporting Regulations published in terms of Section 168 of
the MFMA.

c. All relevant budget related Circulars and notices issued by the National Treasury.

DETERMINATION OF VOTE

Chief Financial Officer shall determine the number and type of votes to be used and line
items to be shown under each vote. In so doing, the Chief Financial Officer shall consider
and properly reflect the organisational structure and shall comply with the prescribed budgst
format of National Treasury. The operating expenditure shall be classified as per the

Government Financial Statistics classifications used in the prescribed National Treasury
format.

AUTHORISATION OF VIREMENTS

A transfer of funds from one line item to another under this Policy may, subject fo the
provisions of this Policy, be authorised as follows:

If the amount does not exceed R1 000 000.00 the fransfer 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 RS 000 000.00 the transfer may

be authorised by the Accounting Officer after consultation with the Chief Financial Officer;

The Mayor may authorise expenses in an emergency or other exceptional circumstances and

the adjustment budget must be passed during the adjustment pericd after the expenses were
incurred.
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6.1
6.1.1

6.2

8.3

_Notwithstanding the provisions of 5.1.a, a transfer of funds between cost or functional centres.

within a particular Vote/Department may not be authorised by the Chief Financial Officer but
may only be authorised by:

a) The Accounting Officer, if the amount does not exceed the amount of
R5 000 000.00

RESTRICTIONS ON AMOUNT OF VIREMENTS
Notwithstanding the provisions of saction 5:

The total amount transferred from and to line items within a particular vote in any financial
year may not exceed 40 % of the amount allocated to that vote;

The total amount transferred from and to line items in the entire budget in any financial year
may not exceed 25 % of the total operating budget for that year,;

A transfer which exceeds, or which would resuli in the exceeding of any of the limits referred

to in 6.1 above may, however, be performed if the Council by resolution approves thereof.

No transfer of funds shall be made if such transfer would consfitute a transgression or
contravention of any statute, 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 or any other cause.

MANAGEABLE GROUPS OF REVENUE

All manageable revenue which is budgeted for under a department is the responsibility of
each Head Of Department to ensure that it is collected.

Must report to the Chief Financial Officer and budget office any deviations that they become
aware of which might affect the budgeted estimates.

Head Of Department's are responsible for all grants and donations which are budgeted for
under their departments. They must report any deviations to the Chief Financial Officer or

the budget office in writing. They must seek reasons for deviations from the responsible donor
or the transferring secior departments.

If Head Of Department’s become aware that budgeted revenue will not materialise or will not
be collected, they must inform the Chief Financial Officer or the Budget Office to ensure that
revenue will be adjusted downwards in the Adjustments Budget.
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9.2

9.3

9.4

No funds Transfers can be made on these groups:-
a) Depreciation,

b) Finance Charges,

¢) Departmental Charges,

d) Investment income and

e) Employee Related Cosis

OPERATING BUDGET VIREMENTS

Operating budget virements can only be done on General Expenses, Contracted Services
and Repairs and Maintenance items.

Funds transfer can take place within these groups provided the total approved budget
allocation per vote is not exceeded. In order for an account to transfer funds from one item
to another, there must be identified savings within the limitations of the approved budget for
that group. These must be clearly stated in the formal funding requests submitted to the Chief

Financial Officer and the Budget Office. Funds may not be transferred to new line items of
the operating budget.

All requests for the transfer of funds must be in writing using the prescribed request forms in
Appendix A and B, and must be properly authorised by the Manager and General Manager
responsible for that vote and the Chief Financial Officer as per the set limits.

The prescribed request form shall include, but not limited to, provisions for the following:
a) The name of the department concerned;

b) Descriptions of the line items from and to which the transfer is to be made;

c) The amount of the proposed transfer;

d) The cause of the saving in the line item from which the transfer is to be made;,

@) The justification for the transfer;

f) A description of any consequences that such transfer may have for the Integrated
Development Plan or the Service Delivery and Budget Implementation Plan.

Each Head Of Department is responsible for his/her own operational budget and must ensure

that all expenditure is contained to the appraved allocations by Council.
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9.5

10.

10.1

10.2

10.3

11.

12.

 Movement of funds from different sectors and categories wil be attended to in the normal

Adjustments Budget process annually in February.

CAPITAL BUDGET VIREMENTS

Virements on the Capital budget allocations can be done from one project to another within
the same vote and source of funding, i.e. from Water, CRR to Water CRR. Virements cannot
be done to a new project which was not part of the approved capital budget. Any other

transfer of funds or requests for new allocations must be done through an adjustments budget
and approved by Council.

Virements can be done on conditionai grant funded projects; provided that there is a written
agreement by the said funder.

All requests must be in writing on the prescribed form in Appendix B and must be properly
authorised by the responsible Manager, General Manager and the Chief Financial Officer.

REVIEW OF POLICY

This Policy will be reviewed once annualiy during the Annual Budget Process.

COMPLIANCE AND ENFORCEMENT

Violation of or non-compliance with this Policy may give a just cause of disciplinary sleps to
be taken.
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b, itwillbethe responsibility of Accounting Officer to enforce compliance with this Policy.

13. EFFECTIVE DATE
This Policy shall come to etfect upon approval by Council of Ugu District Municipality.

14. POLICY ADOPTION

This Policy has been considered and approved by the COUNCIL OF UGU DISTRICT
MUNICIPLAITY as foliows:
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1.

3.2

DEFINITIONS

"“Accounting Officer” is the Accounting Officer of the Municipality; . ..

“Basic water supply” means the minimum standards of water supply services
necessary for the reliable supply of water to households to support life and personai
hygiene;

“Basic sanitation” means the prescribed minimum standard of services necessary
for the safe, hygienic and adequate collection, removal, disposal or purification of

human excreta, domestic waste-water and sewage from households, including
informal households;

“Chief Financial Officer” means the Chief Financial Officer of the Municipality:
“Council” means the Council of the Ugu Municipality;

“Household” means all the people who permanently reside in the dwelling:

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

“Municipality” means Ugu Local Municipality.

THE LEGAL CONTEXT

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

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

OBJECTIVE OF THE POLICY

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

However, being committed to the fundamental principle set out in paragraph 4 above,
the financial implication must determine the extent to which water can be provided free
to certain consumers. In conjunction with the Provincial Support Units established by
the Depariment of Water Aifairs and that Department, the Ugu District Municipality will
progressively introduce the Policy to its area. Full advantage will be taken of subsidies
and grants made available by other spheres of government to enable the Ugu District
Municipality to implement a policy of free basic water without violin the fundamental
principle. In line with the principles of transparency inherent in paragraph 7 !, the

people of the area will be informed and consulted on the implementation of the Policy

W5
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b)

5.2
5.2.1

as it unfolds. There are two inter-related long term objectives which will guide the Ugu
Municinality in reqards to the provision of fras basic sendices and theza.are:

The elimination of poverty in the Ugu District area, and

The equal treatment of all persons in the area

Whilst the historic imbalances between the citizens of South Africa are a fact, resulting
in & mass of poor people badly provided with basic services, this should not be seen
as normal and everlasting. Initially therefore, different levels of service must be
provided at affordable or no cost, but the Policy is accepted that, over time, realisticaily

computed, these distinction should be eliminated and everyone should be treated
equally.

PURPOSE
The primary purpose of the-basic-waterservices this Policy is to assist in promoting

sustainable access to basic water supply and sanitation to all households.

ADMINISTRATION 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 receiving equitable share from National
Treasury and as determined by Council from time to time.

Free basic water

Private Connections:

Commercial, Government, Bulk users and industrial users, and other categories be
retained with no Free Basic Water allocation, except for users classified in paragraph
5.2.2 below .All households who fall in the group who qualify for free basic water in
terms of Ugu-DBistrist 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 exceed 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

Informal settlements where water is supplied by stand pipes

People served from springs and borehole water in rural areas

Rain water harvesting schemes

Wb
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f)

6.1
a)
b)
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The Authority or the Authorised Provider may convey any water required as a
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required, subject to such conditions and period, which shall not exceed three months,
as may be prescribed by it.

FREE BASIC SANITATION

Free basic sanitation shall be provided to the following
Indigents households

Rurai communities where there is no sanitation infrastructure

Informal selllerments
EFFECTIVE DATE

The policy shall come to effect upon approval by Council.

POLICY ADOPTION

This revised Policy replaces the current Policy; it has been considered and approved
by the COUNCIL GF UGU DISTRICT MUNICIPALITY as follows:

r.of watards..

iy
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A, PREAMBLE:

" The Local Government : Municipal Systems Act No. 32 of 2000 ("the Municipai
Systems Act") has as one of its objects the need to ensure financially and '
economically viable municipalities;

The Municipal Systems Act also envisages a new system of Local Government

requiring an efficient, effective and transparent local public administration that
conforms to constitutional principles;

The Ugu District Municipality has adopted a tariff policy in terms of Section 74(1) of
the Municipal Systems Act No. 32 of 2000 which policy reflects the principles

enunciated in Section 74(2) and differentiates as it may in terms of Section 74(3) of
the Municipal Systems Act;

The Ugu District Municipality has also adopted By-laws as envisaged in Section 75 of
the Municipal Systems Act No. 32 of 2000;

This policy is adopted in terms of Section 96(d) of the 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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DEFINITIONS

“Except o 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 so requires; the following words shall have the meanings assigned to
them hersin:-

"Service charges" means all monies that are currently due and payable to Ugu
District Municipality in terms of Section 96(a) of the Municipal Systems Act;

"Municipality” means Ugu District Municipality;

"Services" shall mean all services provided by the Ugu District Municipality and
without limiting the generality of the a foregoing shall include_

a) water supply and connection;

b} sanitation supply and connection;

c) miscellaneous services as specified in the Municipality's tariffs;

d) where sanitation, connection and supply does not apply, sanitation haulage, ad

hoc vacuum tanker services, conservancy tank clearances; services relating to
industrial effluent;

e) the provision of water borne sanitation;

f) or any other services that the Municipality may supply all in terms of the
Municipality's tariffs.

"consumer” shall mean, without limiting the generality thereof, any natural person or
tegal 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 thereof,

a) a person in whom is vested the legal title {o the premises;

b) in a case where the person in whom the legal title to premises is vested is
insolvent or dead, or is under any form of legal disability whatsoever, the person
in whom the administration and control of such premises is vested as curator,
trustee, executor, administrator, judicial manager, liquidator or other legal
representative;

c) in any case where the authority or authorised provider is unable to determine the

identity of such person, a person who is entitied to the benefit of the use such

V21
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premises or a building or buildings thereon, including a person who receives the
" rent or profits of such premises or any part thereof from any fenart or vceupier

or who would receive such rent or profits if the premises or any part thereof were
let, whether for his own account or as agent for any person entitied therefo or
having an interest therein;

d) in the case of premises for which a lease agreement of 30 years or tonger has
been entered into, the lessee there under;

e) inrelation to -

(i) a piece of land delineated on a sectional plan registered in terms of
the Sectional Titles Act 95 of 1986, the developer or the body
corporate in respect of the common property,

(i) or a section as defined in such Act, the persan in whose name such
section is registered under a sectional title deed and includes the
lawfully appointed provider of such person;

THE SCOPE OF THIS POLICY:

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

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

Any collection charges lawfully due fo the Municipality.

THE OBJECTIVES AND CONTENTS OF THIS POLICY:
The adoption of this Policy has as its principal objective the fulfiment of the

requirements of Section 97(1) of the Municipal Finance Management Act, namely to
provide for:-

a) Credit Control Procedures and Mechanisms;

b) Debt Collection Procedures and Mechanisms;

¢} Provision for indigent debtors that is consistent with ifs rates and tariff policies
and any national policy on indigents;

d) Realistic targets consistent with:-
i) generally recognised accounting practices and collection ratios; and

i) the estimates of income set in the budget less an acceptable provision for bad
debts;

e} Intereston arrears, where appropriate;

f) Extension of time for payment of accounts;
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3.2

3.3

4.1

4.2

4.3

5.1

g) Termination of services with the restriction of the provision of services when

R THEIIS FE TH BITGATGs T e

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

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

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

Systems Act is discretionary,

The Ugu-Bistrist Municipality has in terms of Section 98 of the Municipal Systems Act

No. 32 of 2000 adopted By-laws to give effect to this Credit Control and Debt

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

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

implementation, delegation or, otherwise, administration of this Palicy apart from
what is mentioned further herein.

SUPERVISORY AUTHORITY

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

committee or executive mayor, must:-

oversee and monitor:-

a) the implementation and enforcement of the Municipality's Credit Control and Debt
Collection policy and any by-laws enacted in terms of Section 98; and

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

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

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

Credit Control and Debt Collection mechanisms, processes and procedures; and

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

Council, except when the Council itself performs the duties mentioned in paragraphs
2.1 and 2.2.

ROLE OF THE MUNICIPAL MANAGER

In terms of Section 100 of the Municipal Systems 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 98;
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5.2

5.3

6.2

6.3

in accordance with the Credit Control and Debt Coliection policy and any such by-

aws, estabitsi eifective adrministrative mechanisms, protesses and
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collect money that is due and payable to the Municipality; and

At such intervals as may be determined by the Council report prescribed particulars
to a meeting of the Supervisory Authority referred to in Section 99.

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)
b)

d)

f

9)

the full name of the Applicant/s;

the identity number (in the case of a natural person) or registration number;

copies of relevant registration certificate together with certified 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 person;

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);

a copy of the Applicant/s ‘s identity document or in the case of a legal person its

proof of registration; copies of relevant registration certificate together with

certified copy of the resolutions that give permission to apply on behalf of the
legal person;

in the event that the Applicant/s is/are not the owner/s of the property at which

the services will be supplied then the application must contain:-

i) the consent of the owner to the supply of services on credit to the Applicant;

i) the owner/s s full details including a copy of the owner/s 's identity document
or proof of registration as envisaged in the preceding paragraphs;

iii) The aforesaid consent shall make provision that in ihe event of the
Applicant/s defaulting in the payment of any amounts due that the owner/s will
be held responsible therefore;

the Applicant's contact details including :

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

ii) e-mail address (where applicable);

The amount of the deposit shall be calculated as per policy and payable in

advance prior to connection of the service;

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

agreement with the Applicant for the rendering of the services applied for which upon
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6.5
6.6

7.2

7.3

7.4

7.5

7.6
7.7

7.8

acceptance shall constitute a binding agreement between the Municipal_ity__ar_;d the

~consumer/s;

Hiiterate Applicants must be assisted in the completion of the forms and must affix
their mark to the form which mark must be certified by a Commissioner of Qaths 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 a default in payment.

THE RENDERING OF ACCOUNTS:

Consumers on the billing system will receive an understandable and accurate bill
from the Municipality, which bill will consolidate all service costs for that property.
Accounts will be produced in accordance with the meter reading cycle and due dates
will be linked to the statement date.

Accounts will be rendered monthly in cycles of approximately 30 days at the address
last recorded with the municipality or its authorised agent.

Itis the consumer’s responsibility to ensure that postal address and other contact
details are correct.

It is the consumer's responsibility to make enquiries and ensure timeous payments in

the event of accounts not received.

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

Payments can be made at:-

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

b) The South African Post Office and their agencies;

¢} ABSA Bank; and

d) Easy-Pay outlets, example Pick 'n Pay and Checkers:

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

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

All Ugu District Municipal Councillors and employees who are deemed to be

consumers must not be in arrears 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, Schedule 2.of the local Government: Municipal Systems Act.
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8.2

8.3

8.4

8.5

8.6

9.2

9.3

9.4

9.5

INTERRUPTION OF SERVICE

Consumers who are in arrears with their municipal account and Who have not made ™~

arrangements with the Council will have their supply of water, and other municipal
services, suspended, restricted or terminated.

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

Council reserves the right to deny or restrict the sale of water to consumers who are
in arrears with their municipal charges.

Upon the liquidation of arrears, or the conclusion of acceptable arrangements for
term payment, the service will be reconnected as soon as conveniently possible.
The cost of the restriction and the reconnection, will be determined by tariffs
approved by Council, and will be payable by the consumer.

Interest can be raised as a charge on all accounts not paid by the due date.

DEBT COLLECTION PROCEDURE:

The Municipality or any duly authorised collection agent or service provider for the
collection of outstanding debt may, in addition to the normal legal procedures for the
collection of arrear accounts, also —

a) terminate or restrict the supply of services; and

b) allocate any payments or pre-payments toward the liquidation of any arrears in
terms of section 12 below;

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

shall not be deemed to be in full and final setflement of such an account.

The Municipality may, when a debtor is in arrears and all other credit control actions

have been exhausted, commence legal process against that debtor, which process

could involve final demands, restrictions, summonses, judgements, garnishee orders

and as a last resort sales in execution of property.

All costs of legal process, including interest, service discontinuation costs are for the

account of the debtor.

Uncollectable Arrears

9.5.1 The effective implementation of the present policy also implies a realistic review

of the Municipality’s debtor's book at the conclusion of each financial year. The
Municipal Manager shall as soon as possible after 30 June each financial year
present to the Council a report indicating the amount of the arrears which itis

believed is uncollectable, together with the reasons for this conclusion.

9.5.2 The Council shall then approve the write off of such arrears, it if is safisfied with

the reasons provided.
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10.2

10.3
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DOMESTIC ACCOUNTS

The Municinality recognises that in certain instances domestic consumsrs may

experience difficulty with the payment of a lump sum arrear amount and in such
instances will accommodate any domestic consumers who require paying their
arrears over an exiended period;
in these instances ths Municipality shall require: -
a} an agreement stipulating:

i) ihe extended period;

i} the amount payable by the consumer;

i) any deposits payabla,
In such instances all deposits shall be payable either in cash or by bank guarantes.

It shall be a condition for the conclusion an arrangement that the consumer is bound
to pay every current municipal account in full and on time during the period over
which such arrangement extends.,

zach request is treated on its individual merits, however, collection stalf will be
guided by the following minimum guidelines in entering into agraements of s
nalure:-
a) First thime request:-
i} any amount in arrears - a deposit of 10% of the arrear amount is payable
immediately with the balance payable cvar aleven months:
b) In case of a default, cornplete disconnection will be effacted and free basic water
can be collected rom the Ugu Markat premisas. The full amount cecomes due

and payable immadiately befors re-instatement of (ha supply;

()
e

inrespect of repeat requests by domaestic defauiting consumars or domestic
consumars with agresments as envisaged in sub-paragraph (a) sbova or st
time tammering consumers:-

1) any amount in amears - 3 deeosit of 25% of the arrsar amonatis oayen's

immediate’y with the balance vayable over esi-m._,_a maonthy;

pes

i) o0 casa of adafadt, corerlete dissennecton wi al ba =sifected and fras acw wwaler
can e eolioniad S e Ugn Market oremisas. 700 2 amount »roomas Ae
nd pavatle immadiataly “oiooa m-instatamant of B spehe

SsConricion 228 ana sddiorsl doposils vwel e pard i fodl e son wy sgrsen ot

i3oreerstad ann L eniEesd i
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10.6

0.7

1.

11.1

11.3

11.4

11.5

1.7

in the event of such agreements being negotiated with legal entifies, then, the
agreement must be duly signed by a duly autharised officer of the same and inis
must be accompanied by gersonal sureties of a natural person. All such agreements
must be accompanied by a resoiution of the entity authorising the signatory to sign as
aforesaid;

In instances where agreements as envisaged in this clause are antered inle, a

consumar may be required to complete a debit order authority for the payment of the
arrears in lerms of the agreement.

DISHONOURED CHEQUES

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

The consumer will be contacted telephonically and requested fo make a cash depaosit
equivalent to that of the dishonoured cheque or debit order into the Municipality's
bank account within 24 hours of such request;

Should the Municipality be unable to contact the consumer as aforesaid, the
Municipality shall issue a final demand and proceed as envisaged earlier herein;
Should the cheque payment or debit order relate at all to an agreement for extension
or reconnection, the supply of the service will immediately be disconnected without
any further notice to the consumer and will only be reconnected once the consumer
has made payment of the full outstanding balance in cash;

in the event of a consumer not having sufficient funds in cash to settle the amount
equivalent to the amount of a dishonoured cheque then the Municipality shall be
entitled but not obliged to proceed with the institution of criminal charges of fraud
against the consumer;

All dishonoured cheques shall be refained by the Municipality and only returned to
the consumer upon request therefore by the consumer and after reversal of the
dishonoured payment;

The Municipality shali be entitled fo levy an administration fee in order to recover all
bank charges and adminisirative work involved in reversing the entries 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 bureau
for processing against the consumer's credit profile.

11
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12. ALLOCATION OF PART-P&YMENTS AND APPROPRIATION OF DEPOSITS
121 Ifan accountholder pays only part of any municipal account due, the Accounting
Officer shall allocate such payment as follows:

12.1.1 Firstly, to any unpaid charges levied by the Municipality in respect of
unacceptable cheques, notices, legal expenses and reconnections or
reinstatements of services in respect of the account or property concerned:

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

12.1.3 Thirdly, to any unpaid sanitation charges;

12.1.4 Fourthly, to any unpaid water charges.

122 This sequence of allocation shall be followed notwithstanding any instructions to the
contrary given by the accountholder.

13. METER TAMPERING
13.1  Water metering and connection equipment remain the property of the Municipality

and any person involved in the tampering with, damaging or theft thereof will be liable
to criminal prosecution:

13.2 Where there is evidence of any illegal reconnection of a supply, or the tampering
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 settlement of any
outstanding arrears;

13.3  The detection of any further instances of tampering as envisaged herein will resuilt 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 penalty on consumption equivalent to the average usage
over 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.

14,  UNOCCUPIED PREMISES

141 When a consumer terminates a consumption account and no new consumer is
registered the property shall be deemed to be unoccupied;

14.2  In such 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
been rendered, requiring the new occupier within 7 (seven) days of the aforesaid

letter to register with the Municipality as a consumer and detailing the registration
procedures to be followed:;

12
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14.4

14.5

14.6

15.
15.1

15.2

15.3

16.
16.1

16.2

A failure by a new accupier to respond to the aforesaid letter will result in the
termination/disconnection of the service supplied;

In such instances, lhe property wili be linked to the registered owner'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
property for payment;

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

However, should attempts at establishing the identity of such person fail then the

registered owner of the property shall be liable for any water consumed at the
property.

NEW DEPOSITS

All new consumers are required to pay a minimum deposit in accordance with the
applicable Municipality tariff;

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

In respect of domestic consumers the Municipality applies four scales of tariffs to
determine the deposit payable, namely:-

a) Scale 1: 0— 200 litres per day;

b) Scale 2: 201 — 500 litres per day;

c) Scale 3: 501 — 750 litres per day;

d) Scale 4: 751 — 1000 litres per day.

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

ADDITIOCNAL DEPOSITS

The value of the original deposit paid or any guarantees held in respect of the
aforesaid deposit will be reviewed on a regular basis;
Upon such review the Municipality may require a consumer not previously required to

pay a deposit for whatever reason, to pay a deposit on request within 10 (ten) days
from the date of such request.

13
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17.  COMMERCIALACCOUNTS
17.1  In these instances where commercial accounts fall into arrears, the Municipality shall
require:-
a) Arrears to be paid in full before water supply is re-instated
b) No instalment arrangement shall be accepted for any commercial account
¢) Insuch instances deposits shall be adjusted and payable either in cash or by
bank guarantee
d) Reconnection fees and additional deposits must be paid in full before water
supply is re-instated
17.2  The Municipality shall review consumption patterns whenever meter readings are
received;
17.3  Should the amount of the deposit or guarantee held be deemed inadequate after
such review, the Municipality shall send a letter requesting the payment of an

additional deposit;

17.4  The value of any such increase in deposit shall be added to the next monthly
account.

18. PERSONS AND BUSINESS WHO TENDER TO THE MUNICIPALITY
18.1  The Procurement Palicy and Tender Conditions of the Municipality will include the
following:
a) When inviting tenders for the provision of services or delivery of goods, potential
confractors may submit tenders subject to a condition that consideration and
evaluation thereof will necessitate that the tenderer obtain from the municipality a
certificate stating that all relevant municipal accounts owing by the tenderer
and/or its directors, owners or partners have been paid or that suitable
arrangements (which include the right to set off in the event of non-compliance)
have been made for payment of any arrears.
b) No tender will be allocated to a person/contractor until a suitable arrangement for
the repayment of arrears, has been made. No further debt may accrue during

contract period.

c) A condition allowing the municipality to deduct any moneys owing to the
municipality from contract payments.

19.  DOMESTIC ACCOUNTS

19.1  In the event of the Municipality detecting an irregular and unacceptable payment

pattern then the Municipality shall be entitled to review the deposit held in respect of
residential consumers;

14
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In the event of such review the relevant consumer shall be sent a request by the

Municipality for the payment of an additional deposit;
The value of any such increase of the deposit as aforesaid shall be added to the
consumer's next account.

FORFEITING DEPOSITS

A deposit shall 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

Certificates 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 a vacant stand,

Upon payment of the amounts referred to in 1 and 2 above, the Municipality shall

issue a clearance certificaie within 5 (five) working days of the request for such
certificate.

WATER AND SANITATION RATES

Water and sanitation rates are an availability charge which is levied against
properties where there is water reficulation and waterborne sanitation system in
place is charged to the registered owner of the praperty

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

Rate payers currently have the option of paying their rates on an annual basis or by
monthly instalments. Monthly rates are payable over a maximum period of 10
months commencing on the 1st September of the rates year and terminating on the
30th June of the rates year;

Water rates accounts are posted by ordinary mail during September of each year and
the final date for annual payments is the last working day of November in that year;
Water rates that are not paid by the final date incur a late payment penalty calcutated
at 1.25% per month on outstanding rates from the 1st December each year. Inthe
event that these rates remain unpaid after the 31st January of the following year, a
once-off collection charge equivalent to 10% of the rates outstanding at the time is
levied:; however, penalties continue to accrue on the outstanding rates due

notwithstanding the once-off charge aforesaid;

15
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22,6 Adter 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;

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

a) compile a schedule of all arrear rate payers;

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

c) authorise and institute the necessary fracing action in insiances where the
consumer's whereabouts are unknown;

d) engage legal assistance for the institution of civil legal proceedings against the
consumer.

23. TEMPORARY MEABURES GF ASSISTANCE:

23.1  The Municipality recognises that ihere are instances where rate vayers face
termmporary hardships causad by parsonal circumsiances, poor economic cenditions,
unemployment, tempoiary disablement or iilness and in such instances the
#Municipality is willing to accommodate arrangements fo setile ouistanding arrears;

23.2  in such instances ihe foliowing procedures shall apply:-

' a) consumers may approach tha Municipality for arrangements o be made for a
maximum period extending up to the 30ith June of the current financizl year, and
in exceplional circumstances, up to 1 (one) month bafore the final date for
payment of raies in raspeci of the next financial year;

b) ihese arrangementis envisage the consumer paying in equal insiaimants all
ouistanding amounts including any interest and collection charges that may have

been levied by the Municioality;

23.3  Cnce such an arrangement has Sesn made hes consumer must sign an
Aclknowledgement of Debi for this purpese and should ihe consumer renege on s
arrangemant then the whole cutstanding arrsar amount, biclusive of penaltiss and
‘erest shall bacome immedialely due and payabla and st.il be subject o the
norral eollections orocaduras envizagad harein,

23,4 myexceplional ciicumstances and so as o ensura cayment of ihe capital suns of
rates die and inordar o aveid e acorual of further isgal cosls and o chargss,

sunteiondity vy, voesoluton aenwe Bra pay nant of any woixest peradies
snc/or collestion charges for o vredinum nariad 9 § (350 mondhe exlentnied from iz
stz ot donaters of e Aviinowisdaarant of Tak
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24, INDIGENT SUBSIDY

241 Customers may apply for an indigén{ subsidy on the canditions as stipulated in the

Municipality's Indigent policy.

25, COMPLIANCE AND ENFORCEMENT

a) Violation of or non-compliance with this Policy will give a just cause of
disciplinary steps to be taken.

b) It will be the responsibility of Accounting Officer to enforce compliance with this
Policy.

26, EFFECTIVE DATE

The policy shali come to effect upon approval by Council.

27. POLICY ADOPTION

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