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1. OVERVIEW 

1.1 Purpose 
The purpose of the report is to table the draft 2022/23 Medium-term Revenue and Expenditure 
Framework (MTREF) before Council in terms of Section 16(2) of the Local Government: Municipal 
Finance Management Act (MFMA), 2003 (Act 56 of 2003) prior to the community consultation process. 

 
1.2 Background 

Section 16(1) of the Municipal Finance Management Act (MFMA) stipulates that the council of a 
municipality must for each financial year approve an annual budget for the municipality before the start 
of that financial year. Section 16(2) stipulates that in order to comply with subsection (1), the mayor of 
the municipality must table the annual budget at a council meeting at least 90 days before the start of 
the budget year. 

Section 22 of the MFMA also stipulates that immediately after an annual budget is tabled in a municipal 
council the accounting officer must make public the annual budget and documents in terms of Section 
17 and invite the local community to submit representations in connection with the budget; and submit 
the annual budget to the National Treasury and the relevant provincial treasury in printed and electronic 
formats. 

Section 23(2) of the MFMA stipulates further that “after considering all budget submissions, the Council 
must give the Executive Mayor an opportunity – 

a) To respond to the submissions; and 
b) If necessary, to revise the budget and table amendments for consideration by the council”. 

The tabling of the Draft Budget and IDP will be followed by public consultation meetings with various 
stakeholders. 
 
The 2022/23 MTREF will be considered for approval by Council in 31 May 2022 after taking into account 
the outcome of public consultation. 
 

1.3 Long Term Financial Sustainability (LTFS) 
The purpose of the long-term financial strategy is to ensure that the municipality is financially 
sustainable and able to respond to the Municipal Growth and Development Strategy, policies, priorities 
and infrastructure needs. 

The objectives of the LTFS are: 

 Prudent and sound medium-term to long-term financial framework. 
 Resilience and able to absorb future shocks. 
 Ensure sustainability of services. 
 Investment in infrastructure. 
 Adequate maintenance of infrastructure. 
 Identify strategies that will ensure long-term financial sustainability: 
 Operational efficiency initiatives, 
 Sustainable and alternative revenue streams. 
 Respond to the long-term strategy of the municipality. 

 Improve the municipality’s credit rating. 
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Owing to the limited revenue base (municipal rates, user charges and grants/subsidies) the Municipality 
has to be proactive in the minimization of costs and the maximisation of efficiencies in order to respond 
to increased service delivery requirements. 
 

The strategies and measures already implemented to ensure sustainability are: 
 

 The Budget Policy; 
 The Revenue Enhancement Strategy; 
 Budget Principles and guidelines; and 
 The Cash-Flow Management Intervention Initiatives. 
 

Long-term Financial Model (LTFM) 
 

The long-term Financial Model essentially informs the compilation of the MTREF with the emphasis on 
affordability and long-term sustainability. Although the LTFM is predominantly a financial planning tool 
to ensure long-term financial sustainability for the organisation, the financial planning process and 
LTFM run parallel to ensure the strategies and direction of the Municipality are at all times informed by 
best practice. The municipality is in a process of reviewing its plans and developing a long-term financial 
strategy. 

1.4 2021/2022 MTREF Policy statements and guidelines 
 

The IDP is the primary point of reference for preparation of the MTREF. Accordingly, the budget 
addresses the following strategic objectives: 
 

 Provide basic services, roads and storm water. 
 Economic growth and development and job creation. 
 Sustainable communities with clean, healthy and safe environments and integrated social services. 
 Participatory democracy and Batho Pele. 
 Promote sound governance. 
 Ensure financial sustainability. 
 Organisational development and transformation. 
 

The 2022/23 MTREF reflects the reality of the current budgetary pressures. The following budget 
guidelines directly informed the compilation of the budget; 
 

 Scale down on baseline allocation as indicated by National Government. 
 Approve a balanced budget and create cash surplus over the Medium-term. 
 The budget must be funded in accordance with the funding compliance procedure set out in MFMA 

Circular 42 and the Funding Compliance Guideline. 
 Reprioritise competing needs within the allocations. 
 Ensure the timely delivery of the capital programmes (eliminate under spending of capital budget). 
 Tariff and Property Rate increases should take into account the need to address infrastructure 

backlogs and other strategies and affordability of services. 
 The percentage salary increases according SALGA guideline 

 

o 2022/23 Financial Year – 4%  
 

 Special attention needs to be given to efficiency gains and the principle of value for money. 
 Filling of vacancies should be reviewed within the available budget and service delivery needs of 

the institution. 
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2. EXECUTIVE SUMMARY 

 

2.1 Executive Summary 
 

The preparation of the 2022/2023 Budget and Medium-Term Revenue and Expenditure Framework 
(MTREF) is based on the guidelines contained in the MFMA Circular No.115 issued by National Treasury. 
 

The other fundamental principles underlying the preparation of this draft budget is the application of sound 
Financial Management to ensure Financial Viability, and that municipal services provide sustainable, 
economically and equitable to all communities. 
 

The main challenges experienced during compilation of the draft 2022/2023 MTREF can be summarized 
as follows: 
 

- Cash flow constraints 
- The increased cost of bulk purchases (due to increases imposed by Rand Water and Eskom). 
- The need to re-prioritise expenditure within the existing resource given the cash flow realities and 

declining cash position. 
- Unavailability of own-funding for capital budget; and 
- Inability to raise capital/borrowing. 
 

The following principles and guidelines will directly inform the draft 2022/2023 MTREF: 
 

- The budget of 2021/2022 budget was used as baseline and was appropriate as upper limits. 
- CPI guidelines from National Treasury except where specific sector increases are prescribed. 
- Ensuring that drinking water meets the required quality standards at all times 
- Identification of inefficiencies and elimination of no-priority spending 
- Securing health of the assets by increasing the spending on repairs and maintenance 
- Developing strategies in reducing water and electricity losses 
- Developing tariffs that are cost reflective 
- Maintaining a long financially sustainable environment 
- Protect the poor from the worst impacts of the economic downturn at all times 
- Job creation and poverty reduction 

For the municipality to be able to deliver efficient and effective public services within the existing fiscal 
purse, tough decisions will have to be taken on the expenditure side. Priority ought to be given to the 
following areas: 

 A performance culture where all the people are held accountable for their actions, accompanied by 
clear, measurable outcomes related to key developmental priorities. 

 Limit outsourcing of work 
 Procurement reforms 
 Limit wastage and inefficient systems 
 Strengthen the collection to reduce the debt book 

The budget has been prepared with a vision of sustaining the financial capability of the municipality in the 
long term. A special effort was taken to improve the credibility of the budget.  The tariffs have been set in 
line with tariff policy and the following factors were considered: 

 The current collection rates 
 The affordability of the community 
 The social package 
 The direct cost drivers 
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The tariffs for service charges have been increased as follows: 

- Water                 8.8% 
- Electricity  7.18% 
- Rates       4.8% 
- Waste management 

o Refuse removal     4.8% 
- Sewer                  8.8% 
- Miscellaneous      4.8% 
 
The social package is proposed as follows: 

DESCRIPTION 
2022/2023 

 VAT Inclusive 
2023/2024 

VAT Inclusive  
2024/2025 

VAT Inclusive  

Free Electricity 62.29  69.47 76.65 
Free Water 244.70  266.23 289.66 
Equitable Share 265.80  273.78 273.78 

TOTAL 572.79 609.48 606.39 
 
 
 
The municipality is implementing the inclining block tariffs on electricity and water.  The IBT for the 
electricity is in-line with the NERSA guidelines.  The water tariffs are also designed using the inclining 
block model to promote conservative approach to the domestic consumers. 
 
The municipality will still ensure that the poor are protected through the indigent support scheme as per 
the indigent policy and debt collection strategy. The threshold for increasing free basic services for a 
household will be reviewed. The increase on the package indicates the municipality’s commitment to 
protect the poor and also to ensure that those who cannot afford to pay are not burden with the unpaid 
accounts. 
 
The council is committed in creating employment and reducing poverty as part of National Initiative, 
through meaningful local economic developmental initiatives and labour-intensive projects. Furthermore, 
the municipality will on the continuous basis engage with the service providers to ensure that labour 
intensive approaches are utilized.  The municipality will also ensure that it implements the intern programs 
to provide the young people with on-the-job training.  

A conservative approach in spending will be adopted to ensure financial sustainability. As a municipality 
we should also all pay serious attention to managing revenue and any cash streams effectively through 
revenue management processes and procedures. 
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2.2 Consolidated overview 

 
The budget has been prepared in terms of guidelines as contained in Circular 115 of the MFMA.  The 
contents and format of the budget are in line with the requirements of the Municipal Budget and Reporting 
Regulations and any applicable legislation. 
 
The 2002/2023 draft budget comprises of R 2.7 billion for operating expenditure and R 149 million for 
capital investment programs. The total operating income budget is R2.8 billion resulting in an operating 
surplus of R 53 million.  
 
Municipal revenues and cash flows are expected to remain under pressure as we still continue to have 
low-income revenue growth with a continued increase in expenditure. 
 
Table 1: Consolidated overview of the 2022/2023 Draft Budget 
 

Description 
Original Budget 

2021/2022 
Adjusted Budget 

Budget 
2022/2023 Budget 

2023/2024 
Budget 

2023/2025 
2021/2022   

Total Operating Revenue 2,617,676,475 2,589,741,223 2,828,607,870 3,009,537,990 3,205,529,610 
Total Operating Expenditure 2,492,928,457 2,515,223,529 2,775,139,700 2,861,431,096 2,979,596,946 
 Surplus /( Deficit) for the 
year before capital grants   

124,748,018 74,517,694 53,468,171 148,106,894 225,932,664 

 Grants revenue -Capital  124,693,000 193,167,144 80,932,000 90,649,000 94,942,000 
Surplus /(Deficit)for the year  249,441,018 267,684,838 134,400,171 238,755,894 320,874,664 
Total Capital Expenditure 309 111 710 335,188,149 149,504,404 158,474,668 167,983,148 

 
 

Operating budget 

The operating budget deals with day-to-day operations of the municipality to ensure that service delivery 
is sustained.   
 
The draft operating budget has increased to R2.7 billion compared to the current adjusted budget of 
R2.5 billion. 
 
The trend is that the operating expenditure has been increasing over the years driven by: 
 salary increments 
 the need to repair infrastructure 
 the need to adequately budget for debt impairment and depreciation, 
 Inflation 
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Capital budget 
An amount of R149 million has been allocated for the capital investment program for 2022/2023 financial year. 
This is a decrease from the R335 million of the current adjusted budget for 2021/2022.The main reason for 
this decrease is no adequate internal funding is available for capital program.  
 

Description 
Original 
Budget 

2021/2022 

Adjusted 
Budget 

Budget 
2022/2023 Budget 

2023/2024 
Budget 

2023/2025 
2021/2022   

Surplus for the year available to fund internal 
budgeted assets /capital purchases  

124 748 018 74 517 694 53 468 171 148 106 894 225 932 664 

Budgeted  Internally funded Assets 309 111 710 129 775 150 66 130 000 62 415 200 63 289 408 

 
 

3. DETAILED OVERVIEW OF BUDGET 

 

3.1 Total Revenue 
 

Description  Final Budget 
2022  

 Adjusted 
budget  

  DRAFT 2023   DRAFT 2024   DRAFT 2025  

Exchange Revenue           
Interest on Debtors and investments 199,063,293 199,063,293 208,223,163 216,963,064 225,641,587 
Operational Revenue 10,837,098 10,837,098 11,057,279 11,811,570 12,284,033 
Rental from Fixed Assets 4,922,073 4,922,073 5,158,333 5,364,666 5,579,252 
Sales of Goods and Rendering of 
Services 

4,093,753 4,093,753 4,864,786 4,461,863 4,640,338 

Service Charges 1,580,075,815 1,580,075,815 1,718,564,871 1,834,203,322 1,957,912,435 
Gains on disposal of assets  

  
10,000,000 10,000,000 10,000,000 

Total Exchange Revenue 1,798,992,032 1,798,992,032 1,957,868,431 2,082,804,485 2,216,057,645 

  
     

Non-exchange Revenue 
     

Fines Penalties and Forfeits 36,076,716 36,076,716 37,803,158 39,320,693 40,893,520 
Interest on property rates  19,652,714 19,652,714 20,596,044 21,419,886 22,276,681 
Property Rates 399,450,013 371,135,083 403,088,237 419,211,766 435,980,237 
Transfers and Subsidies - 
operational 

363,505,000 363,884,678 409,252,000 446,781,160 490,321,526 

Total Non-exchange Revenue 818,684,443 790,749,191 870,739,439 926,733,505 989,471,965 
Total Operational revenue  2,617,676,475 2,589,741,223 2,828,607,870 3,009,537,990 3,205,529,610 
  

     

Transfers and Subsidies -Capital 124,693,000 193,167,144 80,932,000 90,649,000 94,942,000 
  

     

Total revenue inclusive capital 
grants  

2,742,369,475 2,782,908,367 2,909,539,870 3,100,186,990 3,300,471,610 
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3.2 Revenue 

 

 

 

 

Property rates
14%

Service charges 
61%

Rental of facilities
0%

Interest earned -
external investments

7%

Interest: Outstanding 
Debtors

0%

Dividends
1%

Fines
1%

Fees earned
0%

Transfers recognised 
- operational

15%

Other revenue
1%

Revenue 2022-2023 
Property rates Service charges

Rental of facilities Interest earned - external investments

Interest: Outstanding Debtors Dividends

Fines Fees earned

Transfers recognised - operational Other revenue
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Comments on Operating Revenue 

The property rates 
The property rates amount to R 403 million for the 2022/2023 financial year. This revenue stream has been 
increased by 9%.Property rates increase as a result of expected increase in supplementary valuations and 
yearly tariff increases.  

 
Service charges 
Service charges include electricity, refuse, sewer and water. The service charges for 2022/2023 amount to R 
1 718 billion, 2023/2024 R 1 834 billion and 2024/2025 amounts to R 1 957 billion.  The R 1 718.5 billion is 
made up of the following, water R 628.4 million, Refuse R 162.9 million, Sewerage R 160.7 million and 
electricity R766.3 million.  The service charges contribute 61% of the operating revenue. 
 
 
Rental income 
The rental income amounts to R5.1 million. The stream contributes 0.2% of the total revenue. 
 
Fines 
The revenue estimates for the fines have been increased from R 36 million to R 37 million, this was done to 
make a provision as required by iGRAP1. 

 
 

Grants and Subsidies – operating 
 

The grants subsidies refer to the Division of Revenue Act allocations in the 2022/23 financial year, the 
operational grants allocations are as follows:  

DESCRIPTION Budget 2022/23 Budget 2023/24 Budget 2024/25 
Equitable Share 380 023 000 417 947 000 459 878 000 
Expanded Public Works Programme Integrated Grant 2 629 000 0 0 
Financial Management Grant 2 100 000 2 100 000 3 518 000 
Infrastructure Skills Development Grant 24 500 000 25 000 000 25 500 000 

 TOTAL 409 252 000.00 445 047 000 488 896 000 
 
 

Grants and Subsidies – capital 
 

The grants subsidies refer to the Division of Revenue Act allocations in the 2022/23 financial year, the capital 
grants allocations are as follows. The grants are allocated to serve specific purpose to the community which is 
improvement and/or construction of infrastructure.  

DESCRIPTION Budget 
2022/23 

Budget 2023/24 Budget 2024/25 

National Government: Municipal Infrastructure Grant    65 932 000         68 849 000       71 954 000  

National Government: Integrated National Electrification Programme Grant      15 000 000           22 000 000         22 988 000  
 TOTAL  80 932 000     90 849 000  94 952 000  
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3.3 Operating Expenditure 

Description 
Actuals inclusive 

of orders 
 Adjusted 

Budget 
FINAL DRAFT 

2023 
Sum of 

DRAFT 2024 
Sum of DRAFT 

2025 
Expenditure      

Bulk Purchases 390,727,428 556,080,515 639,492,592 735,416,481 735,416,481 
Contracted Services 126,851,070 276,745,037 280,332,650 257,076,573 267,359,636 
Depreciation and Amortisation 113,836,605 154,535,488 196,589,492 170,359,922 180,581,517 
Employee Related Cost 373,302,931 634,738,858 665,215,693 705,118,703 747,425,825 
Interest on creditors 87,297,932 128,652,097 133,798,181 139,150,108 144,716,112 
Inventory Consumed 322,809,713 405,334,919 473,254,086 465,138,785 499,022,768 
Operating Leases 1,454,716 6,861,692 7,936,160 7,421,606 7,718,470 
Operational Cost 50,775,341 93,265,154 108,244,781 100,964,609 105,003,193 
Remuneration of Councillors 16,272,107 30,590,571 32,120,100 33,726,105 35,412,410 
Transfers and Subsidies 19,297,555 26,233,431 27,882,768 28,374,079 29,509,042 

Impairment Loss 
-              

11,768,958 202,185,767 210,273,198 218,684,126 227,431,491 
Total expenditure  1,490,856,441 2,515,223,529 2,775,139,700 2,861,431,096 2,979,596,946 

 

 
 
 

Bulk Purchases
23%

Contracted Services
10%

Depreciation and 
Amortisation

7%

Employee Related Cost
24%

Interest 
Dividends and 
Rent on Land

5%

Inventory Consumed
17%

Operating Leases
1%

Operational Cost
4%

Remuneration of 
Councillors

1%

Transfers and Subsidies
1%

Impairment Loss
7%

EXPENDITURE 2022-2023
Bulk Purchases Contracted Services
Depreciation and Amortisation Employee Related Cost
Interest Dividends and Rent on Land Inventory Consumed
Operating Leases Operational Cost
Remuneration of Councillors Transfers and Subsidies
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Comments on Operating Expenditure: 
 
 

Employee related costs 

The employee related costs and remuneration of councillors indicate a percentage of 24% of the total operating 
budget.  The average salary increases 4.5%. The overtime will have to be controlled and filling of vacant 
positions will have to be fast tracked. 

General expenditure  

In a bid to cut cost and ensure the funding of the overall budget was increased to R108.2 million. The transport 
cost still needs to be controlled. General expenditure takes 4% of the total operating expenditure. 

Bulk purchases: Electricity  

The bulk purchases for electricity amounts to R 639.4 million, which contributes 23% of the operating budget. 
The Eskom will increase the bulk purchases to the municipality by 7.18%  

Repairs and maintenance 

The repairs and maintenance plan for the departments must be aligned with their budget and monthly reports 
should indicate how the departments are progressing. The repairs and maintenance contribute 4.21% of the 
operating budget.  The revenue generating assets should be to an adequate level ensuring that quality services 
are sustained.  
 
Depreciation 

Depreciation constitutes 7% of the budget. The budget increase was informed by historical trends as well as 
budgeted and forecasted additions. With the introduction of the new system (MSCOA requirements), assets 
depreciation was aligned to the individual assets hence the increase.  
 
 
Inventory Consumed 

Inventory consumed is inclusive of Bulk purchases for water which amounts to R393.6 Rand water will increase 
bulk purchases to municipality by 8.8%.More materials especially water and  electricity meters needs to be 
purchased for ensuring functional metering and improving service delivery and cashflows. 
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Contracted services 

In a bid to cut cost and ensure the funding of the overall budget, contracted services budget was increased to R280 Contracted services constitute 10% 
of total operating expenditure. Increase in contracted services is also related to increase of contract values and new services that are required by the 
institution.  

Main increase in contracted are on security services, meter services, sewerage services, services for distribution network on and prepaid vending. Over 
and above the increase is on new contracts in relation to Vetting of Qualifications, Designs of Transfer stations at Landfill sites, VAT recovery services, 
Relocation costs, Township Establishment 

Included in the R 280 million of contracted services is repairs and maintenance amounting to R106 million and outsourced services amounting to R 174 
million. The contract management will have to be improved for the contracted services. The outsourcing of work will need to be controlled to ensure skill 
transfer. 

DRAFT CONTRACTED SERVICES BUDGET FOR 2022/2023 
Function SegmentDesc  FinalBudget   Adjusted Budget   FINAL DRAFT 2023   DRAFT 2024   DRAFT 2025  

Security Services:Security and Compliance (Dept 0410) Security Services 35 728 712.00 35 728 712.00 37 157 860.48 38 644 174.90 40 189 941.90 

Human Resources:Development and Transformation 
(Dept 0202) 

Infrastructure Skill Development 
Grant/Rand Water  

25 218 225.00 25 218 225.00 24 500 000.00 25 480 000.00 26 499 200.00 

Sewerage:Sewerage (Dept 0608) Sewerage Purification 17 037 520.00 17 037 520.00 17 719 020.80 18 427 781.63 19 164 892.90 

Electricity:Energy Operations (Dept 0609) Bethal Electrical infrastructure 
(Machite) 

- 10 000 000.00 15 000 000.00 - - 

Legal Services:Legal (Dept 0204) Legal Cost - Legal Advice and 
Litigation 

12 054 104.00 35 304 104.00 12 536 268.16 13 037 718.89 13 559 227.64 

Electricity:Energy Operations (Dept 0609) Prepaid Electricity Vendors 13 244 400.00 8 192 986.00 8 520 705.44 8 861 533.66 9 215 995.00 

Human Resources:Development and Transformation 
(Dept 0202) 

Outsourced Services: 
Workshops; Seminars and 
Subject Matter Training:1% 
Percent SDL Trainings 

6 840 996.00 6 840 996.00 7 114 635.84 7 399 221.27 7 695 190.12 

Asset Management:Asset Management (Dept 0508) Business and Advisory - 
Accounting and A 

7 063 510.00 5 063 510.00 5 266 050.40 5 476 692.42 5 695 760.11 

Finance:Financial Services Administration (Dept 0501) Meter Readings 5 035 563.00 5 035 563.00 5 236 985.52 5 446 464.94 5 664 323.54 

Electricity:Energy Operations (Dept 0609) Outsourced Services: extension 
75 Secunda  

  
5 000 000.00 

  

Property Services:Property Services (Dept 0306) Assessment Services 2 651 585.00 3 118 585.00 3 243 328.40 3 373 061.54 3 507 984.00 

Town Planning; Building Regulations and Enforcement; 
and City Engineer:Building Control (Dept 0307) 

Township Establishment 3 082 465.00 3 082 465.00 3 205 763.60 3 333 994.14 3 467 353.91 

Roads:Technical Services Administration (Dept 0601) EPWP  1 008 642.00 1 008 642.00 2 602 000.00 3 120 000.00 3 244 800.00 

Administrative and Corporate Support:OHS and IR (Dept 
0206) 

Labour Cases 2 000 000.00 2 500 000.00 2 600 000.00 2 704 000.00 2 812 160.00 

Finance:Financial Services Administration (Dept 0501) VAT Recovery Services 2 000 000.00 2 300 000.00 2 392 000.00 2 487 680.00 2 587 187.20 
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Waste Water Treatment:Waste Water Treatment (Dept 
0603) 

Cleaning Services 2 007 481.00 2 007 481.00 2 087 780.24 2 171 291.45 2 258 143.11 

Housing:Human Settlement (Dept 0305) Relocation fees 1 500 000.00 1 500 000.00 1 560 000.00 1 622 400.00 1 687 296.00 

Human Resources:Development and Transformation 
(Dept 0202) 

LG SETA _Expenditure 2 000 000.00 2 000 000.00 2 080 000.00 2 163 200.00 2 249 728.00 

Finance:Financial Services Administration (Dept 0501) Security Services - Cash In 
Transit 

2 841 926.00 1 841 926.00 1 915 603.04 1 992 227.16 2 071 916.25 

Town Planning; Building Regulations and Enforcement; 
and City Engineer:Building Control (Dept 0307) 

Urban design Precinct Plan 1 699 536.00 1 699 536.00 1 767 517.44 1 838 218.14 1 911 746.86 

Human Resources:Development and Transformation 
(Dept 0202) 

Vetting of employees 1 500 000.00 1 500 000.00 1 560 000.00 1 622 400.00 1 687 296.00 

Finance:Credit Control (Dept 0506) Legal Cost - Issue of Summons 1 051 023.00 1 051 023.00 1 093 063.92 1 136 786.48 1 182 257.94 

Community Parks (including Nurseries):Parks (Dept 0408) Grass Cutting Phase II 112 636.00 - - - - 

Administrative and Corporate Support:OHS and IR (Dept 
0206) 

Medical Tests 719 574.00 469 574.00 488 356.96 507 891.24 528 206.89 

Town Planning; Building Regulations and Enforcement; 
and City Engineer:Building Control (Dept 0307) 

SPLUMA Compliance 624 600.00 826 355.00 859 409.20 893 785.57 929 536.99 

Finance:Budget and Treasury Office (Dept 0505) :Training Towards Minimum 
Competencies 

876 856.00 876 856.00 845 176.00 878 983.04 914 142.36 

Finance:Credit Control (Dept 0506) ConnectionDis-connection - 
Electricity 

1 354 553.00 1 354 553.00 808 735.12 1 465 084.52 1 523 687.91 

Waste Water Treatment:Waste Water Treatment (Dept 
0603) 

Professional fees _Waste Water 500 000.00 500 000.00 550 000.00 540 800.00 562 432.00 

Finance:Credit Control (Dept 0506) Legal Cost - Collection 582 764.00 582 764.00 606 074.56 630 317.54 655 530.24 

Finance:Financial Services Administration (Dept 0501) Outsourced 
Services:Administrative and 
Support Staff 

563 164.00 563 164.00 585 690.56 609 118.18 633 482.91 

Solid Waste Disposal (Landfill Sites):Waste Disposal 
Landfill Sites (Dept 0409) 

Financial landfill audit 520 504.00 520 504.00 541 324.16 562 977.13 585 496.21 

Sports Grounds and Stadiums:Sports Grounds and 
Facilities (Dept 0408) 

Sports and Recreation Grant 453 573.00 453 573.00 471 715.92 490 584.56 510 207.94 

Security Services:Security and Compliance (Dept 0410) Professional Staff -Investigations 413 972.00 413 972.00 430 530.88 447 752.12 465 662.20 

Community Halls and Facilities:Facilities Maintenance 
(0602) 

Contracted Services for the Lift 
(OTIS) 

400 000.00 400 000.00 416 000.00 432 640.00 449 945.60 

Cemeteries; Funeral Parlours and 
Crematoriums:Cemeteries (Dept 0407) 

Burial Services 261 226.00 261 226.00 271 675.04 282 542.04 293 843.72 

Community Parks (including Nurseries):Parks (Dept 0408) Alien Vegetation Control 229 541.00 229 541.00 238 722.64 248 271.55 258 202.41 

Governance Function:Internal Audit (Dept 0110) Business and Advisory:Audit 
Committee 

226 632.00 212 632.00 221 137.28 229 982.77 239 182.08 

Solid Waste Disposal (Landfill Sites):Waste Disposal 
Landfill Sites (Dept 0409) 

Landfill Valuation 114 764.00 114 764.00 119 354.56 124 128.74 129 093.89 

Risk Management:Risk Management(0111) Risk Commitee Fees 101 230.00 101 230.00 105 279.20 109 490.37 113 869.98 
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Fleet Management:Fleet Management (Dept 0606) Mechanical Equipment:Lifting 
Equipment Inspection & 
Maintenance  

  
100 000.00 

  

Solid Waste Disposal (Landfill Sites):Waste Disposal 
Landfill Sites (Dept 0409) 

Business and Advisory: Business 
and Financial Management 

94 102.00 94 102.00 97 866.08 101 780.72 105 851.95 

Storm Water Management:Storm Water Management 
(Dept 0608) 

Maintenance of Unspecified 
Assets 

80 157.00 80 157.00 83 363.28 86 697.81 90 165.72 

Street Cleaning:Street Cleaning (Dept 0409) Paper Picking Phase II 72 870.00 - - - - 

Governance Function:Internal Audit (Dept 0110) Disciplinary Commitee Services 160 000.00 70 000.00 72 800.00 75 712.00 78 740.48 

Cultural Matters:Special Projects Unit (Dept 0102) Outsourced 
Services:Professional Staff 

63 497.00 63 497.00 66 036.88 68 678.36 71 425.49 

Governance Function:Internal Audit (Dept 0110) Outsourced 
Services:Professional Staff 

52 046.00 52 046.00 54 127.84 56 292.95 58 544.67 

Town Planning; Building Regulations and Enforcement; 
and City Engineer:GIS (Dept 0308) 

Professional fees_GIS 50 000.00 50 000.00 52 000.00 54 080.00 56 243.20 

Community Parks (including Nurseries):Parks (Dept 0408) Pest Control and Fumigation 28 682.00 28 682.00 29 829.28 31 022.45 32 263.35 

Mayor and Council:Council Administration (Dept 0101) Transport Assets:Vehicles 
Maintenance (Council 
Administration) 

20 137.00 20 137.00 20 942.48 21 780.18 22 651.39 

Risk Management:Risk Management(0111) Risk Professional Fees 15 000.00 15 000.00 15 600.00 16 224.00 16 872.96 

Solid Waste Disposal (Landfill Sites):Waste Disposal 
Landfill Sites (Dept 0409) 

Removal of Hazardous Waste 12 080.00 12 080.00 12 563.20 13 065.73 13 588.36 

Finance:Budget and Treasury Office (Dept 0505) BDGT 2021 675 000.00 675 000.00 - - - 

Finance:Revenue Services; Billing and Cash (Dept 0507) Data Cleansing Project 2 082 000.00 1 882 000.00 1 957 280.00 2 035 571.20 2 116 994.05 

Town Planning; Building Regulations and Enforcement; 
and City Engineer:Building Control (Dept 0307) 

Land and Quantity Surveyors 201 755.00 - - - - 

Corporate Wide Strategic Planning (IDPs; LEDs):IDP and 
PMS (Dept 0303) 

IDP external representative forum 
meeting (Refreshments) 

4.00 4.00 - - - 

Electricity:Energy Operations (Dept 0609) Energy Efficiency and Demand 
Side Management. 
Grant_Expendit 

4 200 000.00 4 200 000.00 - - - 

Core Function:Waste Water Treatment Maintenance of Buildings and 
Facilities 

- - - - - 

Electricity:Energy Operations (Dept 0609) Electrical Assistance Programme 791 160.00 - - - - 

Water Distribution:Water Distribution (Dept 0604) Plumber Assistance Phase II 
(EPWP) 

115 655.00 115 655.00 - - - 

Storm Water Management:Storm Water Management 
(Dept 0608) 

Waste Water Operations (EPWP) 115 655.00 115 655.00 - - - 

Street Cleaning:Street Cleaning (Dept 0409) Paper Picking Phase II (EPWP) 115 655.00 - - - - 

Street Cleaning:Street Cleaning (Dept 0409) Paper Picking Phase II 115 655.00 - - - - 

Housing:Human Settlement (Dept 0305) Promulgation of 
By_Laws_Human settlement 

500 000.00 500 000.00 - 540 800.00 562 432.00 
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Finance:Budget and Treasury Office (Dept 0505) Outsourced 
Services:Professional Staff 

535 527.00 535 527.00 - - - 

Finance:Budget and Treasury Office (Dept 0505) Outsourced 
Services:Professional Staff 

260 246.00 260 246.00 - - - 

    163 978 160.00 188 681 770.00 174 280 174.40 161 894 901.38 168 370 697.43 

 

 

 
 
 

DRAFT REPAIRS AND MAINTENANCE BUDGET FOR 2022/2023 

Function Segment Desc  Final Budget   Adjusted 
Budget  

 FINAL DRAFT 
2023  

 DRAFT 2024   DRAFT 2025  

Electricity:Energy Operations (Dept 0609) DC Systems:DC Systems Maintenance Region 1 
(Energy Operations 

241 470.00 - 15 000 000.00 - - 

Solid Waste Disposal (Landfill Sites):Waste 
Disposal Landfill Sites (Dept 0409) 

Land:Landfill Site Maintenance Contract (landfill) 11 573 996.00 7 686 588.00 8 000 000.00 8 313 813.58 8 646 366.12 

Sewerage:Sewerage (Dept 0608) Pipe Work:Hiring of Septic Tank Trucks (Sewerage) 5 427 884.00 8 927 884.00 9 284 999.36 9 656 399.33 10 042 655.31 

Sewerage:Sewerage (Dept 0608) Mechanical Equipment:Maintanance of Pump Station 
Mechanical Equipment (Sewerage) 

4 848 416.00 7 348 416.00 7 642 352.64 7 948 046.75 8 265 968.62 

Roads:Roads (Dept 0608) Earthworks:Roads Maintenance (Roads) 5 135 504.00 6 135 504.00 6 380 924.16 6 636 161.13 6 901 607.57 

Electricity:Energy Operations (Dept 0609) MV Transformers:MV Networks Transformers Repairs 
(Energy Operations) 

4 286 996.00 6 286 996.00 6 538 475.84 6 800 014.87 7 072 015.47 

Roads:Roads (Dept 0608) Pavements:Roads Patching and Resealing (Roads) 6 146 430.00 5 146 430.00 5 352 287.20 5 566 378.69 5 789 033.84 

Electricity:Energy Operations (Dept 0609) MV Transformers Repairs and Maintenance: Materials 
(Energy Operations) 

5 543 158.00 5 543 158.00 5 764 884.32 5 995 479.69 6 235 298.88 

Community Halls and Facilities:Community 
Services Administration (Dept 0401) 

Transport Assets:Vehicles Maintenance (Community 
Services Administration) 

3 880 116.00 3 880 116.00 4 035 320.64 4 196 733.47 4 364 602.80 

Electricity:Energy Operations (Dept 0609) MV Mini-substations:MV Networks Mini-Substations 
Repairs and Maintenance (Energy 

5 276 653.00 3 276 653.00 3 407 719.12 3 544 027.88 3 685 789.00 

Storm Water Management:Storm Water 
Management (Dept 0608) 

Drainage:Strom Water Drainange Maintenance (Storm 
Water Management) 

3 123 000.00 3 123 000.00 3 247 920.00 3 377 836.80 3 512 950.27 

Roads:Technical Services Administration 
(Dept 0601) 

Transport Assets:Vehicles Maintenance (Technical 
Services Administration) 

3 081 357.00 3 081 357.00 3 204 611.28 3 332 795.73 3 466 107.56 

Community Halls and Facilities:Facilities (Dept 
0403) 

Mechanical Equipment:Maintenance of Halls 
Mechanical Equipment (Community Halls) 

3 754 380.00 2 604 380.00 2 708 555.20 2 816 897.41 2 929 573.30 

Electricity:Energy Operations (Dept 0609) MV Substation Equipment:MV Substation Maintenance 
of Equipment - Region 2 (Energ 

3 100 760.00 2 500 760.00 2 600 790.40 2 704 822.02 2 813 014.90 

Electricity:Energy Operations (Dept 0609) MV Networks Equipment Repairs and Maintenance: 
Materials (Energy Operations) 

3 258 929.00 2 258 929.00 2 349 286.16 2 443 257.61 2 540 987.91 
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Electricity:Energy Operations (Dept 0609) MV Networks Equipment: Materials (Energy 
Operations) 

2 046 896.00 2 046 896.00 2 128 771.84 2 213 922.71 2 302 479.62 

Electricity:Energy Operations (Dept 0609) Public Lighting:Lights - Materials (Energy Operations) 1 018 417.00 1 018 417.00 1 059 153.68 1 101 519.83 1 145 580.62 

Roads:Roads (Dept 0608) Pavements:Roads Speed Humps Maintenance 
(Roads) 

2 000 000.00 500 000.00 520 000.00 540 800.00 562 432.00 

Police Forces; Traffic and Street Parking 
Control:Traffic (Dept 0405) 

Streetnames and Signs 1 003 280.00 1 003 280.00 1 043 411.20 1 085 147.65 1 128 553.55 

Water Distribution:Water Distribution (Dept 
0604) 

Mechanical Equipment:Mechanical Equipment 
Maintenance (Water Distribution) 

1 400 069.00 1 400 069.00 1 456 071.76 1 514 314.63 1 574 887.22 

Waste Water Treatment:Waste Water 
Treatment (Dept 0603) 

Pipe Work:Repairs (Waste Water Treatment) 1 351 787.00 1 351 787.00 1 405 858.48 1 462 092.82 1 520 576.53 

Electricity:Energy Operations (Dept 0609) MV Substation Equipment:MV Substations 
Maintenance of Equipment - Materials (Ene 

1 210 837.00 1 210 837.00 1 259 270.48 1 309 641.30 1 362 026.95 

Water Distribution:Water Distribution (Dept 
0604) 

Pipe Work:PVR Stations Maintenance (Water 
Distribution) 

1 154 380.00 1 154 380.00 1 200 555.20 1 248 577.41 1 298 520.50 

Electricity:Energy Operations (Dept 0609) MV Conductors:MV Networks Conductors Materials 
(Energy Operations) 

1 051 414.00 1 051 414.00 1 093 470.56 1 137 209.38 1 182 697.76 

Sewerage:Sewerage (Dept 0608) Pipe Work:Repairs of Demaged Newtwork System 
(Sewerage) 

1 003 724.00 1 003 724.00 1 043 872.96 1 085 627.88 1 129 052.99 

Solid Waste Disposal (Landfill Sites):Waste 
Disposal Landfill Sites (Dept 0409) 

Transfer stations and Landfill Sites 1 000 000.00 1 000 000.00 1 040 000.00 1 081 600.00 1 124 864.00 

Water Distribution:Water Distribution (Dept 
0604) 

Land:Water Treatment Plant Maintenance Hiring of 
Plant (Water Distribution) 

930 322.00 930 322.00 967 534.88 1 006 236.28 1 046 485.73 

Community Halls and Facilities:Facilities 
Maintenance (0602) 

Electrical Equipment:Maintenance of Electrical 
Equipment at the Offices (Facilit 

916 396.00 916 396.00 953 051.84 991 173.91 1 030 820.87 

Water Distribution:Water Distribution (Dept 
0604) 

Mechanical Equipment:Mechanical Equipment 
Maintenance Reservouirs (Water Distri 

642 688.00 642 688.00 668 395.52 695 131.34 722 936.59 

Fire Fighting and Protection:Fire Fighting 
(Dept 0404) 

Mechanical Equipment:Maintenance of Fire 
Extiguishers (Fire) 

600 762.00 600 762.00 624 792.48 649 784.18 675 775.55 

Sewerage:Sewerage (Dept 0608) Pipe Work:Pipe Work Materials (Sewerage) 587 745.00 587 745.00 611 254.80 635 704.99 661 133.19 

Water Distribution:Water Distribution (Dept 
0604) 

Buildings:Water Treatment Plant Building Maintenance 
(Water Distribution) 

1 043 022.00 443 022.00 460 742.88 479 172.60 498 339.50 

Sewerage:Sewerage (Dept 0608) Civil Structures:Maintenance of Civil Sewerage 
Equipment (Sewerage) 

328 590.00 428 590.00 445 733.60 463 562.94 482 105.46 

Electricity:Energy Operations (Dept 0609) MV Networks Mini-Substations Repairs and 
Maintenance: Materials (Energy Operatio 

1 006 890.00 406 890.00 423 165.60 440 092.22 457 695.91 

Fire Fighting and Protection:Fire Fighting 
(Dept 0404) 

Machinery and Equipment:Maintenance of Genarators 
(Fire) 

400 000.00 390 000.00 405 600.00 421 824.00 438 696.96 

Water Distribution:Water Distribution (Dept 
0604) 

Communal Standpipes:Communla Standpoint 
Maintenance (Water Distribution) 

368 235.00 368 235.00 382 964.40 398 282.98 414 214.30 

Sewerage:Sewerage (Dept 0608) Municipal Service Connection:Repairing of Service 
Points (Sewerage) 

296 206.00 296 206.00 308 054.24 320 376.41 333 191.47 

Administrative and Corporate 
Support:Administrative Services (Dept 0203) 

Furniture and Office Equipment:Repairs & 
Maintenance of Office Furniture and Equ 

620 711.00 620 711.00 245 539.44 671 361.02 698 215.46 

Information Technology:ICT (Dept 0205) Computer Equipment:Repairing Computers & 
Computer Equipment (ICT) 

516 453.00 196 453.00 204 311.12 212 483.56 220 982.91 
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Water Distribution:Water Distribution (Dept 
0604) 

Mechanical Equipment:Resouviors Maintenance 
(Water Distribution) 

142 863.00 142 863.00 148 577.52 154 520.62 160 701.45 

Water Distribution:Water Distribution (Dept 
0604) 

Pipe Work:Pump Station System Maintenance (Water 
Distribution) 

120 735.00 120 735.00 125 564.40 130 586.98 135 810.46 

Sewerage:Sewerage (Dept 0608) Buildings:Sewerage Buildings Maintenance 
(Sewerage) 

104 096.00 104 096.00 108 259.84 112 590.23 117 093.84 

Recreational Facilities:Sports; Recreation; 
Arts and Culture(0406) 

Maintanance of Theatre and Museums 100 000.00 100 000.00 104 000.00 108 160.00 112 486.40 

Waste Water Treatment:Waste Water 
Treatment (Dept 0603) 

Mechanical Equipment:Repairs of Waste Water 
Treatment Mechanical Equipment (Wast 

- 50 000.00 52 000.00 54 080.00 56 243.20 

Water Distribution:Water Distribution (Dept 
0604) 

Cleaning of Reservoirs (Water Distribution) 42 664.00 42 664.00 44 370.56 46 145.38 47 991.20 

Administrative and Corporate 
Support:Corporate Services Administration 
(Dept 0201) 

Mechanical Equipment:Lifting Equipment Inspection & 
Maintenance (Corporate) 

60 124.00 60 124.00 - 65 030.12 67 631.32 

Core Function:Water Treatment Contractors:Maintenance of Unspecified Assets - - - - - 

Core Function:Sewerage Hiring of plant/equipment (Vacuum; VIP & Septic truck) - - - - - 

Administrative and Corporate 
Support:Corporate Services Administration 
(Dept 0201) 

Transport Assets:Vehicles Maintenance (Corporate 
Services Administratin) 

13 329.00 11 329.00 - 12 253.45 12 743.58 

Finance:Financial Services Administration 
(Dept 0501) 

Transport Assets:Vehicles Maintenance (Financial 
Administration) 

13 429.00 - - - - 

Development Facilitation:Planning and 
Development Administration (Dept 0301) 

Transport Assets:Vehicles Maintenance (Planning and 
Development Administration) 

24 322.00 - - - - 

Waste Water Treatment:Waste Water 
Treatment (Dept 0603) 

Land:Land Maintance (Waste Water Treatment) 1.00 1.00 - - - 

Electricity:Energy Operations (Dept 0609) Highmast Ligths_Maintanance 1 414 729.00 - - - - 

Water Distribution:Water Distribution (Dept 
0604) 

Plumber Assistance Phase II 62 460.00 62 460.00 - - - 

    93 276 625.00 88 063 267.00 106 052 475.60 95 181 671.77 98 988 938.64 
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Capital Expenditure per source 
 
 

Description 
2022/23 2023/24 2022/25 
Budget Budget Budget 

INEP             15,000,000               22,000,000                22,988,000  
MIG             63,374,404               68,849,000                71,954,000  
Insurance refunds                5,000,000                 5,200,000                  5,408,000  
Internal generated funds(revenue)             66,130,000               62,415,200                63,289,408  
Grand Total           149,504,404            158,464,200             163,639,408  

 
 
Capital Expenditure per source 

 
 

MIG
43%

Insurance refunds
3%

INEP
10%

Internal generated 
funds(revenue)

44%

Capital Budget
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INCLUDED IN THE CAPITAL PROJECTS ARE THE FOLLOWING BUDGETED EXPENDITURES FOR 2023 
 

ASSET  PROJECT DESCRIPTION  Department FUNDING  Budget 2023   Budget 2024  Budget  2025  

Furniture and Equipment Community Internal Funding 150 000.00 156 000.00 162 240.00 
Furniture and Equipment Corporate Internal Funding 150 000.00 156 000.00 162 240.00 
Furniture and Equipment Executive and council Internal Funding 150 000.00 156 000.00 162 240.00 
Furniture and Equipment Finance  Internal Funding 150 000.00 156 000.00 162 240.00 

Furniture and Equipment 
Planning and 
Development Internal Funding 150 000.00 156 000.00 162 240.00 

Furniture and Equipment Technical Internal Funding 150 000.00 156 000.00 162 240.00 
Insurance Assets Finance  Insurance Refund 5 000 000.00 5 200 000.00 5 408 000.00 
2 Bakkies Community Internal Funding 1 000 000.00 1 040 000.00 1 081 600.00 
Upgrading of Shelving System Corporate Internal Funding 1 500 000.00 1 560 000.00 - 
Purchase of LAPTOPS and Computers Corporate Internal Funding 2 000 000.00 2 080 000.00 2 163 200.00 
LDV Bakkie Community Internal Funding 400 000.00 416 000.00 432 640.00 
Testing Equipment Technical Internal Funding 4 000 000.00 4 160 000.00 4 326 400.00 
Fencing of Halls  Community Internal Funding 1 700 000.00 1 768 000.00 1 838 720.00 
Refurbishment of Sjongile Ndamase Community Internal Funding 3 000 000.00  - 
Refurbishment of  Pat Njokwane Community Internal Funding - 3 000 000.00 3 120 000.00 

Database Management Software  
Planning and 
Development Internal Funding 300 000.00 312 000.00 324 480.00 

Trailer Technical Internal Funding 300 000.00 312 000.00 324 480.00 
4 bakkies  Technical Internal Funding 750 000.00 780 000.00 811 200.00 
Grader Technical Internal Funding 3 000 000.00 3 120 000.00 3 244 800.00 
Jet patcher Truck Technical Internal Funding 5 000 000.00 5 200 000.00 5 408 000.00 
Road Rehabilitation Technical Internal Funding 5 000 000.00 5 200 000.00 5 408 000.00 
Card Printer Community Internal Funding 40 000.00 41 600.00 43 264.00 
BIO METRIC SYSTEM Community Internal Funding 2 000 000.00 2 080 000.00 2 163 200.00 
Bakkie 4 x 4 Executive and Council Internal Funding 600 000.00 624 000.00 648 960.00 
Public participation truck Executive and Council Internal Funding 2 000 000.00 2 080 000.00 2 163 200.00 
LDV bakkie with canopies and Tow bars *3 Community Internal Funding 1 200 000.00 1 248 000.00 1 297 920.00 
7 seater minibus *3 Community Internal Funding 1 200 000.00 1 248 000.00 1 297 920.00 
Compactor Trucks *2 Community Internal Funding 6 000 000.00 6 240 000.00 6 489 600.00 
2 bakkies double cab Technical Internal Funding 500 000.00 520 000.00 540 800.00 
Installation of concrete structure in pump station  Technical Internal Funding 1 000 000.00 1 040 000.00 1 081 600.00 
Raising of sewer manhole Technical Internal Funding 1 000 000.00 1 040 000.00 1 081 600.00 
Fencing of pump stations and WWTW Technical Internal Funding 2 500 000.00 2 600 000.00 2 704 000.00 
Replacement and installation of gate valve Technical Internal Funding 1 500 000.00 1 560 000.00 1 622 400.00 
4 bakkies double cab Technical Internal Funding 1 000 000.00 1 040 000.00 1 081 600.00 
Fencing of reservors Technical Internal Funding 1 000 000.00 1 040 000.00 1 081 600.00 
installation of buster pumps and pannels at Secunda Ext 22  Technical Internal Funding 2 000 000.00 2 080 000.00 2 163 200.00 
Replacing AC pipe Technical Internal Funding 5 000 000.00 5 200 000.00 5 408 000.00 
Compressor Technical Internal Funding 800 000.00 832 000.00 865 280.00 
 Super Cab Bakkies * 3 Technical Internal Funding 440 000.00 457 600.00 475 904.00 
Reconstruction of Embalenhle Technical Yard and Work Shop Technical Internal Funding 1 500 000.00 1 560 000.00 1 622 400.00 
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Fire Engine Community Internal Funding 6 000 000.00  - 
Construction of Bulk Water and Reticulation at Charl Cilliers PMU MIG     - DORA Allocation 16 000 000   
Installation of Sewer Reticulation, Pump Station and Rising Main in 
Eendracht PMU MIG     - DORA Allocation 

15 000 000 
  

Embalenhle Bulk Water Supply upgrade (phase 1) PMU MIG     - DORA Allocation 21 635 400   
Kinross Bulk Water supply PMU MIG     - DORA Allocation 10 000 000   
NO PROJECTS PLANNED RECEIVED FRO MANAGEMENT  PMU MIG     - DORA Allocation 739 004.00 68 849 000.00 71 954 000.00 
Bethal/Emzinoni substation capacity increase PMU INEP   - DORA Allocation 15 000 000.00 22 000 000.00 22 988 000.00 
      149 504 404.00 158 464 200.00 163 639 408.00 
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4. BUDGET CASH-FLOW STATUS  

 

Funding status   Reference  Amount  

 Total Expenditure    A  
       2 775 139 699.81  

        
 Add back non-cash items       
 Depreciation    B  -             196 589 492  

 Interest    C  -             133 798 181  

 Impairment Loss   D  -             200 273 198  
 Add: Capital Expenditure                   149 504 404  
 Total Cash Expenditure    E= (A+B+C+D)             2 393 983 233  

 Payment rate    F  61% 

 Actual Total  Revenue    G             2 419 355 870  
 Grants(Operational and Capital)    H                490 184 000  
 Total revenue                2 909 539 870  
      
 Actual Cash i.e 61% payment expected   I = (G x F)         1 475 807 081.00  
      
 Actual cash receivables    J = (H + I)             1 965 991 081  
 Cash surplus /(deficit)    K  -             427 992 152  

 

 

Based on the above table the submitted budget’s cash flow status is not favourable and it also means that 
the budget is unfunded.  

Budget 2022 cannot be unfunded budgets, if unfunded the following are minimal requirements must be met: 
 Cash Flow (A7) should have positive cash flows - the cashflow status is negative as a result the 

expenditure needs to be revised before the final budget submission on the 31 May 2022.  
 Develop a plan to turnaround the situation – the municipality already have a plan (Financial Recovery 

Plan) in place to support the unfunded status.  

 

5. CONSULTATION PROCESS 

 
Section 22 of the Municipal Finance Management Act requires that after tabling of the Draft Budget, the 
municipality must make the budget available to the public and conduct community participation. Council to 
advice on how the community will be consulted in the midst of the pandemic. 

The following are the key deadlines to be achieved through this process: 

Detail Date 
Approval of Draft Budget 31 March 2022 

Budget Councillors Workshop 05 April 2022 

Approval of Budget 31 May 2022 
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PROPOSED DATES FOR DRAFT BUDGET CONSULTATION. 

BUDGET CONSULTATIONS SCHEDULE: 
 
 

WARD DATE TIME VENUE 
24 06 April 2022 17H00 RAYMOND MAVUSO HALL 
27 17H00 MZINONI HIGH SCHOOL 

19 &9 17H00 SAKHISIZWE FARM  
29 17H00 SHAPEVE PRIMARY SCHOOL 

17&18 7 April 2022 17H00 GS COLLEGE EVANDER 
2 17H00 RDP HALL 

11 17H00 THOMAS NHLABATHI 
4 17H00 EMBALENHLE PRIMARY SCHOOL  

5, 21, 25 & 30 and 
part of 18 

11 April 2022 17H00 LILIAN NGOYI CENTER SECUNDA 

32 17H00 BASIZENI GROUND 
1 17H00 JEWISH HALL 

16 18H00 KINROSS SASOL CLUB 
6 12 April 2022 17H00 DIFA NKOSI HALL 
3 17H00 CIVIC HALL (LEBOHANG) 

32 17H00 PRETTY BRIGHT CENTRE 
26 17H00 AD NKOSI HIGH SCHOOL 
8 13 April 2022 17H00 VUKUZITHATHE PRIMARY SCHOOL 

12 &14 17H00 EMBALENHLE SOUTH HALL,EXT 18 
9 17H00 AGCI CHURCH 

16 17H00 KINROSS EXT 25 MUNICIPAL OFFICE 
7 14 April 2022 17H00 LIFALETHU PRIMARY SCHOOL 

31 17H00 UKUKHANYA KWEVANGELI CHURCH NEXT 
TO EXT 17 MUNICIPAL OFFICES 

1 17H00 SIDUNGULWAZI PRIMARY SCHOOL 
10 17H00 MAPHALA GULUBE PRIMARY SCHOOL 
13 19 April 2022 17H00 PAULINA MORAPEDI CLINIC 
19 17H00 ZAMAKUHLE PRIMARY SCHOOL 

9,11,20 17H00 OSIZWENI SCHOOL NEXT TO THE MALL 
22 &23 17H00 BASIL READS GROUND EMZINONI 

6 20 April 2022 17H00 KWAMATSHALANA CHURCH 
26 &28 17H00 EXT 12,22 AND 23 GROUNDS BETHAL 

   
9 & 19 17H00 ROODEBANK PRIMARY SCHOOL 

1 24 April 2022 10H00  LEANDRA FARMS MOEDVERLOREN FARM 
15 10H00 BETHAL FARMS KAMKHONTO 
25 10H00 HOLFONTEIN FARM TRICHARD 
10 24 APRIL 2022 10H00 CHARL CILLIERS (MULTI PURPOSE 

CENTRE) 
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6. BUDGET RELATED POLICIES AND OVERVIEW OF TARIFF ADJUSTMENTS 

 
The municipality’s budgeting process is guided and governed by the relevant legislation and related policies. 

The purpose of the budget related policies is to govern and guide the budget process and inform the projections 
of the medium term. 

Listed below with a brief description are the municipalities budget related policies.  The budget and accounting 
policies were reviewed during the year. 

The accounting policy is reviewed on an on-going basis to incorporate changes required by the relevant 
Accounting Standards, apart from the changes to these policies as part of the budget process. 

 Budget related policies are attached for review as follows: 
 
6.1 Virement Policy (Annexure D) 

 
The Virement policy establishes the framework for managers to manage their respective budgets within 
limitations, and also to ensure good budgeting practice and effective financial management.   

 
6.2 Accounting policy (Annexure E) 

 
The accounting policy guides the preparation of the Annual Financial Statements and is reviewed each year 
during the preparation to ensure compliance with Generally Recognized Accounting standards and other 
guiding principles such as International Financial Reporting. 

 
6.3 Supply Chain Management Policy (Annexure F) 

 
The supply chain management policy was adopted and amendments are as result of council resolution.  

 
6.4 Credit control and Debt collection policy (Annexure G) 

 
 

6.5 Investment policy (Annexure H) 
 

The intention of the investment policy is to ensure investments are made in an efficient and effective manner 
which generates the best returns for the municipality while considering preservation and safety of the principal 
and appropriate liquidity. 

6.6 Property Rates policy (Annexure I) 
 

Section 3(1) of the Local Government Property Rates Act, 2004 (Act 6 of 2004) and Section 62 (1) (f) of the 
Municipal Finance Management Act, determines that a municipality must adopt and implement a rates policy 
on the levying. 
 
 
6.7 Tariff policy (Annexure J) 

 

The tariff policy covers levying of tariffs, fees and charges for municipal services.  The tariff policy details 
electricity, water, sewer, refuse removal and miscellaneous tariffs. 
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6.8 Fixed Asset Management Policy (Annexure K) 
 

The asset policy is designed to ensure management of Municipal assets in efficient and effective manner with 
regard to acquisition, utilization, control maintenance and disposal of assets.  The policy guides Directorates 
in their responsibility and duties for control of their assets. 
 
6.9 Short Term Risk and Liabilities Policy (Annexure L) 

6.10 Funding and Reserves Policy (Annexure M) 

6.11 Budget Policy (Annexure N) 

6.12 Borrowing Policy (Annexure O) 

6.13 Blacklisting Policy (Annexure P) 

6.14 Indigent Management Policy (Annexure Q) 

6.15 Travelling and Subsistence Policy (Annexure R) 

6.16 Provision for Doubtful Debt and Debt Write-Off Policy (Annexure S) 

6.17 Unclaimed Deposit Policy (Annexure T) 

6.18 Retention Policy (Annexure U) 

6.19     Cost Containment Policy (Annexure V) 
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7. OVERVIEW OF BUDGET ASSUMPTIONS 

 

The budget assumptions are determined before the budget process, guided by the economic outlook, 
movements in terms of the markets and by the national treasury guidelines. 
The assumptions are devised in such a way that they support the short and long term finances and strategy of 
the municipality. 
 

7.1 Key Financial indicators 
 

The growth parameters set by National treasury are set between 3 and 6 percent which are also target range 
for the inflation rate.  All steps have been taken to be in line with these National Treasury guidelines however 
the following factors affect the municipal operations and the budget accordingly: 

 Anticipated high fuel prices 
 Higher salaries 
 Increase by Eskom and Rand water 
 Job creation and protecting the poor 

 

The 2022/2023 budget has been guided by the following inflation forecast: 

Fiscal Year 2021 
Actual 

2022 
Estimate 

2023 
Forecast 

2024 
Forecast 

2025 
Forecast 

Real GDP Growth 1.8% 2.1% 1.8% 1.8% 1.8% 
CPI Inflation  2.9% 4.5% 4.8% 4.4% 4.5%` 

 
 

7.2 Credit Rating 
 

The municipality has not had a credit rating and with National Treasury support, the municipality will have 
to undertake it. 

7.3 Borrowing and Investment of funds 
 

The MFMA permits the borrowing for long term if it is for the acquisition of capital goods such plant and 
equipment and infrastructure.  The municipality will consider the unsecured loan in the medium term, as 
this is backed up by the acknowledgement from the lender, that the municipality is showing sound financial 
management and an ability to meet short term obligations.  

The investments amount to R249 million. 

7.4 Rates, tariffs, charges and timing of revenue collection 
 

Accounts for rates, refuse, electricity, water and sanitation are issued on a monthly basis and are due and 
payable before the 7th of the month.  Recovery procedures for non-payment may be commenced within 7 
days of payment default.  The electricity supply is cut and water supply is restricted when a client defaults.  
The municipality is committed in ensuring that collection levels are improved and that credit control will be 
enforced on those who can afford and not honouring their municipal accounts. 
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7.5 Collection rates for each revenue source 
 

The collection rate for all the services is expected to be 58% average throughout; this is due to credit 
control actions that are taken against the defaulters. Where ESKOM is a service delivery agent, consumers 
who are not paying will be restricted water. 

 

7.6 Price movements on specifics 
 

The cost of bulk purchases amounts to R639 million for both electricity and water. The projections are 
informed by the increases from the Rand water and Eskom. Eskom has advised there will be an increase 
across the board of 7.18% on the bulk purchases of electricity.  

The increase on both electricity and water tariff has been pegged at 7.18% and 8.8% respectively per 
NERSA and Rand Water. 

7.7 Average salary increases 
Circular issued by National Treasury was taken into account in budgeting for employee related costs it 
recommends an increase of average CPI + 1%  
 

 
7.8 Changing Demand characteristics 

 
The demand for services is increasing yearly as the municipality is expected to deliver services to the 
indigent and pressure to reduce poverty. 

 
7.9 Ability to the municipality to spend and deliver on programs 

 
The 2022/2023 operating budget will be spent in line with the cost curtailment policy and all expenditures 
will be in line with the service delivery projects and deliverables. The challenges are still there in terms of 
maintaining the infrastructure and managing the breakaways of vehicles especially revenue generating. 
 

  

Page 28 of 328



28 | P a g e  
 

 

8. ALIGNMENT OF BUDGET TO THE INTEGRATED DEVELOPMENT PLAN 

 

8.1 IDP Review and stakeholder participation 
 

The IDP has been prepared for the medium term to 2022/23. In the current financial year the IDP has 
/undergone the review as required by the Municipal Systems Act and MFMA.  Community needs and 
inputs were sought and the stake holders were consulted. 

The IDP takes cognizance of the National, provincial and district priorities. The key focus and IDP priorities 
are: 

 To provide , improve and sustain infrastructure 
 To promote socio economic development in rural and urban areas 
 To enable and speed up institutional transformation 
 To strengthen democracy and good governance 
 To improve and sustain financial management 
 

8.2 IDP link to the budget 
 

In compliance with Systems Act of 2000 and the Municipal Finance Management Act the budget is 
informed and aligned to the IDP priorities. 

The budget will be fully aligned to the IDP. 
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9. BUDGET RECOMMENDATIONS 
 

1. That the report on the Draft Medium Term Revenue and Expenditure Framework for 2022/2023 and two 
outer years BE ACKNOWLEDGED. 
 

2. That the budget comprising of operating Income budget of R 2 828 607 870   operating expenditure budget 
of R 2 775 139 700   and capital budget of R 149 504 404.00   as set out in the to be CONSIDERED for 
the adoption to ensure compliance with section 16 (2) of the Municipal Finance Management Act (No 56 
of 2003) 

 
3. The municipality budgeted operating revenue and operating expenditure resulted in budgeted surplus 

amounting to R53,468,171 
 

4. That the budget related policies of Council mentioned in the report BE REVIEWED. 
 

5. The Council TAKE NOTE that the municipality budgeted expenditure versus budgeted collectible revenue 
has been assessed and it has NEGATIVE  CASHFLOW amounting to R  427 992 152  

 
6. That the Cost Containment Policy, Financial Recovery Plan and Budget finding plan be 

implemented drastically to increase the revenue. 
 

7. That the budget workshop BE HELD for all Councillors and senior staff from various departments TO 
DISCUSS the tabled budget in details prior budget consultations in APRIL.  

 
8. That Office of the Speaker TO CO-ORDINATE budget consultation with communities after the approval of 

the tabled budget. 
 

9. That budget consultation processes be conducted as follows:  
 

BUDGET CONSULTATIONS SCHEDULE: 
 
 

WARD DATE TIME VENUE 
24 06 April 2022 17H00 RAYMOND MAVUSO HALL 
27 17H00 MZINONI HIGH SCHOOL 

19 &9 17H00 SAKHISIZWE FARM  
29 17H00 SHAPEVE PRIMARY SCHOOL 

17&18 7 April 2022 17H00 GS COLLEGE EVANDER 
2 17H00 RDP HALL 

11 17H00 THOMAS NHLABATHI 
4 17H00 EMBALENHLE PRIMARY SCHOOL  

5, 21, 25 & 30 and part of 
18 

11 April 2022 17H00 LILIAN NGOYI CENTER SECUNDA 

32 17H00 BASIZENI GROUND 
1 17H00 JEWISH HALL 

16 18H00 KINROSS SASOL CLUB 
6 12 April 2022 17H00 DIFA NKOSI HALL 
3 17H00 CIVIC HALL (LEBOHANG) 

32 17H00 PRETTY BRIGHT CENTRE 
26 17H00 AD NKOSI HIGH SCHOOL 
8 13 April 2022 17H00 VUKUZITHATHE PRIMARY SCHOOL 

12 &14 17H00 EMBALENHLE SOUTH HALL,EXT 18 
9 17H00 AGCI CHURCH 

16 17H00 KINROSS EXT 25 MUNICIPAL OFFICE 
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7 14 April 2022 17H00 LIFALETHU PRIMARY SCHOOL 
31 17H00 UKUKHANYA KWEVANGELI CHURCH 

NEXT TO EXT 17 MUNICIPAL OFFICES 
1 17H00 SIDUNGULWAZI PRIMARY SCHOOL 

10 17H00 MAPHALA GULUBE PRIMARY SCHOOL 
13 19 April 2022 17H00 PAULINA MORAPEDI CLINIC 
19 17H00 ZAMAKUHLE PRIMARY SCHOOL 

9,11,20 17H00 OSIZWENI SCHOOL NEXT TO THE MALL 
22 &23 17H00 BASIL READS GROUND EMZINONI 

6 20 April 2022 17H00 KWAMATSHALANA CHURCH 
26 &28 17H00 EXT 12,22 AND 23 GROUNDS BETHAL 

   
9 & 19 17H00 ROODEBANK PRIMARY SCHOOL 

1 24 April 2022 10H00  LEANDRA FARMS MOEDVERLOREN 
FARM 

15 10H00 BETHAL FARMS KAMKHONTO 
25 10H00 HOLFONTEIN FARM TRICHARD 
10 24 APRIL 2022 10H00 CHARL CILLIERS (MULTI PURPOSE 

CENTRE) 
 

 
 

 
 
 

10. That proposed tariff increases BE ADOPTED as follows: 
 

 7.1 ASSESSMENT RATES 

   All property taxes as per the 2022/2023 tariff book increased by 4.8%. 
 

 

 7.2 SEWERAGE 
 

   All sewerage charges as per the 2022/2023 tariff book increased by 8.8%. 
 

 
7.3 REFUSE 
 
   All refuse charges as per the 2022/2023 tariff book increased by 4.8%. 
 
 
7.4 WATER 
 
   All basic water charges as per the 2022/2023 tariff book increased by 8.8% 
 
 
 
7.5 ELECTRICITY 

All basic electricity charges Increase with 7.18 % in line with NERSA  
 

7.6 DEPOSITS 
 

Increase with 4.8% 
 

 

 7.7 MISCELLANEOUS TARIFFS 
 

- As per the 2020/21 tariff book increased by 4.8%. 
- These are tariffs that are used on a needs basis. 
- All tariffs exclude VAT except in the case of assessment rates that are zero-rate. 
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7.8 INTEREST / CAPITALIZED ARREARS 
 

- No interest will be levied on those arrears for which the consumer made formal 
arrangements.  

- Interest will only be levied on those arrears for which no formal arrangement exist and/or 
arrear as a result of not complying with the said arrangements. 

- Interest rates will be levied at market related rates. 
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VIREMENT POLICY 

 

 (Virement: derived from the French term meaning – commerce 
transfer, an authorized transfer of funds from one use to 

another 
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1. Definitions 
 
 “Accounting Officer” means a person appointment in terms of section 82(I) (a) 

or (b) of the Municipal Structures Act. 
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 “Approved Budget” means an annual budget: 
 

(a) approved by a municipal council; or 
 

(b) includes such an annual budget as revised by an adjustments budget in 
terms of section 28 of the Municipal Finance Management Act.  

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

affected by the annual budget of the municipality. 
 

 “Chief Financial Officer” means a person designated in terms of the MFMA 
who performs such budgeting, and other duties as may in terms of section 79 
of the MFMA be delegated by the accounting officer.  
 

 “Capital Budget” This is the estimated amount for capital items in a given 
fiscal period. Capital items are fixed assets such as facilities and equipment, 
the cost of which is normally written off over a number of fiscal periods. 
 

 “Council” means the council of a municipality referred to in section 18 of the 
Municipal Structures Act. 
 

 “Financial year” means a 12-month year ending on 30 June. 
 

 “Line Item” an appropriation that is itemized on a separate line in a budget 
adopted with the idea of greater control over. 
 

 “Operating Budget” The Municipality’s financial plan, which outlines 
proposed expenditures for the coming financial year and estimates the 
revenues used to finance them. 
 

 “Ring Fenced” An exclusive combination of line items grouped for specific 
purposes for instance salaries and wages. 
 

 “Service Delivery and Budget Implementation Plan” means a detailed 
plan approved by the mayor of a municipality in terms of section 53(1) (c) (ii) 
for implementing the municipality’s delivery of municipal services and its 
annual budget. 
 

 “Virement” is the process of transferring an approved budget allocation from 
and/or between votes/line item or capital project to another. 
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 “Vote” means one of the main segments into which a budget of a municipality 
is divided for the appropriation of funds for the different departments or 
functional areas of the municipality, and which specifies the total amount that 
is appropriating for the purposes of the department or functional area 
concerned. 

 
2. Objective 

The objective of the budget policy is to set out as follows:  
 

 To give Head of Departments greater flexibility in managing their budgets  
 

 To provide clear guidance how shifting of funds may take place between 
items, projects, programmes and votes.  
 

 To ensure that proposed virements must at all times facilitate sound risk and 
financial management. 
 

3. Virement Clarification 
 
Virement is the process of transferring budgeted funds from one line item 
number to another, with the approval of the relevant Manager and CFO, to 
enable budget managers to amend budgets in the light of experience or to reflect 
anticipated changes. (Section 28(2) (c) of the MFMA) 
 

4. Financial Responsibility 
 

4.1 Strict budgetary control must be maintained throughout the financial year in order 
that potential overspends and / or income under-recovery within individual vote 
departments is identified at the earliest possible opportunity. (Section100 of 
MFMA) 
 

4.2 The Chief Financial Officer has a statutory duty to ensure that adequate policies 
and procedures are in place to ensure an effective system of financial control. 
The budget Virement process is one of these controls. (Section 27(4) of MFMA) 

 
4.3 It is the responsibility of each Head of Department to which funds are allocated, 

to plan and conduct assigned operations so as not to expend more funds than 
budgeted. In addition, they have the responsibility to identify and report any 
irregular or fruitless and wasteful expenditure in terms of the MFMA section 78 
and 102 stated as follows: 
 
“78. Senior Manager and other officials of the Municipality.- 
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(1) Each senior manager of a municipality and each official of a municipality 

exercising financial management responsibilities must take all reasonable 
steps within their respective areas of responsibility to ensure -  

 
(a) that the system of financial management and internal control established 

for the municipality is carried out diligently; 
 

(b) that the financial and other recourses of the municipality are utilized 
effectively, efficiently, economically and transparently; 

 
(c) that any unauthorized, irregular of fruitless and wasteful expenditure and 

any other losses are prevented; 
 
(d) that all revenue due to the municipality is collected; 
 
(e) that the assets and liabilities of the municipality are managed effectively 

and that assets are safeguarded and maintained to the extent necessary; 
 
(f) that all information required by the accounting officer for compliance with 

the provisions of this Act is timeously submitted to the accounting officer; 
and 

 
(g) that the provisions of this Act, to the extent applicable to that senior 

manager or official, including any delegations in terms of section 79, are 
complied with. 

102. Irregular or fruitless and wasteful expenditure.- 

(1) On discovery of any irregular expenditure or any fruitless and wasteful 
expenditure, the board of directors of a municipal entity must promptly report, 
in writing, to the mayor and municipal manager of the entity’s parent 
municipality and the Auditor-General - 

(a) particulars of the expenditure; and 
(b) any steps that have been taken-  

i. to recover the expenditure; and 
ii. to prevent a recurrence of the expenditure.” 

 

 
5. Virement Restrictions 
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a. No funds can be transferred between votes and can only be done through an 

adjustment budget. 
 

b. Virements for operating budget may not exceed a maximum of R 1 million per 
case. Anything above that amount must be referred to the Accounting Officer 
for approval under his/her limitation of R 2 million per case.  
 

c. Virements for capital budget funded internally  may not exceed R1.5 million 
per case Anything above that amount must be referred to the Accounting 
Officer for approval under his/her limitation of R 3 million. Anything above that 
amount R 3 million must be referred to Council for approval. 
 

d. Any virements for capital project budget funded through grants (i.e Municipal 
Infrastructure Grant, Integrated National Electricity Programme Grant, Water 
Service Infrastructure Grants and any other conditional grant) must all of them 
be referred to Council for approval.  

 
e. A virement may not create new policy, significantly vary current policy, or alter 

the approved outcomes / outputs as approved in the IDP for the current or 
subsequent years. (Section 19 and 21 of MFMA) 

 
f. Virements resulting in adjustments to the approved SDBIP need to be 

submitted with an adjustment budget to the Council with altered outputs and 
measurements for approval. (MFMA Circular 13 page 3 paragraph 3) 

 
g. No Virement may commit the Municipality to increase recurrent expenditure, 

which commits the Council’s resources in the following financial year, without 
the prior approval of the Mayoral Committee. 

 
 This refers to expenditures such as entering into lease or rental 

agreements e.g. vehicles, photo copiers or fax machines. 
 

h. No Virement may be made where it would result in over expenditure. (Section 
32 of MFMA – unauthorized, irregular or fruitless and wasteful expenditure.) 

 
i. No Virement shall add to the establishment of the Municipality without the 

approval of the Municipal Manager. 
 

j. If the Virement relates to an increase in the work force establishment, then the 
Council’s existing recruitment policies and procedures will apply. 

Page 38 of 328



 

Page 7 of 9 

Initial:  ________ 

 

 
k. Virements may not be made in respect of ring-fenced allocations. 

 
l. Budget may not be transferred from Support service (interdepartmental) 

costs, Capital financing, Depreciation, Contributions, Grant Expenditure and 
Income Foregone. 

 
m. Budget may only be transferred from Salaries if approved by the CFO. 

 
n. Virements in the Capital budget allocations are only permitted within specified 

action plans and not across funding sources and must in addition have 
comparable asset lifespan classifications. 
 

o. Virements of conditional grant funds, which fall outside what is specified in the 
relevant conditional grant framework, are not permissible. 
 

p. Virements should not result in adding new projects to the capital budget. 
 

q. Virements on the capital budget must remain within: 
 
 the same main vote; 
 the same programme name; and 
 the same funding source 
 

r. Virements on capital projects are only allowed if sufficient proof can be 
provided that a saving realized on the completion of the project, from which 
funds are to be moved. 
 

s. No virements are permitted in the first three months of the financial year. 
 

t. No Virement proposal shall affect amounts to be paid to another Department 
without the agreement of the Manager of the Department, as recorded on the 
signed Virement form. (Section 30 of MFMA). 
 

u. An approved Virement does not give expenditure authority and all expenditure 
resulting from approved virements must still be subject to the procurement / 
supply chain management policy of Council as periodically reviewed. 
 

v. Virements may not be made between Expenditure and Income, and may not 
increase the total approved budget 
 

w. Virements may not be done on Entertainment allowance and Traveling & 
Subsistence votes unless the approval has been granted by the Accounting 
officer in writing. 
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6. Virement Procedure 

 
a. All virement proposals must be completed on the appropriate documentation 

and forwarded to the Budget office for verification. 
 

b. All virements must be signed by the Vote holder (per department) and the 
Head of Department within which the vote is allocated. (Section 79 of MFMA) 
 

c. A virement form must be completed for all Budget Transfers. 
 

d. All Virements requires the approval of the Chief Financial Officer and where 
appropriate Municipal Manager in terms of Item 5b and 5c above. (Section 79 
of MFMA) 
 

e. All documentation must be in order and approved before any expenditure can 
be committed or incurred. (Section 79 of MFMA) 

 
7. UNFORESEEN AND UNAVOIDABLE EXPENDITURE 

 
a. In the case of an emergency or any other exceptional circumstances, 

virements shall be submitted by the Accounting Officer to the Executive Mayor 
to authorize any possible unforeseeable and unavoidable expenditure for 
which no provision was made in an approved budget only if the delay that will 
be caused pending approval of an adjustment budget may: 
 
 result in significant financial loss for the municipality; 

 
 cause a disruption, a suspension or a serious threat to the continuation of 

a basic municipal service; 
 

 lead to loss of life or serious injury or significant change to property; or 
 
 obstruct the municipality from instituting or defending legal proceedings on 

an urgent basis. 
 

b. The Executive Mayor must report on such expenditure to the Council at its 
next meeting and pass an adjustment budget within sixty (60) days after the 
expenditure was incurred. 
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8. Supplementary 

This policy replaces any other policies or Council resolutions as far as they may 
refer to virements (transfer of funds) as defined in this policy. 

Once approved, the virement policy should form part of the Municipal Manager’s 
formal delegations and Financial Regulations of the Municipality. 

Transfers or adjustments falling outside the ambit of this policy must be submitted 
to the budget adjustment process in terms of Section 19 of the MFMA. 

 

___________________    _________________ 
Mrs E.K. Tshabalala     Date 
Acting Municipal Manager      
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1. BASIS OF PRESENTATION 
 
The Annual Financial Statements have been prepared on an accrual basis of accounting 
and are in accordance with the historical cost convention, except where indicated 
otherwise. 
 
The Annual Financial Statements have been prepared in accordance with the 
Accounting Standards as prescribed by the Minister of Finance in terms of Government 
Gazette number 31021, Notice Number 516, dated 9 May 2008, and also in terms of the 
standards and principles contained in Directives 3 and 5 issued by the ASB in March 
2009. 
 
The Accounting Framework of the municipality, based on the preceding paragraphs, is 
therefore as follows: 
 
GRAP 1 Presentation of Financial Statements 
GRAP 2 Cash Flow Statements 
GRAP 3 Accounting Policies, Changing in Accounting Estimates  and Errors 
GRAP 4 The Effects of Changes in Foreign Exchange Rates 
GRAP 5 Borrowing costs 
GRAP 6 Consolidated and Separate Financial Statements 
GRAP 7 Investments in Associates 
GRAP 8 Interests in Joint Ventures 
GRAP 9 Revenue from Exchange Transactions 
GRAP 10 Financial Reporting in Hyperinflationary Economies 
GRAP 11 Construction Contracts 
GRAP 12 Inventories 
GRAP 13 Leases 
GRAP 14 Events after the Reporting Date 
GRAP 16 Investment Property 
GRAP 17 Property, Plant and Equipment 
GRAP 19 Provisions, Contingent Liabilities and Contingent Assets 
GRAP 20 Related Party Disclosures 
GRAP 21 Impairment of Non Exchange Transactions 
GRAP 23 Revenue from Non Exchange Transactions 
GRAP 24 Presentation of the Budget Information in Financial Statement 
GRAP 25 Employee benefits 
GRAP 26 Impairment of Cash Generating Assets 
GRAP 31 Intangible assets 
GRAP 100 Discontinued Operations 
GRAP 102 Heritage Assets 
GRAP 104 Financial Instruments 
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1. Presentation of Annual Financial Statements 

 
The annual financial statements have been prepared in accordance with the Standards 
of Generally Recognised Accounting Practice (GRAP), issued by the Accounting 
Standards Board in accordance with Section 122(3) of the Municipal Finance 
Management Act (Act 56 of 2003). 
 
These annual financial statements have been prepared on an accrual basis of 
accounting and are in accordance with historical cost convention as the basis of 
measurement, unless specified otherwise. They are presented in South African Rand. 
 
A summary of the significant accounting policies applied in the preparation of these 
annual financial statements, are disclosed below. 
 
These accounting policies are consistent with the previous period. 
 
1.1  Presentation currency 

 
These annual financial statements are presented in South African Rand, which is the 
functional currency of the municipality. 
 
1.2 Significant judgements and sources of estimation uncertainty 

 
In preparing the annual financial statements, management is required to make estimates 
and assumptions that affect the amounts represented in the annual financial statements 
and related disclosures. Use of available information and the application of judgement is 
inherent in the formation of estimates. Actual results in the future could differ from these 
estimates which may be material to the annual financial statements. Significant 
judgements include: 
 
Trade and other receivables 
 
The municipality assesses its trade receivables for impairment at the end of each 
reporting period. In determining whether an impairment loss should be recorded in 
surplus or deficit, the surplus makes judgements as to whether there is observable data 
indicating a measurable decrease in the estimated future cash flows from a financial 
asset. 
 
The impairment for trade receivables is calculated on risk basis taking into account the 
number cut-offs, handed over status, indigent and payment ratio of each consumer 
debtor. The amount of loss is measured as the difference between the consumer debtor 
carrying amount and the estimated future cash flows. 
 
Allowance for slow moving, damaged and obsolete stock 
 
An allowance for inventory to write stock down to the lower of cost or net realisable 
value. Management have made estimates of service potential expected to be realized 
from distribution or use. 
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Fair value estimation 
 
The fair value of financial liabilities for disclosure purposes is estimated by discounting 
the future contractual cash flows at the current market interest rate that is available to 
the municipality for similar financial instruments. 
 
Impairment testing 
 
The municipality reviews and tests the carrying value of assets when events or changes 
in circumstances suggest that the carrying amount may not be recoverable. In making 
the above mentioned estimates and judgement, management considers the subsequent 
measurement criteria and indicators of potential impairment losses as set out in GRAP 
17 (Property, Plant and Equipment), GRAP 12 (Inventory), GRAP 31 (Intangible Assets), 
GRAP 26 (Impairment of cash generating assets) and GRAP 21 (Impairment of Non 
Cash Generating Assets). In particular, the calculation of the recoverable service amount 
for property, plant and equipment and intangible assets and the net realisable value for 
inventories involves significant judgement by management. 
 
Provisions 
 
Provisions were raised and management determined an estimate based on the 
information available. 
 
1.3 Significant judgements and sources of estimation uncertainty 

 
Useful lives of property, plant and equipment 
 
The municipality's management determines the estimated useful lives and related 
depreciation charges for the waste water and water networks. This estimate is based on 
industry norm. Management will increase the depreciation charge where useful lives 
are less than previously estimated useful lives. 
 
Post retirement benefits 
 
The present value of the post retirement obligation depends on a number of factors that 
are determined on an actuarial basis using a number of assumptions. The assumptions 
used in determining the net cost (income) include the discount rate. Any changes in 
these assumptions will impact on the carrying amount of post retirement obligations. 
 
The municipality determines the appropriate discount rate at the end of each year. This 
is the interest rate that should be used to determine the present value of estimated 
future cash outflows expected to be required to settle the pension obligations. The most 
appropriate discount rate that reflects the time value of money is with reference to 
market yields at the reporting date on government bonds. Where there is no deep 
market in government bonds with a sufficiently long maturity to match the estimated 
maturity of all the benefit payments, the municipality uses current market rates of the 
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appropriate term to discount shorter term payments, and estimates the discount rate for 
longer maturities by extrapolating current market rates along the yield curve. 
 
Other key assumptions for pension obligations are based on current market conditions.  
 
Effective interest rate 
 
The municipality used the government bond rate to discount future cash flows. 
 
Allowance for debt impairment 
 
On receivables an impairment loss is recognised in surplus and deficit when there is 
objective evidence that it is impaired. The impairment is measured as the difference 
between the receivables carrying amount and the present value of estimated future 
cash flows discounted at the effective interest rate, computed at initial recognition. 
 
1.4 Investment property 

 
Investment property (land or a building - or part of a building - or both) is property held to 
earn rentals or for capital appreciation or both, rather than for: 

 use in the production or supply of goods or services or for 
 administrative purposes, or 
 sale in the ordinary course of operations. 

 
Investment property is recognised as an asset when, it is probable that the future 
economic benefits or service potential that are associated with the investment property 
will flow to the municipality, and the cost or fair value of the investment property can be 
measured reliably. 
 
Investment property is initially recognised at cost. Transaction costs are included in the 
initial measurement. 
 
Where investment property is acquired through a non-exchange transaction, its cost is 
the fair value as at the date of acquisition. 
 
Costs include costs incurred initially and costs incurred subsequently to add to, or to 
replace a part of, or service a property. If a replacement part is recognised in the 
carrying amount of the investment property, the carrying amount of the replaced part is 
derecognised. 
 
Fair value 
 
Subsequent measurement and disclosure will be on fair value as determined by the 
valuer during the compilation of the valuation roll this process is.aligned with the 
compilation of the valuation roll cycle and on an annual basis the register will be updated 
with the amendments as per the supplementary valuation roll where applicable.   
. 
A gain or loss arising from a change in fair value is included in net surplus or deficit for 
the period in which it arises. 
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Investment property is derecognised on disposal or when the investment property is 
permanently withdrawn from use and no future economic benefits or service potential 
are expected from its disposal. 
 
The gain or loss arising from the derecognition of investment property is determined as 
the difference between the net disposal proceeds, if any, and the carrying amount of the 
investment property. Such difference is recognised in surplus or deficit when the 
investment property is derecognised. 
 
Compensation from third parties for investment property that was impaired, lost or given 
up is recognised in surplus or deficit when the compensation becomes receivable. 
 

1.5 Property, plant and equipment 
 

Property, plant and equipment are tangible non-current assets that are held for use in 
the production or supply of goods or services, rental to others, or for administrative 
purposes, and are expected to be used during more than one period. 
 
The cost of an item of property, plant and equipment is recognised as an asset when: 

 it is probable that future economic benefits or service potential associated with 
the item will flow to the municipality; and 

 the cost of the item can be measured reliably. 
 

Property, plant and equipment is initially measured at cost at acquisition date or in the 
case of donated assets or assets acquired by grant, the deemed cost being the fair 
value of the asset on initial recognition. 
 
The cost of an item of property, plant and equipment is the purchase price and other 
costs attributable to bring the asset to the location and condition necessary for it to be 
capable of operating in the manner intended by management. Trade discounts and 
rebates are deducted in arriving at the cost. The cost also includes the necessary costs 
of dismantling and removing the asset and restoring the site in which it is located. 
 
Where an asset is acquired through a non-exchange transaction, its cost is the fair value 
as at date of acquisition. 
 
Where an item of property, plant and equipment is acquired in exchange for a non-
monetary asset or monetary assets, or a combination of monetary and non-monetary 
assets, the asset acquired is initially measured at fair value (the cost). If the acquired 
item's fair value was not determinable, it's deemed cost is the carrying amount of the 
asset(s) given up. 
When significant components of an item of property, plant and equipment have different 
useful lives, they are accounted for as separate items (major components) of property, 
plant and equipment. 
 
Costs include costs incurred initially to acquire or construct an item of property, plant and 
equipment and costs incurred subsequently to add to, replace part of, or service it. If a 
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replacement cost is recognised in the carrying amount of an item of property, plant and 
equipment, the carrying amount of the replaced part is derecognised. 
 
The initial estimate of the costs of dismantling and removing the item and restoring the 
site on which it is located is also included in the cost of property, plant and equipment, 
where the entity is obligated to incur such expenditure, and where the obligation arises 
as a result of acquiring the asset or using it for purposes other than the production of 
inventories. 
 
Recognition of costs in the carrying amount of an item of property, plant and equipment 
ceases when the item is in the location and condition necessary for it to be capable of 
operating in the manner intended by management. 
 
Major spare parts and stand by equipment which are expected to be used for more than 
one period are included in property, plant and equipment. In addition, spare parts and 
stand by equipment which can only be used in connection with an item of property, plant 
and equipment are accounted for as property, plant and equipment. 

 
Major inspection costs which are a condition of continuing use of an item of property, 
plant and equipment and which meet the recognition criteria above are included as a 
replacement in the cost of the item of property, plant and equipment. Any remaining 
inspection costs from the previous inspection are derecognised. 
 
Property, plant and equipment is carried at cost less accumulated depreciation and any 
impairment losses. Property, plant and equipment is carried at cost less accumulated 
depreciation and any impairment losses. Subsequent expenditure relating to 
property, plant and equipment is capitalised if it is probable that future economic benefits 
or potential service delivery associated with the subsequent expenditure will flow to the 
municipality and the cost or fair value of the subsequent expenditure can be reliably 
measured. Expenditure incurred is only capitalised when it increases the capacity or 
future economic benefits associated with the asset. Where the municipality replaces 
major parts of an asset, it derecognises the part of the asset being replaced and 
capitalises the new component. 
 
Property, plant and equipment are depreciated on the straight line basis over their 
expected useful lives to their estimated residual value. 
 
The useful lives of items of property, plant and equipment have been assessed as 
follows: 
 
Item      Depreciation method      Average useful 
life 
Land               Straight line     Indifinite 
Buildings     Straight line    30 years 
Landfill site         Straight line     24 years 
Infrastructure     Straight line     10-30 years 
Community     Straight line     15-30 years 
Other property, plant and equipment Straight line     3-15 years 
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The residual value, and the useful life and depreciation method of each asset are 
reviewed at the end of each reporting date. If the expectations differ from previous 
estimates, the change is accounted for as a change in accounting estimate. 
 
Reviewing the useful life of an asset on an annual basis does not require the entity to 
amend the previous estimate unless expectations differ from the previous estimate. 
 
Each part of an item of property, plant and equipment with a cost that is significant in 
relation to the total cost of the item is depreciated separately. 
The depreciation charge for each period is recognised in surplus or deficit unless it is 
included in the carrying amount of another asset. 
Items of property, plant and equipment are derecognised when the asset is disposed of 
or when there are no further economic benefits or service potential expected from the 
use of the asset. 
 
The gain or loss arising from the derecognition of an item of property, plant and 
equipment is included in surplus or deficit when the item is derecognised. The gain or 
loss arising from the  derecognition of an item of property, plant and equipment is 
determined as the difference between the net disposal proceeds, if any, and the carrying 
amount of the item. 
 
Assets which the municipality holds for rentals to others and subsequently routinely sell 
as part of the ordinary course of activities, are transferred to inventories when the rentals 
end and the assets are available-for-sale. Proceeds from sales of these assets are 
recognised as revenue. All cash flows on these assets are included in cash flows from 
operating activities in the cash flow statement. 
 
1.5 Site restoration and dismantling cost 
 
The municipality has an obligation to dismantle, remove and restore items of property, 
plant and equipment. Such obligations are referred to as ‘decommissioning, restoration 
and similar liabilities’. The cost of an item of property, plant and equipment includes the 
initial estimate of the costs of dismantling and removing the item and restoring the site 
on which it is located, the obligation for which a municipality incurs either when the item 
is acquired or as a consequence of having used the item during a particular period for 
purposes other than to produce inventories during that period. 
 
If the related asset is measured using the cost model: 
 

(a) subject to (b), changes in the liability are added to, or deducted from, the cost of 
the related asset in the current period; 

(b) if a decrease in the liability exceeds the carrying amount of the asset, the excess 
is recognised immediately in surplus or deficit; and 

(c) if the adjustment results in an addition to the cost of an asset, the municipality 
considers whether this is an indication that the new carrying amount of the asset 
may not be fully recoverable. If it is such an indication, the asset is tested for 
impairment by estimating its recoverable amount or recoverable service amount, 
and any impairment loss is recognised in accordance with the accounting policy 
on impairment of cash-generating assets and/or impairment of non-cash-
generating assets. 
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1.6 Intangible assets 

 
An asset is identifiable if it either: 

 is separable, i.e. is capable of being separated or divided from an entity and sold, 
transferred, licensed, rented or exchanged, either individually or together with a 
related contract, identifiable assets or liability, regardless of whether the entity 
intends to do so; or 

 arises from binding arrangements (including rights from contracts), regardless of 
whether those rights are transferable or separable from the municipality or from 
other rights and obligations. 
 

A binding arrangement describes an arrangement that confers similar rights and 
obligations on the parties to it as if it were in the form of a contract. 
  
An intangible asset is recognised when: 

 it is probable that the expected future economic benefits or service potential that 
are attributable to the asset will flow to the municipality; and the cost or fair value 
of the asset can be measured reliably. 

 The municipality assesses the probability of expected future economic benefits or 
service potential using reasonable and supportable assumptions that represent 
management’s best estimate of the set of economic conditions that will exist over 
the useful life of the asset. 

 
Where an intangible asset is acquired through a non-exchange transaction, its initial cost 
at the date of acquisition is measured at its fair value as at that date. 
 
Expenditure on research or on the research phase of a project is recognised as an 
expense when it is incurred. 
 
An intangible asset arising from development (or from the development phase of an 
internal project) is recognised when: 

 it is technically feasible to complete the asset so that it will be available for use or 
sale. 

 there is an intention to complete and use or sell it. 
 there is an ability to use or sell it. 
 it will generate probable future economic benefits or service potential. 
 there are available technical, financial and other resources to complete the 

development and to use or sell the asset. 
 the expenditure attributable to the asset during its development can be measured 

reliably. 
 

Intangible assets are carried at cost less any accumulated amortisation and any 
impairment losses. 
 
An intangible asset is regarded as having an indefinite useful life when, based on all 
relevant factors, there is no foreseeable limit to the period over which the asset is 
expected to generate net cash inflows or service potential. Amortisation is not provided 
for these intangible assets, but they are tested for impairment annually and whenever 
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there is an indication that the asset may be impaired. For all other intangible assets 
amortisation is provided on a straight line basis over their useful life. 
 
The amortisation period and the amortisation method for intangible assets are reviewed 
at each reporting date. 
 
Reassessing the useful life of an intangible asset with a finite useful life after it was 
classified as indefinite is an indicator that the asset may be impaired. As a result the 
asset is tested for impairment and the remaining carrying amount is amortised overits 
useful life. 
 
Internally generated brands, mastheads, publishing titles, customer lists and items 
similar in substance are not recognised as 
intangible assets. 
 
Internally generated goodwill is not recognised as an intangible asset. 
Amortisation is provided to write down the intangible assets, on a straight line basis, to 
their residual values as follows: 
 
Item           Useful life 
Computer software        5 years 
 
Intangible assets are derecognised: 

 on disposal; or 
 when no future economic benefits or service potential are expected from its use 

or disposal. 
 

The gain or loss arising from the derecognition of an intangible asset is determined as 
the difference between the net disposal proceeds, if any, and the carrying amount of the 
intangible assets. Such difference is recognised in surplus or deficit when the intangible 
asset is derecognised. 
 

1.7 Heritage assets 
 

Heritage assets are assets that have a cultural, environmental, historical, natural, 
scientific, technological or artistic significance and are held indefinitely for the benefit of 
present and future generations. 
 
Recognition 
 
The municipality recognises a heritage asset as an asset if it is probable that future 
economic benefits or service potential associated with the asset will flow to the 
municipality, and the cost or fair value of the asset can be measured reliably. 
 
Initial measurement 
 
Heritage assets that qualifies for recognition as an asset shall be measured at cost. 
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Where a heritage asset is acquired through a non-exchange transaction, its cost is 
measured at its fair value as at the date of acquisition. 
 
Subsequent measurement 
 
After recognition as an asset, a class of heritage assets is carried at its cost less any 
accumulated impairment losses. 
 
Impairment 
 
The municipality assess at each reporting date whether there is an indication that it may 
be impaired. If any such indication exists, the municipality estimates the recoverable 
amount or the recoverable service amount of the heritage asset. 
 
Transfers 
 
Transfers from heritage assets are only made when the particular asset no longer meets 
the definition of a heritage asset. 
 
Transfers to heritage assets are only made when the asset meets the definition of a 
heritage asset. 
 
Derecognition 
 
The municipality derecognises heritage asset on disposal, or when no future economic 
benefits or service potential are expected from its use or disposal. 
 
The gain or loss arising from the derecognition of a heritage asset is determined as the 
difference between the net disposal proceeds, if any, and the carrying amount of the 
heritage asset. Such difference is recognised in surplus or deficit when the heritage 
asset is derecognised. 
 

1.8 Financial instruments 
 

A financial instrument is any contract that gives rise to a financial asset of one entity and 
a financial liability or a residual interest of another entity. 
 
The amortised cost of a financial asset or financial liability is the amount at which the 
financial asset or financial liability is measured at initial recognition minus principal 
repayments, plus or minus the cumulative amortisation using the effective interest 
method of any difference between that initial amount and the maturity amount, and 
minus any reduction (directly or through the use of an allowance account) for impairment 
or uncollectibility.  
 
The effective interest method is a method of calculating the amortised cost of a financial 
asset or a financial liability (or group of financial assets or financial liabilities) and of 
allocating the interest income or interest expense over the relevant period. The effective 
interest rate is the rate that exactly discounts estimated future cash payments or receipts 
through the expected life of the financial instrument or, when appropriate, a shorter 
period to the net carrying amount of the financial asset or financial liability. When 
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calculating the effective interest rate, the municipality shall estimate cash flows 
considering all contractual terms of the financial instrument but shall not consider future 
credit losses. The calculation includes all fees and points paid or received between 
parties to the contract that are an integral part of the effective interest rate, transaction 
costs, and all other premiums or discounts. There is a presumption that the cash flows 
and the expected life of a group of similar financial instruments can be estimated reliably. 
However, in those rare cases when it is not possible to reliably estimate the cash flows 
or the expected life of a financial instrument or group of financial instruments, the 
municipality shall use the contractual cash flows over the full contractual term of the 
financial instrument or group of financial instruments. 
 
Fair value is the amount for which an asset could be exchanged, or a liability settled, 
between knowledgeable willing parties in an arm’s length transaction. 
A financial asset is: 

 cash; 
 a residual interest of another municipality; or 
 a contractual right to: 

- receive cash or another financial asset from another municipality; or 
- exchange financial assets or financial liabilities with another entity under 

conditions that are potentially favourable to the municipality. 
 

A financial guarantee contract is a contract that requires the issuer to make specified 
payments to reimburse the holder for a loss it incurs because a specified debtor fails to 
make payment when due in accordance with the original or modified terms of a debt 
instrument. 
 
A financial liability is any liability that is a contractual obligation to: 

 deliver cash or another financial asset to another entity; or 
 exchange financial assets or financial liabilities under conditions that are 

potentially unfavourable to the municipality. 
 

Loans payable are financial liabilities, other than short-term payables on normal credit 
terms. 
 
A financial asset is past due when a counterparty has failed to make a payment when 
contractually due. 
 
Transaction costs are incremental costs that are directly attributable to the acquisition, 
issue or disposal of a financial asset or financial liability. An incremental cost is one that 
would not have been incurred if the municipality had not acquired, issued or disposed of 
the financial instrument. 
 
Financial instruments at amortised cost are non-derivative financial assets or non-
derivative financial liabilities that have fixed or determinable payments, excluding those 
instruments that: 

 are held for trading. 
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Financial instruments at fair value comprise financial assets or financial liabilities that 
are: 

 derivatives; 
 combined instruments that are designated at fair value; 
 instruments held for trading. A financial instrument is held for trading if: 

- it is acquired or incurred principally for the purpose of selling or repurchasing it 
in the near-term; or 

- on initial recognition it is part of a portfolio of identified financial instruments that 
are managed together and for which there is evidence of a recent actual pattern 
of short term profit-taking; 

- non-derivative financial assets or financial liabilities with fixed or determinable 
payments that are designated at fair value at initial recognition; and 

- financial instruments that do not meet the definition of financial instruments at 
amortised cost or financial instruments at cost. 

 
Classification 
 
The municipality has the following types of financial assets (classes and category) as 
reflected on the face of the statement of 
financial position or in the notes thereto: 
` 
Financial assets        Category 
Consumer receivables            Financial asset measured at amortised cost 
Cash and cash equivalents       Financial asset measured at amortised cost 
Long term receivables                     Financial asset measured at amortised cost 
Other receivables from exchange transactions        Financial asset measured at amortised cost 
Other receivables from non-exchange transactions Financial asset measured at amortised cost 
Other financial assets (Listed shares)                      Financial asset measured at fair value 
 
The municipality has the following types of financial liabilities (classes and category) as 
reflected on the face of the statement of financial position or in the notes thereto: 
` 
Financial liabilities                          Category 
Payables from exchange transactions             Financial liability measured at amortised cost 
Other financial liability (Loans)                         Financial liability measured at amortised cost 
Finance lease liability                                       Financial liability measured at amortised cost 
` 
Initial recognition 
 
The municipality recognises a financial asset or a financial liability in its statement of 
financial position when the municipality becomes a party to the contractual provisions of 
the instrument. 
 
The municipality recognises financial assets using trade date accounting. 
 
Initial measurement of financial assets and financial liabilities 
 
The municipality measures a financial asset and financial liability initially at its fair value 
plus transaction costs that are directly attributable to the acquisition or issue of the 
financial asset or financial liability. 
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The municipality measures a financial asset and financial liability initially at its fair value. 
 
Subsequent measurement of financial assets and financial liabilities 
 
The municipality measures all financial assets and financial liabilities after initial 
recognition using the following categories: 

 Financial instruments at fair value. 
 Financial instruments at amortised cost. 
 Financial instruments at cost. 

 
All financial assets measured at amortised cost, or cost, are subject to an impairment 
review. 
 
The amortised cost of a financial asset or financial liability is the amount at which the 
financial asset or financial liability is measured at initial recognition, minus principal 
repayments, plus or minus the cumulative amortisation using the effective interest rate 
method of any difference between that initial amount and the maturity amount, and 
minus any reduction (directly or through the use of an allowance account) for impairment 
or uncollectibility in the case of a financial asset. 
 
Fair value measurement considerations 
 
The best evidence of fair value is quoted prices in an active market. If the market for a 
financial instrument is not active, the municipality establishes fair value by using a 
valuation technique. The objective of using a valuation technique is to establish what the 
transaction price would have been on the measurement date in an arm’s length 
exchange motivated by normal operating considerations. Valuation techniques include 
using recent arm’s length market transactions between knowledgeable, willing parties, if 
available, reference to the current fair value of another instrument that is substantially 
the same, discounted cash flow analysis and option pricing models. If there is a valuation 
technique commonly used by market participants to price the instrument and that 
technique has been demonstrated to provide reliable estimates of prices obtained in 
actual market transactions, the entity uses that technique. The chosen valuation 
technique makes maximum use of market inputs and relies as little as possible on entity-
specific inputs. It incorporates all factors that market participants would consider in 
setting a price and is consistent with accepted economic methodologies for pricing 
financial instruments. Periodically, the municipality calibrates the valuation technique and 
tests it for validity using prices from any observable current market transactions in the 
same instrument (i.e. without modification or repackaging) or based on any available 
observable market data. 
 
Short-term receivables and payables are not discounted where the initial credit period 
granted or received is consistent with terms used in the public sector, either through 
established practices or legislation. 
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Gains and losses 
 
A gain or loss arising from a change in the fair value of a financial asset or financial 
liability measured at fair value is recognised in surplus or deficit. 
 
For financial assets and financial liabilities measured at amortised cost or cost, a gain or 
loss is recognised in surplus or deficit when the financial asset or financial liability is 
derecognised or impaired, or through the amortisation process. 
 
Impairment and uncollectibility of financial assets 
 
The municipality assess at the end of each reporting period whether there is any 
objective evidence that a financial asset or group of financial assets is impaired. 
For amounts due to the municipality, significant financial difficulties of the receivable, 
probability that the receivable will enter bankruptcy and default of payments are all 
considered indicators of impairment. 
Financial assets measured at amortised cost: 
  
If there is objective evidence that an impairment loss on financial assets measured at 
amortised cost has been incurred, the amount of the loss is measured as the difference 
between the asset’s carrying amount and the present value of estimated future cash 
flows (excluding future credit losses that have not been incurred) discounted at the 
financial asset’s original effective interest rate. The carrying amount of the asset is 
reduced through the use of an allowance account. The amount of the loss is recognised 
in surplus or deficit. 
 
 If, in a subsequent period, the amount of the impairment loss decreases and the 
decrease can be related objectively to an event occurring after the impairment was 
recognised, the previously recognised impairment loss is reversed directly OR by 
adjusting an allowance account. The reversal does not result in a carrying amount of the 
financial asset that exceeds what the amortised cost would have been had the 
impairment not been recognised at the date the impairment is reversed. The amount of 
the reversal is recognised in surplus or deficit. 
 
Where financial assets are impaired through use of an allowance account, the amount of 
the loss is recognised in surplus or deficit within operating expenses. When such 
financial assets are written off, the write off is made against the relevant allowance 
account. Subsequent recoveries of amounts previously written off are credited against 
operating expenses. 
 
Financial assets measured at cost: 
 
If there is objective evidence that an impairment loss has been incurred on an 
investment in a residual interest that is not measured at fair value because its fair value 
cannot be measured reliably, the amount of the impairment loss is measured as the 
difference between the carrying amount of the financial asset and the present value of 
estimated future cash flows discounted at the current market rate of return for a similar 
financial asset. Such impairment losses are not reversed. 
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Derecognition 
 
Financial assets 
 
The municipality derecognises a financial asset only when: 

 the contractual rights to the cash flows from the financial asset expire, are settled 
or waived; 

 the municipality transfers to another party substantially all of the risks and 
rewards of ownership of the financial asset; or 

 the municipality, despite having retained some significant risks and rewards of 
ownership of the financial asset, has transferred control of the asset to another 
party and the other party has the practical ability to sell the asset in its entirety to 
an unrelated third party, and is able to exercise that ability unilaterally and without 
needing to impose additional restrictions on the transfer. In this case, the 
municipality : 
- derecognise the asset; and 
- recognise separately any rights and obligations created or retained in the 

transfer. 
 

The carrying amounts of the transferred asset are allocated between the rights or 
obligations retained and those transferred on the basis of their relative fair values at the 
transfer date. Newly created rights and obligations are measured at their fair values 
at that date. Any difference between the consideration received and the amounts 
recognised and derecognised is recognised in surplus or deficit in the period of the 
transfer. 
 
On derecognition of a financial asset in its entirety, the difference between the carrying 
amount and the sum of the consideration received is recognised in surplus or deficit. 
 
Financial liabilities 
 
The municipality removes a financial liability (or a part of a financial liability) from its 
statement of financial position when it is extinguished — i.e. when the obligation 
specified in the contract is discharged, cancelled, expired or waived. 
 
An exchange between an existing borrower and lender of debt instruments with 
substantially different terms is accounted for as having extinguished the original financial 
liability and a new financial liability is recognised. Similarly, a substantial modification of 
the terms of an existing financial liability or a part of it is accounted for as having 
extinguished the original financial liability and having recognised a new financial liability. 
The difference between the carrying amount of a financial liability (or part of a financial 
liability) extinguished or transferred to another party and the consideration paid, 
including any non-cash assets transferred or liabilities assumed, is recognised in surplus 
or deficit. Any liabilities that are waived, forgiven or assumed by another municipality by 
way of a non-exchange transaction are accounted for in accordance with the Standard of 
GRAP on Revenue from Non-exchange Transactions (Taxes and Transfers). 
 
 
 

Page 57 of 328



GOVAN MBEKI MUNICIPALITY 
ACCOUNTING POLICY 

 

16 
Initial:  __________ 

 
 

1.9 Leases 
 

A lease is classified as a finance lease if it transfers substantially all the risks and 
rewards incidental to ownership. Title may or may not eventually be transferred. A lease 
is classified as an operating lease if it does not transfer substantially all the risks and 
rewards incidental to ownership. 
 
Finance leases – lessee 
 
Finance leases are recognised as assets and liabilities in the statement of financial 
position at amounts equal to the fair valueof the leased property or, if lower, the present 
value of the minimum lease payments. The corresponding liability to the lessor is 
included in the statement of financial position as a finance lease obligation. 
 
The discount rate used in calculating the present value of the minimum lease payments 
is the interest rate implicit in the lease. 
 
Minimum lease payments are apportioned between the finance charge and reduction of 
the outstanding liability. The finance charge is allocated to each period during the lease 
term so as to produce a constant periodic rate on the remaining balance of the liability. 
Any contingent rents are expensed in the period in which they are incurred. 
 
Operating leases – lessor 
 
Operating lease revenue is recognised as revenue on a straight-line basis over the lease 
term. 
 
Operating leases – lessee 
 
Operating lease payments are recognised as an expense on a straight-line basis over 
the lease term. The difference between the amounts recognised as an expense and the 
contractual payments are recognised as an operating lease asset or liability. 
 
The aggregate benefit of incentives is recognised as a reduction of rental expense on a 
straight-line basis over the lease term. 
 
Any contigent rents are recognised separately as an expense in the period in which they 
are incurred. 
 

1.10 Inventories 
 

Inventories are initially measured at cost except where inventories are acquired through 
a non-exchange transaction, then their costs are their fair value as at the date of 
acquisition. 
 
Subsequently inventories are measured at the lower of cost and net realisable value. 
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Inventories are measured at the lower of cost and current replacement cost where they 
are held for; 

 distribution at no charge or for a nominal charge; or 
 consumption in the production process of goods to be distributed at no charge or 

for a nominal charge. 
 

Net realisable value is the estimated selling price in the ordinary course of operations 
less the estimated costs of completion and the estimated costs necessary to make the 
sale, exchange or distribution.  
 
Current replacement cost is the cost the municipality incurs to acquire the asset on the 
reporting date. 
 
The cost of inventories comprises of all costs of purchase, costs of conversion and other 
costs incurred in bringing the inventories to their present location and condition. 
 
The cost of inventories of items that are not ordinarily interchangeable and goods or 
services produced and segregated for specific projects is assigned using specific 
identification of the individual costs. 
 
The cost of inventories is assigned using the weighted average cost formula. The same 
cost formula is used for all inventories having a similar nature and use to the 
municipality. 
When inventories are sold, the carrying amounts of those inventories are recognised as 
an expense in the period in which the related revenue is recognised. If there is no 
related revenue, the expenses are recognised when the goods are distributed, or related 
services are rendered. The amount of any write-down of inventories to net realisable 
value or current replacement cost and all losses of inventories are recognised as an 
expense in the period the write-down or loss occurs. The amount of any reversal of any 
write-down of inventories, arising from an increase in net realisable value or current 
replacement cost, are recognised as a reduction in the amount of inventories recognised 
as an expense in the period in which the reversal occurs. 
 
Water inventory 
 
Water is regarded as inventory when the municipality purchases water in bulk with the 
intention to resell it to the consumers or to use it internally, or where the municipality has 
incurred purification costs on water obtained from natural resources (rain, rivers, springs, 
boreholes, etc). However, water in dams, that are filled by natural resources and that has 
not yet been treated, that is under the control of the municipality but cannot be measured 
reliably as there is no cost attached to the water, is therefore not recognised in the 
statement of financial position. 
 
The basis of determining the cost of water purchased and not yet sold at reporting date 
comprises all costs of purchase, cost of conversion and other costs incurred in bringing 
the inventory to its present location and condition, net of trade discounts and rebates. 
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Water and purified effluent are valued by using the first-in-first-out method, at the lowest 
of purified cost and net realisable value, insofar as it is stored and controlled in 
reservoirs at year-end. 
 
Other arrangements 
 
Redundant and slow-moving inventories are identified and written down from cost to net 
realisable value with regard to their estimated economic or realisable values and sold by 
public auction. Net realisable value is the estimated selling price in the ordinary course of 
business, less applicable variable selling expenses. Differences arising on the valuation 
of inventory are recognised in the statement of financial performance in the year in which 
they arise. The amount of any reversal of any write down of inventories arising from an 
increase in net realisable value or current replacement cost is recognised as a reduction 
in the amount of inventories recognised as an expense in the period in which the 
reversal occurs. 
 
The carrying amount of inventories is recognised as an expense in the period that the 
inventory was sold, distributed, written off or consumed, unless that cost qualifies for 
capitalisation to the cost of another asset. 
 

1.11 Impairment of cash-generating assets 
 

Cash-generating assets are those assets held by the municipality with the primary 
objective of generating a commercial return. 
 
When an asset is deployed in a manner consistent with that adopted by a profit-
orientated entity, it generates a commercial return. 
Identification 
 
When the carrying amount of a cash-generating asset exceeds its recoverable amount, it 
is impaired. 
 
The municipality assesses at each reporting date whether there is any indication that a 
cash-generating asset may be impaired. If any such indication exists, the municipality 
estimates the recoverable amount of the asset. 
 
Irrespective of whether there is any indication of impairment, the municipality also test a 
cash-generating intangible asset with an indefinite useful life or a cash-generating 
intangible asset not yet available for use for impairment annually by comparing its 
carrying amount with its recoverable amount. This impairment test is performed at the 
same time every year. If an intangible asset was initially recognised during the current 
reporting period, that intangible asset was tested for impairment before the end of the 
current reporting period. 
 
Value in use 
 
Value in use of a cash-generating asset is the present value of the estimated future cash 
flows expected to be derived from the continuing use of an asset and from its disposal at 
the end of its useful life. When estimating the value in use of an asset, the municipality 
estimates the future cash inflows and outflows to be derived from continuing use of the 
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asset and from its ultimate disposal and the municipality applies the appropriate discount 
rate to those future cash flows. 
 
Discount rate 
 
The discount rate is a pre-tax rate that reflects current market assessments of the time 
value of money, represented by the current risk-free rate of interest and the risks specific 
to the asset for which the future cash flow estimates have not been adjusted. 
 
Recognition and measurement (individual asset) 
 
If the recoverable amount of a cash-generating asset is less than its carrying amount, 
the carrying amount of the asset is reduced to its recoverable amount. This reduction is 
an impairment loss. 
 
An impairment loss is recognised immediately in surplus or deficit. 
 
After the recognition of an impairment loss, the depreciation (amortisation) charge for the 
cash-generating asset is adjusted in future periods to allocate the cash-generating 
asset’s revised carrying amount, less its residual value (if any), on a systematic 
basis over its remaining useful life. 
 
Cash-generating units 
 
If there is any indication that an asset may be impaired, the recoverable amount is 
estimated for the individual asset. If it is not possible to estimate the recoverable amount 
of the individual asset, the municipality determines the recoverable amount of the 
cash-generating unit to which the asset belongs. 
If an active market exists for the output produced by an asset or group of assets, that 
asset or group of assets is identified as a cash-generating unit, even if some or all of the 
output is used internally. If the cash inflows generated by any asset or cash-generating 
unit are affected by internal transfer pricing, the municipality use management's best 
estimate of future price(s) that could be achieved in arm's length transactions in 
estimating: 

  the future cash inflows used to determine the asset's or cash-generating unit's 
value in use; and 

 the future cash outflows used to determine the value in use of any other assets or 
cash-generating units that are affected by the internal transfer pricing. 
 

Cash-generating units are identified consistently from period to period for the same asset 
or types of assets, unless a change is justified. 
 
The carrying amount of a cash-generating unit is determined on a basis consistent with 
the way the recoverable amount of the cash-generating unit is determined. 
 
An impairment loss is recognised for a cash-generating unit if the recoverable amount of 
the unit is less than the carrying amount of the unit. The impairment is allocated to 
reduce the carrying amount of the cash-generating assets of the unit on a pro rata basis, 
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based on the carrying amount of each asset in the unit. These reductions in carrying 
amounts are treated as impairment losses on individual assets. 
 
In allocating an impairment loss, the entity does not reduce the carrying amount of an 
asset below the highest of: 

 its fair value less costs to sell; 
 its value in use; and 
 zero. 

 
The amount of the impairment loss that would otherwise have been allocated to the 
asset is allocated pro rata to the other cash-generating assets of the unit. 
 
Where a non-cash-generating asset contributes to a cash-generating unit, a proportion 
of the carrying amount of that noncash-generating asset is allocated to the carrying 
amount of the cash-generating unit prior to estimation of the recoverable amount of the 
cash-generating unit. 
 
Reversal of impairment loss 
 
The municipality assess at each reporting date whether there is any indication that an 
impairment loss recognised in prior periods for a cash-generating asset may no longer 
exist or may have decreased. If any such indication exists, the entity estimates the 
recoverable amount of that asset. 
 
An impairment loss recognised in prior periods for a cash-generating asset is reversed if 
there has been a change in the estimates used to determine the asset’s recoverable 
amount since the last impairment loss was recognised. The carrying amount of the asset 
is increased to its recoverable amount. The increase is a reversal of an impairment loss. 
The increased carrying amount of an asset attributable to a reversal of an impairment 
loss does not exceed the carrying amount that would have been determined (net of 
depreciation or amortisation) had no impairment loss been recognised for the asset in 
prior periods. 
 
A reversal of an impairment loss for a cash-generating asset is recognised immediately 
in surplus or deficit. 
 
Any reversal of an impairment loss of a revalued cash-generating asset is treated as a 
revaluation increase. 
 
After a reversal of an impairment loss is recognised, the depreciation (amortisation) 
charge for the cash-generating asset is adjusted in future periods to allocate the cash-
generating asset’s revised carrying amount, less its residual value (if any), on a 
systematic basis over its remaining useful life. 
 
A reversal of an impairment loss for a cash-generating unit is allocated to the cash-
generating assets of the unit pro rata with the carrying amounts of those assets. These 
increases in carrying amounts are treated as reversals of impairment losses for 
individual assets. No part of the amount of such a reversal is allocated to a non-cash-
generating asset contributing service potential to a cash-generating unit. 
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In allocating a reversal of an impairment loss for a cash-generating unit, the carrying 
amount of an asset is not increased above the lower of: 

  its recoverable amount (if determinable); and 
 the carrying amount that would have been determined (net of amortisation or 

depreciation) had no impairment loss been recognised for the asset in prior 
periods. 
 

The amount of the reversal of the impairment loss that would otherwise have been 
allocated to the asset is allocated pro rata to the other assets of the unit. 
 

1.12 Impairment of non-cash-generating assets 
 

Cash-generating assets are those assets held by the municipality with the primary 
objective of generating a commercial return. When an asset is deployed in a manner 
consistent with that adopted by a profit-orientated entity, it generates a commercial 
return. 
 
Non-cash-generating assets are assets other than cash-generating assets. 
 
Identification 
 
When the carrying amount of a non-cash-generating asset exceeds its recoverable 
service amount, it is impaired. 
 
The municipality assesses at each reporting date whether there is any indication that a 
non-cash-generating asset may be impaired. If any such indication exists, the 
municipality estimates the recoverable service amount of the asset. 
 
Irrespective of whether there is any indication of impairment, the entity also test a non-
cash-generating intangible asset with an indefinite useful life or a non-cash-generating 
intangible asset not yet available for use for impairment annually by comparing its 
carrying amount with its recoverable service amount. This impairment test is performed 
at the same time every year. If an intangible asset was initially recognised during the 
current reporting period, that intangible asset was tested for impairment before the end 
of the current reporting period. 
 
Value in use 
 
Value in use of non-cash-generating assets is the present value of the non-cash-
generating assets remaining service potential. 
 
The present value of the remaining service potential of a non-cash-generating assets is 
determined using the following approach: 
 
Depreciated replacement cost approach 
 
The present value of the remaining service potential of a non-cash-generating asset is 
determined as the depreciated replacement cost of the asset. The replacement cost of 
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an asset is the cost to replace the asset’s gross service potential. This cost is 
depreciated to reflect the asset in its used condition. An asset may be replaced either 
through reproduction (replication) of the existing asset or through replacement of its 
gross service potential. The depreciated replacement cost is measured as the 
reproduction or replacement cost of the asset, whichever is lower, less accumulated 
depreciation calculated on the basis of such cost, to reflect the already consumed or 
expired service potential of the asset. 
 
The replacement cost and reproduction cost of an asset is determined on an “optimised” 
basis. The rationale is that the municipality would not replace or reproduce the asset with 
a like asset if the asset to be replaced or reproduced is an overdesigned or overcapacity 
asset. Overdesigned assets contain features which are unnecessary for the goods or 
services the asset provides. Overcapacity assets are assets that have a greater capacity 
than is necessary to meet the demand for goods or services the asset provides. The 
determination of the replacement cost or reproduction cost of an asset on an optimised 
basis thus reflects the service potential required of the asset. 
 
Recognition and measurement 
 
If the recoverable service amount of a non-cash-generating asset is less than its carrying 
amount, the carrying amount of the asset is reduced to its recoverable service amount. 
This reduction is an impairment loss. 
 
An impairment loss is recognised immediately in surplus or deficit. 
 
After the recognition of an impairment loss, the depreciation (amortisation) charge for the 
non-cash-generating asset is adjusted in future periods to allocate the non-cash-
generating asset’s revised carrying amount, less its residual value, on a systematic basis 
over its remaining useful life. 
 
Reversal of an impairment loss 
The municipality assess at each reporting date whether there is any indication that an 
impairment loss recognised in prior periods for a non-cash-generating asset may no 
longer exist or may have decreased. If any such indication exists, the municipality 
estimates the recoverable service amount of that asset. 
 
An impairment loss recognised in prior periods for a non-cash-generating asset is 
reversed if there has been a change in the estimates used to determine the asset’s 
recoverable service amount since the last impairment loss was recognised. The 
carrying amount of the asset is increased to its recoverable service amount. The 
increase is a reversal of an impairment loss. The increased carrying amount of an asset 
attributable to a reversal of an impairment loss does not exceed the carrying amount that 
would have been determined (net of depreciation or amortisation) had no impairment 
loss been recognised for the asset in prior periods. 
 
A reversal of an impairment loss for a non-cash-generating asset is recognised 
immediately in surplus or deficit. 
 

Page 64 of 328



GOVAN MBEKI MUNICIPALITY 
ACCOUNTING POLICY 

 

23 
Initial:  __________ 

 
 

After a reversal of an impairment loss is recognised, the depreciation (amortisation) 
charge for the non-cash-generating asset is adjusted in future periods to allocate the 
non-cash-generating asset’s revised carrying amount, less its residual value (if any), 
on a systematic basis over its remaining useful life. 
 

1.13 Share capital / contributed capital 
 

An equity instrument is any contract that evidences a residual interest in the assets of an 
municipality after deducting all of its liabilities. 
 

1.14 Employee benefits 
 

Employee benefits are all forms of consideration given by the municipality in exchange 
for service rendered by employees. 
 
Termination benefits are employee benefits payable as a result of either: 

 an entity’s decision to terminate an employee’s employment before the normal 
retirement date; or 

 an employee’s decision to accept voluntary redundancy in exchange for those 
benefits. 
 

Other long-term employee benefits are employee benefits (other than post-employment 
benefits and termination benefits) that are not due to be settled within twelve months 
after the end of the period in which the employees render the related service. 
 
Short-term employee benefits 
 
Short-term employee benefits are employee benefits (other than termination benefits) 
that are due to be settled within twelve months after the end of the period in which the 
employees render the related service. 
 
Short-term employee benefits include items such as: 

  wages, salaries and social security contributions; 
 short-term compensated absences (such as paid annual leave and paid sick 

leave) where the compensation for the absences is due to be settled within 
twelve months after the end of the reporting period in which the employees 
render the related employee service; 

 bonus, incentive and performance related payments payable within twelve 
months after the end of the reporting period in which the employees render the 
related service; and 

 non-monetary benefits (for example, medical care, and free or subsidised goods 
or services such as housing, cars and cellphones) for current employees. 
 

When an employee has rendered service to the entity during a reporting period, the 
entity recognise the undiscounted amount of short-term employee benefits expected to 
be paid in exchange for that service: 

 as a liability (accrued expense), after deducting any amount already paid. If the 
amount already paid exceeds the undiscounted amount of the benefits, the 
municipality recognise that excess as an asset (prepaid expense) to the extent 
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that the prepayment will lead to, for example, a reduction in future payments or a 
cash refund; and 

 as an expense, unless another Standard requires or permits the inclusion of the 
benefits in the cost of an asset. 
 

The expected cost of compensated absences is recognised as an expense as the 
employees render services that increase their entitlement or, in the case of non 
accumulating absences, when the absence occurs. The municipality measure the 
expected cost of accumulating compensated absences as the additional amount that the 
entity expects to pay as a result of the unused entitlement that has accumulated at the 
reporting date. 
 
The entity recognise the expected cost of bonus, incentive and performance related 
payments when the municipality has a present legal or constructive obligation to make 
such payments as a result of past events and a reliable estimate of the obligation can be 
made. A present obligation exists when the entity has no realistic alternative but to make 
the payments. 
 
Post-employment benefits 
 
Post-employment benefits are employee benefits (other than termination benefits) which 
are payable after the completion of employment. 
 
Post-employment benefit plans are formal or informal arrangements under which an 
municipality provides post-employment benefits for one or more employees. 
 
Multi-employer plans are defined contribution plans (other than state plans and 
composite social security programmes) or defined benefit plans (other than state plans) 
that pool the assets contributed by various entities that are not under common control 
and use those assets to provide benefits to employees of more than one entity, on the 
basis that contribution and benefit levels are determined without regard to the identity of 
the entity that employs the employees concerned. 
 
Post-employment benefits: Defined benefit plans 
 
Defined benefit plans are post-employment benefit plans other than defined contribution 
plans. Actuarial gains and losses comprise experience adjustments (the effects of 
differences between the previous actuarial assumptions and what has actually occurred) 
and the effects of changes in actuarial assumptions. In measuring its defined benefit 
liability the municipality recognise actuarial gains and losses in surplus or deficit in the 
reporting period in which they occur. 
 
Current service cost is the increase in the present value of the defined benefit obligation 
resulting from employee service in the current period. 
 
Interest cost is the increase during a period in the present value of a defined benefit 
obligation which arises because the benefits are one period closer to settlement. 
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Past service cost is the change in the present value of the defined benefit obligation for 
employee service in prior periods, resulting in the current period from the introduction of, 
or changes to, post-employment benefits or other long-term employee benefits. Past 
service cost may be either positive (when benefits are introduced or changed so that the 
present value of the benefit obligation increases) or negative (when existing benefits are 
changed so that the present value of the defined benefit obligation decreases). In 
measuring its defined benefit liability the entity recognise past service cost as an 
expense in the reporting period in which the plan is amended. 
 
Plan assets comprise assets held by a long-term employee benefit fund and qualifying 
insurance policies.The present value of a defined benefit obligation is the present value, 
without deducting any plan assets, of expected future payments required to settle the 
obligation resulting from employee service in the current and prior periods. 
 
The amount recognised as a defined benefit liability is the net total of the following 
amounts: 
 

 the present value of the defined benefit obligation at the reporting date; 
 minus the fair value at the reporting date of plan assets out of which the 

obligations are to be settled directly; 
 plus any liability that may arise as a result of a minimum funding requirement 

 
The amount determined as a defined benefit liability may be negative (an asset). The 
municipality measure the resulting asset at the lower of: 

 the amount determined above; and 
 the present value of any economic benefits available in the form of refunds from 

the plan or reductions in future contributions to the plan. The present value of 
these economic benefits is determined using a discount rate which reflects the 
time value of money. 
 

Any adjustments arising from the limit above is recognised in surplus or deficit. 
 
The municipality determine the present value of defined benefit obligations and the fair 
value of any plan assets with sufficient regularity such that the amounts recognised in 
the annual financial statements do not differ materially from the amounts that 
would be determined at the reporting date. 
 
The municipality recognises the net total of the following amounts in surplus or deficit, 
except to the extent that another Standard requires or permits their inclusion in the cost 
of an asset: 

 current service cost; 
 interest cost; 
 the expected return on any plan assets and on any reimbursement rights; 
 actuarial gains and losses; 
 past service cost; 
 the effect of any curtailments or settlements; and 
 the effect of applying the limit on a defined benefit asset (negative defined benefit 

liability). 
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The municipality uses the Projected Unit Credit Method to determine the present value of 
its defined benefit obligations and the related current service cost and, where applicable, 
past service cost. The Projected Unit Credit Method (sometimes known as the accrued 
benefit method pro-rated on service or as the benefit/years of service method) sees each 
period of service as giving rise to an additional unit of benefit entitlement and measures 
each unit separately to build up the final obligation. 
 
In determining the present value of its defined benefit obligations and the related current 
service cost and, where applicable, past service cost, an municipality shall attribute 
benefit to periods of service under the plan’s benefit formula. However, if an employee’s 
service in later years will lead to a materially higher level of benefit than in earlier years, 
an municipality shall attribute benefit on a straight-line basis from: 

 the date when service by the employee first leads to benefits under the plan 
(whether or not the benefits are conditional on further service); until 

 the date when further service by the employee will lead to no material amount of 
further benefits under the plan, other than from further salary increases. 
 

Actuarial valuations are conducted on an annual basis by independent actuaries 
separately for each plan. The results of the valuation are updated for any material 
transactions and other material changes in circumstances (including changes in market 
prices and interest rates) up to the reporting date. 
 
The municipality recognises gains or losses on the curtailment or settlement of a defined 
benefit plan when the curtailment or settlement occurs. The gain or loss on a curtailment 
or settlement comprises: 

 any resulting change in the present value of the defined benefit obligation; and 
 any resulting change in the fair value of the plan assets. 

 
Before determining the effect of a curtailment or settlement, the municipality re-measure 
the obligation (and the related plan assets, if any) using current actuarial assumptions 
(including current market interest rates and other current market prices). 
 
When it is virtually certain that another party will reimburse some or all of the expenditure 
required to settle a defined benefit obligation, the right to reimbursement is recognised 
as a separate asset. The asset is measured at fair value. In all other respects, the asset 
is treated in the same way as plan assets. In surplus or deficit, the expense relating to a 
defined benefit plan is presented as the net of the amount recognised for a 
reimbursement. 
 
The municipality offsets an asset relating to one plan against a liability relating to another 
plan when the municipality has a legally enforceable right to use a surplus in one plan to 
settle obligations under the other plan and intends either to settle the obligations on a 
net basis, or to realise the surplus in one plan and settle its obligation under the other 
plan simultaneously. 
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Actuarial assumptions 
 
Actuarial assumptions are unbiased and mutually compatible. 
 
Financial assumptions are based on market expectations, at the reporting date, for the 
period over which the obligations are to be settled. 
 
The rate used to discount post-employment benefit obligations (both funded and 
unfunded) reflect the time value of money. The currency and term of the financial 
instrument selected to reflect the time value of money is consistent with the currency 
and estimated term of the post-employment benefit obligations. 
 
Post-employment benefit obligations are measured on a basis that reflects: 

 estimated future salary increases; 
 the benefits set out in the terms of the plan (or resulting from any constructive 

obligation that goes beyond those terms) at the reporting date; and 
 estimated future changes in the level of any state benefits that affect the benefits 

payable under a defined benefit plan, if, and only if, either: 
 those changes were enacted before the reporting date; or 
 past history, or other reliable evidence, indicates that those state benefits will 

change in some predictable manner, for example, in line with future changes in 
general price levels or general salary levels. 
 

Assumptions about medical costs take account of estimated future changes in the cost 
of medical services, resulting from both inflation and specific changes in medical costs. 
 

1.15 Provisions and contingencies 
 

Provisions are recognised when: 
 the municipality has a present obligation as a result of a past event; 
 it is probable that an outflow of resources embodying economic benefits or 

service potential will be required to 
 settle the obligation; and 
 a reliable estimate can be made of the obligation. 

 
The amount of a provision is the best estimate of the expenditure expected to be 
required to settle the present obligation at the reporting date. 
Where the effect of time value of money is material, the amount of a provision is the 
present value of the expenditures expected to be required to settle the obligation. 
The discount rate is a pre-tax rate that reflects current market assessments of the time 
value of money and the risks specific to the liability. 
 
Where some or all of the expenditure required to settle a provision is expected to be 
reimbursed by another party, the reimbursement is recognised when, and only when, it is 
virtually certain that reimbursement will be received if the municipality settles the 
obligation. The reimbursement is treated as a separate asset. The amount recognised 
for the reimbursement does not exceed the amount of the provision. 
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Provisions are reviewed at each reporting date and adjusted to reflect the current best 
estimate. Provisions are reversed if it is no longer probable that an outflow of resources 
embodying economic benefits or service potential will be required, to settle the 
obligation. 
 
Where discounting is used, the carrying amount of a provision increases in each period 
to reflect the passage of time. This increase is recognised as an interest expense. 
A provision is used only for expenditures for which the provision was originally 
recognised. 
 
Provisions are not recognised for future operating deficits. 
 
If the municipality has a contract that is onerous, the present obligation (net of 
recoveries) under the contract is recognised and measured as a provision. 
 
Contingent asset is a possible asset that arises from past events and whose existence 
will be confirmed only by the occurrence or non-occurrence of one or more uncertain 
future events not wholly within the control of the municipality 
 
A constructive obligation to restructure arises only when an municipality: 

 has a detailed formal plan for the restructuring, identifying at least: 
- the activity/operating unit or part of a activity/operating unit concerned; 
- the principal locations affected; 
- the location, function, and approximate number of employees who will be 
compensated for services being terminated; 
 
- the expenditures that will be undertaken; and 
- when the plan will be implemented; and 

 has raised a valid expectation in those affected that it will carry out the 
restructuring by starting to implement that plan or announcing its main features to 
those affected by it. 
 

A contingent liability is: 
 a possible obligation that arises from past events and whose existence will be 

confirmed only by the occurrence or non-occurrence of one or more uncertain 
future events not wholly within the control of the municipality; or 

 a present obligation that arises from past events but is not recognised because 
           - it is not probably that an outflow of resources embodying economic benefits or 

service potential will be required to settle the obligation; 
      - the amount of the obligation cannot be measured with sufficient reliability 
 
Decommissioning, restoration and similar liability 
 
Changes in the measurement of an existing decommissioning, restoration and similar 
liability that result from changes in the estimated timing or amount of the outflow of 
resources embodying economic benefits or service potential required to settle the 
obligation, or a change in the discount rate, is accounted for as follows: 
 
measured using the cost model: 
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 changes in the liability is added to, or deducted from, the cost of the related asset 
in the current period. 

 the amount deducted from the cost of the asset does not exceed its carrying 
amount. If a decrease in the liability exceeds the carrying amount of the asset, 
the excess is recognised immediately in surplus or deficit. 

 if the adjustment results in an addition to the cost of an asset, the entity consider 
whether this is an indication that the new carrying amount of the asset may not 
be fully recoverable. If there is such an indication, the entity test the asset for 
impairment by estimating its recoverable amount or recoverable service amount, 
and account for any impairment loss, in accordance with the accounting policy on 
impairment of assets as described in accounting policy 1.11 and 1.12. 
 

The adjusted depreciable amount of the asset is depreciated over its useful life. 
Therefore, once the related asset has reached the end of its useful life, all subsequent 
changes in the liability is recognised in surplus or deficit as they occur. This applies 
under both the cost model and the revaluation model. 
 
The periodic unwinding of the discount is recognised in surplus or deficit as a finance 
cost as it occurs. 
 

1.16 Revenue from exchange transactions 
 

Revenue is the gross inflow of economic benefits or service potential during the reporting 
period when those inflows result in an increase in net assets, other than increases 
relating to contributions from owners. 
 
An exchange transaction is one in which the municipality receives assets or services, or 
has liabilities extinguished, and directly gives approximately equal value (primarily in the 
form of goods, services or use of assets) to the other party in exchange. 
 
Measurement 
 
Revenue is measured at the fair value of the consideration received or receivable, net of 
trade discounts and volume rebates. 
 
Sale of goods 
 
Revenue from the sale of goods is recognised when all the following conditions have 
been satisfied: 

 the municipality has transferred to the purchaser the significant risks and rewards 
of ownership of the goods; 

 the municipality retains neither continuing managerial involvement to the degree 
usually associated with ownership nor effective control over the goods sold; 

 the amount of revenue can be measured reliably; 
 it is probable that the economic benefits or service potential associated with the 

transaction will flow to the municipality; and 
 the costs incurred or to be incurred in respect of the transaction can be measured 

reliably. 
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Rendering of services 
 
When the outcome of a transaction involving the rendering of services can be estimated 
reliably, revenue associated with the transaction is recognised by reference to the stage 
of completion of the transaction at the reporting date. The outcome of a transaction can 
be estimated reliably when all the following conditions are satisfied: 
 

 the amount of revenue can be measured reliably; 
 it is probable that the economic benefits or service potential associated with the 

transaction will flow to the municipality; 
 the stage of completion of the transaction at the reporting date can be measured 

reliably; and 
 the costs incurred for the transaction and the costs to complete the transaction 

can be measured reliably. 
 

When services are performed by an indeterminate number of acts over a specified time 
frame, revenue is recognised on a straight line basis over the specified time frame 
unless there is evidence that some other method better represents the stage of 
completion. When a specific act is much more significant than any other acts, the 
recognition of revenue is postponed until the significant act is executed. 
 
When the outcome of the transaction involving the rendering of services cannot be 
estimated reliably, revenue is recognised only to the extent of the expenses recognised 
that are recoverable. 
 
Service revenue is recognised by reference to the stage of completion of the transaction 
at the reporting date. Stage of completion is determined by services performed to date 
as a percentage of total services to be performed. 
 
Interest and dividends 
 
Revenue arising from the use by others of entity assets yielding interest, royalties and 
dividends or similar distributions is recognised when: 

 It is probable that the economic benefits or service potential associated with the 
transaction will flow to the municipality, and 

 The amount of the revenue can be measured reliably. 
 

Interest is recognised, in surplus or deficit, using the effective interest rate method. 
Dividends or their equivalents are recognised, in surplus or deficit, when the 
municipality’s right to receive payment has been established. 
 

1.17 Revenue from non-exchange transactions 
 

Revenue comprises gross inflows of economic benefits or service potential received and 
receivable by an municipality, which represents an increase in net assets, other than 
increases relating to contributions from owners. 
 
Conditions on transferred assets are stipulations that specify that the future economic 
benefits or service potential embodied in the asset is required to be consumed by the 
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recipient as specified or future economic benefits or service potential must be returned to 
the transferor. 
 
Fines are economic benefits or service potential received or receivable by entities, as 
determined by a court or other law enforcement body, as a consequence of the breach 
of laws or regulations. 
 
Non-exchange transactions are transactions that are not exchange transactions. In a 
non-exchange transaction, an municipality either receives value from another 
municipality without directly giving approximately equal value in exchange, or gives value 
to another municipality without directly receiving approximately equal value in exchange. 
 
Restrictions on transferred assets are stipulations that limit or direct the purposes for 
which a transferred asset may be used, but do not specify that future economic benefits 
or service potential is required to be returned to the transferor if not deployed as 
specified. 
 
Stipulations on transferred assets are terms in laws or regulation, or a binding 
arrangement, imposed upon the use of a transferred asset by entities external to the 
reporting municipality. 
 
Transfers are inflows of future economic benefits or service potential from non-exchange 
transactions, other than taxes. 
 
Recognition 
 
An inflow of resources from a non-exchange transaction recognised as an asset is 
recognised as revenue, except to the extent that a liability is also recognised in respect 
of the same inflow. 
 
As the municipality satisfies a present obligation recognised as a liability in respect of an 
inflow of resources from a nonexchange transaction recognised as an asset, it reduces 
the carrying amount of the liability recognised and recognises an amount of revenue 
equal to that reduction. 
 
Revenue received from conditional grants, donations and funding are recognised as 
revenue to the extent that the municipality has complied with any of the criteria, 
conditions or obligations embodied in the agreement. To the extent that the criteria, 
conditions or obligations have not been met, a liability is recognised 
 
Measurement 
 
Revenue from a non-exchange transaction is measured at the amount of the increase in 
net assets recognised by the municipality. 
 
When, as a result of a non-exchange transaction, the municipality recognises an asset, it 
also recognises revenue equivalent to the amount of the asset measured at its fair value 
as at the date of acquisition, unless it is also required to recognise a liability.  
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Where a liability is required to be recognised it will be measured as the best estimate of 
the amount required to settle the obligation at the reporting date, and the amount of the 
increase in net assets, if any, recognised as revenue. When a liability is subsequently 
reduced, because the taxable event occurs or a condition is satisfied, the amount of the 
reduction in the liability is recognised as revenue. 
 
Rates including collection charges and penalties 
 
Revenue from rates, including collection charges and penalty interest, is recognised 
when: 

- it is probable that the economic benefits or service potential associated with the 
transaction will flow to themunicipality; 

- the amount of the revenue can be measured reliably; and 
- there has been compliance with the relevant legal requirements 
 

Changes to property values during a reporting period are valued by a suitably qualified 
valuator and adjustments are made to rates revenue, based on a time proportion basis. 
Adjustments to rates revenue already recognised are processed or additional rates 
revenue is recognised. 
 
Transfers 
 
Apart from Services in kind, which are not recognised, the municipality recognises an 
asset in respect of transfers when the transferred resources meet the definition of an 
asset and satisfy the criteria for recognition as an asset. 
 
Transferred assets are measured at their fair value as at the date of acquisition. 
 
Fines 
 
The municipality initialy recognise the revenue and receivables based on fair value which 
has been determined as the issued fine or penalty payable by the offender when the fine 
or penalty was issued. 
 
Subsequent to initial measurement the municipality at the end of each reporting period 
assess the receivables from fines for impairment. 
 
Grants 
 
Revenue received from conditional grants, donations and funding is recognised as 
revenue to the extent that the municipality has complied with any of the criteria, 
conditions or obligations embodied in the agreement. To the extent that the criteria, 
conditions or obligations have not been met a, liability is recognised. 
 
Gifts and donations, including goods in-kind 
 
Gifts and donations, including goods in kind, are recognised as assets and revenue 
when it is probable that the future economic benefits or service potential will flow to the 
municipality and the fair value of the assets can be measured reliably. 
 

Page 74 of 328



GOVAN MBEKI MUNICIPALITY 
ACCOUNTING POLICY 

 

33 
Initial:  __________ 

 
 

1.18 Borrowing costs 
 
Borrowing costs that are directly attributable to the acquisition, construction or production 
of a qualifying asset are capitalised as part of the cost of that asset when it is probable 
that they will result in future economic benefits or service potential to the municipality , 
and the costs can be measured reliably. The municipality applies this consistently to all 
borrowing costs that are directly attributable to the acquisition, construction, or 
production of all qualifying assets of the municipality . The amount of borrowing costs 
eligible for capitalisation is determined as follows: 

 Actual borrowing costs on funds specifically borrowed for the purpose of 
obtaining a qualifying asset less any investment income on the temporary 
investment of those borrowings. 

 Weighted average of the borrowing costs applicable to the municipality on funds 
generally borrowed for the purpose of obtaining a qualifying asset. The borrowing 
costs capitalised do not exceed the total borrowing costs incurred. 
 

The capitalisation of borrowing costs commences when all the following conditions have 
been met: 

 expenditures for the asset have been incurred; 
 borrowing costs have been incurred; and 
 activities that are necessary to prepare the asset for its intended use or sale are 

undertaken. 
 

When the carrying amount or the expected ultimate cost of the qualifying asset exceeds 
its recoverable amount or recoverable service amount or net realisable value or 
replacement cost, the carrying amount is written down or written off in accordance 
with the accounting policy on Impairment of Assets and Inventories as per accounting 
policy number 1.10, 1.11 and 1.12. In certain circumstances, the amount of the write-
down or write-off is written back in accordance with the same accounting policy. 
 
All other borrowing costs are recognised as an expense in the period in which they are 
incurred. 
 
1.19 Comparative figures 
 
Where necessary, comparative figures have been reclassified to conform to changes in 
presentation in the current year. 
 
1.20 Unauthorised expenditure 

 
Unauthorised expenditure means: 

 overspending of a vote or a main division within a vote; and 
 expenditure not in accordance with the purpose of a vote or, in the case of a 

main division, not in accordance with the purpose of the main division. 
 

All expenditure relating to unauthorised expenditure is recognised as an expense in the 
statement of financial performance in the year that the expenditure was incurred. The 
expenditure is classified in accordance with the nature of the expense, and where 
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recovered, it is subsequently accounted for as revenue in the statement of financial 
performance. 
 
1.21 Fruitless and wasteful expenditure 

 
Fruitless expenditure means expenditure which was made in vain and would have been 
avoided had reasonable care been exercised. All expenditure relating to fruitless and 
wasteful expenditure is recognised as an expense in the statement of financial 
performance in the year that the expenditure was incurred. The expenditure is classified 
in accordance with the nature of the expense, and where recovered, it is subsequently 
accounted for as revenue in the statement of financial performance. 
 
1.22 Irregular expenditure 
 
Irregular expenditure is expenditure incurred that is contrary to the Municipal Finance 
Management Act (Act No.56 of 2003), the Municipal Systems Act (Act No.32 of 2000), 
and the Public Office Bearers Act (Act No. 20 of 1998) or is in contravention of the 
economic entity’s supply chain management policy. 
 
All expenditure relating to irregular expenditure is recognised as an expense in the 
statement of financial performance in the year that the expenditure was incurred. The 
expenditure is classified in accordance with the nature of the expense, and where 
recovered, it is subsequently accounted for as revenue in the statement of financial 
performance. 
 
1.23 Related parties 

 
The municipality operates in an economic sector currently dominated by entities directly 
or indirectly owned by the South African Government. As a consequence of the 
constitutional independence of the three spheres of government in South Africa, only 
entities within the national sphere of government are considered to be related parties. 
 
Management are those persons responsible for planning, directing and controlling the 
activities of the municipality, including those charged with the governance of the 
municipality in accordance with legislation, in instances where they are required to 
perform such functions. 
 
Close members of the family of a person are considered to be those family members 
who may be expected to influence, or be influenced by, that management in their 
dealings with the municipality. 
 
Only transactions with related parties not at arm’s length or not in the ordinary course of 
business are disclosed. 
 
 
1.24 Events after reporting date 

 
Events after reporting date are those events, both favourable and unfavourable, that 
occur between the reporting date and the date when the financial statements are 
authorised for issue. Two types of events can be identified: 
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 those that provide evidence of conditions that existed at the reporting date 
(adjusting events after the reporting date);and 

 those that are indicative of conditions that arose after the reporting date (non-
adjusting events after the reporting . 
 

The municipality will adjust the amount recognised in the financial statements to reflect 
adjusting events after the reporting date once the event occurred. 
 
The municipality will disclose the nature of the event and an estimate of its financial 
effect or a statement that such estimate cannot be made in respect of all material non-
adjusting events, where non-disclosure could influence the economic decisions of users 
taken on the basis of the financial statements. 
 
1.25 Commitments 

 
Items are classified as commitments where the municipality commits itself to future 
transactions that will normally result in the outflow of resources. 
 
Commitments are not recognised in the statement of financial position as a liability, but 
are included in the disclosure notes in the following cases: 
- approved and contracted commitments; 
- where the expenditure has been approved and the contract has been awarded at the 

reporting date; and 
- where disclosure is required by a specific standard of GRAP. 
 
1.26 Budget information 
 
The municipality approved budget is prepared on accrual basis and presented by 
programmes linked to performance outcome objectives. 
 
The Statement of comparative and actual information has been included in the annual 
financial statements as the recommended disclosure when the annual financial 
statements and the budget are on the same basis of accounting as determined by 
National Treasury. 
 
 
 
 
 

 

___________________    _________________ 
Mrs. E.K. Tshabalala     Date  
Acting Municipal Manager        
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1. PRE-AMBLE 

 
The Municipal Finance Management Act (MFMA), Act 56 of 2003, aims to modernise budget and 

financial management practices in municipalities in order to maximise the capacity of a municipality 

to deliver services to all residents, customers and users. It also gives effect to the principle of 

transparency as required by sections 215 and 216 of the Constitution.  

 

The Council of the municipality, in adopting this policy on credit control and debt collection, 

recognizes its constitutional obligations as set out in chapter 7 of the Constitution and chapter 9 of 

the Municipal Systems Act, Act No. 32 of 2000, to develop the local economy and to provide 

acceptable services to its residents. It simultaneously acknowledges that it cannot fulfil these 

constitutional obligations unless it exacts payment for the services which it provides and for the 

taxes which it legitimately levies in full from those residents who can afford to pay, and in 

accordance with its indigence relief measures for those who have registered as indigents in terms 

of the Council’s approved indigence management policy. 

 
 
 
    
 PART 1:  DEFINITIONS, INTRODUCTION, APPLICATION AND PRINCIPLES 
    
 

 
 
2. DEFINITIONS 
 
In this policy, unless the context indicates otherwise – 

 

“application” means an application in writing apply for the relevant service on the prescribed   

application form; 
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“Arrears” in respect of an amount, means an amount or  rates and taxes charges that remains 

unpaid after the due date and no arrangement has been made;  

“Chief Financial Officer or CFO” means an official accountable and responsible to the municipal 

manager for the implementation, enforcement and administration of the customer care and debt 

management policy or nominee; 

 
“child-headed household” means a household consisting only of persons younger  than 18 

years, irrespective of the number of persons constituting it, which ordinarily resides within the 

Municipality without an adult person living with such household, irrespective whether such adult 

person is a relative of the other members of the household concerned; 

 
“consumer” means any occupier of any premises to which municipality has agreed to supply or is 

actually supplying services or if there is no occupier, then the owner of the premises and including 

any debtor of the municipality and  a rate-payer; 

 
“Consumer account” includes a rates account; 

 
“Council” means Municipal council of Govan Mbeki Municipal or any duly authorized Committee, 

political office bearer or official of the said council; 

 
“Councillor” means a person elected as Councillor in terms of section 21 of the Structures Act 

 
“Debtor” in relation to the Municipality means any person owing money to the Municipality 

regardless of the reason for the debt arising; 

 
“Default” includes making only a partial payment of the amount indicated on  a consumer 

account issued by the Municipality; 

“Defaulter” means any person owing the municipality arrear money in respect of taxes and/or 

service charges; 
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“Due date” in relation to an account, means the date stipulated on the relevant account; 

 

“Habitual defaulter” means a consumer who defaults on more than one occasion during any 

six month period on any payment owing to the Municipality; 

 
“Insolvent debtor” means any person declared to be insolvent in terms of the insolvency Act 43 

of 1936 (as amended); 

   

‘Municipal manager’ means an official accountable and responsible for the implementation, 

enforcement and administration of the customer care and debt management policy or nominee; 

 
‘Municipal services” means services provided either by municipality, or its external agent on 

behalf of the municipality in terms of a service delivery agreement; 

 

“Overdue” in respect of an amount, means an amount that remains unpaid after the due date; 

 

“Property” means immovable property registered in the name of a person, including, in the 

case of a sectional title scheme, a sectional title unit registered in the name of a person;   

 
“Rates” means any tax, duty or levy imposed on property by the Municipality in terms of the 

Property Rates Act 

“Systems Act” means the Local Government: Municipal Systems Act 2000 (Act No 32 of 2000) (as 

amended); 

 
‘Structures Act’ means Local Government: Municipal Structures Act 117 of 1998 (as amended) 
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2. INTRODUCTION 

 

It is imperative that the Municipality collects monies owed to it for the rendering of services to 

local communities and for property rates.  Should the Municipality not collect such debts it will not 

be able to continue providing services at the same or an improved level and it will not be able 

to significantly expand service delivery.   The policy and procedures contained in this 

document shall form the basis of the Municipality’s efforts to collect debt owed to it. 

 

3. OBJECTIVES 
 

The objectives of this policy are to provide for: 
 

o Credit control procedures and mechanisms. 

o Debt collection procedures and mechanisms. 

o relief to indigent households that is consistent with the municipality’s policy on 

indigent support and free basic services. 

o The termination or restriction of services when payments are in arrears. 

o Procedures relating to unauthorised consumption of services, theft and damages. 

o Guidelines and procedures for the rendering of accounts. 

o realistic targets/benchmarks as set by the municipality which is consistent with: 

- General recognized accounting practices and collection ratios. 

- the estimate income set in the budget minus an acceptable provision for 

bad debts. 
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3. APPLICATION 
 
This policy applies to – 

 

(a) Decision-making with regard to whether the Municipality shall provide services on credit or 

on a prepaid basis to any consumer; 

 

(b) All debts owing to the Municipality, including but not limited to, debts arising from – 

 

(i) the provision of goods and services to consumers; 

 

(ii) the levying of property rates; 

 

(iii) the renting of municipal property; 

 

(iv) the employment relationship between the Municipality and its employees and 

former employees, e.g.  debts owing to the Municipality due to the use of the 

Municipality’s telephones and other office equipment for private purposes, debts 

arising from employees or former employees being liable for authorizing, making 

or incurring  irregular,  fruitless and  wasteful  or  unauthorized  expenditure, 

overpayment of wages and loss of property of the Municipality; and 

 

(v) overpayment of any salaries and allowances to councillors and former councillors 

and for a councillor or  former councillor being  liable for authorizing, making or 

incurring irregular, fruitless and wasteful or unauthorized expenditure; and 

(c) all overdue amounts. 
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4. PRINCIPLES 

 
The policy contained in this document is informed by the following principles – 

 

4.1 Services shall be rendered to premises on the basis of an application lodged on the 

official application form of the Municipality by the owner of the premises concerned. 
 

4.2 Completed application forms will be used, amongst other things, to – 
 

(a) Categorize consumers according to credit risk in order to determine – 
 

(i) the amount of the deposit the applicant will be required to pay; and 
 

(ii) whether a  consumer shall receive services on a credit or prepayment 

basis; and 
 
 

(b) to determine relevant levels of services to be provided. 
 
 

4.3 A  current   and  prospective  consumer  has,  subject  to   those  instances  where  the 

Municipality may require her/him to switch from a credit  metering system to prepaid 

metering as set out in this policy, a choice as to whether any or all credit consumption 

meters at the premises where the services are rendered or required should be replaced 

by prepaid meters. 
 
 

4.4 A copy of the application form, conditions of service provision, an extract of the credit 

control and debt collection policy and relevant by-laws must – 
 
 

(a) be available on the Municipality’s website; and 
 
 

(b) given to every person on request at such fees as may be prescribed by Council. 
 
 

4.5 Billing must be accurate, timely and understandable. 
 
 

4.6 Debtors are entitled to reasonable access to pay points and to a variety of reliable 

payment methods. 
 

4.7 Debtors are entitled to an efficient, effective and reasonable response to appeals, and 

may suffer no disadvantage during the processing of a reasonable appeal. 
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4.8 Enforcement of payment must be prompt, consistent and effective. 
 
 

4.9 Unauthorized  consumption,  connection  and  reconnection,  tampering  with  or  theft  of 

meters, service supply equipment and the reticulation network and any fraudulent activity 

in  connection  with  the  provision  of  municipal  services  will  lead  to  disconnections, 

penalties, loss of rights and criminal prosecutions. 
 
 

4.10 Incentives and disincentives may be used in collection procedures. 
 
 

4.11 The collection process must be cost-effective. 
 
 

4.12 The Municipal Manager must regularly report to the Council and the Executive Mayor 

regarding the results achieved with the application of the Municipality’s  debt collection 

policy and procedures. 

 
 
4.13 Targets for performance in both customer service and debt collection will be set and 

pursued and remedies implemented for non-performance. 

 
 
    
 PART 2:  INSTITUTIONAL ARRANGEMENTS  
   

 
 

5. INSTITUTIONAL ARRANGEMENTS 
 
 
5.1 Powers, duties and functions of the Council 

 
 

The following functions, powers and duties are reserved for the Council – 
 
 

(a)       Approving budgets; 
 
 

(b) Determining service charges, fees and penalties; 
 
 

(c) Making funds available to give access to basic services for the poor; 
 
 
 

(d) Providing for bad debt in line with the payment record of the community, as reflected in 

the financial statements of the Municipality and chapter 3 of the Local Government: 

Municipal Property Rates Act.  The bad debt provision should at least reflect the 

increase in debtors during the previous financial year. The amount provided for as bad 
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debt can only be reduced by the amount provided for working capital; 

 
(e) Determining whether an overdue amount is irrecoverable; 

 
 

(f) Setting targets for debt collection, in line with acceptable accounting ratios.  Such targets 

shall be set in respect of the debtors’ turnover rate the Council wishes to attain as well as 

the reduction of arrears debtors on balance sheet date; 
 
 

(g) Annually reviewing this policy together with the consideration and adoption of the budget; 
 
 

(h) Approving a reporting framework for credit control and debt collection; 
 
 

(i) Considering and adopting by-laws to give effect to this policy; 
 
 

(j) Monitoring the performance of the Municipal Manager regarding credit control and debt 
collection; 

 
 

(k) Revising the budget as per the MFMA should the Council's targets for credit control and 
debt collection not be met, 

 

(l) Taking disciplinary and/or legal action against  councillors,  officials and agents of  the 

Municipality who do not execute this policy and by-laws adopted to give effect to this 

policy or who act improperly in terms of this policy and such bylaws; 
 

(m) Delegating authority to monitor and execute the credit control and debt collection policy 

to the Executive Mayor and the Municipal Manager;  

(n) Approve writing off, of irrecoverable and/bad debts in line with 5.5.2 (b) below and 
 
 

(o) Providing funds for the training of staff involved in debt collection. 
 
 
 

5.2 Duties and functions of councillors 
 

 
5.2.1 Councillors must – 

 

 
(a) convey the Council’s policies to debtors; 

 
(b) encourage debtors to meet their obligations towards the Municipality; 
 

 
(c) regularly meet with their constituencies to provide feedback to them on 

 

Council matters; and 
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(d) adhere to the Council’s policy. 
 
 

5.2.2 A councillor who issues a false certificate or declaration relating to the status of an 

applicant for registration as indigent or a registered indigent debtor shall be 

deemed to have contravened the Code of Conduct for Councillors. 

 5.2.3 The municipality may deduct any outstanding amounts from a councillor’s 

allowance after three (3) months 

 5.2.4 The normal credit control procedures shall also be applied to any arrear account 

of a councillor. 

 
5.2.5 Ward councillors must ensure that – 

 

(a) copies of this policy and bylaws are made available to the members of the 

ward committees; 

(b) the contents of this policy and procedures are explained to such ward 

committee members; 

(c) such  ward  committee  design,  adopt  and  implement   a  strategy  for 

popularizing this policy and procedures within her/his ward; 

(d) ward committee  members  actively  encourage  people  to  meet  their 

obligations to the Municipality; and 

(e) ward committee members who are liable for service charges and/or rates 

meet their obligations to the Municipality. 
 
 

5.3 Duties of the Speaker 
 

5.3.1 The Chief Financial Officer shall within seven  working days after the  due date 

submit  a  written  report  to  the  Speaker  and  the  Municipal  Manager  detailing 

particulars of any and all overdue amounts owing by councillors. 

5.3.2 The Municipal Manager shall engage with the relevant councillors with a view to 

secure payment of any overdue amounts and inform the Speaker of the results 

she/he achieved within seven working days of receipt of the report of the Chief 

Financial Officer. 
 

5.3.3 The Speaker shall, as soon as practicably possible after receipt of the Municipal 
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Manager’s report comply with item 13 of the Code of Conduct for Councillors 

contained in Schedule 1 to the Municipal Systems Act as amended. 
 

5.3.4 The period referred to in 5.3.3 above should not exceed 2 (Two) months 
 

5.4 Duties, powers and functions of the Executive Mayor 
 

 
 

The Executive Mayor shall – 
 

(a) oversee and monitor the implementation and enforcement of this policy and the 

by-laws adopted to  give effect to this policy and the performance of the 

Municipal Manager in implementing the policy and any by-laws; 
 

(b) evaluate implementation of this policy and such by-laws, in order to improve 

efficiency of the  Municipality’s  credit  control   and  debt  collection  

mechanisms,  processes  and procedures; 
 

(c) at such intervals as determined in terms of this policy report to the Council with 

regard to her/his duties in terms of paragraphs (a) and (b); 

 
(d) on  receipt  of  a  monthly  budget  statement  or  the  mid-year  performance  report  

issue appropriate  instructions  to  the  Municipal  Manager  to  ensure  that  

revenue  collection proceed in accordance with the budget; and 

 

(e) ensure that when an annual budget is tabled it is accompanied by a document  

setting forth measurable performance objectives for revenue from each source and 

for each vote in the  budget, taking into account the Municipality's integrated 

development plan and any proposed amendments to this policy 

 
 
 

5.5 Duties, functions and powers of the Municipal Manager 
 

 
 

5.5.1   The Municipal Manager shall – 
 

 
(a) implement sound customer care management systems; 

 

(b) implement  the  Council's  credit  control  and  debt  collection  policy  and 

bylaws; 
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(c) install and maintain an appropriate accounting system; 
 
 

(d)       bill debtors; 
 

(e) demand payment from debtors on due dates; 
 
 

(f) raise penalties for defaulting debtors; 
 

 
(g) appropriate (allocate) payments received; 

 

 
(h) collect overdue amounts; 

 

 
(i) provide for different payment methods; 

 
(j) determine credit control and debt collection mechanisms and measures; 

 

(k) determine all relevant work procedures regarding, amongst other things, 

public relations, making arrangements for paying off debt owing to the 

Municipality, disconnection of services due  to defaulting on payment for 

services   rendered,   summonses,   attachments   of   assets,   sales   in 

execution, writing off of irrecoverable debts, sundry debtors and legal 

processes; 
 

(l) subject to the Municipality’s supply chain management policy, appoint 

debt collectors to collect overdue amounts; 
 

(m) set performance targets for staff with regard to debt collection; 
 

(n) appoint staff to execute this policy and the by-laws; 
 

 
(o) determine control procedures; 

 

(p) provide sufficient capacity in the Municipality’s administration for  credit 

control and debt collection; 

(q) monitor contracts with service providers in connection with credit control 

and debt collection; and 
 

 
(r) report to the Council regarding debt collection. 

 

 
 

5.5.2 The Municipal Manager may – 
 
 

(a) delegate any function or duty vested in, or conferred upon, her/him in 
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terms  of  the  policy  to  only the  Chief  Financial  Officer  subject  to   

such conditions, directions and limitations as she/he may determine, 

provided that such delegation – 

 
(i) must be in writing; 

 

 
(ii) may include the power to sub-delegate such function or duty; 

 

(iii) does not   divest  the   Municipal   Manager  of  the  responsibility 

concerning the performance of the function or duty; and 
 

(iv) must be reviewed when a new Municipal Manager is appointed 

and when a new Chief Financial Officer is designated. 
 

(b) after consultation with the Chief Financial Officer declare any overdue 

amount irrecoverable and write it off, within the provision for bad debt 

made by the Council. 
 
 

5.5.3 The  Municipal  Manager  shall,  after  consultation  with  the  managers  who  are 

directly  accountable  to  her/him,  implement   a  marketing  strategy  aimed  at 

encouraging debtors who receive services measured by credit meter to switch to 

prepaid metering of services. 
 

 
 

5.6 Duties, functions and powers of the Chief Financial Officer 
 

 
 

The Chief Financial Officer – 
 
 

(a) shall perform such functions, exercise such powers and discharge such duties in 

respect of credit control and debt collection as – 

 

(i) the Council, Executive Mayor or the Municipal Manager may delegate or 

assign to her/him from time to time; 
 
 

(ii) has been assigned or delegated to her/him in this policy and the bylaws 

giving effect to this policy; 
 

(b) shall advise the Municipal Manager with regard to the recoverability of overdue 
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amounts and its writing off; and 
 

(c) may  determine  a  scoring  or  other  evaluative  mechanism  or  model  to  be  

used  in managing, underwriting and pricing credit risk, provided that such 

mechanism or model is not founded or structured upon a statistical or other 

analysis in which the basis of risk categorization,  differentiation  or   assessment  

is  a  ground  of  unfair  discrimination prohibited in section 9(3) of the Constitution. 
 

 
 

5.7 Conduct of staff members involved in credit control and debt collection  
 
 Municipal staff 

 

(a)  Section 10 of Schedule 2 of the Municipal Systems Act, Act 32 of 2000 as amended, stipulate 

as follows: 

 “a staff member of a municipality may not be in arrears to the municipality for rates 

 and services charges for a period longer than three (3) months, and a 

 municipality may deduct any outstanding amounts from a staff member’s salary 

 after this period”. 

 
(b) The normal credit control procedures shall also be applied to any arrear account of a municipal 

staff member subject to 5.7 (a) above and Section 34 (1)(a)(b) of the Basic Conditions of 

Employment, Act 75 of 1997 as amended read with Section 52 of the Municipal Systems Act, 

Act 32 of 2000 as amended. 

 
5.8 No staff member who – 

 
(a) performs a credit risk assessment of any prospective consumer; 

 
(b) considers an application by a debtor for the  postponement of the due date for the 

payment of an account; 
 
 

(c) considers an application of a debtor to be registered as indigent; or 
 

(d) considers an application by a debtor to pay off arrears debt 
 
 

shall disclose any personal and private information regarding such prospective consumer or 

debtor she/he may obtain in the  course of the discharge  of her/his duties or the exercise of 

her/his powers to any person other than her/his supervisor, the Chief Financial Officer or the 

Page 92 of 328



16 
 

Municipal Manager except – 
 

(i) in  terms  of  item  13  of  the  Code  of  Conduct  of  Municipal  Staff  Members 

contained in Schedule 2 of the Systems Act; or 
 

(ii) when ordered to do so by a court or other competent tribunal. 
 
   
 PART 3:  CREDIT CONTROL MEASURES 
    

 
 

6. APPLICATION FOR SERVICES 
 

 
 

6.1 A prospective consumer who requires a municipal service must – 
 
 

(a) must request the owner of the property to apply in writing for the relevant service 

on the prescribed application form at least five working days prior to the service 

being required; and 
 
 

(b) The owner must enter into a written consumer agreement with the Municipality. 
 
(c) When the applicant is not the owner of the property to which the services are to be 

provided, NO account will be opened unless the owner of the property applies in 

writing on the prescribed form.   

 
(d) Be informed that NO account will be opened if there is an existing account with an  

           outstanding balance on the same property. 

 
  

6.2 An applicant shall have a choice to have any credit water or electricity consumption 

meter at the premises where she/he requires the service to be rendered, to be replaced 

with a prepayment water and/or electricity consumption meter at his/her cost. 
 
 

6.3 A separate application must be lodged and a separate consumer agreement entered into 

in respect of each premises occupied by the owner, provided that where two or more 

adjacent premises are utilized as if they have been consolidated, the Chief Financial 

Officer may permit one application to be lodged and one o w n e r / consumer 

agreement to be entered into in respect of all such premises. 
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6.4 If the applicant is a natural person, she/he shall disclose – 
 
 

(a) the name, postal and physical address and telephone number of a relative who 

does not ordinarily form part of her/his household on the application form; 
 
 

(b) if applicable, details of her/his employment and employer; and 
 
 

(c) details of at least two other creditors. 
 

6.5 An applicant shall authorize the Municipality to make such enquiries with regard to 

 her/his creditworthiness as may be reasonable.  Should the Chief Financial Officer, after 

 having enquired into the applicant’s creditworthiness be of the opinion that the applicant 

 poses an unacceptable credit risk she/he may require the applicant to apply for the 

 installation of prepaid meters at the premises where the services are required.  If the 

 applicant  who  poses  an  unacceptable  credit  risk  is  not  the  owner  of  the  premises 

 concerned,  the applicant shall be required to obtain and furnish the Chief Financial 

 Officer  with  the  owner’s  written  consent  that  any  credit  metering  equipment  on  the 

 premises be replaced with prepaid meters. 

 
 

6.6 Anyone who consumes services without having applied for the provision of such services 

and/or failed to conclude an o w n e r / consumer agreement may be subject to punitive 

action in addition to any other steps the Municipality may take. 
 

6.7 An application for municipal services on behalf of a person other than a natural person 

shall be accompanied by a written resolution of the governing body of such person 

authorizing  the  applicant  to  apply  for  the  services  in  question  and  to  conclude  an 

owner/consumer agreement. 
 

6.8 An applicant for services shall, in respect of services and rates payable, be encouraged 

to provide the Municipality with – 
 
 

(a) a debit order if she/he has a banking account; or 
 
 

(b) a stop-order against her/his salary if she/he is employed. 
 
 

7. CONSUMER AGREEMENTS 
 
NO consumer agreements will be allowed or entered into with tenants 
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7.1 This  policy  and  any  relevant  bylaws  shall  be  deemed  to  be  part  of  a  consumer 

agreement between the Municipality and a .the owner. 
 
 
 
 
 

7.2 A consumer agreement shall include – 
 
  

(a) an undertaking by the debtor that she/he accepts liability for the costs of collection 

of any debts owing to the Municipality, including any administration fees, penalties 

for late payment, legal costs, interest on overdue amounts, disconnection fees and 

reconnection fees; and 
 

(b) an undertaking by the Municipality that it will deliver accounts to the consumer. 
 
 

7.3 Non-receipt of an account shall not be a defense for non-payment of a debt in any 

proceedings regarding the collection of such debt. 
 
 

8. DEPOSITS AND GUARANTEES 
 

 
 

8.1 A consolidated consumer deposit is payable when – 
 

 
 

(a) a new consumer applies for services to be provided to her/him; or 
 

 
 

(b) an existing consumer moves to a new supply address; and 
 
 

(c) water and/or electricity consumed at the premises concerned is measured by 

credit meter and the applicant does not choose to have these replaced with 

prepaid meters. 
 
 

8.2 A registered indigent debtor, the State and the occupier of premises where consumption of 

all metered services are measured by prepaid meter shall not be required to pay a 

consumer deposit, provided that – 
 

(a) a deposit paid by a debtor who is subsequently registered as indigent shall not be 

refunded for that reason; 
 

(b) a deposit paid in respect of premises where all credit meters have been replaced 
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with prepaid meters shall not be refunded for that reason; and 
 

(c) an indigent debtor who is deregistered as such shall pay the required deposit 

within 30 days after having been notified in writing that her/his registration as an 

indigent debtor has been cancelled. 
 

8.3 The Chief Financial Officer may authorise a debtor who conducts a business, industrial 

or commercial undertaking to furnish a guarantee in lieu of a deposit if the amount of the 

deposit payable in respect of the premises where such business, factory or commercial is 

conducted  exceeds such amount  as she/he may determine from time to time.  Such 

guarantee shall be in the form the Chief Financial Officer may determine. 

8.4 The amount of a consumer deposit shall be equivalent to an amount equal to the highest 

two months consumption of all services the consumption of which is measured by credit 

meter plus sewage services and solid waste removal services at the premises where 

the services are required or an amount determined by council, whichever is the greater, 

provided that – 
 

(a) a non-citizen who does not own the premises in respect of which the application 

for services is made, shall be required to pay a deposit equal to the highest 

three months consumption of services; and 
 

(b) if enquiries regarding the creditworthiness of an applicant for services reveals that 

the applicant may pose an unacceptable credit risk and she/he does not wish to 

have any credit meters at the premises replaced by prepaid meters, the deposit 

required shall be equal to the highest three months consumption of services. 
 

8.5 The Chief Financial Officer shall as often as is necessary, but at least once during a 

financial year, assess the deposits and guarantees held by the Municipality and adjust 

such deposits and guarantees to the amount referred to in paragraph 8.4(a) or (b), as the 

case may be, provided that she/he may at any time increase the consumer deposit in the 

case of a habitual defaulter to h i gh e s t  three months’ consumption of services at the 

premises where the services are rendered.   Any amount (exceeding R 50) due to 

supplement a deposit pursuant to such adjustment shall be – 
  

(a) raised on the debtors’ system; 
 

(b) indicated on the next account after the adjustment has been made; and 
 

(e) due together with the other debts indicated on the account concerned. 

Page 96 of 328



20 
 

 
8.5.1 After the initial deposit is paid, businesses deposits will be adjusted after three (3) 

              months to the highest two (2) months consumption. 
 

8.6 The consumer deposit paid by a debtor shall be refunded upon closing of the consumer 
account when all outstanding monies due to the Council have been paid in full.   Any 
balance of a deposit a refund of which has not been claimed within one year after the 
closing of the consumer account to which that deposit relates shall be forfeited to the 
Municipality, provided that such forfeited sum shall be paid to the person who paid the 
deposit upon her/his satisfying the Chief Financial Officer as to her/his identity or another 
person who has satisfied the Chief Financial Officer that she/he is entitled to have the 
payment made to her/him. 

 
 

8.7 No interest shall be paid in respect of a consumer deposit held by the Municipality. 
 
 

8.8 Whenever  a deposit or an amount due to supplement an existing deposit is paid by 

cheque which is subsequently dishonoured by the bank on which it is drawn or by debit 

order held by the Municipality which is rejected, - 
 
 

(a) services supplied to the premises concerned shall be discontinued immediately; 
 
 

(b) written notice explaining the reason for the disconnection/discontinuation shall be 

left at the premises; and 
 
 

(c) the debtor concerned shall be required to pay the amount of the deposit, plus any 

costs incurred by the Municipality in respect of the transaction and disconnection 

and reconnection fees, in cash or by bank guaranteed cheque within seven days. 
 
 

8.9 In this paragraph “services” means electricity and water which is measured by means of a 

credit meter, waste water services and solid waste services. Where electricity 

consumption at the premises is measured by a prepaid meter, “services” shall mean 

water which is measured by means of a credit meter, waste water services and solid 

waste services. 

8. Municipal employees are exempted  from paying consumer deposits as all debt owed are 

recovered from their salary/pension when employees leaves the service of the municipality. 
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9.        ACCOUNTS AND BILLING 
 
9.1 The municipality will provide consumers timeously with monthly accounts in order to allow a 

fourteen (14) calendar day for residential and seven (7) calendar days for business and 

commercial payment period before the due date. The account serves as a notification that 

services will be terminated unless payment is received on or before due date. 

   

9.2 Consumer and rates accounts shall be prepared and rendered in meter reading cycles. 
 

9.3 The first consumer and rates account after a consumer agreement was concluded shall 

be  rendered  after  the  first  meter  reading  cycle  following  the  date  of  signing  the 

agreement. 
 

9.4 A  debtor  will  receive  one  consolidated  consumer  account  for  all  municipal  services 

rendered to premises by the Municipality provided that water or electricity consumption at 

the  premises  concerned  are  measured  by  credit  meter.    A rates account shall be 

rendered to the owner of the premises concerned.  Any other account shall be rendered 

to the debtor concerned. 

9.5 Consumer and rates accounts will be rendered each month in cycles of approximately 30 

days.  Any other accounts shall be rendered in terms of the relevant policy or contract, as 

the case may be. 
 
 

9.6 The Municipality shall cause consumer and rates accounts to be delivered by post or the 

consumer may opt for latest electronic deliveries to all account holders provided that 

the Municipality shall not be obliged to– 
 

 
 

(a) distribute any account to registered indigent debtors if the subsidy granted by the 
 

Council fully covers the consumption of services and rates; 
 

(b) distribute   accounts   for   services to   debtors   where   water   and electricity 

consumption is measured by means of prepaid meters. 

(c) distribute an account with zero balances 

 
9.7 Non-receipt of an account – 
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(a) or acceptance of accounts does not relieve a customer of the obligation to pay any 
amount due and payable. 
 

(b) does not prevent interest to be charged on any overdue amount; or 
 

(c) does not prevent debt collection procedures to be instituted against the debtor 
 concerned. 

 
 

The onus rests on the debtor to obtain a free copy of any account she/he has not 

received, on or before the due date. 
 

9.8 Accounts rendered by the Municipality must be paid, and payment received by the 

Municipality, on or before the due date.  Interest in the form of  s imple interest shall 

accrue on any overdue amounts irrespective  of  the  reason  for  non-payment  unless  

the  Chief  Financial  Officer  has granted, on application of the consumer concerned, a 

postponement in respect  of the due date.  In the case of any electronic payments or 

payments via agents, the money must be transferred three working days before the 

due date on the 7th of each month. It is the responsibility of the owner to send 

through proof of payment to the municipality if account is paid by electronically 

or vending channels. 

9.9 A debtor may apply for a postponement of the due date.  The Chief Financial Officer may 

postpone the due date on application by a debtor.  No postponement may be granted if – 
 
  

(a) the consumer agreement between the Municipality and the debtor has been 

 concluded within three months prior to the application having been received; 
 

 
(b) during the six months immediately preceding the application for postponement – 

 

 
(i) the debtor has defaulted on the payment of her/his account; or 

 
 

(ii) the  debtor  has  offered  payment  by  means  of  cheque  that  has  been 

dishonored by the bank on which it was drawn; or 

 

(iii) a  debit  order  granted  by  the  debtor  to  the  Municipality  was  returned 

unpaid; 

 
(c) the debtor is registered as indigent; 

 
 

(d) the debtor has failed at any time to comply with an agreement between her/him 
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and  the  Municipality  regarding  the  payment  to  the  Municipality  of  overdue 

amounts; or 
 
 

(e) another application for  postponement of the due date by the same debtor has 

been granted during the past six months immediately preceding the application. 
 
 

9.10 The Chief Financial Officer shall ensure that adequate record is kept of all applications 

for postponement of the due date as well as the conditions and return date of any such 

applications that are granted. 

9.11 The  owner  of  premises  may,  if  she/he  is  not  the  occupier  thereof,  request  the 

Municipality  in  writing  to  supply  to  her/him  a  duplicate  of  every  consumer  account 

rendered in respect of a premises she/he owns.  The Municipality shall provide a copy of 

every consumer account on receipt of the applicable fee for duplicate accounts to the 

owner of premises who has applied in writing to receive such copy. 

 
 

10. JOBBINGS (Work for third parties at request) 
 
 

10.1 Whenever a request for the provision of a service or the execution of work in respect of 

which  the  Municipality  did  not  determine  a  tariff  (except  an  emergency  service)  is 

received the relevant departmental head shall forthwith prepare and submit a quotation 

for providing the service or executing the work to the requester. 

 
10.2 No material may be acquired or provided and no work executed for a third party unless – 

 

 
 

(a) the requester has accepted the quotation in terms of paragraph 10.1 in writing; 
 

and 
 
 

(b) the Chief Financial Officer notified the departmental head concerned that the 
amount of the estimated costs of the material or work has been paid or provided 
for in another manner. 

 
 

10.3 If payment has been made in advance and it becomes clear to the Chief Financial Officer 

or the departmental head concerned that the cost of the work or material will exceed the 

amount of such payment, the departmental head must cease performing the work or 

providing the material until permission to continue had been received from the Chief 
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Financial Officer. 
 
 
 

11. INSOLVENT DEBTORS AND DEBTORS UNDER ADMINISTRATION 
 

 
 

11.1 The Chief Financial Officer shall take all reasonable steps to ensure that the Municipality: 
 

 

(a) is informed timely of the insolvency of and administration orders issued against 

any debtors of the Municipality; and 

 
 

(b) register as a creditor in terms of section 43 of the Insolvency Act 1936 (Act No 

24 of 1936); or 

 
(c) file a claim in terms of section 74G or 74H of the Magistrates’ Courts Act 1944 

(Act No 32 of 1944), as the case may be, in respect of any debtor against whom 

an administration order was granted. 

 

11.2 The  Chief  Financial  Officer  may,  upon  learning  that  a  sequestration  order  or  an 

administration  order  has  been  issued  in  respect  of  a  debtor,  restrict the water supply 

to 10kl and the electricity circuit breaker to 50 amperes after giving 14  days written  

notice  of  her/his  intention  to  the  debtor  or  the  (provisional)  trustee  or  the 

administrator of the debtor’s estate. 
 

 
 

11.3 The services rendered to the premises in terms of paragraph 11.2 shall remain restricted 

unless the debtor’s trustee or administrator, as the case may be, concludes a consumer 

agreement on behalf of the debtor with the Municipality or authorizes the debtor in  

writing to conclude such an agreement.   The Municipality shall,  when a new consumer 

agreement is concluded in terms  of  this  paragraph  replace,  at  the debtor’s  cost,  any  

credit  meter  at  the premises concerned with a prepayment meter. 

 

11.4 A consumer agreement concluded  by a trustee or administrator on behalf of a debtor 

shall  be  cancelled  and  a  new  consumer  agreement  entered  into  with  the  debtor 

concerned  when  the  Municipality  receives  written  notification  that  the  debtor  was 

rehabilitated (in the case of an insolvent debtor) or the administration order has been 

executed and satisfied. 
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12. METERING OF ELECTRICITY AND WATER CONSUMPTION 
 

12.1 The Municipality may introduce various metering systems to measure the consumption of 

water and electricity supplied to premises. 
 

12.2 The  Municipality  may  at  any  time  require  a  habitual  defaulter  to  convert  from  one 

metering system to another.  Such conversion shall be carried out at the cost of the 

consumer concerned. 
 

12.3 Prepaid metering ( S p l i t  M e t e r i n g )  systems are the preferred metering installation 

for all new domestic and smart metering in appropriate cases, business accounts. 

Consumers shall be encouraged to voluntarily convert to prepay metering.   Whenever a 

debtor requests the conversion to prepay metering such conversion shall be carried out at 

the debtor’s cost. 
 

12.4 Credit consumption meters will be read monthly.  Should circumstances prevent reading, 

the Municipality is entitled to estimate a reading that is within reason comparable to past 

consumption. 

12.5 A debtor is responsible for ensuring access to metering equipment at a time that is 

 agreeable between her/him and the Municipality’s meter readers.  If the Municipality 

 cannot access metering equipment on a regular basis the debtor will be liable for any cost 

 the Municipality may incur to ensure access to such equipment, including the cost of 

 relocating the meter concerned. 

 

12.6 A debtor who cannot make a reliable arrangement with the Municipality’s meter reading 

personnel may, by written agreement with the Municipality, take such readings of meters 

as may be required and provide same telephonically to the Municipality.  Such an 

agreement shall stipulate that the Municipality – 

 
 

(a) shall obtain any final reading should the debtor move to another supply address; 
 

(b) shall have the right to  obtain an audit reading once during every six months 

during the normal reading cycles of the Municipality; 
 

 

(c) is entitled to cancel the agreement by written notice to the debtor if she/he fails to 
ensure that an audit reading is obtained or to render readings on two consecutive 
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occasions. 
 

12.7 Routine or special maintenance of metering equipment will be communicated to the 

debtor concerned. Whenever  it  becomes  necessary  to  replace  a  credit  meter,  

technical department (HOD) shall in writing inform the Chief Financial Officer when such 

meter has been replaced.  The notice informing the Chief Financial Officer of the 

replacement of a meter shall indicate the final reading of the meter that was 

removed and the commencement reading of the meter that was installed, if another 

credit meter was installed. 
 

12.8 The Municipal Manager shall, after consultation with the Chief Financial Officer, set 

targets relating to the accuracy of meter readings to be achieved by the meter readers. 

The Chief Financial Officer shall make such arrangements for the monitoring of meter 

reading services as may be necessary. 

 
13. STAFF AND COUNCILLORS IN ARREARS 
 
13.1 Item 10 of Schedule 2 to the Act states that: - “A staff member of the Municipality may not 
 be in arrears to the Municipality for rates and service charges for a period longer than 
 three months and a Municipality by deduct any outstanding amounts from a staff members 
 salary after this period.” 

 

13.2 The Municipality shall liaise with the relevant staff on repayment of their arrears and issue 
 the necessary salary deduction instruction where appropriate. 

 

13.3 Item 12A of Schedule 1 to the Act states that: - “A Councillor may not be in arrears to the 
 municipality for rates and service charges for a period longer than three months.” 

 

13.4 The Municipal Manager shall liaise with the Speaker and issue the necessary salary 
 deduction instruction where appropriate. 

 

 
    
 PART 4:  DEBT COLLECTION PROCEDURES 
    

 
14. PAYMENT FACILITIES AND METHODS 

 
 

14.1 The Municipal Manager shall ensure that an adequate number and range of municipal 

payment and enquiry facilities are provided and maintained subject to acceptable levels 

of activity when compared to operational costs. The Municipal Manager shall actively 

monitor the effectiveness of payment facilities, methods and convenience for debtors. 
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14.2 Subject to the Municipal Manager’s determination as to the range of settlement options 

available, a debtor may settle a debt owing to the Municipality by - 
 

(a) cash payment at a pay point of the Municipality; 
 

 

(b) posting by pre-paid ordinary post to the Municipality postal orders; 
 

 

(c) stop-order in favour of the Municipality against her/his bank account or salary; 
 

 

(d)      debit order; 
 

 

(e) credit or debit card; or 
 

 

(f) direct electronic transfer or deposit into the Municipality’s bank account. 
 

 
14.3.1 Allocation of payment to account will be from oldest debt to the current. 

 
 
 

14.4 Any agent used for transmitting payments to the Municipality is at the risk and cost of the 

debtor concerned.  In addition the debtor must take into account the transfer time of the 

particular agent. 

 
15. AGREEMENT WITH EMPLOYERS 

 

15.1 Section 103 of the Systems  Act reads as follows: - 

 

 “A Municipality may: 

 

(a) with the consent of a person liable to the Municipality for the payment of rates or other 
taxes or fees for municipal services, enter into an agreement with that person’s 
employer to deduct from the salary or wages of the person – 

 

(b) any outstanding amounts due by that person to the municipality; or 

(c) such regular monthly amounts as may be agreed.” 

 

15.2 The onus to introduce such arrangements remains with each employer / employee. 

 

15.3 A collection commission may be payable to the employer as determined from time to time. 
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16. CONTESTING OF ACCOUNTS 
 
 

16.1 A debtor may contest an account, provided that an account that has not been contested 

within 3 months of the date of its issue shall be deemed to be correct. 
 

 
16.2 A debtor contesting an account of the Municipality may do so – 
 
 

(a) in writing addressed to the Municipal Manager; 
 
 

 

(b) telephonically; or 
 
 

 

(c) in person at any customer care office provided by the Municipality. 
 
 

16.3 A debtor who has lodged an enquiry in connection with an account or who is contesting 

an account is not relieved of the responsibility to maintain regular payment of the account 

concerned.  An interim payment equal to the average account of that debtor over the last 

three months must be paid by the due date pending finalisation of the enquiry.  Failure to 

make a payment will result in debt collection action been instituted against the debtor. 
 
 

16.4 Depending  on  the  nature  of  the  enquiry  and  the  resources  available,  an  enquiry 

regarding an account must receive a response within 5 working days. 

 
17. AUTHORISED MECHANISMS OF DEBT COLLECTION 

 

 
The Municipal Manager may institute the following mechanisms - 

 

 
(a) Disconnection / restriction of water and/or electricity for overdue amounts; 

 
 

(b) Barring of prepayment services to debtors who are in arrears with other services, 

 including assessment rates account related to the property irrespective in whose name 

 the account is; 

 
(c) Allocating a portion of any payment for prepayment services to overdue amounts; 
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(d) Insisting on pre-paid supply meters being installed at the cost of the debtor; 

 
 

(e) Emolument attachment orders on debtors’ salaries; 
 
 

(f) Legal process, including the attachment and sale of property; 
 
 

(g) Withholding payments of grants-in-aid; 
 
 

(h) Withholding payment on contracts; and 
 
 

(i) Any other method authorised by the Council from time to time. 
 

 
 

18. COMMENCING THE DEBT COLLECTION PROCESS 
 
 

18.1 As soon as is reasonably possible after the due date on which consumer and  rates 

accounts for any month should have been paid, the Chief Financial Officer shall cause a 

customer age analysis to be prepared indicating accounts and amounts owing to the 

Municipality for 30, 60, 90, 120 and more than 120 days, separating accounts - 
 
 

(a) where electricity consumption is  measured by means of a prepaid  meter from  

accounts where electricity consumption is measured by credit meter; and 

 
 

(b) where the Municipality is not the electricity supplier. 
 

 
 
18.2 The Chief Financial Officer shall cause notice to be given to the debtor concerned – 

 
 

(a) in the case of debts relating to the supply and consumption of electricity to and on 

premises, in terms of section 11 of the Electricity Act 1987 (Act No 1 of 1987); 

(b) in the case of debts relating to the supply of sewage to and the supply and 

consumption water services to and on premises, in terms of section 4 of the 

Water Services Act 1997 (Act No 108 of 1997) 

 

(c) in the case of debts arising from property rates, by giving seven (7) days written 

notice to the owner; 
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(d) in  the  case  of  a  debt  arising  from  a  contractual  relationship  between  the 
 

Municipality and the debtor, in terms of the relevant contract; and 
 

 
(e) in any other case, by seven (7) days written notice. 

 

 
 
18.3 A notice in terms of par 17.2 must - 
 

 
(a) state that the account is in arrears; 

 
 

(b) demand payment of the full amount within the periods mentioned in par 17.2; 
 

(c) invite  the  debtor  to  visit  the  Municipality  and  to  make  arrangements  for  the 

payment of the amount; and 
 

(d) state  that  services  to  the  premises  to  which  the  account  relates  shall  be 

discontinued or restricted should the debtor fail to take action. 

 

 

 

 
19. REFUSAL TO RENDER CERTAIN SERVICES WHEN ACCOUNT IS IN ARREARS 

 

19.1 The Municipality may refuse to render any service which a user is required to pay for only if  

she/he  utilises  the  service  if  any  amounts  that  debtor  owes  the  Municipality  are 

overdue.  Such services include, but are not limited to – 
 
 

(a) consideration and approval of a building plan; 
 
 

(b) conducting any inspection of construction work; 
 
 

(c) removal of garden refuse or building rubble from the property concerned; and 
 
 

(d) issuing a certificate condemning food as unfit for human consumption. 
 
 

19.2 The Municipality shall not award any contract for the supply of any goods, the execution of 

any work or the provision of any service to or on behalf of the Municipality to any 

supplier – 
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(a) who is in arrears with any debt owing to the Municipality; or 

 
(b) who has not made arrangements for the settlement of overdue amounts owing to 

the Municipality; or 

(c) who has made arrangements for the settlement of overdue amounts owing to the 
Municipality  but  who   has  defaulted  on  the  terms  and  conditions  of  such 
agreement; or 

 

(d) who has offered a cheque in payment of any instalment in terms of an agreement 
to pay an overdue amount and such cheque was dishonoured by the  bank on 
which it was drawn; or 

 
(e) who has signed a debit order against her/his  bank account for payment of an 

instalment in terms of  an agreement to pay overdue amounts and such debit 
order was returned unpaid. 

 
 

20. RESTRICTING AND DISCONTINUING SERVICE PROVISION 
 

20.1    Whenever  a  debtor  fails  to  take  appropriate  action  following  a  notice  in  terms  of 

 paragraph 17 the Chief Financial Officer shall take the necessary steps to – 

  

(a) block the purchase of electricity coupons and/or water tokens from any vendor, if 

 the debtor concerned obtains electricity or water by means of a pre-paid meter; or 
 

(b) disconnect the electricity   supply   to   the   property   concerned   if   electricity 
consumption is measured by means of a credit meter; or 

 
(c) restrict or discontinue water supply to the property if – 

 
 

(i) the debtor does not purchase electricity from the Municipality; or 
 
 

(ii) the amount outstanding is not paid within seven (7) calendar days after the 

 electricity supply to the property was disconnected; or 

 
 (iii) the purchasing of electricity coupons have already been blocked. 

 

20.2 The Chief Financial Officer shall cause a written notice of the action taken in terms of 

paragraph 19.1 to be left at the premises concerned.  Such notice shall - 
 

(a) state that the relevant service shall be reconnected or reinstated as soon as the 

debtor has – 
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(i) paid the amount owing to the Municipality; or 

 
(ii) has made suitable arrangements for paying any such amount; 

 
 

(b) inform the debtor – 

 

(i) that the relevant service may only be reconnected or reinstated by the 

authorised officials of the Municipality; 
 

(ii) that any tampering with or reconnection of the service concerned shall 

expose her/him to legal action; 
 

(iii) that she/he shall be liable for the disconnection and reconnection fee 

relating to the disconnection or restriction of the service concerned; and 
 

(c) invite  the  debtor  to  visit  a  customer  care  office  of  the  Municipality  to  make    

 arrangements for the payment of the overdue amount. 

 

 

20.3 Notwithstanding the provisions of paragraph 20.2 (a) the Chief Financial Officer shall 

cause a written notice of the action taken in terms of paragraph 20.1 (c) to be left at the 

premises concerned.  Such notice shall state that the water supply shall be reconnected or 

reinstated a f ter  th ree months f rom the date  o f  payment  o f  by  debtor all 

amount owing in full including relevant penalties and reconnection fees. 
 
 
 
 

21. DEBT COLLECTION PROCEDURES WHERE PREPAYMENT METERING SYSTEMS 
ARE UTILISED 

 
21.1 The Municipality’s prepaid electricity metering system has a debt management facility. 

The debt management facility consists of various blocking stages, which can be utilised 

to collect overdue amounts. 
 

21.2 The Chief Financial Officer may cause a notification to be programmed into the system in 

respect of any debtor.  The notification will inform the debtor that coupons may be 

purchased only once after the notification has been displayed where after a complete 

block will automatically be put on the account.  To unblock the system – 
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(a) the overdue amount must be paid in full; or 

(b) arrangements must be made to pay off the overdue amount.  The complete block 

will only be removed after the arrangements have been captured on the system. 
 
 

21.3 As soon as the notification in terms of par 20.3 has been displayed once, the debtor is 

blocked from buying electricity due to overdue debt and can be unblocked when – 
 
 

(a) the overdue debt is paid in full; or 

 

(b) arrangements have been made to pay off the overdue debt.  The complete block 

will only be removed after the arrangements have been captured on the system 
 
 

21.4 An arrangement in terms of paragraphs 21.2(b) or 21.3(b) shall provide that - 
 

a) the debtor pays a  minimum monthly installment towards the settlement of any 

overdue  amounts  owing  to  the  Municipality  on  the  date  of  signing  of  the 

agreement, interest thereon and costs; 

 
b) the debtor shall, in addition to any  amounts in terms of paragraph (a), pay the 

 current monthly account in respect of the property concerned; 

 
c) the debtor may purchase only a limited amount of electricity, so as to  prevent 

 her/him from purchasing more than one week or one month’s electricity, as the 

 case may be, to avoid arrear payments; 

(d) should  the  debtor  pay  less  than  the  minimum  installment  or  fail  to  pay  any 

installment on or before  the due date the system will not allow the purchase of 

electricity; 

 
 

(e) should the debtor pay more than the agreed installment, the additional amount will 

be  credited  against  the  overdue  debt,  without  the  monthly  installment  being 

reduced; 

 
(f) the debtor  admits liability for the amount of the overdue debt, interest on the 

amount owing and costs as set out in the agreement; 
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(g) the debtor offers to pay the amount of the overdue debt, interest and costs for 

which she/he admits liability, in installments or otherwise; 

 

(h) the debtor undertakes on payment of any installment in terms of her/his offer to 

pay  the  collection  fees  for  which  the  Municipality  is  liable  in  respect  of  the 

recovery of such installment; and 

 

(i) the debtor agrees that in the event of her/his failure to carry out the terms of the 

agreement the Municipality shall, without notice to her/him, be entitled to apply for 

judgment for the amount of the overdue debt for which she/he admits liability, with 

costs, and for an order of the court for payment of the judgement debt and costs 

in instalments or otherwise in accordance with her/his offer. 

 
 
22. ARRANGEMENTS FOR PAYMENT OF OVERDUE AMOUNTS 

 
 

22.1 A debtor who cannot meet her/his obligations to the Municipality may enter into a written 

agreement with the Municipality regarding the payment of overdue amounts, provided 

that no organ of state shall be allowed to make such an arrangement. 
 

22.2 An agreement in terms of paragraph 22.1 shall apply only in respect of amounts overdue 

on the date on which the agreement is signed. 

 
22.3   Interest will not be levied on arrears for which a consumer has made a formal   
 arrangement. 
  

  22.4    Interest will only be levied on those arrears for which no formal arrangements  
  

           exist and/or arrears as a result of not complying with the said arrangements. 
 
22.5    No interest will be levied on arrear charges owing by indigent debtors. 
 
22.6    Interest on overdue amounts will be levied at prime plus 2% 
 
22.7 A debtor shall – 

 

(a) admit liability for the amount of the overdue debt, interest thereon and costs as set 

 out in the agreement; 
 

(b) offer to pay the overdue debt, interest  and costs for which she/he admits liability, in 

installments or otherwise; 

(c) undertake  on  payment  of  any  installment  in  terms  of  her/his  offer  to  pay  the 
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 collection fees for which the Municipality is liable in respect of the recovery of such 
 installment; and 

(d) agree that in the event of her/his failure to carry out the terms of her/his offer the 

 Municipality shall, without notice to her/him, be entitled to apply for judgment for 

 the balance of the overdue debt for which she/he admits liability, with costs, and for 

 an order of the court for payment of the judgment debt and costs in installments or 

 otherwise in accordance with her/his offer. 

(e) Alternatively, the Municipality may hand over such an account to its collection   

agencies or law firm for collection. 

(f) In the event that an agreement or an acknowledgement of debt has been signed 

with Municipality; the overdue capital amount will be capitalized and transferred to the loan 

account. 

(g) The loan account referred to in (f) above will be activated with the instalment 

amount agreed upon between the municipality and the debtor, in the event that the overdue 

capitalized amount is handed over to a debt collection agency or law firm; the debtor will 

enter into an agreement with the agency or law firm inclusive of the costs referred to in 22.7 

© and (d) above. 

(h) Where the Municipality has handed over a debtor to a Debt collection Agency or law 

firm; such Debt collection Agency or Law firm must submit a collection report to the 

Municipality on a monthly basis detailing the amount handed over; arrangement/agreement 

with the debtor; instalment amount, period of the agreement/arrangement and when the 

final instalment is due. 

(i) In the event of a handed over debtor; the Agency or Law firm shall make all 

necessary attempts to collect the handed over amount. 

(j) The Agency or Law firm must return all handed over files in the event: 

(i) That the debtor has passed on with no Estate or successor 

(ii) In the case of a non-domestic debtor-excluding all State Departments or 

Parastatals-the debtor has become insolvent or sequestrated with no prospects of 

success of any claim being pursued. 

(iii) That debt has prescribed or the file has been with the Agency Law firm for a period 

of more than three (3) with no success 

(k)      All debts and/or returned files referred to in 22.7 (j), read with clauses 5 (n) and 5.5 

(b) above has been satisfied, a written report must be tabled before the Municipal 

Council or its delegated authority for write offs. 
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23. ADDITIONAL CONDITIONS IN RESPECT OF DOMESTIC DEBTORS 

 
 

An agreement in terms of paragraph 22 shall, in the case of a domestic consumer, further 

stipulate that the debtor shall - 
 

a) pay  the  amount  owing,  interest  thereon  and  costs  as  stipulated  in  equal  monthly 

installments over a maximum period of 24 months, provided that – 
 

(i) the debtor pays 50% of the total debt upon signing of the agreement. 

 

 

(ii) a debtor whose gross monthly household earnings are less than R 5,000, may 

 pay such amount over a period of 36 months; and 
 

(iii) a debt which has arisen during a current financial year shall be repaid within that 

financial year; 
 

(b) regularly pay the current monthly account  in respect of the premises concerned on or 

before the due date; and 

(c) agrees to and shall bear the cost of converting any credit consumption meter to a pre-   

pay electricity meter. 

 

(d) Clause 23 (a) (i) above  and clause 24 (a) below are subject to  

 

(e) In the event of no Public participation programmes in line with resolution 3.1 has taken 

place after a period of three (3) months; the Speaker of Council must be notified in writing 

of the short coming and be allowed a period of 30 calendar days to respond failing which 

the amendments shall be implemented fully.  

 
(f) Council may at any time relax the provisions of sections of the policy and substitute them 
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with conditions which will be applicable for a determined period. 

 

(g) upon the expiry of the period mentioned in subsection (d) above, a report be tabled to 

Council for consideration of the implementation of subsection (a) (i), (ii) and (iii) or to 

determine any other appropriate action. 

 
 
24. ADDITIONAL CONDITIONS IN RESPECT OF NON-DOMESTIC DEBTORS 

 

An agreement in terms of paragraph 22 shall, in the case of a business, commercial and 

industrial consumer, further stipulate that the debtor shall- 
 

 
(a) pay 70% of the overdue amount, interest and costs upon signing of the agreement; 

 

(b) pay the balance of the overdue amount, interest and costs in equal installments over a 

period not exceeding 12 months; and 
 

(c) undertake  to  regularly  pay  the  current  monthly  account  in  respect  of  the  premises 

concerned on or before the due date. 

 

(d) Council may at any time relax the provisions of sections of this policy and substitute it with 

 conditions which will be applicable for a determined period. 

 

(l) upon the expiry of the period mentioned in subsection (d) above, a report be tabled to 

Council for consideration of the implementation of subsection (a) (i), (ii) and (iii) or to 

determine any other appropriate action. 

(m)  
   
 PART 5:  INDIGENT DEBTORS AND CHILD-HEADED HOUSEHOLDS 
    

 
 

25. INDIGENT ASSISTANCE SCHEME 
 

25.1 A debtor who meets the criteria contained in this paragraph may apply, in the prescribed 

manner, to be registered as indigent. 
 

 
 

25.2 A debtor may be registered as indigent if she/he meets the following conditions – 
 

 
(a) The applicant must be a natural adult person. 
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(b) The gross total monthly household income of all persons ordinarily residing at the 

premises concerned from all sources may not exceed an amount as may be 

determined by the council from time to time. 

(c) The applicant may not own, either on her/his own or together with other persons, 

more than one fixed property. 

(d) The applicant must ordinarily reside at the premises concerned 
 
 

25.3 An approved registered applicant remain enlisted until he/she applies in writing to be 

deregistered or be requested to apply to be deregistered from the indigent register. 

 

25.4 An application in terms of this paragraph shall be made on the prescribed application 

form and shall be accompanied by – 
 

(a) a sworn affidavit stating the gross total monthly household income of all persons 

ordinarily residing at the address concerned; 
 

(b) the applicant’s latest payslip, if she/he is employed and the latest payslip of any 

other persons ordinarily residing on the property concerned who are employed; 
 
 

(c) a certified copy of the applicant’s identity document; and certified copies of all  
      persons above eighteen years who ordinarily reside at the address concerned. 

(e) In the event that an application for Indigent is made by a successor, heir or guardian 
on behalf of the household who is not in possession of the letter of authority, the 
Applicant will have to complete the Indigent Special Approval Form, which must be 
accompanied by an affidavit from the Applicant. 
 

(f) Where the Applicant for Indigent is a divorcee, a certified copy of the decree of 
Divorce must accompany the application 

 

(f) a certificate issued by the applicant’s ward Councilor that the applicant is entitled  

      to be registered as indigent. 

 
(h) Verification form signed or issued by the Department of Labour 

 

25.5 A  completed  application,  together  with  the  certificate or Declaration  issued  by  the  

ward  councilor concerned  and  other  documents  required,  must  be  handed  in  at  any  

office  of  the Municipality. 
 

25.6 Upon receipt and approval of an application form enlisted consumers will qualify for the  
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            following services levels – 

 
 

25.6.1  Electricity 
 

Residential Consumers who purchase less than 150kwh in total per month on average will 

receive the first 50kwh, bringing the total electricity provided to a maximum of 200kwh per 

month, on a zero-based tariff, or as determined by Council from time to time.  Should the 

electricity purchased exceed 150kwh per month, then the free electricity portion will no 

longer be made available to the household.   

NOTE:  The electricity purchased of 150kwh per month is an average measured over the 

twelve months up to June of the completed financial year. 
 

25.6.2 Water 
 

(a) consumption is charged at the normal household tariff, which already include free 

 six (10)) Kilolitres per month. 

 

(b) a restriction of 10 kl per month shall be applicable to registered indigents. Where 

 the restriction of 10 kl per month is exceeded repeatedly for a period of two months 

 in a calendar year a restricted metered service will be installed to limit the water 

 consumption to 10kl. 

 

(c) a registered indigent may apply for a temporary suspension of the water restriction 

 in writing under special circumstances such as funerals and other ceremonies. The 

 applicable reconnection fees will be payable.  

 
25.6.3  Assessment Rates 
 

(a) the first 60 000 of the property value of residential households is exempted from 

 tax. 

 
(b) registered indigents will get a 100% rebate on assessment rates. 

 
 
 

25.6.4 Refuse Removal 
 
 The refuse removal rate in respect of indigents will be fully discounted. 

 
25.6.5 Sewerage 
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 The sewerage rate in respect of indigents will be fully discounted. 
 

25.6.6   Limitations 
 

The above free issues and discounts are based on the expected equitable Share to be 
paid to Council by National Treasury annually. The annual adjustment to these benefits is 
subject to the increase in the Equitable Share 

  
25.7 An applicant whose application – 
 
 

(a) is successful, will be informed in writing of that fact; and 
 

(b) is unsuccessful, will be informed of that fact, together with the reasons for the 

decision. 
 

25.8 A debtor who is registered as indigent shall receive discounts in respect of municipal 

services and property rates (if applicable) as determined by the Council from time to 

time. 
 

25.9 Any charges accruing to a debtor account of an indigent debtor in excess of the amount 

of the discounts granted by the Municipality shall be payable by the debtor concerned on or 

before the due date. 
 

25.10  Re-evaluation 
 

(a)  the decision whether an indigent household remains satisfied with the restriction to  

             the supply of free basic services lies with the  member of the household  

             responsible for the payment of services. 
 

(b)  regular physical inspections will be carried out at the premises of each of the   

              registered indigents to ensure that the supply installations including the supply 

             limitation are intact. 

 
(c) should an applicant in his application present any fraudulent statement he/she will 

             be denied approval or, if already been approved, will immediately be deregistered.  

             He/she will be held responsible for any monies written off and will repay all benefits  

             received at the discounted rates.  

25.11   The  Chief  Financial  Officer  may  refuse  to  register  a  consumer  as  indigent  if  that 

consumer at any time  during the 12 months immediately  preceding her/his application 

was removed from the indigent register in terms of paragraph 24.10. 
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25.12   In the event of the death of an indigent debtor a relative  or an adult  member of  the 

household  of the deceased must provide a certified copy of the death certificate in 

respect of the debtor issued in terms of section 22 of the Births and Deaths Registration 

Act 1992 (Act No 51 of 1992) to the Municipality.  The Chief Financial Officer shall, as 

soon as practicable after receipt of a death certificate, cancel the registration of the 

deceased as an indigent debtor.  The deceased’s heir may, if she/he is an adult person, 

apply to be registered as an indigent household in the manner prescribed in this policy. 
 

25.13   When a debtor is registered as indigent the debt of the consumer existing on the day of 

registration shall be parked and such a person’s name be given through to the credit 

bureau.  The Chief Financial Officer shall as often as is necessary report to the 

Municipal Manager regarding any debts parked in terms of this paragraph, and may 

recommend that such debts be written off. 

25.14 That if a person who was or who is enlisted as indigent sell his property, the arrears 

written-off be paid before a clearance certificate can be issued. 
 
 

25.15   Interest shall not be charged on arrear charges owing by indigent debtors. 
 
 
26. CHILD-HEADED HOUSEHOLDS 

 
 

26.1 Whenever the ward councilor has reason to believe that premises are occupied by a child-

 headed household  (regardless  whether  municipal  services  are  supplied  to  such  

 premises), she/he  shall  make  such  enquiries,  which   may  include  inspecting  the  

 premises concerned, as she/he may deem necessary to establish the facts. 

 
 

26.2 If the belief of the councilor is confirmed, she/he shall forthwith in writing report the matter 

to the relevant authority responsible for child welfare and thereafter to the Chief Financial 

Officer. 
 

26.3 The Chief Financial Officer shall, when she/he receives a report that a child-headed 

household occupies premises within the Municipality, immediately – 

 

(a) delete the particulars,  if any, of any indigent debtor in respect of the premises 

concerned from the indigent register; 
 

(b) calculate any amounts owing in respect of the premises concerned at the date of 
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receiving the report; and 
 

(c) immediately in writing request the relevant department to r e s t r i c t  the 

supply o f  any services to the premises to the service levels applicable to 

indigents. 
 
 

26.4 The departmental head concerned shall inform the Chief Financial Officer in writing of 

date on which services to premises have been restricted.  The departmental heads shall 

thereafter take all reasonable steps to ensure that services remain restricted at the 

premises concerned until such time as a consumer agreement in respect of the 

premises is concluded with the Municipality. 
 

26.5 If it is established on a balance of probabilities that the adult person(s) who previously 

occupied premises together with children – 

 

(a) (i)  is dead and that her/his heir(s) is a child, the Municipal Manager may  

   write the debt owing in respect of services supplied to the premises  

   and rates off as irrecoverable; 

 

     (ii)  on receipt of a report from the authority responsible for child welfare, declare 

  the child-headed household indigent. 

 

(b) has abandoned the premises, the Chief Financial Officer shall take all reasonable   

 steps to find that person(s) and recover the debt from her/him. 
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 PART 6:  INTERFERENCE WITH METERING EQUIPMENT 
    
  

 
 

27. THEFT, FRAUD AND TAMPERING WITH METERS 
 

27.1 The Chief Financial Officer shall cause such routine and special inspections of metering 

equipment to be conducted as may be necessary to detect tampering with meters, 

provided that inspections shall be conducted regularly of meters where the provision of a 

service has been discontinued or restricted. 
 

27.2 Whenever a person  conducting an inspection detects or reasonably suspects  that a 

meter  has   been  tampered  with,   she/he  shall  complete  the  prescribed  equipment 

tampering form and forward the completed form at the earliest opportunity to – 
 

 
(a) the electricity distribution section, if it involves electricity equipment; or 

 

 
(b) the water distribution section, if it involves water equipment. 

 
 

27.3 Upon receipt of a completed equipment tampering form, the relevant section head shall 

cause  an  electrician  or  a  plumber,  as  the  case  may  be,  to  inspect  the  relevant 

equipment. 
 

 
 

27.4 If the – 
 

(a) electrician confirms upon inspection that the equipment has been tampered with, 

she/he shall forthwith – 
 

 
 

(i)  disconnect the supply; and 
 

 
(i)  furnish a written report to the Chief Financial Officer; and 

 
 

(b)  plumber confirms upon inspection  that the equipment has  been tampered with, 

she/he shall forthwith – 
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(i) install a restriction washer in the supply pipe; 
 

 
(ii) lock the meter; 

 

 
(iii) remove any bypass pipes; and 

 

 
(ii) furnish a written report to the Chief Financial Officer. 

 
 
 

27.5 The relevant service shall be reinstated upon payment by the consumer concerned of – 
 

 
(a) the prescribed reconnection fee; 

 

 
(b) the prescribed tampering fee; and 

 

(c) a  charge  as  determined  by  the  Chief  Financial  Officer  in  respect  of  the 

consumption of the service concerned. 

(d) Notwithstanding the above, in the event that electricity is not purchased from the 

GMM or its approved venders, the Municipality reserves the right to recover any 

electricity loses by way of calculating average consumption and debit such an 

account.  
 

27.6 Unless  the  contrary  is  proven  to  the  satisfaction  of  the  Chief  Financial  Officer,  the 

occupier and the owner of the premises concerned shall be jointly and separately liable 

for the payment of any tampering fee. 

 
 
 

28. UNLAWFUL CONNECTION/RECONNECTION OF SERVICES 
 
 

28.1 Whenever the Chief Financial Officer becomes aware that the person who resides at 

premises had not applied for, but is consuming services, she/he shall cause the services 

to be disconnected.  A written notice explaining why the services were disconnected shall 

be left at the premises.  Such notice shall invite the consumer concerned to visit any 

customer care office of the Municipality to complete and submit to relevant application for 

services, to pay the prescribed deposit and to enter into a consumer agreement with the 

Municipality. 

 
 

28.2 Whenever it is discovered that a service which was discontinued or restricted had been 
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reinstated without the necessary authority, the Chief Financial Officer shall cause the 

service concerned to be disconnected.  A written notice explaining why the service was 

disconnected shall be left at the premises. Such notice shall invite the consumer 

concerned to visit any customer care office of the Municipality to make arrangements for 

the payment of outstanding debts owing to the Municipality. 

 

28.3 It is an offence to temper with an electrical or water meter without permission from the 

municipality. 

 

28.4 The CFO/Responsible Manager shall open a criminal case against the owner, consumer or 

the person responsible for the tempering with the meter with the South African Police 

services.   
 

 
  
 PART 7:  FINAL ACCOUNTS AND RATES CLEARANCE CERTIFICATES 
    

 
 

29. FINAL ACCOUNTS 
 
 

29.1 A consumer who no longer requires municipal services to be rendered at the premises 

 stipulated  in  her/his  application  for  the  provision  of  services,  shall  apply  for  the 

 disconnection of services on the prescribed application form. 
 

 
29.2 The Chief Financial Officer shall – 

 

(a) if water and/or electricity consumed at the premises are measured  by credit 

 meter, cause a final reading in respect of water and/or electricity supplied to the 

 premises  concerned  to  be  taken  on  the  date  indicated  on  the  consumer’s 

 application to discontinue services; and 
 
 

(b) cause services to the premises to be discontinued from that date. 
 
 

29.3 Services to premises must be disconnected/ discontinued in such a way as to prevent 

persons  moving  into  the  premises  from  consuming  services  without  the  required 

application for connection of services having been furnished. 
 
 

29.4 A consumer account will be prepared until the date of the final reading and furnished to 
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the consumer. 
 

  

29.5 The consumer deposit held by the Municipality shall be appropriated against the final 

account.  If, after the appropriation of the deposit against the account a – 
 
 

(a) credit balance remains on the account, the credit balance will be refunded to the 

consumer; provided there are no other debts owed. 
 

(b) No interest shall be paid in respect of the credit balances on the consumer 

Accounts  
 
 

(c) debit balance remains on the account, the consumer shall pay such amount. 
 

 
 

29.6 The debit balance that remains unpaid must be handed over for collection within 30 

 days.  

 

 
30. ABSCONDED DEBTORS 

 

30.1 Whenever the Chief Financial Officer becomes aware that the person that had applied for 

services is not ordinarily residing at the premises she/he shall cause – 
 

 
(a) a final reading of services to be taken; 

 

 
(b) a final account to be prepared; and 

 

 
(c) the consumer deposit to be appropriated against such final account. 

 

30.2 A credit balance on the account must be refunded to the consumer provided that there are 

no other debts owed.  Any arrear balance on the account must be handed over for 

collection to recover the arrear amounts. 
 
 

31. ISSUING OF RATES CLEARANCE CERTIFICATES AND RESPONSIBILITY FOR 
 AMOUNTS DUE 
 
31.1 In terms of Section 118 (3) of the Act and amount due for municipal service fees, surcharge 
 on fees, property rates and other municipal taxes, levies and duties is a charge upon the 
 property in connection with which the amount is owing and enjoys preference over any 
 mortgage bond registered against the property. 
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31.1.1 Accordingly, all such Municipal debts shall be payable by the owner of such property without 
 prejudice to any claim which the Municipality may have against any other person. 
31.1.2 The Municipality reserves the right to cancel a contract with the customer in default and 
 register the owner only for services on the property. 
 
31.1.3 No new services will be permitted on a property until debts on the property are paid, or 
 suitable arrangements made to pay such debts. 
 
31.2 Where the property is owned by more than one person, each such person shall be liable 
 jointly and severally, the one paying the other to be absolved, for all Municipal debts 
 charged on the property. 
 
31.3 Except for property rates, owners shall be held jointly and severally liable, the one paying 
 the other to be absolved, with their tenants who are registered as customers, for debts on 
 their property. 
31.4 Refuse removal shall form part of the property debt, payable by the owner of the property. 
 
31.5 Tenants and/or agents may be held liable for arrear rates in accordance with the 
 provisions of Section 28 of the Municipal Property Rates Act. 
 
31.6 Should any dispute arise as to the amount owing, the customer shall pay all amounts 
 which are not subject to the dispute. 
 
31.7 Pre-paid meters shall not be installed until all outstanding debt has been paid in full. 

 

 
32. SALES IN EXECUTION 

 

Whenever notice of sale in execution is given, the Chief Financial Officer shall inform the Sheriff 

in writing of the amount due to the Municipality in respect of the property concerned. 
 
   
 PART 8:  EXTERNAL DEBT COLLECTION 
    

 
 

33. COLLECTION OF DEBTORS BY EXTERNAL SERVICE PROVIDERS 
 

33.1 Whenever it appears to the Chief Financial Officer that the internal debt collection 

endeavors of the Municipality does not have the desired result in respect of any 

consumer, she/he may hand over that account for collection by the debt collector 

appointed by the Municipality. 
 

33.2 A handover list shall contain – 
 

 
(a) the correct name(s) of the current owner(s) of the property; 
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(b) the physical and postal address of the current owner(s) of the property; 
 

(c) correct details of amount to be collected; and 
 

(d) in appropriate cases, a copy of any agreement between the consumer and the 
 

Municipality regarding the payment of arrears debt. 
 

33.3 The Chief Financial Officer shall furnish ward councillors with extracts from the hand- 

over list in respect of their wards. 

 
33.4 The  debt  collector   shall  immediately  peruse  the  handover  list  and  advise  the 

Municipality of any obvious problem matters within seven days of receipt thereof.  The 

Municipality  shall  respond  to  the  debt  collector’s  enquiry  with  specific  written 

instructions  in respect  of those matters within seven days, failing  which the debt 

collector shall be entitled to close the file. 

 
 
 
 

33.5 The  debt  collector  shall  commence  the  process  of  collection  by  way  of  letter  of 

demand sent by ordinary mail to the debtor.  If there is no response to the letter of 

demand the summonses must be delivered to the clerk of the court within seven days of 

expiry of the demand period, in appropriate cases.  If there is no response to the 

summons, application must be made for default judgment immediately when the time 

allowed for entering an appearance to defend has expired. 
 
 

33.6 The debt collector shall immediately inform the Municipality of any matter that will be 

defended and supply the Municipality with a blank affidavit in support of an application for 

summary judgment, which will be returned to the debt collector, duly signed and 

commissioned, should the Municipality be of the view that the debtor has no defence to 

the matter. 

 
 

33.7 The debt collector must inform the Municipality in writing of all applications for default 

judgment.   Once default judgment has been granted the debt collector must check the 

municipal system once again for payments and if no or insufficient payments have been 

recorded and if there is no record of any impediment preventing her/him from 

proceeding, the debt collector shall first proceed by way of writ against movable 

property should the capital be less than R3, 000.  In the event that the capital is R3,000 

or more the debt collector may proceed by way of writ against immovable property or, in 

Page 125 of 328



49 
 

her/his sole discretion, against movable property. 

 

 
 

33.8 The debt collector shall Endeavour wherever possible to persuade the debtor to sign 

consent  to  judgment  and  consent  to  an  emoluments  attachment  order  which  will 

satisfy the judgment debt within 12 months. 

 
33.9 If a debtor is not traceable, the debt collector shall inform the Municipality accordingly. The 

Municipality shall issue appropriate instructions within 7 days on how the  debt collector 

must proceed with the matter, failing which she/he may assume that the file may be 

closed. 

 

33.10 The debt collector shall inform the Municipality immediately if she/he forms the opinion that 

the debt has become irrecoverable and the reasons therefore. 
 
 

33.11 The debt collector shall attempt to recover the amount handed over in each matter within 

a period of 12 months from the date of hand over. 
 

 
33.12 The debt collector shall be entitled to charge – 

 

(a) if  she  or  he  is  an  attorney,  in  terms  of  the  Law  Society's  recommended 

guidelines for collection fees or such lower amount as may have been agreed with 

the Municipality; and 
 

(b) if she/he is not an attorney, the fees prescribed in terms of the Debt Collectors’ Act 

or such lower amount as may have been agreed with the Municipality. 
 
 

33.13 The Municipality undertakes to pay all fees and disbursements as and when incurred by 

the debt collector and these shall be invoiced to the Municipality weekly. 
 
 

33.14 The debt collector shall submit her/his account in the form of a VAT invoice to the 

Municipality.  The account shall detail the payments received, collection commission, 

fees and any disbursements that may be incurred for each account since the previous 

statement of account and must be accompanied by a cheque for the amounts due to the 

Municipality.  The debt collector may not set off fees against monies collected. 
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33.15 The Municipality shall effect payment of the debt collector’s account within a week of the 

date of invoice. 

 

 

 

 

 

 

 
 

  
 PART 9:  MISCELLANEOUS MATTERS 
    

 
34.      PRIVATE INTERNAL WATER LEAKS 

 

Water leaks on a site water reticulation system are the responsibility of the occupier of the 

property. In case of exceptionally high meter readings of water consumption, due to leaks from a 

private internal pipeline, the Chief Financial Officer: Finance Department or his nominee, may 

determine that the excess consumption be levied at a determined rate (Tariffs Book) per kiloliter 

for a maximum period of 91 days, the commencement date of such period to be determined in the 

entire discretion of the said CFO. A reduction in consumption is required as well as proof of the 

leak been rectified as substantiated by a plumbers invoice or affidavit from the consumer which 

must be submitted to the municipality within 90 days after repair of the leak. 

 
 

 
35. RETURNED DEBIT ORDERS 

 

35.1 Whenever a debit order held by the Municipality is returned unpaid by the relevant bank, 

it shall be regarded as a fraudulent act by a debtor. 
 

35.2 On receipt of a returned debit order – 
 

 
(a) the payment must be reversed on the debtors account; 

 

(b) services  to  the  debtor’s  premises  must  be  disconnected  and  shall  only  be 

reconnected when the debtor’s account has been settled in full; 
 
 

(c) the debtor shall be informed that – 
 

 
(i)no arrangement to pay arrears debt in instalments shall be entertained. 
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36. ALLOCATION OF PAYMENT RECEIVED 
 

36.1 Settlement of an account clears all charges, including, where applicable, interest on 

arrears, tamper fees, collection cost and disconnection and reconnection fees. 
 

36.2 Part payment of an account shall be allocated as follows – 
 

(a) Interest on arrears 
 

(b) Miscellaneous charges 
 

(c) Rental charges 
 
(d) Refuse removal  

 
(e) Sewage charges 

 
(f) Property rates 

 
(g) Water consumption and basic charges 

 
(h) Electricity consumption and basic charges 

 

 
 

36.3 The Municipality shall not entertain selected payment of certain charges. 
 
 
 
37.  FACTOR AND COUPLING ERRORS 

 

In the event a miscalculation was made and charged for by the Council for water services 
rendered due to a factor or coupling error, the rectified charges applicable shall be 
calculated as follows, upon approval by the Head of Department: Water and Sanitation or 
his nominee. 
 
The Charges applicable shall be the levy Rand Water charges the Municipality (at that point 
in time, including the WRC levy), for the duration that the incorrect charges was rendered, 
up to a maximum of 36 months backdated. Should accurate readings not be available the 
charges will be based on the average monthly consumption registered over three 
succeeding metered periods after the factor error or incorrect coupling was rectified.  

 
38. REPORTING 

 
 

38.1 The Chief Financial Officer shall within 10 working days after the end of each month 

submit  a  written  report  to  the  Municipal  Manager  in  suitable  format  regarding  debt 

collection.  This report shall contain particulars on – 
 

(a) revenue raised per source during the past month; 
 
 

(b) revenue collected per source during the year to date; 
 

 
(c) an explanation of any material variances between – 
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(i) the amounts raised and the amounts actually collected; and 

 

(ii) the amounts raised and the projected revenue to be raised in terms of 

the approved cash flow projection; 
 

(d) any remedial or corrective steps taken or to  be taken to ensure that projected 

revenue remain within the Municipality's approved budget; 
 

(e) a projection of the Municipality's revenue and expenditure for the rest of the 

financial year, and any revisions from initial projections; 
 
(f) growth in, or reduction of, arrears debt; 

 
(g) the number of consumer accounts not paid by the due date; 

 

(h) the number of consumers notified of the fact that their consumer accounts were in 

arrears; 
 

(i) the number of premises to which services have been discontinued or restricted; 
 

(j) the number of accounts in respect of which the purchasing of electricity coupons 

have been stopped; 
 

(k) the  number  of  premises  to  which  services  were  previously  discontinued  or 

restricted  or  in  respect  of  which  the  purchasing  of  electricity  coupons  have 

previously been stopped that has not been reconnected or reinstated; and 
 

(l) the  number  of  consumers  who  has  made  arrangements  for  the  payment  of 

arrears amounts owing to the Municipality. 
 
 

38.2 The  amounts  reflected  in  the  statement  must  in  each  case  be  compared  with  the 

corresponding amounts budgeted for in the Municipality's approved budget. 
 
 

38.3 Whenever, in the opinion of the Chief Financial Officer, a material under collection of 

revenue is likely during a current financial year, she/he shall forthwith, in writing report 

the matter to the Municipal Manager.  A report in terms of this paragraph must state the 

steps to be taken to prevent or rectify any impending shortfalls. 
 

38.4 The Municipal Manager shall submit any report in terms of this paragraph, together with 

her or his comment and recommendations to the Executive Mayor. 
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38.5 The Executive Mayor shall, at intervals of 3 months, report to the Council in terms of 

section 99(c) of the Municipal Systems Act. 
 
 
 

39. PERFORMANCE MANAGEMENT 
 
 

39.1 The Municipality aims to achieve and to maintain a debtors’ turnover rate of between 45 
 

to 56 days. 
 

 
39.2 In  order  to  achieve  the  debtors’  turnover  rate  referred  to  in  paragraph  37.1  the 

 

Municipality strives to annually improve the debtors’ turnover rate by 10%. 
 
 

40. IRRECOVERABLE DEBT 
 

 
 

40.1 A debt owing to the Municipality shall be deemed to be irrecoverable if - 
 

(a) after execution against property has been issued and there is not found sufficient 

movable property to satisfy the judgment or order and the court refuses execution 

against the  immovable  property of  the debtor or the debtor does not own any 

immovable property; 
 

(b) any tracing agent engaged by the Municipality or a debt collector appointed by 

the Municipality advises that the debtor is untraceable; and 
 

(c) where  the  debt  arose  from  unauthorised,  irregular  or  fruitless  and  wasteful 

 expenditure certified by the Council, after investigation by a committee of the 

 Council. 

 
40.2 The balance, if any, that remains after – 

 

 
(a) property of a debtor has been sold in execution of judgement or order; 

 

 
(b) immovable property of a debtor has been sold as abandoned; 

 

 
(c) claims against the sequestrated estate of a debtor has been settled 

 

 
 such balance shall be deemed to the irrecoverable 
 

 
40.3 The following authorisations are given for the writing off of irrecoverable debt: 

 

 
(a)       Council 
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(i) Any debt arising from unauthorised, irregular or fruitless and wasteful 

expense; and 
 

(ii)Any debt exceeding R5 001 
 

 
 

(b) Municipal Manager 
 
 

Any debt   between R2 001 and   R5 000 excluding any debt arising from 

unauthorised, irregular or fruitless and wasteful expenditure 
 
 
(c) Chief Financial Officer 

 
 

Any  debt  of  R2 000  and  less  excluding  any  debt  arising  from  unauthorised, 

irregular or fruitless and wasteful expenditure 
 
 

40.4  Any debts written off by the Chief Financial Officer and the Municipal Manager during any 

month shall be reported to the Executive Mayor as part of the monthly budget statement 

    required by  section 71  of the Local Government:  Municipal Finance  Management Act 

    2003 (Act No 56 of 2003). 

 

 

 

___________________    _________________ 
Mrs E.K. Tshabalala     Date 
Acting Municipal Manager      
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INVESTMENT POLICY 

 

1.  Statutory framework 

 

1.1  Section 8(2)(b) of the Local Government: Municipal Finance Management Act 2003 (Act 

No 56 of 2003) (MFMA) stipulates that all income that the Municipality may received on 

its investments must be paid into its primary bank account. Section 13(2) of the MFMA 

requires that the Municipality must establish an appropriate and effective cash 

management and investment policy in accordance with a framework that may be 

prescribed by the Minister of Finance.  

 

1.2  The Municipal Investment Regulations (Government Notice No R308 of 1 April 2005) 

determines that the Municipality’s investment policy must set out – 

 

 the scope of the Municipality’s investment policy ; 

 

 the objectives of the policy, with due regard to the provisions of the regulations 

relating to the preservation and safety of investments as the primary aim, the 

need for investment diversification and the liquidity needs of the municipality; 

 

 a minimum acceptable credit rating for investments, including a list of approved 

investment types that may be made and a list of approved institutions where or 

through which investments may be made;  

 

 procedures for the invitation and selection of competitive bids or offers in 

accordance with Part 1 of Chapter 11 of the MFMA;  

 

 measures for ensuring implementation of the policy and internal control over 

investments made; 

 

 procedures for reporting on and monitoring of all investments; 

 

 procedures for benchmarking and performance evaluation; 
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 the assignment of roles and functions, including any delegation of decision-

making powers; 

 

 if investment managers are to be used, conditions for their use, including their 

liability in the event of non-compliance with the policy or these regulations; and 

 

 procedures for the annual review of the policy. 

 

2.  Scope of the policy 

 

This policy deals with the investment of the Municipality’s money not needed for the immediate 

purposes of the Municipality. 

 

3.  Objectives  

 

3.1  The primary object of this policy is to – 

 

gain the optimal return on investments, without incurring undue risks, during 

those periods when cash revenues are not needed for capital or operational 

purposes. 

 

3.2  In order to achieve the objective set out in paragraph 3.1 the Municipality shall aim to – 

 

 (a)  preserve and safeguard its investments; 

  

(b)  invest in a diversity of instruments and at a diversity of institutions in order to 

spread and minimise risk; and  

 

(c)  take into account the Municipality’s liquidity needs. 
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4.  Investment principles  

 

4.1 Limiting exposure 

 

4.1.1  Where significant amounts of money are available for investment the Chief 

Financial Officer shall ensure that they are invested with more than one 

institution, wherever practicable, in order to limit the risk exposure of the 

Municipality: Provided that preference shall be given to institutions with local 

offices when investment decisions are made.   

 

4.1.1 The Chief Financial Officer shall further ensure that, as far as it is practically and 

legally possible, the Municipality’s investments are so distributed that more than 

one investment category is covered, i.e. call accounts, money market and fixed 

deposits. 

 

4.2 Risk and return 

 

4.2.1 Although the objective in making investments on behalf of the Municipality is to 

obtain the best interest rate on offer, this consideration must be tempered by the 

degree of risk involved in regard to both the financial institution and the 

investment instrument concerned.  

 

4.2.2 No investment shall be made with an institution where the degree of risk is 

perceived to be higher than the average risk associated with investment 

institutions.   

 

4.2.3 Deposits shall be made only with registered deposit-taking institutions. 

 

4.3 Payment of commission 

 

Every financial institution with which the Municipality makes an investment shall issue a 

certificate to the Accounting Officer in regard to such investment, stating that such 

institution has not paid and will not pay any commission and has not and will not grant 

any other benefit to any party for obtaining such investment. 
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4.4 Call deposits and fixed deposits 

 

4.4.1 Any monies paid over to the investee in terms of the agreed investment shall be 

paid over only to such institution itself and not to any agent or third party.  

 

4.4.2 Once an investment has been made, the Chief Financial Officer shall ensure that 

the Municipality receives a properly documented receipt or certificate for such 

investment, issued by the investee in the name of the Municipality. 

 

4.5  When an investment is called up or matures, the capital and interest must the paid out 

and deposited in Municipality’s primary bank account. 

 

4.6  Restriction on tenure of investments 

 

No investment with a tenure exceeding twelve months shall be made without the prior 

approval of the councillor responsible for financial matters. 

 

5.  Minimum acceptable rating for investments 

 

5.1  Cash revenues not immediately required for the Municipality’s needs may be invested in 

any investment type listed in regulation 6 of the Municipal Investment Regulations 2005. 

 

5.2  The Municipal Manager may, subject to the Municipality’s supply chain management 

policy, appoint an investment manager to advise her/him on investments. The Municipal 

Manager may not appoint an investment manager to manage investments on behalf of 

the Municipality.  

 

 

 

 

 

 

. 
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6.  Competitive bidding 

 

6.1  Before making any call or fixed deposits, the Chief Financial Officer, shall obtain 

quotations from at least three financial institutions. 

 

6.2 Given the volatility of the money market, the Chief Financial Officer, shall, 

whenever necessary, request at least three quotations telephonically, e-mail or 

fax and shall record in an appropriate register – 

 

(a) the name of the institution; 

 

(b) the name of the person contacted;  

 

(c) the relevant terms and rates offered by such institution; 

 

(d) whether the interest is payable monthly or only on maturity; and  

 

(e) any other relevant information. 

 

6.3  Once the best investment terms have been identified, written confirmation of the 

telephonic quotation must be immediately obtained (by facsimile, e-mail or any 

other expedient means). 

 

7.  Monitoring and reporting 

 

7.1  The Chief Financial Officer shall ensure that proper records are kept of all 

investments made by the Municipality. Such records shall indicate – 

 

(a)  the date on which the investment is made; 

 

(b)  the institution with which the monies are invested; 

 

(c)  the amount of the investment; 
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(d)  the interest rate applicable; and  

 

(e) the maturity date.   

 

7.2  If any investment is liquidated at a date other than the maturity date, such date 

shall be indicated in the investment register. 

 

7.3  The Chief Financial Officer shall – 

 

(a)  ensure that all interest and capital properly due to the Municipality are 

timely received; and  

 

(b)  take appropriate steps or cause such appropriate steps to be taken if 

interest or capital is not fully or timely received;  

 

(c) ensure that all investment documents and certificates are – 

 

(i)  properly secured in a fireproof safe with segregated control over 

the access to such safe, as determined by the Municipality’s 

records manager;  

 

(ii)  or are otherwise lodged for safekeeping with the Municipality’s 

bankers or attorneys. 

 

8.  Institutional arrangements  

 

8.1 Power to invest money of the Municipality  

 

8.1.1  In terms of section 60(2) of the Local Government: Municipal Systems Act 2000, 

the power to invest cash revenues not immediately required for the 

Municipality’s needs are delegated to the Chief Financial Officer, provided that 

the Chief Financial Officer - 
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(a) shall make investments for period longer than 12 months only in 

consultation with the Councillor responsible for financial matters; 

 

(b) shall at all times comply with this policy and applicable legislation regarding 

investments; and  

 

(c) may consult the Municipal Manager or an investment manager appointed in 

terms of par 5.2 before making an investment.  

 

8.1.2 The power delegated to the Chief Financial Officer in terms of par 8.1.1 shall 

include all the powers reasonably necessary for, or incidental to, the effective 

exercise of that power, including the power to sign, execute and authenticate any 

documents in that regard. 

 

8.2  Policy review and amendment  

 

The Municipal Manager shall annually, together with the preparation of the annual 

budget, review this policy and submit a report and recommendations to the Mayor. The 

Mayor shall consider the Municipal Manager’s report and recommendations and table it, 

together with her/his report and recommendation, with the annual budget in the Council. 

 

8.3  Powers of the councillor responsible for financial matters and Municipal Manager 

regarding investments 

 

The Chief Financial Officer shall submit such reports regarding the Municipality’s 

investments as the Mayor and the Municipal Manager may determine.  

 

9.  Investment ethics 

 

9.1 In making investments the Chief Financial Officer shall -  

 

(a) at all times have only the best considerations of the Municipality in mind; and 
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(b) not accede to any influence by or interference from councillors, investment agents 

or institutions or any other outside parties except for the outcome of any 

consultation with the Councillor responsible for financial matters. 

 

9.2  Neither the Chief Financial Officer nor any councillor may accept any gift, reward or 

favour other than an item having such negligible value that it can only be construed as a 

token of goodwill by the donor, from any investment agent or institution or any party with 

which the Municipality has made or may potentially make an investment. 

 

10.  Investments for the redemption of long-term liabilities 

 

10.1  In managing the Municipality’s investments, the Chief Financial Officer shall ensure that, 

whenever a long-term (non-annuity) loan is raised by the Municipality, an amount is 

invested at least annually equal to the principal sum divided by the period of the loan.  

Such investment shall be made against the bank account maintained for the external 

finance fund and shall be accumulated and used only for the redemption of such loan on 

due date. The making of such investment shall be approved by the Council at the time 

that the loan itself is approved. 

 

10.2  If the loan raised is not a fixed term loan, but an annuity loan, the Chief Financial Officer 

shall ensure that sufficient resources are available in the account maintained for the 

external finance fund to repay the principal amounts due in respect of such loan on the 

respective due dates. 

 

11.  Interest on investments 

 

11.1  The interest accrued on all the Municipality’s investments shall, in compliance with the 

requirements of generally accepted municipal accounting practice (GAMAP)/generally 

recognised accounting practice (GRAP), be recorded in the Municipality’s operating 

account as ordinary operating revenues in accordance with the Municipality’s accounting 

policy. 

 

Page 140 of 328



 
 

 
 

Initial:  ________ 

10

11.2  In the case of the external loans fund, the Chief Financial Officer may reduce the amount 

which must be annually invested to redeem any particular loan by the amount of interest 

so accrued. 

 

11.3  If the accrual of interest to the external loans fund, unutilised capital receipts and trust 

funds results in a surplus standing to the account of any such funds, i.e. an amount 

surplus to the resources required in respect of such funds or accounts, the Chief 

Financial Officer shall credit such surplus amount to the appropriation account and 

reappropriated to the asset financing reserve. 

 

 

 

 
 

___________________    _____________________ 
Mrs E.K. Tshabalala    Date 
Acting Municipal Manager      
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1 INTRODUCTION 
 
The policy of the Govan Mbeki Municipality for levying rates on rateable property is set out 
in this document.  The Council adheres to all requirements of the Municipal Property Rates 
Act (MPRA) and Municipal Finance Management Act (MFMA) including any regulations 
promulgated in terms of these Acts. 
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The Rates Policy only rules the rating of valued property which are valued according to the 
Municipal Property Rates Act, Act 6 of 2004 and its regulations as published under 
Government Notice 1036 of 2006 in Government Gazette 29304 dated 18 October 2006 
and does not rule or guide the processes of property valuation and approval of the valuation 
roll. 
 

In developing and adopting this rates policy, the council has sought to give effect to the 
sentiments expressed in the preamble of the Property Rates Act, namely that:  
 

 the Constitution enjoins local government to be developmental in nature, in 
addressing the service delivery priorities of our country and promoting the economic 
and financial viability of our municipalities;  

 
 there is a need to provide local government with access to a sufficient and buoyant 

source of revenue necessary to fulfill its developmental responsibilities;  
 

 revenues derived from property rates represent a critical source of income for 
municipalities to achieve their constitutional objectives, especially in areas neglected 
in the past because of racially discriminatory legislation and practices;  

 
 it is essential that municipalities exercise their power to impose rates within a 

statutory framework which enhances certainty, uniformity and simplicity across the 
nation, and which takes account of historical imbalances and the burden of rates on 
the poor.  

In applying its rates policy, the municipality shall adhere to all the requirements of the 
Property Rates Act no. 6 of 2004 including any regulations promulgated in terms of that Act. 
 
The municipality derives its power to levy rates from Section 229(1) of the Constitution of  
 the Republic of South Africa.  
 
Section 3(1) of the Local Government:  Municipal Property Rates Act 2004 (Act No 6 of  
2004) (MPRA) requires that the Council must adopt a rates policy for the Municipality.  
The Municipality’s rates policy takes effect on the effective date of the first valuation roll  
prepared by the Municipality in terms of the Act.  It must accompany the Municipality’s  
budget for the financial year concerned when the budget is tabled in the Council in  
terms of section 16(2) of the Local Government:  Municipal Finance Management Act  
2003 (Act No 56 of 2003)  (MFMA) 
 
In terms of section 5(1) of the MPRA the Council must annually review, and if necessary,  
amend its rates policy.  Any amendments to a rates policy must accompany the  
Municipality’s annual budget when it is tabled in the Council in terms of section 16(2) of the  
MFMA. 
 
  
Before the Municipality adopts the rates policy, it must follow a process of community  
participation in accordance with Chapter 4 of the Municipal Systems Act as required by  
section 4(1) of the Act.  It must further give public notice of the rates policy and invite the  
public to submit comments and representations regarding the draft policy. 
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Section 6 of the MPRA requires that the Municipality must adopt bylaws to give  
effect to its policy. 

2 DEFINITIONS 
 
In this policy, unless the context indicates otherwise, in addition to the definitions contained 
in both the MPRA, MFMA and the Govan Mbeki Land Use Scheme, the following meanings 
are assumed:  
 
“agent” in relation to the owner of a property, means a person appointed by the owner of 
the property; 
 

 to receive rental or other payments in respect of the property on behalf of the owner, 
 
 to make payments in respect of the property on behalf of the owner. 

 
 “agricultural category” Land uses normally or otherwise reasonably associated with the 
use of land for agricultural activities, including the use of land for structures, buildings and 
dwelling units reasonably necessary for or related to the use of the land for agricultural 
activities, excludes the use of a property for the purpose of eco-tourism, or for the trading or 
hunting of game. 
 
“conservation category” Land uses normally or otherwise reasonably associated with the 
use of land for the preservation or protection of the natural or built environment, including 
preservation or protection of the physical, ecological, cultural or historical characteristics of 
land against undesirable change or human activity  
 
“open Space category” Land uses normally or otherwise reasonably associated with the 
use of land as open spaces, public parks, public gardens, recreation sites, sport fields or 
public squares or for religious gatherings. 
 
“residential category” Land uses normally or otherwise reasonably associated with the 
use of land primary for human habitation, including a dwelling house, group housing, flats, 
boarding houses, residential clubs, hostels or rooms to let. 
 
“institutional category”  land uses normally or otherwise reasonably associated with the 
use of land, either public or private, for community purposes, such as charitable institutions, 
hospitals, nursing homes, clinics, sanatoriums, cultural activities, social meetings and non-
residential clubs, educational purposes, such as crèches, schools, lecture halls, 
monasteries, public Libraries, art galleries, museums, colleges, University of Technology, 
University, and government purposes, including the use of land by National Government, 
Provincial Government, or Local Government to give effect to its governance role. Land 
used for services infrastructure is excluded from this category.  
 
 “business category” Land uses normally or otherwise reasonably associated with the 
use of land for business activities, including shops, offices, showrooms, restaurants, tourism 
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accommodation and facilities, garages, distribution centers, wholesale trade and storage 
warehouses, but excludes places of instruction, builder’s yards, scrap yards or industrial  
activities. 
 
“industrial category” Land uses normally or otherwise reasonably associated with the 
use of land for the manufacture, altering, repairing, assembling or processing of a product, 
or the dismantling or breaking up of a product, or the processing of raw materials, or any 
activity that may have a polluting impact on surrounding uses or the environment, including 
a noxious activity, builder’s yard and scrap yard. 
 
‘mining category” Land uses normally or otherwise reasonably associated with the use of 
land for mining, but excludes the processing, storage or transport of the raw material. 
 
“transport category” Land uses normally or otherwise reasonably associated with the use 
of land primarily as a point for the pick-up or off-load of people or goods, including taxi 
ranks, bus bays, bus stations, bus terminuses, railway stations, airports and airfields, truck 
stops and ancillary uses. 
 
“street category” Land use as public or private streets. 
 
“utilities category” Land uses normally or otherwise reasonably associated with the use 
of land for the accommodation and maintenance of health, communication and sanitation 
infrastructure, such as water reservoirs, water works, sewerage treat ment plants, waste 
disposal sites, electrical substations, telephone exchanges and telecommunication 
infrastructure. 
 
“category”  

 in relation to property, means a category of properties determined 
 

 in relation to owners of properties, means a category of owners determined 
 

“exclusion”, in relation to a municipality’s rating power, means a restriction of that power 
as provided. 
 
“exemption”, in relation to the payment of a rate, means an exemption granted by the 
municipality 

 
“permitted use”  in relation to a property, means the limited purposes for which the 
property may be used in terms of- 

 Any restrictions imposed by 
o A condition of title 
o A provision of a town planning or land use scheme, or 
o Any legislation applicable to any specific property; or 

 Any alleviation of such restrictions 
 
“illegal use”, means any use that is inconsistent with or in contravention of the permitted 
use of the property as per Govan Mbeki Municipality land use scheme, Municipal By-Laws 
and Regulations. 
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“improvement” means any building or structure on or under a property,  
including:  
 

 a structure constructed solely for the purpose of rendering the property  
suitable for the erection of any immovable structure thereon; and 
  

 buildings, structures and equipment or machinery referred to in Section  
46(3) of the MPRA. 
  

“indigent”, means debtors who are poor private residential households as defined by the 
municipality’s policy on Free Basic Services and Indigent Support.  
 
 “municipal”, means owned and exclusively used by the municipality.  
 

“municipal owned land”, means residential, business, institutional and or other 
permitted use, including proclaimed townships where the properties are not yet registered in 
the names of the occupant but permitted use has been granted. 
 

“multiple use”, means a property that cannot be assigned to a single category due to the 
different uses of the property.  
 
 “new private infrastructure developments”, means single properties divided 
(through subdivision or township establishment) into 10 or more full title units and all 
services, inclusive of water, sewerage, electricity and roads are installed by the developer at 
his own cost. 
 
“newly rateable property”, means any rateable property on which property rates were not 
levied before the end of the financial year preceding the date on which this Act took effect, 
excluding; 

 a property which was incorrectly omitted from the valuation role and for that reason 
was not rated before that date; and 

 a property identified by the Minister by notice in the Gazette where the phasing-in of 
a rate is not justified 

 

“non-urban land”, means land which is not situated in an approved township and used 
for residential, non-residential or agricultural purposes. 
 
 
“person”, means a natural person, juristic person and an organ of state  
 
“protected area”, means an area that is or has to be listed in the register referred to in 
section 10 of the National Environmental Management: Protected Areas Act, 2003.  
 
“public service infrastructure”, means publicly controlled infrastructure of the following 
kinds:  
 
(a)  national, provincial or other public roads on which goods, services or  

labour move across a municipal boundary;  
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(b)  water or sewer pipes, ducts or other conduits, dams and water supply  

reservoirs, water treatment plants or water pumps forming part of a water  
or sewer scheme serving the public; 
  

(c)  power stations, power substations or power lines forming part of an  
electricity scheme serving the public; 
  

(d)  gas of liquid fuel plants or refineries or pipelines for gas or liquid fuels, forming part of 
a scheme for transporting such fuels;  

 
(e)  railway lines forming part of a national railway system; 
  
(f)  communication towers, masts, exchanges or lines forming part of a  

communications system serving the public; 
  

(g)  runways or aprons at national or provincial airports;  
 
(h)  any other publicly controlled as may be prescribed; or  
 
(i)  right of way, easements or servitudes in connection with infrastructure  

mentioned in paragraphs (a) to (h).  
 
“place of Public worship”, means a property registered in the name of and used 
primarily as a place of public worship by a religious community, including an official 
residence registered in the name of that community which is occupied by an office-bearer of 
that community who officiates at services at that place of worship.  
 
“rebate”, in relation to a rate payable on a property, means a discount granted on the 
amount payable to the property. 
 
“reduction”, in relation to a rate payable on a property, means the lowering of the amount 
for which the property was valued and the rating of the property at the lower amount. 
 
 
 
“sectional title”, means a unit registered in terms of the Sectional Title Act, includes any 
unit in the same Sectional Title Scheme registered in the name of the same owner which is 
used together with the unit as if it were one property, for example a garage or servant’s 
quarters. 
 
“tax base”, means the values as reflected in the officially approved valuation roll of the 
municipality.  
 
“urban land”, means land which is situated within a proclaimed township.  
 
“vacant land”, means:  
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 land where no immovable improvements have been erected, excluding properties 
where the usage is non-residential; 

 
 vacant land is rated according to the Land Use Zone as indicated in the Govan Mbeki 

Land Use Scheme, and By-Law.  

3 INSTITUTIONAL ARRANGEMENT 
 

3.1 Powers, duties and functions of the Council 
 

The council shall: 
 

a) annually, together with the consideration and adoption of the budget, determine 
the rate in the rand at which property rates shall be payable; and 

 
b) annually, together with the consideration and adoption of the budget, review and 

consider changes to this policy 
 

 
3.2 Powers, duties and functions of the Mayor 

 
The Mayor shall: 

 
a) monitor the implementation of this policy; 

 
b) submit recommendations to the Council regarding the rate in the rand at  

            which property rates shall be payable; 
 
c) submit recommendations to the Council regarding the review and amendment of 

this policy; and 
 
d) regularly report to the Council regarding the implementation of this policy. 

 
 

3.3 Powers, duties and functions of the Municipal Manager 
 

3.3.1  The Municipal Manager shall be responsible and accountable for – 
 

a) implementing this policy; 
 

b) advising the Mayor with regard to – 
 

 the rate in the rand at which property rates shall be payable; and 
 the review and amendment of this policy; 

 
c) regularly reporting to the Mayor on the implementation of this policy; and 
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d) appointing, in terms of the Municipality’s supply chain management policy, 
of a valuer to prepare – 

 
 a general valuation roll; or 
 a supplementary valuation roll, 

 
3.3.2 The Municipal Manager may, in the performance of her/his functions and the      
         discharge of her/his duties in terms of this policy – 

 
a) Delegate any of her/his functions, powers or duties; and 

 
b) Perform such function and discharge such duty through an official under 

her or his control. 

4 PRINCIPLES 
 
The rates policy for the municipality is based on the following principles: 
 
(a) Equity 
 
 The municipality will treat all ratepayers with similar properties the same. 
 
(b) Affordability 
 

The ability of a person to pay rates will be taken into account by the municipality.  In 
dealing with the poor/indigent ratepayers the municipality will provide relief measures 
through exemptions, reductions or rebates. 
 

(c) Sustainability 
 
 Rating of property will be implemented in a way that: 
 
 i.  it supports sustainable local government by providing a stable and buoyant 
  revenue source within the discretionary control of the municipality; and 
                    
 ii. Supports local social economic development 
 
 
(d) Cost efficiency 
 

Rates will be based on the value of all rateable property and will be used to fund 
community and subsidized services after taking into account surpluses generated on 
trading (water, electricity) and economic (refuse removal, sewerage removal) 
services and the amounts required to finance exemptions, rebates, reductions and 
phasing-in of rates as approved by the municipality from time to time. 
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5 CATEGORIES OF PROPERTY FOR LEVYNG OF DIFFERENTAIL 
RATES 

5.1 In relation to property a category relates to properties determined in terms 
of Section 8 of the MPRA and in relation to owners of properties it means 
category of owners as determined in terms of Section 15(2) of MPRA. 

5.2 The category will be determined by the actual use of the property and if 
the property is not in use, the zoning and/or permitted use will determine 
same. The municipal valuer will be responsible for the categorizing of 
properties and the maintenance thereof as any change in use of a 
property may result in a change to the category. 

5.3 The categories that are determined by Council in line with Section 8(1) of 
MPRA, for the purpose of rating are: 

 
RATE CATEGORY ABBREVIATION 

Agriculture 
FAR-Farms Agricultural 

AGB-Farms Business & Commercial 

Conservation PRO-Protected Areas 

Residential RES-Residential 

Vacant Land earmarked for Residential RESV-Residential Vacant 

 
ResCON- Residential with Consent (Secondary Land Use 
Right 

 INF-Subsidy Housing 

 SSR - Sectional Title Residential 

 PVTR-Private Town (Residential) 

Institutional INS-Institutions 

State Owned Schools GOS-State Owned Schools 

State Owned  GOV-State Owned 

Municipal MUN-Municipal 

Public Benefit Organization PBO-Public Benefit Organizations 

 SSI - Sectional Title Public Benefit Organizations  

Privately Owned Towns PVTV-Private Town (VACANT LAND) 

Privately Owned Schools PSI-Private Schools or Institutions 

Business SSR - Sectional Title Business 

 Public Benefit Organizations 

 PVTO-Private Town (None Residential) 

 BUS-Business & Commercial Vacant 

 PVTV-Private Town (VACANT LAND) 

Industrial SSR - Sectional Title industrial 

 IND-Industrial 

 INDV-Industrial vacant 

 PVTO-Private Town (None Residential) 
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 PVTV-Private Town (VACANT LAND) 

Mining MIN-Mining & Quarries surface rights 

Transport -Pubic Taxi  or Bus amenities 

 -Private Taxi or Bus amenities 

 -Public airfields and heliports 

 -Private airfields and heliports 

 -Private truck stops and weigh bridges or transport 

Street PRR-Streets/Roads 

 PVS-Private Street 

 -Private parking areas 

Public Service Infrastructure PSI-Public Service Infrastructure 

 -Private Service Infrastructure 

 

5.4 Units under sectional title schemes will separately be assessed. The 
council may determine other categories as the council may, from time to 
time identify. 

 

6 CLARIFICATION OF CATEGORIES OF PROPERTIES 
 
6.1 Business and Commercial 

Property in this category includes: 
(i) property that have the Primary Land Use Right of Business or Industrial in term of 

the Land Use Scheme or used and operated as business, commercial, industrial 
and Tourism Accommodation (TA) and Include Boarding house Guesthouse & 
Lodges; 

(ii) property used for game farming and / or eco–tourism and Include Boarding house 
Guesthouse & Lodges; 

(iii) property used as a race course for any racing in connection with which betting is 
carried on by means of a totalizer or otherwise; 

(iv) Property that fall within the Land Use Zones of Special (S), General Mixed Use 
(GMU),  Low-Impact Mixed Use (LMU), Suburban Mixed Use (SMU), Industrial (I), 
High-Impact Industrial (HI), Low-Impact Industrial (LI) and Chemical Industry (CI), 
which is used for business and commercial or industrial purposes, unless such 
property is used for residential purposes in which case the residential rate will be 
applied. The residential property value reductions and rebates will be applicable 
to such properties used for residential purposes; 

(v) Property for which a Consent was Approved (Primary Land Use Right) for 
business or commercial use by the Council. 

 
 
6.2 Residential 
This category includes: 
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(i) Property used for residential purposes but excluding any property used business 
or commercial with a residential component or residential property for which a 
Consent (Secondary Land Use Right) was approved; 

(ii) Where a property is used for residential purposes, notwithstanding that it fall 
within a Zone of Business, the owner of such property may apply to the Council in 
writing for the levying of residential rates. The Council has the right to call for 
documentary evidence (Land use Right Certificate) and/or conduct a physical 
inspection of the property. Where the actual usage is primarily residential, the 
residential rates and property value reductions and rebates will apply to such 
property; 

(iii) The Council will not levy a rate on the first part of the value up to R60 000 of the 
market value of Residential Properties: on the first R15 000 on the basis set out in 
section 17(1)(h) of the MPRA; and on the balance of the market value up to R185 
000 in terms of section 15 of the Act. 

 

6.3 Residential with Consent (Secondary Land Use Right as per Land Use Scheme) 
 

(i) Any property with residential rights in respect of which a consent use (Secondary 
Land Use Right) has been granted for any business, commercial or Institutional 
purpose shall be rated as residential with consent use; 

(ii) Consent use granted on any property other than that referred to in (i) above, will 
result in that property being rated at the rate applicable to the purpose for which 
the consent has been granted; 

(iii) If a consent use is granted, the category of the property concerned will be 
updated in the valuation roll or supplementary valuation roll, as the case may be, 
to reflect residential with consent use (Secondary Land Use Right); 

(iv) If consent use lapses, falls away by the effluxion of time, is withdrawn or ceases 
to be applicable for any other reason, the owner of the property concerned may 
apply to the Council for the re-instatement of the residential rate. If approved, the 
residential rate shall be re-instated as from the date that the Council is satisfied 
that the property is being used for residential purposes only and proof be provided 
by the owner in terms of the Land Use Rights Certificate thereof; 

(v) Where a residential property with a market value less than that specified in the 
threshold is partially used for non-residential consent purposes, such property will 
remain in the category of residential. 

 
6.4 Sectional Title Business 
Property in this category includes: 

(i) Sectional Title properties that are within business category or have businesses 
operating therefrom; 

(ii) Where a property is in the Zone for Business and is used exclusively as 
residential, the residential tariff will be applicable. The property owner must 
submit a declaration and proof (Land Use Rights Certificate) as to the purpose for 
which the property is being used, so that it can be rated accordingly. The 
residential property value rebates will be applicable to such property; 

(iii) A rate levied by the Council on a sectional title unit is payable by the owner of the 
unit. 
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6.5 Sectional Title Residential 
This category includes sectional title properties, with in the Residential Zone and used 
solely for residential purposes: 

(i)  The Council will not levy a rate on the first part of the value up to R60 000 of the 
market value as per the Valuation Roll: on the first R15 000 on the basis set out in 
section 17(1)(h) of the MPRA; and Act in respect of residential properties, 
provided that the Council may from time to on the balance of the market value up 
to R185 000 in terms of section 15 of the Act in respect of residential properties, 
provided that the Council may from time to time during its annual budget process 
contemplated in section 12 (2) of the Act determine, as threshold, the amount to 
be deducted from the market value of residential properties, as a result of which 
rates will only be determined on the balance of the market value of such 
properties after deduction of the threshold amount. 

(ii) A rate levied by the Council on a sectional title unit is payable by the owner of the 
unit. 

 
6.6 Sectional Title Other 

(i) This category includes structures within a sectional title complex Business or 
residential that need to be valued separately including but not limited to garages, 
maids quarters, security houses.  

 

7 DETERMINATION OF RATES 
 

7.1 The Municipality shall as part of each annual operating budget impose a rate 
in the rand on the market value of all ratable properties as recorded in the 
Municipality’s valuation roll and supplementary valuation roll(s).  Ratable 
property shall include any rights registered against such property, with the 
exception of a mortgage bond.  Generally, all properties within the Govan 
Mbeki Municipal area of jurisdiction are ratable unless it is specifically 
exempted as set out in Section 15 of the MPRA and includes (but not limited 
to): 

 
       ● cemeteries 
      ● sport grounds for exercising amateur sport 
       ● properties owned by welfare organisations 
 

  7.2.1 The Municipality shall not levy rates on; 
 

a) Properties of which the Municipality is the owner 
 

b) Public service infrastructure owned by a municipal entity of which the 
Municipality is a parent municipality; and 

 
c) Properties in respect of which it is impossible or unreasonably difficult to 

establish a market value because of legally insecure tenure resulting from 
past racially discriminatory laws or practices 
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7.3 Notwithstanding the provisions of paragraph 5.1 all properties which were 

rated in terms of the previous valuation roll and supplementary valuation roll(s) 
will be rated in terms of this policy. 

 
7.4 The Council shall, when determining the rate for each financial year, take into    

account: 
 

a) the aggregate burden of rates and service charges on property owners in 
the various categories of property ownership; and 

 
b) the extent to which this burden is or remains competitive with the 

comparable burden in other municipalities within the economic region. 
 

7.5 In determining whether a property forms part of a particular category, the  
municipality shall have regard to the actual use to which the relevant property 
is put. In the case of vacant land the Primary Land Use Right as per the 
Register of Land Use Rights (RegLUR) shall determine the category into which 
it falls for rating purposes. 

 
7.6 A property used for multiple uses, for rates purposes must be determined by; 
 

a) In accordance with the “permitted use of the property”. 
b) In accordance with the “dominant use of the property” if (a) cannot be applied; 

or 
c) In accordance with the “different uses” by apportioning the market value of a 

category of property to the different purposes for which the property is used if 
both (a) and (b) above cannot be applied. 

8 PAYMENT OF RATES 
 

8.1 Payments for rates shall be made monthly on or before the date specified in 
each monthly rate account, which date shall be the 7th day of the month 
concerned or if the 7th is not a business day, the last business day before the 
7th .  

 
8.2 Arrears rates shall be recovered from tenants, occupiers and agents of the 

owner in terms of section 28 and 29 of the Act as follows:- 
 

8.2.1 If an amount, due for rates levied on a property, is not paid by the owner by 
the due date as shown on the account and no reaction is forthcoming from the 
owner after two written reminders have been issued, the amount in full or 
partially as follows: 

 
8.2.2 From the agent who is lawfully responsible to collect commission or rental in 

respect of the property concerned; 
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8.2.3 From a tenant or occupier of the property, only after an attempt was made to 
collect it from an agent refer to in 8.2.2 but such attempt was unsuccessful or 
no such agent exists or only a part of the outstanding amount could 
successfully be recovered. 

 
8.2.4 The amount recoverable is limited to the amount as stipulated in the Act and it 

may only be recovered after written notice has been served on the party 
concerned (tenant, occupier or agent) of the rates due and payable, but not 
yet paid by owner of the property. 

 
8.2.5 The notice referred to in 8.2.4 shall give the party concerned at least 14 

calendar days to pay the outstanding rates. 
 

9 EXEMPTIONS, REBATES AND REDUCTIONS ON RATES  
 

9.1 In imposing the rate in the rand for each annual operating budget, the council 
shall grant exemptions, rebates and reductions to the categories of properties 
and categories of owners indicated in schedule 1, but the council reserves the 
right to amend these exemptions, rebates and reductions if the circumstances 
of a particular annual budget so dictate.  

 
9.2 The percentage rebates and reductions granted by the Municipality shall be 

determined each year together with the consideration and approval of the 
annual budget. 

 
9.4 Relief Mechanisms  

 
Govan Mbeki Municipality may grant additional exemptions, rebates and 
reductions in accordance with of Section 15(2) of the Municipal Property Rates 
Act.  
 

9.5 Exemptions 
 

9.5.1  The first R15,000 (fifteen thousand rand) of the market value of all           
     residential properties and of all properties used for multiple purposes,  

provided one or more components of such properties are used for 
residential purposes, is exempt from the payment of rates in terms of 
Section 17(1)(h) of the Property Rates Act; 

 
9.5.2  Rate able property registered in the name of a welfare organization    

registered in terms of the National Welfare Act, 1978(Act 100 0f 1978); 
 

9.5.3 Ratable property registered as a public organization in the name of an 
institution or organization; 

 
9.5.4  Hospitals, clinics and institutions for mentally ill persons which are not  

   operated with the intention of making a profit; 
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9.5.5  Ratable property registered in the name of a public benefit organization 

performing specific public benefit activities; 
 

9.5.6  Cemeteries and crematoriums that are registered in the name of private  
persons and which are used exclusively for the burials and cremations 
of human remains, as the case may be; 

 
9.5.7  Museums, art galleries, libraries and botanical gardens which are  

registered in the name of private persons and which are open to public,  
whether admission fees is charged or not; 

 
9.5.8  National monuments including ancillary business activities at national 

   monuments; 
 

9.5.9   Places of Worship defined as per the MPRA; 
 

Exemptions described under paragraph 9.5.2 to 9.5.9 above may only be granted 
upon formal written applications submitted by the owners for consideration in terms 
of Section 15(2) of the MPRA.   

 
 

9.6 Exemptions will be subject to the following conditions:- 
 

(a) all applications referred to in 9.5 must be addressed in writing to the 
municipality; 

(b) a SARS tax exemption certificate must be attached to all applications; 
(c) the municipal manager or his/her nominee must approve all 

applications; 
(d) applications must reach the municipality before the end of October 

preceding the start of the new municipal financial year for which relief is 
sought; and 

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

 
9.7 Rebates 

  
The following categories of owners of residential properties shall receive the following 
rebates on the rate due in respect of such properties:  

 
9.7.1  Indigent Owners and Child Headed Families 

  
Property owners who are both the permanent occupants and the sole owners 
of the property concerned and who are registered indigents in terms of the 
municipality’s indigent management policy will be subsidized in terms of that 
policy and will not form part of a rebate in terms of the MPRA. Such subsidy is 
funded from the equitable share received to provide basic services to the poor.  

 
9.7.2  Pensioners 
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  Aged persons qualify for special rebates according to monthly household 
       income and other criteria as follows:  
 

a)  Applicants must have reached the age of 60 years.  
 

b) The Applicant must be the registered owner of the property and 
occupant.  

 
c) Applicant cannot be a registered owner of more than one property in 

the Municipal area.  
 

d) Income must not exceed the maximum as approved by Council from 
time to time. 

 
e) Proof of income from pension and other sources must be submitted 

with the applications in terms of this rebate. 
 

Applications must be submitted before 31 October of each financial year in  
order to qualify for the rebate during the next financial year. 

 
 

9.7.3 Disabled and Medically Unfit Applicants  
 

a)  Applicants qualify irrespective of the age on condition that a medical 
certificate proving medical unfitness is produced to Council and/or is in 
receipt of a disability grant from Social Services  

 
b)  The income must not exceed the maximum laid down by Council from 

time to time.  
 

c)  The Applicant must be the registered owner of the property and 
occupant.  

 
d)  The Applicant cannot be a registered owner of more than one property 

in the Municipal area. 
  

e) Applications must be submitted before 31 October of each financial 
year in order to qualify for the rebate during the next financial year. 

 
A rebate as determined on the above mentioned rates shall apply to residential 
applicants who qualify in terms of these criteria. 

 
 

9.7.4 Property used for agricultural purposes 
 

A rebate may be determined to the extent of municipal services provided by 
the municipality to agricultural properties in terms of section 3(4) of the MPRA. 
 

Page 158 of 328



 

 17

 
9.7.5 Compulsory phasing in of certain rates 

 
Rates levied on new ratable property must be phased in over a period of four 
years depending on the ownership and use (category) of such a property in 
terms of section 21 of the MPRA. 

i.  In the first year, must be 100 per cent of the rate for that year 
otherwise applicable to the property; 

ii. In the second year, must be 75 per cent of the rate for that year 
otherwise applicable to the property; 

iii. In the third year, must be 50 per cent of the rate for that year 
otherwise applicable to the property; 

iv. In the fourth year, must be 25 per cent of the rate for that year 
otherwise applicable to the property; 

 
9.7.6 The Council grants the above rebates in recognition of the following 

factors, after application was received for phasing in of certain rates:  
 

a)  The inability of residential property owners to pass on the burden 
of rates, as opposed to the ability of the owners of business, 
commercial, industrial and certain other properties to recover 
such rates as part of the expenses associated with the goods or 
services which they produce.  

 
b) The need to accommodate indigents and less affluent 

pensioners.  
 

c) The services provided to the community by public service 
organizations.  

 
d) The value of agricultural activities to the local economy coupled 

with the limited municipal services extended to such activities, 
but also taking into account the municipal services provided to 
municipal residents who are employed in such activities.  

 
e) The need to preserve the cultural heritage of the local 

community.  
 

f) The need to encourage the expansion of public service 
infrastructure.  

 
g) The indispensable contribution which property developers 

(especially in regard to commercial and industrial property 
development) make towards local economic development, and 
the continuing need to encourage such development.  

 
h) The requirements of the Property Rates Act no. 6 of 2004.  
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9.7.7 The municipal manager shall ensure that the revenues forgone in 
respect of the foregoing rebates are appropriately disclosed in each 
annual operating budget component and in the annual financial 
statements and annual report, and that such rebates are also clearly 
indicated on the rates accounts submitted to each property owner. 

 
9.7.8  Promotion of Economic Development 
 

a. 1.  The five year phasing in discount will apply to new non- 
residential developments  that would take place within the Urban 
areas of Govan Mbeki Municipality after approval of the MEC in 
terms of sections 21 (5) and 3(3)(i) was granted. 

2. The proposed development must be in line with the development 
requirements set out by the Land Use Scheme, By-Laws and 
Regulations and is implemented after approval of the Site 
Development Plan. 

3. The phasing in discount will be applied as follows. 
i. In the first year after approval of Site Development Plan, must be 

100 per cent of the rate for that year otherwise applicable to the 
property; 

ii. In the second year after approval of Site Development Plan, must 
be 80 per cent of the rate for that year otherwise applicable to the 
property; 

iii. In the third year after approval of Site Development Plan, must 
be 60 per cent of the rate for that year otherwise applicable to the 
property; 

iv. In the fourth year after approval of Site Development Plan, must 
be 40 per cent of the rate for that year otherwise applicable to the 
property; 

v. In the fifth year after approval of Site Development Plan, must be 
20 per cent of the rate for that year otherwise applicable to the 
property. 
 

b.  The developer must apply to Council for this phasing in discount. 
 

c. Rebates on New Residential Development by Private Developers: 
 

When a single property has been subdivided in more portions and registered 
in the developer’s name; a rebate of 85% in the residential rate will be 
granted subject to: 
 

i. All municipal services are installed by the developer at his/her own 
cost – water, sanitation, electricity and roads & storm water; 

ii. The rebate will only be applicable for a maximum period of five (5) 
years; 

iii. Should a subdivided portion be transferred to a new owner before the 
expiry of the five (5) years the rebate will lapse; 

iv. When a subdivided portion is fully developed before expiry of the five 
(5) years period the rebate will lapse. 
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d. Rebate on Special Industry 

 
To ensure sustainability of industry which employ local individuals 
permanently, a rebate of 15% on the industrial rate subject to specific 
conditions that: 

i. The industry creates more than 1 500 local permanent jobs; 
ii. The industry is beneficial to the community. 

10  CORRECTION OF ERRORS AND OMISSIONS  
 
     Where the rates levied on a particular property have been incorrectly determined,         
     whether because: 
  

a) of an error or omission on the part of the municipality; or 
 
b) false information provided by the property owner concerned; or 

  
c) a contravention of the permitted use to which the property concerned may be put, 

in all the above, the rates payable shall be appropriately adjusted for the period 
extending from the date on which the error or omission is detected back to the 
date on which rates were first levied in terms of the current valuation roll. In 
addition, where the error occurred because of false information provided by the 
property owner or as a result of a contravention of the permitted use of the 
property concerned, interest on the unpaid portion of the adjusted rates payable 
shall be levied at the maximum rate permitted by prevailing legislation.  

11 FREQUENCY OF VALUATIONS AND IMPLEMENTATION DATES 
  

a) The municipality shall prepare a new General Valuation Roll every 4 years, with the 
option to extend the validity of the valuation roll to 5 (five) years and supplementary 
valuation rolls at least once a year Sec. 32(1) (b). The General Valuation Roll takes 
effect on the implementation date which is the 1st July 2016. 
 

b) The municipality shall prepare a Supplementary Valuation Roll at least once a year 
as stipulated in Section 77. A Supplementary Valuation Roll takes effect on the first 
day of the month following the completion of the public inspection period (Section 49) 
and remains valid for the duration of the municipality’ current valuation roll as 
stipulated in Section 78(2)(b).  

 

12   SCHEDULE 1 
 

1. CATEGORIES OF PROPERTY, REDUCTIONS, REBATES AND RATES  
 

Rates Category Land Use  Reduction & Rebates Tariff 
2018/19 

Tariff 
2019/20 
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AGB-Farms Business & 
Commercial 

Business & Commercial  – 
non-agricultural farms 
used for business purposes 

  
 None 

 
0.022982 

 
0.024177 

Agricultural/Farming properties not used for bona fide farming purposes shall be rated according to the actual use thereof; 
BUS-Business & Commercial 
BUS-Business & Commercial 
IND-Industrial 

Business & Commercial – 
(Trading)  
Business 
 
Industrial 

  
 
None 
 

 
 

0.022982 

 
 

0.024177 

Properties in this categories includes-: 
I. Properties zoned for business, commercial and industrial purposes; 

Properties zoned general, special or undetermined which is used for business, commercial or industrial purposes; 
FAR-Farms Agricultural  

Agriculture  
 AGRICULTURAL REBATES 

MPRA (Agricultural 
Purpose) Rebate 55% 

 
0.001980 

 
0.002083 

Properties in this category is limited to properties zoned for agricultural/farming and used predominantly for bona fide farming purposes 
with the property owner deriving his/her principal source of income from the produce of land /stock farming on  such property. This 
category excludes properties used for purposes of eco-tourism and/or game farming, equestrian estate and non-edible farming. 
RSF - Recreational & sporting 
Facilities 

 
Recreational 

  
None 

 
0.011878 

 
0.012496 

I. Properties used for game farming and/or eco-tourism; 
II. Properties zoned private used for recreational or sporting facilities; 
GOS-State Owned Schools  

Institutional 
  

None 
 

0.022982 
 

0.024177 

I. Properties owned by the State is rateable  and will be categorised according to the zoning of the property; 

II. If property owned by the State is zoned for the provision of residential accommodation, the rates must, after presentation of a 
Certificate of Occupancy, be levied in terms of the residential tariffs; and 

III. Only use classified as State as defined in this policy, will be rated in accordance with the tariff determined for State owned 
properties. 

 
GOV-State Owned 

 
Institutional 

  
None 

 
0.022982 

 
0.024177 

I. Properties owned by the State is rateable  and will be categorised according to the zoning of the property; 

II. If property owned by the State is zoned for the provision of residential accommodation, the rates must, after presentation of a 
Certificate of Occupancy, be levied in terms of the residential tariffs; and 

III. Only use classified as State as defined in this policy, will be rated in accordance with the tariff determined for State owned 
properties. 

ResCon – Residential 
Consent Use 

 
Multi-Purpose 

  
None 

 
0.011878 

 
0.012496 

A consent use is an extended right to use land or to erect and use a building on the land granted in terms of an applicable Town 
Planning Scheme; provided that-: 

I. Any property zoned for residential purposes in respect of which a consent use has been granted for any business, commercial 
and/or industrial purpose shall be rated as residential with consent use; 

II. If a consent use is granted, the category of the property concerned will be updated in the valuation roll or supplementary 
valuation roll, as the case may be, to reflect residential with consent use; 

III. If a consent use lapse, falls away by the efflux ion of time, is withdrawn or ceases to be applicable for any other reasons, the 
owner of the property concerned may apply to the Council for the re-instatement of the residential rate. If approved, the residential 
rate shall be re-instated as from the date that Council is satisfied that the property is being used for residential purposes only in 
terms of the zoning thereof; 

IV. Where a residential property with a market value less than that specified in the threshold (60 000) is partially used for non-
residential purposes, such property will remain in the category of residential; and Consent use granted on any property other 
than referred to in (i) above will result in that property being rated at the tariff applicable to the purpose of the consent within the 
range of property categories set out in the Property Rates Policy. 

INS-Institutions Institutional   0.022982 0.024177 

MIN-Mining & Quarries Mining  None 0.022982 0.024177 

Properties used for mining purposes or purposes incidental to mining operations must be rated as if zoned business and/or commercial. 
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MUN-Municipal  
Institutional 

 STANDARD REDUCTION 
AND REBATES MPRA 
(Municipal): Rebate 100% 

 
0.007919 

 
0.008331 

All properties owned or vested in the Council are not rateable. 

MUPR-Multiple Purpose 
Residential 

 
Multipurpose 

  
None 

 
0.011878 

 
0.012496 

Where a property’s zoning allows more than one permitted use and where the use of the property is used dominantly (Fifty plus one 
percent) for residential purposes the entire property will be rated in accordance with the residential tariff. Only if the property owner 
submits a declaration duly certified by a registered town planner as to the purpose the property is being used for, so that it can be rated 
accordingly. However the residential rebate will not apply. 
MUPR-Multiple Purpose 
Business 

 
Multipurpose 

  
None 

 
0.022982 

 
0.024177 

Where a property’s zoning allows for more than one permitted use and where the use of the property is used dominantly (Fifty plus one 
percent) for business and commercial purposes the entire property will be rated in accordance with the business rate. 
PBO-Public Benefit 
Organisations 

 
Institutional 

   
0.001980 

 
0.002083 

Properties in this category shall be rated according to the prevailing nationally promulgated rates ratio based on usage of property subject 
to-: 

I. The Public benefit organisation providing the Council with 3 years audited financial statements and can prove to the Council that 
it is not in the financial position to pay the full rates; 

II. A Public benefit organisation is required  

III. Any property not falling within the ambit of bullet number (I) shall be deemed to be business and commercial for the purpose of 
levying a rate. 

POS-Public Open Space  
Open Space 

 STANDARD REDUCTION 
AND REBATES MPRA 
(Municipal): Rebate 100% 

 
0.007919 

 
0.008331 

 
PRO-Protected Areas 

 
Conservation 

 STANDARD REDUCTION 
AND REBATES MPRA 
(Protected Areas): Rebate 
100% 

 
0.007919 

 
0.008331 

 
PRR-Streets/Roads 

 
Streets 

   
0.007919 

 
0.008331 

PSI-Public Service 
Infrastructure 

 
Utilities 

 STANDARD REDUCTION 
AND REBATES MPRA 
(Infrastructure) 

 
0.001980 

 
0.002083 

Property falling within this category shall be rated at the prevailing ratio as promulgated by MPRA Regulations. 
 
PVT-Private Town 

 
Open Space 

  
Rates Policy Rebate 75% 

 
0.007919 

 
0.008331 

RES-Residential 
RES-Residential 
INF-Informal Residential 

Residential 
Residential 
Residential 

 STANDARD REDUCTION 
AND REBATES MPRA 
(Residential): Reduction  
R 15, 000. 
Rates Policy Rebate 
R45,000 

 
0.007919 

 
0.008331 

Residential Property shall include-: 
I. Properties zoned and used for residential purposes but excluding any business or commercial zoned properties with a residential 

component or residential with consent use; 

The Council will not levy a rate on the first value up to R60 000 of the market value as per the Valuation Roll of Residential Properties, as 
follows-: 

 On the first R15 000 on the basis set out in Section 17(1)(h)of the Municipal Property Rates Act (Act No.6 of 2005); and 

 On the balance of the market value up to R45 000 in respect of residential properties, provided that Council may from 
time to time during its annual budget process contemplated in Section 12(2) of the Municipal Property Rates Act 
determine, as threshold, the amount to be deducted from the market value of residential properties as a result of which 
rates will only be determined on the balance of the market value of such properties after deduction of the threshold 
amount. 

Where a property is zoned institutional but the actual usage is residential the owner of such property shall be required to apply to the 
Council in writing for the levying of property rates at a tariff lower than that applied to the business, commercial and industrial category. 
The Council has the right to call for documentary evidence and/or conduct a physical inspection of the residential, the scale of residential 
property value reductions and rebates will be applicable to such properties. 
SCP-Private Schools or 
Institutions 

 
Institutional  

  
None 

 
0.022982 

 
0.024177 

UDT-Unregistered Undetermined    
0.007919 

 
0.008331 
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WOR-Places of Worship 

 
Institutional  

 STANDARD REDUCTION 
AND REBATES MPRA 
(Places of Worship): Rebate 
100% 

 
0.007919 

 
0.008331 

Properties in this category refers to property registered in the name of and used primarily as a place of public worship by a religious 
community, including an official residence registered in the name of that community which is occupied by an office-bearer of that 
community who officiates at services at that place of worship. 
AER-Accommodation 
Establishment 

Residential  None  
0.011878 

 
0.012496 

A dwelling house which is used for the purpose of letting individual and family rooms for residential accommodation, with or without 
meals, and which exceeds the restrictions of a bona fide residential dwelling. 

 
2. EXEMPTIONS 

 
 The first R15, 000 via MPRA of the market value of all residential properties and 

of all properties used for multiple purposes, provided one or more components of 
such properties are used for residential purposes, is exempt from the payment of 
rates in terms of Section 17(1)(h) of the Property Rates Act. (Paragraph 7.5.1) 

 Exemption per application on the following subsidy housing ito section 3 (3)(f) 
o R110 000 exemption on all subsidy housing for the poor 
o R164 000 exemption on a 45 sq. meter subsidy house for a wheelchair 

dependent 
o R188 000 for 50 sq. meter subsidy house for Military Veteran 
o R110 000 exemption on all Farm and Rural 40 sq. meter subsidy houses 

 
 Properties identified in terms of paragraph 7.5.2 to 7.5.9 of this policy. 

 
 
  
___________________    _____________________ 
Mrs E.K. Tshabalala    Date 
Acting Municipal Manager      
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TARIFF POLICY 

 

1.  Introduction 

 

1.1  In terms of the White Paper on Local Government municipalities must have access to 

adequate sources of revenue - either own resources or intergovernmental transfers - to 

enable them to carry out the functions that have been assigned to them. Municipalities 

should be encouraged to fully exploit these sources of revenue to meet their 

developmental objectives. Financial sustainability requires that municipalities ensure that 

their budgets are balanced (income should cover expenditure). Given revenue 

constraints, this involves ensuring that services are provided at levels which are 

affordable and that municipalities are able to recover the costs of service delivery. No 

bailout will be provided to a municipality that overspends its budget and/or fails to put in 

place proper financial management controls. It is the responsibility of the political leaders 

to ensure that they set realistic budgets. However, there is a need for subsidisation to 

ensure that poor households, who are unable to pay even a proportion of service costs, 

have access to basic services. 

 

1.2  The Municipality adopts this policy in order to ensure that it achieve the objectives set out 

in the White Paper. 

 

2.  Statutory framework 

  

2.1  In terms of section 75A of the Local Government: Municipal Systems Act 2000 (Act No 

32 of 2000) the Municipality may levy and recover fees, charges or tariffs in respect of 

any function performed or service rendered by or on behalf of the Municipality and 

recover collection charges and interest on any outstanding amount. Once the Council 

has levied a fee, charge or tariff, notice must be given that the Council has passed a 

resolution in this regard and the resolution must be made available for inspection.  
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2.2  In terms of section 74 of the Systems Act the Council must adopt and implement a tariff 

policy on the levying of fees for municipal services provided by or on behalf of the 

Municipality. Such a tariff policy must reflect at least the following principles, namely that- 

 

(a) consumers of municipal services should be treated equitably in the application of 

tariffs; 

 

(b) the amount individual consumers pay for services should generally be in 

proportion to their consumption of the service concerned; 

 

(c) poor households must have access to at least basic services through tariffs that 

cover only operating and maintenance costs, special tariffs or life line tariffs for 

low levels of use or consumption of services or for basic levels of service or any 

other direct or indirect method of subsidisation of tariffs for poor households; 

 

(d) tariffs must reflect the costs reasonably associated with rendering the service, 

including capital, operating, maintenance, administration and replacement costs, 

and interest charges; 

 

(e) tariffs must be set at levels that facilitate the financial sustainability of the service, 

taking into account subsidisation from sources other than the service concerned; 

 

(f) provision may be made in appropriate circumstances for a surcharge on the tariff 

for a service; 

 

(g) provision may be made for the promotion of local economic development through 

special tariffs for categories of commercial and industrial users; 

 

(h) the economical, efficient and effective use of resources, the recycling of waste, 

and other appropriate environmental objectives must be encouraged; 

 

(i) the extent of subsidisation of tariffs for poor households and other categories of 

users should be fully disclosed. 
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3.  Principles 

 

3.1  In setting tariffs the Council shall take into account – 

 

(a)  the tariffs applicable for the same or comparable standard of service elsewhere in 

the economic region; and  

 

(b) the impact the Municipality’s tariffs may have on local economic development. 

 

3.2  The Municipality shall ensure that its tariffs are fairly applied throughout the Municipality.   

 

3.3  Tariffs for the provision of – 

 

(a)  electricity and water shall be set in such a manner that the Municipality realises a 

net trading surplus of approximately 10% in each financial year; and  

 

(b)  refuse removal (solid waste) and sewage services shall be set in such a manner 

that the Municipality, as far as possible, covers the cost of rendering the service. 

 

3.4  The tariff which a particular consumer pays in respect of electricity, water and solid waste 

services shall be directly related to the standard of service received and the quantity of 

the particular service consumed. 

 

3.5  A trading surplus realised in respect of any service shall be applied – 

 

(a)  in relief of property rates; and  

 

(b)  for the partial financing of general services; or  

 

(c)  for the future capital expansion of the service concerned; or  
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(d)  both the partial financing of general services and future capital expansion of the 

service concerned. 

3.6  The extent to which there is cross-subsidisation between categories of consumers shall 

be evident to all consumers of the service in question. 

 

3.7  The tariff structure for services shall, in appropriate cases, consist of two parts, namely – 

 

(a)  a fixed cost charge, which is an availability levy that is payable which is payable 

for the availability of the relevant service regardless of whether or the volume of 

service that is consumed; and  

 

(b) a variable cost charge, which is a charge that is directly related to the volume of 

the service consumed.  

 

4. Institutional arrangements   

 

4.1 Powers, duties and functions of the Council 

 

The Council shall annually, together with the consideration and adoption of the budget, – 

 

(a)  determine the charges and tariffs for municipal services rendered by or on behalf 

of the Municipality; and  

 

(b) review and consider changes to this policy.  

 

4.2  Powers, duties and functions of the Executive Committee  

 

 The Executive Committee shall – 

 

 (a)  monitor the implementation of this policy; 

 

(b) submit recommendations to the Council regarding the charges and tariffs for 

municipal services rendered by or on behalf of the Municipality; 

 

(c)  submit recommendations to the Council regarding the review and amendment of 

this policy; and  

 

(d) regularly report to the Council regarding the implementation of this policy. 
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4.3  Powers, duties and functions of the Municipal Manager 

 

 4.3.1  The Municipal Manager shall be responsible and accountable for – 

 

  (a)  the implementation of this policy; 

 

  (b) advising the Executive Committee with regard to – 

 

(i)  the charges and tariffs for municipal services rendered by or on 

behalf of the Municipality; and  

 

   (ii)  the review and amendment of this policy; and  

   

(c)  regularly report to the Executive Committee on the implementation of this 

policy. 

 

4.3.2  The Municipal Manager may, in the performance of her/his functions and the 

discharge of her/his duties in terms of this policy – 

 

(a)  delegate any of her/his functions, powers or duties to the Chief Financial 

Officer; and 

 

(b)  perform such function and discharge such duty through an official under 

her/his control.  

 

5.  Manner of determining charges and tariffs 

 

5.1  The determination of tariffs for the provision of electricity, water, sewage and solid waste 

services shall be based on an analysis of the relevant cost drivers. Such cost drivers 

include (but is not limited to) – 

 

(a) Cost of bulk purchases in the case electricity and water; 

Page 171 of 328



 
 

Initial:  ________ 

8

 

(b) Distribution costs; 

 

(c) Distribution losses in the case of electricity and water; 

 

(d) Maintenance of infrastructure and other fixed assets; 

 

(e) Administration and service costs, including – 

 

(i) service charges levied by departments of the Municipality; 

 

(ii) reasonable general overhead, such as the costs associated with the office 

of the Municipal Manager; 

 

(iii) adequate contributions to the provisions for bad debts and obsolescence 

of stock; and 

 

(iv) all other ordinary operating expenses associated with the service 

concerned including, in the case of the electricity service, the cost of 

providing street lighting in the municipal area;   

 

(f) The intended surplus to be generated for the financial year; and  

 

(g) The cost of approved indigency relief measures. 

 

5.2 The costs of the democratic governance process, i.e. expenses associated with the 

political structures of the Municipality, shall form part of the expenses to be financed from 

property rates and general revenues and shall not be included in the costing of services.   

 

5.3 The Municipality shall provide – 

 

(a) 50 kWh of electricity per month free to all registered Indigent Households; and 

(b) 10 kl of water per month free to all registered Indigent households. 
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5.4  The Municipality shall consider further relief in respect of the tariffs for solid waste 

services, sewer services, basic charges and rates  for registered indigents to the extent 

that the Council deems such relief affordable in terms of each annual budget.  

 

5.5  Electricity services   

 

5.5.1   All electricity consumers shall be billed for electricity consumption at the tariff 

applicable to the category in which the particular consumer falls.  

 

5.5.2  The electricity tariff shall consist of a basic charge plus consumption, taking into 

consideration guidelines by the National Electricity Regulator. A basic charge 

shall also be payable in respect of vacant/undeveloped land where electricity is 

available.  

 

5.5.3  The Municipality’s departmental electricity consumption shall be equal to the 

domestic tariff. 

 

5.6 Water services   

 
5.6.1  The consumption component of tariffs for water for all consumers shall be 

determined according to the cost of providing the service subject to paragraph 

3.3(a). 

 

5.6.2  The fixed cost component of the tariff for water shall consist of a basic charge per 

water meter, as determined by Council from time to time. The basic charge shall 

be charged on all water consumers. A basic charge shall also be payable in 

respect of vacant/undeveloped land where water is available.  

 

5.6.3  The Municipality’s departmental water consumption tariff shall be equal to the 

domestic tariff. 
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5.7 Sewage services 

 
5.7.1    All sewerage consumers shall be billed for sewerage basic and/or consumption at        

 
  the tariff applicable to the category in which the particular consumer falls.   

 

5.7.2  The sewage tariff shall consist of a basic charge plus consumption as determined 

by council from time to time, based on the costs of the service concerned:  

 

5.7.2 A basic charge will be payable on vacant/undeveloped properties that have access 

          to water borne sewage system. 

 

5.7.3 A fixed monthly charge based on the costs of the service shall be charged in 

respect of consumers who have access to other forms of sanitation other than   

water borne sewer 

 

5.7.4  The Municipality’s departmental consumption tariff shall be equal to the domestic  

              tariff. 

 

5.8  Solid waste  

 

A fixed monthly refuse removal charge shall apply to each of the following categories of users, 

based on the costs of the service concerned: 

  

(a) Vacant / undeveloped properties  

 

(b) Domestic refuse removal (once weekly removal) 

 

(c) Other users (once weekly removal) 

 

(d) Other users (twice weekly removal) 

 
(e) Other users (three times weekly removal) 

 
(f) Other users (four times weekly removal) 
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(g) Other users (five times weekly removal) 

 
(h) Other users (six times weekly removal) 

 
(i) Other users (daily removal) 

 

(j) Bulk consumers. 

 

Minor tariffs 

 

5.9 All minor tariffs shall be approved by the Council in each annual budget. The Council 

may decide that the service concerned be subsidised by property rates and general 

revenues when - 

 

(a) the tariff will prove uneconomical when charged to cover the cost of the service 

concerned; or  

 

(b) the cost of providing the relevant service cannot accurately be determined; or  

 

(c) the tariff is designed purely to regulate rather than finance the use of the particular 

service or amenity.  

 

5.10 All minor tariffs over which the Municipality has full control and which are not directly 

related to the cost of a particular service, shall annually be adjusted at least in line with 

the prevailing consumer price index, unless there are compelling reasons why such 

adjustment should not be effected 

 

5.11 The following services shall be considered as subsidised services:  

 

(a) funerals and cemeteries; 

 

(b) rentals for the use of municipal sports facilities; 

 

(c) renting of chalets, flats, conference centres and halls and caravan stands; 

 

(d) consideration and approval of building plans and inspection of construction works. 
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5.12 The following services shall be considered as community services and no tariffs shall be 

levied for their use: 

 

(a) municipal museum and art gallery; 

 

(b) disposal of garden refuse and building rubble at municipal landfill sites; 

 

(c) public libraries managed and operated by the Municipality (excluding fines as set 

out below); 

 

(d) parks and open spaces. 

 

5.13 The following services shall be considered as economic services. The tariffs levied shall 

cover as near as possible to 100% of the budgeted annual operating expenses of the 

service concerned: 

 

(a) maintenance of graves and garden of remembrance; 

 

(b) rentals for the use of municipal halls and other premises, provided that if the 

Municipal Manager is satisfied that the hall or premises concerned are required by 

non-profit organisation in connection with the provision of a service to the 

community, she/he may waive 50% of the rental;  

 

(c) sales of refuse bins; 

 

(d) cleaning of stands; 

 

(e) electricity connection fees; 

 

(f) testing of electricity consumption meters; 

 

(g) sales of gravel, plants and paving slabs; 

 

(h) photocopies and sending and receiving facsimile messages; 
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(i) rates clearance certificates;  

 

(j) performing work for third parties (jobbings), e.g. moving of motor entrances;  

 

(k) renting of municipal equipment, e.g. grader, front-end loader, cherry-picker etc., 

which rentals shall be determined consistent with the tariffs prescribed by the 

Department of Public Works; and  

 

(l) valuation certificates. 

 
(m) Applications for clearance 

 
(n) Duplicate accounts 

 

5.14 The following charges and tariffs shall be considered as regulatory or punitive and shall 

be determined as appropriate in each annual budget: 

 

(a) fines for lost or overdue library books; 

 

(b) advertising sign fees; 

 

(c) pound fees and other fees related to the impoundment and keeping of animals in 

custody; 

 

(d) electricity disconnection and reconnection fees; 

 

(e) penalty and other charges (e.g. tampering fees) imposed in terms of the approved 

debt collection policy;  

 

(f) encroachments; and  

 

(g) penalty charges for the submission of dishonoured, stale, post-dated or otherwise 

unacceptable cheques. 

 

(h) Clearance certificates 
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5.15 Market-related rentals shall be levied for the lease of municipal properties and municipal 

houses. 

 

5.16  The Municipal Manager shall, taking into account the likelihood of the Municipality 

sustaining damages as a result of the use of the facilities concerned, determine whether 

an indemnity or guarantee must in each instance be lodged for the rental of municipal 

halls, premises and sports fields, and shall determine the amount of such guarantee. 

 

5.17   Tariff adjustments shall be effective from 1 July each year or implemented at a later date 

effective retrospectively from July of each year, subject to an exemption from the 

provision of section 28 of the MFMA being granted by the Minister of Finance. 

 

 

 

 

 

 

___________________    _____________________ 
Mrs E.K. Tshabalala    Date 
Acting Municipal Manager      
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1 BACKGROUND 

1.1 CONSTITUTIONAL AND LEGAL FRAMEWORK 

The South African Constitution requires municipalities to strive, within their financial and 
administrative capacity, to achieve the following objects: 

 providing democratic and accountable government for local communities; 
 ensuring the provision of services to communities in a sustainable manner; 
 promoting social and economic development; 
 promoting a safe and healthy environment; and 
 Encouraging the involvement of communities and community organisations in 

matters of local government. 
 

The manner in which a municipality manages its fixed assets is central to meeting the above 
challenges. Accordingly, the Municipal Systems Act (MSA) specifically highlights the duty of 
municipalities to provide services in a manner that is sustainable, and the Municipal Finance 
Management Act (MFMA) requires municipalities to utilise and maintain their assets in an 
effective, efficient, economical and transparent manner. The MFMA specifically places 
responsibility for the management of municipal assets with the Municipal Manager. 
 
The Occupational Health and Safety Act (OHSA) requires municipalities to provide and 
maintain a safe and healthy working environment, and in particular, to keep its assets safe. 

1.2 ACCOUNTING STANDARDS 

The MFMA requires municipalities to comply with the Standards of Generally Recognised 
Accounting Practice (GRAP), in line with international practice.  The Accounting Standards 
Board (ASB) has approved a number of Standards of Generally Recognised Accounting 
Practice (GRAP). When compiling a Fixed Asset Register in accordance with the accounting 
standards, the requirements of GRAP 17 cannot be seen in isolation.  Various other 
accounting standards impact on the recognition and measurement of assets within the 
municipal environment and should be taken into account during the compilation of a GRAP 
compliant asset register.  The following Standards of GRAP significantly impacts on the 
recognition and measurement of assets within the municipal environment:- 
 
GRAP 11 Construction Contracts 
GRAP 12 Inventories 
GRAP 13 Leases (deemed finance leases); 
GRAP 16 Identification of items to be treated as Investment Properties 
GRAP 17 Property Plant and Equipment 
GRAP 21 Impairment of non-cash generating assets 
GRAP 26 Impairment of cash generating assets 
GRAP 101 Agriculture 
GRAP 102 Intangible assets  
GRAP 103 Heritage assets  
GRAP 100 Non-Current assets held for sale and Discontinued Operations 
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2 OBJECTIVES  

The objective of this policy is to: 
 

 implement accrual accounting in terms of prevailing accounting standards; and 
 apply asset management practice in a consistent manner and in accordance with 

legal requirements and recognised good practice.  

3 APPROVAL AND EFFECTIVE DATE 

The Municipal Manager is responsible for the submission of this document to Council to 
consider its adoption. Council shall indicate the effective date for implementation of the 
policy.  

4 KEY RESPONSIBILITIES 

Municipal Manager 
The Municipal Manager is responsible for the management of the assets of the municipality, 
including the safeguarding and the maintenance of those assets. 
 
The Municipal Manager shall ensure that: 
 

 An Asset Management Committee is established, through which all asset processes 
and procedures will be implemented. 

 The municipality has and maintains a management, accounting and information 
system that accounts for the assets of the municipality; 

 The municipality’s assets are valued in accordance with the standards of generally 
recognised accounting practice (GRAP); 

 The municipality has and maintains a system of internal control of assets, including 
an asset register; and 

 The Senior Managers and their teams comply with this policy. 
 
As Accounting Officer of the municipality, the Municipal Manager shall be the principal 
custodian of all the municipality’s fixed assets, and shall be responsible for ensuring that this 
policy is effectively applied upon adoption by Council. To this end, the Municipal Manager 
shall be responsible for the preparation, in consultation with the CFO and Senior Managers, 
of procedures to effectively and efficiently apply this policy.  
 
Chief Accounting Officer 
The Chief Financial Officer (CFO) is responsible to the Municipal Manager to ensure that the 
financial investment made in the municipal assets is safeguarded and maintained. 
 
The CFO, as one of the Senior Managers of the municipality, shall also ensure, in exercising 
his/her financial responsibilities, that: 
 

 Appropriate systems of financial management and internal control are established 
and carried out diligently; 

 The financial and other resources of the municipality are utilized effectively, 
efficiently, economically and transparently; 
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 Any unauthorized, irregular or fruitless or wasteful expenditure, and losses resulting 
from criminal or negligent conduct, are prevented; 

 All revenue due to the municipality is collected, for example rental income relating to 
assets; 

 The systems, procedures and registers required to substantiate the financial values of 
the municipalities’ assets are maintained to standards sufficient to satisfy the 
requirements of the Auditor-General; 

 Financial processes are established and maintained to ensure the municipality’s 
financial resources are optimally utilized through appropriate asset plans, budgeting, 
purchasing, maintenance and disposal decisions; 

 The Municipal Manager is appropriately advised on the exercise of powers and duties 
pertaining to the financial administration of assets; 

 The Senior Managers and senior management teams are appropriately advised on 
the exercise of their powers and duties pertaining to the financial administration of 
assets; 

 This policy and support procedures are established, maintained and effectively 
communicated. 

 
The CFO may delegate or otherwise assign responsibility for performing these functions but 
will remain accountable for ensuring these activities are performed. The CFO shall be the 
fixed asset registrar of the municipality, and shall ensure that a complete, accurate and up-
to-date computerised fixed asset register is maintained.  No amendments, deletions or 
additions to the fixed asset register shall be made other than by the CFO or by an official 
acting under the written instruction of the CFO.  
 
Asset Management Committee  
 
The Asset Management Committee (AMC) shall ensure that: 
 

 The Asset Management Policy is reviewed on an annual basis to ensure alignment 
with legislative and prescriptive guidelines; 

 The process and procedure guidelines are reviewed on an annual basis to address 
any shortcomings and incorporate guidance received from the internal and external 
auditors; 

 The Policy and Procedure Guidelines are adhered too; 
 The Committee meets at least quarterly;  
 A detailed action plan is developed for the annual review/verification of all assets; 

and that this action plan is effectively followed. 
 Consider the submission by the CFO of all asset to be written off / disposed of and 

make recommendations to the council for adoption 
 
The Asset Management Committee (AMC) must consist of at least one Senior Manager and 
six Managers of the municipality which must include: 
 

 Manager directly accountable to the Municipal Manager / Delegated Official 
 Manager Energy Services 
 Manager Water and Sanitation 
 Manager Roads and Storm water 
 Manager Fleet Management 
 Manager Facilities 
 Manager Assets Management 
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Senior Manager  
 
Senior Managers (the managers directly accountable to the Municipal Manager) shall ensure 
that: 
 

 Appropriate systems of physical management and control are established and 
carried out for all fixed assets; 

 The municipal resources assigned to them are utilized effectively, efficiently, 
economically and transparently; 

 Procedures are adopted and implemented in conformity with this policy to produce 
reliable data to be captured into the municipal asset register; 

 Any unauthorised, irregular or fruitless or wasteful utilisation, and losses resulting 
from criminal or negligent conduct, are prevented; 

 The asset management system, processes and controls can provide an accurate, 
reliable and up to date account of assets under their control; 

 They are able to manage and justify that the asset plans, budgets, purchasing, 
maintenance and disposal decisions optimally achieve the municipality’s strategic 
objectives; and 

 Manage the asset life-cycle transactions to ensure that they comply with the plans, 
legislative and municipal requirements. 

 
The Senior Managers may delegate or otherwise assign responsibility for performing these 
functions but they shall remain accountable for ensuring these activities are performed. 
 

5 POLICY AMENDMENT 

Changes to this document shall only be applicable if approved by Council. Any proposals in 
this regard shall be motivated by the Municipal Manager in consultation with the CFO and 
respective Senior Managers. These recommendations shall be considered for adoption by 
Council. 
 

6 RELATIONSHIP WITH OTHER POLICIES  

This policy, once effective, will replace the pre-existing Asset Management Policy.    
 
This policy needs to be read in conjunction with other relevant policies of the municipality, 
including the following adopted documents:  
 

 Delegations Register 
 Identifying the processes surrounding the establishment of delegated authority.  

 SCM policy  
 Regulating all processes and procedures relating to acquisitions. 

 Budget policy 
 The processes to be followed during the budget process as well as pre-determined 

prioritisation methodology, 
 Accounting Policy 
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Governed by the Accounting standards, the accounting policy determines the basis 
recognition, measurement and recording of all transactions. 

 Risk Management Policy 
The policy promotes effective and efficient asset utilisation. 
 

   

7 POLICY FOR FIXED ASSET ACCOUNTING  

7.1 FIXED ASSET RECOGNITION 

(a) Definitions and rules  

Asset 
An asset is defined as a resource controlled by an entity as a result of past events and from 
which future economic benefits or service potential associated with the item will flow to the 
entity.  
 
Fixed Asset 
A fixed asset is an asset with an expected useful life greater than 12 months.  
 
Useful Life   
Useful life is defined as the period over which an asset is expected to be available for use by 
an entity, or the number of production or similar units expected to be obtained from the asset 
by an entity. 
 
Control 
An item is not recognised as an asset unless the entity has the capacity to control the service 
potential or future economic benefit of the asset, is able to deny or regulate access of others 
to that benefit, and has the ability to secure the future economic benefit of that asset  
 
Past transactions or events 
Assets are only recognised from the point when some event or transaction transferred 
control to an entity. 
 
Probability of the flow of benefits or service potential  
The degree of certainty that any economic benefits or service potential associated with an 
item will flow to the municipality is based on the judgement. The Municipal Manager shall 
exercise such judgement on behalf of the municipality, in consultation with the CFO and 
respective Senior Manager.   
 
Economic benefits 
Economic benefits are derived from assets that generate net cash inflows. 
 
Service Potential 
Assets have service potential if they have the capacity, singularly or in combination with 
other assets, to contribute directly or indirectly to the achievement of an objective of the 
municipality, such as the provision of services.   
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Tangible assets 
Tangible fixed assets can be either movable or immovable. Moveable assets are assets that 
can be moved (such as machinery, equipment, vehicles and furniture). Immoveable assets 
are fixed structures such as buildings and roads. Plant that is built-in to the fixed structures 
and is an essential part of the functional performance of the primary asset is considered an 
immoveable asset (though it may be temporarily removed for repair).  
 
Intangible assets 
Intangible assets are defined as identifiable non-monetary assets without physical 
substance. Examples are licenses/rights, (such as water licenses), servitudes, and software. 
The assets must either be separable (able to be sold, transferred, or rented) or arise from 
contractual rights.   

Leased assets 

A lease is an agreement whereby the lessor conveys to the lessee, in return for a payment or 
series of payments, the right to use an asset for an agreed period of time. Leases are 
categorised into finance and operating leases. A finance lease is a lease that transfers 
substantially all the risks and rewards incident to ownership of an asset, even though the title 
may or may not eventually be transferred (substance over form). Where the risks and 
rewards of ownership of an asset are substantially transferred, the asset in respect of that 
finance lease is recognised as a fixed asset. Where there is no substantial transfer of risks 
and rewards of ownership, the lease is considered an operating lease and payments are 
expensed in the income statement on a systematic basis. (straight line basis over the lease 
term) 

Asset custodian  

The department that controls an asset, as well as the individual that is responsible for the 
operations associated with such asset in the department, is identified by the respective 
Senior Manager and will be responsible for the asset. 

Reliable measurement 

Items are recognised that possess a cost or fair value that can be reliably measured in terms 
of this policy. 

(b) Policy 

The municipality shall recognise all fixed assets existing at the time of adoption of this policy, 
and the development of new, upgraded and renewed fixed assets on an ongoing basis. Such 
assets shall be capitalised in compliance with prevailing accounting standards.  

(c) Responsibilities 

 The CFO, in consultation with the Municipal Manager and Senior Managers, shall 
determine effective procedures for the recognition of existing and new fixed assets.   

 Every Senior Manager shall ensure that all fixed assets under their control are 
correctly recognised as fixed assets.  
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 Every Senior Manager shall keep an inventory of items that have a useful life of 
greater than one year.  

 The Municipal Manager shall make recommendations to the Council as to the 
threshold monetary value for fixed assets for which accelerated depreciation shall 
apply.  

 The CFO shall keep a lease register with the following minimum information: name 
of the lessor, description of the asset, fair value of the asset at inception of the 
lease, lease commencement date, lease termination date, economic useful life of 
the asset, lease payments, and any restrictions in the lease agreement.   

7.2 CLASSIFICATION OF FIXED ASSETS 

(a) Definitions and rules 

Fixed asset categories 
Fixed assets are grouped for accounting purposes, as follows:  
  
1. Property, plant and equipment (which is broken down into groups of assets of a similar 

nature or function in the municipality’s operations, that is shown as a single item for the 
purposes of disclosure in the financial statements); 

2. Intangible assets;  
3. Heritage assets 
4. Investment property. 
5. Non-current assets held for sale 
 
Property, plant and equipment (PPE) 
PPE are defined as tangible items that are held for use in the production or supply of goods 
or services, or for administration purposes and are expected to be used for more than one 
reporting period.  
 
Reliability of measurement 
In many cases the cost or value of an asset must be estimated; the use of a reasonable 
estimate is essential.  Where a reasonable estimate cannot be made the asset should not be 
recognised. 
 
Probability of the flow of benefits or service potential  
The degree of certainty that any economic benefits or service potential associated with an 
item will flow to the municipality is based on the judgement. The Municipal Manager shall 
exercise such judgement on behalf of the municipality, in consultation with the CFO and 
respective Senior Manager.  In the event that it is not probable that there will be an inflow, 
the asset should not be recognised. 
 
Spares  
Major spare parts are recognised as an item of PPE immediately when they are available for 
use (ex. in the stores). Dedicated spares (ones that can only be used for specific assets) are 
also recognised as PPE regardless of value.  
 
Items used irregularly 
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Tangible items that are used in the production or supply of goods or services on an irregular 
basis (such as standby equipment) are recognised as items of PPE.   
 
Class of PPE 
A class of PPE is defined as a group of assets of a similar nature or function in the 
municipality’s operations that is shown as a single item for the purpose of disclosure in the 
financial statements.  
 
PPE Asset hierarchy 
An asset hierarchy is adopted for PPE which enables separate accounting of parts (or 
components) of an asset that are considered significant to the municipality from a financial 
point of view, and for other reasons determined by the municipality, including risk 
management (in other words, taking into account the criticality/materiality of components) 
and alignment with the strategy adopted by the municipality in asset renewal (for example 
the extent of replacement or rehabilitation at the end of life). In addition, the municipality may 
aggregate relatively insignificant items to be considered as one asset. The structure of the 
hierarchy recognises the functional relationship of assets and components.  
 
Refer to the following annexures for the asset hierarchy/ level of componentisation: 

Asset category/class Annexure 

Buildings B 

Electricity C 

Roads and stormwater D 

Sewerage E 

Water F 

 
 
PPE: Land 
Land encompasses both undeveloped and developed land owned by the municipality. 
 
PPE: Buildings 
Buildings are immovable assets and structures other than infrastructure assets and include 
community assets, administrative buildings, residential, and non-residential dwellings. 
 
PPE: Community assets 
Community assets are immovable assets contributing to the general well-being of the 
community, such as community halls. 
 
PPE: Infrastructure 
Infrastructure assets are immovable assets which are part of a network of similar assets and 
are specialised in nature. 
 
PPE: Other assets 
Other assets are ordinary operational assets such as land, administration buildings, vehicles 
equipment as well as furniture and fittings.  
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PPE: Housing  
Rental stock or housing not held for capital gain. This only applies to staff housing.  
 
Intangible assets 
Intangible assets are defined as identifiable non-monetary assets without physical 
substance. Examples are licenses/rights, (such as water licenses), servitudes, and computer 
software. There is no asset hierarchy for intangible assets; each functional item will be 
individually recorded.  
 
 
Heritage assets  
Heritage assets are assets of cultural, historic or environmental significance, such as 
monuments, nature reserves, and works of art. The accounting treatment of heritage assets 
is regulated by GRAP 103.  
 
Investment property 
Investment property is defined as property (land and/or a building) held (by the owner or the 
lessee under a finance lease) to earn rentals or for capital appreciation, or both (rather than 
for use in the production or supply of goods or services or for administration purposes or sale 
in the ordinary course of operations). Examples of investment property are office parks, 
shopping centres or housing financed and managed by a municipality (or jointly with other 
parties). There is no asset hierarchy for investment property; each functional item will be 
individually recorded. Land held for a currently undetermined use is recognised as 
investment property until such time as the use of the land has been determined.  
 
Non-current asset held for sale 
An asset (PPE) will be classified as held for sale if its carrying amount will be recovered 
principally through a sale transaction rather than through continuing use. The intention must 
be to sell the assets within a twelve month period 
 
In the case of a fixed asset not appearing in the adopted classification structure, a 
classification that is most closely comparable to the asset in question is used. 
 

(b) Policy 

The following categories and sub-categories shall be used at the highest level of the fixed 
asset classification structure:   
 

Category Sub category 

PPE Land 

 Buildings 

 Infrastructure 

 Assets under construction 

 Other (Movables) 

 Biological or cultivated assets 
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Intangible assets Computer software 

 Other 

Heritage assets Heritage assets 

Investment Properties Rented properties 

 Land with undetermined use 

Non-current assets held for sale  

 
PPE shall be disclosed in the notes of the financial statements at the sub-category level. In 
Appendix B to the financial statements, PPE will be disclosed at asset class level: 
 

Sub category Asset class 

Land Developed land 

 Undeveloped land 

Buildings Residential buildings 

 Non-residential buildings 

Infrastructure assets Cemeteries 

 Electricity 

 Roads and stormwater 

 Sewerage 

 Solid waste 

 Water 

Assets under construction Infrastructure 

 Buildings 

 Other 

Other Computer equipment 

 Finance leased assets 

 Furniture and office equipment 

 Machinery and equipment 

 Transport assets 

Heritage assets Heritage assets 

Biological or cultivated assets Biological or cultivated assets 

 
 
Asset hierarchies shall be adopted for each of the PPE sub-categories, separately identifying 
items of PPE that are significant from a financial or risk perspective, and, where applicable, 
grouping items that are relatively insignificant.  
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(c) Responsibilities 

 The CFO shall ensure that the classification of fixed assets adopted by the 
municipality complies with the statutory requirements. 

 The CFO shall consult with the Senior Managers responsible for fixed assets to 
determine an effective and appropriate asset hierarchy for each asset class of PPE.  

 Every Senior Manager shall ensure that all fixed assets under their control are 
classified correctly.  

7.3 IDENTIFICATION OF FIXED ASSETS 

(a) Definitions and rules 

Asset coding 
An asset coding system is the means by which the municipality is able to uniquely identify 
each fixed asset (at the lowest level in the adopted asset hierarchy) in order to ensure that it 
can be accounted for on an individual basis.   
 

(b) Policy 

A coding system shall be adopted and applied that will enable each fixed asset (at the lowest 
level in the adopted asset hierarchy) to be uniquely and readily identified. Each moveable 
fixed asset shall be marked with its respective code.  

(c) Responsibilities 

 The Municipal Manager shall develop and implement a fixed asset coding system in 
consultation with the CFO and other Senior Managers to meet the policy objective.  

 Senior Managers shall ensure that all the fixed assets under their control are 
correctly coded.  

 Senior Managers shall ensure that the respective asset codes are fixed to all 
moveable assets under their control.   

7.4 FIXED ASSET REGISTER 

(a) Definitions and rules 

Fixed asset register 
A fixed asset register is a database of information relating to each fixed asset (at the lowest 
level in the fixed asset hierarchy). The fixed asset register is structured in line with the 
adopted classification structure. The scope of data in the register is sufficient to facilitate the 
application of the respective accounting standards for each of the asset classes, and the 
strategic and operational asset management needs of the municipality.  
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Updating data in the asset register  
The fixed asset register is updated by an Asset Management Accountant only when 
authorised to do so by the CFO. The Asset Management Accountant is precluded from being 
a custodian of any assets.     

(b) Policy 

A fixed asset register shall be established to provide the data required to apply the applicable 
accounting standards, as well as other data considered by the municipality to be necessary 
to support strategic asset management planning and operational management needs. The 
fixed asset register shall be updated and reconciled to the general ledger on a monthly basis. 

(c) Responsibilities 

 The CFO shall define the format of the fixed asset register in consultation with the 
Municipal Manager and the Senior Managers, and shall ensure that the format 
complies with the prevailing accounting standards and disclosure requirements.  

 Senior Managers shall provide the CFO with the data required to establish and 
update the asset register in a timely fashion.  

 The CFO shall establish procedures to control the completeness and integrity of the 
asset register data. 

 The CFO shall ensure proper application of the control procedures. 
 

7.5 MEASUREMENT AT RECOGNITION 

(a) Definitions and rules 

Measurement at recognition of PPE 
An item of PPE that qualifies for recognition is measured at cost. Where an asset is acquired 
at no or nominal cost (for example in the case of donated or developer-created assets), its 
cost is deemed to be its fair value at the date of acquisition.  In cases where it is 
impracticable to establish the cost of an item of PPE, such as recognising fixed assets for 
which there are no records, or records cannot be linked to specific assets, its cost is deemed 
to be its fair value.   
 
Fair value 
Fair value is defined as the amount for which an asset could be exchanged, or a liability 
settled, between knowledgeable, willing parties in an arm’s length transaction. Market values 
obtained from a qualified valuer can be used where there is an active and liquid market for 
assets (for example land, non-specialised buildings such as offices, motor vehicles, and 
some types of plant and equipment). In the case of specialised buildings (such as community 
buildings) and infrastructure where there is no such active and liquid market, a depreciated 
replacement cost (DRC) approach may be used. Assessments of fair value are to be made 
by professionals with qualifications and appropriate knowledge and experience in valuation 
of the respective assets. 
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Cost of an item of PPE 
The capitalisation value comprises (i) the purchase price and (ii) any directly attributable 
costs necessary to bring the asset to its location and condition necessary for it to be 
operating in the manner intended by the municipality, plus (iii) an initial estimate of the costs 
of dismantling and removing the item and restoring the site on which it is located. VAT is 
excluded (unless the municipality is not allowed to claim input VAT paid on purchase of such 
assets - in such an instance, the municipality should capitalise the cost of the asset together 
with VAT). 
 
Directly attributable costs 
Directly attributable costs are defined as: 

 Employee costs arising directly from the construction or acquisition of the item of PPE  
 Costs of site preparation; 
 Initial delivery and handling costs; 
 Installation and assembly costs; 
 Commissioning; and 
 Professional fees (for example associated with design fees, supervision, and 

environmental impact assessments).  
 
Exchanged PPE assets 
In cases where assets are exchanged, the cost is deemed to be the fair value of the acquired 
asset and the disposed asset is de-recognised. 
 
 
PPE finance leases 
Once a lease is deemed to be a finance lease, the asset is capitalised at the lower of the fair 
value of the asset or the present value of future lease payments, using the relevant 
discounting rate at the date of signing of the lease agreement. 
 
Depreciated replacement cost 
The depreciated replacement cost (DRC) approach requires information on the expected 
useful life (EUL), residual value (RV), current replacement cost (CRC), and remaining useful 
life (RUL) of each of the asset components. The CRC is the product of a unit rate and the 
extent of the component and represents the cost of replacing the asset, and in cases where 
the existing asset is obsolete, the replacement with a modern equivalent.  The depreciable 
portion of an asset is determined by subtracting the residual value from the CRC. The 
depreciated replacement cost (DRC) is established by proportionately reducing the 
depreciable portion based on the fraction of the remaining useful life over the expected 
useful life.   
 
Accordingly, the following formula is used:   
 
DRC = ((CRC – RV) x RUL/EUL) + RV 
 
Replacement costs are “green field”, unless there is evidence of definite cost variance due to 
“brown-field” modifications. Capital unit costs vary from site to site and provision is made for 
site specific influencing factors (e.g. topography). Capital unit costs are also influenced by 
macro-economic driving forces such as “supply-and-demand”, economy of scale, financial 
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markets and availability of contractors, and the impact of these factors are reflected in the 
capital unit rates where applicable. Adjustments of rates for escalation to the valuation date 
are applied.    
 
Self-constructed assets 
Self-constructed assets relate to all assets constructed by the municipality itself or another 
party on instructions from the municipality. All assets that can be classified as fixed assets 
and that are constructed by the municipality should be recorded in the asset register and 
depreciated over its estimated useful life for that category of asset.  Proper records are kept 
such that all costs associated with the construction of these assets are completely and 
accurately accounted for as capital under construction, and upon completion of the asset, all 
costs (both direct and indirect) associated with the construction of the asset are summed and 
capitalised as an asset. 
 
Borrowing costs  
Borrowing costs are interest and other costs incurred by the municipality from borrowed 
funds. The items that are classified as borrowing costs include interest on bank overdrafts 
and short-term and long-term borrowings, amortisation of premiums or discounts associated 
with such borrowings, amortisation of ancillary costs incurred in connection with the 
arrangement of borrowings; finance charges in respect of finance leases and foreign 
exchange differences arising from foreign currency borrowings when these are regarded as 
an adjustment to interest costs.  Borrowing costs shall be capitalised if related to construction 
of a qualifying asset to get ready for its intended use or resale and external funding is 
sourced to fund the project. 
 
Investment property  
Where available, initial recognition will take place on the cost model.  Should relevant cost 
data not be available, a fair value determination will be made by appointing a valuer. 
Subsequent measurement and disclosure will be on fair value as determined by the valuer 
during the compilation of the valuation roll this process is.aligned with the compilation of the 
valuation roll cycle and on an annual basis the register will be updated with the amendments 
as per the supplementary valuation roll where applicable.   
 
If the council of the municipality constructs or develops a property for future use as an 
investment property, such property shall in every respect be accounted for as Investment 
Property. 
 
Intangible assets  
An item of intangible asset acquired by the municipality is recognised at cost. Where an 
intangible asset is acquired at no or nominal cost (for example in the case of donated or 
developer-created), or reliable costs data is not available, its cost is deemed to be its fair 
value at the date of acquisition.  

(b) Policy 

Fixed assets that qualify for recognition shall be capitalised at cost.  
 
In cases where complete cost data is not available or cannot be reliably linked to specific 
assets, the fair value of fixed assets shall be adopted on the following basis: 
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 PPE infrastructure, community assets, other assets, staff housing (moveable and 
immoveable);: depreciated replacement; 

 PPE land: values from the valuation roll ( or in the event that such is not available, 
depreciated replacement cost);    

 Heritage assets: no value shall be indicated.  
 Investment property: values from the valuation roll ; and 
 Intangible assets: depreciated replacement cost.  

(c) Responsibilities 

 The CFO, in consultation with the Municipal Manager and Senior Managers, shall 
determine effective procedures for the capitalisation of fixed assets on recognition.   

 Every Senior Manager shall ensure that all fixed assets under their control are 
correctly capitalised. 

7.6 MEASUREMENT AFTER RECOGNITION  

(a) Definitions and rules 

Options 
Accounting standards allow measurement after recognition on either a cost or revaluation 
model. Different models can be applied, providing the treatment is consistent per asset class.  
 
Cost model 
After recognition, an asset is carried at its cost less any accumulated depreciation and any 
accumulated impairment losses. 
 
 
Revaluation model 
After recognition, an asset (whose value can be measured reliably) is carried at a revalued 
amount, being its fair value at the date of revaluation less any subsequent accumulated 
depreciation and subsequent accumulated impairment losses. Revaluations are made with 
sufficient regularity to ensure that the carrying amount does not differ materially from that 
which would be determined using fair value at the reporting date. When revaluations are 
conducted, the entire class of assets should be revalued. Revaluation is to be executed by 
persons with suitable professional qualifications and experience. Any change to an asset’s 
carrying amount as a result of revaluation, is credited (or deducted from any surplus from 
previous revaluations) in the Revaluation Reserve.  
 
The revaluation surplus is transferred to accumulated surpluses/deficits on de-recognition of 
an asset. An amount equal to the difference between the new (enhanced) depreciation 
expense and the depreciation expenses determined in respect of such fixed asset before the 
revaluation in question is transferred from the revaluation reserve to the municipality’s 
appropriation account.  An adjustment of the aggregate transfer is to be made at the end of 
each financial year.  
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Statutory inspections 
The cost of a regular major statutory inspection that is required for the municipality to 
continue to operate an asset is recognised at the time the cost is incurred, and any previous 
statutory inspection cost is de-recognised. 
 
Expenses to be capitalised 
Expenses incurred in the enhancement of a fixed asset (in the form of improved or increased 
services or benefits flowing from the use of such asset), or in the material extension of the 
useful operating life of a fixed asset are capitalised. Such expenses are recognised once the 
municipality has beneficial use of the asset (be it new, upgraded, and/or renewed) – prior to 
this, the expenses are recorded as work-in-progress. Expenses incurred in the maintenance 
or repair (reinstatement) of a fixed asset that ensures that the useful operating life of the 
asset is attained, shall be considered as operating expenses and are not capitalised, 
irrespective of the quantum of the expenses concerned. 
 
Spares 
The location of capital spares shall be amended once they are placed in service, and re-
classified to the applicable PPE asset sub-category. 

(b) Policy 

Measurement after recognition shall be on the following basis: 
 Immoveable PPE except land: Cost model   
 Moveable PPE: cost model; 
 PPE Land and Investment property: values established in each update of the Valuation 

Roll; and 
 Intangible assets: cost model.  
 Non-current asset held for sale: at the lower of its carrying amount and fair value less 

costs to sell.  
 

 
Changes in PPE asset value as a result of revaluation shall be reflected in a Revaluation 
Reserve. 

(c) Responsibilities 

 The CFO, in consultation with the Municipal Manager and Senior Managers, shall 
determine effective procedures for the ongoing capitalisation of fixed assets after 
recognition.   

 Every Senior Manager shall ensure that all capital expenses associated with fixed 
assets under their control are correctly capitalised. 

 Every Senior Manager shall ensure that revaluations are conducted where 
applicable to fixed assets under their control. 
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7.7 DEPRECIATION  

(a) Definition and rules 

Depreciation 
Depreciation is the systematic allocation of the depreciable amount of an asset over its 
remaining useful life. (The amortisation of intangible assets is identical).  
 
Land, servitudes and heritage assets are considered to have unlimited life and are not 
depreciated.  
 
Depreciable amount 
The depreciable amount is the cost of an asset, or other amount substituted for cost, less its 
residual value. 
 
Residual value 
The residual value is the estimated amount that the municipality would currently obtain from 
disposal of the asset after deducting the estimated costs of disposal, if the asset were 
already of the age and in the condition expected at the end of its useful life. 
 
The residual values of assets are indicated in Annexure A in the form of a percentage. In the 
case of assets measured after recognition on the cost model, the percentage is of the initial 
cost of acquisition. In the case of assets measured after recognition on the revaluation 
model, the percentage is of the modern equivalent replacement value.  
 
Depreciation method 
Depreciation of PPE is applied at the component level. A range of depreciation methods exist 
and can be selected to model the consumption of service potential or economic benefit (for 
example the straight line method, diminishing amount method, fixed percentage on reducing 
balance method, sum of the year digits method, production unit method).  
 
Remaining useful life 
The remaining useful life of a depreciable fixed asset is the time remaining until an asset 
ceases to provide the required standard of performance or economic usefulness.  
 
The remaining useful life of all depreciable fixed assets at initial recognition is the same as 
the expected useful life indicated in Annexure A. These figures have been established using 
available information on industry norms, experience of local influencing factors (such as 
climate, geotechnical conditions, and operating conditions), the life-cycle strategy of the 
municipality, potential technical obsolescence, and any legal limits on the use of the asset. 
Where such are outside the guideline figures provided by National Treasury, motivation is 
required. 
 
Depreciation charge 
Depreciation starts once an asset is recognised and available for use and ceases when it is 
de-recognised or classified as non-current assets held for sale.Therefore, depreciation does 
not cease when the asset becomes idle or is retired from active use and held for disposal 
unless the asset is fully depreciated. However, under usage methods of depreciation the 
depreciation charge can be zero while there is no production. Depreciation is initially 
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calculated when the asset is available for use, i.e when it is in the location and condition 
necessary for it to be capable of operating in the manner intended by the municipality. 
 
Carrying amount 
The carrying amount is the amount at which an asset is recognised after deducting any 
accumulated depreciation and accumulated impairment losses.  
 
Capital spares 
The depreciation of capital spares commences immediately when they are available in the 
stores. The depreciation continues once they are placed in service, or subsequently removed 
from service. 
 

(b) Policy 

All fixed assets, except land, heritage assets, investment properties, and servitudes, shall be 
depreciated over their expected useful lives. Computer software that is classified as 
intangible assets will be depreciated over 5 years to be in line with the economic useful lives 
of computer hardware utilising it. The remaining useful lives (RUL) of existing intangible 
assets have been adjusted in terms of the new policy statement. 
 
Refer to Annexures for the expected useful lives by asset category. 
 
In all cases, the straight line method of depreciation shall be used. The depreciation charge 
for each period shall be recognised as an expense.  
 
It is the municipality’s intention to utilise all assets, with the exception of motor vehicles, for 
their full economical life, as a result the residual values for all assets (Except motor vehicles) 
are set at zero.  
 
Residual values in respect of motor vehicles are set at a percentage of the original cost that 
will be determined based on the average proceed received on the sale of the assets. This 
percentage will be reviewed on an annual basis.  
 
The depreciation method, and remaining useful life should be reviewed at each reporting 
date. 
 

(c) Responsibilities 

 Every Senior Manager shall ensure that a budgetary provision is made for the 
depreciation of the fixed assets under their control in the ensuing financial year, in 
consultation with the CFO.  

 Every Senior Manager shall review the expected useful life stated in Annexure A of 
assets that are under their control and motivate to the Municipal Manager and CFO 
any adjustments if, in the judgement of the Senior Manager, such are not 
considered appropriate. This should not happen continuously because the 
accounting principle of consistency would be violated. 
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 The CFO shall ensure that depreciation charges are debited on a monthly basis and 
that the fixed asset register is reconciled with the general ledger. 

 

7.8 ANNUAL ASSESSMENTS 

(a) Definition 

Impairment 
Impairment is defined as the loss in the future economic benefits or service potential of an 
asset, over and above the systematic recognition of the loss of the asset’s future economic 
benefits or service potential through depreciation.  
 
Indications of impairment 
 
The municipality shall assess at each reporting date whether there is any indication that an 
asset may be impaired.  
 
In assessing whether there is any indication that an asset may be impaired, the municipality 
shall consider, as a minimum, the following indications: 
 
 external sources of information: 

 decline or cessation in demand;  
 changes in the technological, legal or government policy environment; or 

 internal sources of information: 
 evidence of physical damage; 
 evidence of obsolescence; 
 construction is halted before it is usable or complete; or 
 evidence that service performance is significantly worse than expected; or 

 other indications, such as loss of market value.  
 
The municipality must however test all intangible assets that have indefinite useful life and 
those not yet available for use, annually for impairment irrespective of whether there is an 
indication of impairment. 
 
The municipality must only record impairments that are significant and have an enduring 
adverse effect (material and long-term impact). The events and circumstances in each 
instance must be recorded. Where there are indications of impairment, the municipality must 
also consider adjustment of the remaining useful life, residual value, and method of 
depreciation. 
 
Impairment loss 
An impairment loss of a non-cash-generating unit or asset is the amount by which the 
carrying amount of an asset exceeds its recoverable service amount. The recoverable 
service amount is the higher of the fair value less costs to sell and its value in use.  
 
An impairment loss of a cash-generating unit (asset or smallest group of assets that generate 
cash inflows) is the amount by which the carrying amount of an asset exceeds its 
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recoverable amount. The recoverable amount is the higher of the net selling price and its 
value in use.  
 
 
Non-cash-generating units  
Non-cash-generating units are those assets (or group of assets) that are not held with the 
primary objective of generating a commercial return.  This would typically apply to assets 
providing goods or services for community or social benefit, such as infrastructure and 
community facilities. Typically there will not be an active market for such assets, and in such 
cases the municipality may use the asset’s value in use as its recoverable service amount. 
The value in use of a non-cash generating unit is defined as the present value of the asset’s 
remaining service potential. This can be determined using any of the following approaches: 

 the Depreciated Replacement Cost (DRC) approach (and where the asset has 
enduring and material over-capacity, for example in cases where there has been a 
decline in demand, the Optimised Depreciated Replacement Cost (ODRC) approach 
may be used); 

  the restoration cost approach (the Depreciated Replacement Cost less cost of 
restoration) – usually used in cases where there has been physical damage; or 

  the service units approach (which could be used for example where a production units 
model of depreciation is used). 

 
Where the present value of an asset’s remaining service potential (determined as indicated 
above) exceeds the carrying value, the asset is not impaired – this will normally be the case 
unless there has been a significant and enduring event as indicated above.  
 
Cash-generating unit  
Cash-generating units are those whose assets are held with the primary objective of 
generating a commercial return (in the municipal arena this would typically apply to 
investment property). However, when the municipality adopts the fair value model for 
investment property, impairment does not apply.   
 
When the cost model is adopted, fair value is determined in accordance with the rules 
indicated for measurement after recognition. Costs to sell are the costs directly attributable to 
the disposal of the asset (for example agents fees, legal costs), excluding finance costs and 
income tax expenses. The value in use is determined by estimating the future cash inflows 
and outflows from the continuing use of the asset and at the end of its useful life, including 
factors to reflect risk in the respective cash-flows, and the time value of money.   
 
Conditional assessment for impairment  
 
The impairment review is directly linked to the high-level condition assessment carried out on 
the assets that have been physically verified. 
 
Condition assessment of assets physically verified, was determined in terms of the table 
below.  
Each asset will be assessed according to the grades below: 
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Grade Description Detailed description 

1 Very Good Sound structure, well 
maintained. Only normal 
maintenance required. 

2 Good Serves needs but minor 
deterioration (< 5%). Minor 
maintenance required. 

3 Fair Marginal, clearly evident 
deterioration (10-20%). 
Significant maintenance 
required. 

4 Poor Significant deterioration of 
structure and/or appearance. 
Significant impairment of 
functionality. Significant 
renewal/upgrade required. 

5 Very Poor Unsound, failed needs 
reconstruction/ replacement 
(> 50% needs replacement) 

6 Broken No further life (impair 
immediately 

 

Impact of the condition assessment on impairment 
 
Once the condition of an asset is determined the condition rating is applied in order to ensure 
that the value of the asset is correctly reflected.  
This is done by reducing the carrying value of the asset based on its condition, as per the 
table below: 
 

Condition Description Rating 

1 Very Good 95 

2 Good 70 

3 Fair 45 

4 Poor 25 

5 Very Poor 10 

6 Broken 0 

 
Where an assets condition decreased by more than one level in one year, the asset was 
deemed to be impaired and thus the carrying value, if more than the specific condition rating, 
was adjusted to reflect the rating value. The additional impairment will be equal to the 
difference between the carrying value and the recoverable service amount.  
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Recognition of impairment 
The impairment loss is recognised as an expense when incurred (unless the asset is carried 
at a revalued amount, in which case the impairment is carried as a decrease in the 
Revaluation Reserve, to the extent that such reserve exists).  After the recognition of an 
impairment loss, the depreciation charge for the asset is adjusted in future periods to allocate 
the asset’s revised carrying amount, less its residual value (if any), on a systematic basis 
over its remaining useful life.   

 
Once an asset has been impaired to such an extent that no future economic benefit is likely 
to flow from the asset, it is derecognised and the carrying amount of the asset at the time of 
derecognition, less any economic benefit from the disposal of the asset, is debited to the 
statement of financial performance as a “Loss on Disposal of Asset”. 
 
In the event of compensation received for damages to an item of PPE and the item is not to 
be repaired to its original state, the compensation is considered as the asset’s ability to 
generate income and is disclosed under Sundry Revenue; and the asset is impaired.  Should 
repairs be performed, the compensation is offset against the repair cost. 
 
 
Reversing an impairment loss 
The municipality must assess each year from the sources of information indicated above 
whether there is any indication that an impairment loss recognised in previous years may no 
longer exist or may have decreased. In such cases, the carrying amount is increased to its 
recoverable amount (providing that it does not exceed the carrying amount that would have 
been determined had no impairment loss been recognised in prior periods). Any reversal of 
an impairment loss is recognised as a credit in the surplus/ (deficit), unless the asset is 
carried at a revalued amount and the impairment loss was previously treated as a revaluation 
decrease in the Revaluation Reserve, in which case the reversal of the impairment loss is 
carried to the Revaluation Reserve as a revaluation increase, to the extent that such reserve 
exists. 
 

(b) Policy 

Impairment of fixed assets shall be recognised as an expense in the Statement of Financial 
Performance when it occurs.   Ad-hoc impairment shall be identified as part of normal 
operational management as well as scheduled annual inspections of the assets.   
 

(c) Responsibilities 

 The CFO shall indicate a fixed annual date for the review of remaining useful life of 
assets under the control of the respective Senior Managers.  

 The Senior Managers shall review the remaining useful life of all assets under their 
control at the annual review date, and from time to time as a result of any events 
that come to their attention that may have a material effect on some or all such 
assets. The Senior Manager shall motivate to the CFO proposed changes to the 
remaining useful of such assets. 
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 The Senior Manager should evaluate all the assets for impairment, taking into 
consideration any discussions with the Senior Accountants and Operating 
Managers. 

 The Asset register administrator should update the fixed asset register with the 
information received, relating to the financial management system where the 
impairment journals have been processed 

 The CFO shall report changes made to the carrying values of these assets in the 
asset register to the Municipal Manager and Council.  

 
 
 
 

7.9 PHYSICAL VERIFICATION OF ASSETS 

Physical verification is performed at each reporting date. Where it is not possible to conduct 
all verifications at the time of reporting, a phased programme of verification with the external 
auditor will be agreed upon. 
 
The physical verification plan indicating the date and responsible person is determined and 
communicated to all involved. 
 
Physical verification procedures: 
 

 Prior identification of all locations at which assets are located. 
 Areas to be counted are allocated to teams of counters as per the verification plan. 
 A systematic approach is taken to ensure a full physical verification and that assets 

are not omitted or double counted 
 Verification is performed using scanners 
 Once all items in a selected area have been scanned, the scanner is taken to the 

designated person for downloading and recording on the plan; 
 A report of items recorded by the scanner is printed; any barcodes not recognised 

by the scanner are printed in an exception report and followed up. 
 Authorisation for write-off or disposals is obtained from the CFO. 
 The necessary approved adjustments should be recorded by the Chief Asset 

accountant in the asset register. 
 The barcode labels are affixed to assets that were not previously on the master list, 

and steps are taken to ensure the asset register is updated with this information. 
 Verification on properties is done by means of a deed search and during the 

compilation of the valuation process. 
 
 

7.10 DE-RECOGNITION  

(a) Definition and rules 

De-recognition 
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A fixed asset is derecognised on disposal or when no future economic benefits or service 
potential are expected from its use or disposal.  
 
The carrying amount of an asset and the net disposal proceeds (or cost of de-commissioning 
and/or disposal of an asset) shall be included in the surplus or deficit when the item is 
derecognised. 
 
Disposal of assets should be approved by Council and where applicable at market-related 
value (or auction/tender in the case of moveable assets). Section 14 of the MFMA prohibits 
the disposal of assets needed to provide the minimum level of basic municipal services. 
 
A fixed asset will remain in the fixed assets register for as long as it is in physical existence 
or is yet to be written off.  
 

(b) Policy 

The only reasons for writing off fixed assets, other than the alienation of such fixed assets, 
shall be the loss, theft, destruction, material impairment, or decommissioning of the fixed 
asset in question. Fixed assets that have not been found during physical verification for three 
consecutive years will be written off by Council.  

 Disposal of Vacant Land / Investment Property (Alienation) 

A Vacant land / Investment property which has been disposed-off may only be derecognised  
from the accounting records of the municipality if the following conditions are met: 

 
1. There is a signed deeds of sale between the municipality and the purchaser  
2. Full purchase price of the vacant land / investment property has been received 

by the municipality 

(c) Responsibilities 

 An asset shall be written off only on the recommendation of the Senior Manager of 
the department controlling the asset, and with the approval of the Municipal 
Manager.  

 Every Senior Manager shall report to the CFO on 31 October and 30 April of each 
financial year on any fixed assets which such Senior Manager wishes to have 
written off, stating in full the reason for such recommendation.  The CFO shall 
consolidate all such reports, and shall promptly make a submission to the Asset 
Management Committee with a copy to the Municipal Manager on the fixed assets 
to be written off. The Asset Management Committee shall consider the submission 
and make recommendations to the Council for adoption.  

 Assets that are replaced should be written off and removed from the asset register. 
 The Municipal Manager, in consultation with the CFO and other Senior Managers 

shall formulate norms and standards from the replacement of all normal operational 
fixed assets. 
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7.11 INSURANCE OF FIXED ASSETS  

(a) Definition and rules 

Insurance provides selected coverage for the accidental loss of asset value.  
 
Generally, government infrastructure is not insured against disasters because relief is 
provided from the Disaster Fund through National Treasury. The municipality can however 
elect to insure certain infrastructure risks, though approval must be obtained from the 
Council. 
 
The municipality may elect to operate a self-insurance reserve, in which case the CFO shall 
annually determine the premiums payable by the departments or votes after having received 
a list of the fixed assets and insurable values of all relevant fixed assets from the Senior 
Managers concerned.  
 

(b) Policy 

The Municipal Manager shall ensure that material movable assets in value and substance 
are insured at least against destruction, fire and theft, and that all municipal buildings are 
insured at least against fire and allied perils.  The municipality must adhere to the disaster 
management plan for prevention and mitigation of disaster in order to be able to attract the 
disaster management contribution during or after disaster. 
 

(c) Responsibilities 

 The Municipal Manager shall recommend to the Council, after consulting with the 
CFO, the basis of the insurance to be applied to each type of fixed asset: either the 
carrying value or the replacement value of the fixed assets concerned.  Such 
recommendation shall take due cognisance of the budgetary resources of the 
municipality, and where applicable asset classes shall be prioritised in terms of their 
risk exposure and value. 

 In the event that the CFO is directed by Council to establish a self-insurance 
reserve, the CFO shall annually submit a report to the Council on any reinsurance 
cover which it is deemed necessary to procure for the municipality’s self-insurance 
reserve. 
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(d) Claims against Municipality by third parties 

 A Claims procedure manual must be prepared to ensure the effective and efficient 
management of third party claims. 

 The third parties must lodge every claim every claim with the municipality within 60 
days (Sixty) days after the third party becomes aware of the incident that must be 
claimed from the municipality, in writing, giving the municipality such proof, 
information and sworn declarations as the municipality may require. 

 No Claim shall be payable unless the Third Party claims payment by serving legal 
process on Govan Mbeki Municipality within six (6) months of the rejection of the 
claim in writing and pursues such proceedings to finality. 

 All pending Third Party claims (excluding rejected claims) shall prescribe after the 
expiry of 24 months from the date of the last correspondence between the Third 
Party and the Municipality. 

 

(e) Claims within excess 

 A Claims procedure manual must be prepared to ensure the effective and efficient 
management of claims within excess. 

 Theft / Loss of any municipal asset must be reported to the Asset Management 
Division immediately at the occurrence of the incident. 

 In case of theft where force was used to obtain entry, the case must be reported to 
the police and an incident form must be completed with the Occupational Health and 
Safety Division, The Asset Manager must ensure that the asset is removed from the 
Fixed Assets Register. 

 In case where no forced entry was used and the asset was not secured in a safe 
manner, an investigation will be done to determine whether the custodian is to be 
held liable for the asset or not. 

 The Chief Financial Officer may use financial recovery methods permitted by the 
relevant legislations to recover expenses lost in case of negligible loss of municipal 
assets. 

 

8 POLICY FOR SAFEGUARDING FIXED ASSETS  

 

(a) Definitions and rules 

The municipality applies controls and safeguards to ensure that fixed assets are protected 
against improper use, loss, theft, malicious damage or accidental damage.  
 
The existence of assets is physically verified from time–to-time, and measures adopted to 
control their use and movement.  
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(b) Policy 

An asset safeguarding plan shall be prepared for all assets indicating measures that are 
considered effective to ensure that all fixed assets under control of the municipality are 
appropriately safeguarded from inappropriate use or loss. The impact of budgetary 
constraints on such measures shall be reported to Council. The existence, condition and 
location of assets shall be verified bi-annually (in line with the assessment of impairment). No 
asset may be moved without the prior consent of the respective Senior Manager and 
notification of the CFO. 
 

(c) Responsibilities 

 Each Senior Manager shall prepare and submit to the CFO, upon request, an 
annual asset safeguarding plan for the assets under the control of their respective 
departments, indicating the budget required.  The CFO shall confirm the available 
budget, and in consultation with the respective Senior Managers, determine the 
impact of any budget shortfall. The CFO shall report the impacts to the Municipal 
Manager for review, and advise Council.  Each Senior Manager shall implement the 
safeguarding plan within the resources made available. 

 

(d) Communication of changes 

 All changes must be reported to the Assets section in the Finance Department 
within 10 working days to maintain accuracy of the fixed asset register. Accurate 
information in the system is dependent upon the completion by Departments of the 
Asset Movement forms for additions and transfers to other departments. 

 The assets section should be consulted prior to moving the assets to record the 
asset numbers of the assets being moved and update the inventory list. The asset 
movement form should be signed by  3 officials as follows: 
- Official from the asset section 
- Official from the department/section moving the assets  
- Official from the department /section receiving the assets 

 
 The signed assets movement forms should be filed by the Asset Section for Audit 

purposes. 
 

Data updates are required for the following changes:  
a) change in Department ownership  
b) change from location on record  
c) change in usage of equipment  
d) change in operating conditions (impairment)  
e) change in property title  
f) change in estimated useful life  
g) disposal or retirement  
h) replacement of damaged / lost barcodes  
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 Departments must reconcile and motivate discrepancies between the fixed asset 
register and the physical inventory count results. 

 Each Senior Manager shall report, within the time frame indicated by the CFO, the 
existence, condition, location and appropriate use of fixed assets under the control 
of their respective departments at the review date.  

 Senior Managers shall enforce the application of the procedures for controlling the 
movement of assets as prescribed by the CFO.  

 Senior Managers shall ensure that rented assets, such as photocopy machines, 
shall not be moved, unless by duly authorised staff.   

 Malicious damage, theft, and break-ins must be reported to the Municipal Manager 
or delegated person within 48 hours of its occurrence or awareness by the 
respective Senior Manager. 

 The Municipal Manager must report criminal activities to the South African Police 
Service.  

9 POLICY FOR LIFE-CYCLE MANAGEMENT OF PPE ASSETS 

(a) Definitions and rules 

Service delivery 
PPE assets (such as infrastructure and community facilities) are the means by which the 
municipality delivers a range of essential municipal services.  Consequently the management 
of such assets is critical to meeting the strategic objectives of the municipality and in 
measuring its performance.  
 
Asset management  
The goal of asset management of PPE is to meet a required level of service, in the most 
cost-effective manner, through the management of assets for present and future customers.  
The core principles are: 

 taking a life-cycle approach; 
 developing cost-effective management strategies for the long-term; 
 providing a defined level of service and monitoring performance; 
 understanding and meeting the impact of growth through demand management and 

infrastructure investment; 
 managing risks associated with asset failures; 
 sustainable use of physical resources; and 
 continuous improvement in asset management practices.  

 

(b) Policy 

The municipality shall provide municipal services for which the municipality is responsible, at 
an appropriate level, and in a transparent, accountable and sustainable manner, in pursuit of 
legislative requirements and in support of its strategic objectives, according to the following 
core principles: 
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 Effective governance  

The municipality shall strive to apply effective governance systems to provide for consistent 
asset management and maintenance planning in adherence to and compliance with all 
applicable legislation to ensure that asset management is conducted properly, and municipal 
services are provided as expected. 
 
 
 
To this end, the municipality shall: 
 

 continue to adhere to all constitutional, safety, health, systems, financial and asset-
related legislation; 

 regularly review and update amendments to the above legislation; 
 review and update its current policies and by-laws to ensure compliance with the 

requirements of prevailing legislation; and 
 effectively apply legislation for the benefit of the community. 

 

 Sustainable service delivery 

The municipality shall strive to provide to its customers services that are technically, 
environmentally and financially sustainable. 
 
To this end, the municipality shall: 
 

 identify a suite of levels and standards of service that conform with statutory 
requirements and rules for their application based on long-term affordability to the 
municipality; 

 identify technical and functional performance criteria and measures, and establish a 
commensurate monitoring and evaluation system;  

 identify current and future demand for services, and demand management 
strategies;  

 set time-based targets for service delivery that reflect the need to newly construct, 
upgrade, renew, and dispose infrastructure assets, where applicable in line with 
national targets; 

 apply a risk management process to identify service delivery risks at asset level and 
appropriate responses;  

 prepare and adopt a maintenance strategy and plan to support the achievement of 
the required performance; 

 allocate budgets based on long-term financial forecasts that take cognisance of the 
full life-cycle needs of existing and future infrastructure assets and the risks to 
achieving the adopted performance targets; 

 strive for alignment of the financial statements with the actual service delivery 
potential of the infrastructure assets; and 

 implement its tariff and credit control and debt collection policies to sustain and 
protect the affordability of services by the community. 
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 Social and economic development 

The municipality shall strive to promote social and economic development in its municipal 
area by means of delivering municipal services in a manner that meet the needs of the 
various customer user-groups in the community.   
 
To this end, the municipality shall: 
 

 regularly review its understanding of customer needs and expectations through 
effective consultation processes covering all service areas; 

 implement changes to services in response to changing customer needs and 
expectations where appropriate; 

 foster the appropriate use of services through the provision of clear and appropriate 
information; 

 ensure services are managed to deliver the agreed levels and standards; and 
 create job opportunities and promote skills development in support of the national 

EPWP. 
 

 Custodianship 

The municipality shall strive to be a responsible custodian and guardian of the community’s 
assets for current and future generations. 
 
To this end, the municipality shall: 
 

 establish a spatial development framework that takes cognisance of the affordability 
to the municipality of various development scenarios;  

 establish appropriate development control measures including community 
information; 

 cultivate an attitude of responsible utilisation and maintenance of its assets, in 
partnership with the community; 

 ensure that heritage resources are identified and protected; and 
 ensure that a long-term view is taken into account in infrastructure asset 

management decisions.  
 

 Transparency 

The municipality shall strive to manage its infrastructure assets in a manner that is 
transparent to all its customers, both now and in the future. 
 
To this end, the municipality shall: 
 

 develop and maintain a culture of regular consultation with the community with 
regard to its management of infrastructure in support of service delivery;  

 clearly communicate its service delivery plan and actual performance through its 
Service Delivery and Budget Implementation Plan (SDBIP); 

 avail asset management information on a ward basis; and 
 continuously develop the skills of councillors and officials to effectively communicate 

with the community with regard to service levels and standards.  

Page 211 of 328



 

 
34 

Initial:  _________ 

 Cost-effectiveness and efficiency 

The municipality shall strive to manage its infrastructure assets in an efficient and effective 
manner. 
 
To this end, the municipality shall: 
 

 assess life-cycle options for proposed new infrastructure in line with the Supply 
Chain Management Policy; 

 regularly review the actual extent, nature, utilisation, criticality, performance and 
condition of infrastructure assets to optimise planning and implementation works;  

 assess and implement the most appropriate maintenance of infrastructure assets to 
achieve the required network performance standards and to achieve the expected 
useful life of infrastructure assets; 

 continue to secure and optimally utilise governmental grants in support of the 
provision of free basic services; 

 implement new and upgrading construction projects to maximise the utilisation of 
budgeted funds;  

 ensure the proper utilisation and maintenance of existing assets subject to 
availability of resources; 

 establish and implement demand management plans; 
 timeously renew infrastructure assets based on capacity, performance, risk 

exposure, and cost;  
 timeously dispose of infrastructure assets that are no longer in use to provide basic 

municipal services;  
 review management and delivery capacity, and procure external support as 

necessary; 
 establish documented processes, systems and data to support effective life-cycle 

infrastructure asset management;  
 strive to establish a staff contingent with the required skills and capacity, and 

procure external support as necessary; and 
 conduct regular and independent assessments to support continuous improvement 

of infrastructure asset management practice.  

(c) Responsibilities 

 Asset Management Committee should convene regularly and take measures to 
effectively implement this policy, and report to Council on progress made at a 
frequency indicated by Council. 

  
 Within 2 years of adoption of this policy, Senior Managers shall develop, and update at 

least every 3 years thereafter, an Asset Management Plan (AMP) for each service 
involving fixed assets that shall assess levels and standards of service, future demand, 
risk, determine a lifecycle plan for a minimum 10 year planning horizon, and identify 
management practice improvement needs (3 year horizon). The AMPs will be 
submitted through the Municipal Manager to Council for adoption. AMPs shall be used 
to inform the preparation of a Comprehensive Municipal Infrastructure Plan and 
budgets through the IDP process.  
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 The CFO shall, in consultation with Senior Managers, determine grading scales for the 

measurement of asset condition, performance, cost-of–operation, and common 
utilisation and which is applicable to all services. Where necessary, the Senior 
Managers shall interpret the grading scales for the PPE assets under their control. 
Senior Managers shall determine the grading of all PPE assets under their control at a 
level of accuracy considered appropriate to the municipality’s resources, at least every 
5 years. 

 
 Within 2 years of the adoption of this policy, Senior Managers shall prepare, and review 

at least every 3 years thereafter, an Operations and Maintenance Strategy and Plan, 
and submit such, through the Municipal Manager, to Council for adoption. 

 
 Within 2 years of the adoption of this policy, Senior Managers shall determine detailed 

service performance measures (differentiated, where applicable for identified customer 
groups), and submit such, through the Municipal Manager, to Council for adoption. 
Senior Managers shall establish a monitoring regime, and report actual performance 
each financial year.  

 
 The Municipal Manager shall establish procedures to ensure that legislative 

requirements regarding the management of capital assets, including but not limited to 
health and safety, and environmental protection, are documented and advised to 
Senior Managers. Senior Managers shall address legislative needs in their strategies 
and plans, and shall enforce implementation.   

 

10 POLICY IMPLEMENTATION  

Detailed procedures shall be prepared and adopted by the Municipal Manager, in 
consultation with the CFO and Senior Managers, to give effect to this policy. 
 

 

 

 

 

___________________    
Mrs E.K. Tshabalala    
Acting Municipal Manager     
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1. INTRODUCTION 

It is required of the Municipal Manager as accounting officer, to take all reasonable steps to ensure 
that the Council has and implements crucial policies for effective financial and risk management. The 
safeguarding of assets and the protection of Council against liabilities is a very important element 
which forms part of a proper assets management system. 
 
A standard for short-term insurance in the municipal environment has been prepared for local 
authority insurance that takes all circumstances related to a municipality into account. There are 
however aspects in addition to this standard, that the Council can decide on as policy, in order to 
reduce premium without an increase in risk, or where the Council is prepared to accept risk because 
of a very slim probability that an event might occur. 

2. OBJECTIVES OF POLICY 

The objectives of the policy are to: 

2.1 To safeguard all municipal assets and protect Council against liabilities. 

2.2 To ensure effective financial and risk management. 

3. LEGISLATIVE 

The legislative framework is: 

3.1 Local Government Municipal Finance Management Act, Act 56 of 2003 and regulations. 

3.2 Local Government Municipal Systems Act, Act 32 of 2000. 

4. PROPERTY INSURED 

4.1 Asset schedules  

The head of a department shall before December of each year submit a schedule setting out the 
assets held by that department, the risks requiring to be insured and any other information 
deemed necessary to the Executive Manager Finance, which shall in accordance with such 
schedules, and subject to the Council’s official policy on the insurance of risk and liabilities, 
effect such insurance as Council’s interests require, through the service of the insurance broker 
appointed by Council. 

4.2 Property excluded from external insurance 

All property owned by or leased to the Council, property held by the Council in trust and/or 
commission and/or custody and/or under Council’s control and/or for which the Council is 
responsible must be insured except for the following which are specifically excluded in terms 
of the standard: 

 property more specifically insured by any other firm arrangement. 

 dam walls, dam contents, canals, reservoirs and reservoir contents. 

 pavilions, sport stadiums, spectator stands, outdoor sports playing or recreational surfaces 
and athletic tracks. 

 assets with an inferior or low value. 
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 loose assets falling within the excess payment of the applicable insurance policy. 

 explosives and ammunition. 

 bullion. 

 precious stones. 

 jewellery other than the mayor’s regalia. 

 trophies and indexed museum items. 

 electrical and communication transmission and distribution lines including cabling and their 
support structures, other than on or within 150 meters of any insured premises. 

 water piping as well as storm water piping including their supporting structures, other than 
on or within 150 meters of insured property. 

 sewerage piping including their supporting structures other than on or within 150 meters of 
insured property. 

 driveways, pavements, outdoor parking surfaces. 

 roads, road and railway bridges, road and rail tunnels, manhole covers. 

 aircraft runways and aprons. 

 land, topsoil, backfill, drainage or culverts. 

 accounts receivable. 

 saving certificates and the like. 

 property in possession of customers (library books, etc.). 

 trees, shrubs and plants. 

 monuments and statues. 

 graves and tombstones. 

 growing timber, growing crops and livestock. 

4.3 Contingencies and risks specifically excluded 

 any event of risk where the Council is specifically indemnified by a third party. 

 contingencies arising from landslides and earthquakes. 

 removal of rubble or professional fees resulting from any damaged property or structures. 

 operators liability for the aerodrome. 

 workmen’s compensation for personnel covered under the Workmen’s Compensation Act. 

 first 24-hours’ work on the recovery of lost electronic data information. 
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5. DAMAGE AND RISKS TO BE SPECIFICALLY INCLUDED TO THE SHORT TERM INSURANCE 
PORTFOLIO 

 houses under rental and selling schemes administrated by the municipality. 

 important official documentation such as building plans and erf records. 

 all property as contained in the assets schedules, annually revised and provided to the 
insurance brokers. 

 additional risk because of the lack of burglar proofing and alarm systems at municipal 
buildings. 

 contractors all risk for high-risk construction as identified by the relevant head of departments 
from time to time. 

 selected movable items utilised in high-risk workplaces of the municipality. 

 full theft cover at all insured property as stipulated on the assets schedule. 

 all money on the premises or in transit from the premises to the bank to a maximum at any 
stage at any premises of R1 300 000,00 in cash and R1 000 000,00 in cheques as annually 
determined by the chief financial officer. 

 fidelity insurance based on all positions higher than post level six (6) of the personnel grading, 
including all councillors. 

 comprehensive motor own damage and third party liability on a motor fleet basis including 
specifically mentioned high valued vehicles. 

 full comprehensive coverage for all emergency vehicles. 

 goods in transit up to R400 000,00 per single load to be transported at a time. 

 group personal accident insurance on 24-hour basis for all councillors to a maximum of R200 
000,00 per incident. 

 stated benefits (workmen’s’ compensation) insurance on 24-hour basis for the accounting 
officer, executive managers, senior managers and senior officials in terms of section 77 of the 
Municipal Finance Management Act, Act 56 of 2003. 

 electronic equipment on the mainframe computer, document imaging system and information 
technology networks, including cabling and communication towers. 

 incidental damages including consequential damages at high risk electrical and mechanical 
plants as identified by the Senior Manager Civil Engineering Services and the Senior Manager 
Electrical Engineering Services. 

 comprehensive insurance on the small craft at the Fire Services. 

 aerodrome owners liability insurance. 

 public liability for bodily injury or damage to an amount of R30-million per event. 

 employers liability of R30-million. 
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6. CONSIDERATION OF HIGHER EXCESS PAYMENTS 

The possibility of paying higher first amounts with claims which might result in lower premiums must 
constantly be considered by the Executive Manager Finance taking into account the best benefit for 
Council at all times. 

7. CONTRIBUTION TO INSURANCE RESERVE 

7.1 The short term insurance portfolio must be administrated on an internal insurance fund principle 
as contemplated in the Financial Code of Practice. 

7.2 Excess payments on claims are allocated to the relevant department vote under general 
expenditure. 

7.3 The electricity service contributes annually to the electricity insurance reserve. 

7.4 All uninsured assets are replaced from either the insurance fund or operating budget of relevant 
departments, whichever is applicable, subject to the availability of funds. 

8. REPORTING RISK, CLAIMS AND DAMAGE 

It shall be the duty of a head of a department to notify the Executive Manager Finance without delay 
of any new insurable risk or of any alteration in an existing insurable risk which has arisen in 
connection with his department. 

On the occurrence of any event giving rise or likely to give rise to a claim by or against the Council or 
against its insurers, the head of the department concerned shall notify the Executive Manager 
Finance of that event who shall immediately notify the Council’s insurer thereof. 

The Executive Manager Finance shall keep a register in which particulars of all insurance policies 
held by the Council shall be entered and he shall be responsible for the payment of all premiums and 
shall ensure that claims that arise under such policies are instituted. 

9. CLAIMS PREPARATION COSTS 

The Executive Manager Finance shall with annual renewal of insurance or otherwise, as regular as 
required, negotiate for exceptional claims preparation costs to be included to the related insurance. 

10. DISPUTES AND ARBITRATION 

The Executive Manager Finance shall with the annual renewal of insurance arrange with the insurer 
brokers that any disputes as to the amount of liability of the insurers under any of the insurance 
policies be determined by arbitration in accordance with the laws of the Republic of South Africa. 

11. APPOINTMENT OF INSURANCE BROKERS 

The Council shall call for tenders for the appointment of insurance brokers at least once every five 
(5) years, unless circumstances dictates a shorter period. 

Insurance brokers will be appointed according to their ability to administrate the Council’s short 
term insurance portfolio, the professionality of officials in their employment and their record of 
sound brokerage service in the municipal environment. 

The insurance brokers shall specifically indemnify the Council of increased risk because of the 
incorrect of unprofessional handling of the placement of insurance or the handling of a specific 
insurance claim. 
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The insurance broker shall annually at the consideration of insurable conditions for the next financial 
year provide the Council of sufficient proof of its own public liability and professional liability 
insurance as well as registration with the professional body for insurance brokers and registration of 
financial advisor. 

The insurance broker shall revise the Council’s insurance portfolio annually in collaboration with the 
Chief Financial Officer. 

12. REVIEW 

This policy will be reviewed annually to ensure it complies with changes in applicable legislation, 
regulations and insurance profile of the municipality. 

13. SHORT TITLE 

This policy shall be called the Short Term Risks and Liabilities Policy of the Govan Mbeki Municipality. 

 

 

 

 

___________________    _____________________ 
Mrs E.K. Tshabalala     Date 
Acting Municipal Manager      
 

Page 219 of 328



 

Initial:  __________ 

FUNDING AND RESERVES 

POLICY 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

APPROVED BY COUNCIL ON:  _______________ 

 

COUNCIL RESOLUTION NUMBER: _______________ 

 

 

 

Page 220 of 328



 

Initial:  __________ 

 

 

1. INTRODUCTION 

The funding and reserves policy is aimed to ensure that the municipality has sufficient and cost-
effective funding in order to achieve its objectives through the implementation of its operating and 
capital budgets. 

This policy aims to set guidelines towards ensuring financial viability over both the short- and long-
term which includes reserves requirements. 

2. OBJECTIVES OF POLICY 

The objectives of the policy are to: 

2.1 Ensure that the Medium Term Expenditure Framework (annual budget) of the municipality is 
appropriately funded. 

2.2 Ensure that cash resources and reserves are maintained at the required levels to avoid future 
year unfunded liabilities. 

2.3 To achieve financial sustainability with acceptable levels of service delivery to the community. 

3. LEGISLATIVE REQUIREMENTS 

The legislative framework governing borrowings are: 

3.1 Local Government Municipal Finance Management Act, Act 56 of 2003;  and  

3.2 Local Government Municipal Budget and Reporting Regulation, Regulation 393, published under 
Government Gazette 32141, 17 April 2009. 

4. FUNDING OF ANNUAL BUDGET 

4.1 An annual budget may only be funded from: 

(a) cash backed accumulated funds from previous years surpluses and reserves not committed for 
any other purpose; and/or 

(b) borrowed funds but only for capital expenditure. 

4.2 Realistic anticipated revenue projections must take into account: 

(a) projected revenue for the current year based on collection levels to date. 

(b) actual revenue collected in previous financial years. 

4.3 Capital expenditure may only occur on a capital project if: 

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

(b) the total cost for the project has been approved by Council. 

(c) the future budgetary implications and projected cost covering all financial years until the project 
is operational has been considered. 

(d) the implications of the capital budget on municipal tax and tariff increases. 
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(e) the sources of funding are available and have not been committed for other purposes. 

 

5. CASH MANAGEMENT 

5.1 The availability of cash is one of the most important requirements for financial sustainability and 
must be closely monitored to ensure a minimum days cash on hand of forty five (45) days for its 
daily operations. 

5.2 Changes in the municipal environment that may have an impact on the municipal cash position 
include: 

(a) changes in revenue levels as a result of consumption patterns (water restrictions, load 
shedding etc.); 

(b) reduced growth as a result of economic conditions; 

(c) increase in non-payment rate as a result of economic conditions; 

(d) implementation of electricity industry pricing policy (inclining block tariffs). 

(e) increased debt levels. 

5.3 Surplus cash not immediately required for operational purposes is invested in terms of the 
municipality’s investment policy to maximize the return on cash. 

6. DEBT MANAGEMENT 

6.1 Debt is managed in terms of the municipal credit control and debt collection policy and the 
writing off of bad debts and impairments of debtors policy. 

6.2 The provision for revenue that will not be collected are budgeted as an expense and is based on 
the projected annual non-payment rate for each service. 

7. OPERATING BUDGET 

7.1 The operating budget provides funding to departments for their medium term expenditure as 
planned. The municipality categorises services rendered to the community according to its 
revenue generating capabilities. 

(a) trading services – services that generate surpluses that can be used for cross subsidization to 
fund other services. 

(b) economic services – services that break even with no surpluses. 

(c) rates and general services – services that are funded by rates, surpluses generated by trading 
services, and/or other revenues generated such as fines, interest received, grants and subsidies 
etc. 

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

(a) property rates. 

(b) surpluses generated from service charges. 

(c) government grants and subsidies. 
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(d) other revenue, fines, interest received etc. 

(e) cash backed accumulated surpluses from previous years not committed for any other 
purposes. 

7.3 The following guiding principles apply when compiling the operating budget: 

(a) The annual budget must be balanced. 

(b) Growth parameters must be realistic taking into account the current economic conditions. 

(c) Tariff adjustments must be realistic, taking into consideration the general inflation, 
affordability, bulk increases and the demand according to the approved Integrated 
Development Plan (IDP). 

(d) Revenue from government grants and subsidies must be in line with allocations gazette in 
the Division of Revenue Act and provincial gazettes. 

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

(i) signed service level agreement; 

(ii) contract or written confirmation; or 

(iii) any other legally binding document. 

(f) Property rates are levied according to the Municipal Property Rates Act, and property rates 
policy based on land and improvement values. The budget is compiled using the latest approved 
valuation and supplementary roll, consistent with current and past trends.  Property rates tariffs 
and rebates are determined annually as part of the tariff setting process. 

(g) Property rates rebates, exemptions and reductions are budgeted either as revenue foregone 
or a grant as per directive in MFMA Budget Circular 51 depending on the conditions thereof. 

(h) Projected revenue from service charges must be realistic based on current and past trends 
with expected growth considering the current economic conditions. The following factors must 
be considered for each service: 

(i) Metered services comprise of electricity and water: 

- the consumption trends for the previous financial years; 

- envisaged water restrictions or load shedding when applicable; and 

- actual revenue collected in previous financial years. 

(ii) Refuse removal services: 

- the actual number of erven receiving the service per category; and 

- actual revenue collected in previous financial years. 

(iii) Sewerage services: 

- the actual number of erven receiving the service and the consumption trends per category;     
and 
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- actual revenue collected in previous financial years. 

(i) Rebates, exemptions or reductions for service charges are budgeted either as revenue 
foregone or as a grant as per directive in MFMA Budget Circular 51 depending on the conditions 
thereof. 

(j) Other projected income is charged in terms of the approved sundry tariffs and fines 
considering the past trends and expected growth for each category. 

(k) Provision for revenue that will not be collected is made against the expenditure item bad 
debt and based on actual collection levels for the previous financial year and the projected 
annual non-payment rate. 

(l) Interest received from actual long-term and or short-term investments are based on the 
amount reasonably expected to be earned on cash amounts available during the year according 
to the expected interest rate trends. The actual amount allocated for interest on investments is 
contributed to the capital replacement reserve. 

(m) Transfers from the accumulated surplus to fund operating expenditure will only be allowed 
for specific once-off projects and with no recurring operating expenditure resulting thereof. 

(n) Transfers from the accumulated surplus to offset the increased depreciation charges as a 
result of the implementation of GRAP 17 will be phased out over a number of years. 

(o) A detailed salary budget is compiled on an annual basis. All funded positions are budgeted 
for in total and new and/or funded vacant positions are budgeted for six (6) months only of the 
total package considering the recruitment process. As a guiding principle the salary budget 
should not constitute more than 35% of annual operating expenditure. 

(p) Depreciation charges are fully budgeted for according to the asset register and to limit the 
impact of the implementation of GRAP 17 a transfer from the accumulated surplus is made.  
However the annual cash flow requirement for the repayment of borrowings must fully be 
taken into consideration with the setting of tariffs. 

(q) To ensure the health of municipal assets, sufficient provision must be made for the 
maintenance of existing and infrastructure assets based on affordable levels, resulting that 
maintenance budgets are normally lower than the recommended levels. Therefore the mere 
reduction of maintenance budgets to balance annual budgets must carefully be considered. As 
a guiding principle repair and maintenance should constitute between 5 and 8% of total 
operating expenditure and should annually be increased incrementally until the required 
targets are achieved. 

(r) Individual expenditure line items are to be revised each year when compiling the budget to 
ensure proper control over expenditure.  Increases for these line items must be linked to the 
average inflation rate and macro-economic indicators unless a signed agreement or contract 
stipulates otherwise. 

8. CAPITAL BUDGET 

8.1 The capital budget provides funding for the municipality’s capital programme based on the 
needs and objectives as identified by the community through the Integrated Development Plan 
and provides for the eradication of infrastructural backlogs, renewal and upgrading of existing 
infrastructure, new developments and enlargement of bulk infrastructure. 
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8.2 Provisions on the capital budget will be limited to availability of sources of funding and 
affordability. The main sources of funding for capital expenditure are: 

(a) accumulated cash back internal reserves; 

(b) borrowings; 

(c) government grants and subsidies; and 

(d) public donations and contributions, 

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

(a) Government grants and subsidies: 

(i) only gazette allocations or transfers as reflected in the Division of Revenue Act or allocations 
as per provincial gazettes may be used to fund projects; 

(ii) the conditions of the specific grant must be taken into consideration when allocated to a 
specific project; and 

(iii) government grants and subsidies allocated to specific capital projects are provided for on 
the relevant department’s operating budget to the extent the conditions will be met during the 
financial year. 

(b) In the case of public contributions, donations and/or other grants, such capital projects may 
only be included in the annual budget if the funding is guaranteed by means of: 

(i) signed service level agreement; 

(ii) contract or written confirmation; and/or 

(iii) any other legally binding document. 

(c) Public donations, contributions and other grants are provided for on the relevant 
department’s operating budget to the extent the conditions will be met during the financial 
year. 

(d) The borrowing requirements as contained in the borrowing policy are used as a basis to 
determine the affordability of external loans over the Medium Term Income and Expenditure 
Framework. The ratios to be considered to take up additional borrowings: 

(i) long-term credit rating of BBB; 

(ii) interest cost to total expenditure to not exceed 8%; 

(iii) long-term debt to revenue (excluding grants) not to exceed 50%; 

(iv) payment rate of above 95%; 

(v) percentages of capital charges to operating expenditure less than 18%. 

(e) Allocations to capital projects from cash back internal reserves will be based on the available 
funding for each ring-fenced reserve according to the conditions of each reserve as follows: 

(i) infrastructure projects to service new developments and the revenue is received through the 
sale of erven must be allocated to the capital reserve for services ; 
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(ii) capital projects of a smaller nature such as office equipment, furniture, plant and equipment 
etc. must be allocated to the capital reserve from revenue which is funding from the revenue 
budget for that specific year.  A general principle is that these types of capital expenditure 
should not exceed more than 1% of total operating expenditure; 

(iii) capital projects to replace and/or upgrade existing assets will be allocated to the capital 
replacement reserve; 

(iv) capital projects to upgrade bulk services will be allocated to the capital bulk contributions 
reserve for each service. 

8.4 All capital projects have an effect on future operating budget therefore the following cost factors 
should be considered before approval: 

(a) additional personnel cost to staff new facilities once operational; 

(b) additional contracted services, that is, security, cleaning etc. 

(c) additional general expenditure, that is, services cost, stationery, telephones, material etc. 

(d) additional other capital requirements to the operate facility, that is, vehicles, plant and 
equipment, furniture and office equipment etc. 

(e) additional costs to maintain the assets; 

(f) additional interest and redemption in the case of borrowings; 

(g) additional depreciation charges; 

(h) additional revenue generation. The impact of expenditure items must be offset by additional 
revenue generated to determine the real impact on tariffs. 

9. RESERVES 

9.1 All reserves are “ring fenced” as internal reserves within the accumulated surplus, except for 
provisions as allowed by the General Recognized Accounting Practices (GRAP). 

9.2 The following ring fenced reserves exist: 

(a) Capital reserve for new developments 

This reserve is used to fund capital expenditure to service new developments. Each 
development is ring fenced within this reserve. The valuer determines the price for the erven to 
be sold and the revenue generated through the sale of erven is then allocated to the specific 
development.  This reserve must be cash backed to ensure the availability of cash to fund the 
capital expenditure required to service the erven. 

(b) Capital replacement reserve 

Funding for capital budgets of future financial years are generated through a combination of 
methods. Once a municipality has reached its maximum gearing ability no further borrowings 
can be taken up. This necessitates that the municipality also invests in a capital replacement 
reserve, however, it must be cash backed.  This reserve once fully established will enable the 
municipality to provide internal funding for its capital replacement and renewal programme.  In 
the past the cash generated from depreciation was used for the redemption payments on 
borrowings only. The increased asset value as a result of GRAP 17 has resulted that the 
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depreciation charges increased drastically which was not supported by cash.  To limit the tariff 
increases a non-cash contribution was made from the depreciation reserve to offset the 
depreciation charge.  Depreciation is a method to generate future cash. Therefore it is 
anticipated to annually incrementally decrease the offset depreciation charge from the 
depreciation reserve with 2% until the depreciation is fully funded from cash through tariff 
setting.  Other contributions to the capital replacement reserve through the operating budget 
is: 

(i) interest received on investments; 

(ii) surface rentals from mines as identified from time to time;  and This reserve must be cash 
backed to ensure the availability of cash to fund the municipal capital programme. 

(c) Bulk capital contribution reserves 

This reserve is to supplement capital expenditure for the necessary expansions and upgrading 
of bulk infrastructure due to new developments. Revenue generated through bulk services 
contributions are allocated to this reserve for each applicable service. This reserve must also be 
cash backed. 

10. PROVISIONS 

A provision is recognised when the municipality has a present obligation as a result of a past event 
and it is probable, more likely than not, that an outflow of resources embodying economic benefits 
or service potential will be required to settle the obligation and a reliable estimate can be made of 
the amount of the obligation. 

Provisions are revised annually and those estimates to be settled within the next twelve (12) months 
are treated as current liabilities. 

The municipality has the following provisions: 

(a) Leave provision 

Liabilities for annual leave are recognised as they accrue to employees.  An annual provision is made 
from the operating budget to the leave provision. Due to the fact that not all leave balances are 
redeemed for cash, only 75% of the leave provision is cash backed. 

(b) Landfill rehabilitation provision 

The landfill site rehabilitation provision is created for the current operational site at the future 
estimated time of closure. 

The value of the provision is based on the expected future cost to rehabilitate the landfill site. This 
provision must be cash backed to ensure availability of cash for rehabilitation on closure. 

(c) Long services awards 

Municipal employees are awarded leave days according to years in service at year end. Due to the 
fact that not all long service leave balances are redeemed for cash, only 75% of the long service 
leave provision is cash backed. 

(d) Post employment medical care benefits 
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The municipality provides post retirement medical care benefits by subsidizing the medical aid 
contributions to retired employees and their legitimate spouses. The entitlement to post retirement 
medical benefits is based on employees remaining in service up to retirement age and the 
completion of a minimum service period. The expected cost of these benefits is accrued over a 
period of employment. 

This provision must be cash backed to ensure the availability of cash for the payment of medical aid 
payments. 

11. OTHER ITEMS TO BE CASH BACKED 

11.1 Donations, public contributions, unspent grant funding 

Revenue received from conditional grants, donations and funding is recognised as revenue to 
the extent that the municipality has complied with any of the criteria, conditions or obligations 
embodied in the agreement. 

Unspent amounts in relation to donations, public contributions and unspent grant funding are 
therefore retained in cash and are not available to fund any other items on the operating or 
capital budget other than that for which it was intended for. 

11.2 Consumer deposits 

Consumer deposits are partial security for a future payment of an account. 

Deposits are considered a liability as the deposit is utilised on the account once the service is 
terminated. Therefore the funds are owed to consumers and can therefore not be utilised to 
fund the operating or capital budget. 

Consumer deposits should be retained in cash. Due to the fact that it is not likely to redeem all 
of the consumer deposits at once, only 75% are cash backed. 

12. REVIEW 

This policy will be reviewed annually to ensure that it complies with changes in applicable legislation 
and regulation. 

13. SHORT TITLE 

This policy shall be called the Funds and Reserves Policy of the Govan Mbeki Municipality. 

 

 

 

___________________     _________________ 
Mrs. E.K. Tshabalala     Date  
Acting Municipal Manager       
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DEFINITIONS 
 

 Basic Municipal Services: 
 

- Basic Municipal Services means a municipal service that is necessary to 
ensure an acceptable and reasonable quality of life that if not provided, 
would endanger public health or safety or the environment. For the purposes 
of this policy “Basic Municipal Services” refers to the following services 
supplied and subsidized by Govan Mbeki Municipality: 
 Water and Sanitation 
 Electricity 

 
Child headed households: 
 

- Child headed households for the purposes of this policy refers to households 
headed: 
 By a person under the age of 21 years. 

 
Child headed household under guardianship: 
 

- Child headed household under guardianship for the purpose of this policy 
refers to: 
 Those exceptional cases where a guardian is appointed for the household 

but who does not have to: 
o Reside on the property. 
o Be a registered indigent. 
o Reside in the boundaries of Govan Mbeki Municipality. 

 
House owner: 
 

- House owner for the purposes of this policy refers to: 
 Registered owner or Title Deed holder. 
  A person appointed by a competent court of law as a responsible person 

to take care of all the affairs of the deceased. 
 
Indigent Household: 
 

- Any household of which the members are South African Citizens / permanent 
resident and tenants who are also South African Citizens, who due to a 
number of economic or social factors are unable to pay for Municipal 
services. 

 
Minor: 
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- A person who has not attained the legal age of majority and, thus, has 

restricted or no legal capacity. 
Days: 

- Refers to calendar days. 
 
 
Registered Indigent Household: 
 

- Registered Indigent household for purposes of this policy refers to those 
households who have met the indigent registration criteria. 

 
Suspended: 
 

- To stop or to cause to be in-active either temporarily or permanently. 
 
Tenant: 
 

- Tenant in terms of this policy refers to a person residing in a property and 
who has a: 

 Formal lease agreement with the Govan Mbeki Municipality / the title 
holder thereof is Govan Mbeki Municipality and the property is used 
for housing purposes. 

 
Written off: 
 

- A cancelation of an item in account books. 
 
Asset Indigent household: 

- Is a household  where the applicant is  the  owner  of  a  property   with  a  

value  below  a  certain   threshold   as contemplated   in the Municipal 

Property rates Policy as been exempted from paying municipal 

rates.      

Income Indigent household:   

- I s  a  household when t h e  applicant meets the criteria for indigent status 
based on income where such applicant does not meet the criteria for “Asset 
indigent Household” 

Estate Indigent household: 
 

- Is a household when the applicant meets the criteria for indigent status; 
where such applicant does not meet the criteria for “Asset Indigent 
Household” and/or “Income Indigent Household” based on the “deceased 
estate” and/or “law of succession” 
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Special Indigent Approval Form: 
 
-Is an application form designed specific for debtors without letters of authority, 
which must also be completed by the Ward Councillor, Ward Committee, and 
approved by the Chief Financial Officer. 
 
1.  INTRODUCTION 

 
 
1.1 The Municipal Council recognizes that it must give priority to the basic 

needs of the community, promote the social and economic development 

of the community and ensure that all residents and communities in the 

municipality have access to at least the minimum level of basic 

municipal services in terms of Section 152(1) (b) and 153(b) of the 

Constitution. 
 
 
1.2        The  Constitution  acknowledges   local  government   as  a  distinct  

sphere  of government  and  as such  also  entitles  it to an equitable  

share  of nationally raised revenue, which will enable it to perform its 

basic function of providing essential services to the community. 
 
1.3          Because   of   the   level   of   unemployment   and   subsequent   poverty   

in  the municipal  area,  there  are  households  which  are  unable  to  

pay  the  normal tariffs for municipal services.  The municipality 

therefore adopts this Indigent Management Policy to ensure that these 

households have access to at least basic municipal services. 
 
2.   PURPOSE OF THIS POLICY 

The purpose of this policy is to: 
 
2.1        Ensure  the  provision  of  basic  services  to  the  community  in  a  

sustainable manner, within the financial and administrative capacity of 

the Municipality. 
 
 
2.2 Provide procedures and guidelines for the subsidization of basic 

services to its indigents, using the Municipality’s budgetary allocations 
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through the equitable share. 
 
 
2.3        Set fair criteria and a consistent, transparent and reasonable threshold 

for the determination of indigent households and set appropriate 

subsidies consistent with the Municipality’s Tariff Policy. 

 

2.4 A debtor who meets the criteria contained in this policy may apply, in the 

prescribed manner, to be registered as indigent. 

2.5 The applicant must be a natural adult person. 

3.  LEGISLATIVE FRAMEWORK 

 
Constitution of the Republic of South Africa, (Act No 108 of 

1996) The Local Government: Municipal Systems Act (Act No. 

32 of 2000) Municipal Finance Management Act (Act No. 56 

of 2003) 

 

FINANCING OF THE PROGRAMME 
 

The Municipality must make provision on its annual Operating budget to            
subsidize the tariffs of registered indigent. 
Registered Indigent households will receive a pre-determined quantity of                     
electricity, water and sanitation free of charge on a monthly basis. 
The arrears on services covered by the indigent program may be written 
off against the provision of bad debt. 

 
 
 
4.  CRITERIA FOR QUALIFICATION 

Indigent households are categorized into three components viz:  Asset 

Indigent, Income Indigent and Estate Indigent. 
 
 
4.1  ASSET INDIGENT 

 
 
4.1.1  The applicant must be the owner of the property/properties; 

 
4.1.2  The property’s   value m a y  n o t  e x c e e d    R60 000.00   as contained 

on t h e  Municipal Property Valuation Roll; 
 
4.1.4  Such property/properties may not be used for business purposes; 
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4.1.5  The property/properties must have an electricity prepaid meter installed. 

 
 
4.2  INCOME INDIGENT 

 
 
4.2.1  Households w h e r e  the combined and verified total gross monthly 

income (Excluding social, foster care, disability and child grants) of all 
occupants over 18 years of age and does not exceed R3500.00 per 
month shall qualify for an indigent subsidy. The threshold amount may 
be varied from time to time by the Municipal Council, Municipal 
Manager or its delegated Official or may be varied in line with the 
increase of Social Pension Grants for Senior Citizens as determined by 
from time to time by National Government. 

 
 
4.2.2     The applicant may not own, either on her/his own or together with 

other persons, more than one fixed property. 

 The applicant must ordinarily reside at the premises concerned 
 
 

4.2.3    Only households where the account-holder or property owner has 

registered as indigent in terms of the municipality’s annual 

registration programme, and whose registration has been accepted, 

verified and entered into the register of indigents shall qualify. 
 
 

4.2.4     An approved registered applicant remain enlisted until he/she applies 

in writing to be deregistered or be requested to apply to be 

deregistered from the indigent register. 
 

4.2.5   For a household to qualify for a rebate on rates, the registered 

indigent must be both the owner and fulltime occupant of the 

property concerned 
 
 

4.2.6     A prepaid electricity meter must be installed at the subject property 

before any debt write-off may be affected in terms of the 

municipality’s Debt Write off Policy. 
 
 

4.2.7     Debt write-off for indigent households should occur every Twelve (12) 

months, subject to re-verification of indigent status. 
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4.2.8    To register as an indigent, the relevant property owner, account-holder 

or Guardian must personally complete and sign the registration 

form provided by the municipality for this purpose, and furnish 

such further documentation as the municipality specifies, subject to 

clause 4.2.9 (f) below. 

 

4.2.9 An application in terms of this paragraph shall be made on the 

prescribed application form and shall be accompanied by;  

 

(a) a sworn affidavit stating the gross total monthly household 

income of all persons ordinarily residing at the address 

concerned; 

 

(b) the applicant’s latest payslip and bank statement, if she/he is 

employed and the latest payslip and bank statement of any other 

persons ordinarily residing on the property concerned who are 

employed; 

 

(c) a certified copy of the applicant’s identity document; and certified 

copies of all persons above eighteen years who ordinarily reside at 

the address concerned. 

 

(d) In the event that an application for Indigent is made by a 

successor, heir or guardian on behalf of the household who is not 

in possession of the letter of authority, the Applicant will have to 

complete the Indigent Special Approval Form, which must be 

accompanied by an affidavit from the Applicant. 

 

(e) Where the Applicant for Indigent is a divorcee, a certified copy of 

the decree of Divorce must accompany the application 

 

(f) The Municipality will provide assistance to persons who cannot 

read or write, at such times and places as are specified in the 

notices published to indicate that the registration programme is 

to take place.   Registration will take place on dates and at times 
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and places determined by the Council or Municipal Manager. 
 
 

(g) Efforts should be made to assist indigents whose consumptions 

of metered water services are excessive due to leakages. Special 

care will also be exercised to assist indigent child-headed           

households. 
 
 

4.3        ESTATE INDIGENT 

 

4.3.1 Is an occupier of a child-headed household where the property is 

registered in the name of the deceased parent or deceased parents. 

 

4.3.2 The party to whom the property is awarded in the event of a divorce. A 

decree of divorce must be accompanied by the application for Indigent. 

 

4.3.3 Where a deceased estate has not been wounded up a letter of authority 

is needed. 

 

4.3.4 In the case of a deceased estate, in whose name the property is 

registered, any heir to whom the registered property has been 

bequeathed a letter of authority is needed. 

 

4.3.5 Where a letter of authority cannot be obtained due to family feuds or as 

a result of the unavailability of some of the family members, such 

applicants must be referred to the Ward Councillor and/or Chairperson 

of the Ward Committee for a resolution and/or completion of the 

Special Indigent Approval form. 

 

4.3.6 Where the surviving spouse was married in community of property to 

the deceased, and where the property is registered in both spouse’s 

names and the surviving spouse is the sole heir. 

 

4.3.7 A surviving spouse, who was married in community of property to the 

deceased, together with any other heirs, if any, where the property is 

registered in the name of that deceased. 
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4.3.8 Whenever the ward councilor has reason to believe that premises are 

occupied by a child-headed household (regardless whether municipal 

services are supplied to such premises), she/he shall make such 

enquiries, which may  include  inspecting  the premises concerned, as 

she/he may deem necessary to establish the facts. 

 

4.3.9 If the belief of the councilor is confirmed, she/he shall forthwith in 

writing report the matter to the relevant authority responsible for child 

welfare and thereafter to the Chief Financial Officer. 

 

4.3.10 If it is established on a balance of probabilities that the adult person(s) 

who previously occupied premises together with children – 

 

(a) (i) is dead and that her/his heir(s) is a child, the Municipal Manager 

may write the debt owing in respect of services supplied to the premises 

and rates off as irrecoverable; 

 

    (ii)  on receipt of a report from the authority responsible for child welfare, 

declare the child-headed household indigent. 

 

 
 

7.  SERVICES TO BE SUBSIDISED 
 
 

7.1     The subsidies on rates and the specified service charges will be 

determined as part  of  each  annual  budget  and  in  terms  of  the  

municipality’s  policies  on property rates and tariffs. 
 
 

7.2        In respect of water, a 100% subsidy up to 10 kl per household per 

month will apply; however, if consumption exceeds 10 kl per 

metering period (month) the consumer will be charged at normal 

indigent tariff for actual consumption on the quantity exceeding 10 

kl. 
 

7.3     With regard to electricity, a 100% subsidy up to 50 kWh per 
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household per month  will  apply;  however,  if  consumption  exceeds  

50  kWh  per  metering period (month), the consumer will be charged 

at normal indigent tariff for actual consumption on the quantity 

exceeding 50 kWh. 
 

7.4      In respect of sewerage charges and charges for household refuse 

removal, the relief granted shall be as determined by council as part 

of each annual budget, for the monthly amount billed for the service 

concerned. 

 

7.5 Council may from time to time these subsidized services with its 

annual budget increase or at any time the Municipal Council resolves 

as such.  
 
 

8.  APPLICATION FOR REGISTRATION 
 
     8.1  ASSET INDIGENT 

 
 

    Registration under this category of Indigents will be done 

automatically using the Municipality’s General Valuation Roll and 

only once a prepaid electricity meter has been installed and is 

operational on the property as contemplated in paragraph 4.1.5 above 

 

8.2  INCOME INDIGENT / ESTATE INDIGENT 
 
 

8.2.1         A household wishing to apply as an indigent customer must complete 

the Municipality’s indigent application form; it shall be accompanied 

by the following documents: 
 
 

(i)  an affidavit declaring unemployment or income; 
 

(ii)     documentary   proof   of   income,   such   as   a   letter   from   

applicants employer; a salary advice, a pension card, or any 

such proof confirming unemployment status; 

(iii)  the municipality’s latest municipal account where possible. 
 

(iv)  a certified copy of the applicant’s identity document; and 
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         the names  and identity  numbers  of all occupants  over the 

age of 18 years who are resident at the property. 

(v)   A letter of authority in the case of deceased estates or a Special 

Indigent Approval Form as referred to in 4.3.5 above 

(vi) A letter of guardianship in the case of the applicant not being the 

owner and the occupant of the property concerned 
 
 

8.2.2        Applicants will be required to sign and submit a sworn affidavit, to 

the effect that  all  information  supplied  is  true  and  that  all  

income,  i.e.  from formal and/or informal sources, is declared. 

 
 
 

8.2.3        The applicant shall give permission to the Municipality to verify the 

indigent status of the applicant through access to the applicant’s 

information at the South African Revenue Service or any other 

such agency as the Municipality may determine. 
 
 

8.2.4    The Municipality/its authorized official shall counter-sign or 

stamp the application form and certify that the condit ions and 

consequences o f  such an application were explained to the 

applicant and that the latter indicated that the contents of the 

declaration were understood. 
 
 
 
 

9.  APPROVAL OF REGISTRATION 
 
 

9.1      The municipality or its authorized o f f i c i a l  may send authorized 

representatives to premises or households applying for registration 

as indigent customers to conduct an on-site audit of information 

provided prior to the approval of the application. 
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9.2      An application   received   shall   be considered   by the Municipality   or 
its authorized official and the applicant shall be duly advised of the 
outcome of the application.   If the application is not approved, the 
applicant shall be advised of the reasons thereof. 

 
9.3         An application  shall  be  approved  for  a  period  of  12 months,  

pending  the annual verification process. 

9.4 The approved indigents register will be published onto the Municipal 

notice boards and on the local newspaper for duration of 30 days 

9.5 The entire indigent registration process must be completed within a 

period of 6 (six) months. 

 

9.6. An applicant whose application – 

 

(a) is successful, will be informed in writing of that fact; and/or 

published on the prescribed notice boards. 

 

(b) is unsuccessful applicants will be published on the prescribed 

notice boards and reason can be obtained from the Indigent office. 

 

(c) The Govan Mbeki Municipality will inform the public by way of 

public notice as to when results of applicants will be ready for 

viewing. 

 

9.7. A debtor who is registered as indigent shall receive discounts in 

respect of municipal services and property rates (if applicable) as 

determined by the Council from time to time. 

 

9.8. Any charges accruing to a debtor account of an indigent debtor in 

excess of the amount of the discounts granted by the Municipality 

shall be payable by the debtor concerned on or before the due date. 
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9.9. Re-evaluation 

 

(a) the decision whether an indigent household remains satisfied with 

the restriction to the supply of free basic services lies with the  

member of the household responsible for the payment of services. 

(b) regular physical inspections will be carried out at the premises of 

each of the registered indigents to ensure that the supply 

installations including the supply limitation are intact. 

 

(c) should an applicant in his application present any fraudulent 

statement he/she will be denied approval or, if already been 

approved, will immediately be deregistered. He/she will be held 

responsible for any monies written off and will repay all benefits 

received at the discounted rates.  

 
 

9.10.    The  Chief  Financial  Officer  may  refuse  to  register  a  consumer  as  

indigent  if  that consumer at any time  during the 12 months 

immediately  preceding her/his application was removed from the 

indigent register in terms of paragraph 24.10. 

 

9.11.    In the event of the death of an indigent debtor a relative  or an adult  

member of  the household  of the deceased must provide a certified 

copy of the death certificate in respect of the debtor issued in terms of 

section 22 of the Births and Deaths Registration Act 1992 (Act No 51 of 

1992) to the Municipality.  The Chief Financial Officer shall, as soon as 

practicable after receipt of a death certificate, cancel the registration of 

the deceased as an indigent debtor.  The deceased’s heir may, if she/he 

is an adult person, apply to be registered as an indigent household in 

the manner prescribed in this policy. 
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9.12.    When a debtor is registered as indigent the debt of the consumer 

existing on the day of registration shall be parked and such a person’s 

name be given through to the credit bureau.  The Chief Financial 

Officer shall as often as is necessary report to the Municipal Manager 

regarding any debts parked in terms of this paragraph, and may 

recommend that such debts be written off. 

9.13. That if a person who was or who is enlisted as indigent sell his 

property, the arrears written-off be paid before a clearance certificate 

can be issued. 

 

9.14.    Interest shall not be charged on arrear charges owing by indigent 

debtors. 

 

10. OBJECTIONS 
 
- Individuals wishing to object to the approved indigent register must do so on the 

prescribed objection form during the period of publication of the indigent 
register ,see clause 10 above 

- All objections will be considered by the municipality within a period not 
exceeding 30 days from the date of the closure of objections 

- No late objections will be entertained or considered after the 30 day period has 
lapsed. 

 

 

11.  INDIGENT REGISTRATION  
 
 

11.1     The income indigent applicant must re-apply for registration as an 

indigent on or before 30th June of every  year during the indigent 

outreach programme, failing which the status as an indigent will 

cease automatically. 
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11.2 The Municipality shall, with the aid of Ward Councilors and Ward 

Committees, embark on an extensive community outreach 

programme in October annually aimed at informing communities of 

the content of this policy and the registration periods. 
 

11.3  The Municipality does not give any guarantee of renewal. 
 
 
 

12.  NON-COMPLIANCE OF HOUSEHOLDS REGISTERED 

AS INDIGENTS 
 
 

12.1         When a property owner or account-holder  who has registered as an 

indigent fails to comply with any arrangements or conditions 

materially relevant to the receipt  of  indigent  relief,  such  person  

will  forfeit  his  or  her  status  as  a registered indigent with 

immediate effect, and will thereafter be treated as an ordinary 

residential property owner or account-holder for the financial year 

concerned. 

 

12.2 The Municipality at its own discretion may consider criminal charges 
against any applicant who submitted false/fraudulent 
information/documentation in order to be registered as an Indigent. 

12.3 The onus is on each registered indigent to advise the municipality of 
any change in indigent status or change in financial status. 

 
12.4 The relief to indigents will be withdrawn if a registered indigent: 

 
 

(a)  Fails to keep to the terms of the policy agreement. 
 

(b)  Tampers with the installed electricity and water meters. 

 (c)  Household income increasing beyond the threshold 

prescribed.  

(e)  Property is turned into a business.  

(f)  Owner is renting or leasing out the 
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property. 

(g) The Property is sold. 
 
 

12.5       If a registered indigent is found to have provided fraudulent 

information to the Municipality   in  regard  to  any  material   

condition   for  registration   as  an indigent, such person shall 

immediately be removed from the indigent register , and shall be 

liable to repay the municipality with immediate effect the  cost  of  

all  indigent  relief  measures  received  from  the  date  of  such 

fraudulent registration. 

 
12.7      Moreover, such person may not again be considered for any future 

indigent relief for a period to be determined by Council from time to 

time. 

 

12.8       Should Indigents who’s debt has been written off by the Municipality 

sell their properties within a period of a year from date of last 

registration as an Indigent household, such indigent subsidies 

received within this period shall be  recovered  prior  to  the  

issuance  of  a  signed  property  rates  clearance certificate. 

12.9  In the case of the property being transferred to its heir/heirs clause 

9.6 and 9.8 will not be applicable. 

 
12.10       The  write-off  of  indigent  debts  shall  be  reversed  on  request  for  

a  rates clearance  certificate,  in  cases  where  the  property  

concerned  is  sold  within two years after the write-off has been made.  

 

Furthermore, the written-off amount shall also be reversed on 

permission being granted by the municipality for the extension or 

building of a house by an applicant or household that has been 

declared indigent within a year after write-off. 
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13.  DRAFTING AND MAINTENANCE OF AN 

INDIGENT REGISTER 
 
 

13.1    The Chief Financial Officer will be responsible to compile and 

administer the database for households registered in terms of this 

policy. 
 
 

13.2      Council     reserves     the     right     to     send     its officials    to 

premises/households receiving relief from time to time for the 

purpose of conducting an on-site audit of the details supplied and to 

verify applications. 
 
 

14.  ARREARS OF INDIGENTS ON APPROVAL 

OF REGISTRATION 
 
 

14.1      Accumulated arrears in respect of the indigent’s municipal account, 

prior to registration shall be suspended, and interest shall not 

accumulate in respect of such arrears for the period that a resident 

remains registered as an indigent. 
 
 

14.2        Accumulated  arrears  so  suspended,  shall  become  due  and  

payable  by  the resident as determined by the credit control and 

policy of the Govan Mbeki Municipality. Accumulated arrears so 

suspended, s h a l l  be subject to write-off 

 
14.3        Notwithstanding clause 14.2, arrears suspended for a period of One 

(1) year or longer shall not be recovered from an indigent on de-

registration. 

 
 

15.  DE-REGISTRATION 
 
 

15.1        An  indigent  household  shall  be  automatically  de-registered  if  an  

audit  or verification  concludes  that the financial  circumstances  of 
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the indigent household has changed to the extent that he or she no 

longer meets the qualification criteria set out in sections four (4) and 

nine (9) of this policy. 
 
 

15.2  An indigent may at any time request de-registration. 
 

15.3  In  the  event  of  de-registration,  the  Municipality  shall  notify  the  

indigent household of such de-registration in writing. 

 
 
16.  RESPONSIBILITIES OF REGISTERED INDIGENT 

HOUSEHOLDS 
 
16.1  The registered indigent must be willing to accept technical assistance 

offered by the Municipality to make her/his current monthly 
consumption of service more affordable through limiting services 

16.2  The applicant must be willing to accept the limited level of service and 
must stay in the program for at least 12 months unless assessed and 
approved for voluntary exit on application accordingly 

16.3  The registered indigent must always ensure that her/his monthly 
consumption does not exceed the limited level of services in terms of 
this programme 

15.4  Should the situation of the registered indigent household change the 
onus is on the household to inform the GMM immediately 

16.5  Refusal of a device to control consumption – the suspended debt will be 
re-instated and the household will be de-registered. 

16.6  Reasonable care of the device. The registered household has a 
responsibility to report any tampering/vandalism to the device to the 
SAPS and the GMM. If the tampering/vandalism are not reported the 
beneficiary will be held responsible in terms of the credit control policy 
and any other measures which the municipality deems fit/necessary. 
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17.  REPORTING REQUIREMENTS 

 
 

17.1  The municipal manager shall submit a written report on a monthly 

basis, to the executive mayor concerning: 
 
 

(a)  The   number   of   households   registered   as   indigents   and   

a   brief explanation of any movements in such numbers; 

(b)  The monetary value of the actual subsidies and rebates granted; 

(c)  The budgeted value of the subsidies and rebates. 

(d)  The  executive  mayor  shall  submit  the  above  reports  on  a  

quarterly basis to council. 

 
 

18.  IMPLEMENTATION AND REVIEW 
 
 

18.1   The implementation of the amendments of this policy shall take effect 
on the 1st July 2022. 

 
 

18.2  This policy shall be reviewed annually. 
 
 
___________________    _________________ 
Mrs E.K. Tshabalala     Date 
Acting Municipal Manager      
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POLICY REGARDING PAYMENT OF TRAVELLING AND SUBSISTENCE ALLOWANCE 

 

Introduction  

It is needed that representatives of the municipality from time to time travel to another 
municipalities/cities/towns on official business (meetings, seminars, workshops, conferences, 
training, purchasing/procurement of goods/services, etc.) 

To ensure sound, uniformity and proper administration of all regulations regarding travelling and 
subsistence for officials and councilors as well as their attendance of conferences, workshops and 
meetings, formulation and up keeping of a comprehensive policy is essential. 

This policy details the approval and payment of a subsistence and travel allowance for the 
purpose of official travelling. 

1. Responsibilities of Representatives who travel on business of the Municipality: 
 

1.1 Every representative who travels on the business of the municipality must comply 
with this policy in letter and in spirit. 
 

1.2 Representatives who travel on the business of the municipality must appreciate, at all 
times, that they are ambassadors for the municipality, and that their actions, conduct 
and statements must be in the best interest of the municipality, and that they must 
comply with any specific mandates they have been given. 

 
2. Definition of a Travelling and Subsistence Allowance 

A Subsistence Allowance is an amount of money given by the municipality to a 
representative to cover the following expenses: 

2.1 Accommodation and meals; 
 

2.2 Transportation Cost if no official vehicle is provided by the municipality 
 

2.3 Incidentals Expenses (including refreshments, snacks, drinks, etc. 

(The above excludes any personal recreation, such as visits to the cinema, theatre or 
night club, or sight-seeing, etc.) 
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3. Other Definitions 
 
3.1 “Delegate” any councilor or any official that received permission to attend an 

official visit as contemplated in Section 7 of this policy 
 

3.2 “Council” means the Council of Govan Mbeki Local Municipality  
 
3.3 “ Councillor”  means a councilor elected to serve on the Council 
 
3.4 “Govan Mbeki boundaries” means the area determined by the National 

Demarcation Board for the municipal area known as (MP 307) 
 
3.5  “Per night” when staying overnight  
 
3.6 “Official visit” means the attendance of meetings, seminars, congresses, 

workshops, training courses or any other event that a delegate attends in his/her 
official capacity for which prior approval has been obtained and includes the 
attendance of meetings of institutes by councilors and /or officials that have been 
selected to serve on the management structures of such institutes.  

 
3.7 “Representative means” means Councilors and officials of the municipality.    

 

4. Up Keep of Policy 

Adjustment to the policy shall take place under the following circumstances  

4.1 Should the council’s approach to the policy change. 
 

4.2 Should new legislation by means of laws, ordinance and or regulations require 
adjustments to the policy. 
 

4.3 When adjustments to the inflation rate necessitate adjustments to the tariffs, which 
should be considered annual with the income/expenditure budget.    

 
5. Responsibility for the Up Keep of Policy 

 
The responsibility for the administration up keep of the policy is as follows: 
 
5.1 Adjustment to tariffs:  Chief Financial Officer 
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5.2 Other adjustment:  Director Corporate Services    
 

 

 

6. Accountability   
 
6.1 Delegates/ representatives to any conference, workshop or meeting must ensure 

that they attend, arrive on time and attend until the conclusions of such event, 
failing which the Council will take the necessary steps to recover all expenses 
incurred by the Council, to enable such delegate/representative to attend, provided 
that such delegate /representative be afforded the opportunity to submit reasons 
for not being able to be present from commencement to conclusion of such an 
event   

 
7. Entitlement to a Travelling and Subsistence Allowance 

 
7.1 A representative can claim a daily subsistence allowance as provided in this 

policy with the understanding that all authorized personal expenses are covered 
by the subsistence allowance.  No further expenses, with the exception of certain 
business expenses (see below), may be claimed. 
 

7.2 Entertainment of external business associates or contacts or clients or potential 
investors or potential clients will be fully reimbursed subject to prior approval. 
If a representative of the municipality has an entertainment allowance, this 
entertainment of external business associates or contacts or other parties must be 
claimed against the entertainment allowance. 
 

7.3 A representative of the municipality must first obtain the appropriate approval of 
his or her travelling and subsistence allowance as provided in this policy before 
embarking on the trip.   
 

7.4 No travelling and subsistence allowance will be paid, and no representative will 
be entitled to a subsistence allowance, if the trip or travel is not related to the 
business of the municipality.  All travel on business of the municipality must be 
approved as such before a representative is entitled to a subsistence allowance. 

 
7.5 Persons from other municipalities/towns/cities who are invited for interviews are  

also entitled to Travelling and Subsistence Allowance subject to budget 
availability.  
 

7.6 If the distance of the venue is 200 km or less from Govan Mbeki Municipality and 
the event commences at 09h00 or later, such representative should leave in the 
morning of the date of such event. 
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8. Accommodation Costs  
 
8.1 A representative who travels on the business of the municipality, where the travel 

entails one more nights spent away from home may stay in a hotel, motel, guest 
house or bed and breakfast establishment. 
 

8.2 If a representative is required to stay overnight in a hotel, motel, guest house or 
bed and breakfast establishment, the actual cost of accommodation supported by 
documentary proof, will be borne by the municipality, subject to the following 
maximum amounts per overnight stay: 
 
8.2.1.1 Executive Mayor   R 1500.00 
8.2.1.2 All other Councilors  R 1400.00 
8.2.1.3 All officials    R 1300.00 

 
8.3 In the unforeseen circumstances that the actual accommodation cost exceed the 

above prescribed amounts, the authority to approve the excess amount, is 
delegated to the Accounting Officer. Representative will be personally liable for 
any excesses not approved by the Accounting Officer. 
 

8.4 Arrangements with the  hotel, motel, guest house or bed and breakfast 
establishment with regard to accommodations (bed and breakfast) must be made 
prior to the delegate’s departure and payment will only be made payable directly 
to the specific hotel/guest house based on the invoice or pro forma invoice. 
  

8.5 If a representative is required to stay overnight and prefers to have dinner/lunch at 
the guest house/hotel, the cost can be paid prior to the representatives departure 
subject to the following: 

 
8.5.1 The lunch/dinner cost and soft drinks must be included on the invoice/pro 

forma invoice to be paid directly to the hotel/guest house. 
8.5.2 The actual lunch/dinner cost to a maximum amount of R 220 be paid and the 

delegate will be responsible for the balance should the amount be exceeded. 
 

8.5.3 No other subsistence claims for meals or soft drinks will be considered 
 

8.6 If a representative stays privately on its own, or with a relative or friend, no 
accommodation cost will be paid, but a subsistence allowance of R 200, per 
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overnight stay may be claimed. No further allowances for incidental cost will be 
claimed 
 
 
 
 
 
 

9. Incidental Cost (Subsistence Allowance) 
 

The subsistence allowance may be claimed without the representative having to furnish 
proof of expenses. 

If an Official or Councilor is away from his workplace longer than 6 hours, delegated to 
attend meeting, seminar, workshop, conference or have to work outside the area of Govan 
Mbeki Municipality, the subsistence is payable subject to the conditions as specified 
below: 

9.1 When not staying overnight  
 
The purpose of this allowance if to compensate employees who are not at their 
office or workplace during their normal lunch. 
 
-  Day allowances:    R 90 per day 

 
9.2 When staying overnight for meetings, seminars, workshops, conferences or 

work outside the area of Govan Mbeki Municipality 
 
- Overnight allowance:  R 90 per day 

 
9.3 When staying overnight for courses or training:  

 
- An amount of R 90 per day for weekend –ends is payable to an employee or 

Councilor who are sent for training, if they are accommodated where no meals 
are supplied over week-ends.  

- Should all meals be provided with the accommodation, no daily allowance 
will be payable. 
 

9.4 Applicant invited for interviews  
 
- No daily or overnight allowance 

 
9.5 Officials that are required to pick up or drop items out of town will be paid the 

daily rate plus overtime. 
 

10. Miscellaneous Expenses  
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10.1 the maximum that may be claimed where miscellaneous expenditure is incurred 

for official visit by councilors and officials outside the Govan Mbeki Municipality 
boundaries subject to the submission of documentary proof of expenditure is as 
follows: 
 
10.1.1.1 Parking fees; 
10.1.1.2 Toll fees; 
10.1.1.3 Bus fares/Taxi fares; 

 

11. Travelling Cost 
 
11.1 Officials (excluding section 57) receiving travelling allowance  

 
- If an Official, who receives a travelling allowance and officials on 

packages utilize his/her personal motor vehicle outside the boundaries 
demarcated for the Govan Mbeki Municipality he/she will be reimbursed at 
per kilometer for the distance to and from such destination based on the 
running cost. 
 

- The actual kilometers travelled will be payable using AA -tables at the 
applicable rate based upon the running cost of the vehicle used, with a 
maximum 3000cc vehicle.  
 

11.2 Officials (excluding section 57) not receiving travelling allowance  
 

- If an Official, who do not  receives a travelling allowance  utilize his/her 
personal motor vehicle outside the boundaries demarcated for the Govan 
Mbeki Municipality he/she will be reimbursed at per kilometer for the 
distance to and from such destination based on the AA -tables Running plus 
Fixed Cost Rate per kilometer, as follows: 
 
Fixed cost: an amount per kilometer, as indicated on the AA-tables for the 
vehicles that travel an annual distance of 15 000 km, based on the lowest of 
purchase price of the vehicle used or the employee annual salary plus 
 
The average total leaded running cost per kilometer, based on the engine 
cubic capacity of the vehicle concerned, with a maximum of 3000cc, as 
indicated in the AA-tables.    
 

11.3 Section 57 employees 
 
- Kilometers travelled in excess of 500 km per month will be reimbursed 

according to the tariffs payable for privately owned vehicles as prescribed by 
the department of Transport from time to time. 
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- For the purposes of claiming a logbook/sheet acceptable to the South African 

Revenue Services reflecting the official and private kilometers travelled per 
month bust be kept and submitted monthly to the Chief Financial Officer for 
reimbursement. 

 
 

11.4 Councilors  
  

- Official distance travelled will be reimbursed according to the tariffs payable 
for privately owned vehicles as prescribed by the department of Transport 
from time to time. 

  
- For the purposes of claiming a logbook/sheet acceptable to the South African 

Revenue Services reflecting the official and private kilometers travelled per 
month bust be kept and submitted monthly to the Chief Financial Officer for 
reimbursement.  
 

12. Domestic and International Flights 
 
12.1 The Executive Mayor may travel by means of business class at the best available 

fare. 
 

12.2 Councilors, Municipal Manager, Section 57 Managers and officials as delegated 
may travel by means of economy class at the best available fare. 

 
12.3 In the case of group bookings, scheduled and sponsored tours or travelling with 

delegates from National/Provincial Government or from any other government 
institution or private sector on official approved trips, such councilors and 
officials may travel by means of the same class as the members of the delegations 
which they accompany. 

 
 

13. Car Rental 
 
13.1 Where deed necessary, the hiring of vehicles for travel within the boundaries of 

the Republic of South Africa outside the Govan Mbeki boundaries may be 
authorized as per the delegation of authority.  
 

13.2 Only travelers with a valid South African drivers’ license may hire vehicles from 
the approved vehicles.  
 

13.3 If there are more than four delegates, two vehicles –or a combi, may be hired. 
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13.4  Delegates may use the hired vehicles for private journeys in the vicinity of the 
seminar/workshop.  
 

13.5 All accounts for hired vehicles shall be certified as correct by the delegate hiring 
the vehicles before submitting it to the Chief financial Officer for payment. 
 

13.6 The following category vehicles are approved for car rentals from travelling 
agencies or airports. The categorization table of Avis is used for category 
purposes only. Similar category vehicles will be used if a different category 
classification system is applied by the other rental agencies: 
 

 
Executive Mayor 

 
Category G 
 
Vehicle similar to the Mayoral vehicle 
(Mercedes E200)     

 
Speaker 
Chief Whip 
Mayoral Committee Member 
 

 
 
Category F 
 
Any vehicle from group F 
 

 
All other Councilors  
Municipal Manager 
Section 57 Managers 
 

 
 
Category C 
 
Any vehicle from group C 
 
 

 
 
All other Officials 
 

 
 
Category B 
 
Any vehicles from group B 
 

 
 
For groups of 5 officials or more 
 

 
 
Category N 
 
Any vehicles from group N 
  

 

Page 258 of 328



 

Page 11 of 14 
Initial:  __________ 

  

13.7 All reservations for car rentals are done by the Chief Financial Officer at a car 
rental agency or the relevant travel agency and be arranged prior to departure. 
 

13.8 Car rental must be approved as part of the travel package before the trip is 
embarked on.  A representative who rents a vehicle whilst travelling on the 
business of the municipality without having received prior authorization will only 
be reimbursed for the cost of the vehicle rental if proof of expenditure can be 
produced and the represented by the circumstances. 
 

14. Travelling and Subsistence Allowance for Candidates invited for interviews 
 
The following will be payable for the invited applicants travelling to Govan Mbeki Local 
Municipality for interviews: 
 
14.1 Travelling cost will be paid according to the applicable rates based upon running 

cost to a maximum engine capacity of a 2000cc calculated on the actual 
kilometers travelled. 

14.2 The actual accommodation cost for bed and breakfast to a maximum amount of R 
600 per night for one night only. 
 

14.3 No other meal expenses or drinks will be paid. 
 

14.4 If the applicant travels by air the actual expenditure of an economy class ticket on 
domestic flights only at the best available fare will be paid.  
 

14.5 Miscellaneous expenses such as parking tickets and toll fees will be reimbursed 
according to actual expenditure incurred.   
 

14.6 The reimbursements in paragraph 14.1 to 14.5 will only be paid subject to 
documentary to proof of expenditure and prior approval by the Human Resource 
Section. 
 

14.7 It will be the prerogative of the Human Resource Section to decide when to make 
arrangements on behalf of the invited applicants or to pay according to proof 
expenditure. 
 

14.8 The Director Corporate Services be delegated to decide to approve the 
arrangements and payment of the above expenditure.    
 

15. Overseas Travel 
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15.1 The daily allowance will be calculated per days spent from the day of arrival at 
the destination until the day of return. 
 

15.2 The daily allowance is to cover for all meals, transport cost, official telephone, 
internet calls and other incidental cost which may occur. 
 

15.3 An advance to defray meals and incidental cost: US $ 190 per day 
 

16. Approval  
 
In accordance with the delegated powers, the approval of the attendance of meetings is 
vested in the Executive Mayor, Municipal Manager and Section 57 Managers for 
workshops, seminars, conferences, congresses and similar and special visit which are in 
the interest of the council, provided that the necessary funds are available. 
 
 
16.1 Approval by Executive Mayor for attendance by: 

- Executive Mayor herself 
- Chief Whip 
- Speaker 
- MMC’s 
- All other councilors 
- Municipal Manager 

 
16.2 Approval by the Municipal Manager for the attendance by: 

- All Section 57 Managers 
 

16.3 Approval by the Section 57 Managers for attendance by: 
- All officials in the directorate 
- Only the Director or his/her nominee may authorize any travel to be 

undertaken by officials, provided the expenses to be incurred are on the 
approved budget of the relevant department and funds are available. 
 

16.4 An invitation to attend a workshop, meeting, conference, training or related event 
is not an automatic authorization to attend such a workshop or event.  The 
required authorization must be obtained from the Executive Mayor, Municipal 
Manager or the Director as indicated above.  Relevance and value for money 
should be key considerations. 
 

16.5 Official visit in countries other than South Africa will be subjected to prior 
approval by the Mayoral Committee provided that the expenses to be incurred has 
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been provided for on the budget and that the visit be reported to the next Council 
meeting by the Executive Mayor on the nature of and expenses incurred.  
 

17. General  
 
17.1 No claim will be honoured by Govan Mbeki Municipality if submitted 31 

days after the trip or after incurring the expenditure.   

 
 

Example of a log sheet 
 

LOGSHEETS FOR OFFICE BEARERS IN TERMS OF GOVERNMENT GAZETTE NO. R1227 
DATED 18 DECEMBER 2007, SECTION 6 (a) (ii) AND SECTION 9 (a) (ii) 

 

 
SURNAME AND INITIALS:  EMPLOYEE NUMBER 
 

DEPARTMENT:  DESIGNATION 
 

VEHICLE DETAIL:  MONTH:  
 
(DATES) 

FROM TO  ACTIVITY VENUE KM 
     
     
     
     
     
     
     
     
     
     
     
     

A. Total kilometres travelled this month   

B. Kilometres applicable in terms of Vehicle Allowance Scheme   

C. Kilometres that maybe claimed (A –B)   TOTAL 

 
AMOUNT CLAIMED: 0 KM X rate = R 0000 
 
 
_____________________   ____________________ 
SIGNATURE    DATE 
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To be completed by the authorising person: 
 
 
I, in my capacity as ________________________________________ hereby confirm 
that the above mentioned employee/Councillor was required to travel to the areas and 
for the purpose as indicated in his/her official capacity in the discharge of his/her duties. 
 
 
_____________________              ____________________ 
SIGNATURE     DATE  
 
 
 
 
 
 
 
 
 
 
 

___________________    _________________ 
Mrs E.K. Tshabalala     Date 
Acting Municipal Manager      
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PROVISION FOR DOUBTFUL DEBT AND DEBT WRITE-OFF 

 
1.1. A financial asset is: 

(a) cash; 
(b) a residual interest of another entity; or 
(c) a contractual right to: 
(i) receive cash or another financial asset from another entity; or 
(ii) exchange financial assets or financial liabilities with another entity under 
conditions that are potentially favorable to the entity. 
 

 
 
The Provision for Doubtful Debt and Debt Write-Off Policy is applicable to the Govan 
Mbeki Municipality. 
 
The policy, as amended, will be effective as from 1 July of every year. 
 

 
 

 To ensure that debtors disclosed in the Annual Financial Statements are stated at 
amounts that is deemed to be collectable. 

 To ensure that uncollectable debt is written off within guidelines of existing policies 
and applicable legislation. 

 
 
Debtors for Govan Mbeki Municipality meet the definition of financial instrument 
based on GRAP 104, therefore the policy has been developed in terms of the 
standard and applicable laws and regulations. 
 
AS disclosed in the annual financial statement of the municipality, the debtors have 
been classified as ‘financial instrument at amortised cost’  
 
The effective management of debtors include amongst others, the following 
processes: 

 Implementation / maintenance of the appropriate ICT Systems and business 
processes. 

 Accurate billing. 
 Customer Care and Accounts enquiry Management. 
 Effective and Timeous Credit Control. 
 Impairment of Debtors (Provision for Doubtful Debtors). 
 Write-Off of Uncollectable Debtors. 

 
This policy provides guidelines on the treatment of the Impairment and Write-Off of 
Debtors. 
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Consumer debtors, long term receivables and other debtors are stated at cost less a 
provision for bad debts. The provision is made on an individual basis or, based on 
expected cash flows. 
 
Future cash flows in a group of debtors that are collectively evaluated for impairment 
are estimated on the basis of historical loss experience for assets with credit risk 
characteristics similar to those in the group. 
 
Debtors are impaired and impairment losses are incurred if, and only if, there is 
objective evidence of impairment as a result of one or more events that occurred 
after the initial recognition of the asset (a ‗loss event‘) and that loss event (or events) 
has an impact on the estimated future cash flows from the debtors that can be 
reliably estimated. It may not be possible to identify a single, discrete event that 
caused the impairment, since it may have been the combined effect of several events 
that did so. 
 
 
GRAP 104 has specific principles for calculating impairment of financial assets. For 
assets carried at amortised cost (Loans and trade receivables) the impairment 
calculation involves a comparison between the carrying value and the net present 
value of the expected cash flows discounted by the original effective rate. 

 
Most municipalities incur credit losses (Bad Debts) from time to time. The extent of 
credit losses varies widely depending on the credit standing of customers and the 
municipality’s specific credit control practices. When debtors are impaired by credit 
losses the municipality records the impairment in a separate account (e.g. bad debts 
or debtors written off) rather than directly reducing the carrying amount of the asset, it 
shall disclose a reconciliation of changes in that account during the period for each 
class of debtors. 
 
Municipality deals with credit losses through its requirements on impairment. The 
approach is often referred to as an “incurred loss” model. Under this approach, 
impairments are recognized only on the basis of once or more “loss events” that have 
occurred after initial recognition. Loss events are also referred to as objective 
evidence of impairment. An event is a loss event if there is a correlation between the 
event and deterioration in the expected cash flows (amount and/or timing) from the 
receivables. 
 
At each reporting date, receivables are reviewed for any objective evidence of 
impairment. 
 
Objective evidence of impairment includes-: 

 Information indicating that the debtor is in significant financial difficulty. 
 Breach of contract, e.g. a debtor not paying by the due date. 
 Information indicating that it is probable the debtor will become insolvent or similar  
 Downgrade in credit rating  

 
When evidence of impairment is identified, the amount of impairment is the difference 
between (i) the carrying value of the receivables; and (ii) the present value of the 
expected future cash flows discounted at the original effected interest rate. 
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Standard always requires a collective or portfolio approach to impairment 
assessment-: 

 An initial, individual review is required for items that are individually significant. 
 In the collective assessment, items are grouped on the basis of common credit risk 

characteristics  
 Items are removed from the collective assessment once information becomes 

available that specifically identifies losses on individual items 
 Any individual items that are reviewed and found not to be impaired are then also 

included in the collective assessment. 
 

 
Individual classes of loans and receivable are assessed for impairment using the 
following methodologies: 
 

5.1. Consumer Debtors 
 

Consumer debtors are evaluated at each reporting date and impaired as follows-: 
Category of Debtors Percentage of Debt regarded as 

Collectable 
Percentage of Debt Provided for as 
Irrecoverable (i.e. Impairment 
Percentage) 

Credit Balances Zero Zero 
In-Active Accounts Zero 100% 
Handed-Over Accounts to 
Panel of Debt Collectors, 
Legal Handed-Over & 
Clearance Handed-Over 
(Debt Outside Section 118 
of LG:Systems Act) 

Zero 100% 

Approved Indigents Zero 100% 
Pending Indigents Zero 100% 
Disconnection of Services 
in Excess of More than 7 
times During Preceding 12 
Months 

Zero 100% 

Debt Ageing 150+ Days Average Payment Collection Rate 
Over Preceding 12 Months 

100% Less Average Payment 
Collection Rate Over Preceding 12 
Months 

Debt Ageing Less Than 
150 Days 

100% Zero 

 
5.2. Sundry Debtors 

 
Sundry debtors are those Suspense Control Accounts classified as financial 
instruments with debit balances as at year-end. Sundry debtors are assessed 
individually for impairment to ensure that no objective evidence exists that these 
debtors are irrecoverable. 

 

 
 
Where debts are identified as being irrecoverable (in periods subsequent to debtors 
being impaired), the process of write-off will be treated as follows: 
 

6.1. Amounts equal to or lower than amounts delegated to the Chief Financial Officer by 
Council from time to time-: 

 
The Revenue Manager identifies irrecoverable debtors within the delegated powers 
of the CFO, must prepare a report for the attention of the CFO detailing the nature of 
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the underlying debt, conditions that led to the debt being identified as being 
irrecoverable, details of credit controls and debt collection processes followed to 
recover the debt and confirmation that all available avenues to recover the debt 
have been exhausted and that further actions would be fruitless and not cost 
effective. 

 
The report of the Revenue Manager must be scrutinized by the Deputy Director: 
Revenue Management and his/her recommendation must be documented in the 
report. 

 
The final report containing the recommendations of both the Revenue Manager as 
well as the Deputy Director: Revenue Management must be presented to the Chief 
Financial Officer (CFO) for consideration. 

 
Requests approved by the CFO will be processed against the relevant debtors 
account and reflects as debits against Bad Debt in the General Ledger. 

 
Reconciliation of the Provision for Doubtful debtors Account must be prepared 
annually by the Deputy Director: Revenue Management and retained for audit 
purposes. 

 
6.2. Amounts Exceeding the CFO’s Delegated Authority-: 

 
The process for the consideration of write-offs of debts in respect of amounts in 
excess of Chief Financial Officer delegated authority must be dealt with as follows: 
 
The Revenue Manager identifies irrecoverable debtors in excess of the delegated 
powers of the CFO, must prepare a report for the attention of the CFO detailing the 
nature of the underlying debt, conditions that led to the debt being identified as being 
irrecoverable, details of credit controls and debt collection processes followed to 
recover the debt and confirmation that all available avenues to recover the debt 
have been exhausted and that further actions would be fruitless and not cost 
effective. 
 
The report of the Revenue Manager must be scrutinized by the Deputy Director: 
Revenue Management and his/her recommendation must be documented in the 
report. 
 
The final report containing the recommendations of both the Revenue Manager as 
well as the Deputy Director: Revenue Management must be presented to the Chief 
Financial Officer for consideration. 

 
If approved by the CFO, a formal report must be submitted to the Finance Portfolio 
Committee, Mayoral Committee and Council for consideration. 
 
Approvals granted by council must be processed against the relevant debtors 
account and reflected as debit against Bad Debt in the General Ledger. 
 
Reconciliation of the Provision for Doubtful debtors Account must be prepared 
annually by the Deputy Director: Revenue Management and retained for audit 
purposes. 
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6.3. Application of Prescription Act-: 
 

The provision of Prescription Act will apply to all services debt, excluding 
assessment rates. Applications and/or claims for prescription from debtors will only 
be assessed if no formal credit control or legal actions have been instituted during 
prescription debt period of three (3) years. 
 
The Revenue Manager will assess application in terms of prescribed requirements. 
If in compliance with Prescription Act, approval may be granted to write-off 
prescribed portion of debt. 
 
Approvals granted must be processed against the relevant debtors account and 
reflected as debit against Bad Debt in the General Ledger. 
 
Reconciliation of the Provision for Doubtful debtors Account must be prepared 
annually by the Deputy Director: Revenue Management and retained for audit 
purposes. 

 
6.4. Specific Debt-Write-Off Incentives-: 

 
Deputy Director: Revenue Management to identify and investigate specific 
uncollectable debt categories. Report with full details as to the reasons for 
categorized debt write-off to be submitted to Council for approval. 
 
Approvals granted must be processed against the relevant debtors account and 
reflected as debit against Bad Debt Provision in the General Ledger. 
 
 

 
 
 

 

 

___________________    _________________ 
Mrs E.K. Tshabalala     Date 
Acting Municipal Manager      
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1. DEFINITIONS  

“Council” means a Municipal Council established in Section 18 of the Municipal Structures Act and 
referred to in Section 157 (1) of the Constitution.  

 “Creditor” means a person to whom money is owed to by the Municipality. 

 “Customer” means any person comprising: 

a) Resident of the municipality; 
b) Ratepayer of the municipality 
c) Any civic organization involved in the municipality; and/or 
d) Any visitor or other people who make use of services or facilities provided by the municipality. 

“Primary Bank Account” means a bank account referred to in section 8(1) of the Municipal Finance 
Management Act. 

 “Register” means the official register kept to receipt all unclaimed deposits.  

“Municipality” means the Govan Mbeki Municipality established in terms of section 155 of the 
Constitution.  
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2. INTRODUCTION  
 
Unclaimed monies are a challenge faced by the municipality where monies are deposited into 
the municipal primary bank account or payable which cannot be identified nor are claimed by 
any creditor of the municipality.  Monies are unclaimed for various reasons and commonly 
arise amongst other things from the following: 
 
 Monies deposited into the municipal primary bank account without any reference or 

documentary proof. 
 Amounts/deposits payable to consumers or creditors which were either not claimed or 

banked. 
 Creditors/consumers are unaware of their legal right to the monies. 
 Creditors/consumers direct deposits are untraceable. 
 Deposits paid for utilization of facilities not claimed by customer. 
 

3. OBJECTIVE OF THE POLICY  

The objectives of the policy are to:  

 To provide a framework on how to deal with unknown or unclaimed monies in the 
municipal bank account. 

 To reduce the liability of the municipality. 
 To provide guidelines to identify unknown monies in the municipal bank account.  

 
4. BACKGROUND 

Govan Mbeki Municipality render services and consumers pay their account either on the 
cashiers, electronic transfer or over the counter deposits. 

When services are paid over the counter at the banks, consumers do not document their 
account number (reference) for easily identification and do not document their contact 
details.  Therefore the municipality had difficulty in allocating those deposits to relevant 
consumer accounts. 

Firstly during billing the following transactions are been processed correctly: 

Dr Debtors (Consumer Account) 
 Cr Revenue (Services) 

When consumer pays their accounts the following is been processed in the municipality 
records: 

Dr Bank (Money Received) 
 Cr Debtor (Consumer Account) 
 Cr Unknown Deposits (Can’t be traced) 

Therefore as the result we4 have unknown deposits increasing and requested bank to provide 
information to allocate the amounts.  We still can’t allocate the money and most of the 
money has been in the account for long time. 

As stated in paragraph 6, deposits with certain period of time not claimed or allocated should 
be written off to accumulated surplus because of the following: 
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 GRAP 1 par. 21 states that financial statements shall present fairly the financial position, 
financial performance and cash flow of an entity.  Fair presentation requires the faithful 
representation of the effect of transactions, other events and conditions in accordance 
with the definitions and recognition criteria for assets, liabilities, revenue and 
expenses set out in the framework for the preparation and presentation of financial 
statements. 

 Therefore the definition of liability should be applied to ensure that the policy is 
consistent with the reporting framework for the municipality. 
 

 Liabilities are present obligations of the municipality arising from past events, the 
settlement of which is expected to result in an outflow from the municipality resources 
embodying economic benefits or service potential. 

 In this case municipality will either refund the consumers or allocate the amount 
to consumer account which will result in decrease in debtors (Assets). 

 
 Recognition criteria states that it should be probable that economic benefit will flow out 

of the municipality. 
 As municipality we determined based on past experience and based on good 

practice that deposits over period of five years won’t be queried by the 
consumers or be refunded. 

  

5. LEGISLATIVE FRAMEWORK 

Local Government Municipal Finance Act, Act 56 of 2003, and Standards of Generally 
Recognised Accounting Practice. 

6. IDENTIFICATION OF UNCLAIMED MONIES 
 
 An unclaimed direct deposit is any amount of money legally paid into the municipal 

primary bank account without any reference of documentary proof on how the monies 
should be allocated and that remains unclaimed or unallocated. 
 

 Unclaimed monies are any amount of money legally payable to a creditor and that are 
not claimed or banked within a period of three (3) months. 

 
 An unclaimed deposit is any amount of money legally paid by a customer as security for 

municipal services for the use of facilities which are not claimed within a period of three 
(3) months after they are due. 

 

7. REGISTER OF UNCLAIMED MONEY 
 
 After all process are exhausted to identify the unallocated monies and the period as 

mentioned in paragraph three of five years has expired all unclaimed monies will be 
compiled. (In the vote for suspense accounts) 
 

 The register will be maintained and updated regularly and be kept for a period of five (5) 
years. 
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 After the unclaimed monies are deposited in the register any person can claim the 

monies within a period of five (5) years from date the monies were deposited or become 
unclaimed subject to that documentary proof is provided by the cashier to claim the 
monies. 

 
 Money which is over five (5) years will be written off based on this policy and amount 

written off will form part of reporting to council on annual basis. 

 

8. UNCLAIMED MONEY TO BE PAID AS PUBLIC REVENUE 
 
 Should unclaimed monies not be claimed within a period of five (5) years the monies will 

be written off from the register to accumulated surplus. 
 

 The following process must be followed before any monies are receipted in accumulated 
surplus: 

 
 The register will be advertised in the media in terms of section 21A of the Systems 

Act, Act 32 of 2000 that it will lie open for public inspection. 
 Such register must lie open for a period of four (4) months. 
 The register will be made available for inspection of the main municipal buildings. 
 The prescribed form must be completed with documentary proof should any monies 

be claimed by a customer or creditor. 
 After the four (4) months period a report will be submitted to Council on the 

unclaimed monies to be written off from the register and be transfer to accumulated 
surplus. 
 

9. REVIEW 
  

This policy will be reviewed annually to ensure that it complies with changes in applicable 
legislation, reporting framework and the operating requirements of the municipality. 

10. SHORT TITLE 

This policy shall be called the Unclaimed Deposits Policy of the Govan Mbeki Municipality. 

 

 

___________________    _________________ 
Mrs E.K. Tshabalala     Date 
Acting Municipal Manager      
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1. DEFINITIONS  

“Council” means a Municipal Council established in Section 18 of the Municipal Structures Act and 
referred to in Section 157 (1) of the Constitution.  

 “CIDB” is a national body established by an Act of Parliament (Act 38 of 2000). 

‘Contract” means the written agreement entered into between the Council and the Contractor, as 
recorded in the contract form signed by the parties, including all attachments and appendices thereto 
and all documents incorporated by reference therein.   

“Contractor” the firm or person signs the contract and commissioned to construct the work.  

“Defects” are aspects of the works that are not in accordance with the contract. The usual occur 
because of design deficiencies, material deficiencies, specification problems or workmanship 
deficiencies. 

“Defects Liability Period” the period for which the contractor is required to “guarantee” the   
completed works and to rectify any defects that may be discovered or appear. The defects liability 
period starts when the Municipality is satisfied that the works are complete and takes delivery or 
handed over to the Municipality. 

“Municipality” means the Govan Mbeki Municipality established in terms of Section 155 of the 
Constitution.  

“Register” means the official register kept to receipt all unclaimed deposits.  

“Retention” this is money, usually from 5% to 10% of the value of the work done, that is held back 
by the Municipality to correct defective work. 

“Subcontractor” appointed by the contractor to perform a part of the construction works under a 
subcontractor. 

“Disputes” dispute is defined as an unresolved matter of dissatisfaction or differences.  
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2. INTRODUCTION  
 
The purpose of this policy is to ensure sound, uniformity and proper administration of all 
retention money retained by the Municipality. 
 

3. OBJECTIVE OF THE POLICY  

The objectives of the policy are to:  

1. To provide a framework on how to deal with retention monies withheld by the 
Municipality for capital projects  

2. To reduce the liability of the Municipality.  
 

4. BACKGROUND 

Retention is the a percentage usual from 5% to 10%, of the amount certified as due to the 
Contractor on an interim certificate,  that is deducted from the amount due and retained by 
the Municipality. The purpose of the retention is to ensure that the Contractor properly 
completes the activities required of them under the contract. Retention can also be applied to 
nominated sub-contractors.  

 
5. APPLICABLE LEGISLATION  

1.  The Construction Industry Development Board Act 38 of 2000. This act regulates the 

construction industry as a whole and publishes standards, directives and regulations 

to give effect to this objective.  

2.  General Conditions of Contract for Construction Works  

6. PAYMENT OF RETENTION 
 

1. Once the Municipality has issued a copy of the final completion certificate, he is 

required to pay the retention money due to the contractor.   

2. Half of the amount retained is released on certification of practical completion  

3. And remainder or balance is released at the end of the defects liability period. 

 

7. DEFECTS LIABILITY PERIOD 
 

1. The contractor is responsible for making good items which shows defects during the 

liability period. 

2. Near the end of the defects liability period, the contractor request the Municipality to 

inspect the project and identify defective items which the contractor is responsible for 

making good in terms of the contract. 

3. The amount held as retention by the Municipality will only be paid when the 

contractor has properly completed the list of defects and certified by the Engineer.    
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8. RETENTION REGISTER  
1. The Municipality will keep a retention register  

2. The register will be maintained and updated regularly 

3. The retention money will be kept in a suspense account per project and per 

contractor.  

 

9. UNCLAIMED RETENTION 
  

1. It is the responsibility of the contractor to submit a claim for the retention once the 

defects liability period has lapsed. 

2. Unclaimed retention which is over two (2year after the defect liability period will be 

written off based on this policy and amount written off from the retention register will 

be transferred to the accumulated surplus and will form part of the reporting to 

council on annual basis. 

 

10. DISPUTES AND HOW TO RESOLVE THEM  

The Municipality standard form contracts will cater for a dispute resolution 

mechanism which will state the procedure to be followed when a dispute arises with 

regards to retention.   

11. REVIEW  

This policy will be reviewed annually to ensure that it complies with changes in 

applicable legislation, reporting framework and the operating requirements of the 

Municipality. 

12. RESPONSIBILITY FOR THE UP KEEP OF THE POLICY 

The Chief Financial Officer will be responsible for the administration up keep of the 

policy. 

 

 

___________________    _________________ 
Mrs E.K. Tshabalala     Date 
Acting Municipal Manager      
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1. DEFINITIONS  
“Act” means the Local Government: Municipal Finance Management Act, 2003(Act No.56 of 

2003)  

“consultant” means a professional person, individual partnership, corporation, or a 

company appointed to provide technical and specialist advice or to assist with a design and 

implementation of projects or to assist the municipality to achieve its objectives of local 

government in terms of section 152 of the Constitution.  

  

“cost containment” the measures implemented to curtail spending in terms of this policy.  

“credit card” means a card issued by a financial services provider, which creates a 

revolving account and grants a line of credit to the cardholder.  

  
“municipality” Govan Mbeki Local Municipality  
 
“Accounting Officer” (MFMA) in relation to a municipality, means the municipal official 

referred to in section 60 of the MFMA;   

”Chief Financial Officer” (MFMA) in relation to a municipality, means person designated in 

terms of section 80(2)(a) of the MFMA;  

“Head of Department”(MFMA) in relation to a municipality, means a person appointed in 

terms of section 56 of the Municipal Systems Act;  

“Approved Budget”(MFMA) means an annual budget-  

i. approved by a municipal council; or  

ii. approved by a provincial or the national executive following an 

intervention in terms of   section 139 of the Constitution,and includes such an 

annual budget as revised by an adjustments budget in terms of section 28 of 

the Act.  
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2. INTRODUCTION AND PURPOSE  
 

The Municipal cost containment regulations (2019) gazetted in National Treasury Notice 
number 317 of 2019, provides that each municipality and municipal entity must revise or 
develop and implement a cost containment policy which must-   
  

a) in the case of a municipality, be adopted by the municipal council, and in the 
      case of a municipal entity, by the board of directors as part of its budget 
related 
      policies;   
b) define a municipality or municipal entity’s objectives for the use of 
consultants; 
      and;  
c) be consistent with the Act and the cost containment regulations.  
  

The cost containment policy of a municipality contemplated above must-  
   

a) be in writing;  
b) give effect to these regulations;   
c) be reviewed annually, as may be appropriate;   
d) be communicated on the municipality’s website and   
e) set out-  

i. measures for ensuring implementation of the policy;  
ii. procedures for the annual review of the policy; and 
iii. consequences for non-adherence to the measures contained 
therein.  

 
  
The purpose of the policy is to regulate spending and to implement cost containment 
measures at Govan Mbeki Local Municipality.  
  
3. OBJECTIVES OF THE POLICY  
  
The objectives of this policy are to:  
  
3.1 To ensure that the resources of the municipality are used effectively, efficiently and 
       economically;  
  
3.2 To implement cost containment measures.  
  
4. SCOPE OF THE POLICY  
  
This policy will apply to all:  
  
4.1 Councillors’.   
4.2 Municipal employees.  
  
5. LEGISLATIVE FRAMEWORK  
  
This policy must be read in conjunction with the -  
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 5.1  Municipal Systems Act, 32 of 2000;  
 5.2  The Municipal Finance Management Act, sections 62(1)(a), 78(1)(b),  

95(a) and 105(1)(b) (read in conjunction with the Municipal Finance 
Management  regulations);  

 5.3  Basic Conditions of Employment Act, 2002;  
 5.4  Labour Relations Act, 1995;  
 5.5  Remuneration of Public Office Bearers Act, 1998;  
 5.6  Occupational Health and Safety’s Act, Act 85 of 1993;  
 5.7  SLAGBC Main Collective Agreement;  
 5.8  Disciplinary Procedure Collective Agreement;  

5.9  Municipal Financial Misconduct Regulations, Procedures and Criminal 
Proceedings, 2014;  

5.10 Municipal Cost Containment Regulations, 2019;  
5.11 Disciplinary Regulations for senior managers, 2010;   
5.12 National Treasury Circular 82 and 97 and other related circulars   

  
6. POLICY PRINCIPLES  

  

6.1 This policy will apply to the procurement of the following goods and/or services:  

  

(i) Use of consultants  

(ii) Vehicles used for political office–bearers  

(iii) Travel and subsistence  

(iv) Domestic accommodation  

(v) Credit cards  

(vi) Sponsorships, events and catering  

(vii) Communication  

(viii) Conferences, meetings and study tours  

(ix) Any other related expenditure items  

  

7. USE OF CONSULTANTS  

  

7.1 Consultants may only be appointed after an assessment of the needs and requirements 

      have been conducted to support the requirement of the use of consultants.  

7.2 The assessment referred to in 7.1 must confirm that the municipality does not have 

       requisite skills or resources in its full time employ to perform the function that the 

       consultant will carry out.  

7.3 When consultants are appointed the following should be included in the Service Level 

       Agreements:  
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(i) Consultants should be appointed on a time and cost basis that has specific     

 start and end dates;  

(ii) Consultants should be appointed on an output-specific, specifying deliverables    

 and the associated remuneration;  

(iii) Ensure that cost ceilings are included to specify the contract price as well travel     

 and subsistence disbursements and whether the contract price is inclusive or      

 exclusive of travel and subsistence; and  

(iv) ensure the transfer of skills by consultants to the relevant officials  

(v) All engagements with consultants should be undertaken in accordance with the    

 municipality’s supply chain management policy.  

7.4 Consultancy reduction plans should be developed.  

7.5 All contracts with consultants must include a retention fee or a penalty clause for  

 poor performance.  

7.6 The specifications and performance of the service provider must be used as a  

 monitoring tool for the work that is to be undertaken and performance must be  

 appropriately recorded and monitored.  

  

8. VEHICLES USED FOR POLITICAL OFFICE-BEARERS  

  

8.1 The threshold limit for vehicle purchases relating to official use by political office-bearers  

       must not exceed seven hundred thousand rand (R700 000) or 70% of the total annual 

       remuneration package for the different grades, whichever is lower.  

  

8.2 The procurement of vehicles must be undertaken using the national government 

       transversal mechanism, unless it may be procured at a lower cost through other 

       procurement mechanisms.  

8.3 Before deciding to procure a vehicle, the Accounting Officer must provide the council 

with 

      information relating to the following criteria that must be considered:  

(i) Status of current vehicles  

(ii) Affordability  

(iii) Extent of service delivery backlogs  

(iv) Terrain for effective usage of vehicle  

(v) Any other policy of council  

 

8.4 Regardless of their usage, vehicles for official use by public office bearers may only 
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      be replaced after completion of 120 000 kilometres.  

8.5 Notwithstanding 8.4, a municipality may replace vehicles for official use by public office 

      bearers before the completion of 120 000 kilometres only in instances where the vehicle 

      experiences serious mechanical problems and is in a poor condition, and subject to 

      obtaining a detailed mechanical report by the vehicle manufacturer or approved dealer.  

  

9. TRAVEL & SUBSISTENCE  

  

9.1 An accounting officer:  

 

           May only approve the purchase of economy class tickets for officials where the 

            flying time for a flight is five (5) hours or less; and less; and for flights that exceed 

            five (5) hours of flying time, may purchase business class tickets only for accounting 

            officers, and persons reporting directly to accounting officers.  

9.2 Notwithstanding 9.1, an accounting officer may approve the purchase business 

           class tickets for officials with disabilities.  

9.3 International travel to meetings or events will only be approved if it is considered  

 critical to attend the meeting or event, and only the officials that are directly involved  

 with the subject matter will be allowed to attend the meeting or event.   

9.4 Officials of the municipality must:  

(i) Utilize the municipal fleet, where viable, before incurring costs  to hire vehicles;  

(ii) Make use of a shuttle service if the cost of such a service provider is lower than:  

 the cost of hiring a vehicle;  

 the cost of kilometres claimable by the employee; and  the cost of parking.  

(iii) not hire vehicles from a category higher than Group B; and  

(iv) where a different class of vehicle is required for a particular terrain or to cater for 

           the special needs of an official, seek the written approval of the accounting officer 

           before hiring the vehicle.  

   

9.5 The municipality must use the negotiated rates for flights and accommodation as 

            communicated by National Treasury, from time to time, or any other cheaper flight  

            or accommodation that is available.  

  

10. DOMESTIC ACCOMMODATION  

  

10.1 An accounting officer must ensure that costs incurred for domestic accommodation and  
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        meals are in accordance with the maximum allowable rates for domestic 

accommodation 

        and meals, as communicated by National Treasury, from time to time, and the travel 

and 

        subsistence policy of the municipality.  

  

11. CREDIT CARDS  

  

11.1 An accounting officer must ensure that no credit card or debit card linked to a bank 

        account of the municipality is issued to any official or public office-bearer.  

  

11.2 Where officials or public office bearers incur expenditure in relation to official municipal  

      activities, such officials and public office bearers must use their personal credit cards or 

      cash, and will request reimbursement from the municipality in terms of the travel and 

      subsistence policy and petty cash policy.  

 

12. SPONSORSHIPS, EVENTS & CATERING  

  

12.1 The municipality may not incur catering expenses for meetings that are only attended 

by 

        persons in the employ of the municipality, unless prior written approval is obtained from 

        the accounting officer.  

  

12.2 Catering expenses may not be incurred by the accounting officer for the 

        Following, unless they exceed five (5) hours:  

(i) Hosting of meetings;  

(ii) Conferences;  

(iii) Workshops;  

(iv) Courses;  

(v) Forums;  

(vi) Recruitment interviews; and  

(vii) Council proceedings  

  

12.3 Entertainment allowances may not be incurred by the accounting officer during the 

            Year under review. 

12.4 Expenses may not be incurred on alcoholic beverages.  
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12.5 Social functions, team building exercises, year-end functions, sporting events, budget 

            speech dinners and other functions that have a social element must not be financed 

            from the municipal budget or by any supplier or sponsor such as but not limited to: 

  

 staff year-end functions  

 staff wellness functions  

 attendance of sporting events by municipal officials  

  

12.6 Expenditure may not be incurred on corporate branded items like clothing or goods 

            for personal use of officials, other than uniforms, office supplies and tools of trade, 

            unless the costs thereto are recovered from the affected officials.  

  

12.7 Expenditure may not be incurred to host farewell functions in recognition of officials 

            Who retire after serving the municipality for ten (10) or more years, or retire on 

grounds  

           of ill health, the expenditure should not exceed the limits of the petty cash usage as 

           per the petty cash policy of the municipality.  

  

13. COMMUNICATION  

  

13.1 All municipal related events must, as far as possible, be advertised on the municipal    

        website, instead of advertising in magazines or newspapers.  

  

13.2 Publications such as internal newsletters must be designed internally and be 

        published quarterly in an electronic media format and on the municipal 

         website/intranet.  

13.3 Newspapers and other related publications for the use of officials must be 

        discontinued on the expiry of existing contracts or supply orders.  

  

13.4 The acquisition of mobile communication services must be done by using the 

         transversal term contracts that have been arranged by the National Treasury.  

  

13.5 The accounting officer shall not incur expenses on private telephone costs 

  

13.6 Provision of diaries be limited to secretaries and electronic diaries be kept by 

        directorates.  
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14. CONFERENCES, MEETINGS & STUDY TOURS  

  

14.1 Appropriate benchmark costs must be considered prior to granting approval for and 

        official to attend a conference or event within and outside the borders of South  

  Africa.  

  

14.2 The benchmark costs may not exceed an amount determined by National Treasury.  

  

14.3 When considering applications from officials to conferences or events within and 

outside 

        the borders of South Africa, the accounting officer must take the following into account:  

(i) The official’s role and responsibilities and the anticipated benefits of the conference 

or 

            event; whether the conference or event will address the relevant concerns of the 

            Municipality;  

(ii) The appropriate number of officials to attend the conference or event, not exceeding  

 three officials; and  

(iii) Availability of funds to meet expenses related to the conference or event.  

  

14.4 The amount referred to in 14.2 above excludes costs related to travel,  

 accommodation and related expenses, but includes:  

(i) Conference or event registration expenses; and  

(ii) Any other expense incurred in relation to the conference or event.  

  

14.5 When considering the cost for conferences or events the following items must be 

            excluded, laptops, tablets and other similar tokens that are built into the price of such 

            conferences or events.  

14.6 Attendance of conferences will be limited to one (1) per annum with a maximum of  

two 

           (2) delegates.  

14.7 Meetings and planning sessions that entail the use of municipal funds must, as far  

as  

            practically possible, be held in-house.  

14.8 Municipal offices and facilities must be utilized for conferences, meetings and  

strategic 
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            planning sessions where an appropriate venue exists within the municipal  

jurisdiction.  

14.9 The municipality must take advantage of early registration discounts by granting the  

 required approvals to attend the conference, event or study tour, in advance.  

  

15. OTHER RELATED EXPENDITURE ITEMS  

  

15.1 All commodities, services and products covered by a transversal contract by the 

National  

       Treasury maya be procured through that transversal contract before approaching the 

       market, in order to benefit from savings and lower prices or rates that have already been 

       negotiated.  

   

15.2 Municipal resources may not be used to fund elections, campaign activities, including 

the 

       provision of food, clothing and other inducements as part of, or during the election 

periods.  

  

16. ENFORCEMENT PROCEDURES  

  

16.1 Failure to implement or comply with this policy may result in any official of the 

municipality 

       or political office bearer that has authorized or incurred any expenditure contrary to 

those 

       stipulated herein being held liable for financial misconduct as set out in Chapter 15 of 

the 

       MFMA.  

  

17. DISCLOSURES OF COST CONTAINMENT MEASURES  

  

17.1 Cost containment measures applied by the municipality must be included in the 

        municipal in-year budget report and annual cost savings must be disclosed in the 

annual 

        report.  

17.2 The measures implemented and aggregate amounts saved per quarter, together with 

the  

        regular reports on reprioritization of cost savings, on the implementation of the cost 
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        containment measures must be submitted to the municipal council for review and  

        resolution. The municipal council can refer such reports to an appropriate council  

        committee for further recommendations and actions.   

  

17.3 Such reports must be copied to the National Treasury and relevant provincial treasuries  

         within seven calendar days after the report is submitted to municipal council.  

  

18.  IMPLEMENTATION & REVIEW PROCESS  

  

18.1 This policy will be reviewed at least annually or when required by way of a council  

         resolution, or when an update is issued by National Treasury.  

  

19. CONSEQUENCES FOR NON-ADHERENCE TO THE COST CONTAINMENT  

  MEASURES  

  

19.1 Any person must report an allegation of non-compliance to the cost containment  

        policy to the accounting officer of the municipality.  

  

19.2 The accounting officer must investigate the allegations and if frivolous, speculative or 

        unfounded, terminate the investigations.  

19.3 If the accounting officer determines the allegations are founded, a full investigation 

        must be conducted by the disciplinary board.  

  

19.4 After completion of a full investigation, the disciplinary board must compile a report on 

        the investigations and submit a report to the accounting officer on: 

 Findings and recommendations; and/or 

  

 Whether disciplinary steps should be taken against the alleged transgressor.  

  

19.5 The accounting officer must table the report with recommendations to the municipal 

         council.  

19.6 Subject to the outcome of the council decision the accounting officer must implement 

the recommendations. 
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 SHORT TITLE  

  

20.1 This policy shall be called the Cost Containment Policy of Govan Mbeki Local 

Municipality.  

 

 

 

___________________    _________________ 
Mrs E.K. Tshabalala     Date 
Acting Municipal Manager      
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PROVISION FOR DOUBTFUL DEBT AND DEBT WRITE-OFF 

 
1.1. A financial asset is: 

(a) cash; 
(b) a residual interest of another entity; or 
(c) a contractual right to: 
(i) receive cash or another financial asset from another entity; or 
(ii) exchange financial assets or financial liabilities with another entity under conditions 
that are potentially favorable to the entity. 
 

 
 
The Provision for Doubtful Debt and Debt Write-Off Policy is applicable to the Govan 
Mbeki Municipality. 
 
The policy, as amended, will be effective as from 1 July of every year. 
 

 
 

 To ensure that debtors disclosed in the Annual Financial Statements are stated at 
amounts that is deemed to be collectable. 

 To ensure that uncollectable debt is written off within guidelines of existing policies and 
applicable legislation. 

 
 
Debtors for Govan Mbeki Municipality meet the definition of financial instrument based 
on GRAP 104, therefore the policy has been developed in terms of the standard and 
applicable laws and regulations. 
 
AS disclosed in the annual financial statement of the municipality, the debtors have 
been classified as ‘financial instrument at amortised cost’  
 
The effective management of debtors include amongst others, the following processes: 

 Implementation / maintenance of the appropriate ICT Systems and business 
processes. 

 Accurate billing. 
 Customer Care and Accounts enquiry Management. 
 Effective and Timeous Credit Control. 
 Impairment of Debtors (Provision for Doubtful Debtors). 
 Write-Off of Uncollectable Debtors. 

 
This policy provides guidelines on the treatment of the Impairment and Write-Off of 
Debtors. 

 
 
 
 
 

Page 296 of 328



Initial:  __________ 

 
 
Consumer debtors, long term receivables and other debtors are stated at cost less a 
provision for bad debts. The provision is made on an individual basis or, based on 
expected cash flows. 
 
Future cash flows in a group of debtors that are collectively evaluated for impairment 
are estimated on the basis of historical loss experience for assets with credit risk 
characteristics similar to those in the group. 
 
Debtors are impaired and impairment losses are incurred if, and only if, there is 
objective evidence of impairment as a result of one or more events that occurred after 
the initial recognition of the asset (a ‗loss event‘) and that loss event (or events) has 
an impact on the estimated future cash flows from the debtors that can be reliably 
estimated. It may not be possible to identify a single, discrete event that caused the 
impairment, since it may have been the combined effect of several events that did so. 
 
 
GRAP 104 has specific principles for calculating impairment of financial assets. For 
assets carried at amortised cost (Loans and trade receivables) the impairment 
calculation involves a comparison between the carrying value and the net present 
value of the expected cash flows discounted by the original effective rate. 

 
Most municipalities incur credit losses (Bad Debts) from time to time. The extent of 
credit losses varies widely depending on the credit standing of customers and the 
municipality’s specific credit control practices. When debtors are impaired by credit 
losses the municipality records the impairment in a separate account (e.g. bad debts 
or debtors written off) rather than directly reducing the carrying amount of the asset, it 
shall disclose a reconciliation of changes in that account during the period for each 
class of debtors. 
 
Municipality deals with credit losses through its requirements on impairment. The 
approach is often referred to as an “incurred loss” model. Under this approach, 
impairments are recognized only on the basis of once or more “loss events” that have 
occurred after initial recognition. Loss events are also referred to as objective evidence 
of impairment. An event is a loss event if there is a correlation between the event and 
deterioration in the expected cash flows (amount and/or timing) from the receivables. 
 
At each reporting date, receivables are reviewed for any objective evidence of 
impairment. 
 
Objective evidence of impairment includes-: 

 Information indicating that the debtor is in significant financial difficulty. 
 Breach of contract, e.g. a debtor not paying by the due date. 
 Information indicating that it is probable the debtor will become insolvent or similar  
 Downgrade in credit rating  

 
When evidence of impairment is identified, the amount of impairment is the difference 
between (i) the carrying value of the receivables; and (ii) the present value of the 
expected future cash flows discounted at the original effected interest rate. 
 
Standard always requires a collective or portfolio approach to impairment assessment-
: 

 An initial, individual review is required for items that are individually significant. 
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 In the collective assessment, items are grouped on the basis of common credit risk 
characteristics  

 Items are removed from the collective assessment once information becomes 
available that specifically identifies losses on individual items 

 Any individual items that are reviewed and found not to be impaired are then also 
included in the collective assessment. 
 

 
Individual classes of loans and receivable are assessed for impairment using the 
following methodologies: 
 

5.1. Consumer Debtors 
 

Consumer debtors are evaluated at each reporting date and impaired as follows-: 
Category of Debtors Percentage of Debt regarded as 

Collectable 
Percentage of Debt Provided for as 
Irrecoverable (i.e. Impairment 
Percentage) 

Credit Balances Zero Zero 
In-Active Accounts Zero 100% 
Handed-Over Accounts to 
Panel of Debt Collectors, 
Legal Handed-Over & 
AOD Agreements 

Zero 100% 

Approved Indigents Zero 100% 
Pending Indigents Zero 100% 
Occupier / Tenants 
Accounts 

Zero 100% 

Debt Ageing 150+ Days Average Payment Collection Rate 
Over Preceding 12 Months 

100% Less Average Payment 
Collection Rate Over Preceding 12 
Months 

Debt Ageing Less Than 
150 Days 

100% Zero 

 
5.2. Sundry Debtors 

 
Sundry debtors are those Suspense Control Accounts classified as financial 
instruments with debit balances as at year-end. Sundry debtors are assessed 
individually for impairment to ensure that no objective evidence exists that these 
debtors are irrecoverable. 
 

5.3. Provision for impairment of traffic fines 
 

GRAP 23 requires that revenue is recognized when it is probable that future economic 
benefits or service potential will flow to the entity and these benefits can be measured. 
IGRAP 1 clarifies that an entity should recognize the full amount of revenue at the 
transaction date when there is uncertainty about the entity’s ability to collect such 
revenue based on past history, as the entity has an obligation to collect all revenue 
due to it. Entities should not consider or assess the probability of collecting revenue at 
the transaction date, because this is a subsequent measurement event (although this 
was required under GRAP23 in 2012-2013).  
 
Subsequent to initial recognition and measurement, an entity should assess the 
collectability of the revenue and recognize an impairment loss where appropriate. 
Although IGRAP 1 requires an entity to recognize the full amount of revenue at the 
transaction date, an entity may need to use estimates to determine the amount of 
revenue that it is entitled to collect as early settlement discounts or reductions in the 
amount payable by the debtor are offered in certain circumstances. Where these exist, 
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an entity considers past history in assessing the likelihood of these discounts or 
reductions being taken up by debtors. 
From the above accounting information, all traffic fines issued should be recognised 
as revenue in the current year. The amount at which revenue is recognised will 
however have to be estimated based on discounts and reductions in fines from the 
past. 

 
Traffic fine are evaluated at each reporting date and impaired as follows-: 
 

 Type of Traffic fines  Percentage of Debt 
Provided for as 
Irrecoverable 

EXP Expired after two years Derecognised 100% 
PAY Payment from Court/Office Derecognised 0% 
SOR Struck of the roll Derecognised 100% 
SUM Summons issued Less than 24 months from the date of issue 0% 
WIT Withdrawal Derecognised 100% 
WOA Warrant of arrest Less than 24 months from the date of issue 0% 

NBS Notice before summons Summons is not issued because they still need 
to search for the details of the drive before 
they can issue summons (Illegal Parking) 

 
100% 

 

RED Reduced/Discounted Waived-is the discount resulting from Court 100% less Discounted 
Amount 

  
 

Paragraph 6.1 of the Public Prosecution Act determine that warrants of arrest issued 
in terms of section 56 (5) of the Criminal Procedure Act, 1997 (Act 51 of 1977) in 
respect of minor traffic offences, have a life span of 2 years from the date of issue 
thereof and must be returned to the issuing office if not executed within that period. 
 

 
 
Where debts are identified as being irrecoverable (in periods subsequent to debtors 
being impaired), the process of write-off will be treated as follows: 
 

6.1. Amounts equal to or lower than amounts delegated to the Chief Financial Officer by 
Council from time to time-: 

 
The Revenue Manager identifies irrecoverable debtors within the delegated powers 
of the CFO, must prepare a report for the attention of the CFO detailing the nature of 
the underlying debt, conditions that led to the debt being identified as being 
irrecoverable, details of credit controls and debt collection processes followed to 
recover the debt and confirmation that all available avenues to recover the debt have 
been exhausted and that further actions would be fruitless and not cost effective. 

 
The report of the Revenue Manager must be scrutinized by the Deputy Director: 
Revenue Management and his/her recommendation must be documented in the 
report. 

 
The final report containing the recommendations of both the Revenue Manager as 
well as the Deputy Director: Revenue Management must be presented to the Chief 
Financial Officer (CFO) for consideration. 
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Requests approved by the CFO will be processed against the relevant debtors 
account and reflects as debits against Bad Debt in the General Ledger. 

 
Reconciliation of the Provision for Doubtful debtors Account must be prepared 
annually by the Deputy Director: Revenue Management and retained for audit 
purposes. 

 
6.2. Amounts Exceeding the CFO’s Delegated Authority-: 

 
The process for the consideration of write-offs of debts in respect of amounts in 
excess of Chief Financial Officer delegated authority must be dealt with as follows: 
 
The Revenue Manager identifies irrecoverable debtors in excess of the delegated 
powers of the CFO, must prepare a report for the attention of the CFO detailing the 
nature of the underlying debt, conditions that led to the debt being identified as being 
irrecoverable, details of credit controls and debt collection processes followed to 
recover the debt and confirmation that all available avenues to recover the debt have 
been exhausted and that further actions would be fruitless and not cost effective. 
 
The report of the Revenue Manager must be scrutinized by the Deputy Director: 
Revenue Management and his/her recommendation must be documented in the 
report. 
 
The final report containing the recommendations of both the Revenue Manager as 
well as the Deputy Director: Revenue Management must be presented to the Chief 
Financial Officer for consideration. 

 
If approved by the CFO, a formal report must be submitted to the Finance Portfolio 
Committee, Mayoral Committee and Council for consideration. 
 
Approvals granted by council must be processed against the relevant debtors account 
and reflected as debit against Bad Debt in the General Ledger. 
 
Reconciliation of the Provision for Doubtful debtors Account must be prepared 
annually by the Deputy Director: Revenue Management and retained for audit 
purposes. 

 
 

6.3. Application of Prescription Act-: 
 

The provision of Prescription Act will apply to all services debt, excluding assessment 
rates. Applications and/or claims for prescription from debtors will only be assessed if 
no formal credit control or legal actions have been instituted during prescription debt 
period of three (3) years. 
 
The Revenue Manager will assess application in terms of prescribed requirements. If 
in compliance with Prescription Act, approval may be granted to write-off prescribed 
portion of debt. 
 
Approvals granted must be processed against the relevant debtors account and 
reflected as debit against Bad Debt in the General Ledger. 
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Reconciliation of the Provision for Doubtful debtors Account must be prepared 
annually by the Deputy Director: Revenue Management and retained for audit 
purposes. 

 
6.4. Specific Debt-Write-Off Incentives-: 

 
Deputy Director: Revenue Management to identify and investigate specific 
uncollectable debt categories. Report with full details as to the reasons for categorized 
debt write-off to be submitted to Council for approval. 
 
Approvals granted must be processed against the relevant debtors account and 
reflected as debit against Bad Debt Provision in the General Ledger. 
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1. That, in terms of Section 2, 7, 8 and 14 of the Local Government: Municipal Property Rates 
Act 6 of 2004 (“the Act”), read with Section 4(1)(c)(ii) and 11(3)(i) and 75 A of the Local 
Government: Municipal Systems Act 32 of 2000, the following rates in Rand BE LEVIED for 
the financial year 1st July 2022 to 30th June 2023,  on the market value of property or on the 
market value of a right in property within the area of jurisdiction of the Govan Mbeki 
Municipality as appearing in the valuation roll, in respect of the various categories of properties 
set out below: 
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Rates Category Additional Description: 
Financial System 

Land Use Reduction & Rebates Tariff 
2021/22 

Tariff 
2022/23 

BUSINESS AGB-Farms Business & 
Commercial 

Business & 
Commercial – non-
agricultural farms 
used for business 
purposes 

 
 None 

 
0.025117 

 
0.026323 

BUSINESS SCP-Private Schools or 
Institutions 

 
Institutional  

 
None 

 
0.025117 

 
0.026323 

BUSINESS INS-Institutions Institutional  0.025117 0.026323 

Agricultural/Farming properties not used for bona fide farming purposes shall be rated according to the actual use thereof; 
BUSINESS BUS-Business & 

Commercial 
BUS-Business & 
Commercial 
IND-Industrial 

Business & 
Commercial – 
(Trading)  
Business 
 
Industrial 

 
 
None 
 

 
 

0.025117 

 
 

0.026323 

INDUSTRIAL 
 
 

IND-Industrial Industrial None  
0.025117 

 
0.026323 

Properties in this Categories includes-: 
I. Properties zoned for business, commercial and industrial purposes; 

Properties zoned general, special or undetermined which is used for business, commercial or industrial purposes; 
AGRICULTURAL FAR-Farms Agricultural  

Agriculture  
AGRICULTURAL 
REBATES MPRA 
(Agricultural Purpose) 
Rebate 55% 

 
0.002168 

 
0.002272 

Properties in this category is limited to properties zoned for agricultural/farming and used predominantly for bona fide farming purposes 
with the property owner deriving his/her principal source of income from the produce of land /stock farming on  such property. This category 
excludes properties used for purposes of eco-tourism and/or game farming, equestrian estate and non-edible farming. 
MULTIPLE 
PURPOSE 

RSF - Recreational & 
sporting Facilities 

 
Recreational 

 
None 

 
0.025117 

 
0.026323 

I. Properties used for game farming and/or eco-tourism; 
II. Properties zoned private used for recreational or sporting facilities; 
PUBLIC SERVICE 
PURPOSES 

GOS-State Owned 
Schools 

 
Institutional 

 
None 

 
0.025117 

 
0.026323 

I. Properties owned by the State is rateable and will be categorised according to the zoning of the property; 
II. If property owned by the State is zoned for the provision of residential accommodation, the rates must, after presentation of a 

Certificate of Occupancy, be levied in terms of the residential tariffs; and 
III. Only use classified as State as defined in this policy, will be rated in accordance with the tariff determined for State owned 

properties. 
PUBLIC SERVICE 
PURPOSES 

 
GOV-State Owned 

 
Institutional 

 
None 

 
0.025117 

 
0.026323 

I. Properties owned by the State is rateable  and will be categorised according to the zoning of the property; 
II. If property owned by the State is zoned for the provision of residential accommodation, the rates must, after presentation of a 

Certificate of Occupancy, be levied in terms of the residential tariffs; and 
III. Only use classified as State as defined in this policy, will be rated in accordance with the tariff determined for State owned 

properties. 
MULTIPLE 
PURPOSE 

ResCon – Residential 
Consent Use 

 
Multi-Purpose 

 
None 

 
0.013008 

 
0.013632 
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A consent use is an extended right to use land or to erect and use a building on the land granted in terms of an applicable Town 
Planning Scheme; provided that-: 

I. Any property zoned for residential purposes in respect of which a consent use has been granted for any business, commercial 
and/or industrial purpose shall be rated as residential with consent use; 

II. If a consent use is granted, the category of the property concerned will be updated in the valuation roll or supplementary valuation 
roll, as the case may be, to reflect residential with consent use; 

III. If a consent use lapse, falls away by the efflux ion of time, is withdrawn or ceases to be applicable for any other reasons, the owner 
of the property concerned may apply to the Council for the re-instatement of the residential rate. If approved, the residential rate 
shall be re-instated as from the date that Council is satisfied that the property is being used for residential purposes only in terms 
of the zoning thereof; 

IV. Where a residential property with a market value less than that specified in the threshold (60 000) is partially used for non-
residential purposes, such property will remain in the category of residential; and Consent use granted on any property other than 
referred to in (i) above will result in that property being rated at the tariff applicable to the purpose of the consent within the range 
of property categories set out in the Property Rates Policy. 

MINING MIN-Mining & Quarries Mining None 0.025117 0.026323 

Properties used for mining purposes or purposes incidental to mining operations must be rated as if zoned business and/or commercial. 

MUNICIPAL MUN-Municipal  
Institutional 

STANDARD REDUCTION 
AND REBATES MPRA 
(Municipal): Rebate 100% 

 
0.008673 

 
0.009089 

All properties owned or vested in the Council are not rateable. 

MULTIPLE 
PURPOSE 

MUPR-Multiple Purpose 
Residential 

 
Multipurpose 

 
None 

 
0.012496 

 
0.013095 

Where a property’s zoning allows more than one permitted use and where the use of the property is used dominantly (Fifty plus one percent) 
for residential purposes the entire property will be rated in accordance with the residential tariff. Only if the property owner submits a 
declaration duly certified by a registered town planner as to the purpose the property is being used for, so that it can be rated accordingly. 
However the residential rebate will not apply. 
MULTIPLE 
PURPOSE 

MUPR-Multiple Purpose 
Business 

 
Multipurpose 

 
None 

 
0.013008 

 
0.013632 

Where a property’s zoning allows for more than one permitted use and where the use of the property is used dominantly (Fifty plus one 
percent) for business and commercial purposes the entire property will be rated in accordance with the business rate. 
PUBLIC BENEFIT 
ORGANISATIONS 

PBO-Public Benefit 
Organisations 

 
Institutional 

  
0.002168 

 
0.002272 

Properties in this category shall be rated according to the prevailing nationally promulgated rates ratio based on usage of property subject 
to-: 

I. The Public benefit organisation providing the Council with 3 years audited financial statements and can prove to the Council that it 
is not in the financial position to pay the full rates; 

II. A Public benefit organisation is required  
III. Any property not falling within the ambit of bullet number (I) shall be deemed to be business and commercial for the purpose of 

levying a rate. 

PUBLIC SERVICE 
PURPOSES 

POS-Public Open Space  
Open Space 

STANDARD REDUCTION 
AND REBATES MPRA 
(Municipal): Rebate 100% 

 
0.002168 

 
0.009089 

CONSERVATION / 
NATURE 
RESERVE 

 
PRO-Protected Areas 

 
Conservation 

STANDARD REDUCTION 
AND REBATES MPRA 
(Protected Areas): Rebate 
100% 

 
0.008673 

 
0.009089 

PUBLIC SERVICE 
PURPOSES 

 
PRR-Streets/Roads 

 
Streets 

  
0.008673 

 
0.009089 

PUBLIC SERVICE 
INFRASTRUCTUR
E 

PSI-Public Service 
Infrastructure 

 
Utilities 

STANDARD REDUCTION 
AND REBATES MPRA 
(Infrastructure) 

 
0.002168 

 
0.002272 

Property falling within this category shall be rated at the prevailing ratio as promulgated by MPRA Regulations. 
PRIVATE TOWNS  

PVT-Private Town 
 
Open Space 

 
Rates Policy Rebate 75% 

 
0.008673 

 
0.009089 

RESIDENTIAL RES-Residential 
RES-Residential 
INF-Informal Residential 

Residential 
Residential 
Residential 

STANDARD REDUCTION 
AND REBATES MPRA 
(Residential): Reduction  
R 15, 000. 
Rates Policy Rebate 
R45,000 

 
0.008673 

 
0.009089 
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Residential Property shall include-: 
I. Properties zoned and used for residential purposes but excluding any business or commercial zoned properties with a residential 

component or residential with consent use; 
The Council will not levy a rate on the first value up to R60 000 of the market value as per the Valuation Roll of Residential Properties, as 
follows-: 

 On the first R15 000 on the basis set out in Section 17(1)(h)of the Municipal Property Rates Act (Act No.6 of 2005); and 
 On the balance of the market value up to R45 000 in respect of residential properties, provided that Council may from time 

to time during its annual budget process contemplated in Section 12(2) of the Municipal Property Rates Act determine, as 
threshold, the amount to be deducted from the market value of residential properties as a result of which rates will only 
be determined on the balance of the market value of such properties after deduction of the threshold amount. 

Where a property is zoned institutional but the actual usage is residential the owner of such property shall be required to apply to the Council 
in writing for the levying of property rates at a tariff lower than that applied to the business, commercial and industrial category. The Council 
has the right to call for documentary evidence and/or conduct a physical inspection of the residential, the scale of residential property value 
reductions and rebates will be applicable to such properties. 
RESIDENTIAL UDT-Unregistered Undetermined   

0.008673 
 

0.009089 
PLACE OF 
WORSHIP 

 
WOR-Places of Worship 

 
Institutional  

STANDARD REDUCTION 
AND REBATES MPRA 
(Places of Worship): 
Rebate 100% 

 
0.008673 

 
0.009089 

Properties in this category refers to property registered in the name of and used primarily as a place of public worship by a religious 
community, including an official residence registered in the name of that community which is occupied by an office-bearer of that community 
who officiates at services at that place of worship. 
MULTIPLE 
PURPOSE 

AER-Accommodation 
Establishment 

Residential None  
0.013008 

 
0.013632 

A dwelling house which is used for the purpose of letting individual and family rooms for residential accommodation, with or without meals, 
and which exceeds the restrictions of a bona fide residential dwelling. 
VACANT LAND 
 

    
0.008673 

 
0.009089 

 
2. That, the rates levied in terms of paragraph 1 above SHALL BECOME DUE and PAYABLE in 

twelve equal instalments on fixed days for twelve consecutive months, these being the due date 
stipulated in the account sent to the ratepayer. 

3. That, interest at prime WILL BE CHARGED per month or part thereof on all arrear assessment 
rates. 

4. That, in terms of Section 15(1)(b) of the Local Government: Municipal Property Rates Act, No 
6 of 2004, read with Council’s Property Rates Policy, the following reduction in market value 
and rebates BE GRANTED on the rate levied for the Financial Year 2022/2023 to any owner 
of rateable property in the following circumstances: 

 In terms of Section 17(h) of the Local Government: Municipal Property Rates Act, No 6 of 
2004, the impermissible value of the market value of a property assigned to the residential 
category in the valuation roll or supplementary valuation roll, be determined as R 15, 
000. In addition to this rebate, a further R 45, 000.00 reduction on the market value of 
a property will be granted in terms of the Councils own Property Rates Policy. 

 Indigent Households – Owner of residential property, registered in terms of Council’s 
approved Indigent Policy, be subsidized in accordance with the Indigent policy and will 
not form part of a rebate in terms of the MPRA. 

 Child-headed households – That a child-headed household registered in terms of 
Council’s approved Indigent Policy, be subsidized in accordance with the Indigent policy 
and will not form part of a rebate in terms of the MPRA. 

 Aged/Pensioners reduction, Disability grantees and Medically Boarded persons – 
that in addition to the reduction in terms of Section 17(h) of the Local Government: 
Municipal Property Rates Act, No 6 of 2004, subject to the requirements as set out in the 
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Council’s Property Rates Policy, an additional rebate be granted in respect of sliding scale 
based on average monthly disposable earnings: 
 The applicant must: 
a) Be the registered owner of the property or registered as “Life right use” tenant in the 

Deeds office; 
b) Produce a valid identity document; 
c) Must at least be 60 years of age upon application, provided that where couples are 

married in community of property and the property is registered in both their names, 
the age of the eldest will be the qualifying factor, or approved disability grantee, or 
approved medically boarded person; 

d) Not be in receipt of Indigent subsidy as per Council’s indigent register; 
e) Must reside permanently on the property concerned which consists of one dwelling 

only and no part thereof is sub-let; 
f) Confirm the aforementioned details by means of a sworn affidavit and/or latest 

income tax assessment; 
g) On approval,  the following rebates will be applicable: 

 
Average Monthly Earnings in Respect of Preceding 12 Months Rebate 

R 0.00 to R 2, 500.00 100% rebate on Property Rates 

R 2, 500.00 to R 3, 500.00 80% rebate on Property Rates 

R 3, 500.00 to R 4, 500.00 60% rebate on Property Rates 

R 4, 500.00 to R 5, 500.00 40% rebate on Property Rates 

R 5, 500.00 to R 7, 500.00 20% rebate on Property Rates 

h) That the minimum “average monthly disposable earnings” be adjusted annually and 
effective in accordance with National Government Budget announcement in respect 
of state pensioners. 

 Municipal – That non-trading service be exempted from paying of property rates. 
 Sporting Bodies – used for the purpose of amateur sport and any social activities which 

are connected to sports: 90% rebate in respect of the amount levied as rates on the 
relevant property but subject to existing agreement between club and Council not 
determining a different position. 

 Welfare organisations registered in terms of the National Welfare Act, 1978 (Act No 100 
of 1978), 100% rebate in respect of the amount levied as rates on the property. 

 Public Benefit Organisations/Non-Governmental Organisations (NGO’s) and Cultural 
Organisations approved in terms of Section 30 of the Income Tax Act (Act No 58 of 1962), 
read with Items 1, 2 and 3 of the Ninth Schedule to that Act, 100% rebate in respect of 
the amount levied as rates on the property. 

 Protected areas/Nature reserves/Conservation areas – that protected areas/nature 
reserves/conservation areas be exempted from paying of property rates. 
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 Private Schools, Universities, Colleges and Crèches:  
1. Private (independent) primary and secondary schools (regardless of whether 

subsidized or not), registered as educational institutions, a rebate of between 70% 
and 100% in respect of the amount levied as rates on the relevant property, subject 
to prior application and submission of prior years’ audited financial statements. 
Rebate will be adjusted negatively in accordance with percentage ratio between net 
profit and gross income in the following categories 

 
Net Profit after Tax Percentage Net Rebate Percentage 
0.00%                      to                      10.00% 100% 
10.01%                    to                      20.00% 90% 
20.01%                    to                      30.00% 80% 
30.01%                    to                      40.00% 70% 

2. Private (Independent) Universities and Colleges, registered as educational 
institutions not subsidized by State, 20% rebate in respect of the amount levied as 
rates on the relevant property. 

3. Crèches, registered as educational institutions, 100% rebate in respect of the 
amount levied as rates on the property. 

 Agricultural Rebate (Property used for Agricultural Purpose) 
Up to 55% rebate may be granted to qualifying agricultural properties based on the extent 
of services supplied to such properties in general, and the contribution of agriculture to 
the local economy, in terms of Subsection 3(4) of the Local Government: Municipal 
Property Rates Act (Act No 6 of 2004) 
The percentage is based on the following criteria: 
No Municipal Roads next to the property   7.5% 
No Municipal Sewerage to the property   7.5% 
No Municipal Electricity to the property   7.5% 
No Refuse removal provided by the Municipality  7.5% 
No Water is supplied by the Municipality   20.0% 
The contribution of agriculture to the local economy 5.0% 

 Privately owned towns fully developed by the owner 
The Municipality grants an additional rebate, which applies to privately owned towns 
serviced by the owner. The 75% rebate will be granted on residentially and non-
residentially zoned properties that are not serviced by the Municipality but subject to the 
following conditions: 

i. That no engineering certificate has been issued on the property with a view to a 
sale/transfer taking place. 

ii. Title Deed must not have been transferred to the owner. 
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TARIFFS CHARGED PER CATEGORY 
DETERMINATION OF ELECTRICITY SUPPLY TARIFF FOR THE PERIOD 1 JULY 2022 TO 30 JUNE 2023**** 

(ALL TARIFFS EXLUDE VAT) 

1. Domestic Conventional & 
Pre-Paid Electricity 
Supply 

Structured 

Blocks 

Energy Charge 

C/kwh 

Tariffs 

2021/2022 

% 

Increase 

Tariffs 

2022/2023 

This tariffs is based on the Inclining 
Block Principle, that is, the more 
units consumed, the higher the rate 
becomes. 

Block 1 0 to <= 50 kwh 125.84 7.18 134.88 

Block 2 >51 to <= 350 kwh 161.80 7.18 173.42 

Block 3 >351 to <=600kwh 219.52 7.18 235.28 

Block 4 >600 kwh 263.47 7.18 282.39 

Retail/Customer-related 
/Availability Charge 

R/POD (Point of 
Delivery) 

126.59 7.18 135.68 

Distribution Network 
Capacity Charge 

R/POD 80.63 7.18 86.42 

2. Domestic Indigents Pre-
Paid Electricity Supply 

Structured 

Blocks 

Energy Charge 

C/kwh 

Tariffs 

2021/2022 

% 

Increase 

Tariffs 

2022/2023 

This tariffs is based on the Inclining 
Block Principle, that is, the more 
units consumed, the higher the rate 
becomes. 

Block 1 0 to <= 50 kwh (Free 
Token) 

117.66 7.18 126.11 

Block 2 >51 to <= 200 kwh 143.21 7.18 153.49 

Block 3 >201 <= 350 kwh 160.88 7.18 172.43 

Block 4 >351 to 600 kwh 219.52 7.18 235.28 

Block 5 >600 kwh 263.47 7.18 282.39 

3. Institution Conventional 
& Pre-Paid Electricity 
Supply 

Energy Charge 

C/kwh 

Seasonal Demand 
Charge 

Tariffs 

2021/2022 

% 

Increase 

Tariffs 

2022/2023 

Single Phase Use-: 

Tariffs are seasonally 
differentiated between the high 
demand season & low demand 
season. 

(Places of Worship, NGO’s, 
Welfare Organizations & Sports 
Clubs) must meet the criteria as 
per the rates policy to qualify for 
this tariff structure 

 

Energy Rate c/kwh Low Demand Season 209.85 7.18 224.92 

Energy Rate c/kwh High Demand Season 272.10 7.18 291.64 

Fixed Charge R/Month 245.97 7.18 263.63 

Retail/Customer-related 
/Availability Charge 

R/POD 126.59 7.18 135.68 

Distribution Network 
Capacity Charge 

R/POD 80.63 7.18 86.42 

 

Reactive Energy Charge 
(c/kVArh) 

Energy Rate c/kVArh 

High Demand Season (June, 
July & August) 

 

21.13 

 

7.18 

 

22.65 
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4. Commercial 
Conventional & Pre-Paid 
Electricity Supply 

Energy Charge 

C/kwh 

Seasonal Demand 
Charge 

Tariffs 

2021/2022 

% 

Increase 

Tariffs 

2022/2023 

Single Phase Use-: 

Tariffs are seasonally 
differentiated between the high 
demand season & low demand 
season. 

Energy Rate c/kwh Low Demand Season 209.85 7.18 224.92 

Energy Rate c/kwh High Demand Season 272.10 7.18 291.64 

Fixed Charge R/Month 897.77 7.18 962.23 

Retail/Customer-related 
/Availability Charge 

R/POD 126.59 7.18 135.68 

Distribution Network 
Capacity Charge 

R/POD 80.63 7.18 86.42 

 

Reactive Energy Charge 
(c/kVArh) 

Energy Rate c/kVArh 

High Demand Season (June, 
July & August) 

 

21.13 

 

7.18 

 

22.65 

5. Commercial 
Conventional & Pre-Paid 
Electricity Supply 

Energy Charge 

C/kwh 

Seasonal Demand 
Charge 

Tariffs 

2021/2022 

% 

Increase 

Tariffs 

2022/2023 

2 Phase & 3 Phase use-: 

Tariffs are seasonally 
differentiated between the 
high demand season & low 
demand season. 

Energy Rate c/kwh Low Demand Season 205.93 7.18 220.72 

Energy Rate c/kwh High Demand Season 272.10 7.18 291.64 

Fixed Charge R/Month 1, 387.93 7.18 1, 487.58 

Retail/Customer-related 
/Availability Charge 

R/POD 126.59 7.18 135.68 

Distribution Network 
Capacity Charge 

R/POD 80.63 7.18 86.42 

 

Reactive Energy Charge 
(c/kVArh) 

Energy Rate c/kVArh 

High Demand Season (June, 
July & August) 

 

21.13 

 

7.18 

 

22.65 

6. Industrial & Commercial 
Conventional Electricity 
Supply 

Energy Charge 

C/kwh 

Seasonal Demand 
Charge 

Tariffs 

2021/2022 

% 

Increase 

Tariffs 

2022/2023 

Industrial & Commercial High 
Voltage Use-: 

Tariffs are seasonally 
differentiated between the 
high demand season & low 
demand season. 

 

 

TIME OF USE STRUCTURED 

Energy Rate c/kwh Low Demand Season (September to May) 

 Peak 119.83 7.18 128.43 

Standard 116.56 7.18 124.93 

Off Peak 89.88 7.18 96.33 

Energy Rate c/kwh High Demand Season (June, July & August) 

 Peak 162.25 7.18 173.90 

Standard 157.97 7.18 169.31 

Off Peak 101.87 7.18 109.18 

Maximum Demand R/kva Low Demand Season 222.85 7.18 238.85 
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Maximum Demand R/kva High Demand Season 237.72 7.18 254.79 

Fixed Charge R/Month 2, 191.24 7.18 2, 348.57 

Retail/Customer-related 
/Availability Charge 

R/POD 126.59 7.18 135.68 

Distribution Network 
Capacity Charge 

R/POD 80.63 7.18 86.42 

 

Reactive Energy Charge 
(c/kVArh) 

Energy Rate c/kVArh 

High Demand Season (June, 
July & August) 

 

21.13 

 

7.18 

 

22.65 

7. Industrial & Commercial 
Conventional Electricity 
Supply 

Energy Charge 

C/kwh 

Seasonal Demand 
Charge 

Tariffs 

2021/2022 

% 

Increase 

Tariffs 

2022/2023 

Industrial & Commercial Low 
Voltage Use-: 

Tariffs are seasonally 
differentiated between the 
high demand season & low 
demand season. 

 

 

TIME OF USE STRUCTURED 

Energy Rate c/kwh Low Demand Season (September to May) 

  Peak 130.08 7.18 13942 

Standard 127.07 7.18 136.19 

Off Peak 120.11 7.18 128.73 

Energy Rate c/kwh High Demand Season (June, July & August) 

  Peak 187.47 7.18 200.93 

Standard 171.83 7.18 184.17 

Off Peak 115.54 7.18 123.84 

Maximum Demand 
R/kva 

Low Demand Season 247.32 7.18 265.08 

Maximum Demand 
R/kva 

High Demand Season 263.79 7.18 282.73 

Fixed Charge R/Month 2, 191.84 7.18 2, 349.21 

Retail/Customer-related 
/Availability Charge 

R/POD 126.59 7.18 135.68 

Distribution Network 
Capacity Charge 

R/POD 80.63 7.18 86.42 

 Reactive Energy Charge 
(c/kVArh) 

Energy Rate c/kVArh 

High Demand Season (June, 
July & August) 

 

21.13 

 

7.18 

 

22.65 

8. Municipal Conventional 
Electricity Supply 

Energy Charge 

C/kwh 

Seasonal Demand 
Charge 

Tariffs 

2021/2022 

% 

Increase 

Tariffs 

2022/2023 

Municipal Own Use-:   218.32 7.18 234.00 

9. Domestic Bulk Supply – : Energy Charge 

C/kwh 

Seasonal Demand 
Charge 

Tariffs 

2021/2022 

% 

Increase 

Tariffs 

2021/2022 
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Accommodation Establishments – 
(Block of Flats, Body Corporates 
Administered Properties…etc.) 

Tariffs are seasonally differentiated 
between the high demand season & 

low demand season. 

 

 

TIME OF USE STRUCTURED 

Energy Rate c/kwh Low Demand Season (September to May) 

 Peak 82.59 7.18 88.52 

Standard 80.16 7.18 85.92 

Off Peak 79.75 7.18 85.48 

Energy Rate c/kwh High Demand Season (June, July & August) 

 Peak 113.27 7.18 121.40 

Standard 108.81 7.18 116.62 

Off Peak 100.85 7.18 108.09 

Maximum Demand 
R/kva 

Low Demand Season 67.68 7.18 72.54 

Maximum Demand 
R/kva 

High Demand Season 67.68 7.18 72.54 

Fixed Charge R/Month 569.25 7.18 610.12 

Retail/Customer-related 
/Availability Charge 

R/POD 126.59 7.18 135.68 

Distribution Network 
Capacity Charge 

R/POD 80.63 7.18 86.42 

 

Reactive Energy Charge 
(c/kVArh) 

Energy Rate c/kVArh 

High Demand Season (June, 
July & August) 

 

21.13 

 

7.18 

 

22.65 

For Reimbursing Consumer who are Feeding Back to the Grid – Based on the Assessment by Electricity 
Department 

Draft SSEG Tariffs developed by Govan Mbeki Municipality 

Residential ≤13.8 kVA    Single / Three Phase Users >13.8 and ≤100 kVA 

Import tariff     Import tariff    

Fixed charge 170.24 R/month  Fixed charge      1109 R/month 

Variable charge 132.92 c/kWh  Monthly demand charge 0 R/kVA 

Export tariff     
Variable charge 
(summer/winter) 132.92 / 170.8 c/kWh 

Export tariff 50.00 c/kWh  Export tariff    

    Export tariff 50.00 c/kWh 
 

Low Voltage >100 kVA and ≤1MVA  High Voltage >1MVA   

Import tariff     Import tariff    

Fixed charge      1971 R/month  Fixed charge      1971 R/month 

Monthly demand charge 203.17 R/kVA  Monthly demand charge 183 R/kVA 
Peak 
(summer/winter) 106.87 / 154.02 c/kWh  Peak (summer/winter) 98.45 / 133.3 c/kWh 
Standard 
(summer/winter) 104.4 / 141.17 c/kWh  Standard (summer/winter) 95.76 / 129.79 c/kWh 
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Off-peak 
(summer/winter) 98.68 / 83.69 c/kWh  Off-peak (summer/winter) 73.85 / 83.69 c/kWh 

Export tariff     Export tariff    

Variable charge 50 c/kWh  Variable charge 50.00 c/kWh 
 

NOTE: 
For the purpose of Time of Use Tariffs the defined daily time of use period throughout the year are as 
per-:  

ESKOM Mega flax Time of Use…  
 

 seasonally and time-of-use differentiated c/kWh active energy charges including losses, based on the voltage of 

supply and the transmission zone;

 three time-of-use periods namely peak, standard and off-peak;

 a R/kVA/month Transmission network charge based on the voltage of the supply, the transmission zone and the 

annual utilised capacity measured at the POD applicable during all time periods;

 a R/kVA/month Distribution network capacity charge based on the voltage of the supply and the annual utilised 

capacity measured at the POD applicable during all time periods;

 a R/kVA/month Distribution network demand charge based on the voltage of the supply and the chargeable demand 

measured at the POD applicable during peak and standard periods;

 a R/kVA urban low voltage subsidy charge based on the voltage of the supply and charged on the annual 

utilised capacity measured at the POD applicable during all time periods

 a c/kWh ancillary service charge based on the voltage of the supply applicable during all time periods;

 a R/account/day service charge based on the monthly utilised capacity of each account;

 a R/POD/day administration charge based on the monthly utilised capacity of each POD linked to an account;

 a c/kVArh reactive energy charge supplied in excess of 30% (0,96 power factor or less) of the kWh recorded during 

the peak and standard periods. The excess reactive energy is determined per 30-minute integrating period and 

accumulated for the month and will only be applicable during the high-demand season;

 a c/kWh electrification and rural network subsidy charge, applied to the total active energy measured at the   POD

in the month; 

 a c/kWh affordability subsidy charge applied to the total active energy purchased from Eskom at the POD in the 

month – applicable to non-local authority tariffs only;

 additional charges in the event of an NMD exceedance  and in accordance with the NMD rules.
 

1. Chargeable demand (KVA)-:  
Chargeable demand means the highest average demand measured in kVA in a billing month during the 
chargeable time periods specified for each tariff. For WEPS and Megaflex, the chargeable period is during  
WEPS  and Megaflex’s peak and standard periods and for Nightsave Urban (Large and Small) and 
Nightsave Rural during Nightsave’s peak periods. 

2. Distribution network capacity charge -: 
Distribution network capacity charge means the R/kVA or R/POD fixed network charge raised to recover 
Distribution network costs and depending on the tariff is charged on the annual utilised capacity or maximum 
export capacity where maximum demand is measured or the NMD where maximum demand is not measured. 

3. Retail/Customer-related (Availability Charge)-: 
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Which relates to the point of delivery share of total retail costs differentiated by type of service and 
customer demand size. 

4. High Demand Season-: 
June, July & August. 

5. Low Demand Season-: 
September to May. 
 

6. ABRIVIATIONS-: 

< less than kWh kilowatt-hour 
≤ less than or equal to MEC maximum export capacity 
> greater than MFMA municipal finance management act 
≥ greater than or equal to MVA megavolt-ampere 
A ampere MYPD multi-year price determination 
c cents N/A not applicable 
c/kvarh cents per reactive kilovolt-ampere-hour Nersa national energy regulator of South Africa 
c/kWh cents per kilowatt-hour NMD notified maximum demand 
CPI consumer price index PF power factor 
DUoS Distribution use-of-system R rand 
ERS electrification and rural subsidy R/kVA rand per kilovolt-ampere 
ETUoS embedded Transmission use-of-system TOU time of use or time-of-use 
GWh gigawatt-hour TUoS Transmission use-of-system 
km kilometre UoS Use-of-system 
kVA kilovolt-ampere V volt 
kvarh reactive kilovolt-ampere-hour VAT value-added tax 
kV kilovolt W watt 
kW kilowatt   

 
7. Deposit-: 

A once-off, Refundable payment provided by a customer to Council as a security for the due payment of 
electricity accounts, The amount may be adjusted when a customer places the Council at risk. 

8. All tariffs are exclusive of VAT***** 
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GOVAN MBEKI MUNICIPALITY 
DETERMINATION OF WATER SUPPLY TARIFF FOR THE PERIOD 1 JULY 2022 TO 30 JUNE 2023**** 

Applicable From 1st July 2022 

Domestic Conventional Water 
Supply 

Structured 

Blocks 

Water Charge 

R/kiloliter 

Tariffs 

2021/2022 

% 

Increase 

Tariffs 

2022/2023 

Domestic Water Consumption Block 1  (0 to 15kl) 23.04 8.8 25.07 

Block 2  (16 to 35kl) 24.15 8.8 26.28 

Block 3 (36 to 60kl) 24.46 8.8 26.61 

Block 4 (61 or more kl) 25.86 8.8 28.14 

Availability Residential 
Dwelling 

R/Month 81.24 8.8 88.39 

Availability Residential 
Vacant Stands 

R/Month 96.52 8.8 105.01 

Water Research Levy Per Kiloliter 0.86 8.8 0.94 

 

Domestic Indigent 
Conventional Water Supply 

Structured 

Blocks 

Water Charge 

R/kiloliter 

Tariffs 

2021/2022 

% 

Increase 

Tariffs 

2022/2023 

Domestic Indigents Water 
Consumption 

Block 1 (0 to 10kl)  

Free Basic Water 

 

0.00 

 

0.00000 

 

0.00 

Block 2 (11 to 15kl) 23.04 8.8 25.07 

Block 3 (16 to 35kl) 24.15 8.8 26.28 

Block 4 (36 to 60kl) 24.46 8.8 26.61 

Block 5 (61 or more kl) 25.86 8.8 28.14 

Institutional Conventional 
Water Supply 

Structured 

Blocks 

Water Charge 

R/kiloliter 

Tariffs 

2021/2022 

% 

Increase 

Tariffs 

2022/2023 

Places of Worship, Public Benefit 
Organizations, NGO’s approved in 
terms of section 30 of the Income Tax 
Act (Act 58 of 1962), & Welfare 
Organizations registered 

None Cost per Kiloliter 26.55 8.8 28.89 

Availability Institutions Use R/Month 83.08 8.8 90.39 

Availability Institutions 
Vacant Stands 

R/Month 99.29 8.8 108.03 

Water Research Levy Per Kiloliter 0.86 8.8 0.94 

Fixed Charge Per connection 16.84 8.8 18.32 
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Bulk domestic Conventional 
Water Supply 

Structured 

Blocks 

Water Charge 

R/kiloliter 

Tariffs 

2021/2022 

% 

Increase 

Tariffs 

2022/2023 

 

 

“Resellers Tariffs” 

Block 1 (0 to 200kl) 11.24 8.8 12.23 

Block 2 (201 to 1, 000kl) 14.29 8.8 15.55 

Block 3 (1, 000 to 2, 500kl) 17.90 8.8 19.48 

Block 4 (2, 501 or more kl) 18.19 8.8 19.79 

Availability Bulk Domestic  R/Month 398.56 8.8 433.63 

Water Research Levy Per Kiloliter 0.86 8.8 0.94 

Fixed Charge Per connection 139.35 8.8 151.61 

Commercial Conventional 
Water Supply 

Structured 

Blocks 

Water Charge 

R/kiloliter 

Tariffs 

2021/2022 

% 

Increase 

Tariffs 

2022/2023 

Commercial, Industrial, Government, 
Mining, Private Schools, Private 
Hospital & Clinic and Temporal 
Connections for Building Purposes. 

Block 1 (0 to 200kl) 26.77 8.8 29.13 

Block 2 (201 to 1, 000kl) 25.17 8.8 27.38 

Block 3 (1, 000 to 2, 500kl) 24.83 8.8 27.02 

Block 4 (2, 501 or more kl) 24.44 8.8 26.59 

Availability Commercial Use R/Month 95.15 8.8 103.52 

Availability Commercial 
Vacant Stands 

R/Month 103.06 8.8 112.13 

Water Research Levy Per Kiloliter 0.86 8.8 0.94 

Fixed Charge Per connection 16.82 8.8 18.30 

Special Tariff Agreement / 
Contracts with Council 

Structured 

Blocks 

Water Charge 

R/kiloliter 

Tariffs 

2021/2022 

% 

Increase 

Tariffs 

2022/2023 

This is Applicable to the specific per 
such agreement  

 

None 

 

Cost Per Kiloliter 

 

6.7569 

 

8.8 

 

7.3515 

Agricultural Conventional 
Water Supply 

Structured 

Blocks 

Water Charge 

R/kiloliter 

Tariffs 

2021/2022 

% 

Increase 

Tariffs 

2022/2023 

Agricultural Potable Water 
Consumption 

None Cost Per Kiloliter 14.88 8.8 16.19 

Bulk Conventional Water 
Supply 

Structured 

Blocks 

Water Charge 

R/kiloliter 

Tariffs 

2021/2022 

% 

Increase 

Tariffs 

2022/2023 

Commercial Bulk Water Consumption None Cost Per Kiloliter 24.07 8.8 26.19 
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Water Research Levy Per Kiloliter 0.86 8.8 0.94 

Fixed Charge Per connection 16.82 8.8 18.30 

Municipal Conventional Water 
Supply 

Structured 

Blocks 

Water Charge 

R/kiloliter 

Tariffs 

2021/2022 

% 

Increase 

Tariffs 

2022/2023 

Municipal own use None Cost Per Kiloliter 24.37 8.8 26.51 

Supply of Clarified Water Structured 

Blocks 

Water Charge 

R/kiloliter 

Tariffs 

2021/2022 

% 

Increase 

Tariffs 

2022/2023 

Supply of Clarified Water None Cost Per Kiloliter 11.29 8.8 12.28 

Private Internal Water Leaks Structured 

Blocks 

Water Charge 

R/kiloliter 

Tariffs 

2021/2022 

% 

Increase 

Tariffs 

2022/2023 

In case of exceptionally high meter 
readings of water consumption, due 
to leaks from a private internal 
pipeline, the Chief Financial Officer: 
Finance Department or his nominee, 
may determine that the excess 
consumption be levied at R9.49 per 
kiloliter for a maximum period of 91 
days, the commencement date of such 
period to be determined in the entire 
discretion of the said CFO. A 
reduction in consumption is required 
as well as proof of the leak been 
rectified as substantiated by a 
plumbers invoice or affidavit from the 
consumer which must be submitted 
to the municipality within 90 days 
after repair of the leak. 

 

 

None 

 

 

0 

 

 

14.29 

 

 

8.8 

 

 

15.55 

FACTOR AND COUPLING ERRORS In the event a miscalculation was made and charged for by the Council for water services rendered due to a factor or 
coupling error, the rectified charges applicable shall be calculated as follows, upon approval by the Head of 
Department: Water and Sanitation or his nominee. 

The Charges applicable shall be the levy Rand Water charges the Municipality (at that point in time, including the 
WRC levy), for the duration that the incorrect charges was rendered, up to a maximum of 36 months backdated. 
Should accurate readings not be available the charges will be based on the average monthly consumption registered 
over three succeeding metered periods after the factor error or incorrect coupling was rectified. 
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1. Minimum Water Basic Charge (Availability)-: 
Any premises, Including vacant stands, where Council water supply is available, but not used, 
because such premises/vacant stand can but is not connected to the Council’s water reticulation 
system, a monthly minimum basic charge will be levied. 

2. Fixed Charge (Customer-related)-: 
This relates to the point of delivery share of total retail costs differentiated by the type of service and 
customer demand size. 

3. Water Tariffs-: 
Charges shall be levied in respect of each separate connection for water (as defined in the Water 
Supply By-Law of Council).  
Domestic Consumption Tariffs-: 
All tariffs listed for the Residential Households consumption purposes shall be applied 
accumulatively. In the event that a small business is conducted as a primary right in terms of a Town 
Planning Scheme, or Home Enterprise in terms of Council’s policy, from a property used for 
Household purposes, and the connection size is either a 15mm or 20mm connection, the Residential 
Households tariff will apply. However, any connection which is greater than 20mm and the property 
is not exclusively used for residential purposes, shall be charged in terms of the tariffs as defined in 
the commercial cluster. 

4. Reference to “Per Month” in the tariffs is based on a meter reading cycle period of 30.4375 
days. 

5. Interim Billing-: 
If monthly readings cannot be taken for any reason, the consumption will be based on the average 
calculation from the previous consumption. When the meter is read any estimation (Over/Under) 
will be automatically being incorporated into the corrected bill. 

6. All tariffs are exclusive of VAT***** 
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GOVAN MBEKI MUNICIPALITY 

DETERMINATION OF TARIFFS SEWERAGE DISPOSAL FOR THE PERIOD 1 JULY 2022 TO 30 JUNE 2023**** 

Applicable From 1st July 2022 

Domestic Sewerage Disposal Tariffs 

2021/2022 

% 

Increase 

Tariffs 

2022/2023 

Cost Per Month – R/Month 99.17 8.8 107.90 

(0 to 14 kiloliters is exempted) Thereafter (15 to 80kl) Per Kiloliter 10.30 8.8 11.21 

Availability Charge Improved Stands – R/Month 42.34 8.8 46.07 

Availability Vacant Stands – R/Month 285.43 8.8 310.55 

Bulk Domestic  Sewerage Disposal 

(Resellers Tariffs) 

Tariffs 

2021/2022 

% 

Increase 

Tariffs 

2022/2023 

Cost Per Kiloliters 7.83 8.8 8.52 

Availability Charge R/Month 333.49 8.8 362.84 

Commercial Sewerage Disposal Tariffs 

2021/2022 

% 

Increase 

Tariffs 

2022/2023 

Cost Per Kiloliters 10.62 8.8 11.55 

Availability Charge Improved Stands – R/Month 45.12 8.8 49.09 

Availability Vacant Stands – R/Month 395.85 8.8 430.68 

Institutional Sewerage Disposal Tariffs 

2021/2022 

% 

Increase 

Tariffs 

2022/2023 

Cost Per Kiloliters 10.30 8.8 11.21 

Availability Charge Improved Stands – R/Month 42.79 8.8 46.56 

Industrial Sewerage Disposal Tariffs 

2021/2022 

% 

Increase 

Tariffs 

2022/2023 

Cost Per Kiloliter 11.46 8.8 12.47 

Availability Vacant Stands – R/Month 288.52 8.8 313.91 

Municipal Sewerage Disposal Tariffs 

2021/2022 

% 

Increase 

Tariffs 

2022/2023 

Cost Per Kiloliters 7.27 8.8 7.91 
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Septic/Conservancy Tank Disposal - Domestic Tariffs 

2021/2022 

% 

Increase 

Tariffs 

2022/2023 

1 Tank Per Month (Indigents) 0.00 0.00 0.00 

2 Tank Per Month (Indigents) 982.68 8.8 1, 069.16 

1 Tank Per Month 982.68 8.8 1, 069.16 

2 Tank Per Month 1, 965.62 8.8 1, 965.62 

Conservancy Tank Disposal – Commercial / Industrial Tariffs 

2021/2022 

% 

Increase 

Tariffs 

2022/2023 

1 Tank Per Month 2, 186.81 8.8 2, 379.25 

2 Tank Per Month 3, 975.99 8.8 4, 325.88 

3 Tank Per Month 5, 964.04 8.8 6, 488.88 

4 Tank Per Month 7, 952.05 8.8 8, 651.83 

Septic/Conservancy Tank Disposal - Municipal Tariffs 

2021/2022 

% 

Increase 

Tariffs 

2022/2023 

1 Tank Per Month 480.70 8.8 523.00 

2 Tank Per Month 773.68 8.8 841.76 

Additional Suction Per 
Call Per Tank Disposal 

W/Hours 

2021/2022 

A/Hours 

2021/2022 

W/Hours 

2022/2023 

A/Hours 

2022/2023 

% Increase 

Residential (Urban) 529.16 811.44 575.73 882.85 8.8 

Residential (Rural) 529.16 811.44 575.73 882.85 8.8 

Commercial 599.75 979.72 625.53 1, 065.94 8.8 

Departments 491.54 881.99 534.80 959.61 8.8 

VIP Toilets Sewerage Disposal Tariffs 

2021/2022 

% 

Increase 

Tariffs 

2022/2023 

Cost Per Month (Urban) 322.28 8.8 350.64 

Cost Per Month (Rural) 362.56 8.8 394.47 

1. The sewerage disposal services charges will be linked to the account where the water connection is billed, 
with a minimum of 15 kiloliters and therefore to a maximum of 80 kiloliters. 

2. All tariffs are exclusive of VAT**** 
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GOVAN MBEKI MUNICIPALITY 

DETERMINATION OF TARIFFS SOLID WASTE DISPOSAL FOR THE PERIOD 1 JULY 2022 TO 30 JUNE 2023**** 

Applicable From 1st July 2022 

Domestic Solid Waste 
Disposal 

TARIFFS 

2021/2022 

REFUSE 
REMOVAL 

 

TOWN 
CLEANSING 

 

REHABILITATION 
OF LANDFILL SITE 

 

TARIFFS 

2022/2023 

%  

INCREASE 

Domestic- Secunda, Bethal, 
Evander, Kinross & Leandra. 

161.44    169.19 4.8 

Domestic – eMbalenhle, eMzinoni, 
Lebohang, Kinross Ext 25 & Charl 
Cilliers. 

 

149.16 

    

156.32 

 

4.8 

Domestic Vacant ERF / Stands 161.44    169.19 4.8 

Commercial Vacant ERF / Stands 161.44    169.19 4.8 

 Business, Industrial, Schools & Institutions-: 
 
Tariff = Type of Bin x Frequency of Removal. 
 
1 x 85 Liter Refuse Bin or Part thereof            =          1 Unit. 
 
1 x 240 Liter Refuse Bin or Part thereof         =           3 Units. 
 
1 x 750 Liter Refuse Bin or Part thereof         =           9 Units. 
 
1 x 1, 000 Liter Refuse Bin or Part thereof     =            12 Units. 
 
1 x 1, 100 Liter Refuse Bin or Part thereof     =            13 Units. 
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FREQUENCY OF 
REMOVAL PER 

BIN 

TARIFF 

2021/2022 

85 LITRE 
BIN/BIN 

LINER 

91.66% 

REFUSE 

REMOVAL 

 

1.39% 

TOWN 

CLEANSING 

 

6.96% 

REHABILITATION 
LANDFILL SITE 

 

TARIFF 

2022/2023 

85 LITRE 
BIN/BIN 

LINER 

 

% 

INCREASE 

1 x Per Week 137.97    144.59 4.8 

240  

LITRE BIN 

   240  

LITRE BIN 

 

413.92    433.79 4.8 

750  

LITER BIN 

   750  

LITER BIN 

 

1, 241.76    1, 301.37 4.8 

1, 000  

LITRE BIN 

   1, 000  

LITRE BIN 

 

1, 655.64    1, 735.11 4.8 

1, 100  

LITRE BIN 

   1, 100  

LITRE BIN 

 

1, 793.61    1, 879.70 4.8 
 

FREQUENCY OF 
REMOVAL PER 
BIN 

TARIFF 

2021/2022 

85 LITRE 
BIN/BIN 

LINER 

91.66% 

REFUSE 

REMOVAL 

 

1.39% 

TOWN 

CLEANSING 

 

6.96% 

REHABILITATIO
N LANDFILL 

SITE 

 

TARIFF 

2022/2023 

85 LITRE 
BIN/BIN 

LINER 

 

% 

INCREASE 

2 x Per Week 275.92    289.16 4.8 

240  

LITRE BIN 

   240  

LITRE BIN 

 

827.77    867.50 4.8 

750  

LITER BIN 

   750  

LITER BIN 

 

2, 482.69    2, 601.86 4.8 
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1, 000  

LITRE BIN 

   1, 000  

LITRE BIN 

 

3, 038.95    3, 184.82 4.8 

1, 100  

LITRE BIN 

   1, 100  

LITRE BIN 

 

3, 291.09    3, 449.06 4.8 
 

 
FREQUENCY OF 
REMOVAL PER 
BIN 

TARIFF 

2021/2022 

85 LITRE 
BIN/BIN 

LINER 

91.66% 

REFUSE 

REMOVAL 

 

1.39% 

TOWN 

CLEANSING 

 

6.96% 

REHABILITATION  

LANDFILL SITE 

 

TARIFF 

2022/2023 

85 LITRE 
BIN/BIN 

LINER 

 

% 

INCREASE 

3 x Per Week 413.92    433.79 4.8 

240  

LITRE BIN 

   240  

LITRE BIN 

 

1, 241.76    1, 301.36 4.8 

750  

LITER BIN 

   750  

LITER BIN 

 

3, 725.25    3, 904.06 4.8 

1, 000  

LITRE BIN 

   1, 000  

LITRE BIN 

 

4, 965.34    5, 203.68 4.8 

1, 100  

LITRE BIN 

   1, 100  

LITRE BIN 

 

5, 380.82    5, 639.10 4.8 
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FREQUENCY OF 
REMOVAL PER 
BIN 

TARIFF 

2021/2022 

85 LITRE 
BIN/BIN 

LINER 

91.66% 

REFUSE 

REMOVAL 

 

1.39% 

TOWN 

CLEANSING 

 

6.96% 

REHABILITATION 

 LANDFILL SITE 

 

TARIFF 

2022/2023 

85 LITRE 
BIN/BIN 

LINER 

 

% 

INCREASE 

4 x Per Week 547.13    573.39 4.8 

240  

LITRE BIN 

   240  

LITRE BIN 

 

1, 633.85    1, 712.27 4.8 

750  

LITER BIN 

   750  

LITER BIN 

 

4, 966.91    5, 205.32 4.8 

1, 000  

LITRE BIN 

   1, 000  

LITRE BIN 

 

6, 622.58    6, 940.46 4.8 

1, 100  

LITRE BIN 

   1, 100  

LITRE BIN 

 

7, 174.45    7, 518.82 4.8 
 

FREQUENCY OF 
REMOVAL PER 
BIN 

TARIFF 

2021/2022 

85 LITRE 
BIN/BIN 

LINER 

91.66% 

REFUSE 

REMOVAL 

 

1.39% 

TOWN 

CLEANSING 

 

6.96% 

REHABILITATION 

 LANDFILL SITE 

 

TARIFF 

2022/2023 

85 LITRE 
BIN/BIN 

LINER 

 

% 

INCREASE 

5 x Per Week 689.85    722.96 4.8 

240  

LITRE BIN 

   240  

LITRE BIN 

 

2, 069.56    2, 168.90 4.8 

750  

LITER BIN 

   750  

LITER BIN 

 

6, 208.68    6, 506.70 4.8 

1, 000     1, 000   
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LITRE BIN LITRE BIN 

8, 278.18    8, 675.53 4.8 

1, 100  

LITRE BIN 

   1, 100  

LITRE BIN 

 

8, 967.86    9, 398.32 4.8 
 

FREQUENCY OF 
REMOVAL PER 
BIN 

TARIFF 

2021/2022 

85 LITRE 
BIN/BIN 

LINER 

91.66% 

REFUSE 

REMOVAL 

 

1.39% 

TOWN 

CLEANSING 

 

6.96% 

REHABILITATION 

 LANDFILL SITE 

 

TARIFF 

2022/2023 

85 LITRE 
BIN/BIN 

LINER 

 

% 

INCREASE 

6 x Per Week 827.80    867.53 4.8 

240  

LITRE BIN 

   240  

LITRE BIN 

 

2, 483.39    2, 602.59 4.8 

750  

LITER BIN 

   750  

LITER BIN 

 

7, 275.35    7, 624.57 4.8 

1, 000  

LITRE BIN 

   1, 000  

LITRE BIN 

 

9, 933.82    10, 410.64 4.8 

1, 100  

LITRE BIN 

   1, 100  

LITRE BIN 

 

10, 834.21    11, 354.25 4.8 
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