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ACCOUNTING POLICY FOR JOHN TAOLO GAETSEWE DISTRICT MUNICIPALITY

1. BASIS OF PREPARATION

The annual ﬂz}ancia! statements have been prepared on an accrual basis of accounting and are in
accordance with historical cost convention unless specified otherwise.

The annual financlal statements have been prepared in accardance with the effective Standards of
Generally Recognised Accounting Practice (GRAP), including any {nterpretations and directives
lssued by the Accounting Standards Board.

The standards are summatised as fallows:

.

Speaker

GRrRAR1 P;esentat'ion of Einanclal Stalements
| GRAP 2 Cash Flow Statements
GRAP3 Accouniting Policles, Changes In Ascounting Estimates and Errors
"} —E!AP 4 The"EEfects‘ of changes in Foreign Bxchange Rates Q
GRAY S Bonowing Costs ’
GRAP 6 _Céusoﬁdated and Beparate Financial Statements |
GRAP 7 Tnvestments in Associate
GRAP S Titerests in Joint Veittores :
‘GRAPY Revenite from Excliange Transactions
GAMAP 9 Paragraphs relating to Revenue from Non-Bxchange Transactions i
GRAPR 10 Rinsncial Reporting in Hy;iexinﬂaﬁbnaryﬁéonomies- T
GRAP11 Construetion Contracts
GRAP 12 Tnventorics
[ oraP 13 Leases
GRAR 14 | Bvents after the reporting date '
GRAP 16 Investment Propecty
_ GRAP 17 Property, Flant and Equipment (PPE)
, | crar 19 Provisians, Contingent Liabilities and Contingont Assets (J
GRAP 100 Non-Current Assets Held for Sale and Discantinued Oporations
GRAP101 | Agriculural '
GRAY 102 Intangibleassdls
IPSAS 20 Related Purty Disclosure
1wsad 23 Impaiment of Nen Cash-Geueratink Agsels
RS 3 Businass Combinations
RS 7 Financial Istwiments; Disclosures
14515 Employee Benefits
1AS 32 Financisl Instruments: Presentation
1AS36 Impainnent of Assels
LiA_S_ 39 Financial Ins!mnilents: Recopition and Measvrement
Nis P Q Mogatie
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ACCOUNTING POLICY FOR JOHN TAOLO GAETSEWE DISTRICT MUNICIPALITY

[,!FRIC 4 l Detormining whether m awangement contains a lease

Accounting policies for material fransactions, events or conditions not covered by the above GRAP
have been developed in accordance with paragraphs 7, 11 and 12 of GRAP 3.

A summary of the significant accounting policies, which have been consistently applied except
where ah exemption or transitional provision has been granted, are disclosed below.

Assets, liabllities, reveriue-and expenses have rot been offsét except when offsetting is pemitted
or required by a Standard of GRAP. '

The accounting policies applied are consistent with those used to present the previous year's
financlal statements, unless explicitly stated.. The details of any changes in accounting policies are
explained in the relevant notes to the Financial Statements..

in terms of Directive 4: “Transitional Provisions for the Adoption of Standards of GRAP by Madium

and Low Capaclty Municipalities” issued by the Accounting Standards Board the munfcipality has

adopted the transitional provisions for the following GRAP Standards;

GRAP 12 —inventories

GRAP 16 ~ Investment Properties

GRAP 17 — Property, Plant and Equipment

GRAP 19 — Provisions, Confingent Liabilities and Contingent Assets
GRAP 102 — Intangible Assets '

. - PRESENTATION CURRENGCY

Amaunts reflected in the financial statements are iri South Affican Rand and at actual valugs. No
financlal values are glven in an abbreviated display format. No foreign exchange fransactions are
included in the statemenis.

GOING CONCERN ASSUMPTION

These annual financlal statements have been prepared on a going concern basis.
COMPARATIVE INFORMATION

Budget information in accordance with GRAP 1, has been provided In an annexure to these
financlal statements and forms part of the audited annua! finaneial statements. g

‘When the presentation or tlassification of items In the annual financial statements Is amended,

prior perlod comparative amounts are restaled, unless a standard of GRAP does not require the
restatements of comparative information. The nature and reason for the reclassification is
disclosed: Where accounting errors have been idenfified in the current year, the cofrection is
made retrospectively as far as Is practicable, and the prior year comparatives are restafed
accordingly. Where there has been a change in accounting policy In the current year, the
adjustment Is made retrospectively as far as Is practicable, and the prior year comparatives are

restated accordingly.

===
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ACCOUNTING POLICY FOR JOHN TAOLO GAETSEWE DISTRICT MUNICIPALITY
STANDARDS, AMENDMENTS TO STANDARDS AND INTERPRETATIONS ISSUED BUT NOT
YET EFFECTIVE

The following GRAP standards have been Issued but are not yet effective and have not been early
adopted by the municipality: N

GRAP 18 Segment Reporting

GRAP 21 | Impairment of non-cash-generating assets

GRAP 23 Revenue from Non-Exchange Transactions (Taxes and Transfers)
GRAP 24 | Presentation of Budget information in Financial Statements
GRAP 26 | Impairment of cash-generating assets

GRAP 103 | Herltage Assets

FOREIGN CURRENCY TRANSACTIONS

The Municipality will notincur a foreign currency liability other thein that allowed by the MFMA.
RESERVES

Capital Replacement Reserve (GCRR)

In order o finance the provision of Infrastructure and other Items of propetty, plant and edquipment

from Internal sources, funds are transferred from the accumulated surplus / (deficit) to the CRR in
terms of a Council Resolution for approval thereof, The funds in the CRR can only be utilized fo
finance items of property, plant and equipment. The CRR is reduced and the accumulated surplus
/ (Deficlt) are credited by a corresponding amount when the amounis in the CRR are utilized.

The amount {ransferred to the CRR is based on the municipality's need to finance capital projects
included in the Integrated Development Plan.

The CRR may only be utilized for the purpose of purchasing/ construction of items of property,
plant and equipment and may not be used for the maintenance of these items.

Revaluation Reserve

The surplus arising from the revaluation of land and buildings is ¢redited fo a non-distributable
reserve. The revaluation reserve s realized as revaluated buildings are depreciated, trough a
transfer from the Revaluation Reserve to the accumulated surplus / (deficit). On disposal, the net
revaluation surplus Is transferred fo the accumutated surplus / {deficit) while gains or losses on
disposal, based on revaluated am ounts, are charged to the Statement of Financial Performance.

LEASES
Municipality as Lessee
Leases are classified as finance leases where substantialty all the risks and rewards associated

with ownership of an asset are transferred to the municipality. Transfer of ownership is not
required to be Yecognised as a finance lease. Property, plant and equipment or intangible assets

494
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ACCQUNTING POLICY FOR JOHM TAOLO GAETSEWE DiS:l'RICT MUNICIPALITY

subject to finance lease agreements are Initially recognised at the lower of the asset's fair value
and the present value of the minimum lease payments. The coresponding Habilities are Initially
recognised at the inception of the lease and are measured as the sum of the minimum fease
payments dus in terms of the lease agreement, discounted for the effect of Interest. In discounting
the lease payments, the municipality uses the interest rate that exactly discounts the [ease
payr:xrggts and uhguaranteed residual value to the fair value of the asset plus any dirsct costs
incurred.

Subsequent to inltial recognition, the leased assets are accounted for in accordance with the stated
accounting policies appiicable fo properly, plant and equipment or intangibles. The lease liability is
reduced by the lease payments, which are allocated between the lease finance cost and the
capital repayment using the effective inferest rate method. Lease finance costs are expensed
when incurred. The accounting policles relating to derscognition’ of financial instruments are
applied to lease payables, )

Operating leases are those leases that do not fall within the scope of the above definifion.
Operating lease rentals are accrued on a straight-iina basis over the term of the relevant lease.

Muricipality as Lessor

Under a finance lease, the municipality recognises the lease payments to be received in terms of a
lease agreement as an asset (receivable), The recelvable Is calculated as the sum of all the
minimum lease payments fo be recelved, plus any unguaranteed residual accruing to the
municipality, discounted at the Interest rate implicit In the lease. The receivable is reduced by the
capital portion of the lease instalments received, with the interest portion being recognised as
interest revenue on a fime proportionate basls. The accounting poficles refating to derecugnﬁxon
and impairment of financial instruments are applied to lease receivables,

Rental income from operating leases is recognised on a straightline basls over the term of the
relovant lease.

BORROWING COST

Borrowing costs direclly attibutable to the acquisition, construction or production of qualifying
assets are capitalised to the cost of that asset unless it is inappropyiate to do so. The municipality
ceases the capitalisation of borrawing costs when substantially all the activi tiss to prepare the
asset for its Intended use or sale are complete. it Is conhsidered inappropriate to capitalise
horrowing costs where the link betwsen the funds borrowed and the capital asset acquired cannot
be adequately established. Borrowing costs incutred other than on qualifying assts are recognlsed
as an expense In the Statement of Financlal Performance when incurred.

UNSPENT CONDITIONAL GRANTS

Unspent coriditional granis are financial liabilities that are separately reflected on the Stafement of
Financial Posltion. They represent unspent government grants, subsidies and contributions from
the public.

PROVISIONS

Provislons are recognised when the municipalily has a present or constructive obligation as &
result of past events, it is probable that an oufflow of resource embodying ecanomic benefits will

Mis P Q Mogatle
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ACCOUNTING POLIGY FOR JOHN TAGLO GAETSEWE DISTRICT MUMICIPALETY

be required to seftle the obligation and a reliable estimate of the provision can be made.
Provisions are reviewed af reparting date and adjusted to reflect the current best estimate. where
the effect is material, non-current provisions are discounted fo their present value using a discount
rate that reftects the market’s current assessment of the fime value of money, adjusted for risks
specific to the liahility (for example In the case of obligations for the rehabilitation of fand).

The municipallty does not recognise a conitingent {ability or confingent asset. A contingent liability
is disclosed unless the possibility of an outflow of resources embodying economic benefits Is
remote. A contingent asset is disclosed where an inflow of economic benefits is probable.

Future svents that may affect the amount required fo settle an obligation are reflected In the
amount of a provision where there fs sufficlent objective evidence that they will occur. Gains from
the expected disposal of assets are not taken into account in measuring a provision. Provislons
are not recognised for future operating losses. The present obligation under an onerous contract
s recognised and measured as a provision.

A provision for restructuring costs Is recognised only when the following criteria over and above the
recognition criteria of a pmvision have besn metl:

(a) The municipality has a detailled formal plan for the restructuring identifying at least:

the business or part of a business concened;
o the principal locations affected;. '
» fthe location, function and approximate number of employees who will be compensated for
terminating thelr services;
the expenditures that will be undertaken; and
when the plan will be implemented. Co

(b) The r_nunicipaﬁty has raised a valid expectation in those affected that it will carry out the
restructlring by starting to Implement that plan or announcing its main features to those

affected by it.
EMPLOYEE BENEFITS
(a) Post Retirement Medical obligations

The Munlcipalify provides post-retirement healthcars benefits to its retiress. The enfitlement fo
these benefits Is usually conditional on the employes yemaining in service up to refirement
ags and the completion of a minimum service petiod. The expected costs of these benefits
are accrued over the period of employment using the same accounting methodology as used
for defined benefit pension plans. Actuarial gains and losses arlsing from experience
adjustments, and changes in actuarial assumptions are charged or credited to the Statement
of Financial Performance, These obligations are valued annually by independent qualified

actuades.
(b) Accrued Leave Pay

Liabilities for anpual leave are recognised as they accrue to employees. The lability is based
on the fotal amount of leave days due to employees at year end and alse on the tolal

remuneration package of the employee.

Ms P Q Mogatie
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ACCOUNTING POLICY FOR JOHN TAQLO GAETSEWE DISTRICT MUNICIPALITY

43. PROPERTY, PLANT AND EQUIPMENT
13.tinitial Recognition

Property, plant and equipment are tangible non-current assets (including infrastructure assets) that
are held for use in the production or supply of goods or services, rental fo others, or for
administrative purposes, and are expected to be used during mors than one year. lMems of
property, plant and equipment are inifially recognised as assets on acquisition date and are initially
recorded at cost. The cost of an ltem of property, plant and equipment is the purchase price and
other costs aftributable to bring the asset o the location and condition necessary for it fo be
capable of operating In the mannert intended by the municipality. Trade discounts and rebates ars
deducted in arriving at the cost. The cost also includes the necessary costs of dismantling and
removing the asset and restoring the site on which it is located.

C’ When slgnificant components of an itém of properiy, plant and equipment have different useful
lives, they are accounted for as separate items (major components) of property, plant and
equipment.

Where an asset is acquired by the municipality for no or nominal conslderation (ie. a non-
exchange fransaction), the cost is deemed to be equal to the falr value of that asset on the date
acquired.

Where an item of property, plant and equipment is acquired In exchange for a non-monetaty asset
or monetaty assets, or a combination of monetary and non-monetary assefs, the assets acquired
Is initially measure 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) glven up.

Major spare parts and servicing equipment qualify as property, plant and equipment when the
municipallty expécts to use them during more than one period. Similary, If the major spare paris
and servidng equipment can be used only in connection with an ftem of property, plant and
equipment, they are accounted for as propsrty, plant and equipment.

o~ ,-‘.

oy \_ 13.28ubsequent Measurement — Revaluation Model
Subsequent to Initlal recognition, Property, Plant and Equipment are carrled at a revalued amount,
unless otherwise stated inthe relevant Notes to the Financlal Statements, being its fair value at the
date of revaluation less any subsequent accumulated depreciation and impairment losses.

An Increase in the carrying amount of an asset as a result of a revaluation Is credited directly to a
revaluation surplus reserve, except to the extent that it reverses a revaluation decrease of the
same asset previously recognised in surplus or deficit,

A decrease in the carrying amount of an asset as a result of a revaluation Is recognised In surplus
or deficit, except fo the extent of any credit balance existing in the revaluation surplus In respect of
that asset.

13.3Subsequent Measurement ~ Cost Model

Ms P Q Mogatie
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ACCOUNTING POLICY FOR JOHN TAOLO GAETSEWE DISTRICT MUNICIPALITY

Subsequent to initial recognition, ltems of property, plant and equipment are measured at cost less
accumlated depreclation and impairment losses. Land s not depreciated as itis deemed to have

an Indeffrite useful life.

Where the municipality replaces parts of an asset, # derecognises the part of the asset being
replaced and capitalises the new component. Subsequent expenditure incurred on an asset Is
capitalised when it increases the capacity or future economic benefits associated with the asset.

13.4Depreciation and Impairment

Dépreciationis cslculated on the depreciable amount, using the straight-fine method over the
estimated useful lives of the assets. Components of assets that are significant in relation to the
whole asset and that have different useful lives are depreciated separately. The annual

depreciation rates are basad on the following estimated useful lives:

Years . Yeais
Infrastructure Other »
Roads and Paving 10-30 Buildings " 30 O
Pedestriian Malls 20 Speclalist vehicles 10
Electiclly 20-30 Other vehicles 5
Water 15-20 Office egulpment 37
Sewerage 16-20 Fumiture and fittings 510
Housing 30 Watercraft 14

Bins and contalners 5

Community Specialised plant and
Buildings ) 30 Equiprment 1015
Recreational Facilities 20-30 Other plant and
Security 5 Eaquipment —— = 2-5
Halls 20-30 Landfill sltes 20
Libraries 20-30 Quarries 25
Parks and gardens '20-30 Emergency equipment 10
Other assels 15-20 Computer equipment.

No depreciation .
Finance lease assets C )
Office eguipment .
Other assels

3
5

The residual value, the useful fife of an asset and the depreciation method is reviewed annually
and any changes are recognised as a change in accounting estimate in the Statement of Financial

Performance.

The municipality tests for impairment where there is an Indication that an asset may be impaired.
An assessment of whether there is an indication of possible impairment is done at gach reporting
date. Where the carrying amount of an item of property, plant and equipment is greater than the
estimated recoverable amount (or recoverable service amount), and an impairment lass Is charged
{o the Statement of Financial Performance,

43.5Derecognition

Ms P Q Mogatle
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ACCQUNTING PGUE’J‘:’ FOR JOHN TACLO GAETSEWE DISTRICT MUNICIPALITY

ltems of properly, plant and squipment are derecognised when the asset is disposed or when
there are no further economic benefits or service polential expected from the use of the asset. The
gain or loss arising on the disposal or retirement of an item of property, plant and eguipment s
determined as the difference between the sales proceeds and the carrying value and is recognised
in the Statement of Financial Performance.

14, INTANGIBLE ASSETS
14.1Initial Recognition

An intangible asset is an identiflable non-monétary asset without physical substance. Examples

“Include computer software, licences and development costs. The municipality recognisés an

Intangible asset in its Statement of Financial Posltion only when it is probable that the expected
g future economic benefits or service potential that are atributable to the asset will flow fo the
(/ ~ municlpality and the cost or fair value of the asset can be measured reliably.

Internally generated Intangibie assets are subject to strict recognition criteria before they are
capitalised. Research expenditure is never capitalised, while development expenditure is only
capitalised to the extent that; : J

the municipality Intends to complete the intangible asset for use or sale;

it Is technically feasible to complete the intangible asset;

the municipality has the resources to complete the project; and

it Is probable that the municipality will recelve future economic benafits or service potential,

4 8 o @

Intangible assets are initially recognised at cost.

Where an Intangible asset Is acquired by the municipality for no or nominal consideration (.8, a
non exchange transaction), the cost is deemed fo be equal to the fair value of that asset on the
date acquired.

Where an intangible asset is acquired in exchange for a non-monetary asset or monetary assets,
Rt or a combination of monetary and non-monetary assets, the asset acquired s initially measured at
e fair value (the cost}, If the acquired item's fair value was not determinable, 's deemed cost is the

carrying amount of the asset(s) given up. .

14.2Subsequent Measurement - Cost Model
intangible assets are subsequently carrled at cost less accumulated amortisation and impairments.

The cost of an intangible asset is amortised over the useful fife where that useful life Is finite.”
Where the useful life is Indefinite, the asset is not amortised but is subject fo an annual impalrment

tast.
14 3Amortisation and Impalfrment

Amortisation Is charged so as fo write off the cost or valuation of Intangible assels over their
estimated useful lives using the straight line method. The annual amortisation rates are based on
the following estimated useful lives:

Intanaible Assets Years

Mis P Q Mogatie
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ACCOUNTING POLICY FOR JOHN TAOLO GAETSEWE DISTRICT MUNICIPALITY

Computer Soflware 3

The amoriisation period and the amortisation method for an intanglble assel with a finite useful life
are reviewed at each reporting date and any changes are recognised as a change in accounting
estimate In the Statement of Financial Performance.

The municipality tests Intangible assets with finite useful fives for impairment where there is an
indicafion that an asset may be impalred. An mssessment of whether there is an indication of

~ possible impairment s ‘done at each repoiting date: Where the carrying amount of an item of an
intanglble asset Is greater than the estimated recoverable amount (or recoverable service amount),
it Is written down immediately to its recoverable amount (or recoverable service amount) and an
impairment loss is charged to the Statement of Financial Performance. i

14.3Derecognition

intangible assets are derecognised when the asset is disposed or when there are no further
economic beneflts or service potential expected from the use of the asset, The gain or loss arising
on the disposal or retirement of an intanglble asset is determined as the difference between the

sales proceeds and the carrying value and is recognised In the Statement of Financial
Performance. '

15. INVESTMENT PROPERTY
15.1Initial Recognition

[nvestment property includes property (land or a building, or part of a building, or both land and
puildings held under a finance lease) held to eam rentals and/or for capital apprectation, rather
than held to meet service delivery objectives, the production or supply of goods or services, or the
sale of an assetin the ordinary course of operations.

At Inftfal recognition, the municipality measures investment property at cost including transaction
costs once it meets the definftion of investment property. However, where an investment properly Q
was acquired through a nen-exchange transaction (.. where It acquired the investment property

for no or a nominal value), lts cost Is its fair value as at the date of acquisition.

Transfers are mads to or from investment praperty only when there Is & change in usge, For a
transfer from investment property to owner occupled property, the deemed cost for subsequent
accounting is the fair value at the date of change in use. If owner occupled properly becomes an
investment property, the munlicipality accounts for such property in accordance with the policy
stated under property, plant and equipment up to the date of change in use

“The cost of self-constructed investment property is the cost at date of completion.
45.28ubsequent Measurement - Falr Value Model

invesiment property Is measured using the fair value model, Under the fair value model,
investment property ie canied at its fair value at the reporting date. Any gain or loss arising from a

00 Mis P Q Mogatie
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ACCOUNTING POLICY FOR JOHN TAOLQ CAETSEWE DISTRICT MUNICIPALITY

change in the falr value of the properly is included in surplus or deficlt for the period in which it
arises.

15.8Derecognition

Investment properly Is derecognised when it is disposed or when there are no further economie
benefits expectad from the use of the investment property. The gain or loss arising onthe disposal
or retirement of an item of investment property is determined as the difference between the sales
proceeds and the carrying value and is recognised In the Statemen( of Financlal Performance.

16. NON-CURRENT ASSETS HELD FOR SALE
C; 16.1Initial Recognition

Non-current assets and disposal groups are dlasslified as held for sale i their carrying amount will
'be recovered through a sale transaction rather than through continulng use. This condition is
regarded as met only when the sale Is highly probable and the asset (or disposal group) Is
avallable for immediate sale in Its present condiion. Management must be committed fo the sale,
-which should be expected fo qualfy for recognition as a completed sale within one year from the
date of classification.

16.2Subsequent Measurement

Non-current assets held for sale (or disposal group) are measured at the lower of carrying amount.
and fair value less costs to sell. '

A non-current asset is not depreciated (or amortised) while it Is classlified as held for sale, or while
it is part of a disposal group classified as held for sale.

Inferest and other expenses atiributable fo the liabilities of a disposal group classified as held for
-~ . -sale are recognised in sutplus or deflcit.

47. GONSTRUCTION CONTRACTS

Where the oufcome of a construction contract can be estimated reflably, contract revenue and
costs are recognised by reference to the stage of complation of the contract activity at the reporting
‘date, as measured by either the proportion that contract sosts incurred for work performed to date
bear to the estimated total contract costs or surveys of work done or completion of a physical
proporiion of the cantract work.

Variations in contract work, claims and incentive payments are included to the extent that they
have been agreed with the customer,

When the outcome of a construction contract cannot be estimated reliably, contract revenue is
recognised to the extent that coniract costs incurred are recoverable. Contract costs are
recognised as anexpense in the period in which they are incurved.

Ms P Q Mogatie
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ACCOUNTING POLICY FOR JOHN TAOLO GAETSEWE DISTRICT MUNICIPALITY

When it is probable that total contract costs will exceed total conlract revenus, the expecled loss is
recognised as an expense immediately.

18, IMPAIRMENT OF ASSETS

The municipality assesses at each reporting date whether thera is an indication that an asset may
be Impalred. If any indication exists, or when annual impairment testing for an asset Is required,
the municipality estimates the asset's recoverable amount. An asset's recoverable amount Is the
higher of an assel's of cash-generating units (CGU) fair value fess costs to sell and its value in use
and s deterniined for an Individual asset, unless the asset does not generate cash Inflows that are
largsly independent of those from other assets or groups of assefs, Whers the carrving amount of
an assat or CGU exceeds iis recoverable amount; the asset is considered impaired and is written
down to its recoverable amount. In assessing value in use, the estimated future cash flows are
discounted to thelr present value using & pre-tax discount rate that reffects cumrent rnarket
assessments of the time value of money and the risks specific fo the asset. In determining falr
value less costs to sel,, an appropriate valuation mode! Is used, Impairment losses are recognised
in the Statement of Financlal Performance in those expense categories consistent with the function

of the impaired asset.

An assessment is hade at each reporting date asto whaether there Is any Indlcation that previously
recognised impalrment losses may no longer exist or may have decreased. if such indication
exists, the municipality estimates the asset's o cash-generafing unif's recoverable amount. A
previously racognised impairment loss is reversed only if there has been & change In the
assumptions used to determine the asset's recoverable amount since the last Impairment loss was
recognised. The reversal Is limited so that the carrylng amount of the asset does niot exceed is

_recoverable amount, nor exceed the carrying amount that would have been defermined, net of
depreciation, had no impairment loss been recognised for the asset in prior years. Such reversal is
recogriised in the income statement. '

18. INVENTORIES

19.1inttial Recognition

nventories comprise current assels held for sale, consumption or distribution during the ordinary
course of business. Inventorles are initially recognised at cost. Cost generally refers to the
purchase piics, plus axes, transport costs and any other costs in bringing the inventotles to thelr
current location ‘and. condltion. Where Inventory is miahufactured, constructed or produced, the
cost Includes the cost of labour, materials and overheads used during the manufacluring process,

Where Inventory is ‘acquired by the muntcipality for no or nominal consideration {i.e. a non-
@xchange transaction), the cost is deemed to be equal to the fair value of the item on the date

acquired.
£9.2Subsequent Measurement

inventoties, consisting of consumable stores, raw materials, work-in-progress and finished goods,
are valued at the lower of cost and het realisable value unless they are to be distributed at no or
nominal charge, in which case they are measured at the lower of cost and current replacement
cost. Redundant and slow-moving Inventories are identified and wrlten down in this way.
Differences arlsing on the valuation of inventory. are recognised in the Statement of Financlal

Performatice in the year in which they arose. The -amount of any reversal of any write-down of
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ACCOUNTING POLICY FOR JOHM TAOLO GAETSEWE DISTRICT MUNICIPALITY

inventories arising from an increase in net realisable value or current replacement cost ls
recognised as a reduction in the amount of inventories recognised as an expense in the perfod in
which the reversal ocours.

The carrying amount of inventories Is recognised as an expense In the perlod that the inventory
was sold, distributed, wiltten off or consumead, unless that cost qualifies for capltalisation to the
cost of another asset,

{n general, the basis of allocating cost to inventory ftems Is the weighted average method.
FINANCIAL INSTRUMENTS

Financial instruments recognised on the balance sheet include frade and other recelvables, cash
and cash equivalents, annuity loans and frade and other payables.

20.1Initial Recognition

Financial instruments are initially recognised at falr value.

20.28ubsequent Meastrernent

Financial Assets are categorised according to thelr nature as either financial assefs al fair value
through .profit or loss, held-to-maturity, loans and receivables, or avallable for sale. Financial
Liabilities are categorised as either at fair value through profit or loss or financial liabllities carried

v e @t -@ortised cost- ("other"). —The subsequent measurement of financial assefs and liabilities

depends on this categorisation and, in the absence of an approved GRAP Standard on Financial
Instruments, Is in accordance with I1AS 39.

20.2.7 fnvestnents

et
K
-

Investments, which Include listed government bonds, unlisted municipal bonds, fixed deposits
and short-term deposits Invested in registered commercial banks, are categorised as sither
held-to-maturity where the criterla for that categorisation are mat, or as loans and receivables,

and are measured at amortised cost. Where Investmenis have been impalred, the canying
value s adjusted by the impairments are calculated as being the difference belween the
carrying amount and the present value of the expected future cash flows flowing from the
instrument. On disposal of an investment, the difference belween the net disposal proceeds

and the carrying amotnt is charged or cradited to the Stalement of Financial Performancs,

20.2.2 Trade and Other Receivables

For amounts due from debtors carried at amortised cost, the municipality insludes the assetin a
group of financial assets with similar credit risk characteristics and: collectively assesses them
for impalrment, Objective evidence of Impalrment Includes significant financlal difficulties of the
debtor, probability that the debtor will enter bankruptey or financial reorganisation and default or
delinquency in payments.

If there is objective evidence that an impairment loss has been incurred, the amount of the loss

is measured as the difference between the asset's cartying amount and the present value of

estimated future cash flows {excluding future expected credit losses that have not vef been
incurred). The carrying amount of the assel is reduced through the use of an allowance account
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and the amount of the loss is recognised in the income statement. Interest income continues to
be accrued on the reduced carrying amount based on the otiginal effective interest rate of the
asset. Loans fogether with the associated allowance are written off when there Is no realistic
prospect of future recovery and all collateral has heen realised or has been transferred o the
municlpality. i, ina subsequent year, the amount of the estimated impalrment loss Increases or
decreases because of an event occurring after the impalrment was recognised, the previously
recognised impairment loss is Increased or reduced by adjusting the allowance account, If a
fufure write-off is jater recovered, the recovery is recognised in the income statement.

The present valus of the estimated future cash flows is discounted at the financlal asset's
original effective interest rate. If a loan has a variable Interest rate, the discount rate for
meastring any Impairment loss is the current effective interest rate.

20.2.3 Trade Payables and Borrowings

Flnanclal liabilities consist of trade payables and borrowings. They are categorised as financial
liabllities held at amortised cost, are: initially recognised at falr value and subsequently
meastred at amortised costwhich is the Initial carsying amount, less repayments, plus (nterest.

20.2.4 Cash and Cash Eguivalents

Cash includes cash on hand (including petty cash) and cash with banks (Including calt
deposits). Cash equivalents are short-term highly tiquid investments, readily convertible into
known amounts of cash that are held with registered banking Institutions with maturities of three
months or less and are subject to an insignificant risk of change in value. For the purposes of
the, cash flow statement, cash and cash equivalents comprise cash on hand, deposits held on
call with bank, net of bank overdrafts. The municipality categorises cash and cash equivalents
as financial assets: loans and receivables.

Bank overdrafts are recorded based on the facility ytilised. Finance charges on banl¢ overdraft
are expensed as incurred. Amounts owing In respect of bank overdrafts are categorised as

financial abiliies: other financlal llakilities carried at amortised cost.
20.3Derecognition of Financiaf Instruments C)

Financial Assefs

20.3.1 Financial ASSEle

A financial asset (o, where applicable a part of a firiancial asset or part of & group of similar
financial assets) is derecognised when:

the municipality has transferred its rights to receive cash flows from the asset or has
assumed an obligation to pay the received cash flows In full without material delay to a third
party under a ‘pass-through'’ arrangement and elther (a) the municipality has transferrad
substantially all the risks and rewards of the asset, or (b} the municipality has neither
transferred nor retained - substantially all the risks and rewards of the asset, but has
transferred control of the asset.

the rights to receive cash flows from the asset have expired or

When the municipality has transferred its rights to receive cash flows from an assel or has
entered Into a pass-through arrangement, and has neither transferred nor retained substaniially
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ACCOUNTING POLICY FOR JOHN TAOLO CAETSEWE DISTRICT MUNICIPALITY

all the risks and rewards of the asset nor transferred contiol of the asset, a new asset is
recognised to the extent of the municipality's continuing involvement in the asset.

Continuing Involvement that fakes the form of a guarantee over the transferred asset is
measured at the lower of the original carrying amount of the asset and the maximum amount of
consideration that the municipality could be required to repay.

When continuing involvement takes the form of a waitten andfor purchased option (including a
cash settled option or similar provision) on the fransferred asset, the extent of the municipality's
continuing involvement is the amount of the transferred asset that the municipality may
repurchase, except that in the case of a writlen put option (Including a cash settled option or
similar provision) on anh asset measured at fair value, the extent of the municipality’s continuing
Involvemenit is limited to the lower of the falt value of the transferred asset and the option
exercise price. '

& 20.3.2 Financiol Liabilities

A financial liabllity is derecognised when the ob!igaﬁo'n under the fiabillty is dischafged or
cancelled of expires.

When an existing financlal liability is replaced by another from the same lender on substantially
different terms, or the terms of an existing Hability are substantially modified, such an exchange
ot madification Is treated as & derecognition of the otiginal fiability and the recognition of a new
Hiability, atn_d the difference In the respective canying amounts Is recognised In the Income
Statemen 3 ! . - .S U R

20.40ffsetting of Financial Instruments

Financial asscis and financial ffablliies are offset and the net amount reported in the consolidated
balance sheet If, and only i, there is a currently enforceable legal right to offset the recognised
amounts ahd thare Is an intention fo settle on a net basis, or {0 realise the assets and seltle the
liabilities simultaneously, .

@

20.5Impairment of Financial Assets

The Municipality assesses at each balance sheef date whether there is-any objective evidence that
a flnancial asset or a group of financial assets is impalred. A financial asset or a group of financial
assefs is deemed to be impalred if, and only if, there is objective evidence of impairment as a
result of one or more evenls that has occurred after the initial racognition of the asset {an incurred
‘loss event’) and that loss event has an impact on the estimated fulure cash flows af the finandial
asset or the group of financial assets that can be reliably estimated. Evidence of impairment may
include Indications that the debtors or a group of debtors Is experiencing significant financial
difficulty, default or delinquency In inferest or principal payments, the probability that they will enter
bankruptey or other financlal reorganisation and where observable data indicate that there Is &
measurable decrease in the estimated future cash flows, such as changes In arrears or economic
conditions that correlate with defauits.
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ACCOUNTING POLICY FOR JOKN TAOLO GAETSEWE DISTRICT MUNICIPALITY

21. REVENUE
' 21.iRevenue from Non-Exchange Transactions

Revenue from non-exchange fransactions refers to transactions where the municipality recelved
revenue from another entity without directly giving approximately equal value in sxchange.
Revenue from non-exchange transactions is generally recognised fo the extent that the related
recelpt or receivable qualifies for recognition as an asset and there Is no liability to repay the

amount.

Ravenue from property rates is recognised when the legal entittement ip this revenue arises.
Collection charges are recognised when such amounts are legally enforceable. Penally interest on
unpaid rates Is recognised on atime proportionate basis as an exchange transaction

Fines constitute both spot fines and summonses. Revenue from spot fines and summonses s )
recognised when payment Is recsived together with an estimate of spot fines and summonses that (D
will be rgceived based on past experience of amotints collected, -

Revenue from public contributions and donations Is recognised when all conditions assoclated with
the coniribution have been met or where the contibution is fo finance property, plant and
equipment, when such items of property, plant and equipment qualifies for recogrition end first
becomes available for use by the municipality. Where public contributions have been recaived but
the municipality has not met the related conditions, it is recognised as an unspent public
contributlon (fiability).

Contributed propetty,. plant and equipment is recognised when such items of property, plant and
equipment gualifies for recognition and become available for use by the municipality. -

Revenue from recovery of unauthorised, irregular, fruitless and wasteful expenditure is based on.
legistated procedures, including those set out in the Municipal Finance Management Act {Act No.
56 of 2003) and Is recoghised when the recovery thereof from the responsible counciflors or
officials Is virtually certain.

24.2Revenue from Exchange Transactions ()

Revenue from exchange transactions refers to revenue that accrued to the municipality directly in
return for services rendered! goods sold, the value of which approximates the consideration
received or recelvable.

Service charges relafing fo electricity and water are based on consumption. Meters are read on a
monthly basis dnd are tecognised as revenue when Involced. Provisional estimates of
consumption are made monthly when meter readings have riot been performed. The provisional
estimates of consumption are recognised as revenue when involced. Adjustments to provisional
eslimates of consumption are made in the Invaicing period in which meters have been read.

These adjustments are recognised as revenue In the invoicing period.
Revenue from the sale of electriciy prepaid meter cards is recognised at the point of sale,

Service charges relating to refuse removal are recognised on a monthly basis in arrears by

applying the approved tariff to each property that has improvements, Tariffs are detetmined pet

e ————— e T
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ACCOUNTING POLICY FOR JOHN TAOLO GAETSEWE DISTRICT MUMICIPALITY

category of properly usage, and are levied monthly based on the recorded number of refuse
containers per properiy,

Service charges from sewerage and sanitation are based on the number of sewerage connactions
on each developed property using the tariffs approved from Councll and are levied monthly.

Interest revenus Is recognised using the effective interest rate method.

Revenue from the rental of facllities and equipment Is recognised on a straight-line bagis over the
term of the lease agreement.

Dividends are recognised on the date that the Municipality becomes entitled fo receive the
dividend.

Revenue arlsing from the application of the approved tariff of charges Is recognised when the
relevant service Is rendered by applying the relevant gazetted fariff. This inciudes the issuing of
licences and permifs.

Revanue from the sale of goods is recognised when substantially all tho risks and rewards I those
goods:are passed to the consumer.

Revenue arising out of sltuations where the municipality acts as an agent oh behalf of another
entity (the principal} is limited o the amount of any fee or commission payable to the municipality
as compensatlon for executing the agreed services.

21.3Grants, Transters and Dopations

22.

23,

Grants, transfers and donations received or receivable are recognised when the resources that
have been transferred meet the criteria for recognition as an asset. A corresponding llability is
raised to the extent that the grant, transfer or donation Is conditional. The liahility is transferred to
revenue as and when the conditions attached to the grant are met. Grants without any conditions
aftached are recogriised as revenue when the asset is recognised.

RELATED PARTIES

Individuals as well as their close family members, andfor entities are related parties if one party
has the abillty, direclly or Indirectly, to control or jolntly control the other parly or exercise
significant influence over the other paity in making financlal and/or operating: decisions, It includas
full-time coungcillors, being the Executive Mayor, Deputy Mayor, Speaker and members of the
Mayoral Committee. Key management personnel Is defined as the Municipal Manager, Chief
Financial Officer and all other managers reporting directly fo the Municipal Manager or as
designated by the Municipal Manager.

UNAUTHORISED EXPENDITURE
Unauthorised. expenditure {s expenditure that has not been budgeted, expenditure that is not in

terms of the conditions of an allocation received from another sphere of government, munigipality
or organ of state and expenditure in a form of a grant that Is not permitted in terms of the Municipal
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Finance Management Act (Act No. 56 of 2003). Unauthorised expenditure Is accounted for as an
expense in the Statement of Financial Performance and where recovered, i Is subsequently
accounted for as revenue in the Statement of Financjal Performance.

24, IRREGULAR EXPENDITURE

Irregular expenditure is expenditure that Is confrary to the Municipal Finance Management Act (Act
No. 56 of 2003), the Municipal Systems Act (Act No. 32 of 200), the Public Office Bearers Act, and
{Act. No. 20 of 1998) or is in contravention of the Municipality's Supply Chain Maragement Palicy.
Irregular expenditure excludes unauthorised expenditure. Irregular expenditure is accounted for as
expenditure in the Statement of Flnanclal Performance and where recovered, it is subsequently
accounted for as revenue in the Statement of Financiat Performance.

25. FRUITLESS AND WASTEFUL EXPENDITURE

Fruitfess and wasteful expenditure is expenditure that was made in vain and could have been

avoided had reasonable care been exercised. Fruitless and wasteful expenditure is accounted for

as expenditure in the Statement of Financial Performance and where recovered, it s subsequently
accounted for as revenue in the Statement of Financial Performance. . ' '

26. CONTINGENT LIABILITIES

Contingent liabilitles existent at the reporting date Include housing loan guarantees lssued by
arrengement with Councli's bankers,

27. AMENDED DISCLOSURE POLICY

Amendments to accounting policies are teported as and when deemed nscessary based on the
televance of any such amendment ta the format and presentation of the financlat statements.
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3 Expendifure Management
7.4. Withdrawals
7.5. Debt
7.8. Cash Flow Budget
7.7. Working Capital Management

8. INVESTMENTS
8.1,  Investment Management
8.2.  Investment Ethics
8.3.  Investment Objectives

© 8.3.1. Security
8.3.2. Liquidity
8.3.3. Yield

84.  Types of investment Accounts
85.  Approved Investments
8.6. Qualified Institutions
8.7. Investment Diversification
8.8. Competitive Selection of Bids or Offers
89. Commissions or Costs
810, Performance
814, Forbidden Acdtivifles
8.12. Reporting

9. REVIEW OF THE POLICY
ANNEXURE A: PARAPHRASE OF REQUIREMENTS OF MUNICIPAL FINANCE

MANAGEMENT ACT, NO 56 OF 2003
11. ANNEXURE B: CODE OF PRACTICE IN REGARD TO PAYMENTS, REVENUE

COLLECTION AND STORES

1. INTRODUCTION

in terms of Section 13(2) of the Local Government: Municipal Finance Managemerit Act,
2003 (Act No.56 of 2003)"(The Act)’, the municipality must establish an appropriate and
effective cash management and investment policy with the implementation date being 1
July 2004. The policy must comply with any prescribed framework, which framework was
issued by the Minister of Finance by means of Regulation R 308 of 1 Aptil 2005 as
gazetied In the Government Gazette No 27431 of 1 April 2005.

The municipality shall at all times manage its banking arrangements and investments and
conduct its cash management policy in compliance with the provisions of and any fuither
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prescriptions made by the ‘Minister of Finance in terms of the Municipal Finance
Management Act No. 56 of 2003.

. SCOPE

In order to ensure sound and sustainable management of the cash resources of the
munlcipality this policy addresses all principles and processes involved in cash
management and investrents and includes:.

The chjectives of the policy;

Standard of care;

Delegation of authority;

Management and internat controf procedures; :
Cash flow budgeting; . 7
Receipting and banking of cash; (j)
Payments; _

Short and long term debt and debt restructuring;

Investment ethics, principles and practices;

Reporting and monitoring requirements;

performance standards and measurament;

Review of the policy.

4 6 6 s o © 0 & 0 © 6 &

 OBJECTIVES

The objectives of the policy are to ensure optimal performance with the least possible risk,
in managing and investing the cash resources of the municipality and to ensure
fransparency, dccountability and appropriate fines of responsibility in the process.

 STANDARD OF CARE

Each functionary In the cash management and investment process must do so with such C)
judgment and care, under the prevailing circumstances, as @ person of prudenge, <
discretion and intelligence would exercise in the management of his or her own affairs and
with his or her primary regard being fo the probable safety of his or her own capital, in the
secand instance to his or her liquidity needs and Jastly to the probable income derived.

Speculation may not be undertaken in any of the processes.

. DELEGATION OF AUTHORITY

The management of all the cash resources of the municipality Is the responsibifity of the
Municipal Manager wha must, for the proper application of this policy, develep an
approptiate system of delegation that will both maximise adminisirative and operational
efficiency and provide adequate checks and balances in the management of the cash
resources.
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The Chief Financial Officer, as designated in writing by fhe Municipal Manager, must
advise the Municipal Manager on the exercise of the powers and duties with regards to this
policy and must assist the Municipal Manager in the administration of the cash resources,
the bank accounts and the investment accounts. The Chief Financial Officer may not sub ~
delegate the duty to assist the Municipal Manager in the-administration of the municipality's
bank and investment accounts.

The delegation to withdraw money from the munlcipality's bank or Investment accounts
may only be given to the Chief Financial Officer or any other senior finanélal officer as
determined, in. wiiting, by the Municipal Manager - -and of which a copy, signed by the
Municipal Manager, must be kept with the official set of delegations of the municipality.

The Municipal Manager may not delegate any power or duty In the administration of the
muhicipality’s cash resources to a political structure or councilor and no councllor Is

aliowed to interfere or attempts to Interfere in the management of the municipality's cash

resources.

Any delegation by the Municipal Manager in terms of this policy:

o Must be in writing :

o |ssubject to any limitations and conditions as the Municipal Manager may impose

o May either be to a specific individual or to the holder of a specific post in the
municipality and may not be to a committee of officials

o Does not divest the Municipal Manager of the responsibility concemmg the exsrcise of
the delegated power or the performance of the delegated duty.

The Municipal Manager may confirm, vary or revoke any decisions taken in consequence
of a delegation or sub — delegation in terms of this policy, but no such variation -or
revocation of a decislon may detract from any rights that may have accrued as a result of
the decision.

For the application of this policy any referral to “Municipal Manager” also means "Any other
person acting under a delegated power or performs a function delegated by the Municipal
Manager” in terms of paragraph 5.

. MANAGEMENT AND INTERNAL CONTROL PROCEDURES

The Municipal Manager, assisted by the Chief Financial Officer, must take all reasonable
steps to ensure:

s That the municipality has and maintains a management, accounting and Information
system that accounts for all bank and investment accounts, receipting, withdrawals,
cash management and investment transactions

e That, in the case of investmerits, such investments are valued in accordance with
standards of generally recognised accounting practices

o That, inthe case of investments, revenue due is calculated on a monthly basis
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ACCOUNTING POLICY FOR JOHN TACLO GAETSEWE DISTRICT MUNICIPALITY

o That the municipality has and maintains & system of Intemal control over its bank
and investment accounts, receipting, withdrawals, cash management and
investment transactions '

The Internal Audit unit must advise the Municipal Manager and evaluate and report on
gompliance with the above, at least on an annual basis.

7. CASH NMANAGEMENT
7.4. BANKACCOUNT ADMINISTRATION

The Municipal Manager is responsible for the administration of the municipality’s
bank accounts including the opening of the bank accounts, the designation of the
primary bank account and all banking and withdrawal procedutes. The bank
account may only be maneged in accordance with any auditing requirements as
well as any legal requirements including as prescribed in-the Local Government:
Municipal Finance Management Act, 2003 and in particular Chapter 3 of the Act as

well as section 64 of the Act.

The Municipal Manager may delegate the dutles of the administration of the bank
accounts as per paragraph 5 of this policy.

7.2. RECEIPTING WMANAGEMENT

The Municipal Manager Is responsible for the administration of all receipting
procedures and must take all reasonable steps to ensure receipting Is being
managed in accordance with any auditing requirements as well as any legal
requirernents Including as prescribed in the Local Government; Municipal Finance
Management Act, 2003 and in particular Section 64 of the Act.

The Municipal Manager may delegate the duties of recelpting as per paragraph 5 of
this policy.

7.3. EXPENDITURE MANAGEMENT
The Municipal Manager is responsible for the administration of all expenditure
procedures and must take all reasonable steps fo ensure expenditure is belng
‘managed in accotdance with any -auditing requirements as well as any legal

requirements including as prestribed in the Local Government: Municipal Finance
Management Act, 2003 and in particular Sectlon 65 of the Act.

The Municipal Manager may delegate the duties of expenditure as per paragraph 6
of this poficy.

7.4. WITHDRAWALS
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The Municipal Manager Is responsible for the administraion of all withdrawals
procedures and must take all reasonable steps fo ensure withdrawals are being
managed in accordance with any audifing requirements as well as any legal
requirements including as prescribed in the Local Government: Municipal Finance
Management Act, 2003 and in particular Section 11 of the Act.

The Municipal Manager may delegate the duties of withdrawals as per paragraph 5
of this policy.

DEBT

In order to ensure adequate cash — flow the municipality may incur shorbterm debt
for operational or capital expenditure — of long term “debt for only capital

.expenditura. provided that the Council approves all debt agreements, the Mayor
must sign the resolutions approving the debt agreements and the Municipal

Manager signed the debt agreements.

The municapality Is, In terms of Section 46(5) of the Local Government: Municipal
Finance Management Act, 2003, allowed refinancing its long — term debt for the
purpose of saving on the cost of debf, The Municipal Manager must, for this
purpose, at least annually and as part of the budget process evaluate and report fo
the Councif on the cost of existing debt and whether re-financing such debt will be

__beneticial to the municipality. As part of the evaluation the Municipal Manager must

determine the types of repayments and whether bullet payments at the end of the
debt perlod and the reasonably determined nett cost thereof will not be more
beneficial to the Coungil if the repayments are nvested in sinking funds and the
reasonable projected yield on the investments are being brought Into account.

The Municipal Manager is responsible for the administration of all debt procedures
and must take all reasonable steps to ensure debt is being managed in accordance
with any auditing requirements as well as any legal requirements including as
prescribed in the Local Government: Municipal Finance Management Act, 2003 and
in particular Chapter 6 of the Act,

The Municipal Manager may delegate the dutres of debt management as per
paragraph 6 of this policy.

CASH FLOW BUDGET

In order to ensure that the municipality has sufficient cash available to comply with
the miuniclpality’s commitments to its lenders, creditors, statutory payments and any
other commitments, it is necessary to annually compile and stbmit to Council, as
part of the budget documentation, a cash-flow projection for the budget year by
revenue-sourcs, broken down per month,

WORKING CAPITAL MANAGEMENT
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The Municipal Manager must take all reasonsble steps to ensure that the
municipality obtains maximum performarice on its assets and for this purpose the
working capital of the municipality must as far as possible be managed fo the
maximum benefit of the municlpality.

An acceptable level for the Working Capital Reserve is 2:1 or beiter and the
Municipal Manager must take ali reasonable steps to ensure that the level Is being
maintained. In calculating the level, outstanding debtors for a period longer than 90
days as well as any unutilised conditional grants and allocations must be deducted
from the current assets and liabllities and inventories must be brought into account
at the lower of cost and nett realisable value. The exercise o provide fora sufficlent
level of working capital must be done as part of the budget process in order fo

budget accordingly.

in order fo achieve the objectives of Working Capital Management inventory levels
for own use must be kept as low as possible, creditors rmust be paid within 30 days
of date of receipt of Invoice or statement, whichever is the latest or applicable but as
late as possible but with due regards fo possible discounts ot offer and all steps,
consistent with: the Council's Credit Contral and Debt Collection Policy, must be
taken to recover moneys due tothe municipality.

The Municipal Manager must, as part of the monthly reporting to the Mayor within
10 working days of the end of each: month, report on:

o The combined nett balance of the pank and Investment accounts of the
municipality excluding any balances of unutilised conditional grants, trust moneys
kept in accordance with trust deeds, Sinking Fund nvestments made in
accordarice with any loan- or other agreements with investorsflenders, other
conditional funds for which moneys were recelved in accordance with Section 12
of the Act, Debt Guarantee Reserve Funds and other cash- backed funds for
which spending authority must be obtained from other persons or spheres of
government.

» Whether the above nett balance is sufficlent to make 3 payment of at least 2% of
the operating budget of the municipality.

o Whether all commitments and accounts had and can 'be paid on time from the
nett balance above and nett reafisable accounts receivable. '

o Whether there is a nett outflow of cash not in accordance with the cash-flow
" budgst.

s Whether all of the above might cause a financial problem on which the Mayor
must act in accordance with the provisions of the Act.

O
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The Mayor must, within 30 days of the end of each quarter, report to the municipal
councll on the above, and, in the case of identifying a financial problem, promptly
inform the council and act in accordance with the provisions of the Act.

The Municipal Manager may delegate the duties of working capital management as
per paragraph 5 of this policy.

8. INVESTMENTS
8.1, INVESTVENT MANAGEMENT

The Municipal Manager is responsible for the administration of all nvestment
procedures and must take all reasonable steps fo ensure investments are being
managed In accordance with any auditing requirements as well as eny legal
requirements including as prescribed in the Local Government: Municipal Finance
Management Act, 2003 and in particular Section 13 of the Act.

The Municipal Manager may delegate the duties of investments as per paragraph 5
of this policy.

In order to ensure that the Munlcipal Manager or any person delegated in terms of
paragraph 5 complies with this policy in terms of investments and to capacitate the
municipality further, the Municipal Manager may contract an [nvestment Manager

- who Is a natural person or legal entity that is a portfolio manager reglstered in terms
of the Financial Marksts Control Act (Act No. 55 of 1989) and Stock Exchanges
Control Act (Act No. 1 of 1985). The Investment Manager must advise the Municipal
Managder or delegated officials on investments and may manage investments on the
municipality’s behalf, subject to any conditions and controls the Municipal Manager
may determine. .

8.2. INVESTMENT ETHICS

All furictionaries in the investment management process must act with fidelity,
honesty, integrity and In the best Interest of the municipality and must seek, within
the spheres of influence of the functionaties, fo prevent any prejudice fo the
investments of the municipality.

No functionaries in the investment management process may use their position or
privileges of, ot confidential Information obtained as, functionary in the process for
perso'na! gain or to improperly benefit another person.

No person contracted by the municipality for the purpose of investments or no
person submitling quofes, blds or any other means of competlfive submissions
may, either directly or through a representative or intermediaty promise, offer or
grant any reward, gift, sponsorships, loan, bursary, favour or hospitality fo—
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= Any official, spouse or close family member of such official or spouse;
» Any councilor, spouse or close family member of such councilor ar spouse.

The Municipal Manager must prompfly report to the Mayor and Natlonal Treasury's
any afleged confravention of the above and may make recommendations as to
whether the alleged offending party should be listed on the National Treasury
database of persons prohibited from doing business with the public sector. Any
such report by the Municipal Manager must give full details of the alleged breach
and a written response from the alleged offending parly, as well as proof that the

-alleged offending party received the allegations In writing and were given at least 7

(seven) working days to respond, in writing, to the allegations.

Any sponsorship promised, offered or granted to the municlpality must promptly be
disclosed to the National Treasury.

INVESTMENT OBJECTIVES
8.3.1. SECURITY

The first and foremost ohjective for investments is the preservalion and
safety of the principal amount invested. It is a requirement of this
municipality that investments may only be made with institutions with a
credit — worthy rating of A 1 and better. Any investments made must be
liquidated immediately if an institution’s credit — worthy rating falls below
the tevel of A 1.

B.3.2. LlQuIBITY

The cash — flow budget must be used as an insfrument In determining
liquidity needs. Other factors such as. the payment runs for creditors,
dates for salary and statutory payments and dates for debt repayments
must also be brought into account fo ensure cash requirements, and
resultant Investment periods, are beirig calculated to such an extent that
maximum yield on surplus cash can be obtained. '

83.3. VYIELD

It is necessary to ensure optimal yield on the municipalify's investments,
but a higher vield should never increase the risk of preservation and safety
of the pilncipal amount invested or not meeting cash — flow requirements,
Where an instifuion has a sudden increase above ‘the average rnarket
Increase in investment returns, the Municipal Manager must deteriine
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whether the institution is in liquidity or financial problems, and in such an
instance liquidate the investments with such an instifutlon as scon as
possible.

TYPES OF INVESTMENT ACCOUNTS
The following cash — backed investment accounts should be establishied:

‘General surplus cash

Asset financing reserve fund

Accumulated leave fund

Trust furids where a trust- deed exist

“Allacation * funds as described in Section 1 of the Local Government: Municipal
Finance Management Act, 2003, but excludes the equitable share
Sinking funds, if applicable

Debt guarantee reserve fund, If applicable

Post retirement benefits funds

Self —insurance reserve

Housing development funds

o 0 o 6 o

¢ & 0 o O

Where a Trust Deed prescribes how the frust money Is fo be invested, the
prescriptions in the Trust Deed will prevall over this policy.

It is a general principle, the higher the investment the better the yield, and for this
purpose the Municipal Manager should combine as much cash allocated to the
above funds as possible, and Invest it together. Yield should then be allocated
according to the capital of the individual cash — backed funds, through the
Statement of Financlal Performance.

APPROVED INVESTMENTS

Investments should be structured according to the best vield available and the
fiquidity needs of the municipality. This can include Call Deposits, Fixed Term
Deposits and Endowment Policies for the purpose of Sinking Funds only. Sinking
funds must be created for the purpose of bullet - payment foans and to provide for
future commitments such as building -enough cash fo be able to cover post -
retirement benefits in full.

QUALIFIED INSTITUTIONS

It is -of utmost imporlance that the investments only be plaged with credit — worthy
institutions approved by with a credit - rafing of A 1 and better.

The following investments are permitted:
o- Securities Issued by National Government
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« Listed corporate bonds with an Investment grade rating from a nationally or an
internationally recognised credit rating agency :

o Deposits with banls registered in terms of the Banks Act, 1990 {Act 94 of 1990)

» Deposits with the Public Investment Commissioners as contemplated by the
Public Investment Commissioners Act, 1984 (Act 45 of 1984)

o Deposits with the Corporation for Public Deposits as contemplated by the
Corporation for Publlc Deposits Act, 1984 {Act 46 of 1084)

» Banker's acceptance ceriificates or negotiable cerlificates of deposit of banks
registered in terms of the Banks Act, 1990 (Act a4 of 1990)

« Guaranteed endownent policies with the intention of establishing a sinking fund

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

o Municipal Bonds issued by the municipality

o Any other as might be approved by the Minister of Finance

INVES TMENT DIVERSIFICATION

Without limiting the Municipal Manager to any specific amount or percentage of
investments, it is hereby established that investments made by the municipality

should be diversified as much as possible between different institutions, maturity -

dates and types, but nothing prevents the Municipal Manager from investing more
cash with an institution than by another institution with due regards to the standard
of care and objeclives set In this policy.

The Municipal Manager may delegate the duties of investment diversification as per

paragreph 5 of this policy.

COMPETITIVE SELECTION OF BIDS OR OFFERS

In establishing where investments must be mads, at feast 2 (two) written quotations
must be obtained by the Municipal Manager from any of the institutions listed in
paragraph 8.6 abovs. The Municipal Manager may not divulge Interest rates to
other institutions during the quotation process. if Investmenis Managers use
treasury desks for the purpose of obtaining quotations, the quotations, with a wiitten

‘reason why a specific institution was chosen if the yield Is lower than that of ancther

institution, must be forwarded to the Municipal Manager, who must evaluate the
reasons and issue such instructions as deemed hecessaty.

The Municipal Manager may delegate the duties of compelitive selection of bids or
offers as per paragraph 5 of this policy.

COMMISIONS OR COSTS

O
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8.10.

8.11.

8.12.

No commission for investments made or refetred is payable to an official or
councilor, or spouse, business partner or close family member of an officlal or
councilor by an institution or investment manager.

Any commissions, other rewards or costs paid fo an investment manager by an
institution must be declared fo the municipality by the institution and investment
Manager by way of certificates. Any quotation given to the muntctpahty by an
instituion or Investmenf Manager must-be net of costs, rewatds or commissions,
but must also indicate the commissions, rewards or costs which will be paid in
respect of the investments:

PERFORMANCE

The Municipal Manager must annually measure and repott to the Council on the
performance of It's:

o Investments In terms of the stipulated objectives of this policy
o Investment Managers in terms of the stipulated objectives of this policy

The measurement must be done by way of taking into consideration the
performance of surrounding municipalities on its investments.

No investments may be made other than in the name of the municipality

Money may not be borrowed far the purpose of investments

No person, Including officlals and councilors, may interfere or aflempts to
interfere in the management of investments entrusted to the Municipal Manager
or persons delegated by the Municipal Manager Including with the Investment
Managers.

o No investments may be made other than be denominated in Rand and which is

not indexed to, or affected by, any fiuctuations in the value of the Rand against
any foreign currency.

REPORTING

The Munlclpal Manager must, In addition to the reparting in paragraph 7.7 abave,
within 10 working days of the end of each month submit to the Mayor a report
deseribing in detail the investment portfolio of the municipalily as at the end of the
month,

The report referred to above must contain at least a statement, prepared in
compliance with generally accepted municipal accounting principles, as amended
from time to time, that gives the

« Beginning market value of each investment for the month
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o Additions and changes to the invastment portfolio for the month

o Ending market value of each investment for the month

o Fully acciued interestfyield for the month including interestiyleld capitilised or
paid out

The Municipal Manager, in making investments, must remind the relevant
institutions of the institutions’ legal reporting responsibilities in terms of Section 13
{3) and 13 (4) of the Local Government: Municipal Finarice Management Act, 2003
and must get a cerfificate from the institutions that the institutions will comply with
the Act. A single certificate per institution for any current and future investments
may be obtained and must be kept on the municipality's Investment file.

The Municipal Manager may delegate the duties of reporting as per paragraph 5 of
this policy.

9. REVIEW OF THE POLICY

This Cash Managsment and Investment Policy is "the sole policy governing cash
management and Investments in the municipality. Any reviews fo this policy must be
approved by the Municipal Couneil.

The Mayor must submit any proposed changes o this policy to the Council as part of the
annual review of pelicies submitted with the budget documentation.

Whenever the Minister of Finance or the ‘National Treasury or the Auditor-General
requires changes to the policy by means of legistation or requests it should be reviewed
promptly in accordance with such requirements, giving full detalls of the reasons for the
revision.

ANNEXURE A: PARAPHRASE OF REQUIREMENTS OF MUNICIPAL FINANCE
MANAGEMENT ACT, NO 58 OF 2003

Note: In terms of Section 60(2) of the Municipal Systems Act No. 32 of 2000 the council may
delegate the authority to take decisions on making invesiments oh behalf of the municipality
only to the executive mayor, executive commitieeor chief financial officer. The foregoing
policy is based on the assumption that such authority has been delegated to the chief financial
officer. The chief financial officer shall at all imes manage the investments in compliance with

. the provisions of and any further prescriptions made by the Minister of Finance in terms of the

Municipal Finance Management Act No 56 of 2003,
SECTION 7: OPENING OF BANK ACCOUNTS

Every municipality must open and maintain at least one bank account. This bank account
must be in the name of the municipality, and all monies received by the municipality must be
paid Into this bank account or accounts, promptly and in accordance with any requirements
that may be prescribed.

O
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A municipality may not open a bank account:

o otherwise than in the name of the municipality;
o abroad; or .
e  with an instifution not reglsterad as a bank in terms of the Banks Act 1990.

Money may be withdrawn from the municipality's bank account only in accordance with the
requirements of Section 11 of the present Act,

SECTION 8: PRIMARY BANK ACCOUNT

.Every municipality must have a primary bank account, and if the municlpality has only one
/bank account that account is Its primary bank account. If the municipality has more than one
bank account, it must designate one of those bank accounts as its primary bank account.

The following must be paid info the municipality's primary account:

all allocations to the municipallty;
» all income received by the municipalily on its investments;
o all income teceived by the municipality in connection with its interest in any municipal
entity; — e,
o all money collected by a municipal entlty or other external mechanism on behalf of the
municipality, and;
o any other mohles as may be prescribed.

The accounting officer of the munic{pality must submit to the national treasury, the provincial

treasury and the Auditor-General, in writing, the name of the bank where the primary bank

account of the mumcspa{lty Is held, and the type and number of the account. If the municipality

“wants to change lts primary bank account, it may do so only after the accounting officer has
“nformed the national treasury and the Auditor-General, in writing, at least 30 days before

making such change.

SECTION 9: BANK ACCOUNT DETAILS TO BE SUBMITTED TO PROVINCIAL
TREASURIES AND AUDITOR-GENERAL

“The accounting officer of the municipality must submit ta the provincial treasury and to the

Auditor-Generalf, in writing, within 90 days after the municipality has opened a new bank
account, the name of the bank where the account has been opened, and the type and number
of the account; and annually, before the start of each financial year, the name of each bank
where the municipality holds a bank account, and the type and number of each account.

SECTION 10: CONTROL OF MUNICIPAL BANK ACCOUNTS
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The accaunting officer of the municipality must administer all the municipality's banl accounts,
is accountable to the municipal council for the municipality’s bank accounts, and must enforce
compliance with Sectlons 7, 8 and 11 of the present Act. _ .

The accounting officer may delegate the duties referred to above only to the municipality's
chief financial officer. '

SECTION 11: WITHDRAWALS FROM MUNICIPAL BANK ACCOUNTS

Only the accounting officer of the chief financlal officer of the municipality (présumably where
this power has been appropriately delegated), or any other senior financial official of the
municipality acting on the written authority of the accounting officer, may withdraw mohey or
authorise the withdrawal of raoney from any of the municipality's bank accounts. Such
withdrawals may be made only to: '

o defray expenditure appropriated in terms of an approved budget;
° defray expenditure authorised in terms of Section 26(4) (this Section deals with situations
in which the budget was not timeousty -approved, and the province has been compelled
to intervene); .
defray unforeseeable and unavoidable expenditure authorised in terms of Section 28(1);
-in the case of a bank account opened Th feirhé of Section 12, make payments frdni the
_ account in accordance with Section 12(4), : ,
@ pay aver {o & person or organ of state money received by the munlicipality on behalf of
such person or organ of state, including money collected by the municipality on behalf of
such person or organ of state” by agreement, or any insurance or other payments
received by the municipality for such person or organ of state,
refund money Incorrectly paid into a bank account;
refund guarantees, sureties and security deposits;
make investments for cash management purposes in accordance with Section 13;
defray increased expenditure in terms of Section 31; or
for such other purposes as may be prescribed.

P & 9 6 0

(Note that Section 11(1) does not expressly: provide for the withdrawal of monles to pay
creditors, where the relevant obligations arose in terms of the previous budget; to repay loans;
ar to repay consumer deposils).

Any authorisation to a senior financial official to withdraw money or to authorise the withdrawal
of money from a bank account must be in accordance with the framework as may be
prescribed. The accounting officer may not authorise any officlal other than the chief financial
officer to withdraw money or fo authorise the withdrawal of meney from the municipality's
primary bank aceount if the municipality has a primary bank account, which is separate from its

other bank accounts.

The accounting officer must, within 30 days after the end of each quater, tahle In the council &
consolidated repart of all withdrawals made other than withdrawals to defray expenditure

O
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- -appropriated In terms of the approved budgst, and submit a copy of the report 1o the relevant
provincial treasury and the Auditor-General. ,

SECTION 12: RELIEF, CHARITABLE, TRUST OR OTHER FUNDS

No political structure or office bearer of the municipality may set up a relief, charitable, frust or

other fund of whatever description, exceptin the name of the municipality. Only the municipal

manager may be the accounting officer of any such fund.

A municipality may open a separate bank account in the name of the municlpality for the
purpose of such relief, charitable, tiust or other fund, Money recefved by the municipality for

the purpose of such fund must be paid into the bank account of the municipalily, or If a

separate bank account has been opened for such fund, into that account.

.. o~~ Money In a separate account opened for such fund may be withdrawn from the account
. without appropriation in terms of the approved budget, but only by or on the written authority of
the accounting officer, acting in accordance with decisions of the council, and for the purposes
for which, and subject to any conditions on which, the fund was establishied or the money In
the fund was donated.

SECTION 13: GASH MANAGEMENT AND INVESTMENTS

The Minister, acting with the concutrence of the cabinet member responsible for local
government, may presciibe a framework within which municipalities must conduct thelr cash
‘management and Investments, and invest money not immediately required.

A municipality must establish an appropiiate and effective cash mansagement and investment
policy in accordance with any framework that may be so prescribed.

A bank where the municipality at the end of the financial year holds & bank account, or held a
bank account at any time during such financial year, must, within 30 days after the end of such
-~ ~financial year, notify the Auditor-General, in writing, of such bank account, indicating the type
A~ and number of the account, and the opening and closling balances of that account in that
financlal year. The bank must also promptly disclose any Information regarding the account
when so requested by the national treasury or the Auditor-General,

A bank, insurance company or other financial institution which the end of the financial year
‘holds, or at any time duting the financial year held, an Investment for the municipality, must,
within 30 days after the end of that financial year, riotify the Auditor-General, in writing, of that
investment, including the opening and closing balances of that investment in that financial
year. -Such institufion must also promptly disclose any information regarding the investment
when so6 requested by the national treasury or the Auditor-General,

SECTION 17: CONTENTS OF ANNUAL BUDGETS AND SUPPORTING DOCUMENTS

The following documents must accompany each tabled draft annual budget (inter alia):
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o @ projection of cash flows for the budget year by revenus source, divided info calendar

months B
® particulars of the municipality's investments.

SECTION 22: PUBLICATION OF ANNUAIL BUDGETS

The accounting officer must make public, immediately after a draft annual budget is tabled, the
budget itself and all the prescribed supporting documents, and invite comments from the local
community in connection with such budget (and dosuments).

SECTION 37: PROMOTION OF CO-OPERATIVE GOVERNMENT BY MUNIGIPALITIES

in order to enable municipalities to include allocations from other municipalities in their budgets
and to plan effectively for the spending of such allocations, the accounting officer of every
municipality responsible for the transfer of any allocation to another municipality, must, by no
later thany 120 days before the start of its budget year, notify the receiving municipality of the
.projected amount of any allocation proposed to be transferred fo that municipality during each
of the next 3 financlal years. '

SECTION 45: SHORT-TERM DEBT

The municipality may Incur shori-term debt only in accordance with and subject to the
provisions of the present Act, and only when necessary o bridge shortfalls within a financial
year during which the debt is incurred, in expectation of specific and realistic income to be
“recsived within that financial year; or fo bridge capital needs within & financial year, to be
vepaid from specific funds to be received from enforceable allocations or long-term debt

commitments.

The councll may approve a short-term. debt transaction individually, or may approve an
agreement with a lender for a short-term credit facility to be accessed as and when required,
including a line of credit or bank overdraft facility, provided that the credit limit must be
specified in the resolufion of the council; the terms of the agreement, including the credit imi,
may be changed only by a resolution of the council; and If the councll approves a credit facitity
limited to emergency use, the accounting officer must notify the council in writing as soon as
practicable of the amount, duration and cost of any debt incurred in terms of such a credit
facility, as well as the options available for repaying such debt.

" “The municipality must pay off short-term debt within the financial year In which it was incurred,
and may not renew or refinance short-term debt, whether its awn debt or that of any municipal
entity, where such renewal or refinancing wilt have the effect of extending the short-term debt

into @ new financlal year.

SECTION 46: LONG-TERM DEBRT

A municipality tay Incur long-term debt only in accordance with and subject to any applicable
provisions of the present Act, and only for the purpase of capital expenditure on property, plant
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or equipment to be used for the purpose of achieving the objects of local government as set
out In Section 152 of the Constitution; or refinancing existing long-term debt subject to the
requirements of Section 46(5).

SECTION 47: COMDITIONS APPLYING TO BOTH SHORT-TERM AND LONG-TERW DERT

The municipality may incur debt oh!y if the debt is denominated in rand and is not indexed tg,
or affected by, fluctuations in the value of the rand against any foreign currency.

SECTION 84: REVENUE MANAGEMENT (EXCERPTS)

The accounting officer of the municipality is responsible for the management of the revenus of
... the munlcipality.

- The accounting officer, must, among other things, talke all reasonable steps to ensure that alf
money received is promptly deposited in accordance with the requirements of the present Act
into the municipality's primary and other bank accounts.

The accounting officer must also ensure that all revente received by the municipality, including
revenue received by any collecting agent on its behalf, is reconciled on at [east a weekly basis.

; The accounting officer mutst take all reasonable steps fo snsure that any funds collected by the
| = - ~municipalily. on-behalf of another organ of state are transferred to that organ of state at least
o a weekly basis, and that such funds are not used for purposes of the municipality,

SECTION 65: EXPENDITURE MANAGEMENT (EXCERPTS)

N The accounting officer of the municipality is responsible for the management of the
" expenditure of the municipality.

The accounting officer must take all reasonable steps to ensure, among other things, that
payments made by the munlcipality are made direct to the person to whom they are dus,
unless agreed otherwise for reasons as may be prescribed, and either electronically or by way
of non-transferable cheques, provided that cash payments and payments by way of cash
cheques may be made for exceptional reasons only, and only up to a prescribed limit.

The a‘écounﬁn‘g officer must also ensure that all money owing by the municipality is paid within
30 days of receiving the relevant invoice or statement, unless prescribed otherwise for certain
categories of expenditure.

The accounting officer must further ensure that the municipality’s available working capital Is
managed effectively and economically in terms of the prescribed cash management and
investment framewaork.
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ANNEXURE B: CODE OF PRACTICE IN REGARD TO PAYMENTS, REVENUE
COLLECTION AND STORES

1.  Payments

il

1.2

1.3

14

All payments, other than petfy cash disbursements, shall be made through the
municipality's bank account(s).

The chief financial officer shall draw all cheques on this account, and shall, In
consultation with the municipal manager and with due regard to the council's
policy on banking and Investments, determine the rules and. procedures relating
to the signing of cheques, and from time to time jointly with the municipal
manager decide on appropriate signatoties.

All requests for payments of whatever nature shall be submitted on payment
vouchers, the format of which shall be determined by the chief financial officer.
Such vouchers shall be authorised in terms of such rules and procedures as are
determined from time to time by the chief financial officer.

The maximum amount and nature of petty disbursements, where not covered by
the general buying procedures referred to in Section 2, shall be generally
determinied from-time to time by the chief financial officer. No cash float shall be
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1.6

2.2

I 5. W

2.4

3.1

3.2

3.3

operated without-the authority of the chief financial officer, who may prescribe
such procedures relevant fo the management of such float as are considered
necessary.

The chief financial officer shall be resparisible for the payment of all salaries and
remuneration benefits to employees and counciliors, and for the determination of
the payment system fo be used. .

Cash paymentsfwages of non-permanent employees shall be paid out by a
security firm registered with the appropriate regulatory body/s and to whom
sefvices Is acquired though the Supply Chain Management of the Municipality, A
proper agreement shall be entered into to regulate the services provided,

Revenue and Cash Collection

Every head of department shall be responsible for the collection of all monheys
falling within the ambit-and area of his or her designated functions.

The chief financial officer shall ensure that all revenues are properly accounted
for.

-The collectlon. of all arrear revenues and the control of arrear accounts shall be

co-ordinated by the chief financial officer in terms of any palicies determined by
the councll. If It is clear that any revenues are not recovered or likely to b
recovered after the necessary steps have been taken, the chief finandial officer
shall report the matter adequately and timeously to the accounting officer and
council.

The chief financial officer shall ensure that adequate provision Is maintained to
cover the writing off of irrecoverable revenues, having due regard to the councit’s
policy on rates and tariffs.

Barnking of Receipts

Guidelines and procedures for the banking of cheques and other receipts shall, if
necessary, be determined from time to fime by the chief financial officer.

Where applicable, evary head of department shall ensure that all revenues are
banked daily with the municipality's banker(s), or less frequently if so approved
by the chief financial officer.

Banking of receipts shall be handled by a security finm registered with the
appropriate regulatory body/s and from whom services is acquired through the

* “Supply Chain Management. A proper agreement shall be entered Into to regulate

the services provided.
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4.2

Cash Management

Cash Collection

All monies due to the municipality tust be collected as soon as possible, either
on or immediately after due dats, and banked on a daily basls. The monies
collected at Van Zylstus must be banked at least once a month.

The respactive responsiblfities of the chief financial officer and other heads of
departments in this regard is defined in a code of financial practice approved by
the municipal manager and the chief financial officer, and this code of practice is
aftached as Annexure Il to this policy. :

The unremitting support of and cormitment to the municipality's credit control
poficy, both by the council and the municipality's officials, is an integral part of
proper cash collections, and by approving the present policy the council pledges
itself to such support and commitment. .

Payments to Creditors

The chief financial officer shall ensure that all tenders and quotations invited by
and contracts entered into by the municipality stipulate payment ierms favourable

to the municipality, that Is, payment to fall due not sooner than the conclusion of

the monith following the month in which-a particular service is rendered o or
goods are received by the municipality. * This rule shall be departed from only
where there are financial incentives for the munlcipality to effect earlier payment,
and the chief financial officer shall approve any such departure before any
payment Is made. (Delegated by Accounting Officer to CFQ.)

In the case of srmall, micro and medium enterprises, where such a policy may
cause financlal hardship to the contractor, payment may be effected ai the
conclusion of the month during which the service is ‘rendered or within fourteen
days of the date of such service being rendered, whichever s the later. The
chief financial officer shall approve any such early payment before any payment
is made. (Delegated by Actounting Officer to CFO.)

Notwithstanding the foregoing policy directives, the chief financial officer shall

make full use of any extended terms of payment offered by suppliers and not
settle any accounts earlier than such extended due date, except if the chlef

financial officer determines that there are financial Incentives for the municipality

to do so. (Delegated by Accounting Officer to CFO.)

The chief financial officer shali not ordinarily process payments, for accounts
received, more than once in each calendar month, such processing to take place
on or about the end of the month concemed. Wherever possible, payments shall
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