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The ourrent Bnancial dispensation within the Loca! Govemment / Municps! Sactor in South Africs
nea placed great emphasis on the Flnancial Management of the Municipelty In compliancs with
the following lsglslgtion:

% The Municlpal Finence and &ﬁam&mem Act
%  The Local Government, Municipa! Systems Act
> Section 98: Debt collection responsibility of municipalities
A municipality —~
&} Must coliect sl money that 1s due and pavable to |, subject to this Aot and any other
spplicable lepgislelion: and
by For this purposs, must adopl, mainiain and Impiement & orstl comirol and daii
coliecion pofioy, which Is consistent with s rales and tanf policies and complies wib
. oroviglorns of thiz Ack,

4. Definitlons.

“Anknowladgement of debt” A ferm used to describe 8 document from which g Delior's

acknowiedgment of a daim or undertaking io pay 8 debi can be infarred, '

“Bad Debt” Money owsd 1o & person or Municipaiity by a Customer/Deblor that i Is unshle i

collect from the Debtor,

“Cash Flow” The level of money required by a Municipsiity o meet the cosis of &s nomal

tradingfoperating activity.

“Customer Voluniary Amangement -CVA™ A voluntery agreement for a Customer is a

procedure whereby a plan of recognition or composition in satisfaction of delds, is put forward to

Creditors and shareholders. Thers is limited invalvement by the Court and the schems Is under
. the control of & supervisor.

) “Gollection Commdssion™ Whan, by Judgment agresment, a debt fs payabis in Insigiiments,
thare iz 2 fee that sn stomey or registered hirt party debl oudlecior may chage move than the
mexdmun recoversble fes stipvlaied by lew being presendly 10% of the instaliment up to the
mssirnem of R250.00 (plus VAT per instgliment.

“Contrect™ An agresment sntersd inio by padtiss whe intend o bind thernselves thereby, Thers
must be consensus betegen ihe serties 35 o the materia! tenms of the contract.

“Cradi” Is the means by which an individugl or business may, In agreement with o oradi
granior, obizly ooods or servicss (o mnedlisie use and oey for such gﬁ@ﬁ@ or sarvics &t an
soresd fulure dals,
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“Craditor” The oerson o MunidpsBly that oroviiss goods, servioss, o fnence io 3
ustomenetior on e womise of repaymend of the cesh velee 1o the Orediior within ths
staied oredil peiod and sublssl © e orsdlt Tavs, A Crediior 8 8 pesordendiy o wham
money s dus end owing by g Dabiorn
“Credit approval” A tarm used when an aoplicent is sucoessiully ewarded credii,
*Cradii Burgau® A& Body providing oredit Information.
“Cradit confroller™ A parson who s responsible for the operstional Implemantstion of the
Credit Management and Credit Risk Management Policias in order to minimize the Business
Credit Rigk and to maximize the recovery of oradit sales ravenue as weil 83 monsy owad 1o the
Hunicipality by its Debtors,
*Orimninal Action® A legal grocesding whars the Stale prosecuies an Individust for sn ach o
oinission, which 18 punishabds Dy law.
“Dabt™ The value of goods, servicas or caplial (nduding infersst) that is cwsd by 3 Debltor o
the Cradiior.
Tebier® A Cusfomer whe purchases goods, services or capifal from 8 senvice providsr o
credit and therefore owes money to the service provider who becomes the Cregitor,
“Qarnishaa” A person {or Municipality) that you claim owes the Debior monsy. You can ofien
get the Cowrt to order the gamishees to pay vou instesd of the Debior,
“neolvency” Insolvency refers o a siats of financlal sffalrs whereby the liabiilties of an
individual or a business exosed their assatz, rendering the Individual or business unable o mest
- their financlal obligations. it is important to nofe thet Insclvency is a slate of affeirs and not &
legal condition, as Is the case with sequestration or liquidation.
“Laitar of Demand® An initial document Indicating the Plsintiffs clalm and consequences if ihe
Datfendant does not comply with his request.
“{_iabifity” A legal obligation or duty, an amount owad.
“Municipz! Systems Act” Refer to the Municipa!l Systems Act o of 2000,
*Public Finance and Mansgement Act” refer to the Pulblic Finance and Management Act no
of 2000, ’
“WMunicioel Structurss Act™ Refer lo the Loca! Sovararment: Municips! struciure Aot no 117 of
1998,
Cetegory © Municipality”
*Jurizdiction™ The ares in which the Municipalily has the powar/abillty to anforcs e Reglona!
Services Counclls Adt,
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“Reglons! Estahilshment Lavy” Masne, In ralation b any parson carving on of deemed o be
CETYEG On an enisrpriss within the region, a lewy celculated and cayaile n mighon o auch
anterprige in the mannsr determined by the Minister of Financs under section 120155, 2t = rals
from Ume tw tme determined by councl! estabileh for region with the concurrencs of the sald
Minister and which the seki Minister shall publish by notice In the Govemment Gazetis:
Provided that different rates may be so determined In respect of different categories of
enterprisa,

“Reglonal Bervices Levy™ Means a lovy calculated: (@8 on remunerstion as defined In
paragraph 1 of the Fourth Schedule to the Income Tax Act no 55 of 1962, but inciuding the
amounts refered to In peregraphs §), (V) and (i of thet definftion and excluding, n the case of
any farm lebourer whose cash remunerslion Is pavebie 2t s rate ot sxeseding the rats
conternplated Io the saig paragraph (), any amount comemplated in paregraph () of the
definition of ‘gross Income' in section 1 of that Aet, paid or payable by an empover i ihe
employses empioyed o deemed to be employed by hir within the reglon I question; and (&) In
the case of g person [other than a company) carrying on or deemed to Be camying on an
enterprisa In the region for his sole account or in partnership wiily ens or more other persons, on
his drawings in relation to such a erterprise; at g rate from; time o time determined by & councll
with concumence of tﬁe Minister of Finanos and which the said Minister shaill publish by notice
in the Government Gazette: Provided that different rates may be 80 delermined in respect of

different categoros of employees. ‘
“Reglonal Bervices Councll Act® The Regionai Seivices Council s Act no 109 of 19835,

4. Background, objects end applicsfion of this policy.
Z.1. Background

Thabo Mofutsanyana District Municipality was established in terms of notice (12} of the
Municipal Structures Act no. 117 of 1998 and Is categorised as a Category C Municipality.
The councif's sres of jurisdiction holudes the murnicipsi doundaries of the following six
municipalities: Maijhabeny, Masllonyana, Tokologe, Taessiopsie and Mala,

”f‘ha main scurce of revenue of g Category © Munizipaifly (District Municipaity) is regions!
esiablishment snd reglonal ssrvicss levies, witch sre determent it terms of the Reglons!
Servics Counclis Ant no. 109 of 1885, Thass levies ars pavable by enlsmiises opersting
within Councll's arsa of jurisdiclion 2s orescribed in fsrms of e Hpglonal Ssrvice Counlis
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The revenue sourcss of 3 Dl Municlpelity and the! of 2 Logs! Munidioelty e
substanialy ared therefors the comanis o the credt curidrel and debt oofection polioy for &
istrict Munleipstity will not stddrsss the folloeing:

s Credit agssssment - induding aonsumer deposhis

@ Termination of services or tha restriction of tha provision of sepvices

s Provision for indigent detdors

2.2. Object

The maln oblect of this pelicy 1s to ensure sffective and sfficient debt collection by the Thabo
Mofulsanyene Distrist Municipelily a5 presaibed In the Svstems Act, namsily o collect sl
monsy thai s due and payable to Thaho Wolulsanyans Distiot Municipality, subject o the
Sysiems Act and any other applicabie legisiation: and for this nurpase, adogt, mainisin and
implament this crecl onntro) snd debe colleciion poliny,

This policy will result in;

o Transparancy, accounizbliy and sound manageabliity of revenue collection, sredit
control and debt collection by Thabs dMofutsanyansa Disirie bunicipality

s Impreving cash fiows. |

o A guideline to officials, handiing credit controi: and debt eolisction,

2.3, Application of this policy

The application of this polioy Is to serve as a crest control and debt collaction policy. 1 is not
inended i replsce or imeroret any lsgisiation and/ or regulations, in the event of any
inconsistencies with other legislation and/or regulation thjs policy will not apply in that
particular instancs,

3. Tredit contrel and delit coliseiion padiy,

The Thabo Mofulssnyana District Munidipsily debiors nsn mainly be divided In free
calegories, namely Repional Servicss Councdl debdors, sundry debiors and gramis fom
nations! and provincial government, The nsad g distinguish between he thres etegorios
rezs from the differentiating procsdures o colled dabl of the above dablios respactively.
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3. Fegionsl Bervicss Counell Levy Dablors

e bn

Credit conirol and Debt cellection procsdurss

A regisiration form (RSCT), must be eompletad by aif lsvy payers who Is lisbls io pay lsvies to
the Thabo Mofutsanyane District Municipality in termns the Ragional Services Counclis Act.

The collection procedure iz based on a distinetlon between currert deblors and arrear
debtors,

An assessment Torm (RBC4) s sard fo 50 registered levy payers for the assessment period,
wihic can De either montbly, six monthly of annually respsciively. The sssessment musi ba
sompisted, retumed end peid on or before the 20% of the monih following the assessment
perdod. A raspite peded of £ days afier the due dede = sllowad,

Current Dediors are alj those debiors, who declars and pay their isvias within this period.

if @ debior falls to submit the R8CA and settie the gcoount within this pericd it bacomes a
aresr delitor and the Financs Manager must:
s Send a letier of request for payment o the dabior, if there is 2 devistion In the smour
declared on the R3C4 and the payment reseived,
o Send a final notice to the deblor to serve as a letier of demand for payment,
if deblor faills to pay on or before the dus date. The debtor has 7 days 1o
react un this letter of demand.
o Issue & summons, if the debior fails to pay within the due date of the letier
of demand and obitain s judgment from ths court.
o Hand the deblor's account over to councils legal representatives for
coliection if the debior still fails to pav.
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tadd mvine (RECH), with an sstimaied assessment saunt, o
Cagvoasnt B recelved, The RB08 fonns are send 0w svary

oty
o

Zerwl s ndlos of &

e delior, ¥ oo BS0s o
setand month, namely February, Aprd, Juns, August, Cclober and Decembar, Tha
RECE has a 30-day due day pericd. A respits period of § days afler the dus day is
aliowed. If the RECE Is recsived within this pericd, the estimated asssssment wili
lepse, on recaipt of the levy paver's actual figures.
o Debil the levy pavers account with the estimated assessment grmowt, fihe
debtor fails to submit the RSCS within the due dats,
o Bend a final notiea to the deblor to serve as s istter of derand for paymnent.
The debtor has 7 devs 1o react on this letter of demand. I the fesponsa on
the letier of demand i recsived within ihis perod, ‘e astimateg
esgossment will lspse on cecsiph of the lawy payers aclual flgurss, 3
sdminisiration fee of RS0.00 per assessmsnt pericd are payable with the
aotual spourt, '
o lahie @ summons, B ihe debitor fafls fo pey within the dus date of fie tafier
of deinand and obisin a judgment from the court.
o Hand the debfor's amcoouni over fo councii’s legal representatives for

coliection f the debior still fails to pay.

A debt collaciion firm is also sppoimed by councll, to treos and oollec: arraar dablor
accourts (which are overdue for mora than 90 davs) on s behalf.

3.2, Sundry Debtors

Samfiry debicis are all debiors that are not classified under the other two category debtors. In
most of the applicable casss a wiltten agresement will serve as the mmengnition of the debt by
the deblor. In the eveni of the non-exisience of 8 writien agresment, an agresment and
acknowlsdge of debt (specimen copy aitached as annexure A} must be completed by the
detdor,

A menthly statement is semt ot to the sundry debtor v which iz peyable by the dus dats. A
respite period of B days after the due date is aliowsd,



¥ the sundry deidor falls 1o pay within 542 sarod | bacomes 3 errgar gesior andd the Flnanes
faragsr must
»  Sent 2 final notice to the debior o servs 23 s iefler of demand for gayment. The deblor
has 7 days to raact on this letier of demand,
s {ssue 8 summons, If the debior fzils o Lay vwathin the dus date of the lstter of demand
and obtain g judgmen: from the court,
e Hand the deblor's acoount over io councie legal represeriativas for colisction if the
debtor stllf falls to pay.

‘3 4. Grards from Netions! and Provinclal Government

ey

A% 5000 as mmounts sre ideniified, as g grani fu Thabo MoTulsanvans Disido ?Jzun.c‘,,,mzq P

budget income and expenditure vois iz oreaied with the due amount, These volss are

ronfored and n the svent ¢ of paymens not recsived when dus the Finance Man g8t musi

Bend & reminder igtter o National/Provincial Goverrinent.

¢ Send 2 final notice tn ihe deblor 1o serve as a lstisr of demand for payment. The debior
has 7 days 10 resoct on this lefier of demand,

s Issue g 5ummms, if the debtor falls to pay within the dus date of the Isier of demand
and obtaln a judgment from the pourt, :

e Hand the debior's eccount over to council’s legal represeriaiives for collsciion i the

debior stili fzils to pay.

&

4, interest on armears.

Intsrest at & rate determined by Counail from time to ﬂme in terms of relevamn lagisietion wiii be
cﬁargw on all arrear debtors aocounis. '

5. Procaedures s ensure cempiiance with ‘Generzl Accepted Municipal Aceounting
Hracticag” fﬁ&?@m@}

The sccounting of debtors should he in compliance with GAMAP, Provision for bag daims i
mads 2t g reasongble perceniags of e -average oulstanding debiors per year,
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