MATATIELE LOCAL
MUNICIPALITY

MATATIELE

P .

CASH MANAGEMENT POLICY

NO 30 OF 2019/20
CR 683/30/05/2019

CLLR. MM MBEDLA
MAYOR

DR. DCT NAKIN
MUNICIPAL MANAGER



Authority

HOD Approval

MM Approval
Council Approval
Date of next Review

Approval of Policy

Please note that the implementation of the policy contained in this document is subject to
approval and signing off by all relevant Heads and/or Committees, including but not limited
to:

¢ Municipal Manager; and

e Municipal Council.

Policy on Cash Management effective 01 July 2019




Page
PART 1: OBJECTIVE 4
PART 2: EFFECTIVE CASH MANAGEMENT 5

2.2 Payments to Creditors
2.3 Management of Inventory
2.4 Cash Management Programme

Annexure 1:
PARAPHRASE OF REQUIREMENTS OF
MUNICIPAL FINANCE MANAGEMENT ACT NO. 56 OF 2003 9

Policy on Cash Management effective 01 July 2019




1 OBJECTIVE OF CASH MANAGEMENT POLICY

SAEE 15, a
therefore has an obligation to the community to ensure that the municipality’s cash
resources are managed effectively and efficiently.
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2 EFFECTIVE CASH MANAGEMENT
2.1 Cash Collection

All monies due to the municipality must be collected as soon as possible, either on or
immediately after due date, and banked on a daily basis.

The respective responsibilities of the chief financial officer and other heads of departments
in this regard are defined in a code of financial practice approved by the municipal manager
and the chief financial officer.

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

2.2 Payments to Creditors

The accounting officer must make sure that all money owing by the municipality be paid
within 30 days of receiving the relevant invoice or statement , unless prescribed otherwise

for certain categories of expenditure.-——

The chief financial officer shall ensure that all tenders and quotations invited by and
contracts entered into by the municipality stipulate payment terms favourable to the
municipality, that is, payment to fall due not sooner than the conclusion of the month
following the month in which a particular service is rendered to or goods are received by the
municipality. This rule shall be departed from only where there are financial incentives for
the municipality to effect earlier payment, and any such departure shall be approved by the
chief financial officer before any payment is made.

In the case of small, micro and medium enterprises, where such a policy may cause financial
hardship to the contractor, payment may be effected at the conclusion of the month during
which the service is rendered or within fourteen days of the date of such service being
rendered, whichever is the later. Any such early payment shall be approved by the chief
financial officer before any payment is made.

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 chief financial officer determines that there are
financial incentives for the municipality to do so.
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The chief financial officer shall 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 concerned. Wherever possible, payments shall be effected by means of electronic
transfers rather than by cheques.

financial officer, who shall be satisfied that there are compelling reasons for making such
payments prior to the normal month end processing.

After six months, cheques that have been issued but not yet cashed need to be written back
to either the vote it was issued or as unpresented if from prior year.

Cheques issued for deposit refund that becomes stale after six months will be written back
as unpresented cheques.

Unpresented cheques need to be followed up on an annual basis and re-issued if the is proof
that it is done so to the correct person.

For funds electronic transactions ( FET’s) batches from R1 to-R200-000;, all should-be-
authorised by any approved signatory below Chief Financial Officer and co-signed by the
Chief Financial Officer.

For funds electronic transaction (FET’s) batches from R200 001 and above al should be
authorised by the Chief Financial Officer and co-signed by the Municipal Manager.

For all cheque payments above R200 000 should be and co-signed by the Chief Financial
Officer and the Municipal Manager respectively.

2.3 Management of Inventory

Each head of department shall ensure that such department’s inventory levels do not exceed
normal operational requirements in the case of items which are not readily available from
suppliers, and emergency requirements in the case of items which are readily available from

suppliers.

Each head of department shall periodically review the levels of inventory held, and shall
ensure that any surplus items be made available to the chief financial officer for sale at a
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public auction or by other means of disposal, as provided for in the municipality’s supply
chain management policy.
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2.4  Cash Management Programme

The chief financial officer shall prepare an annual estimate of the municipality’s cash flows
divided into calendar months, and shall update this estimate on a monthly basis. The
estimate shall indicate when and for what periods and amounts surplus revenues may be

applicable — either long-t m debt must be incurred. Heads of departments
shall in this regard furnish the chief financial officer with all such information as is required,
timeously and in the format indicated.

The chief financial officer shall report to the municipal manager and the executive
committee, on a monthly basis, and to every ordinary council meeting, the cash flow
estimate or revised estimate for such month or reporting period respectively, together with
the actual cash flows for the month or period concerned, and cumulatively to date, as well
as the estimates or revised estimates of the cash flows for the remaining months of the
financial year, aggregated into quarters where appropriate. The cash flow estimates shall be
divided into calendar months, and in reporting the chief financial officer shall provide
comments or explanations in regard to any significant cash flow deviation in any calendar
month forming part of such report.
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ANNEXURE I: PARAPHRASE OF REQUIREMENTS OF 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.

A municipality may not open a bank account:

° otherwise than in the name of the municipality;
° abroad; or
° with an institution not registered 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 municipality 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 into the municipality’s primary account:

° all allocations to the municipality;

® all income received by the municipality on its investments;

° all income received by the municipality in connection with its interest in any
municipal entity;

° all money collected by a municipal entity or other external mechanism on
behalf of the municipality, and;

° any other monies as may be prescribed.
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The accounting officer of the municipality 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 mummpahty is held, and the type and number of the

account. If the municipalit tsto ch

ury 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 to the provincial treasury and to
the Auditor-General, 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

The accounting officer of the municipality must administer all the municipality’s bank
accounts, is accountable to the municipal council for the municipality’s bank accounts,
and must enforce compliance with Sections 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 or the chief financial officer of the municipality (presumably
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 money or authorise the withdrawal of money from any of the municipality’s
bank accounts. Such withdrawals may be made only to:

Policy on Cash Management effective 01 July 2019




Matatiele Local Municipality 11

° 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 timeously approved, and the
province has been compelled to intervene):

J defray unforeseeable and unavoidable expenditure authorised in terms of
Section 29(1);
° in the case of a bank account opened in terms of Section 12, make payments

from the account in accordance with Section 12(4);

° pay over to a person or organ of state money received by the municipality 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;

J make investments for cash management purposes in accordance with
Section. 13; -

° defray increased expenditure in terms of Section 31; or

e for such other purposes as may be prescribed.

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

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 official other than
the chief financial officer to withdraw money or to authorise the withdrawal of money
from the municipality’s primary bank account 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 quarter, table in the
council a consolidated report of all withdrawals made other than withdrawals to defray
expenditure appropriated in terms of the approved budget, and submit a copy of the
report to the relevant provincial treasury and the Auditor-General.
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SECTION 13: CASH MANAGEMENT AND INVESTMENTS

The Minister, acting with the concurrence of the cabinet member responsible for local
government, may prescribe a framework within which municipalities must conduct their
nts, and invest money not immediately required.

A municipality must establish an appropriate and effective cash management 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 a 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 and number of the account, and the opening and closing
balances of that account in that financial 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’ruips‘t‘jt‘utio‘nHw‘hiﬁch at the end of the

financial year holds, or at any timewduring the financial year held, an investment for the
municipality, must, within 30 days after the end of that financial year, notify the
Auditor-General, in writing, of that investment, including the opening and closing
balances of that investment in that financial year. Such institution must also promptly
disclose any information regarding the investment when so requested by the national
treasury or the Auditor-General.

SECTION 64: REVENUE MANAGEMENT (EXCERPTS)

The accounting officer of the municipality is responsible for the management of the
revenue of the municipality.

The accounting officer, must, among other things, take all reasonable steps to ensure
that all 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 revenue received by the municipality,
including revenue received by any collecting agent on its behalf, is reconciled on at least
a weekly basis.
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The accounting officer must take all reasonable steps to ensure that any funds collected
by the municipality on behalf of another organ of state are transferred to that organ of
state at least on a weekly basis, and that such funds are not used for purposes of the
municipality.
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