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introduction

As trustees of public funds, Councillors and officials have an obligation to ensure that cash resources are managed as
effectively, efficiently and economically as possible. The Council of the Municipality has the responsibiity to invest
public funds carefully and has to report to the community In this regard. A comprehensive set of cash management
and investment policies is needed to accomplish this commitment. Proper policies and procedures will also improve
internal operations that may reduce the Municipality's cash management risks.

Objectives

The objectives of these policies are:

*  Toensure the effective, efficient and economical use of cash resources;

s Toemphasise a culture of accountability over the Municipality's cash;

»  Tospeed up Inflow and slow down outflow of cash and to keep cash secure at all imes; and

» To gain the highest possible retumn, without unnecessary risk, during periods when excess funds are not
being used.

e  To safeguard the Municipalities cost resources against theft or any fraudulent activities

Scope

These policies are established to guide officials on cash flow management. It should be applied in the treatment of all
cash and cash equivalents that belong to the Umjindi Municipality. It Is not a procedure or internal control manual.

Mandate

The Municipality must establish appropriate and effective cash management and investment policies in accordance
with the Municipal Finance Management Act.

Please note that these policies are subject fo legisiation and Council resolutions. These policies shall be reviewed on
an annual basis.



Delegation

In terms of section 60 of the Municipal Finance Management Act, 2003, the Municipal Manager is the accounting
officer of the Municipality. The Municipal Manager is therefore accountable for all transactions entered into by
designates. However, the Municipal Manager may delegate certain duties and tasks to designated officials, who would
be accountable to the Municipal Manager.

The Chief Financial Officer is responsible for establishing systems, interal controls, procedures, fraining and
awareness programmes 1o ensure sound cash management.

The overall responsibility of investments lies with the Municipal Manager. However, in terms of section 81 of the
Municipal Finance Management Act, the day-to-day handling of investments is the responsibility of the Chief Financial
Officer or delegates.



Part | - Cash management

Adequate and effective cash management is one of the main functions of the Chief Financial Officer and delegates.

Budgeting

Adequate and effective cash management requires proper budgeting practice:

s The Municipality shall keep a formal budgeting policy, approved by the Council;

s  Budgets shall be maintained in a manner prescribed by Chapter 4 of the Municipal Finance Management
Act, and

»  Cash flow forecasts shall be credible and consistent with the Integrated Development Plan and the annual
budget.

Receivables

Sound cash management requires that cerain policies and procedures be In place s0 as fo minimise the cost of
receivables. The costs include the cost of camying the receivables and the risk of failure to collect outstanding
balances.

The Municipality shall keep an effective system to achieve the following:
=  Keepan accurate updated record of recelvables that can be monilored daily;
»  Confrolling revenue; and

»  Collecting receivables timeously.

The Chief Financial Officer or delegate shall review the debt collection performance on a regular basis and ensure that
the Municipality adheres to its Performance Management System.



Cash collection

The Municipality shall maintain an effective system to ensure the following practices:

Receipts are issued for payments;

*  Recelpls are accurately recorded and controlled;

o  Cancelled receipts are controlled;

=  Conirol is maintained over manual receipt books, where applicable;

=  Records are archived for audit purposes;

=  (Cash are safeguarded and fraud prevented;

»  Postdated cheques are conltrolled, recorded and banked when due; and

«  Direct deposits are accurately and promptly recorded,

«  The Municipality has at least one bank account in its name;

=  Mew bank accounts are only opened if required;

* Al bank accounts held by the Municipality are accounted for in its accounting system;

= Al payments received by the Municipality are paid into its bank account or accounts, and this is done
promplly as prescribed by legislation; and

The accounting records are monitored on a daly basis and can be reconciled to the accounting system at
least on 8 monthly basis.



Payments

Sound cash management requires that certain policies and procedures will manage the trade credit to ensure that the
Municipality can maximise its cash balances at relatively no cost.

The Municipality shall maintain an effective payment system to ensure the following practices:

= All payments shall adhere to the Municipality's supply chain management policy,

+  Preventative maintenance shall be conducled to avoid increased fulure costs,

*  Wasteful and unnecessary expenditure shall be avoided;

s  Creditors shall be paid in line with budgets, cash flow forecasts and limils In terms of the delegation of
authority,

=  Payments shall only be made for services and goods once delivery has taken place;

e Supplier credit terms, including setilement discounts, shall be considered and uilised to the full by paying
on the due dale and not earlier;

=  Credit terms shall not just be accepted, but negotiated with suppliers on an ongoing basis, provided itis in
terms of Section 65(2)(e) and Section 99(2)(b} of the Municipal Finance Management Act, 2003; and

e  The Chief Financial Officer or delegate shall firsl approve a new supplier's terms or changes to current
suppliers' credit terms.

Inventory management

Sound cash management requires that the Municipality should avoid over-capitalising, while still ensuring efficient
service delivery.

The following practices shall apply with regard to inventory management:

=  The Municipality shall adhere to their supply chain management palicy;
*  [nventory shall be kept to the minimum level necessary for efficient programme delivery; and

*  The Municipality shall have an efficient inventory management system in place to ensure sound inventory
management.



Asset management

Assels shall only be acquired in conformity with proper budgeling practice, as mentioned under “budgeting” in this
document.

The Chief Financial Officer or delegate shall identify under-ufilised assets and consider disposing them, subject to
Section 14 of the Municipal Finance Management Act, 2003,

Debt

The Municipality may only incur debt in terms of the Municipal Finance Management Act, 2003, chapter & and with the
approval of the Council.

Short-term debt
The Municipality shall incur short-term debt only when necessary to bridge:
s  Unavoidable shortfalls within a financial year during which the debt Is Incurred, in expectation of specific
and realistic anticipated income to be recaived within that financial year; and
» Capltal needs within a financial year, to be repaid from specific funds to be received from enforceable

allocations or long-term debt commitments, provided thal, the short-term debt is clearly indicated in the
cash flow estimates.

The Municipality shall pay off short-term debt within a financial year and shall not refinance its short-term debl.

Long-term debt

The Municipality shall incur long-term debt only for the purpose of caplal investment in property, plant or equipment,
as approved in the Integrated Development Plan and annual budget and shall be used for the purpose of achieving the
objects of the Municipality.
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Part Il - Investments

Legal requirements

The way in which surplus funds and other municipal funds can be invested, is controlled in terms of the following
legislation;

s Generally Accepted Municipal Accounting Practice (GAMAP 106);
e  The Municipal Finance Management Act; and

s Any other legislation that may be applicable from time to time.

Leqlslation requires that only the following investments may be undertaken;

Securities issued by the National Government;

Listed corporate bonds with a grade rating from an intemationally recognised credit rating agency;

Deposits with banks registered in terms of the Banks Act;

Invesiments with the Public Investment Commissioners as contemplated by the Public Deposits Act;
Deposits with the Public Investment Commissioners in terms of the Public Investment Commissioners Act;
Deposits with the Corporation for Public Deposits in terms of the Corporation for Public Deposits Act;
Barkers, acceptance or negotiable certificates of deposits of banks registered in terms of the Banks Act;
Guaranteed endowment policies with the intention of establishing a sinking fund,

Repurchase agreements with banks registered in terms of the Banks Act;

The Municipality's own stock or similar type of debt;

Internal funds of the Municipality which have been established in terms of a law to pool money available to
the Municipality and to employ such money for the granting of loans or advances o departments within a
Municipality, to finance capital expenditure;

Long-term securities offered by insurance companies in order to meet the redemption fund requirements of
municipaliies; and

Any other instruments or investments in which a Municipality was under a law permitted to invest before the
commencement of the Local Government Transifion Act, 1996, provided that such instumenis shall not
extend beyond the date of maturity or redemption thereof.

The Minister may with the concurrence of the Minister of Finance by notice in the Gazette determine instruments or
investments other than those referred to above in which the Municipality may invest.
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Investment ethics

The following ethics shall apply when dealing with financial instifutions and other interested parties:

s The Municipal Manager and Chief Financial Officer will be responsible for the investment of funds, and they
have to steer clear of oulside interference, regardless of whether such interference comes from individual
Councilors, agents or any other institution;

*  Under no circumstances shall they be forced or bribed into making an investment;

«  No member of staff shall accept any gift unless that gift can be deemed so small that it would not have an
influence on the staff member's work or was not intended to do so, and can merely be seen as goodwill,

«  Acertificate in respect of the gift shall be furnished to the Council

+  The gift shall not be in lleu of a commission;

«  The Chief Financial Officer or delegates shall act according to their discretion and shall report any serious
cases of payment in kind or gifts, o the Council;

«  Excessive gifts and hospitality shall however be avoided;

» |Interest rates offered shall never be divulged to another institution; and

¢  Speculation with public funds shall not be allowed.

Investment principles

Exposure to a single institution

=  Large sums of money shall be invested with more than one insfitutien, in order to limit risk exposure.
¢ The Municipality shall plan the distribution of its investments to cover different types of investments,

Risk and return

s The Chief Financial Officer or delegates are respensible for ensuring that the risk of the proposed
investment is rated realistically.

«  Investments shall not be made with an institution where the degree of risk is perceived to be higher than
the average risk associated with investment institutions.
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Borrowing money for reinvestment

s The Municipality shall only borrow money for reinvestment in exceplional cases.
«  Borrowing money for reinvestment shall require the Municipality to estimate interest rates well in advance,
which can be seen as speculation with public funds.
Approved financial institutions
The Chief Financial Officer or delegates shall ensure that a proposed financial institution is approved:
s |nterms of the Banks Act;
= By the Reserve Bank;
o In the latest list of approved financial institutions obtained from the Provincial Government; and
+ By a Councll resolution,

Growth-related investments

When making investments, the Chief Financial Officer or delegates shall guarantee that at least the capital amount
invested Is safe, and shall exercise due diligence in this regard.

13



Sound investment practice

Cash flow estimates

Before money can be invested, the Chief Financial Officer or delegates shall determine the term of the invesiment,
taking into consideration the availability of surplus funds.

In order to be able to make investments for any fixed term, it is essential that cash flow estimates be drawn up.

When drawing up cash flow estimates, it is essenfial that the Chief Financial Officer or delegates take note of the
following:

s  The expected cash flow and when it is likely to take place, as well as the timing with regard to cash outflow,
as far as both the operating and the capital budgets are concemed,

s  The avallable information and expertise; and

«  The timing with regard to when, for how long and the amount to be invested.

Surplus funds

From time to time the Municipality will have surplus funds available which are not needed immediately and which could
be invested. Depending on circumstances some funds could be invested for a long term whilst others would only be
short-term investments. Surplus funds in the current account shall also be invested for short periods.

Investment terms

Investments shall be done every 3 months, when prior investments mature and funds are available for re-investment.
Depending on the surplus amount available, investments shall be made for periods longer than 3 months.
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Investment certificates

The Auditor General requires the financial institution, where the investment is made, to issue a certificate for each
investment made. This cerlificate shall state that no commission has, nor will, be paid to any agent or third party, or lo
any person nominated by the agent or third party.

The Chief Financial Officer or delegate shall ensure that any financial institution that held an invesiment for the
Municipality at any time during a financial year, shall:

= Within 30 days after the end of that financial year, nofify the Auditor-General, in wriling, of that invesiment,
including the opening and closing balances of that investment in that financial year; and

*  Promptly disclose information regarding the investment when so requested by the National Treasury or the
Auditor-Gengral.

Reports

The investments shall be revised on an ongoing basis. The Chief Financial Officer or designate shall fumish the
Council with a monthly report on all investments.

The Municipality shall within 30 days after an investment with currency of 12 months or longer has been made, publish
in & local newspaper in circulation within its area of jurisdiction, full detafls of any investments so made.

Cash in the bank

Where money is kept in current accounts, the Municipality shall, where possible, bargain for more beneficial rates with
regards to deposits, for instance call deposits. Fixed term deposits can increase these rales.

Creditworthiness

When investments are placed with smaller registered insfitutions, the Chief Financlal Officer or delegates shall see to it
that:

¢  The Municipality is not exposed fo unnecessary risk; and

= The creditworthiness and performance of the institution are to their satisfaction, before investing money in
the institution.

15



Control over investments

An investment register shall be kept of all investments made. The following facts shall be indicated:

«  Name of institution;

+  Capital invested;
«  Date invested;

*  Inlerest rate; and
»  Maluration date.

A system shall be developed and maintained to ensure that the investment is accurately and timeously recorded,
monitored and safeguarded.

16



Eciaivaes

¥

s Hekersac

Bourd saen

P A T

[ PEH W U
ooyt ol
Il

e ofoseeaieg

=

T mante il

T Tufh o ey
ELAL SRR C L
SEARTEN

Cuirl Miarca
e

Cady Frocudurm

“he Mgrismasy s
ﬂmﬁl’?ﬂ"ﬂ
o TTHET L GRS Hie

R ERACTET S
Camn Munsga=or!
Ry tishe 3

1t e iy 87
saban m aestva
naymas doplem =

o L R T T
s degcrisd = e
eirsls MlARA AR
sy page T

¥ L
Falicles ———

H

Suzpatap paln

w2 a R

e Clapher 4 -af the

suriensl Frares

Al et At

A e by

the Courmi
ine Mhenepsaty
S Kannan = o,
Mﬂg‘ S FER LR
et "t Py WL
; i sbrany
K AR Rt et S Y
e .-',daﬂ_ld! F#I I;H“‘ | "':q:'u- v ame

| h;:tﬂm + Erales et e
Fa 4 ezl i
1. Dy w s ey
T R
1 Coibetns s o
IpepiEti fraa
Mgty

211 tarrents snad
Sl 2 e
= ARty & taTph
T MRS
ey

17



11 AR 0 powiael AL 01 SOUIEARIT Y PAARRIAL i PLIAIR INAIAEUR ST ST At epley Ul RONIIST gaEs
A0 USRI DL L SRR AUPUTIEnG e il BB oA ERUMATEIALE DU T A Aunnegs =apenn uae
g0 P 480k 1 TRT -HEREAAN 10 PR IS SHA|IENA) D A e pu Furoilso e FugRape )

o spuaiap e st fre el e sannsas i SRS SAURaN o wacwlaa Appeoun auelag]
App APAE parEudEap ol aeag sumuEaail
Aumie i e pnlig] pisie STESREIALY M0 D08 SIHE "SHERUTEIAN JO IOITEILLSL P 12U Y SN (ST

PSR PAIESLIRY HANNANE TRERINISAANY fir SN[ SOOI HOUIIISHT M} erp spundiag g ) dapsiEaa supnEaA Ly

ARSI (RS of 3nBAYS MDA EUGE [ anheigs uTisaapune

HHID

FILALUAIAR (|8 Ak
BTG LRRTTTRONTTIER R

I DL SIS
spluias o
o Lgaegnn pun <apgeypldo

g v 2ngel )

s=mng|
Ol apqusindean umy)

“nauilade o1 v 159y
JU1 100 HPLAIP PAUF BAADD SIS AL AR
B TR b (L GG L LR TR R Tl T
TRMLISEA L

61 FupaeTan GONIIRIO|IE IR A AU
MG

LEHTRRTERS TR TS AT

I PEAALL J0 ALy

uew b A o dosad o g
RIS WU

[rana 3 sxpqsundsay An)

anhaga usi pue

SRLIAITIE TSERID [EHI JUIRTEBAL M| gt
CHTTUTTERR T FUsag s Oy Mk o panhasgng
BRI

Jramn Ty apsteny] A105)

3

“seyeponh L S

Fmpey (e P () 00 Heegies peom aabaya
apduio JEEnog Ul Al SPTI IOEELRI S U sty
g

B £.040 o S

SR TR
Myl o st 24 o Suppusdap sonpeogine

‘MR

FUETFIER RN ST T R ER LR VR RT L LR T
JUGIEAN] 4] 245 AR SO S naaaL |
MR TR

b “aamesoad 83 e ) s Uy
[

A 03 P 30 PIRMEE SUOTPTEMILNON
PONEAL NI LT DR B juDiEsa Al

aagp S uripeaLguL Au g
prmguaseh e g (o =) g e a0
wannig]

VL) Sunsmadsan iy

i) pagressanl
WA S 21 ) SULHINAP OF 2alEpRadls Wi

g
Y 0L,y apsundsay )

e [EME 00 WG g6 ianprsimbng sapi
T
347 apgusueaan sy

“paangakl s pnugs sanjy s
U sane "pARERALL 30 (4 SIHNET
A o iy ponEeny Y .
“sinipapank
Ahen PR P ey
06 [rlgs SR Buryig SR ] .
SRS RAAT AN AU
ayeusrmbineanin v [y REY a4) IO ISR
ETRTEE =R T TR TR RS TESEN T
IERLSAALL

IBGOMO]] JUAIIOTRUB]Y JUSmSoAT]

0 SpaEy [ e S
SpAIN smpline ik ol aarstiayg
TSR Ak e donEunness] Ajieg .
Ny

€12 st Ly

18



61

MEHETIY 3N, | 1 12 J[ES 1) AFTPEICY LA H.E.._:u._._i.m_: _..n__.E_:._.u__r__ Ay pasan
aigy o1 paygauderp 34 poots Aoiuasn ajling Sy FOD O j3ADY ANNRSAI L AEEHY

T_ﬁ.—BEH

S| VIMIEEIAD IR FUIjaEg] D61 0 SULEN W) PuEiuieL
e PRGOS PEMEINTRURIL (S [ Spnoaae a1y 3333

AJOJuaAWL/TSE)) PUB SINCIDY JUug

(NN PRl SIURITee? PoTuas Yarimy )

B (e A0

) 2y s PR it SEILIND S EED 2814 pUR Mg
AT XJUELELE (RN L o) LTS U SHELNERS Ak IjER3 S =
(A0 SO A LTATE S B TN aA1IEAED o0 paedad ot sE (40

EICT AR THITTTL UL AL

S 1 wof] YsEs [Enae SRR S ) sana of dunomuead saaf) yge £ Syedoon

i o apacs e e sandaad

MO %)

i onssy pa
jiaunoa g pasiasas ol jpe Uy

«safpurgy by g Lo

poriaafy ag o 51 e o pospngy
PUREA2Y (LAY S )

pasodap a0 [EMmes 2p o S
el 5 O OO My ALy

4 DU J02 LR o Sxuaie S ue Ay

PRSI0 S SN RLY 1250 Mg ] SaA
Junoaat [edimpy s o fep

[RT{UTY S PIDALE S AR :
PALLLES
“ganaaa) of neMengedag) g L5
WPy At oy pasiadsip o ppamgs | AMENI D #§) AL Ao S
FYEP A MY PUOAN] PR o sl besaajpos Wy
26 00 |j1E 20 pegh S Auy O PR TR TR TET L oL TTTE Fy R P S—— ON

e ey %)



Ereirged o0 pithi
LEE e R =nh el
et s
FHFLF R

i Tabadsiw
wvery 3 monihs
1. Depaniing on

RN
S B RS

\peggtr fhan 2
il

Wit st ards ate
placod iilh fnialer
gt M B 11

i Mea e srppasinl W

ey gt it fim, Bty
lvetainy

GREWTH-

1 Chuaranee 1l
at least capdal
A i Tk
il bl saniees

v b

Part I

Investments

1. Cupeantally
Aecotilen Musscipal

Ler ]
Prmeies (URALIAL
106)

& Mot
Tirsnisom

[AF 2445
3. &yvy il

POEROWING

1, Cirily = svzeptoenl
TakEd

A ilereat rakee
Al b g

onkiil be sann A8
*Tpriabion”,

1 b Rt of Dt Az,
2. By Flozaroe Hank
* vpiseisid e fream

4. iy p Ceamsd
EL Tt

| MUMCIPAL FINANCE MARKGEMENT ACT |

2 o eperstiisesd f e
il e e o
1k B higher han
A 1k

| counci. resoLumon |
MAINICIPAL
|
| P
I i i
pactone. ) bt
IMNESTRENT TYPE OEINVESTHMENTE
CEHTIFICATES
1. Seinncs
I it il 2 Liwtod Lrorponsts Boevss
oy itk it f 3. Thapokin with reqrabere< ik
aach vt miak: A f bt it Pkl Dreposss ACL
23w ahils Bl o | B i v wf Pt iweslivued
aTmniiion W, B unll Trmirrhners Mot
o el b eI o A Duagoaits with Cranaemion i Public
Wiad penby Teitite,
X, Peoen) Sty lisiivia # fhankari
auirsy imloemaon. (30 A Mapwenbes odowmen] polirsed
Sy afer siud of Bnancedt | % Hejeebzse Agresmients
it il Wby acapaliy’s Chw Sinck
11 bnlgwpal Funds
12 L) T Setunibids.
RBEPFORIE 13 inmlrisnenls i pinee pra o ool
Gl Traralion Act, 160
I Ml rapes
Iz ezl
ravde
Il INVESTMENTS ETHICE
2 Wik 0t
uhyu.;.mm 1 e Rl Rsaagged and CFO i
iy aabaurlinnd i Wiy clsan o Wnes e
Tl aswEpior ol & ey witl ned B b Chayed o7 Torsed
i 3, Mo seall mambsar thed aceapt gitls
4 Genificobs in reegetcd of pift o e
o
E S i g [ et
SHONTTM, QVER & EFD oF dolegadis bo repodl Shriaim
EVESTMENTS wans ol ille o Pyt i B,
7.E s e Wl
g " ADEAREM I Ianpinlly b le
Tia fudeuieing i, Irtatmal 15t moEIHey .
1. Mame of . Specuiatnn of e finss rel
bl s,
& leapiial
Inigtyd.
B Dt magiad
£ Wikt e, i
5 Mlafuninom dud wm
CASHELOW 1 Wt i e
T TR BBl B Py cimedd UL
. | 1 P dhatibaiten 20
1, Fupation pah oy e P Pnes 1 hebnfiry
mnd lerang ¥ esmly cxurend
i aneoerl
3, Pamlaiiz itdenealics gk i
s s RIS AMD RETLINN ity bl
3 Wt o D B [E ]
el v (i e | Flgh plached T o | peiggiieds
Uiyt et aby. Apppeis.

20



D) PO O et At (e s amedas w pumy e oy nbiat) ) patep S04 a1 e Anpeoaas piie Sundian
warthatya parep 1eod Ao jr e sisiEan anbags augl ul pagosas a0y [EEEE PRI S on s puas aprdwosd (i [eRUIO

¥

1T

a0e S1cI12030 ([T Q[ ARSI WAL [ (IS0 ARNEEY A1) insiilay 2 anp sxuiooag anbaus pawp el v s g1
q
iy puampeelag |
g1 0L T A P i Hundizoas FAUT] YL 0 saisiitag anbaya
apsiEng anbags ag panuFsp My Jo] e (R payEsg SUL U AN
i spdianag | puodas ol sidiaaa) a0 S 0) SEUEILE | O LS S IR UMY A [ANEIALLE) 104
ipanbasgns e | SaNESE salrEey | 11 s goune ssitiag) avhayy | (AL 3y
e gt Epdiaas [T gAML [E APy [ k]E et e _. S U SI3RaL (BT R T R - 9
A A UGy Aunedizoa sy gy sapeatag ], | watusrd ||y I TR
L
| AN L1AC) _
sasidind apne Jep Pl _ 20 ] A PAALIa
™ _.H_“ Mﬁﬂhﬁﬂj “Joan 1ysen _ s v SE gy
H...._“LE“."..E”__.”__.___ _....E—_““. PR REET] u__:_m.“ e
ipaas Fogpuodsanog syl purtaRnLh —
O PRNGERITEA 2 PINEYS B i
pEN SRt ) eha0an w ] EHS
Kauopy jo sdroay
FE i — [ | dpaus ] qition ol
: Apaea 1oy wumoosip v mtodioi SUBHPA uema fied Juo o1 pai
_ cunny il {1t sty Asppod wauied | o spuuged agor o) pazyan | 2 prfings st
| wpaa apgpeatjeldn 211 mataal i ' ...,.__._:._uﬁ.n o atuaaife | ] R[S Saa)Suey) Mg TR R TR TR
| S HEUARd ansua o) o sy panraads mataang sjqeoipikdn 2uaipm ssanoud anlrup Auipaniias aea
U A 2 AN a g S (U o) g
=

SI0NpaL) 0} JdUIATY




AFmnce

Imtegrzmd
Covalepmant

Tha Mursezaiy sl
pme,

o pe—

Dally Frozudures

Palicles

The & maEy
indromir ey 4
brrs o fre Muriosst
; chapter 8 |
£t wnth tha gzanel |
-rmmaﬂ i

i WA =
b

Devaiopmart Flon ans
W b v o W
nchogving

Faparmag

= Co ot Fesalaon




SHORT TITLE
This policy will be known as the Cash Management and Investment Policy for the

Umijindi municipality.
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