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1. Credit and debt collection policy
Introduction

In order to ensuretha al funds due to Mutale Municipality are cdleded timeousy and
efficiently, an effective Credit Control policy must be in plac®elt codledion is a crudad
element of credt cortrol which, if not cortrolled, impads negdively on cash béances,
borrowing capadty, captal expendture,andseniceddivery etc.

Sedion 96 of the Municipa SydemsAct, No 32 of 2000statesthat a muncipdity —

« mug cdled al moneythat is dueandpayalbe to it, sujed to this Act andany dher
apgicalle legdlation for this purposemud adog, mantain andimplemen a credt
control anddelt cdledion pdicy, which is consstent with its rates and tarnff
policies and compieswith the provisionsof this Act.

Sedion 97 of the Municipd Sygems Act, No 32 of 2000 stipulates what a credt cortrol
anddelt calledion palicy mug providefor.

Definitions

Accourting Officer Municipd Managerof Mutale Municipality

Coundglor - Memberof Mutale MunicipalityMunicipd Coundl;

Municipd Manager A personappanted by the Municipdity in termsof Sec¢ion 82
of the Municipd Structures Act, and who is the Head of
Adminigtration and also the Accourting Officer for the
Municipdity.

A taiiff for seniceswhich a municipdity may s for

the provision of a senice to the locd communty, and
indudesa surchargeon suchtariff;

Municipd tariff

Scopeof Application

Thispalicy is apdicalde to al emdoyeesandCoundl orsof Mutale Municipality



Objective
The Objective of this Policy is to:

» _Ensure that all money due and payable to Mutaleicmpality in respect of fees for service,
rental, tariffs and interest which has accrued oy @amounts due and payable in respect of
the aforementioned and any collection chargesallected efficiently and timeously.

* Provide for credit control procedures and mechasismd debt collection procedures and
mechanisms.

» Provide for setting of realistic targets consistevith generally recognized accounting
practices for income in the annual budget of MutManicipality less an acceptable
provision for bad debts

» Provide for interest on overdue amounts

* Provide for collection charges on the payment afrdue amounts, if not recovered from the
debtors.

Credit Control Principles

Section 64 of the Local Government Municipal FirmiManagement Act, No 56 of
2003 states that the accounting officer is respb@sor the determination and
execution of credit control measures. The followmmopciples should be adhered:

» The main purpose of the credit control policy isetasure efficient and effective revenue
collection — to ensure that all revenue is realizetthe period for which it has been budgeted,
or with reasonable deviation.

» To improve cash flow of the municipality.

» To serve as a guidance to officials handling creaiittrol and debt collection

* Credit Control must be understandable, uniformr &nd consistently applied under no
circumstances should the duty to collect be commed The credit control policy should be
applied with all fairness; uniformity and consistgrin respect of all debtors, in order to
ensure long run sustainability.

» All possible income must be collected within thelgeted cycle or financial year.

» Establish effective administrative mechanisms, @sses and procedures to collect money
that is due and payable to Mutale Municipality.

Code of Ethics

All Mutale Municipality officials shall embrace thepirit of Batho Pele and treat all debtors with
dignity and respect at all times. Employees shadicate their duties in a honest and transparent
manner whilst protecting the confidentiality of anfhation in accordance with the Access To
Information Act.



Duties and responsibilities:

It is the responsibility of the municipal manager determine and apply credit control
measures. It is however, the responsibility of menager finance’s or his/her designate to
handle the day-to-day credit control and debtdrthdre is any interference by a council or
councilor, which prohibits the municipal managesnfr executing his responsibility in this
regard, he should report this to this to the releWEC.

The municipal manager and his/her designate must effective and appropriate steps to
collect all money due to the council including as@ssary:

- Maintenance of proper accounts and records fordabtors, including amounts
received in part payments; and

- Referral of a matter to the attorney, where ecosamito consider a legal demand
and possible legal proceeding in a court law.

Opening of debtor’s accounts and credit checking.

Before a new account is opened the consumer masept the relevant documentation and
credit checking as set out in the detailed procesiunust be carried out to assess the risk
attached to the account.

Risk status must be periodically reviewed and depasljusted, in line with the detailed
procedures, where appropriate.

Indigent status

Those consumers who achieve indigent status sHmilgubject to separate procedures as
laid out in the indigent policy.

Existing unpaid debts with the council

Before opening a new account, an arrangement meishdde with the debtor to settle
existing unpaid debts.

Billing

Complete, accurate, regular and timely bills mestiispatched to all consumers.

The consumer will be held liable for all disconnectand reconnection charges.

A consumer’s supply may not be reconnected untihgime as the consumers account is
settled in full including any reconnection/discoati@n charges and interest that may
have been accrued or an acceptable arrangemeay toag been entered into.



Should a consumer fail to pay their account everedhe service has been terminated,
the credit control and debt collection policy must implemented to recover the
outstanding amounts due.

Collections and arrear accounts.
Amounts due from debtors shall be collected andkédnimeously.

Follow up of outstanding amounts that are not pggiddue date will be carried out in
accordance with the procedures approved by cotroail time to time.

Interests on overdue accounts

Interests will be charged on accounts that have beéstanding for more than 30 days in
accordance with rates approved by council from tionéme.

2. Bad debt written off policy.

2.1. Introduction

Collection of revenues is vital to the long-termaincial viability of any Municipality.
For the purpose appropriate credit control and atshinechanisms must be maintained.
This document is provided to assist managementamuoyees of Mutale Municipality
to implement and maintain consistent, effective adificient revenue management
principles, to contribute towards effective deamsimaking in the area of credit control
and debt management and to facilitate the planamtcontrol of debtors.

The policy supersedes all financial policy instrois that have previously been issued.

Failure to comply with the prescribed policies wébkults in the institution of disciplinary
procedures in terms of the stipulated human regsypolicies and procedures of Mutale
Municipality

2.2.  Purpose of the bad debt written off policy
The purpose of the bad debt write off policy i®tsure that:

Collection of debt remains cost effective;
Write offs are authorized at an appropriate levighww council.



2.3.  Written off of bad debts
Debts may only be written off after the council lsasvinced itself that:

Recovery of the debt would be uneconomical; OR
Recovery would cause undue hardship to the debtioisther dependants; OR

It would be an advantage to the municipality teeffa settlement of its claim or to waive the
claim.

A monthly review of the detailed debtors ledgeridtddoe carried out and write offs effected
in line with this policy any other guidelines apped by council from time to time.

Notwithstanding the fact that a debt may have hegtien off, a separate list of all debts
written off should be maintained and further actiaken where appropriate.

This list should be referred to when new accourgsopened, and any amounts outstanding
recovered from applicants, in line with the cretd collection policy.

All collection actions should be exhausted befareaacount is considered for write off. No
account should be written off where services areeatly being supplied, cut off procedures
should be instituted with immediate effect. Debtsinsuld only be considered for write off if
there has been no movement on the account foastt $& months.

All debtors whose accounts are written off showddisted with credit bureaus

Reports of all amounts written off in an appropeikvel of detail should be made to council,
at least quarterly.

Notwithstanding any other provision contained withhis policy document, it should be
noted that rates accounts may not be written of

2.4. Limits of authority

Bad debt write offs should be authorized in accocgawith the following table.

Value of debt Action required Authority required
Less than R10 None Chief Credit Controller
Greater than R10 and less thafdd to list of bad debts Chief Credit Controller
R1000




Greater than R1000 and less th

axdd to list of bad debts

Chief Credit Controller

R2500 Institute legal action
Greater than R2500 and less thakdd to list of bad debts Chief Credit Controllel
R5000 Institute legal action Head of Revenue
Greater than R5000 and less thakdd to list of bad debts Chief Credit Controllel
R7500 Institute legal action Head of Revenue

Manager Finance
Greater than R7500 and less thakdd to list of bad debts Chief Credit Controller

R10000

Institute legal action

Head of Revenue
Manager Finance
Municipal Manager

Greater than R10000

Add to list of bad debts
Institute legal action

Chief Credit
Head of Revenue
Manager Finance
Municipal Manager
Executive Committee

Controllel

3. Checklist for credit control and debt collection pdicies in terms of the local
Government Municipal Systems Act 2000.

In terms of Section 97 of the Local Government Mipal System Act 2000, a credit control and

debt collection policy must provide for the follavg;

Credit control procedures and mechanisms

Debt collection procedures and mechanisms

Provision for indigent debtors that is consisteithwvits rates and tariff
policies and any national policy on indigents

Realistic targets consistent with:




Generally recognized accounting practices and ciodle ratios; and

The estimates of income set in the budget lessegp#able provision fo
bad debts.

=

Interest on arrears, where appropriate

Extensions of time for payment of accounts

Termination of services or the restriction of thewsion of services
where payments are in arrears

Matters relating to unauthorized consumption ofvises, theft and
damages; and

Any other matters that may be prescribed by regulain terms of
section 104 of the Local Government Municipal 8gst Act 2000

4. Guideline credit control and account opening procedres
In order to open a new account a consumer musepirése following:

A completed application form
His/her original identity documents;

Copies of the last 4 weeks pay slips ( in caseeadkly paid) or three months pay slips (

In case of monthly paid)
Payment of the deposit in terms of council poliayd
An application for indigent status if applicable.

Credit controllers will perform the following cheslon the new account prior to opening.

Ensure that the application form has been completédl and signed;

Copy the identity document and ensure that it igh@ same name as the account

application;

Review existing outstanding debts at the munidpaid ensure that any outstanding

amounts on other accounts have been settled;

An ITC or other credit check as deemed necessary;

Any checks necessary in terms of the indigent gofiapplicable; and
An assessment of the credit risk attached to theuatt.

The debtor’s details, including the assessmentadditrisk, will then be loaded onto the debtors

system and the deposit banked.

The credit risk attached to the account will beeased in terms of the table below



Risk assessment Indicators of risk Deposit required

High Poor recent credit history An amount equal to 3 months
Unpaid past debts with theaverage consumption
council

Medium Poor recent credit history, buAn amount equal to 2 months
no recent problems average consumption

Secure well paid employment
No unpaid past debts with the
council

Low Clean credit history An amount equal to 1 months
Secure well paid employment average consumption
No unpaid past debts with the
council

5. Guideline billing procedures and controls
Monthly invoices should be printed that contain fbleowing information:

- Consumer name;

- Consumer account No;

- Consumer postal address;

- Residence/Erf details to where the service(s) heemn supplied;

- All details of services that have been supplied electricity, Water, rates,
refuse, removal,etc.;

- Any outstanding balance from the previous month;

- Any connection/disconnection charges that may twees charged; and

- Any interest or fines that may have accrued.

The total value of invoices printed shall be regleacto the amount posted to the debtors and
general ledgers. Any difference must be recongitedediately and corrected.

An age analysis must be printed monthly.

Monthly reconciliation’s of the age analysis an@ theneral ledger must be carried out and
differences analyzed and appropriate correctionmsechout where applicable.
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6. Guideline controls over meter reading

Management reports comparing the number of stapatsassessment rates database with stands
where water consumption are metered and/or levigking into account stands without
improvements and follow up of exemptions

Strict control on the issuing of water meters @ilation purposes), with exception reports of
water meters not on databases to be followed up.

Independent follows up of water meter reading var@s (per variances report)

Follow up on nil meter reading, not attended taehygineers

Controls to adjust meter reading via journals teuee valid adjustments

Controls to ensure that maximum demand readingali@, as it should be reset after reading

Make use of controls meters, especially at areasnmatered, and compare estimates readings
with actual consumption. Where these relate to camahstands pipes, the amount of water
supplied to the community should be metered, andrevineadings are in excess of the 6kl per
household, the cost should be divided amongst tmanwnity as agreed in a community
consultation process.

7. Guideline collection procedures and controls
Collection
- All amounts collected should be banked daily
- Amounts collected should be reflected accuratethéndebtors system.

- Official receipts should be issued for all collecis

Arrear accounts

When an account has not been paid by the dueltafeltowing procedures apply:
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Initial contact with the debtor by telephone;

Where this fails, Or where no phone numbers aeflable, a letter or post card to the
debtor;

A final notice if no contact is made with the debaothin 30 days;

If no contact is made with the debtor 14 days atéinal notice is issued by hand then
cut off procedures will be implemented and legailoacstarted.

Arrangements to pay arrears accounts
Arrangements to pay arrear amounts are to be nmagemns of the following guidelines.

Any arrangements that fall outside of the guidediaee to be approved by the head of revenue

Debtors entering into arrangements must also payctirrent amounts due or they will be
considered to be in default of the arrangement

Amount outstanding Initial payment Maximum paympetiod
Less than R1000 OR less thatt of outstanding balance Six months

six months

More than R1000 and le$d4/3 of outstanding balance Twelve months

than R5000 OR greater than
six months but less than 12
months

Greater than R5000 ORY4 of outstanding balance 24 months
greater than 12 months

Written confirmation of all arrangements will betaimed. This Confirmation will be on the
standard form designed for this purpose and veil i

The debtor’s details;

The initial payment;

The monthly amount to be paid and the length ofatihengement;
Action to be taken if the debtor defaults agaihstarrangement;

Arrangements to pay must be entered onto the debimtem to prevent further expense being
incurred in additional, unnecessary follow up attio
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8. Guideline for customer care responsibility

In terms of section 95 of the Local Government &yst Act 2000, in relation to the to the
levying of rates and other taxes by the Municigadibd charging of fees for Municipal Services,
a Municipality must, within its financial and adnstrative capacity:

Establish a sound Customer Management System timst @ create a positive and
reciprocal relation between persons liable for ¢hgsyments and the Municipality itself;
Establish mechanisms for users of services angagées to provide feedback to the
Municipality or other service provider regardingetlguality of the services and the
performance of the services provider;

Take reasonable steps to ensure that users otegrare informed of the costs involved
in service provision, the reason for the paymerdasfice fees, and the manner in which
monies raised from the service are utilized;

Where the consumption of services have to be medstake reasonable steps to ensure
that the consumption by individual users of servite measured through accurate and
verifiable metering systems;

Ensure that person liable for payments, receivaillaegand accurate accounts and
indicate the basis for calculating the amounts due;

Provide accessible mechanisms for those persamsetty or verify accounts and metered
consumption, and appeal procedures which allow packons to receive prompt redress
for inaccurate accounts;

Provide accessible mechanisms for dealing with damis from such persons, together
with prompt replies and corrective action by therdipality;

Provide mechanisms to monitor the response timee#fficdency in complying with the
above point; and

Provide accessible pay points and other mechanisneettling accounts or for making
pre-payments for services.

9. Conclusion

This policy aims to ensure effective and efficieedenue collection by the Mutale Municipality.
It should be viewed as a dynamic instrument ondlaspects of the policy which are informed
by legislation and generally accepted accountiracipres and will be subject to revision in
response to changes, as and when they occur.
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