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1. INTRODUCTION

The municipality accepts and acknowledges its constitutional duties towards the
community of DR AB Xuma Local Municipality. The municipality further
acknowledges that in order to deliver services in a sustainable manner, the said
delivery of services will have to be conducted within the municipality's financial
and administrative capacity.

2. LEGISLATIVE FRAMEWORK

The policy is in accordance with the Local Government Municipal Finance
Management Act 2003, Local Government Municipal Systems Act 2000, as
amended and other related legislation.

3. BAD DEBT WRITE OFF

A debt will be written-off as a bad debt expense when the following criteria has

been met:
e It is not economical to pursue the debt further;

The debt cannot be proved and unfraceable;

The debt has been prescribed;

The consumer is registered as an indigent;

The debtis owed by a liquidated company or an insolvent estate.

The household is headed by a minor as a result of death of parents.

The debtoris deceased and the estate is not sufficient to cover the debt.

All reasonable steps, at the discretion of the appointed write off

committee, were taken by the officials to recover the debt

e Time value of money is very important because the older the debt
becomes, the more difficult and costly it becomes to collect. It is
therefore imperative that a proper system of credit control is
implemented and maintained to avoid debt reaching the stage of
becoming too expensive to recover

e Debt can only be written off if the required provision exists in the
Municipality's budget and/ or reserves.

Before any debt is written off it must be proved that the debt has become
irecoverable.

4. DEBT ASSOCIATED WITH LIQUIDATION OF OWNERSHIP OF PROPERTY

Debts raised by the municipdlity for the services rendered to registered owners of
property (Assessment rates and Refuse removal) will not be written - off

except when the property is disposed off in the liquidation process and the
proceeds do not cover the outstanding debt, the balance can then be written-off as
irrecoverable.



5. STEPS TO BE TAKEN PRIOR TO A WRITE OFF

Prior writing off any debt, all the applicable actions as contained in the
municipality's approved credit control and debt collection policy should have
been executed.

Each case should be considered separately on its merits.

Each request or consideration to be supported by relevant documentation.

6. PROVISION FOR BAD DEBTS

A provision for bad debts will be made on all debtor accounts based on the
following criteria:
The provision for bad debts is calculated as followings:

calculated per debtor type i.e. Residential & Business.

No provision should be made for Government debtors

all debt outstanding for more than 120 days are provided for by 100%.

all debts outstanding for more than 60 days and 90 days are provided for by
100% less the recovery % per debtor type for the year.

For the purposes of financial reporting the provision for the year is pro-rata by service
type i.e. rates, refuse & ledase rentals.

7.

INTEREST

Interest levied on customer accounts as a result of an error from the municipality's
side will be written-off immediately upon approval by the Accounting Officer within
30 (thirty) days.

8. APPROVALS

1

Approvals wil be effected as follows:

Approval for writing-off the interest portion that has been incomrectly raised by
the municipality will be done by the Municipal Manager;

Approval for effecting a provision for bad debts as stipulated on
item 6 above will also be done by the Municipal Manager;

Approval to write-off any debtor account in full or in part as a bad debt
will be done by the Council.

List of debts to be considered for write off should have the following information:
Debtor's name, address, description of delbt, period the debts has been in arrears,
amount to be written off, and the reason to write off.



9. CATEGORIES TO BE SUBMITTED FOR WRITE OFF

| CATEGORY

REQUIREMENT

ACTION

Indigent Debtor

Insolvent debtor or
insolvent estate

Approved Indigent Household
Consumers in terms of the Municipality's
Indigent Policy

Submit for write

off

Any amount not being recovered due
to insufficient funds or if there is a

risk of a contribution being made to an
insolvent estate must, after notification,
be written of

Submit for write

off

Deceased Debtor

In case of death of the debtor a

creditor's clam must be fimeously
registered against the deceased'’s
estate.  Any amount not being

recovered due to insufficient funds or if
there is a risk of a contribution being
made fo a deceased estate must, after
notification, be written off subject to the
provisions of Sections 10.4 and 10.6
below

Submit for write

off

following cases:

o Termindlly il or old aged centre
accommodation and only
sources of income are for
maintenance of health

e Severely mentally impaired and
no financial assistance

¢ Long term hospitalization, health
care cenfre or home based care
with no financial assistance.

off

Not economical to | If the historical debt is not more than R10 | Submit for write
pursue 000 off

Debtor untraceable | All attempts to trace and recover debt | Submit for write
have failed off

Liguidated/bankrupt | Claim against the debtor have been | Submit for write
lodged with the administrators off

Child headed home | A minor is responsible for the household | Submit for write
| - with limited source of income. off

Il health Written submission of one of the | Submit for write




10.ESTABLISHMENT OF A COMMITTEE TO MONITOR ANY DEBT TO BE
WRITTEN OFF

10.1 Council will establish and appoint a Committee to monitor the
implementation of this Policy.
The Committee will consist of the following members: -

The Municipal Manager

Chief Financial Officer

Chairperson of the BTO Standing Committee.

One member of the Finance Committee to be nominated by the BTO
Standing Committee.

10.2 The above Committee will meet at least quarterly to receive and
review a report from the Chief Financial Officer containing full details of
any actions taken by officials with respect to this Policy, and to consider
any circumstances not covered by this Policy.

10.3 The quorum for the Committee shall be 50% of the members plus one.
Formal minutes of Committee meetings must be prepared and submitted
to Council.

10.4 The Chief Financial Officer will, after thorough review of any
applications in ferms of this Policy, be delegated to write off any amounts
not exceeding R30 000.00

10.5 Any amount in excess of the delegation provided for in paragraph
above must be submitted together with a recommendation to the
Municipal Manager for consideration.

10.6 The Municipal Manager will, after thorough review of any
recommendation by the Chief Financial Officer and in terms of this Policy,
be delegated to write off any amounts not exceeding R100 000.00

10.7 Any amount in excess of the delegation provided for in paragraph
above may only be reviewed by the Mayor and must be submitted
together with a recommendation to Council for consideration.

All amounts to be written off in terms of Section 10.4 and Section 10.6
above must be considered individually and each case on its own merits



must be separately reported to the Committee.
11. MONITORING

Monitoring and implementation of this policy will be administered by the
Municipal Manager and may be delegated in terms of the delegations’ policy
to the Chief Financial Officer

1.POLICY ADOPTION

The accounting officer will be the accountable custodian of this policy and must
ensure that this policy is submitted to the council for consideration and adoption.

2.POLICY REVIEW

This policy must be reviewed at least annually to ensure that it is adaptable to
operational changes and it is alighed with the legislative environment.

When deemed necessary on ad hoc basis, the Accounting Officer must submit
proposals of amendments of the policy to the Council for consideration and
adoption.
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