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1.1

1.2

DR AB XUMA LOCAL MUNICIPALITY
DEBT INCENTIVE SCHEME

1. INTRODUCTION

The Council of DR AB Xuma Local Municipality resolves in terms of Chapter 9 of the
Local Government: Municipal Systems Act (No 32 of 2000 as amended), read in
conjunction with the provisions of section 64 of the Local Government Municipal
Finance Management Act (No 56 of 2003) to adopt a policy on the

implementation of a consumer debt incentive scheme.

The arrear debt of the Municipality has been consistently increasing and it has
become increasingly difficult to collect arrear debt of 120 plus days. To
compound the problem, the residents of DRABXLM have been severely
impacted by the effects of COVID-19, which was declared a Pandemic
by the World Health Organization. Due to the National Lockdown which
came into effect on 21 March 2020, DRABXLM residents have faced
further economic pressure as they were not able to generate or earn
sufficient income as business closed as regulated. A Debt Incentive
Scheme is therefore proposed for Council Approval to assist the customer
in settling arrear debt by means of an incentive to the customer. This will

lighten the financial burden of the municipality's customers.

2. PURPOSE OF POLICY

e To provide for the uniform introduction of a consumer debt incentive
scheme;

e tio regulate eligibility criteria for participation within the scheme,

e To define terms and conditions within which identified debts of
participants to the scheme will be written-off in exchange for prompt
and timeous payments of future accounts rendered by the
Municipality;

o Improve the ability of the Municipality to render services tfo the
community in a sustainable manner, through focusing on mechanisms
aimed at improving the financial viability of the organisation,

grounded in educational awareness,
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o and cultivating a culture of payment amongst the citizenry.

3. OBJECTIVES

3.1. The objectives of the policy are inter alia:

3.1.1.To provide a framework for the rehabilitation of delinquent debtors;

3.1.4.

3.1.2. To provide a framework for the ligquidation of long
outstanding debts deemed impaired;

3.1.3. To improve the financial resources available to the
Municipality to deliver on its constitutional mandate;

To promote socio-economic cohesion under the theme "“Let’s Build

Engcobo Together”;

3.1.5. Provide a framework for the improvement of tax compliance,

through the development and implementation of an outreach

programme aimed at educating communities on the importance of

paying for rates and services, and providing requisite resources to

empower communities on how resourcing of Municipalities actually

work, with special emphasis on:

3.1.5.1. Debtincentive scheme;

3.1.5.2. How credit control and debt collection procedures work, and what
can be expected;

3.1.5.3. Why debts are handed over to debt collectors, and what the
community can expect to encounter in their dealings with collectors;

3.1.5.4.The importance of paying a municipal bill on time;

3.1.5.5. Importance of a municipal bill;

3.1.5.6. Understanding a municipal bill;

3.1.5.7. How billing cycle of council works;

4. DEBT INCENTIVE SCHEME

4.1.

ELIGIBILITY CRITERIA

4.1.1. The scheme is applicable to all account holders classified as
domestic, commercial, agricultural, Non Profit Organisations and
churches;

4.1.2. Account holder must pay its current annual debt by 30

September to obtain a discount of 30%
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42,

43.

4.4,

4.1.2. Account holder must be in arrears in excess of 120 days

4.1.3. Account holders who have existing agreements in place,
including defaulting agreement clients, may also apply for a review
of their agreement to benefit from the debt incentive policy:

4.1.4. Duly completed application for participation in the scheme
must be received and approved by the Municipality;

4.1.5. Debt Repayment plan must be fully complied with for the

duration of the agreement period; .

EXCLUSIONS

4.2.1. The scheme is not applicable to any state department or
State Owned Entity (SOE);

4.2.2. All debts associated with applications received under the
provisions of section 118(b) of the Local Government: Municipal
Systems Act (No 32 of 2000);

ELIGIBILITY CRITERIA

4.3.1. Notwithstanding any payment that may have been received
in response to this offer/ scheme, any account holder that fails to
furnish the Municipality with a duly completed application form for
participation in this scheme, shall not be eligible for any discounts
pursuant thereof;

4.3.2. Repayment plans duly entered into and approved, shall
remain valid for the duration of the contract period; in instances
wherein repayments are not received in compliance with
repayment plan’s terms and conditions, the Municipality reserves
the right to forthwith terminate the agreement, and proceed with
legal action for the recovery of debts. The Chief Financial Officer
will exercise her / his discretion to reinstate an agreement if due

reasons are provided.

INCENTIVES ON CASH SETTLEMENTS AND ARRANGEMENTS

4.4.1 The Scheme is open to all customers, except Government
Accounts, who have arrears in the ageing category of 120 days

and older as at 30 June and whose accounts are still in arrears at
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the date of registering for the scheme.

4.4.2 Indigent customers will not qualify for Option 1 or Option 2 of

the scheme, as their debt is subject to an annual write off.

4.4.3 The Scheme will run for a period of six months, from 01

January to 30 June, however the actual registration will commence

annually on the 15t September to 31 December to allow consumer

to register for the Debt Incentive Scheme.

4.4.4 Payments in ferms of the scheme will be strictly monitored and

agreements will be cancelled should the consumer default on any

payment in terms of the scheme.

HOW IT WORKS

OPTION 1: RAND FOR RAND INCENTIVE

» The consumer is to settle the current account, 30-days to 20-days

balance, plus 50% of the arrears balance from 120-days and older

(including handed over debt and existing arrangements) and will receive

a 50% discount on the arrears balance from 120-days+.

* The handed over debt will be recalled from the Municipality’s

collection agent as soon as the quote is signed, and payment made. No

legal fees will be added once the quote has been accepted and paid.

e The remaining 50% of the debt will automatically be written off once

the above steps have been adhered to.

EXAMPLE

Mr J owes the municipality R12 000 and wants to enter the debt incentive

scheme;

The R12 000 is made up of the following ageing categories:

R 300 - Current
R 220 - 30 days
R 200 - 60 days
R 200 - 90 days
R11 080 - 120 days+
R12 000 - Total Debt

Must be paid
Must be paid
Must be paid
Must be paid
50% Must be paid (R5 540)

In this instance, Mr J will pay Ré 460 (R300 + R220 + R200 + R200 + R5 540} and
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receive a write off of R5 540 (50% of R11 080). The account will then have a

zero balance.

OPTION 2: WRITE OFF DEBT OLDER THAN 5 YEARS

¢ The consumer is to pay the current debt in full and to enter into an
arrangement with the municipality for the debt from 30 days to 5 years.
Once this arrangement has been paid up, the debt older than 5 years
will be written off. The calculations will include any handed over account
and existing arrangements.
* This arrangement may not exceed 24 months for residential customers
and 12 months for business customers.
* The handed over debt will be recalled from the Municipality's
collection agent as soon as the quote and acknowledgement of Debt is
signed, and payment made. No legal fees and interest charges will be
added once the quote has been accepted and paid.
* Customers who have existing arrangements with the municipality that
have been honoured will automatically form part of this option and will
not have to make application to have the debt older than 5 years written
off.

EXAMPLE

Mr Q owes the municipality R52 000 and wants to enfer the debt incentive

scheme;

The R52 000 is made up of the following ageing categories:

R 2000 - Current Must be paid
R18 000 - 30 days to 5 Years Arrangement over 12 or 24 Months
R32 000 - 5 Years+ Will be Written Off once the Arrangement is paid

R52 000 - Total Debt

Mr Q will pay R2 000 (Current) and will enter into an arrangement for the
R18 000 (debt of 30 days to 5 Years).

The R32 000 (debt of 5 Years+) will be moved to a separate account and will

be written off once the arrangement has been paid up with no default.

4.5. TERMS AND CONDITIONS OF SCHEME

4.5.1. The debt incentive scheme shall commence on the date determined
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by Council, and shall remain valid for the duration of the validity period as
may be determined by Council;

4.5.2. All applications received pursuant of this debt incentive scheme, must
be received within the validity period as may be prescribed by Council;
4.5.3. Repayment plans entered into shall be authorised for a maximum
period of 12 and 24 months for business and residential respectively;

4.5.4. Interest accruals on all debt subject to an authorised repayment plan
will be suspended for the duration of the agreement period;

4.5.5. All debts current to 90 days are to be settled at the commencement of
the agreement; the first instalment will be payable in the following month of
signing the agreement.

4.5.6. 1t is specifically recorded that all consumers are expected to maintain
their current accounts in good standing, through paying their monthly bill
presented on time and in full, together with the arranged instalment;

4.5.7. Discounts will be processed after receipt of an application, and on
receipt of cash payment as agreed;

4.5.8. Discounts applicable to repayment through instalments will be
processed on receipt of the final instalment;

4.5.9. All debts associated with consumers eligible for parficipation in the
Municipality's Indigent Support Programme (social assistance package) will
be assessed strictly in accordance with the Indigent Support policy; any
residual debts that may exist after the assessment for eligibility and write off
pursuant of the irrecoverable debt policy, will be subject to the debt

incentive policy;

5. OUTREACH PROGRAMME

5.1.1. Council is mandated to initiate such communication mechanisms as
deemed necessary for the promotion of this policy; for purposes of this policy
print media, sms / WhatsApp communications, emails, telephony, radio
broadcasts and outreach programmes should be considered as part of an
holistic communications programme cimed at educating communities on
the importance of paying for rates and services, the advantages of
participating in the limited time offer incentive scheme; the terms and

conditions applicable to the scheme; how the improvement within levels of
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tax compliance impacts on the ability of the Municipality to render quality

services that are sustainable to the community;

5.1.2. Special consideration must be given to the development of an

educational awareness programme, as part of the budget outreach

programme, wherein Councillors  with technical assistance of the

administration will endeavour to educate the community with regard to the

following:

5.1.2.1. Debtincentive scheme;

5.1. 2..2. How credit control and debt collection procedures work, and what
can be expected;

5.1. 2.3. Why debts are handed over to debt collectors, and what the
community can expect to encounter in their dealings with collectors;

5.1. 2..4. The importance of paying a municipal bill on time;

5.1.2..5. Importance of a municipal bill;

5.1. 2..6. Understanding a municipal bill;

5.1.2..7. How the meter reading cycle of council works;

6. DELEGATED AUTHORITY

6.1. The Chief Financial Officer will after thorough review of all applications received
pursuant of this policy, be delegated to write off any amounts deemed 1o be in
compliance with this policy;

6.2. All write off applications approved and processed are to be reported quarterly to
the Budget Standing Committee for notating;

6.3. All debts authorised for write down may only be authorised subject to confirmation
that sufficient resources are held within the impairment provision to meet the

anticipated cost associated with the write down;

6.3. Any deviations from the policy can be approved by the Accounting Officer.
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7. IMPLEMENTATION AND REVIEW OF THIS POLICY

7.1. This policy shall be implemented once approved by Council noting the respective
dates in Council resolution. All future submissions for the writing off of debt must be
considered in accordance with the policy on impairment of debts and the writing
off of irecoverable debts.

1.POLICY ADOPTION

The accounting officer will be an 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 its adaptable to operational
changes and it's aligned 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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