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1.1

1.2

1.3

21

3.1

3.2

Purpose

The purpose of this Policy and Standard Operating Procedures is to foster a
culture of responsibility and accountability in the assessment, acceptance

and use of gifts, donations &sponsorships at DR AB Xuma Local Municipality

It serves to outline the responsibility of each employee in the policy,
procedures and the processing of payments and aims to ensure uniformity

in its application.
It also serves as a reference tool for educational and training purposes.
Scope

The DR AB Xuma Local Municipality Policy and Standard Operating
Procedures are applicable to all employees of DR AB Xuma Local

Municipality including the Accounting Officer and the councillors
Abbreviations, definitions and descriptions

The comprehensive list of Abbreviations and Definitions are covered in
detail in General Concepts, Definitions and Principles, and should be read
in conjunction with these Instructions / Policies and Standard Operating

Procedures.

The abbreviations and definitions that are pertinent to these Instructions /

Policies and Standard Operating Procedures are described below:

AQ Accounting Officer

CFO Chief Financial Officer

GRAP  General recognised accounting practice

Para Paragraph

MFMA  Municipal Finance Management Act no 56 of 2003
SOP  Standard Operating Procedure(s)

‘Conflict of interest’ means the failure by a public servant to act orto consciously
fail to act on a matter where the public servant has an interest or another person
or entity that has some form of relationship with the public servant has an
interest.

‘Donation’ An offering received or offered to provide cash or non-cash gesture
to or from another party without expecting anything in exchange.
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‘Gift' means the presentation or receiving of cash or non-cash items as a gesture
of benevolence to and from another party without expecting anything in
exchange.

‘Sponsorship’ means the offering to provide cash or non-cash items to another
party without expecting anything in exchange

‘“Trust money or Solidarity fund’ means money or property that does not belong
to the State and that is held by an DR AB Xuma Local Municipality on behalf of
other persons or entities in terms of a deed of trust or equivalent instrument that
details the specific purposes for which it may be used.

Section 12 of the Local Government Municipal Finance Management Act
(MFMA), Act No 56 of 2003 prescribes the following:

“1. No political structure or office-bearer of a municipality may set up a
relief, charitable, trust or other fund of whatever description excepftin
the name of the municipality. Only the municipal manager may be
the accounting officer of any such fund.

2. A municipality may in terms of section 7 open a separate bank
account in the name of the municipality for the purpose of a relief,
charitable, trust or other fund.

3. Money received by the municipality for the purpose of a relief,
charitable, trust or other fund must be paid into a bank account of
the municipality, or if a separafe bank account has been opened,
info that account.

4. Money in a separate account opened may be withdrawn from the
account without appropriation in terms of an approved budget, but
only-

a) by or on the written authority of the accounting officer acting in
accordance with decisions of the municipal council; and

b) for the purposes of which, and subject fo any conditions on which
the fund was established or the money in the fund was donated.”
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4, Financial management governance and regulatory framework

4.1  Legislation

Constitution of South Africa, Act No 108 of 1996

Local Government Municipal Finance Management Act (MFMA),
Act No 56 of 2003

Municipal Systems Act, Act No 32 of 2000

Municipal Systems Amendment Act, Act No 44 of 2003

Municipal Structures Act, Act No 117 of 1998

Municipal Structures Amendment Act, Act No 33 of 2000

Division of Revenue Acts

Disaster Management Act, Act No 57 of 2002

Income Tax Act, Act No58 of 1962

Prevention and Combating of the Corrupt Activities Act, Act No 12
of 2004

Municipal Supply Chain Management Regulations

Municipal Cost Containment Regulations

4.2  Treasury Regulations

4.2.1

4.2.2

4.2.3

4.2.4

The AO and CFO are responsible for the establishing a System of
Internal Control, and processes for effective and efficient risk
assessment in DR AB Xuma Local Municipality to ensure compliance

with all Treasury Regulations.

With specific reference to gifts, donors and sponsorships expenses
and revenue, all expenditure, revenue and reporfing relating
Treasury Regulations must be complied with. Applicable Treasury
Regulations are set out in detail in the relevant Instructions/Policies
and Standard Operating Procedures on Expenditure and Reporting

respectively, and is therefore not repeated in this SOP.

Provincial Treasury Instructions are those Instructions issued by a
Provincial Treasury in terms of the MFMA for and in respect of DR AB

Xuma Local Municipality.

General Recognised Accounting Practice (GRAP) are standards
issued by the Accounting Standards Board in terms of the MFMA, to
regulate the reporting and accounting frameworks for municipalities

and public entities.

4.3 Other Instructions / Policies SOPs to be read with this SOP

GIFTS, DONATIONS & SPONSORSHIPS
Page 5



5.1

4.3.1

4.3.2

4.3.3

4.3.4

4.3.5

4.3.6

General Concepts, Definitions and Principles
Payments Processing SOP

Accountfing and Month-end Procedures SOP.
Financial misconduct SOP

Chief Financial Officers Handbook

Code of conduct for Public Servants (Chapter 2 of the new Public

Service Regulations, July 01 1999)

Gifts, donations and sponsorship management

The AO or his/her delegates must

5.1.1

Ensure that all gifts, donations or sponsorships, whether movable or
immovable, in cash or in kind, are recorded in a gift register. The

following details must be included in the register:

¢ full name of the entity or individual concerned;

e |ocation and contact detail;

¢ name of the contact person for information;

e date offer was received;

e nature of the offer;

e value of the offer if it is mentioned;

o name of official who will attend to the recommendation; and
e Date allocated.

Ensure that cash gifts, donations or sponsorships are deposited into

the relevant bank account when received.

Ensure that the funds are requested from the relevant freasury based
on the cash flow forecast/monthly payment/drawings schedule

which must be attached to the funds requisition form.

Submit detailed monthly reports to the Council and include a note
containing details of the gifts, donations and sponsorships received

by the DR AB Xuma Local Municipality.
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6. Procedure for Council fo Receive a Donation

6.1 Any member of the public or organization may donate money to the
Council / Fund for the purpose of a relief, charitable trust or other fund.
6.2 The DR AB Xuma Local Municipality may actively canvass for donations

for the purpose of a relief, charitable, trust or other fund excluding those
prohibited by the Municipal Cost Containment Regulations.
6.3 If a donor specifies conditions in respect of any donation, the donated
amount may only be utilised in terms of those conditions.
6.4 The Municipal Manager or Council may refuse any donation where
the conditions attached to the donations are unacceptable to the
Municipal Manager or Councill,

For example:

6.4.2 Where the conditions attached are against Council policies;
6.4.3 Where council may incur costs as a result of the donation;
6.4.4 Where conditions may result in any form of benefit accruing to the donor;

6.4.5 Where the conditions attached are of such a nature, given the
municipality’s capacity consiraints, skills and resources, the
municipality will be unable to deliver on the proposed time-frames.

6.5 A separate budget segment must be created for making donations and
the receiving of monies for the purpose of arelief, charitable, trust or other
fund.

6.6 This budget segment may not be overspent, and the Chief Financial
Officer shall provide a monthly report to Council on the state of the
segment, as part of the statufory financial reporting requirements.

7. Procedure for Council to Make A Donation

7.1The following bodies are eligible to receive donations:

1. Any municipal association approved by the local government
Minister;

2. Any registered association or welfare organization;

3. Any fund, NGO, DR AB Xuma Local Municipality, organization,

banking DR AB Xuma Local Municipality, club or society which
has a presence in the municipal area and has been established
for the benefit and in the interest of the blind, deaf, dumb,
disabled, aged, destitute, sick, orphaned, alcoholic, infirm, or
other mentally or physically unfit persons; and
4. Any NGO, DR AB Xuma Local Municipdlity, organization,

banking DR AB Xuma Local Municipality, club or society in the
municipal area which inter alia:

a. promotes public health, including the nursing of the sick;

b. promotes education, science, technology or literature;

c. controls or maintains a museum, zoological garden,

botanical garden, public library or art gallery; and
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d. promotes elderly and child care

7.2 Donations can also be granted in respect of national, provincial or local
public causes such as disasters.

7.3The attached Schedule provides a guide as fo the kind of activities that
can be eligible for donations.

7.4 Any NGO, DR AB Xuma Local Municipality, organization, club or society
who is eligible o receive a donation, must:

1.

o LN

7.5

N —

A~

Operate as a separate legal entity and be recognised as such
by South African legislation;

Be governed by their constitution;

Have regular meetings with their membership;

Subscribe to sound accounting practices; and

Must comply with applicable legislation including where
appropriate Registrar of Close Corporations, CIPRO, South
African Revenue Services (SARS), Central Supplier Database,
Unemployment Insurance Fund (UIF ) and Vat Act.

No donations can be made to:

Any political or ratepayer’s organization;

Bodies in cases where a member of Council or an official of
DR AB Xuma Local Municipality receives any financial or other
gain;

Individuails;

Where a project or organization is already receiving funds
from Council in terms of Council's functions;

Where an organization receives sufficient funds from other
sources to sustain its activities or the project applied to;
Where expenses have already been incurred; and

Projects outside the boundaries of Engcobo except in

situations of disaster relief.

Approval Process for Donations

The Municipal Manager shall establish a Donations Committee to assist him/her.
The Donations Committee shall consist of:

o Chief Financial Officer, who shall chair the Committee
e Senior Manager responsible for Community Services

e Manager in the Office of the Mayor

¢ Manager Responsible for Municipal Operations

The Donations Committee shall recommend o the Municipal Manager for

approval.
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The Donations Committee shall be convened when necessary.

Any dispute arising from approvals in terms of this process shall be referred to
Council for decision making.

8. Annexures

8.1  Annexure 1: Gifts, donations and sponsorship flowchart

8.2  Annexure 2: Processes and Procedures Gifts, Donations and Sponsorships.
8.3  Annexure 3: Checklist for compliance, gifts, donations and sponsorship
8.4  Appendix 1: Gifts Donations and Sponsorship Register

9. Non-compliance

9.1 Departure from the provisions of this policy, without prior written
authorisation by the AO, will be freated as financial misconduct and will
result in appropriate disciplinary or criminal procedures being considered

and instituted against the relevant person where deemed necessary.
10.  Monitoring, oversight and maintenance

10.1 To ensure Policy and SOPs operate efficiently, users must report any required
changes to their superiors. Whenever something changes in the payments
processing areas and / or environment, it should be reviewed for

appropriateness.

11. Commencement

This Policy takes effect on the date on which it is adopted by the Council
of DR AB Xuma Local Municipality.
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Annexure 1: Gifts, donations, sponsorships flowchart (high level)

Receipt of offers of gifts, Determine type of gift, Assessment, risk
donations & [N donation or sponsorship [N management
sponsorships — required evaluation, written

information MFMA compliance report produced

Granting of offers -
budgets, motivation(s),
approval(s) and
ratification.

Rejection, Acceptance Gift registers, offers
(approval) & received & made;
ratification, accepted, rejected

Reporting - to
Accounting Officer,
Council and Relevant
Treasury
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Annexure 2: Processes and Procedures: Gifts, Donations and Sponsorships

Action Template Responsibility
Ref/ Input
Acceptance of cash gift, donation and sponsorship
1.
When a cash gift, donation or sponsorship is offered to Memo AO
DR AB Xuma Local Municipality, the AO of the DR AB
Xuma Local Municipality must approve the
acceptance of the offer in writing.
Record in gift register
2.
Once approval of the acceptance of the offer has Gift register | Budget &
been obtained, record the cash gift, donation or (Appendix Reporting
sponsorship in a register. 1) Manager
Record in accounting records of DR AB Xuma Local Municipality
3. | . .
The purpose of this process is to record the transaction Approval Budget &
details in the accounting records of the DR AB Xuma from AO Reporting
Local Municipality. Manager
Capture transaction to the financial system to account
for the cash gift, donation or sponsorship.
Transfer into relevant revenue fund
4, _
The cash donation must be fransferred o the relevant Memo Budget &
Donations revenue vote as soon as it appears on the from donor Reporting
bank statements of the DR AB Xuma Local Municipality. Manager
Acceptan
ce letter
Bank
statement
Request funds
3. _ . .
All funds should be dealt with in terms of the prescribed Adjustment Budget &
budget processes of government. Gifts and donations s Estimate / Reporting
in the form of cash should be requested via the MTEF Manager,
adjustments estimate budget or MTEF if over a financial SCM unit
year. SCM processes should be followed when using Pogrr(;erlﬁ
schedule

donated funds
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Action Template Responsibility
Ref/ Input
Record assets in the Asset Register
6.1 | . .
If gifts, donations and / or sponsorships are in the form Memo Assets
of assets, such assets received must be recorded in from Managemen
the asset register. donor t Unit
Acceptan
ce letter
Assets
handover
document
S
Asset
Register
Prepare monthly reconciliation
7.
The purpose of the monthly reconciliation is to Bank Budget &
reconcile payments from the Donations Revenue Fund. | Statement Reporting
S unit,
Expenditure
Payment Managemen
vouchers t Unit
Report gifts, donations & sponsorships to relevant Treasury
8. |
| 30 days after the end of each quarter, the CFO or must | $52D CFO

prepare s52D with a report disclosing all gifts, donations
| or sponsorships received by the DR AB Xuma Local

Municipality including relevant expenditure made
_| during the quarter.

GIFTS, DONATIONS & SPONSORSHIPS

Page 12



Annexure 3: Gifts, donations and sponsorships: Internal control checklists (high level)

remark/
remedial
Receiving offer to accept a gift, donation or sponsorship Ref | action
1. | Haos the offer been submitted in writing?
2. | Has the type of offer been determineds
3. | Has the gift, donation or sponsorship been approved by the AO?
Compliance with MFMA
4. | If offeris in the form of assets has Asset Register been updated?
5. | Has substantiating records been received for assets received?
6. | Has the transferring Department signed the inventory list and
handover documents?
7. | Has the Assets Unit been informed of the transfer of assets?
8. | If cash donations, has the funds been fransferred to donations bank
accounte :
9. | If cash has the funds been transferred to the Donation Revenue
Vote?
Gift register

[ 10.| Has gift, donation or sponsorship been listed in the relevant registere \ |

| Budget process

| 11.| Hos the budget process been followed to acquire the donation?

12.| Was the amount included in the adjustments estimate?

13.| Was the budget adjusted and approved by the council to include
the donation?

Reporting
14.| Were the gift, donation and/or sponsorship included in the monthly
and annual reporting?
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Appendix 1 Gifts donations and sponsorships register
— DR AB XUMA LOCAL MUNICIPALITY
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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 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.

SIGNATURES

@/ 25] o5/2008
MUNICIPATMANAGER DATE !

MR K.L MULAUDZI

ADOPTED BY THE COUNCIL OF DR AB Xuma LOCAL MUNICIPALITY

Qg\/’/ 25 |os]20tEF

HONOURABLE MAYOR DATE '
CLLR S ZANGQA

RESOLUTION NUMBER: 081 98‘ 2OAS
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