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GREATER TZANEEN MUNICIPALITY

FINANCE DEPARTMENT

INVESTMENT AND CASH MANAGEMENT POLICY

INTRODUCTION

As trustees of public funds, councillors and officials have an obligation to ensure that
cash resources are managed as effectively, and economically as possible.

The Council of the Municipality has a responsibility to invest public funds carefully
and has to report to the community in this regard.

1. DEFINITIONS

Financial Manager means as officer of a municipality designated by the
Municipal Manager to be administratively in charge of the budgetary and
treasury functions.

Councilor means a member of the Municipal Council
Current liabilities are:-

e (Creditors
» Bank overdrafts, and
¢ Short-term portion of long-term liabilities

Investments are funds not immediately required for the defraying of expenses
and invested at approved financial institutions.

Municipal Manager means a person appointed in terms of / Section 82 of the
Municipal Structures Act, 1998 (Act 6 117 of 1998) as the head of the
Municipality as a proof of a long-term fixed period loan of which the capital is
repayable at the end of the period. Interest is payable at predetermined
intervals at a fixed rate.

Negotiable certificate means a loan certificate that is tradable on the capital
market.
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2.5

To have funds available to meet all anticipated obligations and a
prudent reserve be kept available to meet unanticipated cash
requirements.

SCOPE OF THE POLICY

The policy deals with:

3.1
3.2
3.3
3.4
3.5
3.6
3.7
3.8
3.9

Responsibility / accountability
Management of net current assets
Investment ethics

Investment principals

General investment practices

Call and fixed deposits

Other external deposits

Control

Investment income

RESPONSIBILITY / ACCOUNTABILITY

4.1

4.2

The Municipal Manager is the Accounting Officer of the Municipality.
He/she may delegate certain duties / tasks to the Chief Financial
Officer, who would be accountable to him / her. The Municipal
Manager is therefore accountable for all transactions entered into by
his designates.

her delegate authority, for establishing systems, procedures,
processes and training and awareness programmes to ensure efficient
and effective management of net current assets banking and cash
management. Sound management includes the following:

4.2.1 Collecting revenue when it is due and banking it proptly;

422 Making payments, including transfers to other levels of
Government and Non-Government entities, no earlier than
necessary, with due regard for efficient, effective and economical
programme delivery and the creditor's normal terms for account
payments,

4.2.3 Avoiding pre-payment for goods or services (i.e. payments in
advance of the receipt of goods or services), unless required by
the contractual arrangements with the supplier;
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5.2

514.2

5.1.3

5.1.4

5.1.6

All funds due to the Council must be collected timeously and
banked on a daily basis. Large sums of money received must

. be deposited into the bank account on the same day that

payment is received.

All monies owing to the Council must be correctly reflected in the
debtors system.

Extension for payment of rate and service charges must only be
given in exceptional circumstances.

Monies collected by some other agency on behalf of the Council
shall be paid over to the Council or deposited in the bank
account of the Council in a manner prescribed by the Municipal
Manager (Daily deposits are preferable).

The receipt of all monies collected by the Council shall be
acknowledged forthwith by the issue of a numbered official
receipt.

Receipt of Payments

5.21

5.2.2

Receipt of money over the counter:

5.2.1.1 Every amount of payment received by a cashier or other
officer responsible for the receipt of money shall be
acknowledged at once by the issue to a numbered
official receipt of cash ticket;

5.2.1.2 Every receipt form, which is cancelled, wil be
reattached, in the correct place, in the receipt book.
Where computer generated receipts are used, the
original receipt must be filed for audit purposes.

Receipt of money by Post:

5.2.2.1 When money (including postal orders and cheques) is
received with the Council's mail, the Registry Clerk
shall record all payment remittances as and when
received in the cheque register in the presence of a
withess. Pot-dated cheques received in the Council’s
mail must also be recorded in the cheque register.
The Cheque register shall be regarded as the register
of remittances received by post.
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5.5

5.6

543

544

A stock register, reflecting the under mentioned detail must be
kept and updated daily.

5.4.3.1 Goods delivery note number
5.4.3.2 Number of items received
5.4.3.3 Value of items received

Stock counts must be affected monthly and an annual report
reflecting stock shortage and surpluses must be submitted to
Council on or before 30 June of each financial year.  All
surpluses and shortages must be explained by the accountable
head of departments.

Payment of Creditors

5.5.1

5.5.2

5.5.3

554

Due to the high bank charges with regard to cheque payments, it
is essential {o limit the payment of creditors to one payment per
creditor per month.  Should the facility be available, payment
should be done by electronic transfer — subject to strict control
measures.

Proper consideration must be given to the conditions of credit
terms of payment offered.

Credit statements must be reconciled monthly.

Payments must only occur on receipt of an official order, certified
goods received note and official company invoice.

Management of Bank Overdraft

561

5.6.2

5.6.3

A bank overdraft may only be obtained in anticipation of a
positive income stream or to finance capital projects in
anticipation of an approved capital grant or long term levy.

The bank overdraft must be repaid at the end of the financial
year.

The Council can only approve a bank overdraft on the
submission of a cash flow statement indicating the anticipated
income stream or a certificate stating the approved grant or long-
term loan.
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6.2.3 Provision must be made in the cash flow estimates for the
operating and capital requirements of the municipalities.

6.2.4 The operating requiremenis must include provisions for:
6.2.4.1 Monthly salary payments
6.2.4.2 Bulk Purchases of electricity and water
6.2.4.3 Interest on long term loans
6.2.4.4 General expenditure (Payments to current creditors)
6.2.4.5 Expected daily and monthly incomes

6.2.5 From time to time the Council 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 may also be invested for
short periods (days).

6.2.5.1 lLong term investments should be made with an
institution of minimum BBB rating (where BBB refers to
lower risk institutions)

6.2.5.2 Short term investments should be made with as
institution of minimum B rating (Where B refers to
higher risk institutions)

6.2.56.3 No single institution shall have, in cumulative total, as
short term deposits and investments (other than safe
kept investments) more than 50% of the Greater
Tzaneen Municipalities invest able funds.

6.2.5.4 No funds may be invested in instruments that is
prohibited by the Municipal Finance Management Act
or any other Act or Reguiation.

7. INVESTMENT ETHICS

The following ethics must apply when dealing with financial institutions and other
interested parties.
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9. GENERAL INVESTMENT PRACTICE

9.1

9.2

9.3

9.4

9.5

General

After determining whether there is cash available for investment and
fixing the maximum term of investment, the Chief Financial Officer or
his / her delegate must consider the way in which the investment is to
be made. As rates can vary according to money market perceptions
with regard to the terms of investment, quotations must be requested
telephonically, within term limitations, and these must be set out on a
schedule.

Commission Certificate

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

Reports
The Council must be given a quarterly report on all investments.
Cash in the Bank

Where money is kept in current accounts, it would be possible to
bargain for more beneficial rates with regards to deposits, for instance
call deposits. Fixed term deposits can increase these rates. The
most important factor is that the cash in the current account must be
kept to an absolute minimum.

Creditworthiness

HEN investments are placed with smaller registered institutions, the
Chief Financial Officer his / her delegate has to see to it that the
municipality is not exposed to too much risk. He / she has to ensure
that the creditworthiness and performance of the institution are to his /
her satisfaction, before investing money in the institution. The
Financial manager or his / her delegate is entitled to information from
which the creditworthiness of financial institutions can be determined.
This must be obtained and analyzed annually.
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11.

12.

10.5 The Chief Financial Officer or his / her delegate must make sure that
the investment capital is paid over to the institution with which it is to be
invested and not to an agent.

OTHER EXTERNAL DEPOSITS

Other investment possibilities, which are subject to the applicable legislation and
are available to the Council, include debentures and other securities of the state
as well as other Municipalities or statutory bodies in the Republic, Instituted
under and in terms of any Law. With regard to such investment, the principals
and practices set out above must apply.

CONTROL OVER INVESTMENTS

12.1 An investment register should be kept of all investments made. The
following facts must be indicated:;

12.1.1 Name of institution
12.1.2 Capital invested
12.1.3 Date invested
12.1.4 Interest rate
12.1.5 Maturation date
12.1.6 Interest received
12.1.7 Capital repaid, and
12.1.8 Balance invested

12.2 The investment register must be examined on a fortnightly basis to
identify investments falling due within the next two weeks. It must then
be established as what to do with the funds, bearing in mind the cash
flow requirements.

12.3 Interest, correctly calculated, must be received timeously, together with
any distributable capital. The Finance Minister or his / her delegate
must check that the interest is caiculated correctly.

12.4 The following investment documents must be safeguarded.

12.4.1 Fixed deposit letter or investment certificate
12.4.2 Receipt for capital invested

12.4.3 Copy of electronic transfer or cheque requisition

12.4.4 Excel schedule of comparative investment figures

Do
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